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CHAPTER I T o

INTRODUCTION

THe Committee on Transport Policy and Coordination was set up in July
1959, with Shri K. C. Neogy as Chairman. The Committee submitted its
Preliminary Report in February 1961, In January 1964, Shri Neogy resigned
the office of Chairman, The Committee was reconstituted in February 1964
under the Chairmanship of Shri Tarlok Singh, Member of the Planning Com~
mission in charge of Transport. Owing to transfers, retirements and other
factors the composition of the Committee has undergone several changes
since its inception. There were also changes in the office of Secretary. These
changes are briefly indicated in the footnote! on this page.

¥The composition of the Commuttee at its appointment in 1959 and its composition on
reconstitution in February 1964, are set out in Appendix I. The following Members served
on the Committee for periods mndicated below :

name designation from fo

Shri Vishnu Sahay . . Secretary, Planning Commission. 22-7-1959 9-11-1960

8-3-1961 15-4-1962

S$hri K. B. Mathur . . Chairman, Railway Board, Minis- 22-7-1959 18-4-1960

try of Railways.

Shri A. K. Roy . . Secretary, Department of Econo-  22-7-1959  31-5-1960
mic Affairs, Ministry of Finance.

Shri B. N. Jha . . Secretary, Planning Comnussion. 10-11-1960 7-3-1961

Shri L. K. Jha . . Secretary, Department of Econo- 1-6-1960  10-8-1964
- mic Affairs, Minsstry of Finance.

Shri S. S. Khera . . Secretary, Planning Commission. 16-4-1962 20-2-1964

Shri G. V. Ayyar . . Secretary, Department of Coordi-  26-9-1960  8-11-1965

nation, Ministry of Finance.

Shri K. L. Luthra, Director Transport Division, Planning Commission, served as
Secretary to the Coramittee from 22-7-195% to 15-3-1962. Shri 8. K. Bose, IAS, served as
Member-Secretary from 16-3-1962 to 30-9-1962. Shri K. L. Luthra was again appointed
Secretary on 1-10-1962 and has since continued in this position,
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The present composition of the Committee is as follows :

Shri Tarlok Singh, Member, Planning Commssion. Chairmap
Shri R. L. Gupta, Principal,

Admimstrative Staff College, Hyderabad. Member
Shri S. Ranganathan, Secretary,

Ministry of Industry. Member
Shri Kripal Singh, Chairman,

Railway Board. Member
Dr. Nagendra Singh, Secretary,

Minstry of Transport. Member
Sbri 8. Bhoothalingam, Secretary,

Department of Economc Affairs. Member
Dr. 1. G Patel, Chief Economic Adviser,

Ministry of Finance. Member
Shri K. L. Luthra, Director,

Transport Division, Planning Commission. Secretary

Shri G. V. Ayyar participated fully in discussions leading to the Final
Report, but was obliged to relinquish his membership a few weeks before
the report was signed.

2. The original terms of reference of the Committee were as follows :—

“Taking into account the existing stage of development of the various
means of transport and the economic, political, social and strategic pur-

poses which the transport machinery is designed to serve, the Committee
sheuld recommend :

(a) What broadly should be the long-term transport policy of the
country, so that the development of the transport machinery may
be effected in consonance with our growing needs, with economy

and efficiency avoiding duplication to the maximum extent practic-
able;

(b) in keeping with the policy defined under item (a) what
should be the role of the various means of transport in the coun-
try during the next 5 to 10 years; and

(¢) what is the best mechanism for the regulation and coordina-
tion of the various means of transport, so that the transport needs

of the country are met in an efficient and economic manner con-
sistent with the larger interests of the country ?”

3. There have been marked changes in the transpert situation since the
Committee was first appointed. In 1958-59, there had been a siowing down
of the rate of growth of railway traffic. This caused concern to the Ministry
of Railways who also feared that various proposals then being mooted for
the liberalisation of road transport might lead to unrestricted competition bet-
ween rail and road transport and to large-scale diversion of traffic from the
raﬂwtays. In 1960, serious transport deficiencies began to be experienced,
specially in connection with the transport of coal from the Bengal-Bihar coal-
fields to the northern, western and southern parts of the country. Several
measures were taken by Government during the two years 1960-61 and
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1961-62 to augment railway and other capacities. By the middle of 1962,
the position became less difficult. During the past year, on account of a lower
rate of growth in the demand for transport, there has been significant surpius
capacity on the tailways. More recently, problems relating to the integrated
development of transport, keeping in view the present and future needs of
national defence, have also claimed special attention.

4. Significant changes in the transport situation are bound to occur from
time to time. They underline, on the one hand, the need to anticipate trans-
port requirements and to develop adequate transport facilities and, on the
other, the importance of accurate economic and statistical data to facilitate
short term adjustments in the supply of and demand for transport. These
changes also illustrate the principle that various modes of transport should be
viewed continuously as parts of a composite network of transport services to
be developed and operated, as far as possible, as an integrated system for the
country as a whole as well as within each region. ' Everything that has
occurred in the field of transport in recent years has reinforced the need for
a sound long-term approach to the development of transport and for a
scheme of distribution of traffic between different modes of transport such
as will ensure that facilities under each service are developed and operated
in keeping with the traffic allocated to it and at minimum cost to the
community.

5. When the Committee was first appointed, it was hoped that its recom-
mendations would assist in the formulation of the Third Five Year Plan.
The analysis provided by the Committee in its Preliminary Report brought
out the major problems of policy and organisation which had to be resolved
and indicated possible approaches. However, its specific proposals could not
become available at that time. In the course of its work, the Committee,
under Shri Neogy’s chairmanship, undertook extensive studies of transport
problems within the country as well as of experience in other countries. Shri
Neogy personally tock a great deal of trouble to ensure that the work of the
Committee should be done in as thorough a manner as possible. Under his
guidance the Committee’s secretariat initiated a number of new studies. These
included road traffic surveys on selected routes, studies of costs of road
transport operations, studies of accounting procedures and refinement of cost
data on the railways, review of railway rating policies in India and in some
foreign countries, investigation into the economic aspects of selected branch
lines on the railways, examination of financial implications of public service
obligations of the Indian Railways, study of road transport licensing policies
followed in different States, investigation into the transport needs of different

industries and a case study, undertaken for the Committee by the Programme
Evaluation Organisation, of the role of bullock carts in selected rural areas.
Transport policies and experience in several countries were also studied
carefully, notably, in relation to UK., USA, West Germany, France,
Canada and Australia, Although, in the preparation of the Final Report, the
Committee has not had the benefit of Shri Neogy’s association, its members
wish to express their gratitede to him for his most valuable contributign in
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guiding the programme of studies undertaken or initiated by the secretariat,
The material and special memoranda received from several countries were
-of great value and the Committee feels indebted to the organisations and to
the individual specialists abroad who have helped so generously in its work,

6. The Committee also wishes to record its indebtedness to a large
number of individuals and organisations who were good enough to assist

it with their advice and suggestions and in several cases prepared special
memoranda for the Committee.

7. The Committee was fortunate enough to secure the assistance, under
the Colombo Plan, of Mr. M. R. Bonavia of the British Railways Board
and a well-known authority on problems of transport. Mr. Bonavia visited
India on two occasions, first in 1962 from March 1 to 31 and, again, from
December 15, 1963 to February 6, 1964, and held discussions with the

members of the Committee. His memorandum on coordination forms an
appendix to this report.

8. After its reconstitution in February 1964, the Committee reviewed the
material which had been gathered and endeavoured to formulate specific pro-
posals and policies for the future. In assembling the available economic
and statistical data the Committee has drawn on the work of the World
Bank’s Study Team on Coal Transport which submitted its interim Report
in September 1963 and its final Report in June 1964.

9. In presenting its recommendations on transport policy and coordina-
tion, the committee has kept in view work undertaken for the preparation of
the Fourth Plan in the Planning Commission and the Ministries concerned.
The Committee hopes that its analysis and recommendations will assist in
the formulation of the Fourth Plan in its final stages and, even more, in the
preparation of the long-term transportation plan for the period ending
1975-76. Towards this end, the various commodity studies and the regional
transport surveys now being pursued by the Planning Commission and the
Ministries of Railways and Transport through the Joint Technical Group for
Transport Planning are expected to provide much essential information for
the first time. The Committee considers these studies and surveys to be a
necessary foundation for effective planning and coordination in the field
-of transport and for a sound scheme of allocation of traffic betwcen different

modes of transport in keeping with economic criteria and the overall objec-
tives of national policy.

10. On December 23, 1964, members of the Committee met the repre-~
sentatives of the All India Motor Unjons’ Congress and had an exchange of
views with them on problems of road transport. On December 28, 1964,
the Chairman met Tepresentatives of Shipping Companies engaged in coastal
Sea transport at Bombay and ascertained their views on various aspects of
‘coordination between rail and sea transport. These discussions have been

of considerable help to the Committee, On February 28, 1965, the Com-

mmitte met the representatives of the Indian Roads and Transport Develop-
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ment Association, which had earlier submitted a detailed memorandum and
obtained their preliminary comments and suggestions on the main proposals
affecting road transport which are embodied in this report.

11. The Committee wishes to express its indebtedness to Shri S. Jagan-
nathan, Financial Commissioner, Railways. At its request he participated
continuously in its deliberations and for all practical purposes functioned as a
Member. Shri N, P. Mathur, Joint Secretary in the Ministry of Transport and
Chairman, Inter-State Transport Commission and Dr. V. G. Bhatia, Director,
Transport Research in the Ministry of Transport were also closely associated
with the work of the Committee. Shri V. Shankar, Secretary, Ministry of
Civil Aviation and Shri T. Arumugham of the Ministry of Civil Aviation
assisted the Committee in the preparation of the Chapter on Air Transport.
Similar assistance was given by Shri Kehar Singh, Director, Inland Water
Transport, Ministry of Transport and Shri K. Narayanan, Deputy Secretary,
Ministry of Transport in the preparation of Chapters respectively on Inland
Water Transport and Ports and Harbours. Shri H. P. Sinba, Consulting
Engineer, Road Development, Government of India has greatly helped the
Committes with advice and suggestions on questions relating to road develop-
ment and road policy. On behalf of the Ministry of Railways, Shri S. R.
Kalyanaraman, formerly Additional Member, Railway Board and Shri R.
Srinivasan, Deputy Director, participated in several investigations and studies.
undertaken during the first phase of the Committee’s work. The Joint Techni-
cal Group for Transport Planning prepared estimates of road traffic in 1962-
63 and 1970-71 which have been included in the appendices to this Report.
The Committee received help from the late Shri D. R. Suri, who was then
Chairman of the Joint Technical Group. The Committee also wishes to
acknowledge the help of the Member-Secretary of the Group, Dr. M. K.
Ganguli.

12. Finally, the Committee wishes to place on record its gratitude to
members of the Secretariat who have laboured for a long period to assemble
and process whatever materials they could secure and, from the very nature
of the subject, have worked under certain limitations. Their work in the
preparation of the Preliminary Report as well as the Final Report has entailed
arduous labour. The Committee's Secretary, Shri K. L. Luthra, bore a
specially heavy burden and made a most valuable personal contribution to
the work of the Committee. He was helped greatly by Shri Sat Parkash,
Assistant Chief, and by Shri R. B. Mathur and Shri 8. B. Saharya, Senior
Research Officers. These officers were associated with the work of the
Committes from the very start and the Committee owes a great deal to
them for the contribution they made and the devotion with which they
worked. The Committee also wishes to express its appreciation of the ser-
vices rendered by other members of the secretariat. Among the latter, spe-
cial mention should be made of Sarvashri T. V. Gopalaswami, T. R.
Kesharwani, H. D. Sethi, R. N. Tandon, I. F. Franklin, J. R. Chugh, B. K.
Khurana, M. Y. M, Abbas, P. B. Nayar, Inderjit Tandon, V., P. Nargas
and Inderjit Malbotra.



CHAPTER I

TRENDS IN THE DEVELOPMENT OF TRANSPORT-—A
BROAD VIEW

TRANSPORT IN THE NATIONAL EcCONOMY

BeFoRE outlining the scope of the present transport system and considering
recent trends, it is necessary to draw attention to two of the more general
aspects of the subject. The transport system comprises a number of distinct
services, notably, railways, roads, road transport, ports, inland water trans-
port and internal airlines, which constitute the principal means of communi-
cation within the country, specialised modes of transport such as pipelines
and ropeways, shipping and the international airlines. The capacity of each
mode of transport has to be developed to meet the specific demands for it
ag well as in relation to the rest of the transport system. The system as a
whole has to be viewed at each step both as an integrated structure as well
as in terms of relationships between different transport services. As a sec-
tor of the national economy, transport is characterised by long-range invest-
ment, much of it devoted to the creation of basic facilities such as rail tracks,
roads, ports, air terminals and ship-building and repairing yards. Invariably,
investment in transport must look well beyond the current and anticipated
needs of the economy and take into account future economic, technological
and scientific developments. The significance of the transport sector lies not
only in the specific services it renders, but even more in the unifying and
integrating influence it exerts upon the economy, enhancing productivity,
widening the market, introducing new stimuli to economic activity, and
bringing village and town and the remoter and the more developed regions

closer to one another. While the growth of transport in each period must

be designed to meet the estimated needs, including traffic locations and com-

position, if the approach adopted is too rigidly limited to this consideration,

some of the larger aspects may be missed.

2. The second aspect to which we should refer is the fundamentally
altered nature of the objectives and scale of fthe transport effort since
Independence. To begin with, priority had to be given to the links with Assam
and road communications needed to bring the former princely territories into
the integrated Indian polity. The task of rehabilitating the railways and the
highways after the damage and neglect of the war years was immense in siz¢
and no less urgent. Once these objectives were substantially attained, the
development of transport became both a handmaid and a precursor of larg®
scale industrial and economic development. In the decades before Indepen-
dence, exports of primary products, communications with the major ports
and the larger cities and strategic needs on the north-west had largely guided
the planning of railways and roads, while comparatively little was done for

6
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shipping and ports and in the northern and north-eastern sectors and the
eastern parts of the country generally. With the initiation of industrial
development plans, the main considerations in the planning of transport were
the demands of steel and coal and heavy industry, of new centres of industrial
growth and of construction projects for the development of irrigation,
power, mining and oil, the requirements of exports” of mineral ores and
the need for a more diversified transport system, including ports, shipping
and airlines. To the extent possible, attention had also to be given to
measures for accelerating the pace of ecomomic advance in the less
developed regions. More recently, the key role of transport in stimulating
the development of agriculture and roral industry is being stressed
increasingly. Finally, it has been necessary to take a series of steps
to strengthen the road system, both to meet new strategic needs and in res-
ponse to heavier traffic and movement of heavy motor vehicles between the
larger industrial and urban centres. Thus, as part of a planned national
economy, looking to continuous and cumulative growth, with deep-rooted
structural problems being resolved step by step, the transport system has now
to subserve a much wider range of purposes than before and has a crucial
role in economic, social and technical development at the natiomal and
regional levels as well as in the expansion of international trade. ’

3. The scale of effort undertaken under the Five Year Plans is expressed
briefly by the magnitude of investment on transport. In the first three Plans,
the total investment on the expansion of transport facilities will be of the
order of Rs. 4,243 crores out of a total investment of Rs. 21,810 crowes.
Transport accounted for 17.2 per cent of the total investment in the First
Plan and for 20.4 per cent in the Second, and is expected to account for
19.6 per cent in the Third Plan. The proportion of investment in the public
sector represented by transport is higher, being respectively 30.6 per ceat,
34 per cent and 30 per cent in the First, Second and Third Plans.

4. The key role of transport in the development of the national economy
hag been highlighted by events which have occurred during the past decade.
Transport requirements have been observed to grow faster and to a greater
extent than industrial and agricultural outputs. It takes time to build up
transport capacities and, in the short period, shortages in transport capacities
become a serious impediment to the smooth functioning of the economy and
maintenance of production, Since transportation requircments are always of a
specific nature, much depends on the accuracy with which they are assessed
in advance. The requirements may also change at short notice on account
of changes in the industrial and economic situation. Thus, even within a few
weeks or months, in particular sections of the transport system, bottlenecks
may develop or spare capacities may be shown up.

$. Railways~—The internal transport system of the country is a vast and

complex network comprising several media of transport. The Government
railwav system now comprises 57,611 kilometres (36,000 miles) of route
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length, of which broad gauge, metre gauge and narrow gauge account respec-
tively for 49, 44 and 7 per cent. The railways still constitute the major\mode
of transport and carry a little less than four-fifths of the total goods traffic and
about one-half of the passenger traffic of the country. A large part of the
increase in goods traffic since the commencement of planned development has
been borne by the railways. The total freight traffic on the railways increased
in terms of tonnes originating from 93 millions in 1950-51 to 194 millions in
1964-65, that is, by 109 per cent and in terms of tonne kilometres from about
44 billion to about 107 billion, or by 142 per cent. Passenger traffic in terms.
of number of passengers originating increased during the same period from
1284 million to 1992 million, that is, by 55 per cent. In terms of passenger
kilometres, traffic rose from about 67 billion to about 94 billion, or by 40 per
cent. Bulk commodities, namely, coal, iron and steel, cement, himestone,
iron ore and other ores, foodgrains and mineral oils constituted about 70
per cent of the total originating traffic.

6. Roads and road transport.—Mechanised road transport comes next to
the railways as means of transport for goods and passengers. The total length
of roads has increased from 398,000 kilometres (249,000 miles) in 1950-51
to 752,000 kilometres (464,000 miles) in 1962-63, that is, by 89 per cent.
About one-third of the roads are surfaced and the remaining unsurfaced. The
length of surfaced roads has increased from 156,000 kms. (98,000 miles) to
250,000 kms. (157,000 miles) between 1950-51 and 1962-63. The total
number of trucks in the country increased from about 82,000 in 1950-51 to
205,400 in 1962-63 and 235,000 in 1964-65. The number of buses increased
from about 34,000 in 1950-51 to 61,000 in 1962-63 and 68,200 in 1964-65.
The total goods traffic carried by road transport in 1964-65 is estimated at
about 31 billion tonne kilometres and passenger traffic at about 76 billion
passenger kilometres. Of the total passenger traffic by road, city services are
estimated to account for about 10 per cent. About two-thirds of road passen-
ger transport i3 in the private sector and the rest is at present in the public
sector. Except for Jammu and Kashmir and Himachal Pradesh, the opera-
tion of goods transport by road is almost entirely in the private sector. A
large amount of local traffic in the rural areas, specially to market centres,
continues to be carried by bullock carts. The total number of bullock carts

in the country is reckoned at about 12 million.

7. Inland water transport—A total length of about 13,500 kilometres
(8,000 miles) of infand waterways is under operation, of which about one-
fifth is navigable by steamers. Inland water transport has an exceedingly
important role in the north eastern region of the country. About a million
tonnes of traffic is carried by river on the Calcutta-Assam route in both direc~
tions. Next to the north eastern regiom, water transport is important in
Kegala. In this area, goods are carried mainly by country-boats called'
‘valloms’. In Bihar, until recently the Ganga Brahmaputra Water Transport

Board operated some experimental services to test the suitability of shallow
draft vessels in the Ganga.
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8. Coastal shipping.—India bas a long coast line extending to about 5,000
kilometres (3,000 miles). The shipping tonnage operating on the coast has
increased from 217,000 GRT at the end of 1950-51 to 372,000 GRT in
1963-64 and 388,544 GRT in 1964-65. The traffic carried by coastal ship-
ping increased from 2.5 million tonnes in 1951 to 4 million tonnes in 1963
and comprised mainly coal, cement, salt and foodgrains. Coastal shipping is
predominantly in the hands of private companies, only about 11 per cent
of the tonnage operating on the coast being owned and operated by the
public sector undertakings.

9. Ports—There has been a large increase in the traffic handled at the
ports since the First Plan, The traffic handled by major ports increased from
20 million tonnes in 1950-51 to 42 million tonnes (excluding Mormugao
port), and 48 million tonnes (inclyding Mormugao port) in 1964-65. The
traffic handled by the intermediate and minor ports, which are about 170
in number, increased from 3.7 million tonnes in 1950-51 to 8.3 million topnes
in 1964-65. The main items which have accounted for the expansion in the
araffic at the ports are : Petroleum products, machinery, fertilizers etc. in
the import trade and iron ore in the export trade,

10. Air transport—Internal air services conmect 69 cities and towns
in the country and are used predominantly for passenger transport and for
carrying mail. These services were nationalised with effect from August 1953
and are operated by the Indian Airlines Corporation. There has been a rapid
expansion in these services since nationalisation. The number of passengers
flown on the internal air services which stood at 450,000 in 1950-51 and
431,000 in 1953-54 increased to 1.2 million in 1964-65. In terms of revenue
tonne kilometres, the traffic on the Indian Airlines Corporation has increased
from 51 million in 1953-54 to 109 million in 1964-65 and the available
capacity has increased during the same period from 75 million to 157 million.
The routes for passenger services have been divided broadly into four cate-
gories, viz: (1) trunk routes, (2) high density regional routes (including
important international routes, such as Madras-Colombo, Delhi-Kabul and
Delhi-Karachi), (3) average density regional routes, and (4) low density
regional or feeder routes. A study of growth of traffic on these routes in
recent years shows that the rate of growth of traffic between the years 1958-
59 and 1963-64 has been 14.6 per cent on the trunk routes, 12.5 per ceat on
high density routes, 10.0 per cent on average density routes and 5.5 per cent
on low density routes. .

Air services abroad are operated by a separate Corporation, the Air
India, which was also set up in 1953. These services have also n.lpxd?y expan-
ded since nationalisation, the number of passengers carried having increased,
from 30,556 in 1953-54 to 237,996 in 1964-65. Duﬂng .the same penos! 'the
revepue passenger kilometres have increased from 139 million to 1!088 million
and the available seat kilometres from 224 milfion to 2,276 million,

LiPC/66—2.
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TRENDS IN GOODS AND PASSENGER TRAFFIC

11. The burden of increase in internal traffic since the First Plan has fallen
mainly on the railways and on road transport. Over the period 1950-51 to
1964-65, railway freight traffic increased nearly two and a half times and
traffic by road is estimated to have increased almost five times. The share of
road transport in the total traffic carried by rail and road transport together
has increased from about 11 per cent in 1950-51 to about 23 per cent in
1964-65. The growth of traffic is illustrated in Table 1.

Table 1: Goods traffic carried by rail and roadt

(million tonne kilometres)

traffic carried by indices (base 1950-51)

year rail road total rail road total

1930-51 . . 44,117 5,500 49,617 100-0 100-0 1000

1935-56 . . 59,576 8,950 68,526 135-0 162-7 138-1
1960-61 oo 87,680 17,400 105,080 198-7 316-4 211-8>

1961-62 . . 91,218 21,000 112,218 206-8 381-8 226-2

1962-63 . . 100,693 25,000 125,693 228-2 454-5 253-3

1963-64 . . 106,841 27,000 133,841 242:2 4%0-9 269-7

1964-65 . . 406,570 31,000 137,570 241-6 5636 277-3

The figures of traffic, both goods and passengers, carried by road transport over the years
1950-51 to 1960-61 (Tables 1 & 5) have been estimated with reference to the number of
vehicles in the country in the corresponding years. The assumptions made in regard te

average lqad, annual kilometreage, load factor, average annual performance per vehicle
etc. are given below :

Trucks
petrol vehicles diesel vehicles
average load carried ) . . . . 3 tonnes 5 tonnes
average annual kilometreage . . . . 32,000 48,000
load factor . . . . . . 663 per cent 66% per ceat
average annual performance per truck . . 0-641akh tonne 1-60 lakh topne
kilometres kilometres
Buses
average seating capacity . . . . 30 passengers 40 passengers
average annual kilometreage . . . . 32,000 48,000
load factor . . . . . . 66% per cent 66§ per cent
average annual performance per bus . . 5°4lakh 12-8 lakh
Passenger passenger
kilometres kilometres

For the years 1961-62 to 1964-65, estimates of traffic are based on the results of traffic
surveys ondertaken by the Minstry of Transport on selected long distance routes ia the

country and studies on movement of selected commoditi d i -
‘wical Group for Transport Planning. Hies ndertaken by the Joint Tech
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12. The railways account for close on 77 per cent of the movement
of bulk commodities. This is brought out in Table 2, which summarises the
results of a study undertaken by the Joint Technical Group for Transport
Planning showing the relative share of railways, road transport and other
means of transport, including coastal shipping, inland water transport, pipe-
line, ropeways etc. in the movement in 1962-63 of coal, iron ore, limestone,
cement and petroleum products.

Table 2 : Relative shares of railways, road and other modes of transport in the

total traffic (1962-63)
traffic (million tonnes) percentage shares
Commodities rail- road  other total rail- road  other total
ways modes ways medes
of of
trans- trans-
port port

coal . . 614 35 40 689 89-1 51 58 1000
fron ore . 1413 0-8 50 2011 711 40 249 10040

fimeatone . 67 22 76 165 406 133 461 1000

cement . 69 20 05 94 714 213 53 1000
petroleum
products . 55 10 23 88 625 114 261 1000

Total . 948 9-5 19-4 1237 766 77 157 1000

As will be seen from Table 3, the average Iead for movement of bulk com=
modities by rail was considerably larger than for movement by road.

Table 3 : Average lead

(kilometres)
rail road
coal . . . . . . . 593 56
iron ore . . v e e« e e 299 137
T 276 7
cement P . . . . . . . 400 125

626 not av’ailnble
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13. The trends in the growth of passenger traffic by rail, suburban and
mon-suburban, are shown in the table below.

Table 4 : Passenger traffic by rail

(milllonsy

passengers originating passengers kilometres

year sub- non-sub total sub- non-sub  total”
urban urban uwrban urban

1950-511 » . ' . .. . 1284 .. .. 66517

195152 . . ., . 412 796 1208 6835 56237 63072
1955-56 . .. 499 776 1275 8165 54235 62400

~61 . . . ., . 685 909 1594 11818 65847 77665
196162 . . . . . 764 928 1692 13268 68617 81885
196263 . - . . . . 808 942 1750 13561 70430 83991

1963-64 . . . . . 882 990 1872 14460 74128 88388
1964-65 . . . . . 951 1041 1992 15761 77728 93489
percentage increase between

1951-52 and 1964-65 . . 130-8° 308 649 1306 382 482

Suburban traffic on the railways has increased much faster than the non-
suburban. Between 1951-52 and 1964-65, in terms of pasengers originat-
ing, suburban traffic has increased by 130.8 per cent against an increase of
30.8 per cent in non-suburban traffic. In terms of ‘passenger kilometres,
suburban traffic has increased by 130.6 per cent whereas non-suburban
traffic has increased by 38.2 per cent.

14. The relative expansion of passenger traffic by rail- and road has
been as follows since 1950-51.

Table 5 : Passenger traffic carried by rail and road
(million passenger kilometres)
indices (base : 1950-51)

year rail road  total rail r0ad  totel

1950-s1 . ., . . 66517 21333 89650 100-0 100-0 1000
195556 . . . . . 642000 31477 93877 93-8 . 1361 .104-7
196061 . . ., . 77665 57000 134665 116-8 246-4 1502
196162 . ., -, ‘. 81885° 50000 140885 1231 ‘2550 1572
196263 . . . . . 83991 65000 148991 126-3 2810 1662
196364 . . . . . 88588 69000 157588 1332 '298-3 1758
196465 . .

. - 93489 76000 169489 140-5 ,328-5 1891

ls?amte figures for suburban and non-suburban traffic for 1950-51 ate not available,
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Over the 14 years 1950-51 to 1964-65, passenger traffic by rail increased
in terms of passenger kilometres by 40 per cent, while passenger traffic by
road increased by nearly 228 per cent. The share of road transport in
the total passenger traffic carried by rail and road together increased from
about 26 per cent to about 45 per cent.

15. The factors which influence the growth of goods and passenger
traffic are somewhat distinct. Goods traffic is affected largely by the expan-
sion of aggregate production, more specially of industrial and mineral pro-
duction, and by movement of materials and equipment for large construc-
tion projects. Passenger traffic is more directly influenced by increase in
population, growth of national and per capita income, progress in urbanisa-
tion and changing habits in the community. Table 6 presents indices of freight
traffic carried by rail and road transport alongside indices of growth of
national income and industrial, mining and agricultural production.

Table 6 : Freight traffic and economic trends!

freight tonne-kilometres patiopal industrial mineral  agricui-
year income produc- produc-  tural
rail road total at tion tion produc~
1948-49 tion
prices
1 2 3 4 5 6 7 8
1950-51 . 100-0 100-0 100-0 100-0 100-0 100-0 98-8
195556 . 1350 162:7 138-1 118-4 125-0 111-6 116-8
1960-61 . 198-7 316-4 211-8 144-1 177-0 157-7 139-72
1961-62 . 206-8 381-8 226-2 1476 189-4 169-3 141-8

1962-63 . 228-2 4545 253-3 1511 203-7 185-4 137-22
1963-64 242-2 490-9 269-7 157-5 222:6 202-2 140-52

It will be seen that over the period 1950-51 to 1963-64 freight traffic
increased at a rate distinctly faster than the rate of growth of national income
or expansion of output in industrial, mineral and agricultural sectors. Simi-
larly, as the table below will show, passenger traffic has tended to rise
somewhat faster than growth in national income.

Table 7: Passenger traffic and economic trends

(base year 1950-31)
national population
your passenger kilometres income at (mid-year)
1948-49
rail road total prices
1950-51 L. 100-0 100-0 100-0 100-0 100-0
1935-56 . . 93°8 136-1 104-7 118-4 109:2
1960-64 . . 116-8 246-4 150-2 1441 1211
1961-62 . . 1232 2550 157-2 147-6 123-6
1962-63 . . 126-3 281-0 166-2 151-1 126-9
1963-64 . . 1332 298-3 175-8 157-5 129-9
1Tho base year for columns 2, 3, 4 and § is 1950-51; for columns 6 and 7—1951

and for columns §—crop year ending June 1950.
aProvisional.
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IMBALANCES IN TRANSPORT

16. Continuous efforts have been made during the first three Plans to
expand the capacities of rail and road transport and other media of trans-
port so as to meet the growing requirements of the economy. Over this
period, however, from time to time temporary imbalances have emerged
between the supply of and demand for transport, and these have in turn
affected adversely developmental efforts in other sectors, specially in mining
and industry. When shortage in transport occurred about the middle of
the First Plan, steps were taken to expand rail capacity through adjust-
ments in Plan allocations and State Governments were urged to liberalise
licensing policies for road tramsport. The transport position improved
towards the end of the First Plan, but became difficult once again in the
closing years of the Second Plan. In particular, there were pressures and
bottlenecks in the movement of coal from the Bengal-Bihar coalfields
towards the northern, western and southern parts of the country. Difficulties
were also experienced in the movement of raw materials and finished pro-
ducts of industries, such as cotton textiles, jute manufactures, cement and
iron and steel. In the first year of the Third Plan, these difficulties became
even more acute. A series of measures were then taken to increase rail
capacity and augment rolling stock and bring about a marked improvement
in the transport situation. Additional line capacity works were undertaken
by the railways and road programmes were strengthened. Coastal move-
ment of coal was stepped up and industries farther removed from the coal-
fields were encouraged to switch over from coal to furnace oil. The trans-
port situation began to ease towards the end of the year 1962, Loadings
on the railways increased and the outstanding registrations which had
reached a high level in 1961 began to show a downward trend. The out-
standing registrations on the broad gauge system of the railways which were
equivalent to about 4.5 days’ loadings on the last day of December 1961
declined to the level of about 3 days’ loadings at the end of December 1962
and te about 1.5 days’ loadings at the end of December 1963. Even at
the end of December 1964, outstanding registrations were as low as equiva-
lent to 1.5 days’ loadings. In recent months, the loadings on the railways

have been steadily going up in response to the increasing demands for
transport capacity.

17. This brief review of the experience of the past decade and more

Suggests that in the first phase of development transport requirements have
tended to increase at a rate considerably higher than the rate of growth of

output in industry, mining and other sectors. This was to be expected
bec?use of the emphasis given since the Second Plan to the development
of industries, and specially of heavy industries. Temporary imbalances
between supply of and demand for transport could also occur because of

difficulties in making an advance assessment of requirements in relation
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both to time and location. Techniques for estimation of requirements for
transport have improved in some measure, though not yet sufficiently.
Assessment of tramsport needs calls for close and continuous appreciation
of the progress of plans for industrial development and the functioning of
the emtire industrial and agricultural economy as well as for systematic and
consistent projections for the future. In determining ahead and planning
for capacities to meet the requirements for transport, a coordinated view
has te be taken of various media and, in particular, ef rail and road trans-
port. This makes it all the more essential that in the interest of uninterrupt-
ed economic growth, development of tramsport capacities should not lag
behind requirements and decisions te augment capacities should be taken in
ime. A measure of flexibility to take care of unanticipated changes in
demands for transporiation arising from short term shifts i production
should be built into the plenning of transport. Finally, in relation to im-
balances arising from the growth of industrial production, it has to be
recognised that the bulk of the residual burden falls on the railways and
pressures on transport reflect first and foremost on the operations of the
railways. Therefore, rail capacities built up through investments over
earlier periods and capable of being utilised at low marginal cost constitute
an important asset for the economy. At the same time, plans for road trans-
port should provide for expansion on an adequate scale so that, together,
rail and road transport can meet emergent demands for additional transport

at short notice.

CHANGES IN COMPOSITION OF TRAFFIC

18. In common with trends observed in a large number of countries,
in recont years, while both rail and road transport have developed consi-
derably their relative shares have changed markedly in favour of road
transport. The share of the Indian Railways in the fotal goods traffic
carried by rail and road together has diminished from about 89 per cent in
1950-51 to about 77 per cent in 1964-65. In passenger transport, the
share of the Indian Railways has declined during this period from about 74
per cent to about 55 per cent. There have been corresponding increases
in the share of road transport both in goods and passenger traffic. The
broad trends which have been in operation are illustrated by two studies
which have been undertaken, one during the period 1959-61 at the instance
of the Committee on Transport Policy and Coordination and the second
in 1963 by the Ministry of Transport at the request of the World Bank

Study Team on Coal Transport.

19. Tn the first study six important long distance inter-State routes were
selected with a view to assessing the nature and quanfum of'traﬂic moving
by road. About 19.7 per cent of trucks moved over & distance of 320

kilometres (200 miles) or more and 8.3 per cent over a distance of’480
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kilometres (300 miles) or more. About 54 per cent of cotton and raw
jute, 39 per cent of textiles, 26 per cent of finished goods, 37 per cent of
provisions, 20 per cent of iron and steel were found to move beyond 480
kilometres (300 miles) on certain routes. Although the quantities involved
were small, it is significant that road movement of finished goods and
textiles extended even beyond 1600 kilometres (1000 miles). The second
study included 16 principal routes. Although data in the two enguiries
are not strictly comparable, it will be seen from table 8 that in 1963 the
average lead for carrying certain commodities was found to be generally
higher than during 1959-61.

Table 8 : Average length of haul

(kllometres)
commodities 1959-61 1963
foodgrains . . . « . . . . 150 28
oilsceds . M . . « . . . . 237 281
fruits and vegetables . . . . . . . 243 300
iron and steel . . . . . . . . 264 - 412
textiles . . . . . . . . . 386 633
building materials . . . . . . . 157 150
provisions . . . . . . . . 352 467

The broad trends indicated above were also borne out by enquiries made
by the Committee on Transport Policy and Coordination from a number
of leading enterprises regarding the modes of transport employed by them.
1t is clear that increasing quantities of high rated commoditics such as
chemicals, textiles, yarn and textile machinery and miscellaneous goods
now move by road over considerable distances, which may extend as much
as 1000 to 2000 kilometres and sometimes even more.

20. In recent years, rail traffic in commodities of higher unit value, on
which railway freights are generally higher than freights charged by road
hauliers, has tended to decline, while the proportion of bulk commodities
which have comparatively low unit values, on which railway freights are
relatively low, has tended to increase. In studying trends in the composi-
tion of rail traffic, it is convenient to divide traffic into two broad categories,
‘low rated’ and ‘high rated’. The railway rate structure as revised from
October 1, 1958, (following the report of the Railway Freight Structure
Enquiry Committes 1957) is built round two separate basic rates known as
Class 100-A and Class 100-B and, generally, all rates are expressed as
percentages of these basic rates. Commodities which were previously
chargeable at wagon load scales have been linked to the standard Class 100-A
at appropriate percentage rates. All other commodities have been linked
at appropriate percentage rates to the standard Class 100-B. Coal in
wagon loads has been charged on a separate scale, In the present analysis,
bem(}es coal, commodities listed under categories up to 40 per cent of Scale—
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A of the railway tariff schedule have been treated as low rated commodities.
These include such commodities as iron ore, limestone, salt, foodgrains,
fruits and vegetables, sugarcane, wood etc. Commodities included in cate-
gories above 40 per cent of Scale-A and those in Scale-B have been taken
to be high rated. In following this basis for division of traffic between high
rated and low rated, we have in view the relationship of rates to costs of
haulage. In the case of low rated commodities, rates either do not recover
costs or do so barely, while in the case of high rated commodities, they
yield a surplus over costs. The division of traffic between high rated and
low rated commodities has of course a certain element of arbitrariness;
nevertheless, it is a convenient way of illustrating changes in the composi-
tion of rail and road traffic over a period. The following table shows for
the period 1956-57 to 1964-65 the total originating tonnage in respect of
low rated and high rated commodities carried by railways and their relative
proportion in the total revenue earning traffic.

Table 9: Low rated and high rated rail traffic

tonnes originating  percentage  freight earnings proportion
(Rs. crores)

Year (millions) to total traf- of earnings
fic to total
freight ear-
nings

low high total low high low high total low high

rated rated rated rated rated rated rated rated

1956-57 . . 62-3 363 98-6 63-2 36-8 7881217 200-5 39-3 60-7
1957-58 . . 684 33-8102:2 66-9 331 98-4 126-7 225-1 43-7 56-3
1958-59 . . 709 32-3 103-2 68-7 31-3 110-5 125-7 236-2 46-8 532
1959-60 . . 77-4 33-3 110-7 69-9 30-1 121-4 136-0 257-4 47-2 352-8
1960-61 . . 85-3 34-4 119-7 71-3 28-7 134-7 145-2 279-9 48-1 51-9
1961-62 . . 91-4 34-1 125-5 72:8 27-2 148-0 1519 299-9 49-3 50-7
196263 . . 101-7 37-7 139-4 72-9 27-1 1721 170-4 3425 50°2 49-8

1963-64 - . 106-8 40-8 147-6 72-3 27-7 1899 196-4 386-3 49-2 508

1964-65 - . 106-6 42-2 148-8 71-6 28-4 191'4 207-6 399-0 48-0 32-0

ease in rail traffic which has taken place since

A large part of the incr ke
the beginning of the Second Plan is in low rated commodities. Broadly,
low rated traffic accounts for 9 per cent more of the total freight earnings

of the railways and high rated traffic for 9 per cent less than it did in
1956-57. The proportions of low rated and high rated traffic to the total
e altered correspondingly. Generally

traffic carried by the railways hawv n fing
speaking, the railways do not appear to have obtained a significant share of
the increase in high rated traffic which has become available on account of

increase in industrial production. In recent years, however, the volume of
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traffic in high rated goods on the railways has shown a tendency to increase.
The importance to the railways of high rated traffic may be judged from
the fact that the earnings from such traffic account for about one-half of
the total freight earnings of the railways.

21. The trends for different Zonal Railways are shown in the following
table :

Table 10 : Zonal railways—proportion of low rated traffic

zonal raflway volume of lowrated  earmungs on low rate
traffic as per cent of  traffic as percent of
total traffic total earmings

1956-57 1964-65 1956-57 1964-65

central . . . . 40-6 65-1 26-3 42-1
eastern . . . . 74-9 76-6 51-7 57-8
northern . . N . 63-3 64°0 51-1 52-3
southern . . . . 59-7 70-4 42-9 47-9
south eastern . . 72-4 831 43-0 535
western - . . . 54-2 57-0 ) 350 403
north eastern . . . 58-91 55-8 50-01 40-0
northeast frontier .o 39-61 36-0 25-91 29-7
indian railways B . 63:2 716 ) 39-3 43-0

On most of the railway-systems, the proportion of low rated to total traffic
increased between 1956-57 and 1964-65. On some Zonal Railways, such
as Central and Northern, while the total traffic has increased in recent years,
the quantum of high rated traffic has registered a substantial decline not
merely relatively to the total but also in absolute terms. High rated com-
modities in which the quantum of rail movements diminished in absolute
terms on several of the Zonal Railways are raw cotton, oilseeds, sugar,
cotton manufactures, jute manufactures, tea, hydrogenated and non-hydro-
genated oils, kerosene in tins, petroleum, fuel oil, general provisions etc.
These are the very commodities in which trafic by road has increased
steadily in recent years. It may, however, be mentioned that on the Eastern,
South Eastern and Western Railways, the quantum of high rated traffic
increased significantly in absolute terms between 1956-57 and 1964-65
even though the rate of increase was not as much as in the case of low rated
traffic. Moreover, on the Central, Southern, Western, North Eastern and

'These figures relate to 1958-59. The Northeast Frontier Railway was formed in

January 3958 prior to which it was an integral part of the North Eastern Railway,
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Northeast Frontier Railways, the share of earnings from high rated traffic
is still quite high and exceeds 50 per cent of the total earnings.

22. Increase in the proportion of low rated traffic on the railways, in
the proportion of freight traffic carried by road, in the share of road trans-
port in moving high rated commodities and in the proportion of long distance
movement by road are but different facets of the same situation, namely,
growth of road transport services and expansion of the road system and the
need to devise appropriate methods of coordination. These developments
are by no means umique to India. They have occurred in most countries,
specially with the growth of motor transport after the Second World War
and the greater technical capacity of modern road transport to handle large
quantities of goods and to move them swiftly across long distances. Facilities
provided by road transport, such as, the personal attention given to consign-
ments, the time required for actual movement, specially over short and
medium distances, and door to door delivery are of great importance in the
efficient movement of goods of comparatively higher value and of commo-
dities other than bulk commodities. Although significant adjustments have
been made recently, railway rates have been based in the past mainly on
the value of service principle and the relatively high rates charged by the
railways for the more highly priced goods have tended to enhance the scope
for competition from road transport. A third factor which has operated
in favour of road transport is that the development of new rail capacities
has been necessarily linked with the expansion of basic industries and pro-
vision of facilities as a matter of priority for the movement of industrial raw
materials and finished goods. The concentrated nature of the new bulk
traffics which have arisen on account of industrial and mineral development
and the relatively dispersed location of plants producing manufactured goods
which can be transported by road have also increased the area of operation
of the road transport industry. As both railways and roads connect import-
ant industrial and urban centres, a considerable part of the road system
runs parallel to the railway network. This development could hardly be
avoided though, in certain situations, this very factor may increase the scope
for competition between rail and road transport on long distance routes.
The greater concentration of road transport along routes coppecting the
larger towns and cities is to be attributed, in fact, to the fact that the road
network in most rural areas and in the less developed regions is not yet
impressive encugh. As the road system develops in depth, there will be

greater scope for diversification of road tramsport services.

23, Between 1950-51 and 1964-65, passenger traffic by rail increased
in terms of passenger kilometres by about 40 per cent. During this period
passenger traffic by road increased nearly threefold. On the railways, the
rate of increase was much larger for suburban than for non-suburban traffic.
Between 1951-52 and 1964-65 suburban traffic in terms of passenger kilo-
metres went up by about 131 per cent, while non-suburban traffic increased
by 38 per cent. Table 11 below shows the extent to which total passepger
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traffic and non-suburban passenger traffic increased on different Zonal Rail-
ways during the period 1956-57 to 1964-65.

Table 11: Growth of passenger traffic

1956-57 to 1964-65 (percent)

Zonal railway non sub;;léxg passenger Iotaltr aé)icasscngcr
passengers  passenger passengers passenger
originating kms. originating kms.

central . . . . 37-0 39-0 64-5 48-5
eastern . . . . 36-1 46-1 70-1 59-4
northern . . . . 12-0 25-3 12:0 25-3
north eastern . . 19-91 43+51 19-91 43.51
northeast frontier . . 38-11 50-31 38-11 50-31
sounthern . . . . 7-9 9-6 20-0 12-4
south eastern . . 70-4 62:6 64-4 61-9
western . . . . 29-3 26-1 62-5 38-5
indian railways . . . 23-9 32-1 46-5 38.7

The average lead of non-suburban passenger traffic on the railways has shown
a slight tendency to increase in recent years, having gone up from 67 kilo-
metres in 1956-57 to about 75 kilometres in 1964-65. A factor which has
doubtless contributed to this is the expansion in road transport services and
their relative convenience, specially in respect of short and medium distance
passenger traffic. Passenger traffic on the Northern and Southern Railways
has not recorded any significant increase over the last few years., The
Southern Railway has faced considerable competition from road transport,
specially in long distance services. On the Northern Railway the occupa-
tion ratio of trains on most of the branch lines has been low. On several
branch lines of other railway systems also the occupation ratio in passenger
trains has been comparatively low. These trends reflect the greater avail-
ability of road transport services and, consequently, the greater competition
now encountered by the railways on secondary routes and for short and
mediom distances. The fact that such trends are likely to continue into
the future has certain implications for the continuance of a number of
branch lines. Many branch lines were buiit originally to serve primarily
the needs of passenger traffic even more than of goods traffic. Such traffic

is still the main source of earnings on these lines, but in several instances
the earnings are diminishing.

24. In the foregoing paragraphs we have attempted to bring out the
broad features of the transport situation in India, There has been gradual
expansion of the transport system in response to growing requirements, At
the same time, competition between the two principal forms of transport—

YThese figures represent increases over 1958-59 which s the first i
on the North Bastern and Northeast Frontier Railways, 7St year of operation
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railways and mechanised road transport—has also increased, specially on
long distance routes. Transport requirements have increased faster than
the rate of growth of the economy generally and, from time to time, tempo-
rary imbalances between supply of and demand for transport services have
manifested themselves. The pattern of traffic on the railways has under-
gone important changes with growing preponderance of low-rated traffic and
increase in the share of road transport in the total traffic in goods and passen-
gers carried by rail and road together. These developments in transport
and the composition and volume of demands for transport have been influ-
enced by a number of factors, the most important being the impact of
industrial and economic development under the Five Year Plans. It has
been seen that a slackening in the rate of growth of the economy can soon
lead to temporary surpluses in tramsport, specially on the railways, and
increases in the tempo of economic activity can lead, equally swiftly, to
acute transport shortages. The emphasis in the Plans on basic and heavy
industries tends to increase the proportion of traffic in bulk commodities
carried by the railways. The growth of consumer goods industries and
industries Tequiring special facilities has led to increased demands for road

transport facilities.

25. Transport requirements will grow in future with the growth and
diversification of the economy. A large measure of expansion will be
called for in the coming years both in railways and road transport and both
systems of transport will have vital and complementary roles. The rail-
ways, being specially suited for long distance bulk traffic, will doubtless
adapt themselves more and more to the requirements of such traffic and
will, at the same time, take steps to increase their competitive capacity to
carry other traffic. With diversification of production and expansion of
consumption goods industries, there will also be increasing demands for.
expansion of road transport. Considerable expansion in road transport
tacilities will ' be needed to meet the requirements of rural areas, to promote
the growth of agriculture and rural industry and for the development of
the less advanced regions. A national transport policy must, therefore,
seek to build a transport structure of the right size and pattern, consistent
with the scheme of economic development envisaged under the Plans and
capable of meeting the demands of the future. The basic problem is to
develop the different modes of transport in such proportions and combina-
tions as will meet the full needs of the developing economy of the country
economically and to provide for the largest measure of coordination possi-
ble, so that the various transport services will become complementary to one
another and will function as a composite network. In secking the objec-
tive of coordination, it will be necessary not only to establish appropriate
criteria for the distribution of traffic between different modes of transport,
but also to consider, in the given conditions of India, the economic policies
and the organisation and structure through which these criteria can be given

practical effect in the day to day working of the transport system.



CHAPTER Il
APPROACH TO PROBLEMS OF COORDINATION

QOBIECTIVE OF COORDINATION

CHANGES in patterns of traffic carrred by rail and road, to which atiention
has been drawn m Chapter II, should be viewed, not as an isolated pheno-
menon, but as an aspect of the expansion of the ecopomy and of the trans-
port system as a whole. In part, these changes are accounted for by
changes 1n demand for different transport services, in part by the relative
costs at which the demands are met. If the transport system is viewed as
an mtegrated network, disregarding the fact that each service may be operat-
ed by a different agency, frequently under diverse ownership, the objective
of coordmation may be stated to be to develop the various modes of frans-
port as complementary services 1n such proportions and combinabions as
will meet the total need of the commumty at each given stage at mininum
cost to the ecopomy.

2. The problem of coordination in transport has to be considered, thus,
in the dynamic comtext of growth. Tts essential elements are, firstly,
changes m the volume and composition of the services needed by the eco-
nomy from period to period and, secondly, the cost at which these services
can be established and operated. As between diffcrent transpoft services,
the more smportant aspect 15 complementarity though, within a range deter-
mined by users’ preferences and the prices at which individual services
become available, there 1s also a sipnificant element of substitutability. The
problem of substitutability may amse in vanious forms. Within a single
mode of transport, there may be the guestion of cost of substitution of one
technoiogy for another. Thus, it may be necessary to choose on the rail-
ways between electric or diesel traction and steam trachon or between
faster tram, services and full train loads and slower services and tramns com-
prising wagon loads; m imiand water transport between modern vessels and
country craft; in road development, between wider roads with thicker surfsce
and narrower roads of lower specification. As between different modes
of transport, at given prices or for specific purposes, one mode may be
preferred to another as occurs, frequently enough, between road and rat
transport or between rail and water transport. In either case, substitutabi-
lity is conditioned as much by the factor of technical and economic efficiency,
the quality of the service provided, as by considerations of cost and price.
The price paid by the consumer of a service influences s preference. {ost
may refer to the cost incurred by the individual operator of the service or
by the community as a whole. In considering the problem of coordination
in tran_sport, it 18 cost 1 the latter sense, that s, social cost, which is decisive,
The price paid by the wser for a service may or may not reflect the cost to the

.3
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operator. The operator’s cost may or may not mclude significant elemenis
of cost which have to be borne by the community. Since what requires to
be determined are social costs, whils making as careful an estimate as possible
of the costs of operators of any transport service, there are other elements
also which have to be evaluated, such as the cost of maintaimning a road track
At the same tune, while reckoning social costs, the social benefits derved
from a service must also be considered. These are not always easy to
measure, They may reflect the social values and judgment of the com-
munity functiomng through jits various organs and may in fact be of great
importance m reaching conclusions on public policy for transport.

3. Planning for transport involves decisions, which often remain only
implicit, concerning the distnbution of traffic between different modes of
transport. These determine the guantum of resources-—capital, foreign
exchange, scarce materials and personpel-—which should be dewvoted to the
development of didfferent services durmg any pgiven period, the prices at
which the services are made available and the return on investment in the
development of transport. The central purpose of transport policy is,
therefore, to create such techmcal, economic and other conditions for the
distribution of traffic between different modes of transport as well help ensurs
to the greatest extent feamble that faciltties in each mode are developed in
such proportions and operated in such manner as would meet the total
needs of the economy at mupimum cost to the community, In practice, as
we shall sze, this problem may not be easmly resolved—and it certainly
cannot be resolved by adopting any simple set of rules. Nevertheless, hav-
ing regard to the hmmitations of resources and the large claims vpon them,
not the least by the transport sector itself, it is important that every effort be
made to achicve progressively as close an approximation to the objective as
may be possible and, to this end, to develop systematically the necessary
economic and statistical information for different modes of transport, (o
utilise such information in making the main decisions and to kecp under
constant review the facts concerning costs of tramsport and changes in the
demand for vartous services and in the composition of traffic.

4. Three further observations may be made at thus stage on the subject
of allocation of traffic between different modes of transport. First, such
allocation of iraffic is intended to facilitate key decisions on the part of
pubhc authorities, including those conecerned with planning, bearing, for
instance, on imvestraent and pricing policies. Secondly, since any alloca-
tion of traffic is at best based on estimates of demand on given assumptfons,
the broad trends which it implies are even more important for policy and
action than the details of the estimates themselves. The primary purposec
of traffic allocations is, thus, to provide a certamn perspective on growih
rather than a rigid frame. ‘Thirdly, it 15 essential to take a fairly long-term
view, both because decisions m the field of transport commmt Tesources for
the future and are not reversible at short notice and because aflocations of
traffic have the positive aim of promoting or stimulating action on the part
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of users and operators which may best subserve the overall interest of the
economy over a period of years.

RAIL AND RoAD COSTS

5. Apart from reckoning cost elements of a social nature falling cutside
the customary costs of operators, even in estimating the latter there are
several problems of method and approach on which much work still
remains to be done. Before reviewing some of the available cost data for
India, these problems may be briefly stated. Some of them are common to
the transport sector as a whole, others pertain to particular services. One of
the common problems is to apportion joint costs between different services
or to different types of traffic. For instance, the railways provide both
passenger and freight services. The track, signalling facilities and terminals
as well as a considerable body of operating personnel are common. Main-
tenance costs, including such elements as embankments, drainage etc. are
also common. Some elements in common costs are measurable, such as
the cost of making and mamtaining the track, signalling, terminals etc.,%ut
imputation remains a difficulty calling frequently for more or Iess arbitrary
assumptions, not only for apportioning particular costs to different types of
traffic, but also for making allowance for volume of traffic and for duration
of the asset or service to which a given cost is related. In much the same
way, the cost of making and maintaining a highway has to be apportioned
between different road transport services, such as the movement of passen-
gers and goods in different types of vehicles, taking account to the extent
possible of factors like space occupied, frequency of service and wear and
tear caused. These are aspects of the problem of cost determination which
cannot be adequately considered without the aid of technical and economic
data which must be specially gathered through road tests, traffic surveys and
other investigations. In actual practice, both for rail and road transport, it
is necessary to conduct over a period a series of investigations into costs,
both total and marginal, for specific sections and specific streams of traffic

50 as to bumid up a body of data on which dependable policy judgments may
be based.

6- Another problem of considerable importance is the treatment of taxa-
tion. In the case of road transport, taxation takes the form of taxes on
motor vehicles, excise duties on fuel and accessories, import duties, sales
taxes, income tax and corporation tax on surpluses accruing to individual
undertakings and local toll taxes. On the one hand, it is difficult to isolate
that element in taxation which may be attributed specifically as costs incurred
by the industry on account of services or facilities received from public
authorities; on the other, almost all taxation has larger social and economic
objectives and none of the taxes may be regarded only as a specific charge
on the road trapsport industry. Frequently, all taxes levied on the road
transport industry are reckoned as costs. There would be good reasom to
do 50 in the case of taxes like the motor vehicles tax, taxes on fuel and acees-
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sories and sales tax etc.; but income and corporation taxes and toll taxes
should perhaps be kept outside the costs of the industry. Similarly, in the
case of railways, the surplus transferred to the general budget after allow-
ing for interest on capital could be excluded from costs of rail transport.
Being a departmental undertaking the railways do not pay income tax or
corporation tax, but they have to pay indirect taxes such as excise duties,
sales tax and duties on imported component and materials. The important
point to note is that the different elements of taxation that enter into the
cost of a service need to be isolated and quantified as well as assessed with
reference to considerations such as whether the tax represents a quid pro
quo for benefits received without charge, or a contribution to general social
purposes or a device to bring actual costs more in line with costs to the

society or something else.

7. Studies of costs of tramsport have received a great deal of atiention
in recent years and much pioneering work has been undertaken in U.S.A.
and other countries in the west. On the Indian Railways, until a few
years ago, no detailed cost studies were done and the system of accounting
in vogue did not lend itself readily to detailed apalysis of costs of haulage
of specific types of traffic hauled by the railways.

Recently, the Indian Railways have carried out a study of their existing
system of accounting so as to facilitate cost calculations for specific services
provided by the Railways. The Railway Board have issued imstructions to
the Zonal Railways to introduce a series of changes in the existing account-
ing system. These changes will necessarily be completed over a period.
The Railway Board have also attempted a breakdown of the average operat-
ing cost figures into the cost of individual functional services like terminal
services, marshalling, line haul, transhipment etc, They have studied costs
of goods traffic separately for (a) movement of ‘smalls’, and (b) movement
of full load wagons. The results of this study, which takes into account
goods traffic moving on the railway system as a whole and is based on the
accounts for 1962-63, are summarised in the following table :

Table 1 : Breakdown of railway freight costs (1962-63)
unit broad gauge metre pauge

terminal

smalls per tonne . . . . Rs. 8-66 332

full load per tonne . . . . . ” 1-19 1-63

full load per wagon . . . . - ,, 24-12 19 15
line haul

movement per tonne kilometre (gross) . . Paise 1-08 1-82
other operations

Rs. 4-60 494

repacking of ‘smalls’ per tonne per handling .
marshalling per wagon per yard handled » 10-90 9-73
transhipment—per tonne . 2-55 2-35
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These data are in the nature of an approximation. Steps are now being
tuken by the Railways to ascertawn as a regular practice umit costs for the
functronal group of services and also to work out costs of transport of speci-
fic commodities on the basis of data obtained from the Zonal Railways.

8. In respect of road transport services, little systematic work on costs
kas been dome so far. In 1959-60, the Committee on Transport Policy and
Coordmation carned out a pilot investigation into the costs of operation of
three seiected road transport undertakings with the assistance of the Chief
Cost Accounts Officer of the Ministry of Finance. The resuits of the stady
were set out in the Commuttee’s Preluninary Report! and a resoms is given 1n
Appendix 7 of this report. The range between the highest and the lowest
costs was found to be very wide. The cost per vehicle kilometre varied
from 35.2 paise to 72.2 paise and that per tonne kilometre from 7.3 paise
to 28.4 paise. Owng to the limited scope of the study, these resuits are
to be regarded as illustrative rather than as a measure of the average costs
of road haulage or of the prevaring range of variation between them. It
may be of interest to note in this connection that the average rail costs for
1964-65 worked out to 3 48 paise per tonne kilometre on the broad gauge
and 5 03 paise per tomne kilometre on the metre gauge.

&

9. More recently, the World Bank Study Team om Coal Transport has
made 2 study of the costs of haulage of coal by railways, road transport,
coastal shipping and other modes of transport, such as ropeways and pipe-
hnes which, though related specifically to coal, throws useful hght on the
comparative position of the rallways, road transport-and other modes in res-
pect of services provided by them. The following table compares the costs
of rail and road wansport for the economy as worked out in the World Bank
Study Team’s report.

Table 2 : Costs of haulage of coal per ton to cconomy

road costs

kilometre rail costs 13 ton tract- 19-ton tract-
or and or and

semm-trailer? semi-trauler?
L0t B . . . 7-47 614 3-71
200 . . . . . 9.36 10 38 9-61
300 . . . . . 11-25 14-16 13-18
400 . . i3 14 18-62 17-28
500 . . . . . 15-.03 23-09 21-24

1Commuttee on Transport Policy and Coordination, Preliminary Report pages 78--79
2The trucking cosis are based on a return trip 25 per cent empty.
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Ta determine rail costs to the economy, the en route and terminal’ costs have
been adjusted by ehmnatng the tex portion, adding a domestic preference
adjustment for the foreign exchange component and using a nominal rate
of 12 per cent for return on inve$tment. Similarly, in working out the cost
of road transport to the economy all taxes have been excluded, domestic
preference adjustments have been made on foreign exchange expenditure,
and the rate of return on net investment has been taken at 12 per cent. On
a companson of rail costs and road transport costs under the most favourable
conditions, the World Bank Study Team's report came to the following
comnclusion .

“These figures demonstrate that trucks of even higher capacity on
good roads show a higher cost than rail except when the haul
is less than 200 kilometres. However, the favourable trucking
costs below 200 kilometres cannot be attained unul there is a
vast mmprovement m the condition of the highways near the
collieries and on the mam routes and untid trucks of far greater
capacity than those now i use in India are produced. More-
over, the trucking costs do not include amy capital charges for
improvements in highways. For the foreseeable future, there-
fore, 1t 1s indicated that the costs of the rail movement of coal
will be well below those by highways.”

10. We have also attempted a comparison of rail and road costs with
the help of data furnished by the Railway Board in regard to rail costs and
data on road costs as worked out by the World Bank Study Team. Such
a comparison has been shown in Table 3, but it is necessary to stress that
the data should be interpreted with caution. Rail costs were worked out
separately for bulk commodites and for light merchandise. Road trans-
port costs given in the table represent full costs as worked out in the World

Bank Study

11. Tt will be seen that road transport costs for a 13 tonne tractor-traifer
are higher than rail costs for bulk movement at and above 100 kilometres on
both broad and metre gauges. For light merchandise, costs of road transport
in 8 tonne trucks are lower than costs of haulape of light merchandise by rail
up to a distance of about 50 kilometres on the broad gauge and up to about 100
kilometres on the metre gauge. The figures of rail costs of light merchandise
have been worked out on the basis of wagon load movement However, if
rail costs are worked out on the basis of movements in ‘smalls’, they would
be higher. The rail costs would be still higher 1f marshalling and transh:pment
costs are also added. The road transport costs would also be higher if altow-
ance were made for the fact that light merchandise might not load as well as
coal. Costs could also be worked out for trucks with pay lIoad of less than 8

tonnes.
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Table 3 : Comparative rail and road costs

(rupees per tonus)

distance (kilometre) rail costst road costs2

bulk light 13 ton 8 ton
commodities merchandise tractor trucks

broad metre broad metre and semi-

gauge gauge gauge gauge trailer

50 . . . 6 53 1-59 14 86 17-73 567 9-76
100 . . . 7-35 8-93 16-02 19-67 9-72 17-12
150 . . . 8-18 10-28 17-18 21-62 13-21 23-22
200 - . . 9-00 11 62 18-34 23-56 16-60 29:56
250 . - - 9-83 12 97 19-50 25-51 19-83 35-35
33 . . . 1065 14.31 2)-66 27-45 22 59 42-16
400 . . . 1236 17-00 22-98 31-3¢4  29-85 55-77
500 - . . 13-95 19-65 25-3) 35-23 37-10 69 38

12. In comparing rail and road costs, it is somewhat risky to generallise
on the basis ot average costs. Therefore, 1t is necessary to obtain comparative
data on costs pertamning to specific flows of traffic. At the request of the
Committee, the Railway Board have prepared estimates of costs of rail move-
ment for certain selected commodities on specified sections on the railways,
which has taken into account marshalling, repacking and transhipment costs.
The following table compares rail and road transport costs on these sections.

‘The following assumptions have been made i rail cost calculations :

(i) Costs of rail haulage pertains to the railway system as a whole. They
have been worked out on the basis of through traiz movemeat of full

load wagons Transhipment or marshalling costs en route have not been
taken into account

(ii) In the case of bulk commodities, the loadability of wagon has been
assumed to be 22 tonnes for broad gauge wagons and 14 tonmes for
metre gauge wagons In the case of light merchandise, the loadabihty has
been assumed as 13 tonnes and 8 tonnes respectively,

(iii) Terminal costs at each end, both for bulk commodities and light merchan-
dise, have been taken at Rs. 24 12 per wagon for broad gauge and at
Rs. 1915 per wagon for metre gauge. These work out to Rs. 1.10 per
tonne for broad gauge and Rs 1.37 for metre gauge in the case of bulk
commodities and to Rs 1.85 per tonne for broad gauge and Rs. 2.39 per
tonne for metre gauge for light merchandise.

(iv) The tare weight or the weight of the empty 4-wheeler broad gauge wagon
has been taken as 10 tonnes and that of metre gauge wagon as 6 tonnes.

(v) The empty return ratio is assumed to be 30 per cent for both bulk com-
modities and light merchandise.

(vi) Local transport charges have been assumed at Rs. 3.50 per tonne for
bulk commodities (only at one end) and at Rs. 5§ each at the two ends
(1.e. Rs. 10 1n all) for light merchandise.

*Road cost estimates for 8 tonme trucks pertain to roads as they are at present;
these for 13 tonne trucks refer to ‘good’ roads on which such vehicles can ply.
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Table 4 : Costs of movement per tonne by rail and road of specified
commodities on selected sections (1562-63)

(rupees)
sections distance name of commodity raill road?
(kms.) wagon small3
loads
Howrah-Nagpur . 1131 building maternals 33-7 46-2 150-3
Delhi-Nagpur . 1093 budding matenials 33-4 58-6 150-8
machinery 51-9 67-6
Nagpur-Bombay - 837 foodgrains 27-8  53-7 115-5
cotton-raw-loose 42-0 697 144-4¢
cotton-raw-pressed 33-0 58-5
fruits & vegetables 342 58-5f 115-5
Madras-Cochin . 693 foodgrains 25-2 40-6 95-5
cotton-ioose 50-9 58-9 119:44
Howrah-Varanasi . 678 iron & steel 24-8 52-2
mineral oils 29-2 64-4 93-6
Bombay-Ahmedabad 491 textiles 250 38-1 681
cotton-raw-loose 40-1 46-3 85-24
Bilaspur-Rourkela . 305 Lmestone 13-4 .. 426
Agra-New Dethi . 194 leather manufactured 22-0 39-9 28-8
Bombay-Nasik . 188 cotton textiles 22-1 38-8 27-8
Palanpur-Ahmedabad 133 petroleum products 19-1 30-0 21-2
Calcutta-Kharagpur 116 tea 17-0 24-7 19-9
Calcutta-Burdwan . 107 jute manufactured 15-5 34-0 18-3

16:0 294 17-1

Ahmedabad-Baroda 100 cotton pressed
17-3 34-5 8-2

Nepanagar-Khandwa 42 paper

Although the figures in the table are rather in the nature of approxima-
tions, they indicate broadly the differences in the costs of wagon load move-
ments and movements in smalls on the railways and those between costs
of haulage by rail and road transport. Road transport costs are generally
higher than rail costs for distances beyond, say, 100 kilometres, and the
disparity between rail and road costs tends to increase with increase in the

distance of haulage.
13. In interpreting these data there are important limitations which
should be kept in view. For instance, costs of rail transport will vary widely

¥ gures of rail costs, local delivery costs have been added at the rate Rs. 3-50
per tonxx;: ;?eox?e end :nly in the caseof lLimestone and at the rate Rs. 5/- each at both
ends in the case of other commodities.

2Based on the World Bank Coal Transport Study.
SCost estimates for ‘smalls’ are approximate and vary according to size of the unit

load carried.
4Ror cotton loose 25 per cent more cost has been assumed.
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under different circumstances, as for instance, according to the nature of
the commodities carried, distance of haulage, extent of empty haulage,
category of tramn services (fast or slow, train loads or otherwise), total train
tonnage, loadability of the commodities carned, density of traffic on the lines,
mode of traction, traffic handling techniques etc. Road cost data are subject
to even greater limitations. Besides the limitations in estimating the costs
of operations of rail and road traunsport services, there are several other
aspects to be considered. For instance, since cost estimates should be
converted into cost indices to facilitate ready use, it may be desirable to
employ a set of accounting prices. In view of the scarcity of capital
resources, for comparing initial capital costs, there may be a case for reckon-
ing the cost of capital m terms of a rate of interest other than the current
rate. Again, to take account of the scarcity of foreign exchange, there may
be a case for placing a prescribed value on the foreign exchange resources
needed in alternative lines of investment. These and other possible refine-
ments need fuller consideration. Basic of course to any scheme of cost
determunation is the existence of a suitable accounting system at each level
of the industry which will permit ready ascertainment and analysis of costs
for specific flows of traffic. The steps taken recently by the Railway Board
to modify their accounting system will go a long way to facilitate systematic
and continuous determination of railway costs. So far as road transport costs
are concerned, in view of the nature of the industry, commercial accounts
maintained by State undertakings and the larger private companies will need
to be supplemented by ad hoc periodical enquiries to be initiated by the
Ministry of Transport. For accurate comparisons to be made between rail
and road tramsport costs, it is essential that on key issues of definition,

criteria and methods of analysis a common approach should be developed
between the authorities concerned. Finally, account will also need to be
taken, through appropriate money values being set, where possible, on the

social aspects of costs and benefits of alternative modes of transport, suck

as, in the case of road transport, door to door service or saving in time,

employment possibilities or developmental role in relation to rural areas or
hilly tracts,

14. In the light of the preceding discussion, it may be useful at this
stage to state a few broad propositions on the subject of rail-road coordina-
tion. In interpreting cost data due attention has to be given to the different
economic and technological characteristics of rail and road transport since
these necessarily influence their suitability for different types of traffic. As
a major undertaking operating a large scale transport industry on a national
scale, the railways carry a large fixed plant and have to undertake heavy
long-term capital investment. They require a special track and large and
expensive rolling stock which can only be used on the fixed track. The
element of fixed or overhead costs is very bigh in rail transport, and, within
?hc limits of available capacity, the greater the volume of traffic, the lower
is the unit cost. Further, to the extent that there are reserves of line
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capacity on the railway system, increased demands for transport can be
met with comparatively limited additional investment. To ensure the
economy of large scale operation on any route, it will frequently be in
overall economic interest that rail movements should be supported by
adequate traffic as well as loading and unloading facilities such as will permit
the maximum utilisation of available capacities. As the proportion of fixed
costs is high on the railways, the total cost of a rail haul tends to diminish
as distance increases, since this enables the overhead costs to be distributed
more economically. On the other hand, with increase in distance beyond a
point, road transport costs per unit of traffic tend to increase. The railways
are, therefore, inherently better adapted for long distance haulage as com-
pared to road transport. Traffic density or the size of the traffic flow has
a marked effect on railway costs. With high traffic density, the railways
are able to operate at low unit costs. Railway costs are considerably higher
on branch hines and sections with low traffic density than on trunk routes.!
The railways enjoy a relative advantage in respect of heéavy comsignments
sach as mineral products which are moved in wagon loads; evem more so
if they are moved in train loads. The nature of the route is also am impor-

tant consideration in determining the suitability of rail transport for carrying

a given traffic. The railways are in a position of relative advantage when

the places of origin and destination for the traffic to be carried both falf on

a main route, or when the points of despatch and destination are both pro-

vided with railway sidings.

In respect of passenger traffic also, as a mass carrier, railways are suited
particularly for suburban and commuter traffic where large numbers of
passengers have to be moved within certain fixed houss to and from urban
centres. Railways also constitute a more convenient mode of transport for
long distance passengers.

15. As distinguished from rail transport, road transport is operated
through small units, each unit requirmg relatively small capital investment.
The capacity of the average individual unit is also much smaller. Fixed
and overhead costs are a much less important element. The main charac-
teristic of road tramsport is its flexibility. Goods can be moved readily
from any one point to another, provided some kind of road exists. Road
transport can provide a door to door service, thus dispensing with or at

1The Railway Board have drawn special attention to the followmng facts: On the
1ndian Railways, about 61 per cent of thetotal freight traffic is carried over 18 per cent
of the railway system. Sections on this part of the rallway system carry a throughput of
10,000 tonnes per day or more. Almost all the branch lines of the metre gauge and some
of the branch lines of the broad gauge have a density of traffic of less than 1,000 tonnes per
day. As between the broad gauge and the metre gauge systems, the net tonne kilometres
per route kilometre per day on the broad gauge worked out to 8,449 1n 1963-64 as gamnst
1,756 on the metre gauge. The cost per tonne kiometre was 3-14 paise on the broad
gauge against 4-90 paise on the metre gauge. The beanng of the density of traffic on the
ntibsation of fixed assets and railway costs may be seen from the fact that the incidence of
interest charges on capital investment on the lirmted. broad gauge system of the Northeast
Frontier Railway where the density of traffic is relatively small was as high as 10 paise per
tonne kdometre 10 1963-64 as against 07 paise on the broad gauge system as a whole and
8- 5 paise each on the broad gauge of the Western and the Central Railways.
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least reducing multiple movements such as are unavoidable with the railways,
where goods have first to be carried from the place of business of the
shipper to the raithead and then again from the destination point to the
place of business of the consignee. As road vehicles can operate over the
whole network of roads, they are able to serve large territories 1 depth
and thus promote diffusion of industrial and economic activity. Because
of the small size of the operating unit, an element of personal service on
the part of the transport operator and his customers 1s easily developed.
Goods can receive greater attention in transit and avoidance of multiple
handling makes road transport specially suited for such traffic as fragile and
perishable goods requiring special care, such as certain kinds of machinery,
glassware, medicines, fruits etc. There are less stringent packing conditions
in the case of road transport than on the radways. Due to the shorter time
required for delivermg goods, business houses may find it possible to achieve
quicker turnover through speedy haulage by road transport. On the other
hand, the inadequate capacity of the road system and gaps such as missing
bridges, and growing traffic congestion on road near the larger cities as
well as road accidents may place certain real Limitations on road transport.
16. In basing decisions on existmg cost data pertaining to rail and road
transport, possible effects of technological and other advances should be
kept in view. For instance, costs of operation of road transport over fairly
long distances may be lower as roads of higher specifications come to be
built and heavier motor vehicles become available in larger number. Simi-
larly, technical advances on the railways such as the development of electric
and diesel traction, modern signalling devices, improved types of wagons,
and mechanised handling, may lower rail transport costs. Transit time for
comsignments between important commercial centres may be reduced through
the introduction of ‘super express’ goods tramms which run to scheduled
timings. In allocating traffic in terms of the economy as a whole or for
different regions or in relation to different classes of goods, it is necéssary to
take a forward looking view regarding the technical and economic possi-
bilities presented by alternative modes of transport. Moreover, this view,
while being checked in terms of actual performance from time to time, should
at each stage be for a period of years and should not be restricted too closaly

to the facts of the current transport situation or to trends over very short
periods,

METHODS OF ACHIEVING COORDINATION

17. Gwven the facts of the relative growth of transport services set out
in the preceding chapter and the state of knowledge of rail and road costs
and the aims of coordination described in this chapter, we are faced with
the problem that there exists in practice a wide gap between the objectives
of policy and the practical means by which they can be fulfilled. As the
experience of many countries bears out, there are no ready or universally
applicabie answers available. In each country, the problem arises in a
given institutional, economic and historical context; invariably the approach
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adopted is pragmatic, combining search for general principles and eriteria
with practical compromise and preparing the ground for adjustments in the
direction of breader concepts of public pohicy and economic expansion.
Among the more zdvanced countries the view has gammed ground that the
legislative and admmnistrauve mstruments devised mainly belore the second
world war for the regulation of different modes of transport have become
less meaningful in relation to the altercd technical economic and social
conditions which have developed over the past decade and in face of the
still greater pace of change foreshadowed over the pext decade. In the less
developed economies, secking to lift their people from the state of back-
wardness, the role of transport is even more fundamental and dynamic, and
the growth of basic capacities in transport, increase in mobility, diffusion
of industry and economic activity and changes in the structure of production
and consumption also call for adjustments in the perspectives and instruments
of policy for the future.

18. As has been stated earlier, the central purpose of transport policy
is to create such techmical, economic and other conditions for the growth
of transport and the distribution of traffic betwesen different modes of trans-
port as will help ensure to the greatest extent feasible that facilities in each
mode are developed and operated m keeping with the need to satisfy the
overall requirements of traffic at minimum cost to the community. This
statement may serve as the starting point of the present discussion on means
for achieving coordination. The elements to which attention should be
drawn are, firstly, that the result hoped for is not complete coordination as
such, but a framework of economic policy and institutions conducive to co-
ordination between different modes of tramsport, specially rail and road;
secondly, coordination, set in the context of growth and expansion of the
economy and of the system of transport subserving its meeds should be
achieved at minimum cost to the economy, that is, in conformity with essen-
tial investment criteria; and thirdly, to make such development and invest-
ment possible, the quantum of transport to be provided and its pattern of
allocation between different modes of transport should be in conformity with
the neaeds of the community assessed with reference to social costs and
benefits, including preferences of consnmers and other relevant considerations.
The two latter propositions are in fact interdependent. For, unless we arrive
at a correct estimate of transport requirements and their aliccation between
different modes, we cannot secure the appropriate order and distribution of
investment as between different services and over time. The basic question,
therefore, is how we may ascertain in relation to any period of time the
extent to which transport facilities should be established, both in the total

and in specific forms and locations.

INVESTMENT POLICIES

19. We may address ourselves first to the question of determining the
total capacity for transport to be brought into existence and then consider
1PC/66~ 4



34 TRANSPORT POLICY AND COORDINATION

how it may be allocated between alternative modes of transport, taking rail
and road transport as the prumary illustration., In the past different modes
of transport frequently tended to be viewed separately and plans for them
were not dovetailed adequately. Recently there has been greater recognition
that the various transport services should be considered, both in theory and
for policy and practical action, as a composite network in which each
clement should be complementary to the rest to the greatest extent possible.
This object will be facilitated by systematic application of investment and
cost benefit criteria in the transport sector, With this approach in mind
the Ministries of Railways and Transport and the Planning Commission,
through the Joint Technical Group for Transport Planning which they bave
together constituted, have initiated a series of technical and economic studies.
These mnclude investigations into the transport requirements of major com-
modities, transport capacities and needs of different regions in the country,
comparative costs of transport in specific sitnations and probiems of transport
in relation to location of industria] and ecomomic activities. These studies
will, it is hoped, make it possible to determine, more accurately than in the
past and in a manner permitting systematic review from time to time, the

transport capacities needed in relation to the principal commodities moving
or expected in the future to move between important centres of activity for
the country as a whole as well as for different regions. The studies will
help distinguish the capacities already existing, those requiring to be added,

the extent to which technical considerations will determine the modes of

transport and the areas in which economic choice remains to be made. It

is true that, in several respects, the data which the studies will

yield will at first be incomplete and no more than approximate,

Nevertheless, it is expected that these studies will provide a basis for con-

sidering carefully how the expected traffic might be best allocated between

different modes of tramsport. It should be possible on the basis of the

results of these studies to draw up programmes for the development of

different transport media on an integrated basis and to relate them suffi-

ciently closely to developments in other sectors of the economy.

20. In a country like India where major developments in the transpor-
tation system are expected to take place in future as part of plans for the
growth of the economy as a whole, it should be possible to take care of the
problem of coordination of different transport services largely through invest-
ment policies under the plans which should be directed to build up right
combinations of different transport services in keeping with the needs of
growing traffic. In the futurs growth of the economy, both rail and road
transport and, in fact, other forms of transport have a crucial role. As
far as we can foresee, the railways will continue to be the backbone of the
transport system. The future development of the railways, however, will
have to be directed increasingly towards meeting the needs of traffic of basic
and heavy industries, traffic in minerals like coal and iron ore and long dis-
tance movements of manufactured goods as also agricultural products. Deve-



APPROACH TO PROBLEMS OF COORDINATION 35

lopment programmes for the railways will have to aim largely at augmenta-
tion of capacity on the trunk routes and introduction of technical improve-
ments such as new forms of rolling stock including container services, and
other devices like modern signalling, electrfication and dieselisation to en-
able the railways to run faster and heavier trains. There may, on the whole,
be limited additions to the railway network to meet the requirements of parti-
cular traffics or for development of particular areas. In other words, most
of the new investment on the railways will have to be devoted to building up
of an increasingly efficient rail transport system rather than to the expansion
of the network itself. With diversification of production and expansion of
consumption goods industries, road transpert also will have an expanding
role in the economy so that, together rail and road will provide an adequate
composite network of services. Road transport facilities will be needed on
a larger scale than even before to open up new and less developed areas, to
carry- economic development and social services to the farthest village, to
promote the growth of agriculture and the rural economy and to provide for
intra-city transport services. In the past, the growth of road transport was
less rapid than it might have been, because of inadequacies of the road
system and the inability of the automobile industry to produce vehicles in
the numbers needed. As these deficiencies are overcome, still larger oppor-
tunities for growth will open up for the road transport industry. Indeed,
the tasks which the industry will be called upon to undertake are of truly
challenging dimensions. Wherever possible, inland water transport and coastal
shipping should provide useful supplementary services to cater particularly
for movement of bulk traffic over long distances. Further investment in
these services will have to be durected to modernisation of the services and
technological improvements for reducing their costs, etc. Other means of
transport, such as ropeways and pipelines, have still to be developed on a
significant scale and it should be possible to integrate their development into
the transportation system as a whole.

RoLE oF PricING PoLricy

21. Given the adoption of right investment policies in future in accordance
with relative social benefit and cost considerations, the next important ques-
tion that arises concerns the operation of different modes of transport. The
pricing or rate policies adopted by different modes of transport will obviously
influence not only the distribution of traffic between different tramsport
services but also their relative profitability and, therefore, future growth poten-
tial. What constitutes a proper pricing policy for vast enterprises such as
the Railways and road transport services is not an easy question to answer.
A few general guidelines, however, can be 1aid down so that any departures
from them are made consciously for specific considerations.

It is now generally recognised, both in India and elsewhere, that pricing
policy for major undertakings should be such as to yield a net return which
corresponds to the scarcity value of capital in the economy in general. Takea
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as a whole, the operations of each system of transport, therefore, should eamn
at Jeast that rate of return which cannot be considered low a relation to
the return obtzined in alternative forms of vestment. Equally, 1t can be
said that the price charged for a particular transport service should cover
at least the marginal cost of providing that service.

Beyond the two propositions just mentioned, it is often argued that the
price charged for each particular service should bear a close relationship to
the total cost of providing that service. For each mode of transport, in
other words, the margin of profit charged for carrying different commodities
should be the same. The theoretical justification for what might be called
a fully cost-based pricing policy is that when demand is distributed between
different modes of transport at prices which reflect the relative costs of
providing the different services, the overall profitability of each mode of
transport will reflect more adequately the extent to which that mode of
tansport is able to maximise social benefits or minimise social cost. In
this seass, the profitability of each mode of transport, given fully cost-based
pricing, will serve as an indicator for future investment decisions While
there 1s some theoretical justification for fully cost-based pricing systems, it
has to be recognised that it is based on a number of assumptions which are
not always fulfifled in real life. Apart from the fact that costs may not
always measure social cost and consumer preference as expressed in the
market does not always reflect social benefits, there is the consideration
that the consequences envisaged above in theory can epsue in practice only
under more or less perfect competitive conditions.

22. An indispensable condition for the free play of competition is the
freedom on the part of the user to choose the means of transport he wishes
to employ. This, no doubt, is an important consideration m practice. How-
ever, the user’s freedom of choice at any time is circumscribed by the prevail-
ing conditions of supply. The supply of transport cannot be augmented to
any great extent in the short-ran. This is specially true of rail transport.
In the case of road transport, there is much greater scope for adjusting supply,
not in the total perhaps, but in specificd areas and situations, either by action
of public authority or in response to the price mechanism. But even in

the case of road transport, supply conditions are frozen within Hmuts at any
given time,

Again, under conditions of planning and coordinated investment of the
kind that we have discussed earlier, it is not necessary to assume that future
investments will be guided solely by relative profitability in the present. Nor
can we overlook the fact that while a public undertaking like the Railways
co:ald be made to adopt any particular pricing policy, the operation of
private road vehicles will be guided by the desire to maximise profits in the
aggiegate rather than by the rule to equalise profits under each separate group
of transactions. Granted the fact that at any given time, competition bet-
ween different modes of transport can at best be imperfect, departures from
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a fully cost-based pricing system would becoms inevitable—in the absence
of regulation—in response to the desire to take advantage of specific demand
situatiops.  As long as it remains impracticable to enforce the same set of
pricing policies on all modes of transport, it would not be feasible to insist
on any particular mode of transport following a particular pricing policy
as far as relative prices to be charged for transporting different commodities

are concerned.

23. In adopting an appropriate pricing policy n the short run, there are
two other limitations to which attention may also be drawn at this stage.
In the case of the railways, investment takes the form of large units, gencrally
indivisible and associated with sumilar complementary investments, It has
to be undertaken in relation to long and intermed:ate period assessments of
demand rather than as a response to short term variations 1a demand under
conditions of competition, The railways in India, as in many other coun-
tries, are a Government undertalong. They are charged with important
public service obligations and function on the basis of responsipility to the
community as a whole. This umplies non-discrimination and stability in
rates and liability to provide services in accordance with published schedules.
The Indian Ratlways have alrsady takes important steps towards developing
their accounting system along commercial lines; yet to bring about approxi-
mation of rates to the costs of services is a process which, as the experience
of France bears out, will inevitably be spread over scveral years. The inci-
dence of capital costs on the railways being heavy, costs will show wide
variations with changes in the density of traffic. Thus costs vary considerably
between trunk routes and branch lines and indecd from one section to
another, depending upon the extent of utilisation of capacity and other re-
lated factors. Because of the very wide variations in costs under different
conditions of operation, which must naturally obtain in different areas, it
is difficult for the railways to adjust rates on the basis of costs in all cases.
The obligation to have uniform rates all over the railway system further
Limits the capacity of the railways to adopt cost-based rates.
ts of large numbers of single truck
operators with a spriakhng of larger apd well-orgamsed enterprises. The
smaller units need help and protect:on in several ways. Unlike the position
in France or West Gemany, there are yet no organised associations in the
road transport industry which can assist public authorities m enforcing the
minimum regulation of fares and freights, supervising the working of the

industry from the point of view of public interest and assisting small opera-

tors in obtaining steady business. An essential condition for the operation

of competition in a basic public utidity like transport is that sho.t-te.m
imbalances between supply and demand should lead to appropnate 1cracdial
action rather than to large fluctuations in prices. Such fluctuations cannot
by themselves alter the supply of the services; they can merely put addi.nona.l
profits in the hands of operators who happen to be in business at a particular
time or lead to shortages eisewhere. The availability of vehicles and the

The road transport industry consis
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capacity of the automobile industry are an inevitable constraint on the supply
of road transport in the short period.

24. Having regard to all these considerations and qualifications, allocation
of traffic between alternative modes of transport based, as far as possible,
on (a) careful technical and economuc studies and (b) progressive approxi-
mation of rates to costs both for rail and road transport may be expected
to offer three principal advantages. Firstly, it should provide better and
more dependable guidance than is available at present for taking practical
decisions and planning for investment over a period. Secondly, it should
fumnish a basis for recommending fiscal measures and pricing policies in
support of traffic allocations in terms of which technical development plans
are undertaken. Thirdly, the fact that users have a degree of choice between
alternative modes of transport and the scheme of allocation of traffic provides
for a measure of competition both on the side of carriers and of users
should be an aid in maintaining the efficiency of all transport services and
promoting technical and organisational innovations. At the same time,
because transport is a public utility entailing heavy long-term investment,
and the community as a whole has a vital and continuing stake in major
national assets such as the railways or the coastal fieet, the principle of
competition cannot go so far as to become wasteful of resources or destruc-
tive of investment. This will not, of course, exclude the possibility of adjust-
ments over a period in keeping with Jong-term assessments.

25. As stated earlier, the scheme of allocation of traffic for any period,
whether for the economy as a whole or for a region, and the investment
plan for the transport sector and the individual services comprised in it, rest
on the same foundation of facts and logic. They are essential ingredients
in the plan of development. But they are not likely to be sufficient for
putting the plan into effect. Three types of supporting measures have to
be considered and incorporated into the development plan before an effective
scheme of coordination between rail and road transport or, for that matter,
any alternative modes of transport can be formulated. These are (a)
fiscal measures and pricing policies, (b) regulation and (c) integration in
organisation and operations. Since, in later chapters of this Report we
offer some specific suggestions on these aspects, it will be sufficient here to
explain briefly the approach we have in view,

FiscaAL MEASURES

26, Assuming that we have adequate knowledge of costs and in principle
rates are to be as close ag may be feasible to these, there may be several
considerations necessitating resort to taxes and subsidies from wider econo-
mic and social aspects. Certain kinds of traffic may be deliberately carried
below cost, for instance, metropolitan and city passenger traffic with a
view to reducing the congestion of population, or goods manufactured in
and plant and eqpipment despatched to markedly under-developed regions.
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whose economic development is sought to be accelerated. If, for instance,
it is comsidered that long-distance transport of goods by road involves less
efficient use of resources, and that movement by road over short and
medium distances should receive greater encouragement, there might be
scope for differential taxation. Such a case might also exist in favour of
certain less developed regions so that larger volumes of road transport could
become more readily available for them. Similarly, as is the situation in
a number of countries in Western Europe, there could be heavier taxation
on trucks maintained by individual enterprises to carry their own goods
beyond short distances in preference to use of public transport facilities.

27. Fiscal measures are, thus, a useful instrument in the hands of the
Governpment and of Parliament and State legislatures to bring about, with
conscious purpose, a rate structure within the transport industry which will
correspond closely enough to the social costs of providing different services
and the social benefits derived from them and, at the same time, to be
able to assess the value of the burdens imposed or the concessions conferred.
There are, however, three factors limiting the efficacy of fiscal measures
which will need to be kept in view. The first is the inadequate knowledge
of costs. Step by step, it is hoped, that more accurate data will become
available, not only for rail transport, but also for road transport. Secondly,
where a large number of operators are involved, as in the road transport
industry, working for markets which vary widely, costs will differ over a
wide range. Rating policies and fiscal measures have inevitably to be based
on certain more or less representative norms, so that their incidence and
effectiveness in securing the restraint or stimulus that may be intended from
the larger angle of economic and social policy will not be the same for all
operators or for all areas. Thirdly, there may be absolute preference for
one or the other mode of transport which users may wish to exercise in
their interest and be willing to pay for them accordingly. Despite these
Limitations, taxes and subsidies can be expected to assist in incentives or
disincentives in the use of given forms of transport for specific traffic within
the overall scheme of allocation of traffic. They have considerable value in
securing a degree of self-regulation in the allocation of traffic between alter-
native modes of transport and in translating the overall economic judgment
of the community as a whole into specific measures.

REGULATION

28. Ia the thirties, in India, as in several countries in Western Europe
and alko in U.S.A., special legislation was enacted for the regulation of
road transport. Everywhere the primary motive was to safeguard the inte-
rest of the railways in face of what scemed likely to assume the form of
unfair competition, depriving the railways of some of their high rated traffic,
yet leaving to them the burden of their public service obligations. Since
Governments had themselves a heavy stake in the financial soundness of rail
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transpott, they considered it necessary to regulate road transport. Invariab-
ly, this took the shape of control on road transport capacity through licensing
of number of vehicles which could ply over given distances or in specified
areas and, to an extent, of measures to protect the interests of road trans-
port operators in relation to one another. In U.S.A. there is no restriction
on the number of vehicles to be employed under a permit, but the use of
vehicles is restricted to the carriage of specified goods on specified routes
and provision is also made for regulation of rates. 1In the initial stages, passen-
ger transport received even greater attention than the movement of goods
by road, which had yet to assume significant proportions. These measures
of regulation arose in many instances in the period of depression in the early
thirties. Since the end of the second world war, while the principle of
regulation has been retained and, in face of losses incurred by them, the
importance of financial viability on the part of the Railways has been stressed
even more than before, a two-fold approach is being adopted. Firstly, some
efforts are being made to liberalise the road transport system through relaxa-
tion of distance limits and quota systems. These are often accompanied
by regulaiion of tariffs, strengthening of organisations within the road trans-
port industry for supervising the operations of various units and supporting
the action of public authoritics, and resort to differential taxation for long
distance transport and transport maintained by individual enterprises for
their own use. Secondly, in several countries the railway administrations are
being enabled to eliminate uneconomic services, to introduce more flexible
rating policies, to recover from the exchequer the cost of services which they
would not institute on commercial grounds alone and, generally, to improve
their capacity to compete with road transport.! In recent years, the
comtribution which road transport can make and is likely increasingly to
make towards the promotion of mobility and economic growth has been
recognised much more clearly than before the war,

29. Regulation of operations of different transport media has to be
conceived as a measure ia support of investment and pricing policies, aiming
at securing an optimum distnibution of traffic between transport services.
Regulation of railways, which are a public undertaking, has to take mainly
the form of control over their investment and expansion programmes in
keeping with the requirements of allocation of traffic. The railways have a
number of obligations of a public service character, including the obligation
to give preference, in the public interest, to the transport of such goods
as may be specified by Government. Their rating structure is determined,

1 For instance, in West Germany, legislation provides for the “normalisation” of the
accounts of the German Federal Railways, that 1s, compensation is to be paid to the railways
a rate reduction is rmposed or if they are compelled to continue an unprofitable service,
The subsidy is not to be paid if the raitways make a profit. In U. K., no direct subsidy is
paid to the rasiways for runniag certatn uneconomic services which 1t may be necessary to
continue on social grounds, However, the cost of keeping open such fines as have been
the subject of 2 _dlrectan by the Minister would be covered by taking it 1nto account (a)
in the fotal subsidy paid to the railways, and (b) in setting financial ‘targets’ under the
P.ocedure outlined in the White Paper on Financial Performance of Nationalised Industries

i3
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to some extent, on considerations of public interest, and they are expected
to have a system of uniform tariffs and to publish their rates, These obliga-
tions act as constraints on the railways which cannot, on this account,
function precisely in the same way as other commercial undertakings, although
the future trends have to be increasingly in this direction. Regulation of
road transport has to be seen as an attempt, firstly, to enable the road trans-
port industry to expand to the extent and in directions indicated by the
scheme of allocation of traffic; secondly, to strengthen the internal structure
and organisation of the industry, so that it can obtain the technjcal and
economic resources needed for its development, and thirdly, to safegoard
the interests both of the small operator and of the consumer. Thus, regula-
tion of road transport has to be thought of as a positive means for fulfilling
the role assigned to industry in the tofal transport plan and not, as was
stressed in the past, for the purpose of affording a measure of protection
10 a long established and mature transport service such as the railways.

30. Regulation of road tramsport has to be exercised largely through
control over licensing. In the chapter on Road Transport (Chapter VI) we
explain the need for licensing vehicles and suggest a numbér of changes in
the existing system. In particular, we make a broad distinction between
inter-State and intra-State road transport and propose that the former should
be the special responsibility of the Central Government and the latter of
State Governments. In view of the fast growmng and changing needs of the
economy, we do not favour the traditional forms of distance limits and have
made a number of recommendations for liberalisation. We recognise that
there are a few sizeable regions which can be identified as being markedly
backward and in which transport facilities have considerably lagged behind.
In these particular regions, we see the need for integrated transport plans
with special emphasis on the development of the road network and to an
extent licensing of vehicles on a regional basis accompanied by concessional
tax rates and other incentives to operators to provide transport services in

these regions.
INTEGRATION

31. We have now considered in relation to the scheme of allocation of
traffic and of investment embodied in the transport development plan the
contribution which could be made by fiscal measures and pricing policies
and by regulation of the road transport industry towards coordinated deve-
lopment and operation of rail and road services as a composite system. In
principle, this process could be carried still further if the two modes of
transport were under common ownership, for, in that event there could be
complete integration in services and no question of relative gain or loss
would arise, provided the services were priced with due regard to the costs
involved. On the other hand, an integrated concern would need to discover
devices other than competition between different operators to provide incen-
tives to continuous efficiency and techmical change. In any event, the road
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transport industry lends itself to small scale and dispersed operation and
consists at present of more than 150,000 operators owning some 270,000
vehicles, about 89 per ceat of the operators holding no more than one
vehicle. More than two-thirds of passenger transport and almost all goods.
transport by road is in private hands. Proposals under consideration for
the period of the Fourth Plan do not visualise much more than expansion
of public operation of passenger transport to about two-fifths of the total
number of vehicles, some steps towards Government participation in goods
transport and promotional activity in favour of cooperative transport services
wherever conditions are favourable. This would leave the road transport
industry substantially as a private industry, organised mainly through small
units, with no more than a leavening of commercial organisations and public
enterprises. In the circumstances, the approach of integration can be ex-
tended with advantage in three principal directions. Firstly, wherever pos-
sible, joint rail-road transport for passengers and goods should be facilitated
through arrangements arrived at mutually between the Indian Railways and
State Road Transport Corporations as well ag Corporations which the
Ceatral Government might set up for operating on special inter-State routes.
Secondly, efforts should be made to develop the operations of the Central

and State Corporations, with the participation of the Indian Railways, on a
scale sufficient to give them a significant share of the traffic and, therefore,
influence on the working and organisation of the road transport industry,
maintenance of scheduled tariffs and services and complementary operations.
of rail and road transport. Thirdly, wherever at present public transport

enterprises are organised as departmental undertakings they should become

corporations or companies, so that they can operate on wholly commercial

lines and enter into joint operations and services to the greatest extent possible

with other units in the industry. More and more, road transport should take

on the character of a well-organised industry, working on the basis of

responsibility to the community as a whole, functioning wherever necessary

in a complementary relationship to the railways, and taking generally a lead-

ing role il opening up the countryside and stimulating the growth of the
less developed regions.

CoNcLUSION

32. To sum up the foregoing discussion, coordination between different
modes of transport has to be seen as an important aspect of the expansion
of the economy and the growth of the transport system as a whole. Together,
the various transport services have to meet a total demand, each service
being complementary to the others, Investment policies should be directed
to achieve the right combinations of different transport services in the country,
In the measure in which prices of various services come to correspond to
their social costs and benefits, it becomes possible to approach an optimum
allocation of traffic between different modes. Therefore, the key to the
problem of allocation of traffic is the determination of transport costs as
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accurately as possible and application of fiscal measures such as would ensure-
a close correspondence of rates and fares to costs. In the last analysis
the scheme of allocation of traffic and the investment plan for transport are
derived from the same basic economic and technical data and form essentiat
ingredients in the plan of development. Certain supporting measures are-
required for putting this plan into effect, These have been discussed under
three heads—fiscal and pricing policies, regulation and integration of orga-
nisation and operations, and a number of specific suggestions have been-
offered. However, even with the aid of these devices, what is hoped for is
not complete coordination but a set of conditions favourable to coordination-
and development progressively in the direction of a composite transport net--
work under which various transport services becoms available to the extent.
needed and at minimum capital and operational costs to the community.



CHAPTER IV
RAILWAYS

BesDEs being the country’s largest public undertaking and a vital national
asset, the railways are rightly regarded as the lifsline of the transport
system. They provide a network of services which serve to unify the
country and operate not only on commercial considerations but also in terms
of wider political, economic and social interests. In considering transport
policy and coordination for the future, it is necessary to examime those
aspects of railway operations and railway policy which have a bearing on
their relative position vis-a-vis other modes of transport. In particular, we
have to review the various public service obligations which the railways
undertake at present and their influence on the competitive position of the
railways and on current trends in railway finance. The quality of the
service provided by the railways, as by other means of transport, and their
operational efficiency are of great importance for the growth of the eco-
nomy. Consequently, technical and administrative measures required for

raising the level of performance in the railways are also matters of general
COnCern.

2. Development under the Five Year Plans has placed a heavy burden
-on the trassport system and more specially on the railways. As the principal
and the best organised mode of transport, the railways have borne the
'major shate of this burden. In 1964-65, the railways carried nearly two
and a half times the freight traffic they carried in 1950-51. The total

investment on the railways has increased from Rs. 895 crores in 1951.52
to Rs. 2,961 crores in 1964-65,

3. Emphasis on the development of basic and heavy industries has
thrown on the railways the main responsibility for carrying raw materials
and finished products for these industries. Plans for expansion of rail
<apacities have been drawn up in terms of increased quantities of such
traffic to be carried over the plan period. Within their available capacities,
the railways have to accord higher priority to the movement of raw mate-
Thls connected with development projects and essential commodities like
foodgrains, which are comparatively low rated in preference to commodities
bearing high freight rates. A large part of investment on the railways
under the Five Year Plans is accounted for by works designed to increase
capacity on the existing railway system so as to meet the pressure of traffic
arising from the economic development of the country, and only a small
part of the investment has been devoted to the extension of the railway
system to new areas. Most of the new lines constructed since the beginning

10f this, investrent gince Independence accounts for about Rs, 2,200 crores.
44
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of the First Plan were linked with the development of basic industries like
coal and steel. A few lines, however, have been constructed to open up
new areas. Some of these lines might not have been taken up on conmmer-
cial considerations alone and were provided for in the interest of the
economic and social development of the regions in question.

PuBLIC SERVICE OBLIGATIONS OF THE RAILWAYS

4. Besides their role in fulfilling plan objectives, the railways have a
number of obligations of a public service character. These have devolved
on them partly because they are a Central Government undertaking with
sole responsibility for providing rail communications, and partly because of
the emphasis which has been placed over several decades on the public
utility character of the railways. The more important of these obligations
are described as follows :

5. Common carrier obligations.—According to Section 27 of the Indian
Railways Act, 1890, the railways have the obligation to provide reasonable
facilities for receiving and forwarding the traffic offered to them without
any undue preference as defined in Section 28! of the Act. Thus, the
railways cannot normally refuse to carry any goods offered to them or
discriminate between what to carry and what not to carry. Such obligations
are not shared by other modes of transport.

6. Until January 1962, the responsibility of the Indian Railways as
carriers was limited to that of a ‘bailee’ only. The liability was imposed
on the railways under Section 72 of the Indian Railways Act. The Act
was amended in 1961 and from 1st January, 1962, the railways have
assumed greater responsibility for the loss, destruction, damage, deteriora-
tion etc. of animals or goods delivered to them for carriage.

7. Directions by the Central Government.—Under Section 27(a) of the
Indian Railways Act, the Central Government may direct any railway
administration, in the public interest, to give preference to the transport of
such goods or class of goods as may be specified. Such dire.ctions are
generally given in tespect of low rated commodities like coal, mineral ores
for export, raw materials for iron and steel industry, manure, foodgrains
etc. When such a direction is given, the railways have to p{ovide transport
facilities for designated items of traffic, notwithstanding high rated traffic

waiting to be moved.
8. We have considered whether there are cimst which v.nould
warrant the railways being relieved from the obligation to carry, without

18action 28 is as follows:

# . . a railway administration shall not make or give any undue or unreagonable

¢ i i Iway administration,
ference or advantage to, or in favour of, any particular person or railw: ?
ln.,:;eany particular descr%ptio;'t of traffic, in any respect whatsoever, or subject any partl(n(l’lar
person or railway administration or any _pamcuiar descrintion of ”traiﬂc to any undue
or unreasonable predjudice or disadvantage in any tespect whatsoever.
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preference or discrimination in rates, any traffic that may be offered.
Development of road transport has not advanced to a stage that it can take
<are of all the traffic offering which the railways may not be able to carry.
The requirements of traffic for development projects have a high priority in
-the execution of our plans. There are other high priorities to be obsexved
from the point of view of the maintenance of the national economy. The
scheme of coordination between rail and road transport and the manner in
which traffic should be allocated takes into consideration the concept of
public responsibility underlying railway operations and gives due weight
to the financial viability of the railways. On the whole, therefore, we are
of the view that there is national advantage in continuing the obligations
of the railways as a public carrier and in enabling the Central Government
to give such directions from time to time as may be necessary in the public
interest.

9. Construction of unremunerative lines—The construction of new
railway lines, which may not be expected to yield a commercial return in
the initial years is an obligation which, as a national undertaking, the rail-
ways may be required to undertake. The implications of this obligation
are discussed later in the chapter.

10. Operation of uneconomic branch lines.~—There are at present a
aumber of branch lines on the railway system in India which, in varying
" degree, are utilised below their capacity. Most of these lines are situated
-on the metre and narrow gauge systems. We have not examined these
- individual cases. Obviously, from time to time, having regard to develop-
ments in the transport system, it is essential to review the extent to which
each branch line is subserving the needs of an area and the combination
of transport services which should be made available for its economic
development. Suitable tests or criteria need to be evolved for considering
a line uneconomic depending on the purposes it serves and the cost of
‘Pproviding alternative means of transport.

11. While each instance of an uneconomic branch line requires separate
study on merits, certain general considerations may be stated briefly. A
branch line should be viewed both as an entity in itself and as part of a
wider railway network and it should be ascertained whether on  either
ground, its retention is. necessary. Secondly, the total transport require~
ments and facilities in an area served by the branch line should be examined
with a view to determining the nature and extent of the transport services
that may be needed in the future. Thirdly, in examining the case for
continuing what may be an unremunerative branch line, attention should be
given both to past trénds and to traffic expected over the next few years.
1t alternative facilities have been or are capable of being developed to a
point that the requirements for tramsport could be met substantially by
means other than the railways, and at no higher cost to the economy there
should be no hesitation in giving up an existing branch line which is proving
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unremunerative and will not serve any object which cannot be met otherwise
and at lesser cost. In a developing economy, there canpot be undue
rigidity in regard to means of transport, so long as the overall requirements
can be satisfactorily met. In recent years, this conclusion has been reach-
<d in one country after another and in India also, the necessity for adjust-
ments of this nature has to be accepted. We suggest that where road
transport has to be expanded considerably to facilitate the discontinuance
of unfemunerative lines, the Railways may consider, in consultation with
the State Government, whether and in what form they could participate or
assist in the growth of road transport services. In the light of these con-
siderations, in the wider economic interest of the country, as much as of the
railways as an enterprise, the financial working of branch lines and the
transport needs and plans of areas served by them should be reviewed
periodically. :

12. Light Railways—A statement at the end of this chapter lists a
number of narrow gauge light railways which are owned and managed in
the main by private companies subsidissd by Government. Either on
account of the growth of competition from road transport or inCreases in
operating costs, these lines have become progressively less remunerative
over the last several years. Qur suggestions above on unremunerative
branch lines would also apply generally to the light railways. As in the
past, in future also, the genmeral approach adopted has ta be to consider
each case on merits and to take over such lines as would justify conversion
to broad gauge or metre gauge on the basis of the traffic handled by them
and the prospects of traffic growth. In other cases, the lines might be dis-
mantled and the services provided by them might be altowed to be replaced
by road transport. In regions where road transport has come up and can
be further developed to meet the needs of traffic, it might be possible to
abandon the light railways. In all cases, it is necessary to take a view of
the total transport needs of each region and to lay out plans for period

of years.

13. Operation of suburban passenger services—Railway suburban
passenger services which carry large numbers daily on concessional season
tickets are generally unremunerative. From the statistics compiled by the
railways, a clear indication of theloss incurred in carrying suburban
traffic is not available. However, the Railway Board have stated that cer-
tain studies undertaken by them at Bombay on the Central and Western
Railways showed that the EMU (Electricai Multiple Unit) services invoived
a loss of Rs. 30 lakhs per year, without taking into account the interest
charges. Assuming the same proportion of the interest charges as for the
railways as a whole, the loss was estimated at about Rs. 1 crore. Again,
during the year 1962-63, the EMU services on the Southern and the
Eastern Railways showed a net loss of Rs. 11.65 lakhs. In foreign countries
also suburban passenger or commuter services have been found to be um-
remunerative. This is mainly due to concentration of traffic during peak
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hours and cheap fares. The problem of suburban rail transport has to be
deali with in any long term solution as part of the problem of metropolitan
transport, involving a coordinated approach to rail and road tramsport,
deveiopment of roads and urban and regional development around major
cities such as Calcutta, Bombay, Madras and Delhi. We consider it further
in a later section.

14, Freight concessions—In recent ycars the railways have graanted
freight concessions on a number of export commodities and the coverage
of such concessions has gradually increased. The loss in earnings on
account of freight concessions to exports has been estimated by the railways
at Rs. 2 crores. We suggest that the value of freight concessions on export
goods should be carefully assessed from time to time, so that the costs and
the benefits may be appraised and special efforts may be made to raise the
level of efficiency in the industries concerned.

15. New railway lines.—Construction of new lines calls for large in-
vestments. Costs of construction have been mnsing, the average cost at
present being of the order of Rs. 6 to 10 lakhs per kilometre, With the
formulation of each Five Year Plan, the question arises as to what criteria
should be adopted for determining the programme for the construction of
new railway lines, keeping in view comsiderationy such as effects in the
long term on financial situation of the railways, their competitive position
and the efficient use of the available resources.

16. In the past when the railways represented the principal mode of
transport, new lines were laid generally (a) for promoting the overall
economic and social interests of the country and (b) for strategic purposes.
It has been the practice of the Railway Board to undertake detailed traffic
surveys and assess the financial results of the operation of new lines, taking
a view of the fraffic likely to be available over a sufficiently long period
and, generally speaking, to take up lines only when they were considered
remunerative. However, there are several instances of decisions on new
railway lines being taken on considerations other than commercial, such as,
administrative need or gemeral regional development. In explaining the
broad considerations which they keep in view in examining _proposals for

new lines, the Railway Board have classified proposals for new lines into
five broad groups:

(a) lines required for operational reasons. These lines are taken
up on a priority basis;

(b) lines required for heavy industrial, mineral and other projects
included in the Five Year Plans. These lines are specifically
provided for under the Plans and a long term view is taken in
reckoning their financial return;

(c) Xines required for the development of backward areas and to
serve general economic, social and political needs. Studies are
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undertaken of the likely benefits from these lines to the areas
concerned along with the likely financial return to the railways;

(d) lines spomsored by State Governments or other agencies for
construction projects or to meet restricted or local needs. Each
case is examiped on merits and a line is constructed, provided
a working basis is found for covering the losses, if any, in the
working of the line; and

(e) lines required for meeting defence and strategic needs. These
are taken up even if they are not remunerative, working losses

on them being borne by General Revenues.

17. During the decade 1951-61, the total length of new lines added to
the railway system amounted to about 2,000 kilometres. In addition,
about 700 kilometres of lines dismantled during the war were restored.
The Third Plan provided for the construction of about 2,600 kilometres of
new lines, of which about 1,200 kilometres are expected to be completed
during the Plan period. Out of 3,600 kilometres of new construction,
including 1,000 kilometres in progress at the beginning of the Third Plan,
about 2,100 kilometres are expected to be commissioned by the end of
1965-66. Under the Plans, in view of the heavy cost involved, proposals
for construction of new lines are limited in the main to lines required for
meeting the urgent operational requirements of the railways or of basic and
heavy industries like steel, coal etc. or development of ports. To a limited
extent, provision is also made for new lines undertaken for reasons of
general economic development in the less developed regions.

18. In the past, almost everywhere, the railways were the basic form of
transport, and construction of new railway lines was virtually synonymous
with the provision of new transport facilities in an area. This is still a
widely prevalent view and leads to demand for conmstruction of new railway
lines. The merits of each such proposal have to be studied carefully and
schemes to be undertaken within the resources allocated by the Plan. Road
development and road transport can now make a contribution to develop-
ment and diversification of ecomomic activity such as was not possible in
the earlier phases. Frequently, they can help create conditions in which
heavy investment on a new railway line in justified on econmomic criteria
and offers scope for a combination of transport services best calculated to
promot:', regional and economic advance. In studying the economic poten-
tial of a region, the design of the transport sector should take into account
the relative tole and sequence of different services, but investment could
be so arranged that at each stage the ground is prepared for the mext and
benefits flow continuously. In this manner the process of development can
become cumulative while retaining sufficient flexibility as to the forms of
investment in transport, as in other fields, and taking full advantage of
technical innovations. In the strategy of economic and industrial develop-
ment, the more completely road communications and rail and rcad trans-

L1pC/66—5
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port services are thought of together, as complementary services forming
part of a single integrated plan, the more rapid is the progress likely to
be achieved. This is the approach behind the regional transport surveys
and other technical and economic studies now under way in relation to the
preparation of the Fourth Five Year Plan. As we have stated earlier, the
railways are inherently better suited for long distance and bulk traffic and
the extension of the railway system in future has to be directed mainly
towards meeting the needs of basic and heavy industries and of traffic in
minerals like coal and iron ore. The programme for construction of new
railway lines has to be conceived mainly in this context and the new lines
which are built in future should ordinarily be expected to yield, over a
period of time, a reasonable return on the investment.

FINANCIAL TRENDS

19. The railways are expected to meet their operating expenses as well
as overhead charges from their total earnings. In addition, they must earn
a surplus. The financial commitments of the railways are determined from

time to time by Parliamentary Conventions. The existing commitments are
as follows :—

(a) Annual Dividend.

(i) The railways have to pay to the General Revenues an
annual dividend at ‘a rate fixed as a percentage of the
capital-at-charge, which includes a smali element of con-
tribution over and above interest charges. The rate of
dividend, which was increased in 1961-62 from 4 to 4.25
per cent on the recommendation of the Raifway Conven-
tion Committee, 1960, was further increased to 4.5 per
cent from 1963-64. From 1964-65, the railways are
required to pay dividend at 4.5 per cent on capital pro-
vided up to the end of 1963-64 and at a rate of 5.75
per cent on capital provided after March 1964,

(i) In addition, a payment was made to the General Revenues
for distribution to State Governments in lieu of the tax
on passenger fares at the rate of Rs. 12.5 crores per year.

(iii) In terms of the recommendations of the Railway Con-
vention Committee, 1965, the existing rate of dividend is
to be revised from April 1966 to 5.5 per cent on the ele~
ment of dividend paying capital invested up to March
1964, and 6 per cent in capital invested thereafter, Of the
additional 1 per cent dividend on capital invested up to
March 1964, Rs. 16.25 crores per annum is to be in lieu
of the tax on passenger fares (against Rs. 12.50 crores per
annum paid on this account during the Third Plan period)
and the balance is to be utilised to assist the States in pro-
viding their portion of the resources required for financing
safety works, such as manned level crossings, over-bridges
and under-bridges.
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(b) Depreciation Reserve Fund.

(c)

20. In

The Railways have to contribute to the Depreciation Reserve
Fund at rates determined from time to time on the basis of the
recommendations of Railway Convention Committees. The con-
tribution to the Depreciation Reserve Fund increased from
Rs. 45 crores per annum during the period of the Second
Plan to an average of Rs. 76 crores per anpum during
the Third Plan period, rising from Rs. 65 crores in 1961-62 to
Rs. 85 crores in 1965-66.

For the quinquennium 1966-71, the contribution to the
Depreciation Reserve Fund is to be increased to an average of
Rs. 130 crores per year or as close thereto as possible taking
account of the financial position in terms of the recommenda-
tions of the Railway Convention Committee, 1965.

Development Fund.

The net annual surpluses of the Railways after payment of
dividend and contribution to the Depreciation Reserve Fund
are credited to the Development Fund.

the Railway Budget 1964-65, it was provided that a Pension

Fund should be set up on the same lines as the Depreciation Reserve Fund
to cover liabilities on account of ordinary, invalid and family pensiops.
Accordingly, a fund for this purpose has also been constituted. Contribu-
tion to tlus Fund are estimated at Rs. 12 crores in 1964-65 and Rs. 12.5
crores in 1965-66.

21. Recent trends in railway finances—The main facts relating to
investment in railways and their gross and net earnings are summarised

in the Table below :

Table I: Railways—investment, earnings and expenses

(Rs. crores)
total £ross total net earnings as opera-
year invest- carnings! working! earn- percentage of ting
ment €xpenses  ings total investment  ratio?
at the gross net
end of
the year3
1951-52 . 895-3 2908 224-3 618 32-5 6-8 770
1955-56 . 1102-1  316-3 258-2 50 3 287 4-6 81-6
1956-57 . R . 1239-1 347-6 2793 58-4 28-1 47 80-3
1957-58 . . . 1434-2 379-8 3094 578 265 40 81:5
1958-59 . . . 1611-7 390-2 321-4 593 24-2 3.7 82-4
1959-60 . 1732-7 422-3  334-6 74-6  24-4 4:3 79-2
1960-61 . . . 1868-6 456-83 358-2 879 24-4 4-7 78-4
1961-62 . . . 20555 500-5 390-5 99-7  24-3 4-8 78-0
1962-63 . . . 2318-6 566-8 429-5 123-3 24-4 5.3 75-8
1963-64 . . . 2634:2 632-2 472:3 1452 240 5-5 74-9
1964-65 . . 2060-6 660 9 528-1 1i8-1 22-3 4-0 797

1Receipts and expenditure under muscellancous transactions are not included in these

figures.

£ working expenses to gross earnings.

2] ts the percentage o 3 Y
e s Y ital-at-charge of the railways (Z.e., capitalloan obtadned

3Inchzdes in addition to the capil silw [
from the (Government), investments made from the Depreciation Reserve Fund (on improve~

ment of assets replaced) Pevelopment Fund and Revenue account.
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Data in the table above reflect several developments which have taken
place in rccent years, both on the revenue as well as the expenditure side.
Thus, the contribution to the Depreciation Reserve Fund was increased to
Rs. 80 crores per annum in 1963-64. Since January 1962, the railways
assumed full liability of a ‘common carrier’ instead of a ‘bailee’ only as
previously, which has accounted for additional expenditure of about
Rs. 2 crores a year. There have been increases in allowances payable to
railway staff. The rate of dividend on the capital-at-charge payable by the
railways to the General Revenues was adjusted upwards in 1963-64 and
again in 1964-65.

22. On the revenue side, some increases have been made from time to
time in freight rates and fares. Thus, the surcharge on freight rates was
increased from 5 per cent to 10 per cent from 1963-64 and to 12 per cent
from 1964-65. Some adjustments were also made in 1964-65 in coal
freight rates on distances beyond 500 kilometres. Certain increases in
passenger fares were introduced in July 1962, so as to yield an addition
of about 10 per cent jn passenger earnings. In the railway budget for
1965-66, freight rates on a few selected commodities have been enhanced,
rates of increase varying from 4 to 7 per cent, and some increases have also
been introduced in passenger fares. Downward adjustments have simul-
taneousty been made in the rates for several high rated commodities, mainly

manufactured products including cotton piece goods, other than dangerous
goods.

23. In our Preliminary Report we had referred to the contribution of
the railways to the Development Fund and the Depreciation Reserve
Fund and the rates at which these Funds were being drawn upon! The
closing balances in these Funds had been steadily declining during the Second
Plan period because withdrawals from them have exceeded the yearly contri-
butions made to them. To meet expenditure from the Development Fund,
the railways resorted to.loans from General Revenues to the extent of
Rs. 10.98 crores in 1958-39, Rs. 14.85 crores in 1959-60 and Rs. 3.58
crores in 1960-61. In 1962-63, fares and freights were raised by the
railways in order to provide sufficient surpluses to meet expenditures.
chargeable to the Fund. Freight rates were further enhanced in 1963-64.
With these measures, the trend in the balances in the Development Fund
commented upon earlier has now been reversed,

24. During the period 1958—61, withdrawals from the Depreciation-
Reserve Fund were also of a much higher order than appropriations towards
the Fund. This was possible because previous balances in the Fund were
available. But with increase in the rate at which the Railways contributed’
to the Fund in 1961-62 and again in 1963-64, the reserve is being gradually
improved, although, in periods of heavy renewals, even these enhanced rates

{Committee on Transport Policy and Coordinati irni R
IX, e agee on Tra 8s)p cy or: ion, Preliminary Report, Chapter
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do not leave an appreciable margin after meeting expenditures chargeable
to the Fund. The closing balance in the Fund at the end of 1965-66 is
estimated at Rs. 71.90 crores.

25. The broad conclusion which emerges from this analysis is that,
although the railways have been showing surpluses from year to year, in
some recent years they have had difficulty in meeting commitments towards
the Development Fund and thg Depreciation Reserve Fund out of their
current earnings, and were obliged to draw either on the balances in the
Funds accumulated in the past or on loans from General Revenues. The
railways obviously will have to be prepared to meet heavier financial com-
mitments in future years. The growing proportion of low rated traffic has
also to be taken into consideration with all its implications for the fature
earnings of the railways. High rated traffic at present accounts for about
one-half of the total freight earnings of the railways, contributing in 1964-65
Rs. 208 crores out of a total freight earnings of Rs. 399 crores.

26. In the planning of transport in future, the need for ensuring the
financial solvency of the railways has to be kept in view. The railways
should of course be expected to earn a reasonable return on capital. It has
to be appreciated that a large proportion of development expenditure of the
railways is for strengthening railway capacity on existing lines. 'Thus, over
the period of the Second and the Third Plans, of the total investment on
railway development programmes, about 40 per cent related to strengthening
the capacities over the existing routes, 50 per cent to additions to rolling
stock and only about 10 per cent t0 new railway Imes. ATl additional
investments on railways are determined under the Five Year Plans and are
made as a result of deliberate Government decisions. These are guided
largely by the consideration that additional railway facilities should be
created only for those kinds of traffic for which the railways are inherently
the most suitable form of transport. As mentioned in the preceding
chapter, the proportion of fixed or overhead costs is very high on the
railways and traffic density or the size of the traffic flows has a marked
effect on railway costs. It is, therefore, m overall economic interest as also
in the interest of railway finances that once the capacities for additional
traffic have been built on the railways, they should be as fully utilised as
possible, due advantage being taken of the economies inherent in large scale

operations on the railways.

27. As regards the future of the railways’ public service obligations, as
we have pointed out earlier, in the conditions obtaining in India, it is inevit-
able that in the foreseeable future the railways should be called upon to
h their obligations imposed on them because of larger public
service considerations. It will, however, be necessary to ensure that, to the
extent possible, the financial implications of these obligations are identified
and are given due consideration in adopting policies for the future. As
regards the obligation of a common carrier, we feel that the railways would

continue wit
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have to continue to discharge these obligations having regard to the present
stage of development of different modes of transport in the country and in
view of the requirements of a planned cconomy. It is mecessary to recon-
sider the approach to be followed in the construction of mew railway lines
in future. We are of the view that, generally, the railways should provide
for only those lines which are expected to yield, over a period of time, normal
teturn on the investment involved in their construction. The lines which
are expected to be unremunerative even after a few years of their opening
should be taken up only in exceptional circumstances and in all such cases
provision should be made to compensate the railways for the losses involved.

28. As regards uneconomic lines, their financial position should be
reviewed periodically, The justification for the continuance of these lines
“should be considered taking into account the overall transport requirements
of the areas in question and the extent to which these can be met more
economically by alternative means of transport.

29. The concessions given by the railways in fares and freight rates
have to be considered on merits. To the extent that these concessions are
pranted in the larger public interest and involve losses to the railways,
account should be taken of them in determining the railways’ commitments
to the general finances. When obligations for uneconomic services arise
from the executive decisions taken by the Government, the economic justifica~
tion for each such decision should be critically scrutinised.

RAILWAY RATING PoLicYy

30. Historically, railway rates in India have been determined on the
basis of two considerations, namely, value of service and the cost of service,
the latter indicating the floor to the extent practicable, The application of
these principles results in a differential struCture of rates. To some extent,
this approach to railway freight making is warranted by commercial consi-
derations. Thus, railways have to adjust their rates suitably in the interest
of business so as to distribute the burden of their overhead or joint costs
over various commodities. In regard to bulk commodities like mineral ores
or coal, which carry comparatively small values in relation to their weight,
as a commercial undertaking, the railways have so far found it sufficient
to mect their out-of-pocket expenses with overheads or joint costs being
partially left unrecovered specially in respect of long distance traffic. The
greater part of the overhead or joint costs of the railways fall on other
commodities which are high priced and can bear high charges. Apart from
commercial considerations, this system of differential rating has in the past
been also justified by considerations of public policy. The rates were
generally fixed so as to assist certain lines of trade such as coal, important
faw materials and foodgrains. Because these were commodities of basic

importance for the economy, low rates were also held to be in generatl
economic interest.
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31. In recent years, railway rating policies have undergone marked
changes in many countries in which, in the past, railways had a virtual
monopoly of inland traffic. These changes have been mainly in two
directions. First, in order to meet the growing competition from road
transport, railway administrations have tended to adopt cost-based rates for
different kinds of traffic. This was a necessary condition for maintaining
profitability under the new conditions, More accurate knowledge of costs
has made it possible, secondly, to introduce greater flexibility in the rate
structure and, thus, to improve the capacity of the railways to compete with
road transport. In France, for example, where the railways have been
progressively replacing ad valorem by cost-based rates, in addition to
‘normal’ or ‘fixed’ tariffs, legislation permits the administration, subject to
certain conditions, to levy ‘exceptional’ tariffs which may be 15 per cent
above or below the ‘normal’ tariffs and to make reductions in rates in

favour of particular customers.

32. In India also, thinking on the subject of railway rates has moved
steadily in favour of bringing rates closer fto costs, As explained in
Chapter II, the pattern of freight traffic on the railways has been changing
considerably and the proportion of low rated commodities has been increas-
ing. The problem has not assurzed by any means the acute proportions
reached in several advanced countries, but continuance of these trends with
out modification in railway rate structure and other policies will doubtless
affect railway finances seriously in the coming years. Secondly, as has been
urged in Chapter IIT, satisfactory schemes of allocation of traffic and invest-
ment in the transport sector for the economy as a whole as well as for
different regions cannot be evolved without careful technical and economic
studies, including systematic and continuing data on transport costs. The
Railway Board have already adopted a forward-looking approach on the
subject. Since the Railway Freight Structure Enquiry Committee (1957)
stressed the importance of rail cost studies, several steps have been taken to
improve cost data. Earlier, the only information furnished in annual railway
reports related to overall average costs in terms of train kilometres, wagonr
kilometres and tonne kilometres. More recently, studies have been under-
taken to ascertain the break-up of overall average costs into costs identifiable
with such functional tasks as terminal services, marshalling, line haul,
repacking, transhipment etc. The Railway Board have also issued detailed
directions modifying the existing system of classification and allocation of
expenditure so that the accounts should facilitate analysis of costs for
passenger and goods services and for different gauges. In the course of the
next year or two, improved costing data will become available. These will
enable the Railway Board to determine more accurately the fixed and
variable costs of freight operation under different heads and to estimate rail
transportation costs for particular commodities according to pay Ioad‘, length
of haul, type of wagon employed, loadability factor, empty return ratio, type

of traction used and other factors.
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33. The process of adjusting the existing rates so that they approximate
as far as feasible, both for operations and for different groups of operations,
to cost basis will necessarily be spread over several years. Already, during
the past two or three years, some significant adjustments have taken place.
‘Taking advantage of such information on costs as has become available, to
some extent the dispanty between rates on commodities of higher and lower
values has been reduced. The railway budget for 1965-66 provided for
certain reductions in freights on a number of high rated commodities, which
are mainly manufactured goods, and also for selective increases in freights
on some low rated commodities which move in Jarge quantities such as iron
and steel, cement, stone, limestone, ores etc. The Table below! indicates
changes in the spread between the highest and the Jowest freight rates since
st April 1964. Further adjustments to bring about greater cotrespondence
between rates and costs may be expected in the future, as better cost informa-
tion becomes available. It is expected that this will help in achieving the
optimuom use of rail capacities under changing cost and other conditions.
There should be scope also for introducing greater flexibility in the railway
rating structure so as to conform more closely to the scheme of allocation
of traffic under conditions in which the available instruments of policy do not
prove adequate. However, as explained in the preceding chapter, despite
the changes and adjustments indicated or those which might be proposed
in the future, there are limits to the railways’ ability to adjust rates on the
basis of costs fully and in all cases. These limits stem from the wide varia-
tions in costs on the railways, resulting from different conditions of opcration

on the different parts of the railway system and the railways’ obligation, as a
national undertaking, to have uniform rates all over the railway system and
the various public service obligations which the railways have to fulfil.

1Ratios between the freight rates for the lowest and the highest classification for
various distances

before 1-4-1964 - from 1-4-1964 to 31-3-65 from 1-4-1965

distance 32.5-A 170—B 180—B 32-5A 120-B 130—B 35—A 100—B 110-B
ranges  (lowest) highest highest (lowest) highest highest (lowest) highest highest

(kilometres) (“llgﬁgrs]) (smalls) (\ﬂ)aa%osx)x (smalls) (}::\%!2;‘ (smalls)
100 1 3.7 3-9 1 2-61 282 1 2-08 2-26
500 1 4-9 5.2 1 3:46 3-74 1 2-69 2-96
1000 1 5-3 5-7 1 3-78 4-09 1 2-93 A3 22
1500 1 5-5 5-8 1 3-89 4-22 1 3-03 3-32
2000 1 57 6-0 1 3-99 4-32 1 310 34
2500 1 57 6-0 1 4-00 4-33 1 3-10 34

3000 I 57 6o 1399 432 1 3.00 349
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OPERATIONAL EFFICIENCY
34, In every sector, large undertakings necessarily give a great deal of
thought to evolving and applying systematic indices of efficiency for measur-
ing performance, improving the quality of service, reducing costs and seeking
better financial results from given investments. As an enterprise of vast
proportions, such indicators have naturally special importance for railway
administrations at the national, zonal and other levels. Maintenance and
improvement of operational efficiency on the railways is a condition equally
important for their success by way of economic and financial resuits as for
their ability to fulfil the technical tasks expected of them under the scheme
of allocation of traffic and the development plan for transport. A crtical
study of the existing methods of measuring and improving upon efficiency on
the railways has not been undertaken by us. We, therefore, content our-
selves with a few broad observations on aspects which appear to us to be
deserving of further attention.
35, Certain indices of operational efficiency have been in use for many

years, for instance, for measuring the utilisation of roiling stock such as
engine usage, wagon usage, passenger train performance etc. Some of the
principal indices like engine kilometre per engine day, net tonne kilometre
per wagon day and million tonne kilometres moved annually per thousand
kilometres of track showed appreciable improvement over the years.

Between 1050-51 and 1963-64, with an increase of only 29.4 per cent in
the average tractive power of engines, the net tonne kilometres per goods
engine per day rose by 93.7 per cent. The number of locomotives and

wagons utilised for moving 1 million tonne kilometres on the broad gauge

have shown a decrease of 20 per cent and 30 per cent respectively between

1950-51 and 1963-64. Other indices like the turn round period or average

speed of goods trains are in practice more difficult to interpret because

speed on sections under diverse conditions tend to be aggregated and

expressed together and comparisons do not always take place in respect of

homogeneous or similar situations and relevant factors may not readily come

into the picture. Indices of efficiency may be influenced, for instance, by

changes in the pattern of traffic, in the type of traction, in the capacity of

wagons, in the techniques of loading and unloading, in the volume of traffic

offering during a given period, etc. Similarly, when large-scale capacity

works are undertaken, for a period, traffic may be obstructed and operational

efficiency may suffer. Such factors have to be isolated, so that the customary

statistics of efficiency in use in railway systems may be objectively interpreted,

not only in themselves or for the railway system as a whole, but in relation

to past trends and for specific zones and areas and under comparable condi-

tions. From this aspect, there is scope for reviewing the present scheme of

presentation of efficiency data as described in the Railway Board’s annual

Review of the Performance of the Indian Government Railways’.

36. The Railway Board have given considerable attention in recent years
10 technical and operational improvements which, though not always easy to
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measure in terms of traditional indices, have considerable economic signifi-
cance and help the railways to obtain the share of traffic due to them and
reduce their carrying costs. An example of this is the effort to move bulk
commodities like coal in train-loads by fast-moving trains between main
points avoiding both terminal and marshalling delays, In innovations of this
nature, it is important that the fullest cooperation of trade and industry

should be secured. Again, in many countries considerable advance has been
made in the use of devices like containers and piggy-backs which facilitate
movement across different gauges as well as combined rail-road services,
railways providing for through movements between railheads and road
transport organisations ensuring door to door delivery. The beginnings
made in this direction could be followed up and other forms of joint rail-read
services could also be encouraged. In the past the railways were able to

rely almost wholly on traffic coming to them without special efforts on their

part. However, so many new varieties of goods in so many new centres
are now being produced and are likely to be produced in the future that

railway administrations at the zonal and local levels will need to study the

needs of potential customers much more closely and discover, through market

tesearch and other means, of meeting their needs more readily and in a much

more flexible manner than was necessary in the earlier phases.

37. Modem large-scale enterprise in the more advanced countries is
making increasing use of economic, accounting and statistical concepts for
measuring efficiency, improving reporting systems, reducing capital and
operational costs, securing more scientific programming and scheduling of
projects and creating a great sense of personnel incentive and achievement.
Indian industry is itself only beginning to make use of some of these devices.
We believe that the Indian Railways are well placed to extend some of these
techniques to their own operations. This would enable them to relate cen-
cepts of technical efficiency more closely to costs of construction and opera-
tion and to bring their accounting and statistical systems more into line with
one another, We offer these general suggestions in the hope that they may
be developed further through the efforts jointly of the Railway Board and the
Joint Technical Group for Transport Planning and may assist not only the

Railways but other transport services as well, such as shipping, ports and
road transport organisations,
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CHAPTER V

ROAD DEVELOPMENT AND ROAD POLICY

In THIS Chapter we review briefly the progress of road development before
and since the commencement of planning, the existing deficiencies in the
road system and in road planning, the main problems which are now emerg-
ing, directions in which policy and planning should be reoriented in the next
few years, finance of road development programmes, development of road
rescarch and construction techniques and changes in administrative and
financial procedures and organisation needed for undertaking large-scale
road construction programmes.

2. The road problem.—The state of road communications in a country,
the' extent to which they reach into the interior and the rural areas, the
number and types of vehicles that move on them and the goods they carry
.and the condition in which roads are maintained are as good an indicator as
any of the level of development and the quality of administrative and techni-
cal organisation sustained by it. Few things are more ardently sought by
the people generally than roads capable of mecting their needs, be these
marketing of agricultural produce, travel and transport to city and town,
movement through or within a metropolis, accelerating development in a
backward region so as to bring inaccessible areas within reach, or giving a
spurt to the local economy. Allied to these economic and social needs,
strategic and defence needs also loom large now, larger indeed than ever
‘before. Yet, the construction and maintenance of roads cost a great deal.
The gaps left over from the past are extraordinarily large and it has to be
recognised that, with all the urgency that may be given to this task, the
building up of a road system which will serve every nook and cormer of
-India in a measure equal to the rapidly changing and growing needs of her
economy will take two decades or more of sustained, intensive and earefully
planned effort. As the road system develops, the burden of maintenance
and continuous improvement also becomes larger and makes heavy claims
-on current resources. Altogether, the dimensions of the road problem in
India are such that adequate progress is possible only if at each level—from
the local rural community and the town and city to the region, the State
and the nation—there is readiness to pay for the construction and mainten~
ance of roads, to discover ways, both direct and indirect, of shouldering this
-enormous and continuing responsibility. At the same time, the possibilities
-of science and technological research must be exploited to the full so as to
reduce the costs of construction and maintenance and promote the use of

Tocal materials and other resources to the greatest extent possible.
60
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REVIEW OF PROGRESS

3. In relation to present needs, despite the effort devoted to road develop-
ment since the end of the Second World War the road system is still inade-
quate in many ways. It is worth recalling that, before Independence, hav-
ing regard to the conditions of the times, the limited aims in view and the
state of economic development, few fields of public policy received the same
degree of systematic attention from administrators and engineers as the
construction and maintenance of roads. The Indian Roads Congress was
established in 1934 and has functioned continuously at an advanced techni-
cal level. Problems of road development, as they presented themselves in
the late twenties, were carcfully considered by the Indian Road Develop-
ment Committee as far back as 1927,

4., The Nagpur Plan—In 1943, Chief Engineers incharge of roads
throughout the country met at Nagpur and evolved a 10 year road develop-
ment plan to meet the country’s requirements over the twenty year period
from December, 1943. This has since come to be known as the “Nagpur
Plan”. The plan proceeded on the basis that in highly developed agricul-
tural areas no village should be more than two miles from a road, nor more
than five miles from a main road, the average distance from a main road
being generally less than two miles. In non-agricultural and less developed
areas, no village should be more than five miles from a road, nor more than
twenty miles from a main road, the average distance from a main road being
6 or 7 miles in most cases, It was reckoned that if road development pro-
ceeded along these lines, in 10 years, the length of surfaced roads could
increase from 88,000 to 123,000 miles (140,800 to 196,800 kilometres)
and of unsurfaced roads from 132,000 to 208,000 miles (211,200 to

332,800 kilometres).

5. Road development plans drawn up in the post-war reconstruction
phase and under the First and Second Five Year Plans have broadly follow-
ed the approach of the Nagpur Plan as translated in terms of the require-
ments of different parts of the country. It is necessary to recall in this
connection that when the Nagpur Plan was formulated the British Indian
provinces and some of the larger princely States participated in it, but a
number of small territories were not much in the picture. It toock about
six years between the integration of the princely States and the promulgation
of the Constitution and the Reorganisation of States Act of 1956 for the
boundaries of several States, as the constituent units of the Union of India,
to assume 2 final shape. It was only then that in several parts of the coun~
try new road plans could begin to be drawn up in terms of five-year periods

as well as for longer periods.

6. Progress since 1951.—By 1951, the country had about 97,000 miles
(155,200 kilometres) of surfaced roads and about 151,000 miles (241,600
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kilometres) of unsurfaced roads. Progress since 1951 is shown in the
following table :

Table 1: Progress in road development

miles kilometres
surfaced unsurfaced total  surfaced unsurfaced total
roads roads roads roads
March
1951 . R 97,567 150,945 248,512 156,107 241,512 397,619
1956 . . 113,725 195931 309,656 181,960 313,490 495450
1961 . . 146,513 294,113 440,626 234,419 470,581 705,000
1962 K . 153477 311,887 465,364 245,563 499,019 744,582
1963 . . 156,561 313,325 463,886 250,498 501,320 751,818
1966 . . 177,300 421,400 598,700 283,680 674,240 957,920
{anticipated)

Between 1951 and 1963 the length of surfaced roads increased by about 60
per cent and of unsurfaced roads by about 107 per cent. By the end of
the Third Plan a further addition of 20,739 miles (33,182 kilometres)
of surfaced roads is anticipated as well as a substantial length of unsurfaced
roads. Over the period 1951-62 the annual expenditures on roads rose
four-fold from about Rs. 18 crores to Rs. 72 crores. Since 1962, on
account of the onset of the emergency, road development programmes have
been accelerated still further and expenditure on roads rose from Rs. 72.4
crores in 1962-63 to Rs. 107.5 crores in 1964-65 and a budgetted outlay
of Rs. 135.20 crores in 1965-66. In addition, extensive programmes of
road construction in the border areas have also had to be undertaken.

7. The total length of roads during the years 1951, 1956 and 1961,
classified by function, is given in the table below :

Table 2: Length of roads during the years 1951, 1956 and 1961 classified by function

1951 1956 1961

{miles) (kms.) (miles) (kms.) {miles) (kms.)
national highways . 12,310 19,696 12,803 20,485 14,065 22,504
state highways . 26,600 42,560 29,302 46,883 38,557 61,691
major district roads 55,800 89,280 59,146 94,634 70,515 112,824
other district roads . 50,500 80,800 54,018 86,429 69,569 111,310
village roads . 103,302 165,283 150,368 240,589 241,614 386,582
unclassified roads - .. 4,019 6,430 6,306 10,090

total . 248,512 397,619 309,656 495450 440,626 705,002
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8. Twenty year road development plan for 1961-81.—By the end of
the Second Plan, the targets of road mileage envisaged in the Nagpur Plan
had been realised for the country as a whole, although progress as between
individual States and regions was by no means even and large tracts still
lagged behind, Towards the end of the Second Plan, Chief Engineers from
the Centre and the States met together to formulate a new twenty-year road
development plan for the period 1961—81. The plan proceeded on the
basis that in developed agricultural area no village should remain more than
4 miles from a metatled road or more than 13 miles from any type of road.
In working out specific proposals, factors such as area, population, regional
levels of development and development meeds and possibihities were to be
taken into consideration. Under the Plan, compared to an average at the
end of the Second Plan of 26 miles of road for every 100 square miles or
of 16 kilometres for every 100 square kilometres, the plan envisaged that
by 1981 the average length of road would be 52 miles per 100 square miles
or 32 kilometres per 100 square kilometres of area. The plan also proposed
a scheme of priorities which included, amongst others, provision of missing
bridges, improvement of road surface to at least one-lane black-topped
specifications for National and State Highways, widening of the main roads
in the vicinity of large towns to two-lanes or more and provision of two-
lane roads on the major arterial routes. The cost of completing the pro-
gramme was estimated at Rs. 5200 crores, of which Rs, 630 crores were
for village roads, The plan outlined by the Chief Engineers has remained
a broad guide for more detailed planning in the States and its prioritics have
been generally kept in view. However, so far specific commitments have
been made by the Central and State Governments only in terms of five-year
and annual plans of development. It is far from certain whether the targets
suggested by the Chief Engineers will be accomplished within the twenty
year period. Even so, if it is appreciated that by March 1966, India will
have only 47.6 miles of road for every 100 square miles of area (or 29.7
kilomettes for every 100 square kilometres) and 109.4 miles (175 kilo-
metres) for every 100,000 of population, the plan calls for = scale of
construction and investment much greater than that attained thus far as

well as for a high degree of integration between the efforts of various autho-
sities at the national, State, regional and local levels.

EMERGING PROBLEMS AND NEED FOR SYSTEMATIC RoaD PLANNING

9. With the enormous lag inherited from the past, it is an extraordinarily
~difficult undertaking to develop the road system 1o enable it to meet with
any degree of adequacy needs which are newly emerging or are now being
more fully recognised. While larger road programmes are undertaken, the
growth of the economy brings new needs and problems into relief. At the
same time, the problem of allocating the limited resources available between
many competing objectives becomes much more complex. Yet, roads are
90 crucial to national and regional development and the resources im;olved
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are of such substantial magnitude that careful planning and constant search
for economy must be regarded as the keystones of road programmes in the
future, whether these are undertaken by the Centre or the States or by local
authorities.

10. Existing deficiencies in the road system.—By any standard, the
total length of roads available at present must be regarded as being meagre
enough to constitute a drag on economic growth. FEven with the network
now existing, certain deficiencies stand out because they reduce the efficiency
of the road system to an extent which is not yet sufficiently appreciated.
One of the most important of these concerns the question of satisfactory
maintenance, for which much larger resources need to be made available.
Road crusts originally meant to carry mainly light traffic are unable to stand
the heavier traffic and the greater volume of movement which have develop-
ed in recent years. If adequate funds are not made available for mainten-
ance as well as for timely strengthening of road crusts and for reconstruc-
tion of weak bridges and culverts, the damage done gets well beyond the
scope of normal repair works. Between 1952 and 1962, while expenditure
on road development increased four-fold, provision for maintenance increas-
ed only from Rs. 22 crores to Rs. 44 crores. There is indeed widespread
evidence of the work of upgrading the existing roads failing to keep pace with
the development of traffic,

Secondly, the road system has grown up over time and on several rontes
there are still numerous missing links, unbridged river crossings, weak cul-
verts and bridges and weak and inadequate road pavements. Since Inde-~
pendence about 2800 kilometres of missing links and 150 major bridges
have been constructed, 18,000 kilometres of low grade sections improved
and 5,000 kilometres widened to two lanes. Even with this effort, the
National Highway system, which comprises the principal trunk roads of the
country, will have at the end of the Third Plan no less than 400 kilometres
of missing road links, more than 50 major bridges still to be built, nearly
19,200 kilometres of one-lane roads, and large numbers of narrow and
weak culverts and bridges and large numbers of rail-road crossings due
for replacement by under or over bridges and bye-passes in and around
urban and industrial areas awaiting comstruction. Thus, lack of uninter-
rupted movement diminishes the contribution of the system as a whole.

Thirdly, most of the arterial highways in the country have road surfaces
with a thickness of 9 to 10 inches instead of a thickness of 18 to 22 inches
which beavy duty vehicles, now coming into greater use, increasingly
demand. Moreover, besides being built to low specifications, most of the
roads are single lane, that is, 12 feet wide, and travel along them is both
slower and less safe than it need be.

Fourthly, work on the highways has proceeded over Jong years some-
what independently in different States and without sufficiently close atten-
tion to the need for evolving an integrated road network for the country as
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a whole, The result is that, frequently, highways between neighbouring
States have remained unconnected and rivers separating one territory from
another or passing through more than one territory have remained unbridged
at points vital from standpoints wider than those of traffic within individual
States. To a limited extent, the scheme of inter-State roads and roads of
economic importance, which the Central Government first sponsored in
1953, has helped to reduce this deficiency, but in turn this has tended to
throw greater responsibility on the Central Government. Moreover, the
resources available for this category of roads have not been adequate in
relation to the size of the problem.

11. Economic criteria in road development—Bach of the deficiencies
pointed out above has been accentuated by the growth of traffic, increase
in the number of heavier vehicles and the need for faster movement. These
factors mark a major qualitative change in the character of the road problem.
Increasingly, aspects such as the width of the road surface and the specifi-
cations to which roads are built become key elements in the planning of
toads. Road construction also becomes more costly and calls for larger
resources.

12. In the past, road development plans were conceived largely in terms
of increase in length of road and completion of missing links. In develop-
ing roads administrative considerations were pre-eminent, specially the need
to fink up the capitals of States with the headqiarters of districts, tehsils,
talukas and development blocks. Road development was seen less often
as a major factor in economic growth or, where it was, adequate resources
could not be readily provided for the systematic development of roads as =
means to more rapid economic development. In a degree, decisions on
which specific roads could be taken at each stage of development might be
influenced by representation from different areas and by shorter-term consi-
derations and needs. Admittedly, in this field, objective economic criteria
are casier to enunciate than to apply. Nevertheless, in view of the large
investments now involved, it is important to adopt economic criteria to the
utmost extent possible, to undertake careful traffic surveys and forecasts
and, in the choice of major road projects, to proceed on the basis of cost-
benefit studies before committing substantial resources.

13. Major emerging problems~It was inevitable that the approach in
the earlier phases of road development should be extensive rather than
intensive. From this latter aspect there are four extremely important prob-
fems which can now be identified and must increasingly influence the plana-
ing of the road system. These are (1) provision of roads related to major
industrial, mining and other development projects, (2) rural market roads,
(3) roads for the development of backward areas and regions, including
hill areas and coastal areas, and (4) road systems in metropolitan areas and
large cities and their environs. A few observations on each of these pro-

blems will be pertinent.
{PC/66—6
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14, Roads for development projects—In recent years, large tracts have
been covered by irrigation and hydro-electric projects. New centres of
industrial growth have been established, Mining projects have opened up
areas which had long remained secluded and inaccessible. Roads and the
transport facilities which roads make possible have a vital role in realising
the full development potential of the large investments entailed in these
projects. In practice, frequently, sufficient attention has not been given
to the development of adequate road system in and around project areas
and by way of links between a growth centre and other points, Greater
coordination in planning and implementation would make for faster deve-
lopment as well as cheaper transport. In many States, it has been observ-
ed, in the past roads have been planned without giving sufficient priority
to the needs of areas or centres of high potential growth, Sometimes, be-
cause the Central Government undertook the industrial and other invest-
ments or provided the finance needed, on the plea that the related road
development should also be supported by it, States have hesitated to allow
for it in their own plans. Later, such gaps in planning have assumed the
shape of special problems demanding immediate action. Road plans should
take full account of the industrial and other development needs as these are
likely to arise over a period of years. They should be informed by the
same long-term perspective of development as are programmes for agricul-

ture, industry, power and other aspects of the economy, both for the coun-
try as a whole and within each State and region.

15. Rural roads.—There is growing realisation that the problem of
rural roads has not been given the key importance due to it in the plann-
ing of road systems. The linking of towns and administrative centres by
Toad is but the beginning of development. To carry development far into
the interior, to Ering each village into swift communication with the market,
to carry fertilizers and implements and other goods and facilities into every
village, to complete the system of inter-village communications so that each
area develops an integrated economy of its own, and costs of transport for
rural areas are reduced all along the line, the road system. and road trans-
port services must be developed in depth. To do s0, the resources needed
must be found as an essential element in the scheme of planned develop-
ment. The economic significance of road development in relation to the
strengthening and diversification of the rural econom

y and to social change
in rural areas cannot be too greatly stressed. 1In the past, in the allocation

of Plan funds for road development distinctive attention has not been given
to the needs of rural areas and far too much has been left to such effort
ac local rural communities might themselves be able to muster. Nor has
sufficient attention been given to the formulation of district road plans

through which district roads, rural market roads and village approach roads
may be developed as an integrated System capable of meeting growing local
needs and accelerating the development of the rural economy of each area.
We consider such district road plans to be an essential element of planning
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at the district and block level and equally of planning for the road system
of the State as a whole. We suggest that in each State phased program-
me for the development of rural roads should be drawn up on a district
and area basis. Priority should be given to areas in which intensive agri-
cultural development plans are being undertaken or where new resources,
such as irrigation and power, have come into use and their fullest utilisa-
JMtor, along with complementary development, is likely to promote rapid
economic growth. In such cases, the development of communications and
of marketing facilities constitutes an integrated activity and should be
undertaken as a matter of considerable urgency. In other areas, depend-
ing upon the study of conditions and assessment of needs, the develop-
ment of local communications networks may be accomplished in stages over
a longer period. We would further urge, as a conclusion drawn from
past experience, that State Governments should definitely carmark a pro-
portion of the allocation for reads in their plans for rural market roads and
for assisting villages in the construction of approach roads connecting villag-
es with one another and with market roads. It is for each State to con-
sider the proportion of funds to be so earmarked, but in our view about
a fifth of the State Plan allocation for roads should be regarded as the
minimum. We also recommend that as part of the scheme of Central assis-
tance for the plans of States, assistance given specifically for rural roads
should take the form of a grant to the extent of 33-1/3 per cent of the
actual expenditure incurred by each State under its annual plan.

16. Roads jor backward and hilly regions.—Disparities in development
between the more advanced and the less advanced regions are often reflect-
ed most glaringly in the comparative state of their road communications.
In lifting the economy of the more backward areas, such as scheduled areas,
hill areas, coastal areas and others, improved road commumcations can
make a contribution far exceeding the investments needed. Such invest-
ments should, therefore, have high priority in plans for the development
of markedly backward regions which should be specified in advance in the
plan of each State. We also recommend that ag in the case of rural roads,
Central assistance should be given for road development in the specified
regions by way of grant to the extent of 33-1/3 per cent.

17. Roads in metropolitan areas.—We may refer, finally, to the com-
plex problems of road development in metropolitan areas, in large cities
and in growing industrial towns. Cities such as Calcutta and Bombay pre-
sent these problems in an extreme form, but others, like Madras, Delhi,
Kanpur and Ahmedabad also demand urgent attention. In varying degree, in
these cities the pressure of traffic is increasing fast, there is acute congestion
and rail-road level crossings frequently cause obstruction, and neither the
road system nor the road tramsport facilities can cope with the volume of
traffic. 1In each of these cities, according to its circumstances, it is neces-
sary to take an overall long-term view of transport needs, both for passen-
gers and for goods, and to plan road development, development of road

2
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transport services and, where necessary, suburban rail transport as parts
of a comprehensive and integrated scheme. In metropolitan and other

large cities, the planning of transport has to be closely related to the scheme

of long-term urban planning and location of industrial and economic acti-

vities. In evolving transport plans there has to be the closest possible

collaboration between the various agencies of the State Government, the

local municipal administration and planning authorities and those respon--
sible for operating road and rail transport services. In view of the increas-

ing complexity and importance of the problems of metropolitan transport,

which are likely to grow considerably over the next decade, at the sugges-

tion of the Planning Commission and the Ministries of Railways and

Transport, the Committee on Plan Projects has recently appointed an expert

Study Team on Metropolitan Transport to investigate into these problems

in relation to Calcutta, Madras, Bombay and Dethi. It is hoped that as

part of the process of drawing up the road plans, State Governments will

give similar attention to the transport problems of other large cities.

18. Central and State Road Planning Boards.—In the preceding para-
graphs, in referring to the existing deficiencies and the needs which have
now emerged so clearly, we have also drawn attention to the princi-
ples which should guide road planning in the future. We expect that the
series of regional transport surveys now under way throughout the country
will throw up valuable data and projections with reference to which road
development programmes can be formulated, more readily than in the past,
as integral parts of overall long-term transport plans, comprising all modes
of transport, and closely linked with indust-ial and economic development
plans for each region. The scheme for systematic numbering of the main
highways in each State, to which effect is at present being given, will help
in linking together the road systems of different States, in selecting roads
which could be taken up with the greatest advantage as inter-State roads,
in establishing priorities for major works and also in coordinating plans
for the development of National and State Highways.

19. The various objectives in road development outlined above will
call for a great deal of continuous and systematic planning at the national,
State and local levels. We, therefore, strongly endorse the proposal, which
the Transport Development Council approved in July, 1964, that Road
Planning Boards should be set up by the Central Government as well as by
State Governments. These Boards are envisaged as high-level technical
advisory bodies which will consider plans for road development in the wider
economic perspective and in relation to economic and other relevant criteria.
It is our hope that, working in close cooperation, with one another, the
Central and State Road Planning Boards will help evolve an integrated
national road network and will give attention in a precise manner to such
aspects of planning as traffic surveys, cost-benefit studies, ecomomies in
construction costs, maintenance norms, means to maximise the benefits of
rczad development tarough greater coordination with development in other
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sectors, road development in backward regions, rural roads and road deve-
lopment in metropolitan and other cities. Road Planning Boards should
take full advantage of data thrown up in the preparation of the long-term
transportation plan for the period ending 1975-76 and should also initiate
fresh investigations, where necessary, through various existing agencies.
JAbove all, they are expected to serve as an important instrument for bring-
ing a great deal of knowledge and foresight available to bear on the plann-
ing of road systems at the national, regional and local levels, so that roads
can make the maximum contribution to economic development. Given
this approach, if roads which exist already are maintained in good condi-
tion and greater attention is given to construction ecomomies, it should
become possible to secure larger resources for the systematic expansion
and improvement of the road system. The Central and State Road Plann-
ing Boards should also conmsider the question of securing close coordina-
tion between road programmes in border areas and other road program-
mes. A project like the lateral road stretching from Bareilly to Amingaon
across four States has a vast development potential if, at the same time,
feeder roads and other aspects of development are simultaneously integ-
rated with it. Road development now demands a degree of continuity,
accuracy, planning in detail and freedom from arbitrary cuts in allocations
once the initial allocations have been determined for a five year period,
and it is hoped, that through their working the Central and State Road
Planning Boards will help create these essential conditions.

FINANCE OF RoAD DEVELOPMENT

20. National and State Highways—At present the Central Government
finances the construction and maintenance of National Highways, resources
for new development being provided under the Five Year Plans and for
maintenance from the normal budget. Depending upon the resources that
caf be allocated under each Plan, additional State roads are declared as
National Highways in accordance with the National Highways Act, 1956,
and rtesponsibility assumed for their future development and maintenance.
The National Highway system now comprises a length of 14,925 miles,
(23,880 kilometres), compared to 13,800 miles (22,080 kilometres) in
1956 and 32,000 miles (51,200 kilometres) envisaged in 1981 in the Chief
Engineers’ proposals for the period 1961-81. It is important that the
National Highway network should expand steadily. This will strengthen
the trunk communications from the point of view of the country as a whole
and enable States to devote ‘greater attention to the improvement of roads
in the interior, to rural roads and to roads designed to achieve rapid deve-
lopment in the more backward regions.

State Highways fall within the field of responsibility of State Govern-
ments. Resources for development are provided under the Five Year
Plans and for maintenance under the normal budget. As part of the assist-
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ance which the Centre makes available to States for financing their Five
Year Plans, loans are given for road development.

For a number of years, the Central Government has aided the construc~
tion of selected roads which provided inter-State links or had special eco-
nomic importance. Responsibility for maintaining these roads continuesw-
to rest with the States. ‘In, our view, road plans at the Centre should
contain adequate provision for these two categories of roads. For, they
Tepresent a convement and flexible means of removing important gaps in
communications between States, ensuring coordination in planning and of
assisting States in expediting the construction of costly road projects which
are important both from the national and regional considerations, In
regard to inter-State road schemes, we visualise the Central Government
assisting, for instance, in the construction of bridges, the road lengths being
provided by the States concerned in an integrated programme fornmung
part of their respective road plans,

As stated earlier, provisions for maintenance have in recent years been
less than adequate both for National and for State Highways. It is import-
ant that suitable norms should be set for this purpose and arrasgements
for ensuring effective maintenance strengthened further.

21. Rural roads.—Hitherto, the approach in respect of rural roads has
been much less systematic than for State Highways and District Roads.
Voluntary contributions by the people in the villages have helped build
up a considerable Iength of unsurfaced roads, but often these can be used
only in fair weather and deteriorate rapidly. It is, therefore, essential that
the construction of village approach roads, undertaken through local effort,
supported by a measure of assistance for masonary works, should itself
be part of a larger area plan, which provides both for continuous mainten-
ance and gradual change-over to higher specifications. Local authorities,
such as Panchayat Samitis and Village Panchayats should be made respon-
sible for village approach roads and should be placed in a position to sup-
port local voluntary effort, specially in respect of masonary works.

22. In regard to rural market roads, we have already proposed that a
proportion of the State Plan allocation for roads, generally not less than
20 per cent, should be earmarked by each State Government for these
roads and the Central Government should share the cost equally by way
of grant as part of the total quantum of Central assistance agreed to for
the State Plan. 'We have further recommended that this measure of assist-
ance should be made available for road programmes in markedly back-
ward areas, including hilly regions and coastal areas, which are specifically
identified in advance at the tme of formulating the State Five Year Plans.

23. The Central Road Fund.—In 1929, on the recommendations of
thg Indian Road Development Co

mmittee, the Government of India consti-
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tuted a non-lapsing Central Road Fund. The Committee had recommend-
ed that an additional duty of 2 annas per gallon be levied on a petrol and
the proceeds credited to the Fund and utilised for road development. The
proposal was accepted and the duty was raised in 1931 to 2% annas per
gallon. Of the proceeds, 80 per cent are allocated to State Governments
on the basis of actual consumption of petrol within their territories and
from the balance, which is retained at the Centre as the Central Road
Fund (Ordinary) Reserve, grants are made for expenditure on experi-
;ental and research schemes and for specified projects for the construc-
tion of roads and bridges. There is another sub-division of the Central
Road Fund, called the “Special Reserve” to which contributions made
by other Central Organisations like the Ministry of Defence etc. for road
works required to be executed for meeting their requirements are credited.
It seems to us that the scope and financing of the Central Road Fund calls
for a fresh review. We are not ourselves 1 a position to undertake this
review because several administrative considerations and commitments
entered into in the past are involved. In principle, we see considerable
advantage in maintaining a non-lapsing Central Road Fund which may be
utilised for financing selected schemes, such as are apt to be lost sight of
in the ordinary course. We have in mind particularly research and experi-
mental work on a much larger scale than is being currently undertaken,
regional transport surveys, traffic studies and construction of bye-passes and
over and under bridges at rail-road crossings on trunk roads in large cities.
The portion of the Central Road Fund allotted to States has in practice
become an integral part of their financial resources and it is difficult at
this stage to suggest its allocation for specific purposes. At present the
Central Road Fund is credited to the extent of 16 paise per gallon from
the customs and excise duty levied on motor spirit, the annual proceeds
being about Rs. 4 crores. Of this only 20 per cent remains with the Centre
in the Central Road Fund (Ordinary) Reserve. We feel that it will be
in the interest of systematic long-term road dsvelopment to enlarge the
resources available in this Fund at the Centre. How best this may be
done is a matter for the consideration of the Ministry of Transport in
consultation with the Mmistry of Finance. A flexible non-lapsing source
of this nature, from which specific schemes of the kind indicated earlier
can be initiated by the Centre has advantages which are not to be measured
only by the actual amounts allotted. We would, therefore, hope that
from a larger planning objective the hands of the Ministry of Transport
will he suitably strengthened through the Central Road Fund.

24. Tolls—Tolls can be another useful source of finance for selected
projects. Collection of tolls at numerous points could cause obstruction to
traffic and add significantly to costs of movement. A general levy of tolls,
therefore, is not at all desirable. However, tolls should be applied select-
ively to major projects involving heavy costs such as major and costly
bridges, large tunnels and express highways. For these projects, special
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long term loans could be advanced and costs could be recovered over a
period through levy of tolls. In view of the likely benefits from such projects
to the users, there should be little resistance to payment of tolls. In each
case suitable arrangements should be made to ensure speedy collection with
minimum slowing down of traffic.

ROAD RESEARCH AND CONSTRUCTION TECHNIQUES

25. In the preceding paragraphs we have drawn attention to the inade-~
quacies of the highway system in the matter of the total mileage of the
roads, their disposition, as well as their condition under the increasing
stresses of present day traffic. The loads, the speeds, and the intensity
of traffic on roads have increased considerably in the last few years and
may be expected to increase further with the general development of the
country. On many routes the existing road pavements are proving inade-
quate in width as well as in strength. Tt is becoming urgently necessary
to upgrade such roads, that is, to widen their pavements, strengthen the
hard crusts, and provide improved and high class surfaces with cement
concrete, asphaltic carpets, etc. Long lengths of completely new roads of
high standards have also to be built in some cases and the old methods of
stage construction are not always applicable because traffic develops very
fast soon after the road is built. -

Under these circumstances, the need to adopt modern and advanced
construction techniques is obvious. Techniques involving efficient use of
available materials have to be introduced so as to achieve overall economy.
This requires detailed testing of materials and control of quality for high-
way works. Continuous research for improving technigues and specifica-
tions is also essential,

26. In the past, when the volume and intensity of traffic were low,
a waterbound macadam road served the needs of traffic adequately. Sur-
face dressing with bitumen or tar was considered to be more than adequate
even for the main roads. These specifications are no longer adequate on
many sections of National and State Highways. It is, therefore, necessary
to adopt techniques which, have been evolved and found successful for
highly trafficked roads such as stabilization of soil, controlled compaction
of road embankments, properly designed and controlled dense bituminous
carpets, properly controlled high stremgth cement concrete used in conjunc-
tion with high-tensile steel in prestressed concrete bridges and others.
These new techniques call for precise testing of materials and quality
sontrol. In addition to facilities for research, it is necessary to proville for
& chain of testing and control laboratories, so that full advantage may be
taken of the new techniques evoived in India as well as in other countries,

27. At present, besides the Central Road Research Institate which
serves as a national laboratory, there are road research stations in some
States, as in Madras, Uttar Pradesh, Punjab and West Bengal. These
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stations perform the function of testing and control, but are not always
adequately equipped and staffed for research work. We consider that test-
ing and control laboratories should be set up in all States. Progressively,
they should develop research activities on their own and in association with
the Central Road Research Institute. [Each State should also have a number
of mobile field laboratories for on-the-spot testing and quality control of
road and bridge conmstruction. It is also necessary to carry out an exten-
sive survey of road building materials and to arrange for their systematic
testing. The results of the surveys and tests should be suitably compiled

and published.

28. To bring together the results of research work done in the various
laboratories and to avoid unnecessary repetition and duplication, it is neces-
sary to coordinate work undertaken at the various laboratories. The Indian
Roads Congress, in cooperation with the Roads Wing of the Ministry of
Transport and the Central Road Research Institute has been undertaking
this function. The time has, however, come when more definite arrange-
ments should be made for the conduct of research, for the coordination of
the results of research work done in the country and for giving wide publi-
city to the results achieved. We recommend that a Highway Research
Board should be set up for the purpose on the lines of a similar Board
which exists in the United States.!

29. As stated above, the new road building techniques require a high
degree of control during execution. Such control is not practicable in the
case of manual methods of construction where quality depends on the
personal factor of the individual workman and supervisor. The personal
element has therefore to be supplemented increasingly by the use of road
building machinery. Therefore, both to gain speed in operations and to
ensure control over quality, special steps have to be taken to promote the
manufacture of all essential road construction equipment within the

country.
30. To secure sustained work in the field of road research it is essential
that adequate resources should be provided on a continuing basis. Both
the Central and State road plans should provide funds specifically for
research. Subject to the ability of research units to utilise these funds,
they should not be diverted to other purposes. The provisions made and
the steps taken in the past in this connection have not been adequate.
In 1957, following a recommendation by the Indian Roads Congress, the
Ministry of Transport recommended to State Governments that they should

1The Highway Research Board of USA is a cooperative organsation cf highway
technologists which functions with the support of spveral highway departments,
the Bureau of Public roads and many other organssations interested 1n the development of
highway transportation. The Board secks to encourage research and to provide a clearing
house and correlation service for research activities and information on highway adminis-
tration and technology. It was established in 1920 as an agency of the Division of
Bogiocering and Industrial Research, one of the eight functional divisions of the Natiopal
Rescarch Council.
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carmark at least 1 per cent of their Central Road Fund allocations for
road research. This represents a meagre provision for research in high-
ways. It is obvious that the tasks to be fufilled through continuous research
should be carefully specified from time to time in relation to the road
development programme of each region and, besides provision of funds,
the necessary organisations for follow-up should be established. To
encourage the adoption of the results of research and promote the use of
new techniques of road construction, local materials etc., the Government
of India set up in 1961 a Central Assessment Committee, which underwrites
any loss or excess costs incurred by a State on account of the failure of a
new technique adopted by it. In the light of the experience gained so far,

the work of the Committee should be reviewed and its programme and
organisation strengthened.

ADMINISTRATIVE ORGANISATION

31. Roads in India are divided into five categories : National Highways,
State Highways, Major Distnict Roads, Other District Roads and Village
Roads. Of these, National Highways fall directly within the sphere of
responsibility of the Central Government, while the other categories of
roads form part of the plans of States and of local authorities. The
Central Government meets the entire expenditure required for the cons-
truction, improvement and mainterance of the National Highways. As
stated earlier, the Central Government also assists State Governments in the
construction of selected roads of inter-State and economic importance.
Similar assistance is extended for roads taken up for strategic reasons.
Within the States, ‘Other District Roads’, which include roads linking
market centres, Block headquarters, etc. and viliage roads are looked after
by local authorities such as the Zila Parishad, the Panchayat Samiti and
the Village Panchayat. As part of the assistance given by the Central
Government to State Govetnments for their Five Year Plans, loans are
being made available for the road programmes of States. In the past
enough attention has not been given to planning for the entire road system
of a State in an integrated manner, including in it both National Highways
and roads for which the State Goveroments are responsible. There has
also been need for greater work on district road plans, so that, within
the framework provided by the State road Plan, roads connecting market

centres, small towns and villages could be planned and executed in a syste-
matic manner.

32. Although the Central Government is responsible for the adminis-
tration and finance of National Highways, hitherto construction and main-
tenance of these roads have been undertaken by Public Works Departments
in the States acting as agencies on behalf of the C:ntre. The Central
Government has not had a road construction agency of its own at its dis-
posal. With the large programmes of road construction which it has been
necessary to take up in recent years in Assam, West Bengal, Rajasthan and
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Gujarat, and the considerable burden thrown in consequence upon the
Public Works Departments in the States, it has been felt that there should
be a road construction agency with the Central Government which can
supplement the State agencies to the extent necessary and, on the basis of
agreed programmes, can also take up some of the difficult works. In seve-
ral States the volume of road construction work is mow large enocugh to
justify the setting up of separate Highway Departments with specialised
highway and bridge engineering personnel who are able to provide the
technical planning and supervision needed in highway road and bridge
construction and to ensure the standards required on high specification
roads. Besides undertaking specific works, in cooperation with the State
agencies, the proposed construction organisation at the Centre could main-
tain a pool of road construction machinery which could be made avail-
able as and when required by State agencies engaged in completing works
of an emergency nature or works requiring superior technical standards.
State Public Works Departments have been undertaking traffic surveys as
part of their normal work. The stage has reached when special Traffic
Engineering Cells devoted to and equipped for the task of carrying out
traffic studies and giving attention to the problems of traffic engineering
and road safety should become a mormal feature of organisation in Public
Works and Highway Departments. It is also essential that in respect of
major road projects, before decisions to commit large funds are made,
cost-benefit studies should be undertaken. This will assist in the application
of sound economuc criteria and help obtain the maximum results from
investment on road development. Each Road Planning Board to which a
reference has been made earlier, should make its final recommendations
regarding plans of road development after taking into comsideration the
requirements of the State and its different regions as well as the results

of economic and technical studies.



CHAPTER VI
"ROAD TRANSPORT

ROAD TRANSPORT INDUSTRY

BEGINNING in a small way after the first world war, by 1938-39, com-
mercial motor transport comprised a total fleet in ‘British India’ of 23,645
buses and 12,397 trucks. At the end of the second world war, in 1946-47,
the number of trucks had increased to 40,107 and the number of buses, after
a period of decline, reached once again the pre-war level. At the com-
mencement of the First Plan, there were in all 34,411 buses and 81,888
trucks; by 1960-61, the number increased to 57,049 and 171,045 respec-
tively. Thus, over the decade, buses increased by about 66 per cent and

trucks by about 100 per cent. In 1960-61, buses represented 25 per cent
of commercial vehicles in use.

2. State-owned services exist in varying proportions in different States.
There are at present 25 State undertakings in all, of which 11 are run
departmentally, 10 by corporatiens and 4 by municipal bodies. In 1960-
61, out of a total of 57,049 buses, 17,701 or 31 per cent were operated
by State undertakings. In March 1963, the total number of persons
employed in these undertakings was about 141,000,

3. At the beginning of 1962, there were 172 transport cooperative
societies dealing exclusively with goods traffic, 612 providing passenger
services and 24 engaged in both goods and passenger transport. In all,
these cooperative undertakings owned or operated 1,385 vehicles or less than
one per cent of the total number of commercial vehicles in the country.

4. The road transport industry is owned at present by a large number
of small operators, of whom a majority own no more than one vehicle each.
Accotding to the Ministry of Transport, in March 1963, about 89 per cent
of road transport operators owned only one vehicle each. The proportion
ol operators owning 5 vehicles or less stood at 98 per cent. The distribu-
tion of road transport operators according to the number of vehicles owned
in December 1952 and March 1963, as estimated by the Ministry of
Transport, is shown in the Table below :

Table 1 : Road transport operators-distribution of vehicles (buses and trucks) owned

size of fleet number of operators  total aumber of vehicles
owned (estimated)
december march december march
1952 1963 1952 1963
one vehicle each 136,000 136,000
. 46,000 83,153
2to S vehicles each 14,046 50,000
6 to 50 vehicles each 1,500 3,187 30,000 61,449
51 to 100 vehicles each 50 32 3,000

more than 100 vehicles each 25 37 14,000 21,000
41575 153,302 130,153 270,449

76
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The distribution in March 1963 of operators according to size of fHeet
in different States and in the Union Territories is shown in the following

Table :

Table 2 : Distribution of road transport operators in different States according to
size of fleet (buses and trucks)

(estimare for March 1963}
aumber of operatcrs owning

one 2t05 more more more more Iore total
vehicle vehicles than$ than10 than20 than 50 than 100
but not butnot butnot but not vehicles
more more Mmore  morc
than 10 than20 than 50 than 100
vehicles vehicles vehicles vebicles
Andhra Pradesh . 6,800 900 99 . . .- 1 7,800
Assam . . 1100 136 9 2 1 1 1 1,8%
Bihar . . 8000 550 215 100 25 5 5 8,900
Gugarat . . 11,000 1,300 75 19 3 2 1 12,400
Jammu & Kashmir 3,500 140 40 18 1 .. 1 3,700
Kerala . . 5,800 350 170 29 .. .. 1 6,35
Madhya Pradesh 8,000 380 100 40 21 5 4 8,55
Madras . . 5900 300 260 30 14 T4 2 6,600
Maharashtra . 27,900 3,600 250 150 95 1 4 32,000
Mysore . . 1,300 730 170 €5 30 2 3 8,800
Orissa 3,500 780 70 30 15 3 2 4,400
Punjab . . 6,300 680 110 65 39 1 5 7,200
Rajasthan . . 6,100 200 250 40 7 2 1 6600
Uttar Pradesh . 12,700 350 3s 9 4 1 1 13,100
West Bengal . 18,000 3,000 130 10 6 2 2 21,150
Delhi . . 2,000 400 70 20 8 1 1 2,500
Himachal Pradesh .. . . . 1 1
Maanipur . . 500 4] 90 S0 7 2 1 750
Tripura 500 100 45 3 2 650
Andaman and
| Nicobar Islands . .. .. .. .. .. . .. 1
. 136,000 14,046 2,188 721 278 32 37 153,302

total

5. Most of the road transport operators who own small fleets of vehicles
lack resources as well as organised facilities for booking and delivery of
goods. They are, therefore, handicapped in providing dependable orga-
pised services. Most operators are obliged to carry on a kind of ‘tramp’
trade, picking up custom as it comes. While within their limits, they are
resourceful and efficient and provide a flexible service, on this basis regular
scheduled freight services cannot be organised. A large proportion of
operators are unable to work on the basis of previously known or establish-
ed rates, though competition among them may lead to some rough norms
being set up. It is known, for instance, that for return journeys and slack
seasons, when there is acute competition between operators, the rates may
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sometimes be reduced to uneconomic levels. At other times, they may be
exorbitant. A recent development in road transport is the growth of booking
agencies which act as intermediaries and accept consignments for transport.
These are made over to operators on a commission basis. Booking agents
are not licensed and there are no set conventions defining how they will
function in relation to operators and to users of transport. It is believed
that frequently the commission charged by booking agents is out of pro-
portion to the rates actually paid to operators for haulage of goods.

LEGISLATIVE PROVISIONS

6. Motor transport was first regulated under the Indian Motor Vehicles
Act, 1914. This legislation did not distinguish between different types of
motor vehicles and imposed no restrictions on their movement. As motor
transport began to grow, the need for greater control over motor transport
began to be felt from the point of view of the safety and convenience of
the public as well as development of a coordinated system of transport.
This led to the passing of the Motor Vehicles Act, 1939, The Act created
Regional and Provincial Transport Authorities which were authorised to
grant permits for stage carriages and for public and private carriers, and
provided for rules concerming routes, timings, specifications of vehicles,
standards of maintenance and other conditions under which holders of
permits were expected to operate. From the aspect of coordination between
rail and road tramsport, the Act empowered Provincial Governments to
prohibit or restrict long distance movement of goods by road and transport
of specified classes of goods by public or private carriers. Under the provi~
sions of the Act, goods vehicles were not allowed to operate outside the
region in which they were registered.

7. By 1945, the question of eliminating ‘wasteful competition’ between
rail and road transport had come into active public discussion and there
were pleas from the Railways for adoption of suitable principles for the
regulation of motor transport. The view was pressed that long distance
goods traffic should be ‘reserved’ for the Railways, while road transport was
better adapted to short distance baulage. In April, 1950, after a period
of discussion with the States, a Code of Principles and Practice was drawn
up at the instance of the Central Board of Transport and circulated to
State Governments with the suggestion that its provisions should be imple-
mented. The following were the more important provisions of the code :

(i) State Governments should organise public passenger transport
and form substantial undertakings in which the railway or rail-
ways concerned should be offered on reasonable terms a finan-
cial interest of not less than 20 per cent;

(ii) State Governments should invite the railway or railways con-
cerned to ceoperate in setting up a Joint Committee or Commit-
tees or other suitable machinery for mutual consultations in



(iii)

(iv)
()

(vi)

(vii)

(viti)

ROAD TRANSPORT 79

matters affecting road-rail coordination and the recommenda-
tions of such Committees should be given due weight by State
Governments and the Railway Administrations concerned;

A public carrier permit should normally be valid, with due
regard to geographical conditions, flow of traffic and marketing
centres for compact areas, within a radius of 75 miles;

Permits, if any, issued outside such compact areas should be
for specified route or routes only;

The State Transport Authority may specify the goods to be
carried;

A Regional Transport Authority should not, except in accor-
dance with the general or specific instructions of the State Trans-
port Authority, grant, countersign or renew any carrier’s permit
for a distance exceeding 75 miles between places connected
by rail;

The Regional Transport Authority should refer to the State
Transport Authority any application for a permit or for rene-
wal of a permit for a distance exceeding 150 miles between
places connected by rail; and

Except in accordance with any regular agreement between the
railways and the State Government, the State Transport Autho-
rity should not normally grant or countersign or renew a car-
rier’s permit between places connected by rail :—

(a) for distances exceedmg 150 miles, unless the Authonty is
satisfied that the goods to be carried cannot be transported
by rail without undue expense or inconvemience at least
in the outward direction; and

(b) for distances exceeding 300 miles, unless the circumstances
are exceptional or the goods are highly perishable or
fragile.

8. A number of State Governments did not formally accept the Code

and in practice most of them continued to impose a variety of restrictions
on the issue of permits for motor vehicles, in particular, restrictions on
distance.
were impeding the growth of road transport. In 1957 Transport Commis-
sioners from the States made a series of recommendations for substantial
liberalisation of licensing policies. These included the following suggestions :

In the middle fifties it began to be felt that these restrictions

(1) Permits should be given to whosoever produced a serviceable

vehicle;

(2) Goods transport vehicles should be allowed to operate frecly

within a State; and
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(3) The Code of Principles and Practice for the regulation of motor
transport should be suspended for a period of five years, after
which the matter should be reviewed.

These recommendations were considered in the Ministries of Transport
and Railways and the Planning Commission and the following proposals
were conveyed to State Governments in June, 1959 :

() Permits for public carriers may be issued freely for distances
of 300 miles or for regions within a radius up to 150 miles;

(b) In respect of inter-State permits, for distances beyond 300
miles, if the local Railway Administration (who should be
consulted before issue of permits) objected to the issue of
such permits, the matter should be referred to the Inter-State
Transport Commission; and

{c) Even in respect of permits for intra-State routes exceeding a
distance of 300 miles, State Governments should consult the
Inter-State Transport Commission if the Railway Administra-
tion concerned objected to the issue of such permits.

9. In 1956, the Motor Vehicles Act of 1939 was amended by Parfia-
ment. The objects of the amendments were, firstly, to remove certain
defects observed in the working of the earlier legislation; secondly, to
ease some of the restrictions which were holding back the road fransport
industry; thirdly, to provide a legislative basis for nationalisation of road
transport services m which increasing interest was now beirg expressed;
and, fourthly, to provide for inter-State movement of motor vehicles. The
amended legislation empowered the Central Government to set up an Inter-
State Transport Commission for the development, coordination and regula-
tion of inter-State movement of transport vehicles. FEarlier, there was no
provision for the regulation of inter-State traffic with the result that on
many inter-State routes passengers and goods had to be transferred to
other vehicles at border points between neighbouring States. The Act of
1939 had not envisaged introduction or expansion of tramsport services
by public authorities. Some States had amended the Act in this respect
in its application to their own territories, while some others had promoted
separate legislation to implement their proposals for nationalisation of road
transport, The amended Act of 1956 contained uniform provisions
for the operation of road transport services by State undertakings, Other
important amendments introduced in 1956 included provisions for licensing
of conductors, setting up of tribunals for determination and award of

damages in cases of accidents and penalties for certain offences.

PRESENT SYSTEM OF REGULATION

10. Road transport is now regulated under the provisions of the Motor
Vehicles Act, 1939, as amended in 1956. This is a Central Act, and is
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administered by State Governments who, with the concurrence of the
Central Government, can introduce amendments to the various provisions
in the Act, keeping in view local needs and circumstances. Almiost every
State has introduced the special provisions in the Act for application to
its territories, so that the procedures and practices followed in different
States for the regulation of road transport vary in detail.

11, Issue of permits—The operation of commercial motor transport
vehicles is regulated through a system of permits. It is an offence to use
or allow the use of any such vehicle in a public place, unless the vehicle
is covered by a permit granted or countersigned by a Regional Traosport
Authority or a State Transport Authority or the Inter-State Transport Com-
mission. The permit specifies not only the route or area of operation but
also the manner in which the vehicle is to be used, whether as a stage
cartiage or contract carriage or private carrier or public carrier. Permits
for stage carriages are generaliy issued for specified routes, while those for
private and public carriess are issued for specified regions. Permits may
specify the type of vehicle to be used, its carrying capacity, the rates of
fare or freight to be charged and the nature of goods which are not to be
carried. In the case of stage carriages, the time schedules for trips or
services and standards of comfort and cleanliness to be maintained in the
vehicle are also laid down. The various requirements of the permit cannot
be deviated from by the permit holder without the written consent of the
authority who granted or countersigned the permit. Any breach of these
requirements makes the permit Liable to suspension and even cancellation.

12. Licensing authorities—The competent authorities to grant or
countersign permits are the Regional Transport Authority, the State Trans-
port Authority and the Inter-State Trapsport Commission. Each State has
one State Transport Authority and as many Regional Transport Authorities
as the number of regions into which the State is divided for the administra-
tion of the Motor Vehicles Act. These authorities are appointed by the
State Government, subject to the condition that the Chairman of the State
Transport Authority or of a Regional Transport Authority should be a
person who has had judicial experience and the namber of members should
not be less than two. The Inter-State Transport Commission is appointed
by the Central Government and should include a Chairman and such other
members, not being less than two, as the Central Government may appoint.

13. A Regional Transport Authority (R.T.A.) is the primary authority
for granting or countersigning permits for its region. According to the
Motor Vehicles Act, “the area specified as the region of a Regional Trans-
port Authority shall, in no case, be less than an entire district or a whole
area of a Presidency town™. The size of a region varies from State to
State. It is co-cxtensive with a revenue district in the States of Assam,
West Bengal (except the Presidency town of Calcutta and 24-Parganas which
together constitute a region), Orissa, Andhra Pradesh, Mysore, Kerala and

Li1PC/66-—1 ’
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Madras (except the city of Madras which itself is a region). The region
corresponds 10 a revenue division in Maharashtra (except the Bombay
region which covers Greater Bombay area only), Punjab, Madhya Pradegh
and Bihar. The State of Gujarat has been divided into two regions, one
comprising ten and the other seven revenue districts. Uttar Pradesh and
Rajasthan have been divided into nine and five regions respectively, eac

region consisting of three or more districts according to administrative con-
venience,

14. The functions of the State Transport Authority (S.T.A.) are :—
(i) to coordinate and regulate the activities and policies of the
Regional Transport Authorities;

(i) to settle all disputes and decide all matters on which differences
of opinion may arise between Regional Transport Authorities;
and

(iii) to perform the duties of a Regional Transport Authority where
there is no such Authority ( e.g. in the Union Territories) and,
if it thinks fit or, if so requested by a Regiomal Transport
Authority, to perform those duties in respect of any route com~
mon to two or mora regions.

The State Transport Authority has the power to issue directions to Regional
Transport Authorities for the purpose of discharging its functions and the
latter are bound to carry them out. It is also competent to' revise the orders
of the Regional Transport Authorities in certain circumstances. In some
States, the State Trausport Aathority or a Sub-Committee of it has been
constituted as the appellate authority against appealable decisions of Regional
Transport Authorities. The State Traasport Authority is bound to carry out
such directions as may be issued to it by the State Government in matters”
listed below in the interest of development of motor transport, coordination
of road and rail trapsport, preventing the deterioration of roads and une
economic competition among motor transport operators :

(i) fixation of fares and freights for stage carriages, contract
carriages and public carriers;

(ii) prohibition of or restriction on the conveying of long distance
goods traffic generally, or of specified classes of goods, by private
or public carriers;

(i) grant of permits for alternative routes or areas 10 persons in

" whose cases the existing permits are cancelled or the terms there-
of are modified in order to enable a nationalised wundertaking
to operate road transport services in accordance with a scheme
approved by the State Government; and

(iv) giving effect to any agreement entered into with the Central
Government or any other State Government or the Government
of any other country relating to the regulation of motor transport
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generally and, m particular, to its coordination with other
means of transport and the conveying of long distance goods
traffic.

15. State and Regional Transport Authonties are expected to ensure that
tramsport vehicles are plied so as to serve the interest of the public and not
merely that of permit holders. Since road transport operators obtain an
mcrcasmg part of their business from agents, who engage in collecting or
forwarding and distributing goods carried by public carriers, the Ministry of
Transport circulated to the States in October 1962, draft model rules for
licensing of booking, forwarding and distributing agencies. It is now pro-
posed to make the necessary provisions in the Motor Vehicles Act itself.

16. Inter-State Transport Commission.—The Inter-State Transport Com-
mission has been set up for the purpose of developing, coordinating and
regulating the operation of transport vehicles in respect of any area or route
common to two or more States. Its main functions are :

(a) to prepare schemes for the development, coordination or regula-
tion of the operation of transport vehicles and, in particular, of
goods vehicles in an inter-State region;

(b) to settle all disputes and decide all matters on which differences
of opinion arise in connection with the development, coordination
or regulation of the operation of transport vehicles in an inter-

State region;

(c) to issue directions to State and Regional Transport Authorities
regarding the grant, revocation and suspension of permits and
of countersignatures of permits for the operation of transport
vehicles in respect of any inter-State area; and

(d) to grant, revoke or suspend any permit or countersign any permit
for the operation of any transport vehicle in respect of such
route or area common to two or micre States as may be specified
in this behalf by the Central Government.

Under the Motor Vehicles Act, the functions of the Inter-State Transport

‘Commission include the following :
(i) division of traffic in inter-State regions among the States cop-

cerned;

(ii) specifying the conditions which may be attached to an inter-Stats
permit;

(iii) fixing the maximum and minimum fares for the carriage of pas-
sengers in inter-State regions and regulating the timings of inter-
State bus services so as best to serve the convenience of passen-

gers;
(iv) fixing the maximum and minimum freight rates for the various
kinds of goods to be carried in an inter-State region, and
laying down the conditions for the carriage of such goods, and
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(v) assisting in the conclusion of reciprocal arrangements amongst
State Governments for the smooth and efficient operation of inter-
State motor transport services.

The power to gramt, revoke or suspend any inter-State permit or to
countersign any such permit has not yet been vested by the Central Govern-
ment in the Inter-State Transport Commission. One of the main tasks of
the Commission at present is to assist States in concluding inter-State agree-
ments on a reciprocal basis for licensing goods vehicles for inter-State traffic
and to resolve such differences between States as may be referred to it. Ac-
cording to a convention between the Ministry of Transport and Communica-
tions and the Ministry of Home Affairs in January 1958, cases in which the
Inter-State Transport Commission is unable to resolve differences between
State Governments through persuasion have to be referred to the Zonal
Council concerned for bringing about a settlement. According to Section
21(2) of the States Reorgamsation Act, 1956, the Zonal Conncils are
authorised to discuss and make recommendations with regard to any matter
concerning inter-State transport. It is only if the Zonal Council is unable

to scttle a dispute that the Inter-State Transport Commission is to issus a
direction under Clause (c) of their powers.

17. Intra-State operations.—Section 57 of the Act lays down the pro-
cedure to be followed by the Regional Transport Aauthority for the issue
of permits valid within any region. According to this section, “the Regional
Transport Authority shall make the application available for inspection at
the office of the Authority and shall publish the application or the substance
thereof in the prescribed manner together with a motice of the date before
which representations in connection therewith may be submitted and the
date, not being less than 30 days from such application, on which and the
time and place at which, the application and any representations received
will be considered”. The Authority has to dispose of the application at a
public hearing at which the applicant and the person making the representa-
tion shall have an opportunity of being heard.

According to Section 63 of the Act, a permit granted by the Regional
Transport Authority of any region shall not be valid in any other region
unless the permit has been countersigned by the Regional Transport Autao-
rity of the other region. For the grant of countersignatures for inter-
regional operation, the same procedure has to be followed as for the issac
of the intra-regional permits. A State Government may, however, make
rules according to which a permit granted in one region shall be valid for
ancther region within the State without countersignatures.

18. Procedures followed in different States for the issue of permits for
operation of vehicles within the State vary considerably. In some States,
a3 in Punjab, Madhya Pradesh, Mysore, Madras, Rajasthan and Orisss, a
Regional Transport Authority or the State Transport Authority as the case
may be, is authorised to issue permits valid for the State as a whole. Is
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some other States, as in Maharashtra, although permits issued by a Regional
Transport Authority may be valid for the region concerned, the Authority
itself can countersign for inter-regional operations. In Andbra Pradesh and
Uttar Pradesh, a somewhat different procedure is followed. Andhra Pradesh
consists of 16 regions, but is divided into five zones’ for issue of permits for
public carriers, and each Regional Transport Authority can issue permits
valid for the entire zone in which it is located. In Uttar Pradesh, Regional
Transport Authorities are authorised to grant public carmer permits for an
operational area of 150 miles radius from the base of operation or for a
route not exceedmg 300 mules without restriction with reference to the

demarcation of the regions in the State.

19. Inter-State operations.—For inter-State operations of goods vehicles
on a regular basis, Section 63(1) of the Act lays down that a public carrier
permit in any ome State is not valid in any other State unless countersigned
by the State Transport Authority of that other State or by the Regional
Transport Authority concerned. For the countersignature of permits, the
same procedure is required to be followed as is laid down in Section 57 for
the grant of mew permits, that is, representations have to be invited and
heard. However, an exception to this procedure is provided in the case of
countersignatures granted under reciprocal agreements between States. The
Act provides that “it shall not be necessary to follow the procedure laid down
in Section 57 for the grant of countersignature of permits, where the permits
granted in any one State are required to be countersigned by the State Trans-
port Authority of another State or by the Regional Transport Authority con-
cerned as a result of any agreement arrived at between the States.” Under
Section 43(1) (iv), of the Act, a State Government, having regard, among
other considerations, to the desirability of coordinating road and rail trans-
port may, by notification, issue a direction to the State Transport Authority
for giving effect to any agreement entered into with any other State Govern-
ment. No such notification can be issued unless a draft of the proposed
directions is published in the official Gazette and objections or suggestions.
received in this connection are cousidered, after giving an opportunity to
be heard to the parties interested. The relevant provision, as at present
worded, is of a permissive nature. A few State Governments, such as,
Andhra Pradesh, Madras, and Mysore issue such directions and notify the
draft agreements, However, in a number of States no directions are issued
or notified by the State Government to the State Transport Authority con-
cerned, The consequence is that, under the present agreements, often the

railways do not obtain advance information about the permits countersigned
for inter-State routes common between two or more States and are unable
to represent their views in respect of such countersignatures.

20. Reciprocal agreements between States.—Several State Governments
have entered into reciprocal agreements with the neighbpuring States and
in a few cases, with non-adjoining States as well, in regard to inter-State
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operations of motor vehicles. The number of permits to be countersigned
for inter-State operations is fixed on a reciprocal basis by the State Govern-
ments concerned having regard, as far as possible, to the assessment of
demand and traffic potential and applications submitted by road transport
operators for running services. It cannot be said that any systematic proce~
dures for the assessment of traffic needs have yet been evolved. There are
many instances in which the Inter-State Transport Commission has not been
consulted before agreements have been reached between individual States.
Some reciprocal agreements, as between Orissa and Bihar, Madhya Pradesh
and Orissa and Madhya Pradesh and Gujarat, are subject to review at the
instance of either State after a specified period of fime, which may be six
months or a year. In some other cases, as in the agreements between
Gujarat and Rajasthan and Uttar Pradesh and Maharashtra, the number
of permits fixed under the agreements is reviewed when considered necessary
on both sides,

21. Reciprocal agreements generally cover all types of motor vehicles.
As regards stage carriages, the number of regular permits and, in some cases,
temporary permits also, is fixed between the States concerned for operation
on specified inter-State routes. The number of buses is fixed on the bass,
broadly, of parity of mileage lying within the territories of the two States.
In some cases, as in the agreement between Madras and Andhra Pradesh, the
number of buses to be introduced on inter-State routes is determined on the
basis of an equal share for each State.

22. In respect of public carriers, reciprocal agreements provide for a

fixed number of goods vehicles from each State plying on regular permits on
inter-State routes.

In the majority of cases, the number of temporary permits
to be issued is also fixed though, in some instances, the number of temporary
permits has not been defined. The movement of public carriers engaged in
inter-State operations is generally restricted. For instance, agreements en-
tered into by Andhra Pradesh with Orissa and Maharashtra provide for
countersignatures of permits' for not more than three specified routes con-
necting particular terminal points by the shortest routes, the maximum distance
to be covered on any route in either State being limited to 350 miles from
the border of the respective States. The agreement between Orissa and
Madhya Pradesh provides that the ares of operation of public carriers
operating on regular permits shall be the contiguous districts of the two States
in addition to which not more than two routes out of the agreed inter-State
routes are to be allowed. Out of 100 regular public carrier permits to be
issued by Orissa, 10 may be reserved for being issued from any point in
Orissa to Bhilai m Madhya Pradesh and, likewise, 10 permits may be issued
from any point in Madhya Pradesh to Rourkela.

Reciprocal agreements between States generally provide that public car-
riers shall not be used for picking up or dropping goods between any two
points lying within the respective jurisdictions of the States concerned. These
instances illustrate the kind of detail info which reciprocal agreements enter.
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In respect of private carriers also, reciprocal agreements as between
Andhra Pradesh and Maharashtra, Gujarat and Rajasthan and Madhya
Pradesh and Gujarat, indicate the numbers and restrict the movement to speci-
fied routes. In some instances, as between Orissa and Bihar, Rajasthan and
Uttar Pradesh, Andhra Pradesh and Orissa and Maharashtra and Madhya
Pradesh, the number of private carrier permits is not fixed and permits may
+be countersigned on the recommendation of the State Transport Authority of

either State.

23. Permits for long distances.—To meet the continning needs of long
distance traffic, the Government of India decided in 1963 that an adequate
number of regular permits should be issued for these routes, the actual
number being determined by the Imter-State Tramsport Commission, Ac-
cordingly, in October, 1963, the Inter-State Traosport Commission issued a
directive to the State Transport Authorities under powers conferred by
clause (c¢) of Section 63 A(2) of the Motor Vebicles Act for the issue of
a specified number of regular public carrier permits on inter-State routes.
The Commission also laid down conditions for the grant of regular public
carrier permits by State and Regicnal Transport Authorities for inter-State
routes exceeding 300 miles in length between two terminal points situated
in different States. Among the conditions proposed were that the owner or
undertaking receiving the permit should own at least five public carriers,
should maintain a proper schedule of rates and a time schedule and should
pick up or drop goods only at the two terminal points of the route, The
Commission’s directive concerning the issue of regular permits on loag dis-
tance inter-State routes could not come into effect on account of petitions filed
by operators before the High Court in Mysore and in the Punjab concera-
ing criteria for selection of applicanfs. In the judgement of the Mysore
High Court, in XK. Ramchandra Hegde versus Regional Transport Authority,
Bangalore and others, it has been held that the directive issued by the
Inter-State Transport Commission encroached on the quasi-judicial jurisdiction
which Regional and State Transport Authorities have under the Motor

Vehicles Act.

COMMENTS AND RECOMMENDATIONS

24. This brief description of the practices now in vogue for the regulation
of road transport suggests that far from there being a common approach for
the country as a whole or an adequate rationale, in several respects policies
and, even more, the manner of their implementation differ greatly from
State to State. Briefly, the conclusions which emerge from our study are

as follows :

(1) By and large, there is no restriction placed at present in any State
on the number of permits issued for motor vehicles. Operators who are able
to secure vehicles are also able to obtain permits, although the procedures
involved are often cumbersome and entail defays and frustration.
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(2) Distance restrictions for the grant of permits are observed in varying
degrees. In some States permits issued by the State Transport Authority
are valid for the State as a whole and no distance restrictions are insisted
upon for intra-State movements. In other States, distance restrictions are
overcome in practice through liberal grant of countersignatures of permits,
thus permitting inter-regional operations. In a few States, however, counter-
signature of permits for inter-regional operations is still beset with proce-
dural difficulties. Among States falling within the first group we may
mention Madhya Pradesh, Punjab, Mysore and Orissa; in the second, Andhra
Pradesh, Bihar, Gujarat, Kerala, Mabharashtra, Rajasthan and West Bengal;
and in the third, Uttar Pradesh. The limit of 150 miles (240 kilometres)
for radius of operation or of 300 miles (480 kilometres) for the total Iength
of the route, which the Ministry of Transport had recommended in 1950,
is scarcely observed in any State.

(3) In several States, a large number of temporary permits are being
issued. These fall broadly into the following categories : —

(a) temporary permits for newly acquired vehicles for a short period
pending grant of regular permits;

(b) temporary permits for inter-regional operations;

(¢) temporary permits for inter-State operations in the case of States
which have not been able 1o conclude reciprocal agreements;

(d) temporary permits provided for in reciprocal agreements bet-
ween State Governments for issue of permits for inter-State

routes, in addition to regular permits provided for in these
agreements; and

(e) temporary permits issued by arrangement between terminal
States for haulage on important long distance routes passing
through the territories of more than two States under which
motor vehicles pay taxes in each of the States concerned.

(4) Road transport operations on inter-State routes are at present being
regulated mainly under reciprocal agreements arrived at between that State
Governments concerned. These arrangements have been generally reached
directly between the States and are subsequently notified to the Inter-State
Transport Commission. The information given in the Anpnexure to this
Chapter showing numbers of permits issued for inter-State permits on the
basis of reciprocal agreements between States illustrates the extremely cam-
brous and unsatisfactory nature of the system as it has evolved. The Inter-
State Transport .Commission has recently asked State Governments to inti-
mate the agreements they propose to enter into before finalising them.

(5) The scheme of regulation embodied in the Motor Vehicles Act was
intended to secure the development of motor transport with due regard to
the desirability of (a) coordinating road and rail transport services, (b)
preventing the deterioration of the road transport system, and (c) preventing
uneconomic competition within the road transport industry. In practice,
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the aims of regulation have been interpreted in a limited sense, the main
<consideration being to prevent undue competition within the road transport
industry inter se, and the question of coordinating road and rail transport or
of matching road development and road transport development has not re-
ceived sufficient attention. The principal means adopted have been the
imposition of restrictions (a) on the number of motor vehicles permitted to
operate in any region or route and (b) on the distance over which vehicles
might operate.

(6) There is imperative need to simplify and introduce greater uniformity
in the existing approach to procedures for regulation of road transport and
10 bring these into conformity with the changing and growing transport
fequirements of an ecopomy developing in a planned manner.

25. In our discussion on the working of the existing scheme of regulation,
we have explained at length the drawbacks from which the system suffers.
There is no doubt that the requirements of the future differ greatly in scale
and composition from those in the past and that the present system of
regulation calls for large changes. There are three issues to be considered.
The first is whether, without some measure of regulation of operations, it will
be possible to evolve and put into effect a common scheme of allocation of
traffic or a development plan for transport, which provides for various modes
of transport as a composite network serving the needs of the economy, as
assessed on the basis of careful technical and economic studies and investiga-
tions into costs and benefits. The second consideration is whether, without
some measure of regulated and planned development of road tramsport, as
of other forms of transport, there may not be a degree of misallocation of
scarce resources, including materials, foreign exchange and long-term credit.
1f the objective is to achieve a considerable measure of coordination between
different transport services at the regional level, both in planning and in
operation, will it be possible to achieve this without some form of regulation ?
In the third place, we have to consider whether certain priorities for the
.development of road transport can be realised without regulation. A vast
increase in road transport services is called for, for instance, for integrating
the large rural sector of the economy with the country’s urban and industrial
economy, for opening up isolated and under-developed regions and for
providing cheap and efficient mass transport in the towns. For several
years to come, there will be limitations on the supply of vehicles. Special
steps will be needed to ensure that the transport requirements of under-
developed and backward regions in the country and of rural areas generally
are adequately met. From these several considerations, the conclusion
which emerges is that regulation of road transport, conceived as a tool of
planned and coordinated development, rather than as a restrictive device,
has a functional role in the development of road transport io keeping with
the growing needs of the economy and as an integral part of the total
transport system of the country. The more detailed proposals which
follow are formulated within the framework of this broad objective,
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26. Regulation of passenger transport.~——Since passenger transport ser-
vices have to be operated in accordance with pre~determined schedules,
licences to individual operators have to be issued in relation to specified
rootes. There are two recommendations which we wish to make for the
future development of passenger services. First, in the past, road and
road transport development have tended to be considered separately rather
than as related aspects of a scheme of development for an area or region
as a whole. Although passenger services have to be licensed fof specified
routes, 2 rogional approach has value in as much as it stresses the require-~
ments of the local economy, helps adapt the forms of investment to the needs
a3 established, ensures closer coordination with railway services and provides
a continuing test of progress in reaching into the interior, The second re-
commendation that we wish to make is that special steps should be taken
to encourage the rapid growth of passenger road transport in the more
backward districts and regions. This object has to be achieved by accelerat-
ing road development in these regions and eliminating the large deficiencies
in the road system which now exist, There would be need also for conces-

sional terms such as charging lower rates of taxes for road transport services
in these regions.

In the main, passenger services operate within the territories of individual
States. Permits for passenger services between connecting points situated
in different States should in future be issued under the authority of the
Inter-State Transport Commission, which must no doubt act in consultatior
with the States concerned. In the scheme of regulation which we envisage,
the system of reciprocal agreements between different States for determining
the numbers of permits to be issued will be given up.

an assurance of a fair deal to operators and should, therefore, be continued.

. 27. Regulation of goods transport.—1In the light of the analysis of the
existing system of regulation of road transport pr. i

s only on considerations of administrative
convenlence, as at present, but even more on economic considerations which
!ak:e'mto account the natural flows of traffic. While the present system of
mviting and hearing objections before granting fresh permits should be con-
unue:d, the procedure by which the Regional Transport Authorities are
requlfed.to function, involving frequently a system of countersignature of
Permits is cumbrous, leads to vexatious delays and needs to be changed.

from Ehese two pro?ositions follows a third, namely, that in the States, the
t;:cus In the regulation of road transport should shift from the region and
e Regional Transport Authority to the State and its economic needs and
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}o thc State Trgnsport Authority which shouid function as an organ assist-
mlg in formulating and implementing the State’s economic development
plan.

The amendments which were introduced in the Motor Vehicles Act in
1956 brought into the legislation, although tardily, the notion of inter-State
road transport and also created a new authority at the national level in the
shape of the Inter-State Transport Commission. In any system of regula-
tiont of road transport modified to meet present needs, inter-State movement
of goods by road, which must be in the main long-distance movement, will
call for special attention and study in the scheme of allocation of traffic,
It will also require adequate machinery for implementation. This is the
fourth proposition that we should advance at this stege. Fmally, within the
scheme of road transport regulation, it would be necessary to treat the pro-
blems of rapid development of transport in large under-developed regicns
and in metropolitan cities as special problems calling for somewhat wider
planning and for provision of adequate resources for development. In
making specific proposals, it 15 necessary to bear in mind that the details of
regulation should be in line with the objective of provid.ng cheap, efficient
and expanding transport facilities and of obtaining the utmost value from
all available modes of transport.

28. Inter-State movement.—We have referred already at some length to
the part played by reciprocal agreements between States for issue of inter-
State permits for the operation of road transport services. In our view, a
systerma under which States have to negotiate and bargain with one another
to determine the number of permits which each may issue to its own operators
is bad in principle and proves even worse in practice. 1t allows [ittle scope
for a well-considered assessment of the transport needs to be met or of
the part which different services should play in meeting them or of the costs
involved, both for the road tramsport industry and for the economy as a
whole. Considerations such as rail-road coordination are often ignored. If
there are States intervemng between those entering into a reciprocal agree-
ment, the system lends itself readily to numerous restrictions, tax levies
and imposts and affords opportunity for abuse. In our view, thereiore,
such reciprocal agreements between States shouid no longer be the principal
means for inter-State operation. Their place should be taken by a system
of inter-State permits issued under the authority of the Inter-State Transport
Commission which, in the interest of precision, could be redesignated as
the Inter-State Road Transport Commission. This body, working in close
collaboration with State Transport Authorities and the Railways, should
assess at intervals of two to three years the requirement of long-distance and
inter-State road transport and should determine the volume of transport and
the number of vehicles which should be made available and the broad terms
on which the services should be provided. The requirements should be
arrived at on the basis of careful technical and economic studies, with pro-
gressively greater knowledge of relative costs, keeping in view the needs
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of coordination between different services and the relative contribution due
from each. The proposals should be always conceived with reference to a
total plan of development. Having decided upon the quantum of road
transport to be provided over a given period on any long-distance or inter-
State route, the permits could be issued by the State Transport Authorities
on behalf of the Inter-State Transport Commission. To what extent each
State should be able to issue permits to applicants from among its own
operators could be determined on some agreed principle of equity such as
route mileage, volume of traffic originating etc. If the requisite number of
operators are not forthcoming in a State at one stage, either the permits
could be issued when suitable applicants are available or, for the time being,
applicants from outside the State could be attracted. For all inter-State
permits, as proposed in a later chapter, there would be uniform rules for
motor taxation. There would be no question of seeking special authority
to pass through the territory of any State lying en route or of obtaining
countersignatures. To distinguish vehicles operating on inter-State routes
under permits issued on the authority of the Inter-State Transport Commis-
sion, it would be useful to. prescribe a common colour to be adopted

throughout the country, Action on this aspect has already been initiated
by the Inter-State Transport Commission.

29. Earlier in this Chapter we have described the functions of the Inter-
State Transport Commission. For implementing the recommendations telat-
ing to inter-State movement by road, it is essential that the Commission

should be considerably strengthened. It should have a full-time Chairman of
high status preferably drawn from public life. The complete range of powers
contemplated for the Commission under Section 63A(2) of the Motor
Vehicles Act, including the power to grant, revoke or suspend permits for
the operation of transport vehicles on inter-State routes, should be given
1o the Commission and its existing powers should be utilised effectively. In
s present mode of functioning the Inter-State Transport Commission is
unable to fulfil the role assigned to it under the Motor Vehicles Act. In
m the Cgmmission should be equipped with machinery to elicit in forma-
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assessment forms an integral part of the scheme of transport planning for
the future as envisaged by us and has the advantage of furnishing a sound
basis for the aflocation of traffic and development of transport, Naturally,
since in the past assessments of this nature have not been made and the
functions of State Transport Authorities have been almost wholly adminis-
trative or regulatory without real opportunity to formulate guiding princi-
ples, these organisations will need to be equipped with appropriate personnel.

31. As a general rule, we visualise that permits for intra-State operations
will be valid for the State as a whole. However, there appear to us to be a
few large regions in the country which are markedly under-developed in
terms of transport facilities. In these it would be desirable to formulate
integrated regional trapsport plans within the framework of the transport
pian of the Staté as a whole. The regions we have in view are the Telan-
gana districts in Andhra Pradesh, North Bihar, Chhatisgarh Division and
the eastern districts in Madhya Pradesh, Vidarbha and Marathwada in
Maharashtra, the coastal and hill districts of Mysore, Uttarakhand and
eastern districts in U.P. In these regions particular stress should be laid
on accelerated development of the road network. State Governments should
also consider whether facilities for procuring vehicles and some measures
of concessions in taxes levied on motor vehicles could not also be usefully
given in respect of permits for operation within the region as distinguished
from operation over the State as a whole. If such concessions were avail-
able for a period of, say, upto 5 years, levels of development in transport
in these regions should come up to the general level in the State more
speedily than might otherwise be possible.

32. Temporary permits.~In view of the proposed scheme for tho issue
of permits, both for intra-State and inter-State operations of public carriers,
we expect that the scope for temporary permits will diminish considerably.
Basically, temporary permits should be issued for special temporary purposcs.
to meet nnexpected requircments. The same authority whuch issues regular
permits should also be the one which issues temporary permits as and when
pneeded. Under our recommendations, temporary permits will become an
exception, to be resorted to only for meeting special and short-term needs,
as was in fact envisaged in Section 62 of the Motor Vehicles Act. Resort
to issue of temporary permits pending decision on an application for the
renewal of a permit, though atlowed under the law, should be comparatively

rare.

33, In putting forward these
State permits and intra-State permi

proposals for two seis of permits—inter-
ts—we have in view the approach of plan-
ned and coordinated development of all modes of transport. The principal

consideration is how every part of the country may be heiped to obtain as

fully and as speedily as possible the communications and the transport ser-
vices needed for its overall economic development. In this task all modes

of transport have a vital role, each by itself as well as in support of the others.
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Where the entire economy is in the process of growth and large areas are
still but scantily served, the area of conflict! between different modes of trans.
port is by no means considerable. Even such conilict as there may be cax
be practically eliminated by a system of planning based on careful assessment
of needs and costs and recognition of common interest and on active coopere-
tion at each stage between those responsible for different media at the
regional, State and national levels. We feel confident that, properly implemen-
ted, the changes in the existing system of regulation of road transport and
the consequential proposals for coordination between rail and road transport
which we outline in this and other chapters will be of material value in
enabling the trapsport sector as a whole and each of the services comprised
1 it to provide the necessary support and stimulus to plans for economic
development at the national, State and regional levels.

FARES AND FREIGHT RATES

34. Under Section 43 (1) (1) of the Motor Vehicles Act, 1939 (as amend-
ed in 1956), the State Government can issne directions to the State Transport
Authority, “regarding the fixing of fares and freights for stage carriages,
comtract carriages and public carriers”. The current practice in this respect
varies in different States and, in some cases, between regions in the same
State. In 2 number of States maximum freight rates are fixed, as in Biher,
Pumjab, Rajasthan, Kerala and the Bhopal and Mahakoshal regioas of
Madhya Pradesh. In Orissa, general freight rates are fixed by Regional
Tramsport Authonties within their respective jurisdictions irrespective of the
nature of the commodities carried, and the rates vary from region to region.
In West Bengal freight rates are not fixed.

35. In respect of passenger fares, a somewhat greater measure of regula-
tion has been attempted and the practice varies at one end from West Bengal,
where fares are not regulated, to Punjab and Mysore and the hilly areas of
Uttar Pradesh, where both maximum and minimum fares are fixed. Only
the maximum fares are prescribed in Apdhra Pradesh, Rajasthan, Maha~
rashtra, Gujarat, Bibar, Kerala, Madras and the greater part of Uttar Pra-
desh.  In Orissa, the State Government fixes the fares charged by State
operated services, leaving it to Regional Transport Authoritiss to prescribe
fzres for private operators. In Madhya Pradesh, maximum fares are pres-
cribed for State-operated services in the Madhya Bharat and Mahakoshal
regions, Maximum fares are fixed for privately operated services in the
Madhya Bharat and Bhopal regions, but in Mahakoshal minimum fares are

also prescribed. In the Rewa and Sironj areas there is no regulation of pas-
senger fares at all.

1. Australian Transport Advisory Council, Report of i ‘Tran
Economic Research Relating te Road ang Rail o Py mittee of i

Hle?) il Transport— o Cost
Coordinating Summary-~February, 1958, page 52: e oy I~ Railways 5 and

: ““It is reiterated that this problem of
dividing up_traffic relates only to a comparatively small proportion of t:m fretght
movement. The Commattee estimates that not more than 15 % to 22% of the total would
-comaprise traffic for which road and rail transport are really competitive,”
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36. For inter-State passenger services, the common practice is to pro-
vide in reciprocal agreements entered into by States for charging at rates
.obtaining in the States concerned in respect of distances falling within their
respective territories.

37. The existing legislation gives such powers as are needed to ensure
that freights and fares are regulated in the public interest, In respect of
passenger services it is ordinarily sufficient to prescribe maximum fares,
having regard to the physical terrain and volume of traffic in different regions.
In regard to freight rates, ordinarily it might be sufficient to prescribe maxi-
mum rates. 'In certain situations, however, the objective of road-rail coordi-
nation could be served more effectively if minimum rates were also laid
down. The legislation should clearly empower the State Transpor¢ Authority
to fix both maximum and minimum as well as specific fares and freights as
might be necessary. The main problem in respect of fares and freights, spe-
cially the latter, concerns the means by which the prescribed rates can be
enforced. It is mecessary to ensure that in each State a sufficient number of
goods vehicles should be licensed to prevent scarcity. A satisfactory solu-
tion to the problem of enforcement of freight rates in particular cannot be
found without establishment, on a State and regional basis, of Road Trans-
port Associations which are capable of performing a responsible role in
advising on freight rates and in giving effect to rates fixed by State Trans-
port Authorities.

REORGANIZATION OF THE ROAD TRANSPORT INDUSTRY IN THE
PRIVATE SECTOR

38. The growth of road transport services and the dimeasions of the
tasks to be carried out in the coming years call for a measure of reorganisa-
tion of the private industry engaged in road transport. At the end of the
Third Plan, there will be some 360,000 commercial vehicles on the road
and the number is likely to increase to 680,000 by the end of the Fourth
Plan. To secure this measure of expansion as well as to obtain higher
standards of efficiency in the services rendered, it is essential that a steadily
increasitg proportion of the industry should take the form of viable and
well-organised units. It is not intended to suggest that there should be
large private units owned by individuals or that joint stock companies should
be allowed to expand at the expense of small units. Reorganisation of the
road iransport industry has to be considered in three main directions. First-
ly, small operators should be helped to join together to form viable units.
For practical purposes, a fleet of 10 or more vehicles may be held to consti-
tute a viable unit. To encourage operators to merge into viable units capable
of rendering efficient service, certain concessions and facilities could be offer-
ed. For instance, in the issue of permits for long-distance services, scheduled
services and for the less developed regions, preference could be given to
viable units and to cooperative undertakings fulfilling the conditions of
viability. Secondly, as suggested later, cooperative transport undertakings
should be actively promoted as a matter of public policy. Thirdly, it is
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essential to provide in the legislation for the formation. at thrf State .and
regional level of associations of transport operators with specﬂ?c functions
and responsibilities. Such associations could undertake to provxde‘ common
facilities for booking and forwarding of goods, workshops for repairing and
servicing of their vehicles and purchase and supply of spare parts and_ acces-
sories and other requisites, and could assist in the settlement of claims for
motor vehicles and other taxes, insurance etc. They could also provide legal
assistance for settling claims and liabilities involving their vehicles, arrange
for cooperative insurance schemes and for recruitment and training and
terms of service for drivers, mechanics and other personnel. To work out
suggestions on these lines and evolve specific schemes to facilities the forma-
tion of representative road transport associations the Ministry of Transport
have recently constituted a special study group.

39. A major source of weakness on the part of the road transport indus-
try and of the position of vulnerability in which the vast majority of small
operators are placed lies in the sphere of finance. By and large, operators
depend on private financiers for credit faciliies for purchase of vehicles.
Many financiers lend on extortionate terms so as to cover uncalculated
risks, including possible malpractices on the part of operators. A number
of abuses have crept into this system for want of standard terms of agree-
ment between lenders and borrowers. In the arrangements which are often
in force at present, certain sanctions are built in, which militate against the
development of a sound transport industry and affect adversely the interests
of small operators. The total volume of finance available to the industry
is quite meagre and, in relation to future needs, must be considered utterly
inadequate. Amendments undertaken in 1962 in the State Finance Corpora-~
tions Act, 1951, to permit these Corporations to lend guarantee loans to
the road transport industry have so far brought little help to operators. Unless
banks and other financial institutions come forward to provide financing
and refinancing facilities In a big way, it will not be possible to secure the
development of the road tramsport indestry aleng sound and efficient lines,
or to realise the measure of development envisaged for the Fourth Five Year
Plan. In our view this is a problem of such critical importance and dimen-
sions as to demand the special attention of the Ministries of Finance and
Transport and of the Reserve Bank of India and the State Bank of India.
We are, therefore, glad to note that the Ministry of Transport have recently
set up a study group with 2 view to examininig the problem of financing the
road transport industry. The group is expected to survey the existing arrange-
ments for advancing money to road transport operators for purchase of motor
vehicles and the difficulties experienced by them in fulfilling the conditions
under which advances are made and assess the extent to which the existing
financing agencies are likely to satisfy the requirements of the transport

Operators in the next 10 or 15 years. The group will also examine the exist-

’ in_g arrangements for providing financial assistance to other organised indus-
tries in the country.
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ScoPE OF THE PUBLIC SECTOR IN ROAD TRANSPORT

40- Road transport was placed in the second schedule of the Industrial
Policy Resolution, 1956, because it was recognised that in the growth of

this industry both the private and the public sectors had a significant contri-
bution to offer. The primary unit of investment in the road transport indus-
try is small and the service offered has an element of personal attention which
gains from flexibility of organisation and coavenience of delivery. There-
fore, provided (a) financing arrangements are satisfactory, (b) road transport
associations undertake a responsible role in the due observance of standards
of service and freight and fare structures, and (c¢) a reasonable measure or
coordination between road and rail transport a securcd, private operators
can undertake a considerable part of the development consistently with the
overall interest of the community. This is specially the case with the move-
ment of goods by road. In considering various problems of transport policy,
our Committee is called upon to identify the nature of the tasks to be under-
taken by the road transport industry in relation to passenger transport and
goods transport and to suggest the role which private operators and under-
takings and public and cooperative undertakings should be enabled to play
in the future, keeping in view the direction of public policy embodied in
the Industrial Policy Resolution,

41. As stated earlier, at the end of the Second Plan, about 31 per cent
of commercial vehicles employed in passenger transport were operated by
State and Municipal undertakings. The proportion at the end of the Third
Plan is expected to increase to 33 per cent and, on present estimates, to 40
per cent at the end of the Fourth Plan. In a few States a considerable part
of the system is publicly operated. For instance, the proportion is aboui
‘90 per cent in Gujarat, 98 per cent in Western Maharashtra and 50 per cent
in Uttar Pradesh. There has been so far no formal statement of policy that
passenger transport should eventually be developed entirely through State
owned, municipal and cooperative undertakings. However, in varying
degrees, most State Governments have moved in the direction of public
participation in passenger transport and have on the whole succeeded in
providing more efficient and wider services than were otherwise available.
But for difficulties in providing the resources needed and procedural com-
plexities under the existing legislation and rules, the advance towards public
participation could have been greater.

42, With the growth of towns and cities and more rapid development in
the countryside, passenger transport services constitute a business completely
free from risk, highly profitable as an investment and essentially a public
utility suitable for operation on a public and semi-public basis. Therefore,
there are valid economic grounds in favour of State Governments proceed-
ing towards enlargement of their own share and the share of municipal
and cooperative undertakings in passenger transport. We are in favour of
‘State Government giving a due place in their Five Year Plans to the develop-
ment of passenger transport in the State, municipal and cooperative sectors,
each State determining the extent of advance in any given period according

1 PC/66—8
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to its assessment of development needs in different regions, specially those
still inadequately developed, and the resources it can make available. To a

large extent, such development can and should be self-financing, the profits

and reserves of existing undertakings being ploughed back into the industry.

From this aspect, we attach very great importance to the question of forms

of management of road transport undertakings owned and operated by State

Governments. This is the crucial factor in the rapid development of road’
transport as a public enterprise and it would be an error to consider the

expansion of Government’s role and the form of organisation as separate
and unrelated issues.

43. As distinguished from passenger transport, goods transport has been
confined almost entirely in the private sector and has, in fact, remained as a
more or less unorganised industry to whose development detailed thought has
yet to be given. In Himachal Pradesh, goods transport is undertaken by a
Government undertaking. For short periods State services for transport of
goods have been operated in Maharashtra and Mysore. Since November
1962 a Central road transport organisation has operated goods services to
Assam and the northern parts of West Bengal. This organisation has now
been constituted into a company with an authorised capital of Rs. 2 crores,
and its vehicles ply to some extent between Gauhati and Calcutta and on a
larger scale in the Siliguri-Gauhati area. In some States, nationalised pas-

senger services also carry goods on a limited scale as unaccompanied parcels.
These are the only instances at present of public participation in soods
transport.

44. The main explanation for the small advance made by State Govern-
ments and the Centre so far in the field of goods transport is that the

problems presented by road transport in terms of the scale of development

called for, the requirements of the more backward regions, coordination in

relation to rail transport and other services and the question of finance of
operators have not received sufficient consideration. These are some of the
basic issues in transport policy at the national level. It has been apperent for
several years that the Motor Vehicles Act, even as amended in 1956, has
done little more than prevent uneconomic competition within the road
transport industry. In any event, in view of the limited supply of vehicles,
the scope for such uneconomic competition so far was not considerable. The
existing legislation has failed to secure the development of the industry
along sound and efficient lines, or achieve proper coordination between rail
and road transport, or cater adequately to the needs of the less developed
regions. Instead, it has provided the basis for a restrictive and unintegrated
approach to the development of road transport. In retrospect, it seems to
us to have been a weakness that at successive stages, the problem has not
been viewed comprehensively in relation to the tasks to be carried out and
how best they could be accomplished. Thus, towards the end of the First
Plan the Central Government proposed to States that, until the end of the
Second Plan, nationalisation of goods transport services should not be under-
taken. In 1958, the Central Government again recommended that during:
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the period of the Third Plan the policy of nationalisation need not be ex-
tended to goods transport. However, in the Report on the Third Plan, in
view of the likely pressure on transport, specially on the railways, the possi-
bility of extending the activities of the public sector in the field of goods
transport by road was envisaged in the following terms :

“In view of the great pressure on railway transport and the need
for coordinated development of various forms of transport in
the course of the Third Plan, it may be necessary for the public
sector to extend its activities in the field of transport of goods
by road. A number of questions, such as the forms of organi-
sation and the scope of the programme, will be considered
further in the light of the recommendations of the Committee
on Transport Policy and Coordination and in consultation with
the State Governments.”

45. As a Committee, we have endeavoured to consider the subject afresh
and in relation to certain objective facts.

Firstly, according to the tentative estimates for the Fourth Plan, goods
traffic is likely to increase over the five years 1965-66 to 1970-71 by about
70 per cent, from 40 to 68 billion tonne kilometres and the production of
vehicles to rise from 40,000 to 100,000. 1t is hoped that the private sector
will be able to undertake a large part of this development, but it may well
be necessary to supplement this effort. Private operators, many of whom
are persons of small means and inadequately equipped, will need financial
resources on an enormous scale, and it is at best uncertain if these will
become available except over a period of sustained effort and organisation.

Secondly, in several States, there are substantial regions in which deve-
lopment has lagged behind and in whose future growth road transport can
make an important contribution. It is precisely in these areas that private
industry does not always move in readily; for the services take time to
build up and much preliminary effort is needed. The question arises whether,
even after allowing such encouragement and concessions to existing and
potential private operators as may be feasible, there may not be further need
in certain situations for promoting State and cooperative enterprise.

Thirdly, the economy of the region comprising Assam and the neighbour-
ing territories and of Jammu and Kashmir is affected adversely by high costs
of transport as well as by inadequacy of transport. In these regions, among
others, experience has demonstrated conclusively enough that private
services are more likely to be developed and maintained on a reasonable
scale if, at the same time, there is a significant area of public activity, such
as will continue uninterrupted even under difficult circumstances.

Fourthly, public undertakings, besides filling important gaps in the net-
work of services needed in a complex and growing economy which is yet
lacking in balance in many ways, could help speed the reorganisation of the

road transport industry along sound and economic lines. They could set
standards of performance, which could be applied progressively to the
industry as a whole, for instance, in the matter of services to be provided,
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freights and fares, use of booking agencies and maintenance of schedules.
In particular, it is necessary to establish a pattern of work in the road
transport industry which provides fair opportunity to small operators,
encourages them to come into viable units and helps to link up their opera-
tions more closely with those of the larger undertakings, thus assuring them
steady and continuous business and reducing both their risks and their,
costs. In this direction also public undertakings could set the pace and
induce other large operators to Jjoin in schemes of value to the industry
as a whole.

Fumally, we come to perhaps the most conclusive element in the situation.
We have referred at length in earlier chapters to the nature of the problem
of road-rail coordination, specially over long distance operations, Proposals
for allocation of traffic, having due regard to social costs and benefits, are
likely to remam largely on paper, unless appropriate instruments are devised
for giving effect to them, both directly and through influence exerted
indirectly on other agencies. From this aspect, we consider that the active
participation of the railways in long distance goods transport by road is a
necessary step in the interest of overall transport development and the
economic use of resources. Such participation can be facilitated by estab-
lismng public corporations to share in the growth of road transport.

The problem of coordination will arise on a larger scale than at present
if our proposals for liberalising the existing system of road transport regu-
lation are accepted and inter-State and intra-State permits are introduced.
We hope that at the State level the question of road-rail coordination and the
need for expansion, of road transport services will be seen as connected
developments and in a much broader perspective than in the past. From
this aspect we envisage that, as their resources permit, State Governments
may be in a position to make a beginning in the operation of goods transport
services, associating the Railways as parters in this activity. They may
do 8o, as a first step, by extending the scope of existing State road transport
undertakings and, where necessary, by setting up new corporate undertakings.
We visualise such public participation in goods transport, not as a schems
of nationalisation, to be put through now or in the future, but as an attempt

to forge a necessary means for the strengthening of the road transport
industry es a whole and achicving coordination between different forms of
transport in the interest of the national cconomy. How far this effort may
proceed will depend on the economic results achieved and the efficiency with
which the services are operated. We appreciate of course that in the early
years of the Fourth Plan, because of the many claims on resources which
hgve to be met, the advance in most States in the direction of public parti-
clpation in goods transport is not likely to be on any significant scale.
Nevertheless, it is desirable to stress the general approach.

_ The case for coordination between road and rail transport on long
distance inter-State routes stands on a special footing. Here we are faced
with a difficult problem which, in the absence of an agreed and forward-
logkmg approach on the part of ali concerned, may in future become a
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cause of wrong policies, not only in the States, but also at the national
level. We consider that it is necessary to promote some measure of public
participation in long distance goods transport as a way of bringing the
Central and State Governments and the Railways as partuers in an effort
to achieve such coordination between road and rail tramsport as will help
expand road transport, reduce the existing restrictions, bring about cheaper
and move efficient transport, induce suitable adjustments in railway rating
policies and promote a coordinated and planned approach to the develop-
ment of fransport services. From this aspect, we recommend the formation
of a corporation to operate long distance goods transport services on selected
inter-State routes, in which the Central Government through the Ministry
of Transport, the Railway Board and the States concerned may provide
capital in suitable proportions, for instance, in the ratio of 30, 30 and 40
respectively. Provided it begins on sound lines and proceeds step by step,
such a corporation will be of the greatest value to the Inter-State Road
Transport Commission in the regulation and expansion of inter-State services.
The pace of expansion can be determined by circumstances and needs as
these develop. We visualise the corporation working in close cooperation
with undertakings sponsored by the States and with associations of road
transport operators and, in particular, giving special support to small
operators.

In making these recommendations in favour of public participation in
goods transport by road, we wish to refer once again to the important role
assigned to private operators and to the need to give to them such financial
and other assistance as will enable them to expand their activities on the
scale foreshadowed in the Fourth Plan. In our recommendations we are
guided by the overall needs of national and regional economic developmeat
and of coeordinated development of road and rail transport and have avoided
thinking in terms of rigid demarcation of activity or conflict of interest
between the public and private sector. In the light of these observations it
is our hope that our proposals may become the basis of constructive action
and consideration by the Central and State Governments, by the Railways
and by private operators.

46. It is already Government’s policy to encourage the forfnation of
cooperative transport organisations. These could be of value in several
fields, notably, in the transport of agricultural produce, for instance, in
association with food trading organisations set vp by the Central and State
Governments and in association with cooperative and other processing
industries. In hilly regions and other areas where existing road transport
services are inadequate, road transport should be developed along coopera-
tive lines with the support and participation %f Govfemmcnt land chen
permitted to develop for a jod largely on the basis of monopoly. Simi-
larly, for carryingopfruits anp:nvegetables, milk, fish and perishab!e goods,
cooperative transport undertakings could supplement other services and,

where necessary, could be given the bulk of the business. It.ls of course
important that cooperative organisations should be both genuine and well
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managed, and every care must be taken to see that the suppert and con-
cessions which it is necessary to give to cooperatives are not misused.

MANAGEMENT OF STATE TRANSPORT SERVICES

47. As we have suggested already, the contribution which the public
sector can make to the growth of a healthy and progressive road transport
industry turns out a little on the forms and efficiency of management which*
it is able to provide. There is at present no uniform practice in regard to
the management of the State Road Transport Undertakings. Some of them
are managed through Corporations set up under the Road Transport Cor-
porations Act, 1950, while, in certain other States, they are being run
departmentally,. In Orissa, in one region nationalised services are managed
through a joint stock company in which the railways also participate. In
the larger cities road transport services are commonly run by Municipal
Corporations.

With the gradual expansion of passenger road transport services in the
public sector, the question of the form of management of the nationalised
undertakings has drawn repeated comments. In its Preliminary Report,
the Committee studied this question in some detail and recommended that
Corporations should be constituted by State Governments and that the
Railways should be enabled to participate in the share capital. 'The most
important consideration which weighed with the Committee in making this
recommendation was that as a form of management corporation would faci-
litate coordination through mutual agreement between State Road Transport
Undertakings on the one hand and the Railways on the other, In the view
of the Committee, experience of the working of Corporations, with which
the Railways had been associated, had demonstrated this proposition.

48. We adhere to the conclusion reached in the Preliminary Report and
consider that, in addition to bringing about greater coordination in services,
Corporations are essential for mobilising the internal resources needed for
the continuous expansion of road transport undertakings and for measuring
and eoforcing standards of efficient management. Corporations would have
much greater autonomy in the management and operation of commercial
services, in the use of internal resources and in mobilising resources for
future development than obtains in the case of departmental undertakings.

The Road Transpost Corporations Act, 1950, under which Corporations
are set up, provides considerable scope for Corporations to function on
commercial lines and enables them to take and implement decisions speedily
without being tied down by rigid procedures. State Governments some-
times take the view that inasmuch as departmental undertakings are not
liable to income tax and corporation tax, which accrue mainly to the Central
Government, this form of organisation is more profitable to them. If this
argument was to be considered really valid, all enterprises established by
States should be organised departmentally and no State Government should
sct up a corporate body to operate on its behalf. Road transport under-
takings should be thought of as an important ingredient in that part of the
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public sector activities in which State Governments have the largest share,
As such, precedence should be given to sound and economic management,
attainment of the highest standards of efficiency and continuity of growth
and expansion from within rather than to the short term consideration of
enlarging receipts through not having to pay such Central taxes as are borne
by all enterprises, public or private, under the appropriate legislation.
Clearly, the issue should be looked upon in a broader frame of reference
than has been done in some States in recent years.

49. We are glad to note that these arguments are being increasingly
appreciated by State Governments. States which have already set up cor-
porations are: (1) Andhra Pradesh, (2) Bibar, (3) Gujarat, (4) Kerala,

_{5) Madhya Pradesh, (6) Maharashtra, (7) Mysore, (8) Punjab (for erst-
while PEPSU area), (9) Rajasthan, (10) West Bengal (except the Durgapur
city service), and (11) Himachal Pradesh (Mandi-Kulu Road Transport
Corporation). The Government of Orissa also propose to constitute a
Corporation in the near future. Governments of four States—Assam,
Madras, Punjab (for regions other than the former PEPSU. area) and Uttar
Pradesh have yet to coastitute corporations, It is our hope that these States
will agree to re-examine their earlier views, specially in the context of future
development and expansion of goods transport services as recommended
by us. This would facilitate planned and coordinated development of road
transport in which both public and private operators and the Railways have
a valuable part to play.

50. A useful recent development is the formation of the Association of
State Road Transport Undertakings. The Association has the following
aims and objects :

(i) to undertake and promote research studies in transport econo-
mics and engimeering etc., affecting the transport industry;

(ii) to secure and provide a technical consultancy service for the
benefit of the State Transport Undertakings;

(iii) to render common service to the members of the Association
and to assist them in such matters as standardisation of equip-
ment, purchase of materials at economic prices, promotion of
efficiency of road transport services and reduction in the opera-
tional costs;

(iv) to provide facilities for imstruction, trai_ning and research for
the persons employed in these undertakings;

(v) to encourage the adoption of modern tools of scientific manage-
ment like work-study, budgetary control etc.;

(vi) to publish bulletins, notices, journal for the dlsscmmalwn of
useful information and to arrange seminars, inter-unit visits etc.

The work of the Association should help in bringing about uniformity
of practices and better tests of efficiency among State and municipal trans-
port undertakings and promote schemes for strengthening the economy of
small operators and achieving greater coordination with the services offered

by the Zonal Railways.



ANNEXURE

Statement showing the number of regular and temporary inter-State gublic and private
carrier permits agreed to be issued by the various States according to the terms
of reciprocal agreements as in July, 1965

Serial number of permits
ighbouring states
number state neigh g 3 ar tomporary  private
permits pormits carriprs |
1 2 3 4 5 6 v
1 Andhra Pradesh . Delhi . . . 25 20 no lmkt ]
specified
Madhya Pradesh . . 73 100 -
Maharashtra . . 300 100 30
Mysore . . . 600 no limit 75
¥ specifisd ..
= Orissa 200 50 no mit
specifios
Punjab . . . - 20 3
Uttar Pradesh . . - 20
West Bengal - 10 -
. Madras . 2000 - -
2 Assam . . Manipur, Tripura . 70 30 -
Nagaland . 320 15 -
West Beagal 60 50 no limit1]
specified
3 Bihar . . Delhf . . 10 3 ..
Madhya Pradesh . . 50 100 -
Maharashtra . . 25 50 o
Orissa . . . 4] 28 no limit
specified
Punjab . 23 30 10
Uttar Pradesh . 30 no h;ineﬁ m
speci 8
West Bengal . N 630 no limit e
spocified
4 Dethi . . Andhra Pradesh . . 23 20 no limit
Bihar . . . 10 3 -
Gujarat . . - 10 -
Gos . 6 2 2
Jammu & Kashmir . 10 365+ -
Madhya Pradesh . . 73 no limit -
8|
Maharashtra » . 100 75 20
Mysore . . . 10 20 5
Punjab . . N 500 -
Rajasthan . . 322 no Xumt -
Uttat Pradesh . . 60% : .. .
West Bengal . . b 50 -

* Bor year; each permit for single trip,
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2 3

1

5 QGujarat . . Delhi . .
Madhya Pradesh .
Mabharashtra .

Rajasthan .

6 Gosa . . Gujarat . .
Maharashtra .
Mysore . R

7 Himachal Pradesh Punjab

8 Jammu & Kashmir Delhi .
Punjab .

9 Kerala . . Mysore .
Madras .

10 Madhya Pradesh  Andhra Pradesh .

Bihar

Delhi
Gujarat
Maharashtra
Orissa
Punjab
Rajasthan

Uttar Pradesh .
West Bengal

11 Maharashtra . Andhra Pradesh
Bihar
Delhi
Gujarat . .
Goa . .
Madhya Pradesh .
Mysore .
Punjab
Rajasthan .
Uttar Pradesh
West Bengal

12 Manipur & Assam .
Tripura . Nagaland .

13 Mysore . . Andhra Pradesh
Deolhi

Goa . .
Kerala . '

Maharashtra

Punjab . .

Madras

130

restriction

10
100

1100

10
100

100

250
250

365+
35

25

100
100
no limit
speci
100
400
50

150
no Limit
specified
300
20

100
50
75

200
60

400

300

100
25

100
25

30

no limit
specified
20
250
25

20

10%

75

BRa

50

® per year; cach permit for single trip.
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1 2 3 4 5 6
14 Nagaland . . Assam . . . 320 15 .
Mapipur, Tripura . . no, e -
restriction
15 Orissa . . Andhra Pradesh . 2?3 25;) l;xm
Bihar . . na limit
) specified
Madhya Pradesh . . 100 50 no imit
specified
West Bengal 40 T0* .
16 Punjab . . Andhra Pradesh . . . 25 5
Bihar . . . 25 30 10
Dethi . . . 2500 - -
Himachal Pradesh. . 88 250 59
Jammu & Kashmir . 385 165 40
Madhya Pradesh . . 50 150 15
Maharashtra . . 80 100 15
Mysore . . . . 20+ -
Rajasthan . . . 250 - -
Uttar Pradesh . . 100 00 50
West Bengal . 25 30 10
17 Rajasthan . . Delh} . 322 no limit -
specified
Gujarat . . . 125 100 30
Madhya Pradesh . . 130 no limit -
5|
Punjab . . . 443 100 20
Uttar Pradesh . 202 200 -
i8_Uttar Pradesh . Andhra Pradesh . . 20 ~
Bihar . . . 50 no limit no limit
specified speci
Dethi . . . 40 . -
Madhya Pradesh . . 750 300 -
Maharashtra . . 100 100 25
Punjad . 100 200 50
Rajasthan .. . 202 200 no limit
speeified
West Bengal . . 100 100 no limit
specified
19 West Bengal . Andhre Pradesh . . . 10 ~
Assam . . 60 50 no limjt
spocified
Bihar . 390 Ro fimit -
Dethi . . . 75 sm;%ed -
Madhya Pradesh . 20 -
Maharashtra . 50 25 25
Orissa . 40 10 .
Punjab . . . 25 30 10
Uttar Pradesh . . 100 100 no limit
20 Madras . . Andhra Pradesh . 2000 - ‘Pediﬂd
Kerala . . 800 - -
Mysore . 700 - 50

* Inclusive of 30 seasonal permits,

**per month.



CHAPTER vII
TAXATION OF COMMERCIAL MOTOR TRANSPORT

TrE broad approach to the taxation of commercial motor transport should
be in line with the principles which determine the regulation and develop-
ment of road transport. Public policy in respect of these related issues has,
however, developed independently. From time to tme, in forums such as
the Transport Development Council, recommendations have been made for
bringing about improvements and simplification in the prevailing system of
motor taxation with a view to easing restrictions on the movement of vehicles,
but little practical action has ensued. Question concerning the level and quan-
tum of taxation falling upon the road transport industry and its incidence
are undoubtedly of great importance for future development, but they do
not fall fully within the terms of reference of our Committee and are, with
greater advantage, enquired into separately.! The aspects with which we
feel concerned are, (a) whether the various taxes which motor transport
bears cannot be consolidated and their diversity reduced, (b) whether means
can be found to bring about greater uniformity in taxation prevailing in diffe-
rent parts of the country, and (c) whether the system of motor taxation can
be brought into closer harmony with the scheme of regulation which we
have recommended. In this Chapter we consider these issuss against the
background of a short factual review of the existing system of motor taxation,

2. We may begin by stating the constitutional position concerning the levy
of taxes on motor transport. Under Entry 35 of the Concurrent List in the
Seventh Schedule of the Copstitution, Parliament has the power to legislate
in respect of mechanically propelied vehicles, including the principles oa
which taxes on such vehicles are to be levied. But such legislation cannot
determine the quantum of these taxes. Taxes on vehicles, whether mechani-
<ally propelled or otherwise, are in the exclusive competence of State Legis-
latures. Entry 56 of the State List in the Seventh Schedule provides for taxes
on goods and passengers carried by road or on inland waterways, Entry 57
for taxes on vehicles, and Entry 59 for toils. A copsequence of this distribu-
tion of powers is that every State is free to determine the types of taxes on
motor transport which it levies, their quantum and the changes effected from
time to time. Gradually, variations between State and State have tended to

1In September 1965, 8 Road Taxation Enquiry Committee was constituted by the
Ministry of Transport under the Chairmanship of Dr. B. V Keskar to undertake detailed
examination of all aspects of taxation on motor vehicles with a view to recommending pro-
codural, legal and constitutional remedics necessary for ensuring devclopmem{ of road
transport consistently with the general doveclopment of the country. The terms of reference
+1the Commuttee include examunation of costs of operation, principles on which motor
vehicles taxation is based and questions relating to law, procedure and administrative
«nachinery connected with the levy of taxes, tolls, etc.
107
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increase. It has not been possible so far for the Central Government to
propose any uniform principles of motor taxation because, in the field of
taxation, principles and criteria are difficult to lay down in comerete form
except as part of a definite scheme of taxation. Similarly, although Parlia-
ment can legislate under Entry 42 of the Union List for inter-State trade and
commerce, hitherto no attempt has been made to regulate inter-State road
transport or to propose principles of taxation appropriate to such transport.
Inevitably, therefore, the existing system of motor taxation presents a picture
of extreme variety with little concerted effort to ensure that the tax system
should be so devised as to contribute to the maximum extent to the develop-

ment of an efficient, well-organised and technologically progressive road
transport industry.

MAIN FEATURES OF BXISTING TAXATION

3. The principal taxes levied at present on commercial vehicles are (a)

the. motor vehicles tax, (b).taxes on passengers and goods, and (c) local
taxes, such as octroi, tolls and wheel tax,

4. Motor vehicles tax.—This tax is levied in alt States, both on public
carriers and on stage carriages. The rates at which the tax is levied in
different States and 1its basis are set out in Table 1 in the Annexure to this
Chapter, Rates of motor vehicle taxation have varied as between States,
The Motor Vehicles Taxation Enquiry Committee, which was set up in 1950
to make a comprehensive study of taxation of motor transport, recommended
fixation of a ceiling on motor vehicles taxation of 75 per cent of the tax
then prevailing in Madras State. This suggestion was, however, not followed
by State Governments and eventually the Transport Development Council
at its meeting in March, 1960 proposed that the question of fixation of the
ceiling should not be pressed and that State Governments should consult the
Ministry of Transport at the Centre before finalising their taxation proposals.

5. For stage carriages, the basis of the tax commonly adopted is the
number of seated passengers which z vehicle is permitted to carry. JIn
Madras, Kerala and Mysore, besides seating capacity, the distance which a
vehicle is permitted to ply is an additional basis for determining the quantum
of the tax. However, in each of these States different distance ranges are
adopted. In Uttar Pradesh, routes are divided into three classes, ‘A’, ‘B* and
‘C* and for each there is a different rate of tax.

6. For public carriers, as a rule, the motor vehicles tax is fixed with
reff.rence to the registered laden weight. However, in the Punjab the unladen
weight is adopted as the basis. In Rajasthan the motor vehicles tax is based
on payload and area of operation. In Uttar Pradesh, as in the case of
sta;e carriages, public carriers are taxed according to the class of routes on
whscl? they operate. In Gujarat, Maharashtra and Kerala, different rates of
taxation prevail for vehicles using petrol and those using diesel oil.
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7. It will be seen from Table 1 in the Annexure that rates on stage carri-
ages vary from less than Rs. 1,000 per year for a vehicle with a seating capa-
«ity of 40 in some territories to more than Rs. 5,000 in others. Similarly,
for public carriers, the variation is from less than Rs. 1,000 to about
Rs. 3,000 or more.

8. Taxes on passengers and goods.—Taxes on passengers and goods are
" being levied in Assam, Bibar, Gujarat, Kerala, Madhya Pradesh, Madras,
Maharashtra, Mysore, Punjab, Rajasthan, Uttar Pradesh, Himachal Pradesh
and Jammu and Kashmir. Details of these taxes and the basis on which
they are levied are set out in Table 2 in the Annexure. The tax on passen-
gers is usually a proportion of the fare. In one State a lower rafe 13 charged
m hilly areas than in the plawns, in another for kutcha roads compared to
pucca roads. Similarly, the tax on goods is usually fixed as a percentage
.of the freight. In one State, a further distinction is made on the basis whe-
ther a truck operates in a specified region or over the whole State.

9. Taxes on passengers are easier to explain than taxes on goods, Both
are in the nature of surcharge. They are inconvenient forms of taxes because
-of the petty calculations involved and the small amounts to be realised. In
a few States formulae have been devised to enable operators to compound
for the amounts due on account of the passenger tax and the goods tax
through the payment of a lumpsum. From the details given in Table 3 in
the Annexure it will be seen that the basis adopted for compounding these
taxes is often cumbrous. Clearly, satisfactory principles and a rational system
for passenger and goods taxes have still to be evolved. Another source of
inconvenience, specially applicable to goods taxes, is that where a routs
passes through more than one State, these taxes have to be paid separately
within each State and for each trip, even though the operator may not be
authorised to pick up or deliver goods in the intermediate territorics. More
recently, this difficulty has becn reduced in the case of regular permits
through arrangements for compounding the tax on an annual or quartesly
basis.

10. Ociroi and other local taxes.—Local bodies still levy octroi duties
in a number of States, as in Andhra Pradesh, Gujarat, Maharashtra, Mysore,
Orissa and Punjab. In some others, octroi dutics have been given up and
the State Governments have evolved schemes for compensating local bodies
for the loss of this source of revenue. There has been general agreement on
the vexatious and inhibitory nature of octroi duties and the abuses to which

they are prone, but action leading to its abolition has proceeded very slowly.
Octroi duties continue to be levied in most States much to the disadvantage

of free movement of goods by road.

11. We have referred earlier to tolls on vehicles as a means of financing
the repayment of special loans obtained by State Governments and municipal
‘bodies for the construction of a limited number of major bridges, tunnels and
other works. Tolls no doubt slow down traffic, but can be justified under
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certain circumstances, as in the case of costly works which might not other-
wise be undertaken. Tolls levied at hill stations, where considerable expen-
ditures have to be incurred on roads and municipal authorities have to pro-
vide special amenities in view of large numbers of visitors during summer
months, are a somewhat special problem,

12. The wheel tax is a local tax levied on a vehicle at the place at which

it is registered. It is being imposed by municipal bodies in Maharashtra. A
tax such as this could as well be realised along with the motor vehicles tax
taking, if necessary, the form of a small surcharge recovered on behalf of the
municipal body. Alternatively, a portion of the income derived from the
motor vehicles tax could be made over to local bodies to enable them to do
away with the wheel tax. On the whole, however, since the State Govern-
ment levies a motor vehicles tax to enable a vehicle to operate on various
specified routes, the imposition of a further wheel tax is hardly justified.

CONSOLIDATION OF TAXES AND OTHER REFORMS

13. Modifications in the existing system of motor taxation may be con-
sidered from two different aspects : firstly, in relation to the movement of
vehicles within a State; and secondly, in relation to inter-State movement,

14, From the point of view of intra-State movement, the first recommen-
dation we would reiterate concerns the need to do away with octroi duties.

Such a step would also assist the movement of vehicles engaged in inter-
State operations.

15. Apart from Iocal taxes, the next issue in the reform of the existing
system of motor taxation concerns the desirability and mode of levying passen-
ger and goods taxes. As noticed earlier, while 2 State like West Bengal,
does not impose taxes on passengers and goods, a number of other States
do. Io our view, where such taxes exist, they should be levied on a simpli-
fied basis as a lumpsum paid along with the motor vehicles tax for periods
such as a year or a quarter or even on monthly basis. The practice of
collecting passenger and goods taxes, vehicle by vehicle, has nothing to

commend it; indeed, this method of collection leads to greater evasion and

may be vexatious. From this would follow another reform, which has
been urged for several

years in the Transport Development Council and
other forums, namely, that the same agency should be responsible for the

collection both of the motor vehicles tax and of passenger and goods taxes.

16. These are modest and rather elementary chauges to effect. In fact,
we would recommend that passenger and goods taxes should not be levied
separately and should be consolidated with the motor vehicles tax, as has
been done in Andhra Pradesh. In no other State has such consolidation of
taxes been undertaken. In a few States, as in Uttar Pradesh and Kerala,

the two sets of taxes are collected by or under the authority of the same
agency. In Bihar, the Transport Department collects the motor vehicles tax,
but the Commercial Taxes

Branch of the Finance Department is responsible
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for passenger and goods taxes. Some State Governments are considering pro-
posals for entrusting the collection of various taxes paid by motor vehicles
to 2 single agency.

MOTOR TAXATION AND INTER-STATE MOVEMENT

17. In respect of vehicles operating on inter-State routes, the problem
of single-point taxation has come up for consideration on more than one
occasion. In principle, all State Governments have agreed to single-point
taxation only in the case of motor vehicles operating on regular permits on
inter-State routes. Regular permits, it will be recalled, are at present issued
on a very limited scale, mainly as a result of bilateral agreements between
States. The greater part of inter-State traffic is undertaken on the basis
of temporary permits, which tend to be renewed for further periods. Except
for three States (Orissa, West Bengal and Bihar) which have accepted
the principle of single-point taxation in respect of temporary permits
issued under arrangements with neighbouring States, when vehicles
operate om inter-State routes on temporary permits, (as the larger proportion
among them in fact do) motor vehicles and other taxes have to be paid:
in the State of origin as well as in States along the route.

18. A situation of this character has naturally become the subject of
much legitimate complaint, for, besides the financial burden, it leads to a
great deal of harassment. There are two basic difficulties. First, inter-State-
movement of goods suffers from all the consequences of bilateral arrange-
ments between individual States instead of being recognised, as it should be,
as an important and distinct category of traffic for the issue of permits for
the operation of commercial vehicles. Secondly, arrangements under which
each Stats exercises its local authority to tax motor vehicles and move-
ment of goods and passengers by mechanised transport become particularly
inapt when extended to movement along inter-State routes. In our pro-
posals we have endeavoured to deal with the first problem by recommend-
ing a separate class of permits for inter-State movement issued under the
authority of a considerably strengthened Inter-State Road Transport Com-
mission as part of a scheme of road-rail coordination. Unless, at the same
time, the system of taxation of commercial motor transport is modified to-
meet the requirements of inter-State traffic, it will not be possible to imple-
ment effectively the proposals which we have made for the regulation and
development of road transport. Therefore, certain minimum changes in
the tax system become a necessary ingredient in the scheme of development
of road tramsport which we have proposed.

19. This brings us back to the constitutional problem outlined at the
beginning of this Chapter. It is essential that in the scheme of distribution
of powers of taxation in the Seventh Schedule of the Constitution there
should be a suitable counterpart to Entry 42 under which Parliament can
legislate for inter-State trade and commerce. In other words, it is not
mghfortheCentxetobelbletoprucﬂbe,mderEntry%ofthe
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Concurrent List, the principles on which taxes on mechanically propelled
vehicles may be levied. Three possible courses can be considered. Taxes on
goods and passengers carried by road or on inland waterways and ta_xes
on mechanically propelled vehicles (Entries 56 and 57 in the State List)
may be placed on the Concurrent List or on the Union List in the Seventh
Schedule. ©Or, as a third possible approach, Entry 35 in the Coacurrent
List may be amended so as to enable Parliament to levy taxes on mechnically
propelled vehicles operating on routes declared as inter-State routes. Which-
ever course is adopted, the proceeds of taxation would accrue to the States.
There would be greater umformuty in levels of taxation if taxation of motor
vehicles throughout the country were regulated under Union legislation and
this would assist the development of road transport. For reasons explained
earlier, in our view, the minimum change needed is to bring taxation, now
under the exclusive jurisdiction of States Legislatures under Entries 56 and
57 of the State List within the concurrent jurisdiction of the States and the
Centre under the Seventh Schedule of the Constitution, Where taxes are
levied and collected under the authority of Parliament, the proceeds should
be assigned to the States, for which the necessary provision already exists
in Article 269 of the Constitution as amended a few years ago. We envisage
Parliamentary authority being used to determine taxation pertaining to inter-
State movement and to support, thus, the scheme of regulation of inter-
State road transport and road-rail coordination which we have recommend-
ed. In accordance with the general principles of motor vehicles taxation
laid down by Parliament, individual States should be free to determine
1ax rates as applicable to operations on intra-State routes.

20. The necessary authority for Parliament can be obtained either by
an amendment of the Constitution or by action under Article 252 of the
Constitution. For the latter procedure to be adopted, initiative has to be
taken by the Legislatures of such States as are desirous of empowering Parlia-
ment to make Jaws respacting the relevant entries in the State List. The
unanimous agreement of all States in the country will be required; otherwise,
only those States whose Legislatures pass the necessary resolutions would be
subject to the Parliamentary legislation which might be undertaken, More-
over, in the event of any amendment being required, the same elaborate
procedure would have to be followed over again. In the circumstances, we
consider that an amendment of the Constitution on the lines proposed above
will be in the best national interest and we trust that the Central Govern-
ment will find it possible to take the necessary initiative in the near future.
Our proposal retains the existing legislative powers of the States, without
making them exclusive and, at the same time, it safeguards their Sinancial
interest in 29 much as the proceeds of any taxation which is imposed by
virtue of Parhiament’s authority will be distributed wholly to the States.

i 21. The advantages of the proposals we have outlined above may be
briefly stated. First, the scheme of road transport regulation which we
have recommended will become capable of practical implementation. To
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distinguish vehicles operating under inter-State permits from others we have
already recommended that they should bear a specified colour. Secondly, on
inter-State routes there will be a single motor vehicles tax, the rates being
adjusted according to capacity and distance of operation, but applicable
uniformly throughout the country. The tax will be paid at the place of
registration, although the proceeds will be distributed among various States
according to the general criteria adopted for the issue of permits to operators
from different States to which reference has been made in Chapter VI. Oa
inter-State routes, there should be no need to levy separate passenger and
goods taxes. Vehicles operating on these routes, being distinctive also in
colour, can be exempted from octroi and local taxes other than special
tolls on bridges, tunnels etc. Thirdly, since uniform principles of motor
vehicles taxation will be adopted, tax rates proposed by the Centre
for inter-State routes will provide a broad guide and as some kind of upper
limit for taxes levied directly by State Governments on vehicles operating on
permits issued under their own authonity. Finally, with greater uniformty
in motor taxation and more common norms bemng established, it should be
possible also to devise suitable concessions and incentives to stimulate the
growth of road transport in the morc backward regions, i hilly areas and
in tracts in which, in the past, transport facilities have tended to lag behind.

LIPC/66—9



ANNEXURE

Table I : Rates of motor vehicles tax on public carriers and stage

carnages (1963-64)
(Rs. per annumy
public carriers stage carriages
state/territory
/ basis of maximum rate (rate of tax-40 seater)
taxationl of tax
prescribed
1 2 3 4
Andhra Pradesh R.L.W. 2940 10,800 n addition Rs. 22-50
for every standing pa-
ssenger for which the
vehicle 1s licensed.
Assam . payload Rs. 900 for 1,600
9 tonnes
Bihar + RLW, 1760 1,460
Gujarat . R.LW. Rs. 2684 for 13 1,392
tonnes
Jammu & RLW. 300 320
Kashmir
Kerala . . RLW. 2900 ) 58600 vehicles do not exceed
200 kms. a day.

@) 6,400 vehicles exceeding 200
kms. a day.

Madras . . RLW. 3200 () 5,600 vehicles covering 210 kms,
per day,

(y 6,400 vehicles exceeding 210
kms- but not 270 kms,
day.

@#) 7,200 vehicles plying more than
270 ., a day,

Maharashira . R.LW. Rs. 2487 for 13 1,824
toanes.

Madhya Pradesh R.L.W, c1825 2,025

Mysore . . RLW. Rs.2980for13 () 4,800 vehicles covering upto
tonnes 97 kms, a day.

@) 5,600 vehicles covering  more
than 97 kms, a day. For
every other passenger
other than secated for
which the vehicle is
rﬁasrmi:)ted the rate is

. X per person,
Orissa . . RLW, 2100 4,800
Punjab . . ULw, 1000 2,150 maximum rate prescrib-
Rajasthan2 . payload 2000 ed at Rs, 2750,

1,500

'R.L.W.—Registered Laden Weight.
U.L.W.—Uniladen Weight,

2In Rajasthan, rates are lower for vehi i ithi i load
of 5 tonnes the tax is Rs. 1,000 and fograllelz:!lfcl;i ?{a:'r?,tir;%.thhm 7 region.  For a pay
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1
Uttar Pradesh

West Bengal

Deihi .

Himachal
Pradesh.

Manipur .

Tripura

State

Assam .
Bihar .
Gujarat

Kerala .
Madras

Maharashtra .
Madhya Pradesh
Mysore .
Punjab .

Rajasthan .

‘Uttar Pradesh .
Jammu & Kashmir

2 3
U.LW.
‘A’ class route—1920

‘B’ class route—1564
‘C’ class route—1212
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4

1,452 ‘A’ class route.
1,160 ‘B’ class route.
856 ‘C’ class route,

R.L.W. Rs. 2575 for 2,190
13 tonnes,
RL.W, Rs. 700 upto 10 1,720 maximum rate is
tonnes and Rs. Rs. 2220,
100 for every
tonne and part
thereof,
U.LW, 400 800
payload Rs. 600 for 9 625
tonnes
ULW. 300 161

Table 2 : Taxes on passengers and goods

passenger tax
year rate as percentage year
from of fare from
which which
levied levied
1962 10 1962
1950 125 1950
1958 175 1962
1963 10 1963
1952 10 1952
1958 15 1962
1959 10 1962
1961 10 1961
1952 {) 25 per cent of fares 1952
¢ in plains ; and
(i) 16 -66 per cent of
fares in hilly regions,
1962 (/) 20 per cent of fare 1961
on pucca routes ; and
(if) 15 per cent of fare
in other cases.
1962 10 —
1963 not available. —

goods tax

rate as percentége
of freight

Rs. 1215 per
annum for plains,

Rs. 810 per annum
for hilly region.

15

not availble,
not levied.
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Table 3 : Rates for compounded levy of passengers and goods taxes
1n certain States.

state rate of compounded levy for rate of compounded levy for
passengers tax goods tax
Assam . . not available
‘Bihar 10 paise per mile on the basis of not available.
235 seating capacity of a bus.
Gujarat . . composition is not admissible 1Rs. 90 per month for ecarriers
) with carrying capacity upto 9
tons
Kerala . . Rs. 25 per seat per quarter (i) Rs 22 50 per month for Mala-
bar Distt. alone ;
(i1} Rs. 112 -50 per quarter.
Madras Rs. 25 per ceat per quarter Rs. 22 50 per month.
Maharashtra . composition is not available Rs. 120/- per month is maximum
’ and is adcording to the carrying
capacity of the vehicle.
Madhya Pradesh (@) Rs RLW-ULW? for holder of
10 regional permits ; and
. . (1) Rs. RLW-ULW for holders of
) 6 inter-regional
permits;
(weights are expressed in
(kilograms).
Mysore . not available
Rs. 1215 per annum for plains
Punyab R . not admssible . Rs. 1810 per annum for hifly
regions.
Rajasthan . composition is not admissible () Rs 660 per annum for trucks
aove 5 toms having all
Rajasthan permits,

(i) Rs. 580 per annum for trucks
above 5 tons having permits
for one region.

Uttar Pradesh . rate is based on the following
formula : not available
FXTxK
where F=fare
T=pumber of one way
trips to be made
during the period.
R=rate of tax.
the sum so deternmned should
not be less than 75% of the
normal tax assessable other-
wise,
Hima balPradesh . no composition

Bo composition

1The option for co

four vehicles.

mpounding is available only for operators ixawna not more than

2R L.W.—Registered Laden Weight. U.L.W,—unladen Weight.



CHAPTER VIII
COASTAL SHIPPING AND RAIL-SEA COORDINATION

IN 1950, Government accepted the policy of reservation of coastal
shipping for Indian tonnage and, by 1952, coastal trade was being catered
for entirely by Indian companies. In August 1965, the total tonnage operat-
mg on the coast was 4.2 lakh GRT and consisted of 112 coastal ships, includ-
ing three tankers. About 60 per cent of the ships were more than 15
years old Coastal traffic is divided broadly into two categories : (a) the
West Coast trade, that is, trade between Kandla and Tuticorin, and (b)
the Wider Coast trade, that is, between the East Coast and the West Coast,
and also the purely East Coast traffic. The main commedities which are
carried by ships around the coast are coal, salt, cement and general cargo
comprising foodgrains, fertilizers, jute, tea, iron and steel products, refinery
products, cotton and piecegoods, etc. The port of Calcutta plays a crucial
role in coastal shipping. Coal, which is the principal item of traffic on the
coast, is loaded from Calcutta for shipment to the Southern and Western
India, while salt, which is the next most mmportant item of coastal traffic
is unloaded at Calcutta

2. Coastal shipping is predominantly in the hands of private companies

and most of the shipping companies operating on the coast are members of
the Indian Coastal Conference. Under the Merchant Shipping Act, 1958,

the Central Government have powers to fix shipping rates. Any proposal
to revise rates on coal and other commodities which are of importance to
the economy as a whole require Government’s prior approval. The Coastal
Conference prepares monthly programmes for lifting of coal and arranges
shipment of bulk cargo like salt and for meeting ad hoc demands for move-
ment of foodgrains and other commcdities. In general it attempts to pro-
tect the interests of the member lines.
GrOwTH oF CoASTAL TRAFFIC

3. The growth of coastal traffic carried by the Conference and non-

Conference lines together in recent years is shown in the following Table.

Table 1 : Coastal traffic in India—dry cargo
(lakh tonnes}

year coal salt general cargo total
1951 . . 7-70 4-54 12-90 25-14
1952 . . 10-89 4-7 12-19 27-79
1953 . 12-63 4-18 11 97 2878
1954 . . 12-28 4-79 11 98 29-05
1955 . . 10 64 471 11:69 27 04
1956 . . 1097 4 78 10-17 25-92
1957 . . 10+51 4-80 10 46 25 77
1958 . 10-86 3-93 11-87 26-66
1959 . . 10-16 3:99 11-42 25-57
1960 . 11-03 417 12-25 27-45
1961 . . 13-73 4:73 1503 33-49
1962 . . 19-80 4-58 16-39 4077
1963 . 18-95 4-76 1658 40 29
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Coal constituted about 47 per cent of the total coastal traffic in 1963 and
salt about 12 per cent. Coastal traffic increased substantially after 1_961_,
mainly because coal movement was stepped up and there was also a signi-
ficant increase n the traffic in general cargo. Apert from dry cargo, account
should also be taken of the movement of oil on the coast which is of recent
origin, Qil traffic on the coast increased from 8.17 lakh tonnes in 1955 to
29.59 lakh tonnes in 1962.

4. Problems of coastal shipping and rail-sea coordination were examined
by the Rail-Sea Coordination Committee, which reported in 1957. The
Committee considered at length the difficulties and handicaps of coastal
shipping and recommended that Government should take steps to ensure
the attainment of coastal tonnage of 4.12 lakh GRT by the end of the
Second Plan against the then existing tonnage of 2.40 lakh GRT. Corres-
ponding to the tonnage of 4.12 lakh GRT, the requirements of coastal cargo
were estimated by the Committee at 4 miilion tons per annum. It was
assumed that coastal traffic would increase by 10 per cent in the course of
the Second Plan, thus reaching the level of 31.6 lakh tons in 1960-61. The
Committee recommended that by promotional means additional traffic to
the extent of 8.4 lakh tons should be created so as to make up a total traffic
of 40 lakh tons. In the Committee’s view, additional cargo of 6 lakh tons
on the wider coast could be created almost entirely by diverting coal traffic
from rai to sea. The Committce recommended suitable freight equalisation
arrangements being worked out with a view to ensuring that users of coal
m the coastal areas obtained coal by the sea route at the same rate as by
the all-rail route. There was scope also for additional cargo in other items
like foodgrains, fertilizers, iron and steel etc. The Committee, however, did

not favour any forced diversion to the sea route of general cargo moving
on private account.

5. The anticipations of the Rail-Sea Coordination Committee in regard
to the expansion of coastal traffic were not fulfilled. The bulk of coal moving
to the south by the sea route was intended to meet the requirements of the
Southern Radway. The railways did not agree to take any additional quan-
tity of coal by the sea route since coastal freight rates were higher than
railway freight rates and diversion of coal from the all-rail route to the
rail~cum-sea route would have involved a financial burden for the railways.

6. Transport shortages began to be felt towards the end of the Second
Plan and were specially acute in Tespect of movement of coal by the railways
to the southern and western parts of the country, To relieve pressure on
the railways, Government decided in 1961 to divert an additional quantity
of one mithon tonnes of coal from the railways to coastal shipping for move-~
ment fo destinations in Southern India and Western India. At the same
time, by means of a subsidy to be paid by Government, freight by the rail-
cum-sea route was to be equalised with freight by the all-rail route. Coal
shipments remained at the level of about 2 million tonnes per anonum until
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recently when they began to decline. With the easing of the rail transport
position, there has been a tendency on the part of the industrial users of
coal to switch back to the rail route. There has also been a reduction in
the movement of railway coal, particularly to the western region, on account
of the progress of dieselisation on the railways. The present rate of move-
ment of coal by coastal shipping has come down to about 1.12 lakh tonnes
per month or about 1.35 million tonnes per annum.

PrOSPECTS OF COASTAL TRAFFIC

7. Since a considerable part of coastal traffic is accounted for by a
small number of commodities, for assessing future trends in coastal traffic,
it will be useful to review the special features of each major component of
coastal cargo separately. The commodities to be considered are coal, salt,

cement, oil and general cargo.

CoaL

8. The present scheme of movement of coal by the sea route is supported
by a subsidy from Government which is being met from an increase in excise
duty introduced in 1961. In considering long term trends in the coastal
movement of coal, the main tests to be apphed are the comparative costs
of movement by sea and by the all-rail route, and the future pattern of pro-
duction and consumption of coal m different regions in the country, the
scope for diverting traffic to the southern and western regions to the coastal
route and the consequent requirements for transportation of coal to these
regions. It is also necessary to consider in this connection the possibility
of substitution of coal by other sources of emergy during the next decade
or more.

9. Economics of coal movement by sea.—There are several important
factors influencing the economics of coastal movement. Ships going from
the East Coast to the West Coast have to make a detour around Ceylon since
the passage between the Gulf of Mannar and the Palk Bay is not navigable
The voyage by sea from Calcutta to the ports on the West Coast is substan-
tially longer "than the corresponding distance by rail. Thus, for instance,
the distance from Calcutta to Bombay is about 3,000 kilometres by sea as
against 2,000 kilometres by rail. Similarly, the distance to Xandla is 4,700
kilometres by sea as against 2,400 kilometres by rail. The longer distance
by the sea route naturally increases both transit time and the costs of haul-
age. Again, since collieries are located inland some distance from the
coast, coal has first to be brought to the Calcutta port by rail. At
destination points, except for coal consumed in the port towns, another
handling is involved by rail or other modes of transport. Thus, the coastal
movement of coal involves handling by more than cne means of transpoit,
raising the total cost of transport.

10. Moreover, as a river port situated about 126 miles inland from the
sea, Calcutta presents peculiar difficulties. Ships have to cross about 15
bars to reach the port and have to wait for a favourable tide to navig.ate
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them. Thus, it takes from two to three days for ships to move up to the
niver and back. As ships have to wait for the favourable tide, on certain
days there is concentration of ships, which inevitably leads to congestion
and delays in berthing at the port

11. There has been some deterioration i the draft in the river Hooghly
in recent years and limitations of draft affect the extent to which the capa-
city of ships can be utdised. On an average, a ship with a carrymg capacity
of about 10,000 tons can utidise only about two-thirds of its total capacity
in the loaded direction, and the larger the ship, the greater 1s the extent of
under-utilization of capacity on account of limitation of draft The draft
limitation in the Hooghly 1s, thus, an important factor affecting the costs
of coastal shipping.

12. Among other factors mfluencing the costs of coastal movement of
coal, mention may specially be made of (a) limitation of available space
for raising adequate dumps of coal in the dock area in Calcutta, which neces-
sitates loadng of coal directly from wagons to the ships, thus, making it
difficult to reduce the turn-round time of ships; and (b) lack of suitable
facilities at the unloading ports which leads to detention of ships at these
ports. In particular, small ports at the destinatron end have inadequate
berthing facilities and either lack sufficient lighters for unloading coal
or have no space for dumping coal.

13. Comparative freight rates.—Coal constitutes a low rated commodity
in the tariff schedule of the railways and, on account of the telescopic basis of
charging, rates on coal are specially low over long distances. Freight rates
on coal charged by the rail-cum-sea route and those by the all-rail route
from Raniganj to the ports of destination in southern and western India
are compared in the following Table,

Table 2 : Freight rates on coa

(Rs per tonnz)

rail sea inciden- total all rail differ-

freight from Ramganj freight freight tal rail- route ence
to to from charges cum-sea- freight!  between
Calcutta!  Calcutta  including freight raif-cum-
port sea and all
charges rail freight
Madras . . 752 33 63 10-00 51-15 35-63 +15 52
Cuddalore 752 34 85 10-00 52-37 37-94  +14 43
Tuticorim 75 3485 10-00 52-37 41 81  +10-56
Cochin 752 37-96 10-00 55 48 41-81 +13 67
Bambay 7 52 319 69 10 00 57-2t 36-92  +20 29
Bhavnagar . . 7 52 35-69 16-00 57 21 40-10 417 11

1As an ist April, 1965.

!
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Freight rates charged by the railways on the all-rail route are lower than
the rates charged on the rail-cum-sea route for all the ports. The rail-cum-
sea rates mndicated m the table above do not include freight charges from
unloading ports to consuming points. These would further increase the
coastal charges, depending om lengths of haulage from unloading ports
to consuming points. ’

14. In an earlier chapter, we have pointed to the need over a period
of time for adjusting railway rates on low rated commodities like coal so
as to bring them npearer the actual costs of haulage. If railway freight rates
on coal and other low rated bulk commodities are adjusted on the basis of
costs, the existing disparity between rail and coastal shipping rates might be
somewhat reduced. The comparative economics of rail and coastal routes,
in any case, should be judged in terms of costs rather than the existing
rates.

15. Rail and sea costs—The principal data on rail and sea costs at
present available are those computed recently by the World Bank Coal
Transport Study Team. The following table, which is taken from the Study
Team’s report, compares the estimated cost per ton of moving coal from
the coalfields to Calcutta and from there by 10,000 ton ships to ports, wi h
the full costs of rail haulage by the all rail route.

Table 3 : Cost of coal transport via Calcutta port
full costs Rs. per ton

from West Bengal-Bihar to alf ral rai-cum-sea via
Calcutta

present ships

Madras . . . . . . 34-81 44-21
Tuticorm 58-70 48-12
Cochin . . R . 40-67 54-54
Goa . . . . . 56 65 52-97
Bombay . 37-02 58:54
Kandla . . N . 59-53 56-61

Costs on the all-rail route are higher than those con the rail-cum-sea
route for the ports of Tuticorin, Goa and Kandla This is partly due to the
fact that a part of the rail route is covered by metre gauge which entais
higher costs. It should, however, be mentioned that, unlike estimates of
broad gauge costs, metre gauge costs indicated in the World Bank Study
Team’s report are not based on a detailed cost analysis of metre gauge
operations. Further, the figures of sea transport costs are based on the
present accounting practices of steamship companies which do not always,
include adequate depreciation on the old ships employed.
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16. The various limitations on coastal shipping at Calcutta, to which
we have referred already, are expected to be overcome to an appreciable
extent when the proposed Haldia port has been built and is used for load-
ing of coal instead of Calcutta. The docks at Haldia, which is being designed
as a deep draft port, 63 miles below Calcutta, will be fully equipped with
mechanical loading facilities. The Haldia port will be accessible all the
year round to large and deep draft ships with full cargoes. The distance
from the sea to the port will be reduced as compared with Calcutta. There
will be very few bars and ships will be able to make a trip from the sea to
the port and back in one day as compared to two or three days taken at
present. Ships will not have to wait for the favourable tide, and there will
be no occasion for the bunching of ships. With adequate berthing and
mechanical loading facilities, no time need be lost through ships having to
wait for wagons. Al] these factors should lead to considerable saving in
the costs of coastal transport. Furthermore, significant economics in the
costs of operation of coastal ships may be realised by suitable improvements
in the design of ships assigned for coastal traffic.

17. The World Bank Coal Transport Study Team has worked out ‘the
cost to the economy’ of the rail-cum-sea movement of coal, assuming the
use of Haldia and of modern 15,000 ton colliers, These costs compare with
the costs of all rail movement as in the table below :—

Table 4 : Cost to economy of coal transport via Haldia port

(Rs. per tony
from West-Bengal-Bihar to all rail rail-cum-sea
Madras 3655 35-43
“Tuticorin 61-64 46-16
Cochin . . . . . . 42:70 44-30
Goa . . . . . . 59-48 44-61
Bombay . . 33-37 41-69
Kandia 62-51 44-41

It will be seen that rail costs to the economy are lower than the costs
of coastal shipping to Cochin and Bombay and higher in respect of the
other ports namely Madras, Tuticorin, Goa and Kandia. According to
the World Bank Study, the approximate distances that coal could be trans-

ported inland from Tuticotin and Kandia to points at which the cost

advantage of the rail-cum-sea route would be dissipated are - Tuticorin,
80 kilometres and Kandla, 120 kilometres.
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18. The Sethusamudram Canal project, which is expected to be taken
up in the Fourth-Plan, may have a significant impact on the costs of coastal
shipping, for, the canal will make it possible for coastal ships to negotiate
the passage between the Gulf of Mannar and Palk Bay and, thus, reduce the
lead of shipment between the two coasts by about 600 kilometres.
The precise economies that may be possible in the costs of coastal move-
ment on account of the opening of the canal have of course to be worked

out in detail.
19. The comparison above is in terms of full costs of coastal shipping

and railways. The World Bank Study Team has pointed out that the rail

costs refer to the present density and that unit costs of handling an additional

two to four million tons annually would be less than the present costs. With
the projects nmow underway, there would be adequate route capacity to
handle the added traffic without capital expenditure, except for equipment.
In the judgement of the Study Team, therefore, although the total rail costs
to the economy are approximately the same or higher than sea costs via
Haldia, the additional rail costs for transporting coal to southern and western

ports are probably somewhat lower.
20. Requirements of coal in southern and western India—An import-
tal quantum of coal to be shipped by the sca

ant determinant of the to
as to be carried from the

route in future is the volume of coal which h

Bengal-Bihar coalfields to the southern and western parts of the country.

As production of coal is dispersed over the outlying coalfields, supplies from

these fields will gradually replace supplies from the Bengal-Bihar coalfields
coal, which are not likely to be avail-

except, of course, in higher grades of
able in the outlying coalfields. The railways are the most important con-

sumers of coal which at present moves by the sea route, other substantial
consumers being power stations, cement factories and other industrial con-
cerns. Of the total quantity of about 2 million tonnes of coal moving by
the sea route, about one million tonnes consist of selected grades and the

remaining one million tonnes of Grade I. The prospecting of mines in
ts that coal in grades other than selected

the outlying coalfields sugges

grades may be available in appreciable quantities in these fields. In future,
it appears that the southern and western parts of the country will have
o depend largely upon the Bengal-Bihar coalfields only in respect of select-
ed grades of coal The railways have been trying to reduce the consump~
tion of these grades of coal. Moreover, the Southern and Western Rail-
ways have a sizeable programme for dieselisation in the Fourth and the
Fifth Plans, and this will materially reduce their consumption of coal.

21. Sufficient data are not available at this stage for a detailed study
of the likely patterns of production and consumption of coal in different
regions of the country. As programmes for the Fourth Plan are formulated
in detail, it should be possible to work out more accurate estimates of
requirements of coal which will have to be supplied from the Bengal-Bihar
coalfields to the southern and western parts of the country. In determin-
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ing these requirements, it 1s desirable to look ahead over a period of 10
to 15 years. On the basis of the available information the Department of
Mines and Metals has made the following estimates of requirements of
coal of selected and grade I qualities to be supplied in 1970-71 from the
Bengal-Bihar coalfields to consumers in southern and western India.

Table 5: Quantity of coal to be supplied from Bengal—Bihar fields in 1970-71
consamer (mrllion tonnes)

southern India
central prioritiex

southern railway . . . . . . 0-26
basm bridge power house, Madras . . . . . 0-29
other industries . . . . . . . . 0-23
state priorities . . . . . . . . 0-01
totai . . . 0-79
western India
cenrral prionities
western railway. . . . . . . . 0-67
other industnes . . . . . . . 0-47
State priorities . . . . . 0-57
total . . . -7
grand total . . 2 50

In addition, about 0.75 million tonnes of coking coal may be needed,
in case coal for a steel plant has to be supphed through Mormugao port.
Thus the total requirements of the Bengal-Bihar coal in southern and
western India may be estimated at about 3.25 mullion tonnes. As mentioned
earher, movement of coal by coastal shipping is more economical to the
ports of Madras, Tuticorin, Goa and Kandla It could thus be broadly
assumed that the entire coal requirements of the Southern Railway estimated
at 0.26 mihon tonnes could be moved more economically by coastal shipp-
ing than by rail, Even the coal requirements of the Bombay Division of
the Western Railway, which come to 0.06 mullion tonnes, could possibly
move by the coastal route. Similarly, 0.29 million tonnes of coal required
by. the Basin Bridge Power House, Madras and 0.75 million tonnes which
might be required for a steel plant could be moved more cconomically
by coastal shipping Thus, transportation of about 1.36 million tonnes of
coal could be justified by coastal shipping on the basis of comparative
costs. The exact location of the other consumers in southern and western
India requinng Bengal-Bihar coal arc not known i detail. Moreover,
the coal requirements of consumers under State priorities would be small
and scattered over vanous places and they are likely to find it convenient
to obtain their requirements by rail. However, it might be possible to move
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at least some small quantities of coal by the sea route for these consumers
also. The total movement of coal by the sea route by 1970-71 may
thus be estimated at about 1.5 mullion tonnes.

22. In considering the future requirements of coal in the southern and
western parts of the country, it is important o examine the possibility of
consumers of coal in these regions switching over to other sources of
energy. We have referred above to the programme of dieselisation on the
Western and Southern Railways These Railways have also limuted pro-
grammes for electrification. Programmes for dieselisation and electrifica-
tion are formulated by the Railways with due regard to the density of
traffic on individual sections and comparative economics of different forms
of traction. In regions far removed from coalfields, dieselisation and
electrification have a clear advantage over steam traction, particularly for
heavy density traffic. It 1s conceivable, therefore, that in future the rail-
ways in these regions would wish mcreasingly to switch over to dieselisa-
tion and electrification. FEstimates of requirements of coal of the Soathern
and Western Railways, which have been cited earlier, take into account
such programmes of dieselisation and electrification as have been already
formulated for the Fourth Plan.

23. In this context, it is also necessary to consider the possibility of
industrial users of coal switching over to fuel oil. The World Bank Study
Team has examined the economics of such substitution in some detail. In
the view of the Study Team, at “the existing sclling price of fuel oil and
at the existing railway rates, replacement of coal by fuel oil would ordinarily
be uneconomic, even at these southern and western points farthest distant
from the coalfields.” The Team, however, also compared the economics
of substitution of coal by fuel oil in terms of real costs to the economy and
came to the conclusion that there would be significant savings in substi-
tuting fuel oil for coal moved over long distances to southern and Western
India. From the figures cited earlier, it will be seen that the requirements
of coal to be moved from the Bengal-Bihar coalfields for industrial users
are at present small. Substitution of coal by fuel oil will keep the future
needs of these consumers for coal at relatively low levels.

24. Thus, having regard to the likely trends over the mext few years,
it would appear that the shipment of coal from the Bengal-Bihar coal-
fields to southern and western India could be assumed at a level of 1.5
million tonnes in 1970-71. Under existing conditions, the cost of coastal
shipment, no doubt, exceeds the cost of rail movement. After the facili-
ties at Haldia come into commission, the disadvantages suffered by coastal
shipping will be overcome to a large extent and the cost of coastal shipment
should come down considerably. Further economies in costs are possible
if appropriate types of ships are introduced. It is also pecesary to examine
possible operational economies in coastal shipping through planned improve-
ment in utilisation of available capacities. From the point of view of the
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ecconomy as a whole, it is the comparative costs of coastal and rail haulage
which should provide the basis for taking a decision on future of coastal
movement of coal. So long as rates cannot be brought in closer comformity
with costs, the existing subsidy on coastal shipment shouid continue. Since
coal is the single most important component of coastal cargo, it is necessary
to take long term considerations fully into account while deciding on the
future of coastal shipment of coal.

SALT

25. The main variety of salt produced in the country is sea salt which
is produced along the entire coast route from Kutch to Orissa, the most
important salt producing areas being in the coastal region of Gujarat,
Mabarashtra, Madras and Andhra. The total quantity of sea salt pro-
duced in the country in 1963 was 45.44 lakh tonnes. The movement of
salt by coastal shipping is mainly from the ports in Gujarat and Maharashtra
and Tuticorin port in Madras to Calcutta which is the salt distributing
centre for North and North Eastern India. Substantial quantities of sajt
also move by rail. The following table shows the quantities of salt moved
annually by various means of transport.

Table 6 ; Movement of salt in India

(lakh tonnes)
by sea to Calcutta

year by rail byroad  byriver

from from total

west Tuti- total

coast corin
1957 16-9 6-0 3-4 3t 1-4 4-5 30-8
1958 16-1 89 23 2-4 1-6 4-0 31-3
1959 17:0 8-6 2-6 1-2 2-2 34 31-6
1960 19-1 8-9 3.9 13 2.8 41 36-0
1961 16-6 7-1 27 2-8 1-4 4-1 30-5
1962 19-5 7-5 2-9 2:6 1-6 4-2 34-1
1963 195 9-0 30 31 1-0 4-1 356

Movement of salt by rail and road has somewhat increased in recent years.
The movement of salt by the sea route has been more or less stationary,
the decreases or imcreases in the quantities moving from the West Coast
being balanced by inverse changes in the movement from Tuticorin. The
quantum of movement of salt from the West Coast and Tuticorin to
Caleutta is, on the whole, related closely to the shipment of coal in the
reverse direction from Calcutta. With increases in the movemment of coal
from 1961, and availability of empty tonnage in the reverse direction,
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shipment of salt on the west coast ports considerably improved. How-
ever, with reduction in the shipment of coal during 1964, there has been
shortage of shipping space for movement of salt from the West Coast to
Calcutta and the volume of salt carried on the coast in this sector showed
2 striking reduction. The shipping opportunities for the West Coast salt
therefore seem to depend on the continuance of coal shipment from
Calcutta at an adequate level.

The increase in the movement of salt by the all-rail route, is of course,
accounted for, among other factors, by the fact that freight rates for salt
by the railcum-sea route are considerably higher than the corresponding
freight rates on the all-rail route, as will be seen from the table below :

Table 7 : Rail freight and rail-cum-sea freight for movement of salt

{rupees per tonne)

station all rail rail~cum-sea freight difference
freight via Calcutta between
as on rail-cum
frem to 1-4-65 rail sea Inci- total sea
freight freight dental  rail and
as on charges cum-sea all rail
1-4-65 freight  freight
Jamnagar . Patna 56-78 24-19 39-10 813 71-42 (+)14-64
Jamnagar . Cuttack 65-30 23-62 39:10 8-13 70-85 (+) 5-55
Jamnagar .  Siliguri 65-52 26-80 3910 8-13 74-03 (+) 8-51
Tuticorin . Patna 66-30 24-19 3250 14-48 71-17 (+) 4-87
Tuticorin . Cuttack 56-70 23-62 32-50 14-48 70-60 (+4)13:90
Tuticorin . Siliguri 67-90 26-8¢ 32-50 14-48 73-78 (+) 5-88

To some extent the disparity between rail freight and sea freight 'is due
to the fact that salt is a relatively low rated item of traffic on the rallwa;-rs.
Being a low rated commodity and requiring bulk transport over long dis~
tances, salt seems to be an appropriate cargo for the coast. Moneo‘:er.
salt shipments are in the direction of empty movement of coal carrying
ships and, to the extent that salt can be carried by colliers, their .u-nutx-
Yized capacity in the return direction could be put to use and ac.Id_monal
costs to be incurred on the transport of salt could .be kept to the minimum,
This gemeral proposition would of course be ‘sublect to assessment of the
requirements of salt to be moved from the various producing centres to the
port of Calcutta baving due regard to consumption trends over the next

10 or 135 years.
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CEMENT

26. Cement is another important item of cargo on the coast, the
quantity of which has been increasing in recent years. The quantum of
movement 1n the last few years, as compared to 1951, is shown below :

(lakh tonnes)
1951 . 2-07
1960 2:63
1961 3 40
1962 5 00

Shipment of cement is mainly to Bombay and originates from Saurashtra
ports and from Tuticorin. Small quantities of cement aiso move by see
from Tuticorin and Cuddalore to Calcutta. There is likely to be consider-
* able expansion 1 the capacity of cement factories in the coastal arca of
Gujarat dunng the Third and the Fourth Five Year Plans. In terms of
projects already approved or established, the installed capacity of cement
i the Gujarat area is hikely to go up from about 1.1 million tones in 1962-
63 to nearly 2 million tonnes by the end of the Third Plan and to 2.3 mil-
lion tonnes by the end of the Fourth Plan. It is estimated that a large sur-
plus will be available to meet the requirements of the adjoining States of
Mabarashira and Madhya Pradesh. On the basis of estimates worked
out by the Jomt Technical Group for Transport Planning, by 1965-66,
about 5 lakh tonnes of cement are likely to be moved by the coastal route,
and this movement may increase to about 8 lakh tonnes by 1970-71. Move-
ment of cement to Calcutta is also likely to increase from the present
level of 50,000 tonnes per annum to as much as 6 lakh tonnes in 1970-71.
These are sizeable quantities and if coastal shipping facilities are to be
provided for these, it will be necessary to ensure that the traffic in cement
at this ievel will continue for several years to come. Movement of cement
by sea has also the advantage of providing for return movement. How-
ever, the quantities likely to move by rail and by sea can be estimated
more precisely only after considering the comparative costs of production
and transport of cement in different regions and the likely pattern of pro-
duction and consumption over a period of 10 years or more.

O1L TwrarFIC

27. The total volume of oil products moving on the coast was about 3
million tonnes in 1963. Oil moves mainly from Bombay to Kandla and
Okha and to Coclun, Madras and Calcutta. Some oil also moves from
Visakhapatnam to Calcutta. The movement of oil by sea is cheaper than by
rail.  For instance, the freight rate from Visakhapatnam to Calcutta by rail
for non-dangerous petroleum other than kerosene oil is Rs. 61.90 per tonne,
Rs. 57 per tonne for kerosene oil and Rs. 108.10 per tonne for petroleum
dangerous, whereas by sea, the rate is Rs. 14 per tonne. The sea route is
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also more direct between certain ports than the rail route, as for instance,
between Bombay and Cochin.

As regards future movement of oil by sea, an important factor that
will affect the position is the projected location of refineries at Cochin,
Madras and Haldia (near Calcutta). These are the principal intake ports for
sea borne oil and it can be reasonably assumed that with new refineries
coming up at these places, the scope for the movement of oil by sea will
be considerably reduced.

GENERAL CARGO

28. Coastal traffic in general goods, that is, for commodities other than
coal, salt and cement, was more or less stationary between 1955 and 1960,
but has increased somewhat since 1961. The future scope for traffic in
general cargo on the coast will depend mainly upon the development of
industry and trade in and around the coastal towns and the extent to which
coastal shipping is able to attract traffic resulting from such development.
Coastal traffic in general cargo includes commodities such as fertilizers,
cotton, cotton piecegoods, hessian, tea, coir, structural steel, hardware,
rice etc. Table 8 on page 130 shows the comparative freight rates on
various items of general cargo by the rail-cum-sea and the all-rail routes.
For the purpose of calculation, it has been assumed that cargo moving on
the coast has also to be carried inland by rail (or road) over distances of
about 125 miles. For several commodities which are high rated on the
railways, rates on the railcum-sea route are lower than those on the
all-rail route.

29. For promotion of coastal movement of general goods it will be
desirable to take steps to establish through booking facilities for rail-cum-
sea movement of goods. Through booking facilities existed in the pre-war
period for certain traffic moving to Sind through the Port of Karachi to
the Kathiawar States through the Saurashtra ports and to Goa through
Mormugao. The Coastal Conference has been urging the creation of
through booking facilities for development of coordinated rail-cum-sea
services. We would urge early action on this proposal.

30. It is necessary also to cvolve rationalised sailing schedules with a
view to ensuring regular sailings and calls at as many ports as possible.
It has been stated by the Coastal Conference that the Conference lines
have been giving regular sailings as far as practicable and that the Con-
ference vessels have always served the peeds of ports which offer cargo
in quantities which may be considered economic.

31. The future of general cargo by the coastal route will depend to
some extent on measures taken for the economic and industrial develop-
ment of the coastal areas. There is a great deal of poverty in the coastal
areas and their accelerated development is itse a pational problem of
some siguificance.

LIPC/66—10
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Furure or COASTAL SHIPPING

32. The future role of coastal shipping has to be considered in relation
40 its overall national apd strategic importance. Coastal shipping has a
certain basic importance for a country like India with its geographical
position and its long coastline. In tumes of emergency, coastal shipping
may have a special role in national defence and economic strategy. While
these aspects deserve to be given weight in considering the future deve-~
lopment of coastal shipping, an essential determinant of the place of coastal
shipping as part of an integrated transport network in the country is its
comparative economics in relation to other modes of transport. From the
foregoing analysis, it is clear that the future expansion of coastal shipping
has to be planned with reference to a few selected commodities which
«constitute important components of coastal cargo, namely, coal, salt and
cement. These together account for the bulk of the traffic along the

coast.

33. As regards the future of coastal shipment of coal, in principle,
there is a good case for continuing shipment from the Bengal-Bihar coal-
fields to southern and western India at the level of abount 1.5 million
tonnes per annum subject to minor variations. In the existing conditions
costs of coastal shipping compare unfavourably with the railway costs
.except in the case of Tuticorin, Goa and Kandla. However, with the deve-
lopment of Haldia port and with suitable improvements in the design of
-ships, significant economies in costs of coastal shipping should be possible.
The policy for building up of coastal tonnage and programmes for giving
effect to it have to be based on long-term national considerations.

34. As regards traffic in salt and cement, in so far as this could be
carried by colliers in the direction of empty movement, it sl}ould consi-
derably help the economics of coastal shipping. The gua:}ntzes to be
moved by the sea route should be assessed after consxdem}g the com-
parative costs of production and movement in different Tegions of :d{e
country and changes in the patterns of production and consumption antici~

pated over the next decade or so.

35. The advantages of coastal shipping for the movement of‘ generz‘d
carpo will increase if steps are taken to arrange for through booking faci-
fities with the railways and the necessary facilities are developed at a
number of ports in the country. It would also be desirable to provide
for specially designed vessels suited for carrying general cargo .fron.x port
to port. Having regard to low incomes and standards of }mn;; in the
coastal areas, it is essential to evolve programmes for promoting economic
and industrial development in these areas. General cargo services toucl.x~
ing on as many minor ports as possible could be encouraged and, to begin

with, such services might be organised for selected ports.
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Tae CoOASTAL SHIPPING INDUSTRY

36. A general problem which deserves careful consideration concerns
the future organisation of the coastal shipping industry. The shipping
tonnage on the coast is at present owned by a large number of shipping
cempanies. Although most of these companies are members of the Coastal
Conference, the Conference arrangement does mot provide adequately for
pooling of cargo or freight. It does not also provide for scheduled sail-
ings by member lines in any sector of the coast or for quotas for the mem-
ber lines for the movement of any commodity. Subject to certain restric-
tions regarding the size of vessels to be employed on the West Coast or
the Wider Coast, which have been imposed in order to protect the intor-
ests of small shipping companies, each member line is free to employ its
tonnage in any sector for the movement of any commodity it chooses.
Under this arrangement, frequently there can be wasteful competition bet-
ween member lines. There have been complaints of some companies
resorting to undesirable practices such as offer of private rebates to shippers
for canvassing cargoes. There have also been occasions in the past when
there was shortage of tonnage for the movement of essential commodities
like salt, timber etc., mainly because the shipowners were reluctant to
accept such cargoes when more paying cargoes were available on the
coast. The Conference arrangement does not also stipulate that the mem-
ber lines should retain any minimum tonnage on the coast, Under the
present arrangement there is lack of coordination between member lines
in programming their vessels. The absence of an evenly phased and co-
ordinated programme for the presentation of colliers has often led to bunch-
ing of vessels at Calcutta. This, in tumn, results in wastages of tonnage
owing to detention, losses to shipowners and disruption of the coal meve-
ment programme. Besides, it results in the wastage of the berthing capa-
city of the ports, as vessels may not be presented on those days which
are not favourable to the shipowners. Deficiencies in the ports, such as

there may be, are accentuated under the existing system of operation of
the coastal fleet.

37. Of the existing tonnage on the coast, more than 2 lakhs or nearly
55 per cent is more than fifteen years old. In addition to 25 ships with
a tonnage of 80,000 GRT already more than 20 yeass old, 34 more ships
with a tonnage of 127,000 GRT will become overaged by the end of the
Fourth Plan. In other words, during the course of next five years, as
much as 207,000 GRT would need to be replaced. Thus, even assuming
that a proportion of ships for the coastal trade are obtained second hand,
investment of the order of Rs. 30 to 40 crores will be necessary for main-
taining the present size of the coastal fleet in an efficient condition. Many
of the existing coastal shipping companies have obtained loans from
Government or from the Shipping Development Fund Committee and, in
the ordinary course, will find it difficult to secure resources for replacing
old shipe. It will be desirable for the Government to ensure that a certain

i
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minimum of tonnage is retained on the coast so that the requirements of
coastal traffic are not starved. At the same time, the composition of the
coastal fleet should be such that a proportion of the ships can be shifted
to overseas trade if there is not sufficient demand for them on the coast.
This will help to ensure efficient utilisation of the ships.

38. For an adequate coastal fleet to be maintained and employed effi-
ciently in national interest, it will not be sufficient merely to assure the
requisite cargo in commodities like coal, salt and cement. It is essential
also to consider whether important economies in capital cost and opera-
tional expenses will not be secured if, in place of as many as 27 com-
panies of varying size, many of them operating their small fleets in an
indifferent manner round the coast, a scheme for unified control and opera-
tion cannot be evolved with the cooperation of the industry. This could
take the form of a Corporation promoted by the Central Government to
which the Central Government and the existing shipping companies might
subscribe. The existing operators could then transfer their fleets to the
Corporation and receive, in tarn, shares equivalent to the current value of
their contribution. Adjustments could be made in respect of loans
advanced by Government or by the Shipping Development Fund Commit-
tee. A single Corporation operating the coastal fleet will be in a position
to secure fuller utilisation of the existing ships, provide regular services,
improve operational efficiency, both directly and through improvement of
facilities at the ports, and take steps to replace overaged ships. It is
certain that this will help improve the comparative costs of coastal shipp-
ing and facilitate coordination in rates and traffic with the railways. On
the analogy of the Indian Airlines Corporation, the Corporation could
also operate shipping services to neighbouring countries. Considerable
quantities of crude oil ate now being imported. This traffic is still mainly
carried by foreign ships. Progressively, the Corporation should endeav-
our to carry a larger share of this traffic. Since a part of the movement
of coal by sea is sustained by the Railways, if they so desired, the Railways
could also subscribe towards the capital of the Corporation. In the last
analysis, it will be by creating conditions in which coastal sea transport
can be operated more efficiently and at lower cost that it can become a
viable national industry. When the basic facts of the situation are clearly
established, in our view, it would be an error to let the coastal shipping
industry continue with its present unorganised and ill-equipped structure.



CHAPTER IX
PORTS AND HARBOURS

ExPANSION in port capacities has been among the most important aspects
of transport development under the Five Year Plans. India has a coastline
of about 5,000 kilometres and has seven major ports, 20 intermediate ports
and 150 minor ports. The total capacity of the major ports of Calcutta,
Bombay, Madras, Visakhapatnam, Cochin, Kandla and Mormugao is
expected to be around 57 million tonnes at the end of the Third Plan. The
capacity of the minor ports is reckoned at over 8 million tonpes. The
table below compares traffic handled at the major ports at different dates :

Table! : Traffic at major ports
(mitlion tonnes)
1950-51 1955-56 1960-61 1964-65

Calcutta ... 7.6 $-0 9.5 11-r
Bombay e 7-0 10-3 14-7 17-3
Madras e .. 2-2 2:4 3-0 4-4
Visakhapatnam . . 1-0 1.3 29 3%
Cochin . . , |, 1-4 1-6 21 2-8
Kandla ., , ., | 0-1 0-3 16 2-3
Mormugaoe . ., , .- . .. 66
total . . . . 19-3 23-9 338 48-4

2. In the main, port capacity has been developed under the Five Year
Plans in response to the new needs which have atisen a3 a consequence of
economic and industrial development. As will be seen from Table 2, while
increases in traffic in petroleum products and iron ore and other ores have
beca striking, there have been also substantial increases in the volume of
fertilizers and machinery handled by the major ports.

Table 2 : Changes in composition of traffic in

major ports
(miiltont tonnes)

1951-52 1964-65
foodgrains . . . . . 5-2 65
fertilizers . . . . B . . . 0-3 1-8
iron and steel and machimery . . . . . 0-6 2.1
l::oal N . . . . . . . 3-8 2-8
iron ore and other ores . . . . . . . 1-5 93
general cargo . . . . . R . R 6-9 9-6
petroleum  products . . . . . . 3-9 16-3
[T 7 T . . . . . . . N . 22-2 434
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Capacity for handling foodgrains has received critical attention during the
past year and is now reckoned at about 10 to 12 million tonnes a year.

3. Table 3 shows the distribution of traffic by commodities between
different ports in 1964-65.

Table 3 : Distribution of traffic between ports— 1964-65

(mullion tonnes)
port petroleam  ironore coal fertilizer/ food- ironaud gemeral  total
products and other rock gramns  steel and cargo
ores phos- machinery
phate
and
sul-
phur

0-9 1-8 0-1 1-7 1-0 3-8 11-1

Calcutta . 1-8

Bombay . 9-8 06 0-1 Q-8 2-3 5-8 229 173
Madras . 08 1-0 0-5 0-3 0-8 0-1 0-9 44
Cochin . 1-1 .. Q-3 0-3 0-4 0-1 06 2-8
Visekhapat-

nam . 21 0-5 01 01 0-4 0-1 0-6 3.9
Kandla . 0-6 0-1 .. 0-1 09 .. 06 23
Mormugao 0-1 62 . 0-1 . . 02 66
total 16-3 9-3 2-8 1-8 65 21 9:6 484

4. Prior to the Five Year Plans, investments in the major ports, special~
ly in Calutta and Bombay, were financed through market borrowings and
the internal resources of the Port Trusts. These two sources accounted
for almost the entire investment of Rs. 39 crores in Calcutta before the
First Plan. In Bombay, out of a total investment of Rs. 27 crores before
the First Plan, more than Rs. 20 crores were financed from borrowings and
internal resources. Under the Plans the pattern of financing has changed
markedly. Table 4 below shows that out of a total estimated investment
of about Rs. 111 crores in the older ports of Calcutta, Bombay and Madras
during the First, Second and Third Plans, Rs. 52 crores came from internal
resources and Rs. 58 crores were found through loans from Government
and international agencies, with market borrowings making an altogether

negligible contribution.
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Table 4 : Sources of port finance during the First, Second
and Third Plans
(Rs. crores)

Calcutta Borabay Madras Cochin  Visakha- Kandla Mor-  total

patnam mugao

loans from

Govwt. . 19-8 9-9 5-3 3.0 12-5 0-9 06 52-90
oans from

foreign

agoncies 191 . 4-0 . . — 08 23-9
market

borrowings 0-9 - - . - - 0-9
internal and

other re~

sources , 12-5 27-3 11-9 2-8 5-3 1-6 2:6 64-0

total 523 37-2 212 5-8 17-8 2-5 4-0 140'8

We are of the view that the Central Government should insist on Port
Trusts, specially in the larger ports, finding all the internal resources they
can for development. They should also be encouraged to seek loans
directly from the market and to this end they should receive the nmecessary
support from the Reserve Bank of India and the Government of India.
Loans from the Government of India should not constitute in the future
as large a proportion of tota! port finances as may have been necessary during
the period of accelerated development under the Five Year Plang when
substantial new capacities had to be established over a short period. Indeed,
as a matter of policy, Port Trusts should be expected so to manage their

operations as to be able to draw at least part of their capital from the
market.

5. Side by side with expansion in the capacity of the major ports, each
of the Plans has also provided for the development of selected intermediate
and minor ports. Among the ports at which significant projects have been
undertaken are Paradeep, Kakinada, Cuddalore, Negapatam and Tuticorin
on the East Coast and Porbandar, Bhavnagar, Okha, Mirya Bay (Ratnagiri),
Karwar, Calicut and Neendakara on the West Coast, Paradeep and
Mangalore are being developed into major ports. Porbandar, Mirya Bay

and Neendakara are being developed into all-weather ports. By the end
of the Third Plan, the total investment on Paradeep port will be about
Rs. 20 crores, at Mangalore and Tuticorin

over Rs. 9 crores and at other
intermediate and miner ports of the order of Rs. 19 crores.
) 6. There are several important questions of policy and approach in rela-
tion to port development in the Fourth Plan, These arise as much from
the nature of the expansion of capacities required as from the character of
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the investment needed. Table 5 below sets out traffic in 1964-65 under
major commodities at each port and that projected for 1970-71 :

Table 5 : Provisional estimates of traffic at major ports in 1970-711
(million tonnes)

major port petroleum iron and coal fertilizers, food- general total
products other rock grains  cargo
ores phos-
phate and
sulphur

Calcutta

1964-65 . . . 1-8 0-9 1-8 0-1 17 4-8 11

1970-71 . . . 2-8 3-2 2:0 17 2-3 6-9 18-9
Bombay

196465 . . 9.8 06 0-1 0-8 2-3 3.7 173

1970-71 . . . 6-9 0-3 - 1 1-2 7-1 16-5
Madras

1964-65 . . . 0-8 1-0 0-5 0-3 0-8 1-0 4:4

1970-71 . . . 3-5 3-2 0-2 0-8 0-4 1-5 9-6
Cochin

1964-65 . . . 1-1 . 0-3 0-3 0-4 0-7 2-8

1970-71 . . . 2-8 . - 0-8 02 2-0 58
Visakhapatnam

1964-65 . . . 2-1 0-5 0-1 01 0-4 Q-7 3-9

1970-71 . . . 1-5 6-6 . 05 0-1 1-0 9-7
Kandla

1964-65 0-6 0-1 . 0-1 0-9 0-6 2'3

1970-71 27 . 0-3 0-2 0-8 1-5 5-5
Mormugao

1964-65 . . . 0-1 6-2 0-1 0-2 6-6

1970-71 . . 0-2 6-3 08 0-4 . 0-6 8-3

total
1964-65 . . 16-3 9.3 2-8 1-8 65 117 484
1970-71 . . . 20-4 19:6 3-3 5-4 5-0 20-6 74-3

Yt will be seen that large-scale expansion of capacity is required for handling
iron ore, general cargo, petroleum products as well as fertilizers, rock phos-
phate and sulphur. In addition to the povision of the special facilities needed
and modernisation of port equipment for quick handling of bulk commodi-
ties, it will also be essential to secure all possible improvement in the
operational efficiency of the ports and in labour productivity. In each of the
major ports cfforts are under way in these directions. With the assistance of

1The estimates for 1970-71 are drawn from the report of the ‘Haldia Study Team.
For Bombay Port, the Bombay Port Trust has estimated the tikely trafiic for 1970-71 as
20- 7 milhion tonnes comprising 10 5 million tonnes of petroleum products, -3 m_:!hon
tonnes of iron and other ores, 03 mullion tonnes of coal, 1-0 mithon tonnes of fertilizer,
1 -6 million tonnes of foodgrains and 7-0 million tonnes of other cargo.
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the Central Labour Institute, the administrations of major ports have recently
initiated a study of labour productivity and incentives, so that the lessons
of experience in different ports may be applied more widely. The Minis-
tries of Transport and the Planning Commission have also initiated a special
case study of Visakhapatnam port from the aspects of management and
organisation, operational efficiency, financial management, labour produc-
tivity and development, so as to assist both this and other ports in working
towards higher levels of efficiency and service. This study is being under-
taken jointly by the Indian Insttute of Management, Calcutta and the
Mapagement Group of the Committee on Plan Projects, Planning Com-
mission.

7. To secure increases in cavacity required at the major ports, outlays
have to be undertaken under five main heads, namely :—

(a) Docks and berths, including dry docks, slipways and ship
repairing facilities and navigational facilities;

(b) Transit sheds and warchouses;
(c) Housing and social services;

(d) Equipment, including (i) floating craft, (ii) bulk cargo and:
other cargo handling equipment, (ili) workshop facilities, (iv)
other port equipment; and
(e) Development of conmnected rail and road capacities.

Various forms of equipment tequired by the ports, including cargo
handling equipment and floating craft, will in future entail even larger
investments than in the past. They account already for much of
the foreign exchange expenditure in port development. A technical com-
mittee set up by the Ministry of Transport is at present engaged in working
out standard specifications for certain selected port equipment.
We believe that the industrial and engineering capacitics available in the
country can be hamessed to much greater advantage than at present and,
if this is done, most of the equipment required by ports can be provided
within the country within a comparatively short period. This will not only
reduce foreign exchange expenditure, but will also ensure accelerated port
development. For this purpose, it is essential to strengthen the existing
technical arrangements available within the Central Government. In view
of the considerable volume of port equipment which is required for increas-
ing present capacities as well as for raising the level of efficiency in the
ports, we would urge that a special unit be established within the Depart-
ment of Technical Development to assist the Ministry of Transport, Port
Administrations and the industry in mobilising indigenous manufacturing
capacity for meeting the requirements of ports. To this end, Port Adminis-
trations should be enabled to prepare forward plans continuously for three
or four years ahead and place firm orders on indigenous manufacturers. It
would be worthwhile to explore the possibility of establishing groups of
manufacturers of different categories of port equipment and other related
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equipment and assist them with the balancing plants needed as well as the
minimum supply of components and spares.

8. In respect of works of different kinds which have to be undertaken,
such as eonstruction of docks and berths, provision of ship repairing facili-
ties and installation of navigational aids, considerable experience has been
gained in recent years in several of the major ports. On the whole, how-
ever, there is still excessive dependence on foreign consulting firms. Engi-
neering organisations in the Ports should be strengthened and each Port
Administration should be asked to_lay down a phased programme for this
purpose. In our view it is also essential to take steps to establish a central'
technical organisation which can assist the major ports in preparing designs
and specifications and in working out detailed project reports and will also
be in a position to assist State Governments in drawing up projects and,
where necessary, n supervising construction operations in sclected inter-
mediate and minor ports. Although it is conceivable that such an organi-
sation could be built up jointly by the administrations of major ports, which
are represented in the Inter-Port Consultations Committee, the meagre pro-
gress made in this direction during the past two years has led us to the
conclusion that the technical organisation we envisage must now be consti-
tuted directly under the Ministry of Transport. The office of the Develop-
ment Adviser under the Mimistry provides a nucleus for the technical orga-
nisation which we envisage but, as at present organised, it is clearly
inadequate. We regard the building up of an adequate technical organisa-
tion for port construction and development to be a basic national need and’
a matter calling for urgent action on the part of the Central Government,

9. During the past decade, extensive port construction and development
programmes have been undertaken, far exceeding those carried out during
the two decades prior to the Plans. The fact that the total traffic presently
handled at some of the major ports is below the estimated capacity suggests
that there are some reserves in the system which can be drawn upon more
adequately if port equipment is modernised, essential ancillary works needed
for raising efficiency undertaken and the necessary operational improve-
ments cffected. Generally speaking, it would be an advantage if the period
of rapid and accelerated construction now coming to a close could be
followed by a pericd of consolidation and efforts to improve operational
efficiency. At the same time new construction projects would have to be-
taken up. We would suggest that a port development plan should embody
schemes for increasing capacities as well as programmes for efficient utihsa-
tion of the capacities created.

10. Each port should have a long-term programme of development,
extending at least to a period of ten to fifteen years. The plan should be
supported by more adequate economic studies and projections than have
been available in the past. Ports like Calcutta, Bombay, Madras, Visakha-

patnam and Cochin should be equipped with economic intelligence units of
adequate quality so that, to a large extent, they are themselves able to
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undertake and prepare studies and projections and also to review them
critically from time to time. The hinterland of a major port extends well
beyond the State in which jt is situated. It is difficult for one major port
to evolve its long-term plan without reference to industrial and economic
developments affecting other major ports. It is, therefore, suggested that
the Ministry of Transport, in consultation with the Planning Commission
and the Ministries concerned, should initiate a concerted effort, in which
all the major ports should cooperate, for formulating a long-term plan for
port development for the country as a whole. Within this broad frame-
work, which will of course need to be revised at appropriate intervals, it should
be possible for each port to determine its own plan in fuller detail. As stated
carlier, the long-term development plan for ports should include not only
estimates of requirements on different assumptions and proposals for expand-
ing capacities and modernising equipment, but should also outline measures
for attaining steadily rising standards of efficiency in management and opera-

tion, the financial policies to be followed and building up surpluses for
future development.

11. By the end of the Third Plan, the total capacity of the major ports
will be three times their capacity at the beginning of the First Plan. In the
«case of older ports like Calcutta, Bombay and Madras, the capacity will have
tisen about twofold, but at Visakhapatnam, Cochin and Kandla, virtually
the greater part of the existing capacity represents new additions. A physical
programme of expansion on this scale must involve a large increase in the
demand for trained techmical and administrative manpower. The older
ports, specially Calcutta and Bombay, had built up a sizeable reserve of
trained personnel. Some of the personnel at other ports have been drawn
from these ports. Their own expansion has also made new and heavy
demands. Thus, in one way or another, all the ports now need to be better
equipped in the matter of personnel and organisation. Since conditions of
salary and opportunities for promotion in different ports vary widely, it is

now becoming difficult to-attract a sufficient number of persons with talent
and ambition to take up careers in the technical and administrative services
of major ports. Common systems of recruitment of officer cadres should
be evolved. For the higher levels of techuical and administrative person-
nel there should be some kind of common ‘pool’ jointly maintained by the
major ports. Such a ‘pool’ will provide all ports with trained and experi-
enced personnel to fill positions involving higher responsibilities. From
the aspect of efficiency of management, it is essential that a considerable
proportion of the top positions in the ports should be filled by individaals
who have spent the greater part of their careers working in the ports. The
‘pool’ which we recommend could also provide personnel to serve on depu-
tation with State Governments as Port Officers and as administrative and
technical officers at intermediate ports and the more important minor ports,
We hope the Ministry of Transport will take early steps to evolve a suitable
scheme in consultation with the Port authorities. In this connection, we
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would also stress the need for developing institutional facilities for harbour
engineering at the Indian Institute of Technology in Bombay, but such
facilities should be planned on a larger scale and utilised more adequately
than at present. There is scope also for close cooperation between the
major ports in providing in-service training programmes for various cate-
gories of personnel.

12. We have referred earlier to the increasing significance of efficient port
management in formulating and implementing plans for port development.
In this connection, we note that the Ministry of Transport and the Calcutta
and the Bombay Port Trusts have under examination proposals for bringing
about changes in therr accounting systems. It is important that costs of
various services rendered by port authorities should be known precisely and
that pert charges should be related to known costs. It is also essential
that each port shounld have a cell for pursuing programmes for reducing the
time taken and the costs incurred in different operations. Such a pro-
gramme must necessarily be undertaken with the support of labour and
should be based on efforts to raise.the level of labour productivity through
incentive schemes and other means.

13. There is one final aspect of port development to which we would like
to draw attention. It has frequently happeped that plans formulated in
relation to each Five Year Plan have been commenced and completed much
later than scheduled and, conmsequently, the relief they were expected to
provide was deferred, congestion and bottlenecks tending in the meanwhile
to be accentuated. It seems to us that development of port capacities and
efforts te increase operational efficiency should be regarded as continuous
processes. Essential port development schemes should be approved at the
earliest stage feasible and their execution expedited, so that the capacity
of the ports to handle traffic should be developed in advance of actual
need. Since ports may be called upon to deal with substantial volumes of
additional traffic at short notice and port development programmes take
considerable time to execute, at the larger ports, and specially in Bombay
and Caleutta (of which Haldia will be a subsidiary port), there should be a
fair smount of reserve capacity which can be drawn upon readily. In this
connection, we wish to express concern over the fact that there has been
already a measure of delay in iniffating advance action on several port
development schemes in anticipation of the Fourth Five Year Plan. We
would, therefore, suggest an early review by the Ministry of Transport, of
the position in all the ports, and specially at Bombay, Calcutta and Visakha-
patnam, so that appropriate action may be taken at an early date.



CHAPTER X
INLAND WATER TRANSPORT

InNDIA has a total length of about 13,500 kilometres of inland waterways, of
which about a fifth is navigable by steamers. Inland water transport services
are operated at present mainly in Assam, West Bengal, Bihar, Orissa, Kerala,
Andhra Pradesh and Madras. The introduction of steam navigation in the
north east region of India m the early part of the nineteenth century gave a
strong fillip to water transport and assisted in the development of a number
of industries. In the latter part of the century, with the development of
railways, diversion of waters from the rivers for irrigation and deforestation
on the hilly ranges leading to erosion and accumulation of silt in the rivers,
the comparative importance of inland water transport diminished somewhat.
The Industrial Commission (1916) drew pointed atte®tion to the need to
improve the existing waterways and recommended the creation of a Water-
ways Trust. However, no sustained efforts were made to maintain and
improve the waterways and there was no coordinated development of inland
water transport and other means of transport. Nevertheless, in spite of
adverse factors, inland water transport continued to have an important role
m regions in which it offered natural advantages, as on the Brahmaputra
and the Ganga in the north east region, in Kerala and in the deltas of the
Krishna and the Godavari. In recent years, interest in the possibilities of
inland water transport in India has revived because of the need to utilise all

the available transport facilities for meeting the growing transport require-
ments of the country.

2. The Central Government has exclusive legislative jurisdiction in res-
Pect of navigation by mechanically propelled vessels on such inland water-
ways as may be declared by Parliament to be National Waterways. Some
proposals are presently under consideration in this connection. Navigation
by mechanically propelled vessels on waterways other than National Water-
ways is a concurrent subject. Navigation on all waterways by vessels other
than mechanically propelled vessels falls within the State List. The States
have exclusive legislative powers to impose taxes op goods and passengers

carried on all inland waterways. The executive authority for all inland
waterways also rests with the States.

3. The problems of inland water transport in different regions in India
were studied by the Inland Water Transport Committee (1959). The
Committee drew attention to the almost complete absence, both at the Centre
and in the States, of expert technical organisations conversant with and hav-
ing practical experience of the complexities of inland water transport, The
Committee, therefore, recommended the creation of an adequate technical
organisation at the Cenire. It suggested that while the actual execution of
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inland water transport projects might be left to State Governments, who
would be in the best position to provide direct supervision, responsibility
for investigations and planning, coordination and overall control as well as
the financing of inland water transport projects should be undertaken by
the Government of India for at least ten years. As an immediate objective
there should be concentration on regions where inland water transport faci-
lities had and would continue to have an essential role. The Committee
referred to the contribution of country boats and proposed measures for
arresting their declme. Recommendations were also made for making the
operation of ferries safer and more efficient.

DEVELOPMENT UNDER THE FIRST THREE PLANS

4. The main developments under the Five Year Plans can be briefly
stated. During the First Plan, the Ganga Brahmaputra Water Transport
Board was set up as joint venture of the Central Government and the
Governments of Uttar Pradesh, Bihar, West Bengal and Assam. Its objzct
was to coordinate the efforts of the participating Government in develop-
ing water transport on the Ganga and Brahmaputra systems and to carry
out pilot projects to test the feasibility of operating modern craft in shallow
waterways.

The more important projects taken up during the Second Plan included
construction of an inland port at Pandu (Gauhati), extension of the West
Coast Canal from Badagara to Mahe in Kerala and certain navigational
works on the Damodar Valley. Provision was made for experimental
dredging of the Buckingham Canal in Andhra Pradesh and Madras.

The Third Plan included the establishment of an organisation at the
Centre to provide tcchnical advice and guidance on the development of
inland water transport. The programme also provided for the completion
of the inland port at Pandu and of the navigational works on the Damodar
Valley Corporation Canal. The Third Plan included schemes for a pilot
towing project to be undertaken by the Ganga-Brahmaputra Board in the
Sunderbans, purchase of dredgers and launches for Sunderbans and Brahma-
putra, improvement of the foreshores at Gauhati, and provision for training.
Extension of the West Coast Canal in Kerala and improvement of the
Taldanda and Kendrapara Canals in Orissa to facilitate export of iron ore
through Paradeep formed part of the plans of the two States.

PROBLEMS OF DEVELOPMENT

5. Problems of development of inland water transport have to be cogrsi-
dered in different regions separately according to the pature of the waterways
and the conditions of traffic available in each region. Waterways offer a
cheap means of transport, particularly for certain kinds of traffic, both over
long and short distances. The most important factor in the economics of
waterways is the relatively low proportion of track costs. Waterways being



144 TRANSPORT POLICY AND COORDINATION

provided by nature, the track costs comprise mainly costs of prcventin_g
the siltation and maintaining navigability. In the interest of overall economic
development and utilisation of available communication facilitics, it is
important that the waterways potential of different regions should be put to
productive use. Advantage should be taken of recent technological advances
to achieve possible economies offered by this natural mode of transpert, for
instance, of better mechanically operated craft with greater power and capa-
city to move traffic in bulk, ;

6. Development of inland water transport has to be viewed in each region:
in the context of integrated regional transport plans within the framework
of the transport plan of the country as a whole. It is of the utmost import-
ance that in each region, to the extent necessary, water transport services
should be fully coordinated with the services provided by the railways and
by road transport. In the first place, where waterways run paralle]l to railk-
way and road systems, it is necessary to have policies and programmes sueh
as would ensure optimum distribution of overall traffic and maximum bene-
fit being derived from each mode of transport from the point of view of the
economy as a whole. Secondly, where inland water transport, either by
tiver ot canal, has to be combined with rail or road transport to serve places
located away from the waterways, it is necessary to find ways of reducing
the time and cost of transhipment between waterways and other medes of
transport.  For, often, it is these costs of transhipment that prevent full use
being made of waterways.

7. To ensure development of waterways potential where natural condi-
tions are favourable, it is necessary to work out long-term plans, keeping
in view a perspective of at least ten to fifteen years. These plans should
take a coordinated view in each region of waterways and other transport
services against projected traffic requirements. These requirements have to-
be assessed in terms of the likely industrial and agricultural development in
the region. A beginning .with the setting up of an organisation for inland
water transport has been recently made by the Ministry of Transport. If
this organisation is adequately developed, it should be possible for the-
Centro to assist the States in evolving suitable plans for future development.
These plans should not merely be in the nature of technical schemes, but
should consider costs of development and maintenance of waterways, choice
of craft, organisations for operating waterways services and policies as well’
s measures to ensure that related transport services operate on a comple-
mentary basis. It is conceivable that, having regard to initial costs of
development, some of the waterways may not be financially viable at least for
@ period. Efforts, therefore, should be made to work into the plans of
regional development of waterways principles and methods of direct or
indirect financial support to be given to waterways services, say, for a peried
of five years or so. The necessary resources for development should be
provided under the Five Year Plans. In view of the considerable lag in the
development of waterways which has occurred over nearly two decades, it
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will be necessary to provide resources on a fair scale in the Fourth Plan so
that the impetus given may yield early results.

WATERWAYS IN THE NORTH EAST REGION

8. The north-eastern region is served by the Brahmaputra river system
which is of central importance in the economy and transport of the Assam
region. Out of a total annual traffic of about 2.5 million tonnes between
Assam and Calcutta, water transport accounted in recent years for about
one million tonnes. The State of Assam and other adjoining territories are
linked with the rest of the country through a narrow strip of territory. The
railway and road systems serving the region are exposed to floods and their
maintenance presents considerable difficulty. Waterways in the region run
along the main drainage line and are, therefore, less susceptible to disrup-
tion by floods. However, the river has problems such as seasonal fluctua-
tions in discharges and instability of channels and banks. Also, since the
principal waterway link between the region and the rest of India passes
through East Pakistan, operations in this waterway are affected from time to
time by the state of relations between India and Pakistan.

9. The principal inland water transport operator in the Assam region,
the River Steam Navigation Company (formerly India General Steam Navi-
gation Company) has long operated inland water transport services not only
between Calcutta and Assam in the Brahmaputra river system, but also
between Calcutta and Bihar and Uttar Pradesh in the Ganga river system.
Even after partition, the Company has been carrying about two-thirds of
the water-borne traffic of Assam, Cachar and Tripura, the remaining traffic
being carried by other operators in the region. On account of several
factors which adversely affected the economics of operation of the Company,
particularly over recent years, the Company has been running into heavy losses.
Early in 1965, the Government of India took over the Company by acquir-
ing majority participation mn its capital. Following the recent conflict with
Pakistan, for the time being the Company’s operations are restricted to
waterways situated in Assam.

10. Over the past three years several important developments have
occurred in the north east region and these are likely to transform the trans-
port system of the region. The broad gauge line has now been extended to
Bongaigaon and further to Jogigopa on the northern bank of the Brahma-
putra. National Highways, both on the northern and the southern banks
of the river, have been developed and, with the completion of the Lateral
Road and other connecting roads, the road network of the region will be
considerably strengthened. With these facilities established, even more
than in the past, inland water transport has necessarily to be viewed as an
integral part of a composite transport network serving the region as a whole,
Except for the recent construction of the broad gauge line to Jogigopa, the
railway system in the Assam region consists entirely of the metre gauge.
Plans for development of an inland port at Jogigopa have already been
LIPC/66—11
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finalised and are to be put into execution shortly. At Pandu (Gauhati), an
inland port has been developed under programmes taken up in the Third
Five Year Plan. After the emergency in 1962, the Government of India
set up the Central Road Transport Corporation, which operates goods trans-
port services both within the Assam region and between Assam and Calcutta.
The various developments outlined above suggest a role for inland water
transport which may be somewhat different in scale and purpose from that
in the past.

11. Problems of transport in the north east region are being studied at
present with a view to evolving an integrated transport plan for the region
as a whole. A transport survey for the region is already in progress. The
broad lines on which plans have to be worked out can be briefly stated.
Railways and waterways are the two most important means for transporting
goods from and to Assam. Road communications are also of great import-
ance but, for moving goods, they provide essentially a service complementary
to rail and river transport. While railway services on the metre gauge Ine
could be made self-contained, the broad gauge services have necessarily to
be integrated with waterways and road services. Traffic terminating on the
broad gauge Line at Jogigopa has to be carried further inside the region by
waterways and road services. Similarly, certain types of traffic originating
1n the region such as are intended for destinations 1n India on the broad gauge
railway system could best be carried up to Jogigopa by road and river. The
traffic in respect of which integrated transport services have specially to be
organised will consist largely of jute, tea and wax in the outgoing direction,
and cement, foodgrains, fertilisers and salt.in the incoming direction. In
order that rail, road and water transport scrvices function as parts of a com-
posite transport metwork in the region, it will be necessary to work out
arrangements for poohing theirr operations and also to have facilities like
common booking and transhipment and through freights and fares. Having
regard to the location of Assam and other adjoining States in the north east
region, it is of the utmost importance that costs of transport of essential goods
moving from or to the region are kept to the minimum. It is from this
point of view that it will be desirable to work progressively towards a scheme
of pooling of rates and fares, and to consider possibilities of cross-subsidisa-
tion of different transport services so that, over a period, as the economy of
the Assam region develops, the system can pay for itself. Plans for the
development of waterways have to be thought of in this wider perspective.
We stress this approach because we think that, even apart from the specific
question of inland water transport, it is an imperative condition for the
successful and rapid development of the economy of the Assam region that
costs of transport should be reduced to the extent possible, This should,
therefore, be the common focus of policy for all the transport services in
the region, whether these are operated by Central or by State agencies.

12. Two questions which nced to be constdered in the context of develop-
ment plans for waterways in future are (a) arrangements for conservancy
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of river system, and (b) organisation for development and maintenance of
waterways. Having regard to the nature of conservancy work involved in
the Brahmaputra and its tributaries, and, for that matter in other major
river systems in the couatry, overall responsibility for conservancy should
be accepted by the Central Government. It will be necessary to ensure
systematic study of the methods of river training and conservancy, the
improvements needed, the capital required for conservancy works, and the
organisational arrangements which may be required. The costs of conser-
vancy have to be carefully worked out. In addition to the technical organisa-
tion at the Centre, it will be essential also to have an adequate organisation
at the State level, and to assign to it effective responsibility for developing
and maintaining the waterways in the region.

THE GANGA RIVER SYSTEM

13. The Ganga river system which, excluding the Hooghly, is navigable
by boats over a length of more than 2000 miles, has been from times imme-
morial an important route connecting upper India with West Bengal. On
account of several developments since the latter half of the 19th Century,
such as the coming of railways and the building of road networks and, more
recently, the Partition of the country which broke off the direct link of this
waterway from Calcutta, the importance of Ganga from navigation point of
view has been greatly reduced. The Joint Steamer Companies which con-
tinued to operate services between Calcutta and Patna via East Pakistan
route, even after Partition, had to close their services in January 1958
because of losses involved in operating the services. Experimental services
in the river Ganga between Buxar and Rajmahal have becn operated in
recent years with the help of specially designed shallow-draft vessels by
the Ganga-Brahmaputra Water Transport Board. The experiments con-
ducted by the Board established the technical feasibility of push-tow services
operated by shallow craft on the river Ganga. It has, however, not been
possible yet to organise services on a commercial basis and experimental

services have recently been discontinued.

14. In 1962, on account specially of shortage of the railway capacity
for movement of coal to upper India, the Government of India evolved -
proposals for development of services in the river Ganga. These, however,
could not be carried through. The World Bank Team which studi=d trans-
port problems in some detail 1 1963-64 examined the feasibility of coal
transport by waterway on the Ganga and came to the cooclusion that the cost
of moving coal by the river route in the region was much higher than by
because, in the case of water transport, coal had first to be
transported overland by other means of transport. The Stufly Te‘am,
however, suggested consideration of the possibility of organising river
services for other commodities. FEarlier in 1959-60, on behalf of
the Ganga Brahmaputra Board, the National Council of Applied
Economic Research had conducted a detaifed survey of traffic

rail, principally
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potential on the river Ganga between Allahabad and Rajmabal and also on
the river Gogra between Daurali and its confluence with Ganga. The survey
disclosed a traffic potential of about 200,000 tonnes per annum on these
rivers. According to the survey, traffic of this magnitude could be develop-
ed on these rivers if certain facilities were provided, such as maintenance of
the navigable channel, landing ghats and connecting road links, etc, The
Government of Bihar have had_under consideration proposals for organis-
ing commercial services on the river Ganga. It is to be hoped that the detail-
ed plans for the development of these waterways will be evolved in the
near future,

15. As in other regions, development of the waterways in the Ganga
aad its tributaries has to be considered as part of the overall transport system
in the region through which these rivers flow. The railway and road trans-
port systems in this region, no doubt, are developing fast. It should be
possible to supplement them to an extent by harnessing the potential of
waterways in this region. Having regard particularly to the needs of the
relatively undeveloped areas such as Eastern Uttar Pradesh and North Bihar
served by these rivers, we hope that plans for developing navigation in the
rivers will be drawn up and integrated with the general economic develop-
ment plans of comparatively less developed areas in which every resource
offered by nature needs to be stretched to the maximum advantage. It is also
necessary to dovetail these plans with programmes for development of indus-
tries based on natural resources available in the region and decisions on the
locations of these industries should take fully into account the potential uses
of waterways. The success of plans for development of inland services 1n
the Ganga river system will depend, in a large measure, on the feasibility of
maintaining navigable channels in the rivers, a serious problem in this connec-
tion being bank erosion. River training works and adequate conservancy
arrangements are, therefore, of great importance.

The construction of the Farakka Barrage and the connected develop-
ment of the river Bhagirathi provide an entirely new perspective for the
development of waterways in this region in so far as these works will make
it possible to connect the river Ganga with the Hooghly through Bhagirathi
by the direct route passing through Indian territory. With this in view, it
is necessary to make a fresh appraisal of the potential of the all-India
waterway between Calcutta through Patna and Uttar Pradesh. Technical
and economic problems connected with this development should be considered
as part of this appraisal,

WATERWAYS IN KERALA

16. Next only to the northeast region, inland water transport has
the most important role in Kerala, where natural facilities of inland naviga-
tion are provided by lakes and backwaters sprawling along the West Coast.
Canals have been built artificially to connect the backwaters with one
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another, the most important among these being the West Coast Canal which
runs over a distance of about 480 kilometres along the West Coast except
for a missing link of about 50 kiometres. Inland water transport services
in Kerala, however, are largely provided by traditional country boats called
valloms. Tt is only the section between Cochin and Quilon on the West
Coast Canal which is at present suitable for operation of powered boats.
Some of the more important centres of commerce and industry in the State,
pamely, Ernakulam, Alleppey, Quilon and Trivandrum are situated along
the waterways. It is estimated that about 1.5 million passengers and over 2
millien tonnes of goods traffic are carried by waterways every year. The
goods traffic consists mainly of agricultural products like coconut, food-
grains, timber, rubber and industrial raw materials and manufactured good.
Of the total goods traffic in the State, about one half is estimated to move by
water, the rest being distributed between road and rail. The State Govern-
ment set up a Water Transport Corporation in the State in April 1958
which took over passenger boat services operating between Quilon and
Emakulam. For several reasons, chief among these bemng the heavy expen-
diture on crew and staff, the Corporation incurred losses amounting to” over
Rs. 22 lakhs over a period of about 5 years between 1958-59 and 1963-64.
"The Corporation was abolished in March 1965. Arrangements to set up
a fresh organisation to take its place are under consideration.

17. Inland water transport in Kerala has certain natural advantages in
so far as the backwaters provide navigable channels which do not involve
much expenditure on maintenance. These backwaters link up with various
ports on the coast, so that goods can be transhipped directly from the boats
to the ships. An important problem of development of waterways in
Kerala is to make them navigable by powered craft and to introduce techno-
logical improvements with a view to reducing costs and improving the eco-
nomics of inland water services. An essential step is to build up a suitable
organisation which can undertake responsibility for developing and mainfa.in-
ing the waterways, including introduction of better craft and for organising
and assisting boatmen with a2 view to enabling them to provide services on
a commercial basis. In association with the Directorate of Inland Water

Transport at the Centre, this organisation should work out detailed plans

for the development and operation of waterways as an integral part of the
ing a period of ten to fifteen years

transport system in the State covenn
WATERWAYS IN OTHER REGIONS

18. Some of the other regions in which waterways offer a _potential
source of navigation to be developed turther are : (1) Goa, (2) Orissa, (3)
Andhra Pradesh, (4) Madras, (5) Maharashtra, (6) Gujarat and (’," ) West
Bengal. The river and canal ‘systems in Goa have been used trad:'tlonally
for carrying iron ore from the mines to Mormqgao port. Iron ore is tran-
shipped from boats direct to ships and this accounts for substantial
economies in the cost of handling iron ore. Of the total quantity of about
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6 million tonnes of won ote being exported through Mormugao annually,
as much as 5 million tonnes is carried by boats. A detailed project for the
development of Mormugao port is now under preparation.  Along with this
project, it is necessary to prepare a plan for the development of waterways

with a view to realising their economies in the transport of iron ore to the
maximum extent posstble.

19. In Orissa also waterways have been used on a limited scale for carry-
ing iron ore for export through Paradeep port. The Mahanadi river and
the Taldanda and Kendrapara canals, constitute the main waterways.
Some works were undertaken in the Third Plan on these waterways with
a view to given effect to a programme for export of 5 Jakh tonnes of -
iron ore annually through Paradeep. However, Paradeep has since been
developed as an all-weather port with alongside facilities and an €Xpress
highway which will provide a direct road link from the mines to the port
is about to be completed. The future of waterways, particularly from the

point of view of export of iron ore through Paradeep, has to be assessed
afresh in the context of these developments.

20. In Andhra Pradesh and Madras, experimental dredgwing is being done
with a view to drawing up a plan for making the Buckingham Canal navi-
gable by powered craft. In Andhra Pradesh, the Krishna and the Godavari
delta canals provide the vital lines of communication connecting the Kakinada
and Masulipatnam ports and suggestions have. been made for development
of these waterways. In other States also, particularly Maharashtra and
Gujarat, there are waterways whose potential could be developed further.

In Rajasthan, the economic feasibility of providing navigation in the new
Rajasthan Canal is under study.

21. In West Bengal, the Damodar Valley Corporation Canal which
extends from Durgapur to the Kunti river at a distance of about three kilo-
metres from 1ts confluence with the Hooghly, was built primarily for flood
control and irrigation but was also designed for pavigation. Operations en
a limited scale have already been started in the canal, Measures have to
be considered for utilising the potential offered by the canal.

22. In this chapter we have attempted briefly to indicate the more im-
portant directions for the development of waterways in the country and the
lines along which detailed projects may be formulated for the Fourth Five
Year Plan. The broad approach we have suggested is that development of
waterways should be viewed as an integral part of the overall transportation
system 1n each region and plans should be drawn up for development of
waterways in the perspective of developments in other fields anticipated over
the next ten to fifteen years. These plans should provide not merely for
development and maintenance of waterways, but also for orgamsation of
waterways services on a commercial basis, including technological improve-
ments, such as choice of better craft and measures to assist boatmen and

«
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coordinated operation with other transport services. In this context we wish
to stress the need to rehabilitate boatmen by taking concerted measures to
improve country boats and develop an expanding industry for manufacture
of impioved types of boats. Resources for carrying out these tasks should
be provided under the Fourth Five Year Plan.



CHAPTER XI
PIPELINES AND ROPEWAYS

To A considerable extent, gencral transport services such as rail trans-
port, roads and road transport have to be provided in anticipation of require-
ments and serve to strengthen the development process as a whole. However,
with the growth of industry, even in regard to these aspects of transport,
more specialised needs emerge. These may be for particular types of rolling
stock or motor vehicles or for higher road specifications. A still greater
degree of specialisation in the provision of means of transport is represented
by such comparatively recent developments as pipelines, ropeways and con-
veyor belts which are directly related to certain spectfic needs. Such specialis-
ed methods of moving certain commodities in bulk follow directly from
developments like movement of crude oil, oil exploration, oil refining and
petrochemical mdustries. In these, the industnial objectives m view, suit-
ability of particular modes of transport and their relative capital and operating
costs determine the manner in which the transport needed is provided. It
is, therefore, easy to see why in India pipelines have come into increasing
use in recent years and also the reasons for the larger role they may be ex-
pected to play in the future.

2. Experience in other countries has also been similar.! In the United
States, for instance, oil pipelines carried over 10 per cent of the total inter-
city freight in 1950 and carried more than 17 per cent in 1960. Projections
for future years suggest that the proportion of the total freight carried by
oil pipelines may well be of the order of 20 per cent in 1980.2 In Eastern
Europe also there has been considerable development of pipelines. Crude
oil from the Urals moves by pipeline over a distance of some 4,500 kilo-
metres through Poland aod East Germany to Hungary and Czechoslovakia.

3. In India, the principal pipeline projects so far executed or uader way
fall into four groups:

(i) The Naharkatiya-Nunmati-Barauni crude oil pipeline, (1152
kilometres) constructed at a cost of about Rs. 41.45 crores,

) including foreign -exchange cost of Rs. 15.29 crores
(i) The Gauhati-Siliguri product pipeline, (420 kilometres) con-
structed by the Indian Oil Corporation at a cost of about Rs. 7

1“1t (pipelme) provides a means of substitutin oil
of coal and other fuel a wheeled vehicles, especiauygbylr:ig
:l;;g:saigtny ooff plpﬁ amz n the ea«;? 1<3f installation and operat:
pipehne transport d
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.
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€ are important potentials for
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) v g countries Lies i t

;?r‘t‘ ;1'3; Tl%sl‘cgﬁ‘rl\lc: t;.er'rrxglnéuto be éﬁac:lcall{ unaffected by wca‘tl;;c::ea‘f's; ?3 }?zr;(:sgat::;:

m products at low umt costs Where vol i
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(Wil{l‘:d Owen, “Strategy for Mobility”, The Brookings Institution, 1964, Page 106r;

of B Landsberg, Fischman and Fisher Resources in America’s Future : h'tt
Squirements and Avaifabilities: 1960-2000 {1963), Page 141. ’ e
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crores, including foreign exchange cost of Rs. 1.7 crores.

(iii) The Haldia-Barauni-Kanpur pipeline, being constructed by the
Indian Oil Corporation. The section between Haldia and
Barauni (530 kdometres) has been completed as a two-way
pipeline, carrying crude from Haldia to Barauni and petroleum
products from Barauni to Haldia. The section between Barauni
and Kanpur (680 kilometres), which will carry petroleum pro-
ducts from Barauni refinery, is expected to be completed early
in 1966. The total cost of the project is estimated at about
Rs. 26 crores with foreign exchange component exceeding Rs. 10
crores.

(iv) The Gujarat pipeline system, providing for movement of oil
from Ankleshwar and gas from Cambay, comprises gas lines
between Cambay and Dhuvaran (26 kilometres), between
Ankleshwar and Uttaran (42 kilometres), between Ankleshwar
and Baroda (98 kilometres), a crude pipeline between Anklesh-
war and Koyali (98 kilometres) and a product pipeline between
Koyali and Ahmedabad (120 kilometres). The project is near-
ing completion. Its total cost is reckoned at Rs. 6.68 crores
with foreign exchange component of Rs. 1.79 crores.

4, Investment costs of pipelines and costs of operation vary with the
size of the pipeline, the length, the area to be served, throughput volume
and products to be carried, and balancing tanks or storage tanks required at
either end of the pipebne and at intermediate offtake points. Pipelines entail
heavy fixed costs, but their operating costs are low, average costs per tonne
kilometre depending largely on the throughput. Given adequate volume of
traffic, transportation through pipelines is reckoned to be more economical
than through other modes. Pipeline capacity can be augmented through
installation of boosters. However, since pipelines must be used for specific
products, it is important that projections of future traffic requirements should

be made with special care.

5. Indian experience in the working of pipelines is yet too sl!ort to thrfyw
up data regarding actual operational costs In view of the capital intensive
character of investment in pipelines, we suggest that the Ministry of Petroleum
and Chemical Industnies should make an early appraisal so as to establish
cost data which may provide guidance 1n future projects. Even

erience gained so far is limited, it should still be possible
e time of taking the initial

operational

though the exp
to verify the assumptions and estimates made at th
investment decisions and to set appropriate norms for future development

and operation of pipelines. Such an appraisal will als‘o suggest ways of
keeping down capital and operational costs and ensuring the c.orfdmons
necessary for optimum utilisation. Where the movcmem'mv.o}vcd is in tng}k
and its direction reasonably fixed over a long period, pipelines are r.eadxly)
believed to be the most economic means of transport for carrying oil _and
gas, but certain other aspects may require greater consideratiop m the %:gl.lt
of actual experience. For instance, in respect of product pipelines, it is
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Dot enough to comsider movement in bulk from the refinery to a prescribed
destination. Distribution costs in relation to various consuming centres
should be assessed and an attempt made to ascertain the cost to the economy
as a whole. Again, in comparing the economics of pipelines and rail or
road transport, in given situations, it may be ;mportant to assess the extent
of capacity already available and the desirability of putting existing invest-
ments to full use. The fact that the foreign exchange costs of pipelines are
likely to be heavy for a long time to come is also a pertinent consideration.

6 Pipchnes will have a significant role in India in the case of petro-
chemical industries and of fertilizer production. The World Bank Study
Team on Coal Transport investigated the relative costs of carrying coal by
rail-and by pipeline. The conclusion reached by them was that while, in
certain special “situations in which rail facilities are not available, pipelines
might be economical for distances between 60 and 225 kilometres, speaking
generally, rail costs were likely to be lower. It has been suggested that
there might be some scope for the use of pipelines to supply coal from washe-

ties to nearby steel plants and power houses. This aspect deserves closer
investigation.

7. Ropeways are used mainly for carrying bulk materials like sand,
coal, stone, ore etc. They are suitable for comparatively short hauls over
terrain where construction of roads or provision of other transport is either
not feasible or is too expensive, provided also that there is a steady flow
of material to be moved. The initial cost of construction of ropeways is
high compared to other modes of transport, but rurning costs are cheaper
because their normal working and care require less manpower than other
modes of transport. In the eastern region there are at present 28 ropeways
with a total length of 120 kilometres and installed capacity of 2,447 tonnes
per hour, the largest capacity being in the districts of Dhanbad in Bihar and
Burdwan in West Bengal. In these latter districts, ropeways are used
for transporting sand from the bed of Damodar river to the various collieries
for back-stowing and for moving coal from the collieries to rail-heads for
loading into railway wagons. Of the total capacity of ropeways, 71 per
cent is for carrying sand, about 16 per cent for iron ore, about 11 per
cent for coal and the rest for bauxite and other commodities. The total
annual capacity of the existing Topeways in the region is estimated at 12
million tonnes, the traffic now carried being of the order of 8 million
tonnes, Thirteen more ropeways with a total capacity of 4,640 tonnes
per hour and a total length of 205 kilometres are expected to be commis-
sioned by 1969 in the Jharia and Raniganj coalfields,, their total estimated
cost bemg Rs. 24 crores. It is reckoned that when these TOpeways are
instalied, the total capacity of ropeways in the eastern region will rise to
7:000 tonnes per hour or 33.5 million tonnes per annum. In view of the
high capital cost and the large foreign exchange component, the economic

feasibility of the costher ropeway projects should be examined closely before
approval is given.



CHAPTER XII
AIR TRANSPORT

THE WORLD over, expansion of civil air transport has been in the main
a post-war phenomencn. During the period 1948-63, passenger kilometres
flown by domestic and international air services of member countries of the
International Civil Aviation Organisation increased from 21,000 to 147,000
million. Passenger kilometres flown by Indian air services increased from
284 million to 1689 mullion, India’s share m the world total being 1 35
per cent in 1948 and 1.2 per cent in 1963. Over the same period freight
carried by air increased from 420 miflion ton kilometres to 3270 miilion.
Tha share of air services registered in India increased from 5 million ton
kilomctres to 53 mil'ton or from 1.2 per cent to 1.6 per cent of the world
total. Though, in comparison with world totals and developments in other
large countries with a considerable internal network, the progress of
Indian air services has kept pace, the actual magnitudes of traffic are stll
comparatively modest. This is secen from the table below :

Table 1 : Total scheduled services (domestic and international)—volume of traffic!
(in millions}

Index 1948=100

Passenger traffic Pa.senger kilometres

1948 1958 - 1963 1948 1958 1963
Worldz 21,000 85,000 1,47,000 100 405 760
Untted States . 12,698 50,698 81,048 100 399 638
Canada . . 596 3,232 5,785 100 542 971
Australia . . 1,049 2,189 3,892 100 209 3n
Brazil . . 677 2,438 3,080 100 360 455
India . . . 284 864 1,689 100 Jo4 595

Cargo ton-kilometres
Freight

World! . . 420 1,670 3,270 100 398 779
United States . 233 863 1,662 100 370 713
Canada . . S 32 T4 100 640 1480
Australia . . 257 63 94 100 252 376
Brazil . . 31 87 1t 100 280 358
India . . 5 31 53 100 620 1,060

2. Domestic air services are operated by the Indian Airlines Corpora-
tion, but there are also nine small air companies which operate non-
scheduled services in different regions. International air services are
operated by Air India. Air India’s fleet consists of 8 Boeings. The Indian
Airhnes Corporation, having been constituted in 1953 out of a number

1.Source.—VUnited Nations Statistical Year Bock, 1964.
2Includes member countries of the International Civil Aviation Organisation.
185
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of separate companies operating a variety of aircraft, needed time to build
up a fleet composed of a few standard types suited to different categories of
operations undertaken by the Corporation. In March 1965, the fleet of
Indian Airlines consisted of 4 Caravelles, 12 Viscounts, 10 Fokker
Friendships, 3 Skymasters and 36 Dakotas. As at present envisaged, by
the end of the Fourth Plan, the Corporation’s fleet will comprise 10 Cara-
velles (or Caravelle types of aircraft), 11 Fokker Friendships, 7 aircraft to
replace Viscounts and Skymasters, and 15 Avros and 15 small feeder route
aircraft,

3. Air India and Indian Airlines together had in 1964-65 a total capa-
city of about 487 million tonne-kilometres and carried nearly 1.5 million
passengers. 'They flew 2,097 million passenger kilometres and carried
about 59 million tonne-kilometres of cargo. Table 2 below gives statistics

separately for Air India and Indian Airlines for the years 1955-56, 1960-61
and 1964-65 :

Table 2 : Indian air services—capacity and operations
total traffic index
1955-56  1960-61 1964-65  1955-56 1960-61  1964-65
Avallable tomne-kilometres (millions)

Air India . . 56-1 161 -4 328-6 100-0 287-7 582-2
IAC . . . 84-3 113-1 157-0 100-0 134-2 1862
total . . 140-4 274-5 4856 100-0 195-5 345-9

Passenger kilometres (millions)

Airlndia . . 248-0 582-6 1139-8 100-0 234-9

460-0
IAC . . . 338-0 614-0 9576 100-0 1816 283-3
total . . 586-0 1156-6  2097-4 100-0 204-1 357-9
Passengers carried (thousands)
Airlindia . . 56-4 123-3 238-0 100-0 2186 422-0
IAC . . . 500-4 787-2 1235-3 100-0 1573 245-9
total . . 5568 910-5 1473-3 100-0 163-5 264-6
Carge tonne-kilometres (millions)
Alrlodia . B-9* 18.8 44+2 100-0 211-2 496-6
IAC . , . 20:7* 19-5 1540 100-0 94-2 72-5
total . . 29-6+ 38-3 592 1 129-4 200-0

It will be seen that the total capacity of domestic air services, excluding
the non-scheduled operations of smalf private companies, increased by 183
per cent over the ten years from 1955-56 to 1964-65. Private air com-
pfmies accounted in 1964 for a total freight of about 42.5 million tonne-
kﬂqmctrcs. During the same period the corresponding increase for Air
Tadia amounted to 360 per cent. Between 1960-61 and 1964-65, with

*for 1957-58.
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the introduction of the Boeing on international routes, Air India doubled
their total capacity.

4. While operational efficiency is 2 factor of the greatest importance for
the profitability of air services, the experience of both Air India and Indian
Airlines bears testimony to the crucial significance of the right choice of
aircraft for the success of the air transport industry. Indeed, this considera-
tion is likely to condition future developments both in domestic and in inter-
national services to an even greater extent than in the past.

5. In the operation of domestic air services, while such considerations as
the quality of civil aviation and aeronautical facilities available, efficiency
of management and training and morale of personnel are extremely impor-
tant, two major factors which finally determine the profitability of the
industry and its rate of growth are the costs of operating different types of
aircraft and the nature of the routes served. The seating capacity of
different aircraft varies a great deal, the number of seats ranging from 84
on the Caravelle, 50 to 60 on the Skymaster and 48 on the Viscount to 36
on the Fokker Friendship and 21 to 28 on the Dakota. Available tonne
kilometres per flying hour provide a useful overall measure of the capacity
of an aircraft and allow for all relevant factors. Table 3 below compares
for the four years, 1961-62 to 1964-65, available tonne kilometres per flying
hour for five principal types of aircraft presently employed by Indian Airlines
as well as their unit costs.

Table 3 : Available tonne kilometres per flying hour and costs of operating different

types of aircraft
1961-62 1962-63 1963-64  1964-65
{a) Available tonne-kilometres
per flying hour so6
Dakota scnger . . 510 481 491
Skymast (p” i ) .. 1,901 1,965 1,809 1,839
Vlscount . . 1,758 1,729 1,729 1,685
Fokker Frlendshrp . . 1,110 1,260 1,079 1,079
Caravelle . . . b . 4,713 4,923
(b) Cost inrupees
(l) per flying hour
Dakota . . . . 834-14 378-14 104449 1103-7
Skymaster . . . . 1723-714 _ 209131 2194-51 2362-84
YorterT T Dws e 14081 Disae
. . . 1 . - - .26
Fokkeéfnendfhnp . . . . . 5596-90 5465-85
Iy per available tonne kilometre
PDakota . . . 1-50 1-54 1-95 2-13
Skymaster . . . . 0-91 1-06 1-21 1-28
TV R ¢ -
gglr::(::nl-‘neudshlp : . § 8 18 1.5
iy aircraft kilometre
¢ )ﬁ‘a’kota / . . . 3-65 3-86 4-71 5.06
Skymaster . . . 6-06 7-26 7-66 8-00
Viscount . . 4-74 4-58 5-59 607
Fokkeanendshnp . 4-15 4:B6 52 5.86
Caravelle . ¢ * 9-17 8-75

. Caravellcs were mtroduwd in 1963-64
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In considering the data given above, it has to be remembered that air
transport has special characteristics which distinguish it from other modes
of transport. Air travel is necessarily very costly. Costs are related to the
standard of service which has to be provided. A significant proportion of
the costs of operation are outside the control of the operators, for instance,
costs of manufacture, taxes and duties on fuel, etc. The economics of
air transport improves with higher utilisation and unit costs diminish on
longer runs. Nevertheless, there is need for continuous study of key ele-
ments of costs and for establishing effective systems of cost control and
cost reduction.

6. Some aspects of the problem of management of domestic air services
have been recently investigated in a study of Physical and Financial Pro-
gramming in the Indian Aurlines Corporation undertaken by the Management
Group of the Committee on Plan Projects, Planning Commission. The
Management Group has also made a number of recommendations bearing
on the existing system of long range planning, estimation of traffic, route
analysis, preparation of capital budget, general and administrative costs,
inventory control, matenals planning and other aspects of planning and con-
trol of operations currently undertaken by the Indian Airlines. The Manage-
ment Group study has not undertaken in any detail an examination of the
fare and freight structure of Indian Airlines. The present structure is based
on recommendations made in 1957 by the Air Transport Cousncil, a body
which was itself abolished in 1962. The Air Transport Council had recom-
mended a pattern of what they described as Design ‘A’ fares for all types
of aircraft then in use. Certain improvements and adjustments were made
in subsoquent years, the last set of changes having been effected in 1963.
It seems to us that the composition of the fleet, the scale and conditions of
operation and several other factors have altered greatly as a result of the
developments of recent years. Therefore, the present is an appropriate time
to undertake a fresh review of the existing fare and freight structure, the
principles of pricing followed as well as the system of cost and budgetary
control employed by Indian Airlines, having regard specially to the pro-
grammes of development envisaged for the Fourth Plan period. We would
also recommend that while there might be marginal adjustments from year
to year, as a matter of policy, these various aspects should receive fresh
and systematic scrutiny on the part of the Corporation and the Government
at regular intervals.

7. The routes operated by an airline cannot all be equally profitable, and
indeed a number of them may have to be worked at Teast for a period at
2 loss. Where uneconomic aircraft have to be employed, the disadvantages
associated with particular routes ate further accentuated. Traffic catried by
Indian Airlines is classified at present into four main categories :

(1) Trunk routes,

(2) Regional routes of (a) high density, (b) average density and
(¢) low density,
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(3) Charter services and non-scheduled operations, and
(4) Freighter operations.

The trunk and regional routes operated by Indian Airlines comprise 138
sectors, of which 27 account for 70 per cent of the passengers. Of these
latter, only 18 showed a profit in 1963-64. The foHowing table shows

passenger traffic density in 1963-64 :
Table 4 : Passenger traffic density

daily passengers number route miles per cent average per cent of
of of daily passepger

sectors route mileg passenger miles

nules
performed

300 plus 1 712 2 226,400 18
200—300 0 .. . .. .
100—200 . . 2 1,130 3 171,752 14
50—99 . . 9 5,082 12 387,848 31
30—49 - . . 15 5,541 13 215,181 18
10—29 . . 3s 9,496 23 163,286 13
Under 10 . . 76 - 19,293 17 77,065 6
Total . 138 41,254 100 1,241,532 100

The table shows that traffic density in the domestic air services is at present
concentrated on comparatively few routes. From the aspect of profitability

Indian Airlines divide their routes into four groups :
(1) routes on which revenue exceeds operating costs;
(2) routes on which revenue meets direct operating costs; but does
not cover total operating costs;
(3) routes on which revenue meets only variable direct operating
costs but fails to cover indirect operating costs and overhead

costs; and
(4) routes on which revenue fails to cover variable direct operating

Costs.

8. As a commercial undertaking, the Indian Airlines Corporation has to
pay special attention to the more profitable routes. Although the Air Cor-
poration Act now permits private parties to operate scheduled services on
routes other than those served by the two national air lines, the main
responsibility for ensuring that the different regions of the country are :?de-
quately served must falf on Indian Airlines. The existing network of services
is relatively adequate in refation to trunk routes. These are ope:a.ted with
comparatively greater efficiency and provide a higher level gf.servrce th'an:l
the regional routes. While steps are being taken by the Ministry of Civil

nts on many of the regional routes, civil

Aviation to bring about improveme: y i
aviation and communication facilities are admittedly deficient. Several new
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and growing centres of economic and industrial importance need to be better
served, for instance, the industrial complexes of the coal-steel belt. Economic
development in a number of regions in the country could be accelerated and
their administration greatly facilitated if more adequate air services could
be provided. Of these, the most important instance is that of the Assam
region where a regional network of services based on the area itself is a
priority requirement equally from the economic, administrative and political
aspects. Large tracts in the country, specially in Madhya Pradesh, Orissa
and parts of Andhra Pradesh need to be served more effectively than at
ptesent. Similarly, as the air traffic survey undertaken in 1962 by the
Nationa! Council of Applied Economic Research showed, in the southern
region also, there is scope for developing new sources of traffic. We suggest,
therefore, a reappraisal by the Indian Airlines Corporation in consultation
with the Government of the existing structure of air services, We are aware
that the Air Transport Council (1957) and the Costs Structure Committee
(1959) recommended the payment of a subsidy to the Corporation for
operating essential but unremunerative services in the wider national interest.
While this proposal was not accepted, Government agreed to grant an out-
right subsidy to wipe off losses incurred by the Corporation up to 1958-59
and to treat one-half of the capital as equity capital and the balance as
debenture capital on which payment of interest was to be waived up to
October 1966. Beginning from 1959-60, the Corporation was able to
break even. Therefore, the objectives of development and profitability
would have to be carefully reconciled in the context of the present economic
and industrial requirements and likely developments over the next few years.

9. By its very nature, air transport service offers somewhat limited scope
for coordination with other modes of transport. Nevertheless, specially in
the regions mentioned above, it would be desirable to study air transport
requirements along with the requirements of other transport services so that,
to the extent possible, plans of development could take such assessments
into account, We realise that replacement of existing aircraft which may
be costly to operate and procurement of additional aircraft will take time.
Nevertheless, it would be desirable to evolve a carefully worked out overall
plan for the future development of domestic air services. Along with these,
complementary civil aviation and aeronautical facilities will also need to be
planned for. We also appreciate that, for a period, it would be necessary
to take special steps to diminish possible losses. Fares and freights might
vary in different regions. As a matter of policy, various measures may
be necessary to assure the volume of traffic needed to facilitate economic
operation. Composite cargo-passenger services may be found feasible.

Dec_isions of this nature must be taken by the Government as part of co-
ordinated regional transport plans.

_10. The recent decision taken by the Government of India to set up a
Civil Aviation Development Fund with an initial grant of Rs. 1 crore, from
which it will be possible to subsidise the Indian Airlines Corporation for
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operating services which are undertaken at the instance of the Government
in the interest of tourist promotion or to meet the regional requirements of
a particular area or for comstruction of air strips and provision of ancillary
facilities for the operation of services in addition to those provided under
the general programme of the Civil Aviation Department, should assist in
developing services along the lines proposed above, We may add, however,
that the introduction or discontinuance of a particular air service should in
each case be considered in relation to the total transport requirements of a
region and the requisite traffic and the possibilities of economic operation
should be explored as far as possible through a coordinated scheme of
development which encompasses all the principal modes of transport. As
resources permit and favourable technological developments occur, over
a period, the effort should be to introduce aircraft which can operate at
low cost even over short distances.

11. While on the subject of profitability of different routes, we would
also suggest a re-examination by the Indian Airlines Corporation and the
Government of existing arrangements for the operation and control of
domestic air services at the regional level. It is realised that trunk air services
account for about 70 per cent of the total revenue and there are limits to
the regionalisation of services. However, if regional organisations were
more adequately equipped and could serve as semi-autonomous and self-
contained units for costs, profits, etc., there might be gains in performance
both operationally and in economic terms. Taking Delhi, Bombay, Calcutta
and Madras as the principal centres for regional operation, as recommended
in the Management Group’s study, it would be appropriate also to separate
headquarters costs from those of the Delhi, Bombay and Calcutta regions.
Also, specially in the case of Calcutta, in view of the difficulties of operation
and other problems which have come into prominence more recently, there
would be advantage in establishing a subordinate unit for operations within
the Assam region. If need be, within the Assam region, the resources of
private operators could also be pooled and utilised as part of a wider system
under the control and direction of the Indian Aislines Corporation.

12. In the past, when domestic air transport served only limited objectives
and was confined mainly to trunk routes or some selected regional routes,
it was not necessary to pay special attention to problems of coordination
between air transport and other modes of transport. However, with the
economic and industrial development now under way ard that projected for
the future, air transport will have a larger and more significant role. Ques-
tions bearing on coordinated operations of air services along with other
services will now call for closer study. More specially, in relation to the
requirements of large parts of the country, such as the Assam region, the
coal-steel belt and the southern region, the possible contribution of air
transport to future development will have to be identified and provided for
in futore plans. Air services have a vital role in the promotion of tourim.

LIPC/66~—12
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From this aspect we would stress the quality of service available, both on
regional and on trunk routes, and the need to improve the existing travel

facilities, transport, accommodation, catering and other conveniences, speci-
ally outside the metropolitan centres.



CHAPTER XII

MACHINERY FOR COORDINATING TRANSPORT PROGRAMMES
AND POLICIES

In THE preceding chapters we have considered a wide range of problems
affecting different transport services and have stressed at each point the
importance of viewing these services as parts of a composite network to be
developed in keeping with the changing and growing needs of the economy
and the perspective of development over a period of years. In Chapter 11T
we have set out at length the approach to problems of coordination, with
special reference to rail and road transport and have developed the theme
in some detail in subsequent chapters. In this chapter we consider what
is perhaps the most difficult aspect of all, namely, the machinery, the orga-
nisation and the instruments through which transport programmes and policies
may be developed continuously along the lines indicated, given effect to
and reviewed from time to time as part of a functiomng system in which
all the agencies concerned, both at the Centre and in the States, act as
partners working within a framework of common policies and assumptions.
We are aware that the gap between policy objectives and the practical means
for fulfilling them may not be altogether bridged, and any machmery that
may be devised must change and grow over a period until it becomes more
adequate to the tasks entrusted to it and more capable of operating with
knowledge of facts and understanding of problems affecting those who are
responsible for different services and with a degree of flexibility in dealing

with changing situations.

PoLiICY ASSUMPTIONS

2. Before considering the scope for coordination and the machinery that
may be appropriate, we may recall certain key propositions made earlier

in the Report:

(1) Planning for transport involves judgements concerning the distribu-
tion of traffic between different modes of transport. On these judgements
depend the guantum of resources devoted to the development of different
services during any given period, the prices at which the services are made
available and the return on investment in the development of transport.

(2) The central purpose of transport policy is to create such technical,
economic and other conditions for the distribution of traffic between different
modes of transport as will help ensure that facilities in each mode are
developed and operated in keeping with the requirements of traffic at
minimum cost of the community. The essential condition is that the
various transport services should be considered, both for policy anq practical
action, as a composite nerwork in Wi]::h to the greatest extent possible, each
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element is complementary to the rest. Only in this context does it become
possible to apply investment and cost benefit criteria in the transport sector.

(3) The fisst step is to arrive at a correct estimate of transport require-
ments over a period of years in the total and in specific forms and locations.
The allocation of traffic between alternative modes of transport has to be
based on (a) carefully ascertained technical and economic data and projec-
tions and (b) progressive approximation of rates to costs. The scheme
of allocation of traffic for any period, for the economy as a whole as well
as for each region, and the investment plan for the transport sector and
the services it comprises are essential ingredients in the plan of development
and rest on the same foundation of facts and logic.

(4) For an effective scheme of coordination to be evolved, for instance,
between rail and road transport, certain supporting measures must also be
incorporated into the plan of development. These fall under three heads -
(a) fiscal measures and pricing policies, (b) regulation and (c) integration
of organisation and operations, These have been considered fully in
Chapters III, IV, VI, and VII. The aspects to which attention may be
drawn here are ;

(i) Fiscal and pricing policies can assist in bringing about a rate struc-
ture within the transport industry which corresponds more closely to the
social costs of providing different services, provided the latter are known
with sufficient accuracy. For ascertaining costs there must be suitable ac-
counting systems at each level in the industry permilting analysis of costs.
for specific flows of traffic. For accurate comparisons of costs on different
modes of transport a common approach on questions of definition, criteria
and methods of analysis has to be evolved between the authorities responsible
for different services.

(ii) Measures for regulation proposed in this Report are intended to
assist the distribution of traffic between different transport services on eco-
nomic consideration. They have to be applied increasingly on the basis
of careful economic studies and estimates of demand for different services.
undertaken continuously and in a scientific manner. The existing machinery
for regulation of tramsport, both at the Centre and in the States, is not
adequate, and regulation is undertaken largely on an ad hoc basis, without
sufficient knowledge of the quantum and compesition of traffic or of compara-
tive costs of operation or of the requirements of coordination from the stand-
point of the economy as a whole. Policies adopted at present for the taxation
of commercial transport are not related to the scheme of regulation. The
road transport industry itself is not organised on a sound commercial basis,
nor are there representative associations which can support public policies,
maintain standards, assist small operators and protect the interests of users.

(iii) Having regard to the present structure of the road transport in-
dustry and the fact that, apart from a leavening of public undertakings and
of organised commercial enterprises, the industry will continue substantially
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as a private industry, mainly composed of small units; there are nevertheless
some directions in which it should be possibie to develop integrated opera~
tions between rail and road services to the mutual advantage of both.

ScoPE OF COORDINATION

3. It is essential to devise suitable machinery within the Central Gov-
ernment as well as at the State level for carrying out the policies outlined
in our Report and, more specially, for assessing the volume and composi-
tion of traffic, coordinating investments, obtaining data on relative costs, fares
and freights, proposing from time to time appropriate fiscal measures and
pricing policies and changes in the scheme of regulation and promoting
greater integration between different services. In conmsidering the nature
of the machinery that may be required for achieving coordination of transport
in its various aspects, it is useful to distinguish three different but related
concepts, namely, ‘planning’, ‘coordination’ and ‘operations’.  ‘Planmung’,
involves, in the first place, determination of the volume, composition and
phasing of investments in different transport services over a period, which
may be the period of, say, a Five Year Plan, or even a longer term.
Investment decisions have to be taken by the Government specifically and
in detal in tespect of services provided by public undertakings. Similar
decisions have to be taken by private agencies engaged in providing transport
services. To facilitate these decisions, public policy and plans formulated
by Government provide a broad framework within which private agencies
can largely determine their own action. It may be that in some fields, as
in shipping, the role of public policy and of measures by which it is supported
may be quite decisive. even for the plans of private parties. The second
aspect of ‘planning’ consists in the formulation in broad terms of policies
and measures by which investment decisions, to be taken by Government
and Government undertakings as well as by private agencies, are to be
given effect. As distinct from ‘planning’, the concept of ‘operations’
would refer to the actual runping of a service or undertakmg within
the general system provided by the scheme of ‘planming’ and ‘coordination’,
swhich together constitute the substance of a national policy for transport.

4. Action by way of ‘coordination’ lies between ‘planning’ at one end
and ‘operations’ at the other. The principal tasks to be undertaken by
way of coordination may be said to be:

(a) to study from time to time the relative costs of providing different
transport services and Goverpment's fiscal and pricing policies
and related fare and freight structures, having regard to the
scheme of allocation of traffic under the approved plan of
development;

«{(b) to propose measures for correcting imbalances between avail-
ability of transport and the requirements of the economy in
respect of different modes of transport both in the aggregate
and in different parts of the country; and
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(c) to suggest specific measures for the regulation of transport in
pursuance of prnciples and policies approved by Government
mcluding traffic envisaged for different services.

This may be taken as a broad statement of the scope of coordination.
As stated eatlier, coordination is necessarily in the nature of an approach,
a progressive approximation, and it may be only after considerable practical
experience has been gained and a body of accurate economic and statistical
information has accumulated that an adequate degree of coordination between
different services, specially in relation to particular regions and particular
commodities may take the shape of a functiommng system. Efforts should be
made to devise machinery which may, over a period, succeed in attaining
such coordination, but the task is admittedly difficult.

5. For planning, the necessary machinery already exists to a large extent.
The Planning Commission, actng in close cooperation with the Central
Ministries concerned and the States, formulates plans which, on receiving the
approval of the Central and State Governments iand of Parliament, are
implemented by the administrative and other agencies concerned. Informa-
tion and data required for planning flow ultimately from information which
arises in the course of *operations’ and is utilised for actual implementation,
There 15 considerable scope for improving such information and for processing
it so that it serves more readily the requirements both of better management
and of better coordination and planning. In Chapter XIV we offer sugges-
tions for organisation and collection of data on traffic flows and trans-
port costs.  Such data have to be further supplemented by special technical
and economic studies. A beginning in this direction has been made through
the setting up three years ago of a Joint Technical Group for Transport
Plaoning, which is at present staffed by personnel drawn from the Planning
Commission and the Ministries of Railways and Transport, and is intended
to assist all the agencies concerned with transport in the study of problems
of common interest. The Joint Technical Group functions under the aegis
of the Planning Committee for Transport, which has the Member of the
Planning Commission concerned with Transport as Chairman and includes
the Secretaries of the Ministries of Railways and Transport as well as of
the other Ministries concerned. The Group has been engaged in studies
relating to transportation requirements of major commodities, has initiated,
in cooperation with State Governments and the Ministries of Railways and
Transport, a series of regional transport surveys, and proposes to undertake
studies of comparative costs for different media of transport under given
sitnations as well as studies of industrial location in relation to transport.
The results of these studies are expected to contribute significantly towards
the formulation of the transport plans of the Central as well as State Govern-
ments and to help in drawing up a long-term transportation plan for the
country as a whole. Progressively, the Joint Technical Group is equipping
itself for the study of relative costs and of fare and freight structures and
of such other aspects as may assist in achieving greater and more precise
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planning and coordination within the transport sector. Whatever machinery
may bg set up for securing coordination at the national level, in the Joint
Tex:hx.ncal Group, which is at present concerned with studies relating to pre-
paration of long term transport plans, there exists already the nucleus of an
organisation which can be developed further for providing the continuing
economic and statistical appraisals needed for effective coordination in the
field of transport. )

6. As stated above, data needed for coordination and plapning of trans-
port will, in the main, flow from information which is thrown up in the
course of operations undertaken by various transport agencies, both public
and private, While there is necessarily a great dea] of scope for improving
such current information and enhancmng its value for the wider objectives
of coordmation and planmng, it is important to stress the distinctive place
of ‘operations’ in the organisation of transport. The machmery for operat-
g a transport service lies within each appropriate executive ageacy. The
responsibility of each agency for implementing its programme of develop-
ment, maintaining its services and, sn general, achieving efficient management
cannot be too greatly stressed. Corresponding to this responsibility, there
must be a large measure of freedom and autonomy and any interference in
the name of coordination or planning in the actual operation of a transport
service must be sedulously avoided. This is not to say that within each
operating agency there will not be need for continuous efforts to raise the
fevel of efficiency, to set higher norms of productivity, to build up surpluses
for further development and to adopt appropriate pricing and other policies.
In a large measure, these are matters to be determined by each agency for
itself although, in their wider aspects, they are also an important element in
planning at the national and State fevel.

7. We have referred above to the nature and machinery for ‘planning’
and for ‘operations’ and have drawn attention to the fact that, while the
data required for planning and coordination may need to be supplemented
by special technical and economic studies, mx the main they will flow from
current operations. In any given period ‘coordination’ for transport as de-
fined earlier has to be achieved in the following principal contexts :

(a) between the network of transport services taken together and
the requirements of transport for the economy as a whole;

(b) between different transport services inter se and, more specially,
between—
(i) rail and road transport,
(ii) rail, road and inland water transport and

(iii) rail and coastal sea transport;

(c) within the Central Government, between the Ministries concerned
with transport and problems of policy affecting transport;

(d) between the Central Government and each of the State. Govern-

meats; and
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(e) within each State or region, between different transport services,
specially rail, road, inland water transport and ports.

In a sense, these are different facets of a common problem which arise in-
evitably as between various modes of transport and at different levels within
the national economy. Special attention has been drawn above to those
transport services which could frequently get out of step with one another
and would, therefore, call for deliberate measures and policies for achieving
coordinated and complementary action on a continuing basis. There are
other transport services such as ports, air transport and shipping in relation
to which, in the main, coordination is best achieved through the planning of
investments to meet the requirements of the economy as a whole. However,
from time to time, even in respect of these services, there will be specific
problems which will cail for closer study of costs, fare and freight structures
and related policies. These problems will fall within the purview of whatever

machigery is set up at the national level for achieving coordination of
transport.

SOME GENERAL CONSIDERATIONS

8. The question of devising suitable machinery for coordination has to
be considered from two different angles. Firstly, for any given transport
service, there has to be coordination at different levels in the economy or
in the admimistrative structure of the country. Thus, for roads and road
transport, there should be close coordination between the Central and the
State Governments. There should also be coordination between them in
respect of the operations of major ports, which are directly the concern of
the Central Government, and those of intermediate and minor ports, which
are under the administration of State Governments, Each connected group
of major and intermediate and minor ports should function as a system in
which the role of each unit is clearly envisaged. Secondly, taking different
transport services together, there should be a coordinated approach between
them (a) for the country as a whole and (b) for different regions and States.
Responsibility for securing coordination should follow the level at which the
appropriate authority functions. Thus, 1n the field of transport, the overail
responsibility of the Central Government is a necessary condition of planned
and coordinated development. The Central Government is in a position to
see the picture as a whole in relation to the present and future needs of
the economy and to integrate with these the requirements of national defence.
It can provide an appropriate framework of policy——economic, social and
legal—within which State Governments may undertake development in the

spheres assigned to them and ensure the necessary coordination between
different transport services.

9. ‘?thhin the Central Government, three main agencies are at present
responsible for providing transport services—the Ministry of Railways, the



MACHINERY FOR COORDINATING TRANSEPORT PROGRAMMES AND POLICIES 169

Ministry of Transport and the Ministry of Civil Aviation.! In principle, it
is possible that functions entrusted to these three Ministries could be assigned
to a single Ministry in charge of Transport. Such a Munistry would then
be called spon not only to operate a vanety of transport services now ad-
ministered by several different agencies, such as rail transport, air transport,
shipping and ports, but also to secure the necessary coordination with State
Governments, for instance, in road development, road transport, inland water
transport, etc. Too often, the problem of transport tends to be scen in
terms of separate modes of transport. As we have repeatedly stressed, the
various media of transport have to be viewed as a composite net-
work, as a total service to be provided in adequate quantity and at a level
-of efficiency in keeping with the growing requirements of the national economy
as well as the economies of different regions. In other words, the problems
of coordination of transport go far beyond the limited issue whether, at the
national level, all transport services should be assigned to one Ministry or
to more than one Ministry. It is true that a number of administrative
problems affecting coordination of transport could be resolved more swiftly
if one Ministry were to be made respousible for all media of transport at
the national level and were able to take a total view of the requirements of
the economy and to plan for them accordmgly. At the same time, for a
-single Minister to bear responsibility for so large a segment of the national
.economy would be an extremely heavy burden to carry, and the organisa-
-tion under his control would have to be most complex and elaborate. In
fact, there would be need for special arrangements for achieving coordina-
tion on a contnuing basis whether one Ministry were held responsible for
all transport services or various modes of transport were assigned to different
Ministries. In this sense, the problem of creating suitable machinery for
‘the coordmation of transport and equippmng it adequately with resources in
‘personnel for reviewing relative fare and fresght structures, bringing together
data on costs, framing policies for the regulation of transport and anticipating
and correcting short-term imbalances is a distinctive one. 1t is against the
background of these general comsiderations that we make our specific pro-
posals for establishing what may be regarded as the minimum machinery
needed for achieving coordination of transport programmes and policies.
RECOMMENDATIONS CONCERNING MACHINERY FoR COORDINATION
10. Recommendations toncerning machinery for coordipation in the
field of transport may be grouped under two main heads, namely arrange-
ments at the national level and arrangements at the State level. Under
.each head we envisage establishment of certain new agencies as well as
strengthening and re-orgamsation of existing agencies.
11. Machinery at the national level—At the national level, coordina-
tion of transport programmes and policies is secured partly through invest-
ment and other decisions taken in the context of Five Year and Annual plans

Report, on January 24, 1966 the Ministries
d into 2 new Ministry of Transport, Aviation,

1Subsequent to the cqml)letwn of our
of Transport and Civi Aviation were merge

Shipping and Tourism.
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and partly through inter-departmental consultations. From time to time
important matters of policy are considered by the Cabinet or by a Committee
of the Cabinet. There is, however, no standing machinery for coordination
of transport within the existing structure of the Central Government,

12. For any coordination machinery to function effectively, the first
condition is the building up of an organisation capable of undertaking indepen-
dent studies and economic appraisals, providing data on relative costs and
following up decisions with authorities responsible for implementation. The
nucleus of such an organisation is now available in the Joint Technical Group
for Transport Planning. We recommend that this unit should be streng-
thened and equipped adequately for undertaking studies and collection of
data required for coordinating development programmes and rating policies
in respect of different modes of transport,

13. The Joint Technical Group for Transport Planning at present func-
tions under the direction of the Planning Committee on Transport, whick
includes the Secretaries of the Ministries of Transport and Civil Aviation and
Chairman, Railway Board, as well as Secretaries concerned with industrial
and mineral development. The Member of the Planning Commission con-
cerned with Transport serves as Chairman of the Committee. We recom-
mend that the Platning Committee on Transport should be reconstituted and
should function as the Transport Planning and Coordination Committee. It
should consist of the Member of the Planning Commission concerned with
Transport as Chairman, and have as members the Secretaries of the Ministries
of Transport and Civil Aviation, the Chairman of the Railway Board, the
Secretaries of the Department of Coordination in the Ministry of Finance,
Planning Commission, Ministry of Industry & Supply and the Department of
Mines & Metals in the Ministry of Steel and Mines and the Chairman of the
Inter-State Transport Commission. The Joint Technical Group for Trans-
port Planning should serve as the Technical Secretariat of the Transport
Planning and Coordination Committee. The Committee should meet at
regular intervals and consider reports and studies prepared by the Joint
Technical Group and research organisations in the Ministries of Railways,
Transport and Civil Aviation as well as in the States.

14. In most matters, the Transport Planning and Coordination Com-
Tnittee may be expected to reach agreed decisions but there will be issues
which the Mumistries will wish to place before the Cabinet or before a Cabi-
net Committee. To facilitate consideration of important questions of policy and
to provide guidance from time to time to the Transport Planning and Coor-
dination Committee and to the Ministries, we suggest that the Prime Minister
may constitute a Committee of Ministers, consisting of the Ministers incharge
of Railways, Transport and Civil Avwviation, Minister of Industry, Minister of
Planning, Minister of State in the Ministry of Finance and the Member of
the Planning Commission m charge of Transport. The Prime Minister may
appoint a member of the Committee to serve as Chairman. It should be
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ment.ioned that the composition suggested here for the Committee of Minis-
ters is on the basis of the present set up of the Ministries.

15. The existing agencies for development and coordmnation at the
national level include the National Harbour Board and the Transport Deve-
lopment Council, the latter being supported by the Advisory Committee for
Roads and Inland Water Transport. The National Harbour Board is
presided over by the Union Minister of Transport and includes Ministers
from the States as well as representatives of major ports. The Advisory
Committee for Roads and Inland Water Transport includes a few official
representatives from the States as well as individuals representing private
interests engaged in road transport and inland water tramsport. Its recom-
mendations are placed before the Transport Development Council, which is
presided over by the Union Minister of Transport and is composed of State
Ministers incharge of Roads, Road Transport and Inland Water Transport.
The Transport Development Council was set up in August 1958 as a high
level body to advise the Government of India on matters of policy relating
to roads, road transport and inland water transport. The Council has served
as a useful forum for the consideration of common problems affecting the
development specially of those sectors of transport which fall within the plans
of States. In relation to these it has done much to help evolve a consensus

from the point of view of the country as a whole.

16. The existing arrangements for coordination of transport programines
and policies at the Centre will be strengthened through the setting up of the
proposed Committee of Ministers and the Transport Planning and Coordina-
tion Committee supported by a Technical Secretariat jointly established and
maintained by the Planning Commission and the Ministries concerned. There
are, however, important directions in which a national transport policy
encompassing all modes of tramsport, cannot be evolved, much less imple-

mented in detail, without complete coordination between the Cenire and the
ation has to be based, in the last

States. In a federal structure such coordin

analysis, on common objectives and on plans of development formulated
after full consultation and based on careful study of needs and problems.
To secure an adequate measure of coordinated action by way of implementa-
tion, the necessary machinery should exist and should be in 2 position to
function continuously and with the support of the Centre and the States.
These considerations have led us to recommend the setting up of the Cowncil
for Transport Coordination. This body would be concemned with the general
and overall problems of coordination and, besides reviewing implementation
of measures and policies pertaining to the coordination of transport, would
provide direction and guidance to the road transport industry and other
interests as well as advise on programines of studies to be undertaken by the
Joint Technical Group for Transport Planning, by research organisations in
the Ministries and technical units established in the States. The Council
would be composed of members of the Committee of Ministers on Transport
at the Centre and State Ministers in-charge of Transport and Roads. As
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we see it, the Council for Transport Coordination would supplement and
<arry further the work of the Transport Development Council, specially in
fields where larger considerations of policy demand umified action between
the Centre and the States and problems of the transport sector as a whole
have to be considered in their wider setting. The Chairman of the Com-
mittee of Ministers would serve as Chairman of the Council for Transport
‘Coordination. The three organisations proposed above, namely, the Trans-
port Planning and Coordination Committee, the Central Committee of
Ministers on Transport and the Council for Transport Coordination may be

set up under a Resolution of the Government of India in the Cabinet Secre~’
tariat.

17. At the operational level, in accordance with our recommendations,
the Inter-State Transport Commission, constituted under the Motor Vehicles
Act, 1939 (as amended in 1956), would be responsible for determining the
requirements of mechanised motor transport on inter-State routes, preparing
plans for meeting these requirements, coordinating these with the road
‘transport plans in the States and, generally recommending measures and
policies for achieving coordination of road transport with the railways and
other modes of transport. We have also proposed that the Inter-State
Transport Commission should be strengthened through the appointment of
a full-time Chairman drawn from public Life and the provision of adequate
staff for mamntaining information and studies concerning road transport
throughout the country and pursuing such administrative action ag may be
necessary.  We have also suggested the redesignation of the Inter-State
Transport Commission as the Inter-State Road Transport Commission.

18. Machinery for coordination ar the State level—In the scheme of
<oordipation for road transport which we have proposed, the broad line of
distinction is between inter-State road traffic and intra-State road traffic.
Corresponding to this, responsibility for coordinating road transport within
a State would devolve on the State Transport Authority. Since an overall
view has to be taken of the requirements of road transport in terms of the
integrated development of transport facilities, State Transport Authorities
should function increasingly on the basis of systematic assessment of require-
ment for road transport made by them and, for the country as a whole, by
the Inter-State Road Transport Commission. On wider questions bearing
on policy and coordination, the Transport Planning and Coordination Com-

mittee at the Centre could provide a measure of support to the State Trans-
port Authonties.

19. At present there is some kind of overafl transport plan for the
<ountry as a whole, but nothing in the nature of an integrated transport plan
is drawn up for individual States ot regions. Planning for road and road
transport development in the States takes place without adequate assess-
ment of requirements for transport as a whole in relation to the growth of the
regional economy and without deliberate coordination in relation to other
means of transport, specially the railways, inland water transport and ports.
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Consequently, at the State level, the economic and statistical data on which
the plans of agencies concerned with road development and rail and road
transport development are based cannot be said to be adequate. I a
systematic body of information were available and there were closer coordi-
nation between States, the Zonal Railways and the port authorities, it would
be possible to formulate in relation to each State fully coordinated develop-
ment plans for all modes of transport in relation to economic and industrial
programmes and the long-term perspectives of development. To facilitate
this we recommend that each State Government should constitute a State
Advisory Transport Board. Besides the principal agencies of the State
Government, such as the Road Planning Board, the State Transport Autho-
rity, the Transport Commissioner or Secretary of the Transport Department
and the Development Commissioner, others to be represented on the Board
might be the General Managers of the main Zonal Railways, the Chairman
of the Port Authority of the Major port (if one exists in the State) and
persons drawn from the road transport industry, both public and private.
State Advisory Transport Boards are expected to give material help in the
formulation and review of composite transport plans for the Fourth and
Fifth Plan periods which, it is hoped, will emerge as a consequence of the
regional transport surveys which are now under way in different parts of the

country.

RESEARCH AND TRAINING IN TRANSPORT

20. In concluding our recommendations concerning the setting up of
an adequate machinery for coordinating transport programmes and policies,
we feel the need to look beyond the question of organisation to the kind
of facts and analyses which will be needed in the future and the outlook and
training which it will be necessary to impart to those who have to view the
transport system and its problems as a whole. It is not generally realised
that the field of transport studies has remained comparatively neglected, not
only within the agencies concerned with different modes of transport, but
also, in its general aspects, in the universities and in research institutions.
For most of the regional transport surveys which are now being undertaken
personnel has been drawn from the railways and the States. The principal
research institution which has been able so far to give a significant lead in
relation to transport studies is the National Council of Applied Economic
Research, which accepted responsibility for regional transport surveys in
Madras, Kerala and Mysore and bas also initiated other studies. Two pro-
mising developments which have occurred are the constitution by the
Research Programmes Committee of the Planping Commission of a Commit-
tee on Transport Research and the transport survey of the Punjab, Himachal
Pradesh and Delhi region which the Punjab University are at present under-
taking. The work on commuodity studies, now being undertaken by the
Joint Techaical Group for Tramsport Planning, is comparatively new, but
useful experience is being tuilt up. There are aspects of transport research,
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such as studies of transport costs and cost-benefit appraisals of transport
projects, for which qualified personnel have yet to be trained and problems
of methodology and data will need careful investigation. We have, there-
fore, come to the conclusion that to stimulate transport research and studies,
both within the Government and the universities, it would be desirable to
promote the development of a Centre for Transport Research and Training.

21. Such a Centre could be set up as a non-government institution
fully supported by the Planning Commission and the Ministries of Railways,
Transport and Cyvil Aviation and Finance and also the States. The Centre
should undertake research into the basic problems of long-term transport
development, including studies of comparative costs, and should assist the
Central Ministries and the States, in undertaking special investigations and
surveys. It should provide facilities for work and training to persons drawn
from Central and State organisations concerned with different transport
services, from the road transport and other transport industries and from
universities. The Centre for Transport Research and Training could be
set up by itself or as an extension of an appropriate existing organisation
such as the Institute of Rail Transport.  After it has made some headway,
the Centre could provide not only intensive training courses for specialised
personnel engaged in or required for research in transport problems, but
also shorter orientation courses for semior personnel drawn from the
railways, from road tramsport organisations, port administrations, shipping
and major industrial projects. In due course, the work of the Centre should
come to exert increasing influence on the quality of data available for plan-
ning and coordination and on methods of planning in the transport sector.
There is much to be gained if, increasingly, different modes of transport
can be seen in their mutual relationships in the context of inter-dependent
growth and as a composite transport system serving a rapidly developing
economy, rather than as distinct and isolated services, 25 has happened too
frequently in the past. A detailed project on these broad lines should be
drawn up by the Transport Planning and Coordination Committee in
consultation with the Planning Commission and the Ministries concerned
and provided for as a specific scheme in the Fourth Five Year Plan.



CHAPTER XIV

ORGANISATION AND COLLECTION OF DATA ON TRAFFIC
FLOWS AND TRANSPORT COSTS

IN THE discussion in this Report of problems of planning and coordination
of different transport services the need for two sets of key data has emerged
repeatedlv. These relate to traffic flows and transport costs.? The object
of this Chapter is to suggest the first phase of a programme for obtaining
these data in a systematic manner and on a continuing basis and the organi-
sation through which the task may be accomplished. In the light of expe-
rience, a more comprehensive scheme of work can be evolved and the orga-
nisation strengthened further.

"~=% “Deficiencies in respect of essential data concerning movements of
commodities and the costs to operators of different transport services as well
as costs to the economy are by no means peculiar to India. Several mves-
tigations in India as well as in other countries have drawn pointed attention
to them.?

Kuowledge of the quantities of various categories of goods moving by
different modes of transport is a pre-requisite for any considered scheme of
allocation of traffic. Given these data, it is possible to examine in relation
to operating costs as well as social costs how best the anticipated traffic
conld be distributed between different modes of transport ia given
regions as well as in the country as 2 whole. Even though the process may
be a gradual one, there is general recognition that an allocation of traffic
nearer the optimum is more likely to be achieved if the prices of different
transport services are adjusted with reference to their social costs, and
benefits? In the case of rail transport, it has been envisaged that, while
allowing for its special characteristics and obligations, rail rating policies
would move steadily in the direction of the principles discussed earlier.*
A similar approach has to be applied in other transport services, though the

1. Sea Chapter III: paragraphs S—13, 17—27; Chapter 1V: paragraphs 31-—34,
38; Chapter VII‘;: parag;rgph 15; Chapter IX: paragraph 12; Chapter X1i. paragrapbs
4—S, 7; Chapter XII: paragraphs 5—6; and Chapter XII1. paragrapbs 4—7, 13, 20—21.

2, See
ia: e Report of the Freight Structure Enquiry Committee (1938) pages
For 11!19(31:81 Tlgd Ixx{idga Coal Transpogrt Study (1964) Vol. I1I, pages 196--208 and
Appendix ‘D’ pages 1—15 and 34—44; )
Por Australia *© Report of Commuttee on Transport Bcomomic Rescarch relating
to road and rail transport (1958) Part 11, paragraph 174;
Por Canada: Royal Commusstor on Tramsportatton (1961), Vol. II, pages 169—17§
and Vol. TII (1962) pages 411—423; and
For U.S.A.: Federal Transportation Policy and Program (1960) pages $—10.

3. Soe Chapter IT1: paragraph 21.

4, Ses Chapter IV paragraphs 32—-—33.75
1
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special features of each riiode of tramsport have always to be bome in
mind. The conclusion to be stressed is that for achieving a rational alloca-
tion of traffic and, therefore, a plan of investment in the interest of the
economy as a whole, it is of the greatest importance to obtain accurate infor-
mation regarding the demand for the movement of commodities by different
modes of transport and the relative costs of carrying them. Without these,
it is not possible to work out pricing policies which may be justified on
economic criteria or to know fully the implications of pricing policies which
may in practice be followed.

3. Pricing policies are essentially a tool for giving effect to the scheme
of planning and coordination of transport. It will be recalled that the tasks
to be undertaken by way of coordination include, specifically, the study
from time to time of the development of demand, relative transport costs for
different modes of service, Government's fiscal and pricing policies _and the
related fare and freight structures, having regard to the scheme of allocation
of traffic under the approved plan of development.! Further, to know the
cost at which a given service is being provided is a necessary step in con-
trolling costs, in other words, in ensuring efficiency of management. Given
control over costs and appropriate pricing policies, the transport sector could
itself mobilise a large proportion of the resources needed for further deve-
lopment. The influence of transport costs on the location of many indusgries
is also an aspect of great importance in industrial planning. Unless it
becomes possible to establish and compare costs for given flows of traffic for
different modes of transport, the essential objective of transport policy,
namely, to develop the various modes as complementary services in such
proportion and combinations as will meet the total need of the community
at a minimum cost to the economy, cannot be secure As stated earlier,
it is essential also to view this central objective in the context of growth,
more specially of changes in volume and composition in the services needed
by the economy from period to period and, having regard to technological and
other changes, the costs at which these services can be provided.?

TrAFFIC FLOWS

4. Lacuna in data relating to movements of commodities are necessarily
far more serious in relation to road transport than for rail transport. At an
early stage of its work, the Committee on Transport Policy and Coordination
found it necessary to arrange for a special survey of road traffic along six
important routes, the results of which are given in Appendix 3. Appendix 4
.contains the results of a survey undertaken in 1963 by the Ministry of
Transport of goods traffic on sixteen long distance trunk routes. Estimates
of road traffic for 1962-63 and forecasts for 1970-71 for five major

1See Chapter XII1: paragraph 4.
1See Chapter ITL : paragraphs 1—3.
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commodities—iron ore, limestone, cement, petroleum products and coal—
have been prepared by the Joint Technical Group for Transport Planning and
are sent out in Appendix 5. Thus, apart from traffic surveys undertaken in
the States in connection with road development programmes and data which
are at present being gathered for the first time through the work of the Joint
Technical Group for Transport Planning and the regional transport surveys
in different parts of the country, the informatipn available at present regard-
ing movements by road is extraordinarily scanty.

5. Data concerning movements of commodities by rail are available in
the Statistical Supplement to the annual ‘Report by the Railway Board on
Indian Railways.” These provide information on the movement of principal
commodities by broad gauge, metre gauge and narrow gauge and for diffe-

_rent Zor-l Railways in terms of tonnes originating and carried, net toone
kilometres and average lead. Traffic densities for different sections on the
Zonal Railways are also available. Beyond these. if it is sought 1o establish
the quantum of movement by commodities along a specific route or section,
the information needed has to be processed afresh from primary data. With
the mechanisation of traffic accounts and statistics on the Indian Railways
and the simplification of procedures now in progress it should become rela-
tively easier in the future to obtain such data both more speedily and at
regular intervals.

6. The Joint Technical Group for Transport Planmng is at present
engaged in estimating future transportation requirements for 15 major com-
modities. The survey extends to all modes of transport and covers the
year 1962-63 with estimates for 1965-66, 1970-71 and 1975-76. 'The

commeadities selected for these studies are :

1 coal 9 salt

2 products of steel plants 10 foodgrains

3 cement 11 gugar

4 1iron ore 12 rawjute

5 limestone 13 raw cotton

6 petroleum oil products 14 tea .

9 manganess 1% tumber and timber products
8 fertilizers

This programme of wark is expected to be completed by the end <_3f 1966,
As a result of these investigations, a great deal of new and valuable informa-
tion reparding traffic flows in relation to important commaodities will become
available. It will also be possible to identify these traffic flows where pre-
blems of coordination between different modes of transport have important
policy and economic implications and, therefore, call for closer study of

welative transport costs.

7. Side by sidc with information on traffic flows yielqed by f:ommodity
studies, a considerable body of information is also becoming available from
the regional transport surveys which are now in progress. These surveys

LIPC/66—13
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form part of an all-India programme which includes the following specific
surveys :

fa) Regional transport surveys of Madras, Mysore and Kerala by
the National Council of Applied Economic Research, supported
by Survey Units appointed by the State Governments of Mysore
and Kerala. The survey for Madras has been recently com-
pleted. The work done will now be carried further.

(b) Regional transport survey for the Eastern Region, including the
States of West Bengal, Bihar and Orissa and the adjoining
districts of Madhya Pradesh and Andhra Pradesh, by a team
constituted by the Joint Technical Group for Transport Plan-
ning with which specialists provided by the World Bank are
also associated. The team is supported by State Units F{ponmvei
by the State Governments.

(¢) Transport survey of the Punjab, Himachal Pradesh and Delhi
region by the Punjab University, supported by Survey Uuits in
the Punjab and in the Union Territories.

(d) State transport surveys i Maharashtra, Andhra Pradesh,
Uttar Pradesh, Madhya Pradesh, Rajasthan, Gujarat, Assam
and Jammu & Kashmir by State Survey Units working in
collaboration with units under senior Railway officials provided
by the Ministry of Railways.

The regional transport surveys involve enquiries into all aspects of trans-
port, including railways, roads, road transport, inland water transport and
ports as well as studies of the growth of the regional economy, investigations
in the transport requirements of large industrial projects and major cons-
truction projects as well as studies of the growth of the regional economy
during the Fourth and Fifth Plan periods. For the purpose of ascertaining
flows of traffic and relating them to available capacities, each of the regional
transport surveys defines certain focal points. These are defined as points on
the railway system or on the road system where a substantial volume of
traffic originates or terminates. Thus, for instance, within the Fastem
Region, highway traffic flows are being studied with reference to 60 focal
points. The regional transport surveys also make use of the concept of
‘section’, a road section being defined as a stretch of road connecting any
two consecutive focal points or a focal point with another road section and
& rail section being defined as a portion of the railway line connecting twe
consecutive engine changing stations or yards. On the basis of data con-
cerning traffic flows between focal points on different sections, it is possible
to build up a picture of movements of principal commodities within different
regions as well as for the country as a whole., For the purpose of the
regional surveys, movements of more than 40 commodities are being studied
but, for the country as a whole, as mentioned earlier, 15 major commodities
are being kept in view, It is expected that information concerning move-
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ments of commodities which the series of studies now under way will throw
up will also help establish areas in which it will be useful to undertake the
study of costs of providing additional capacities by alternative modes or
combinations of modes of transport as well as relative transport costs of
operating different services.

8. While commodity studies and regional transport surveys will provide
information of value for the planning of tramsport in the immediate future,
these studies have also a wider objective, namely, the drawing up of a long-
term transportation plan for India as a whole, which will encompass all
modes of transport and will embody a number of regional transportation
plans. Where a region comprises more than one State or territory, for each
such unit, there will be a coordinated transportation plan in sufficient detail
. toefazikiate decisions concerning investment and allocation of traffic and pric-
ing decisions. In the work of the Joint Technical Group for Transport Plann-
ing it has been envisaged that with the preparation of each Five Year Plan,
opportunity should be taken to review progress, collect afresh the basic data
needed and project the long-term transportation plan for a further period of
ten or fifteen years. It 1s expected that the studies now in progress will
enable the Central Ministries concerned, in cooperation with the Planning
Commission and the States, to implement with fuller knowledge of detail
and to elaborate further plans formulated for the development of transport
for the Fourth Plan period. They should also assist the Planning Commis-
sion and other agencies in working out a broad plan for the period 1971-76,
sufficient at least to facilitate some of the basic decisions, and perhaps also
to suggest certain guidelines for the period 1976-81. On the basis of the
work already initiated, we propose that the Government of India should
organise an all-India transportation survey at five-yearly intervals. We
would suggest that the survey should collect data for the last year of each plan
period. It should take advantage of all available data and should be
undertaken as far as possible through existing research organisations in the
Central Ministries and in the States. The help of research organisations
outside the Government should also be taken. The detailed scope _and
methodology of the survey will need to be considered careﬁlxlly in the light
of the experience gained in commodity studies and d}e rcglon_al transport
surveys. We believe that such a survey of transportation, covering all modes
of transport and undertaken at regular intervals, will be ?f grcat value io the
planning and development of transport as well as in projecting the long-term

transportation requirements of the country and of different regions.

APPRAISAL OF TRANSPORT COSTS
9. In comparison with industry, s0 far the study of costs in the ujanspon
sector has not received adequate emphasis. This 1s partly because, in some
aspects, transport services are provided by comparatweg sul:aulllk an;i stpetse:
its. istorically, the Railways, which account for the of transpor!
e b cating s ple of charging what the traffic will

have based rating policies on the princi 1
bear rather than with reference to the costs of services provided. by them.
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Again, organisations like ports provide a service in the nature of a monopoly.
Several State road transport undertakings also operate under monopoly
conditions. Thus, until recently, on the whole there were no strong com-
pelling factors in favour of organising accounts and statistics so as to yield
detailed cost data and facilbitate cost control. However, the importance of
establishing accurate data on costs is now increasingly recognised,

10. In our discussion on Ports, we have stressed that costs of various
services rendered by port authorities should be known precisely and that port
charges should be related to costs. In the Chapter on Air Transport, we
have referred to costs of operating different types of aircraft and the wids
variation in the profitability of different routes operated by Indian Airlines,
In a recent study of the existing system of planning and control in a State-
owned shipping company carried out by the Management Group  OF “-thié™
Committee on Plan Projects, a number of suggestions have been offered for
establishing unit costs of operation and identifying elements which could
lend themselves to a studied programme of cost reduction. In another

study of a State road transport undertaking, which is being undertaken by

the Management Group of the Committee on Plan Projects, an attempt is

being made to evolve an improved costing system and to suggest methods of
ascertaining the profitability of different routes and services, so that the
management may devise ways of making the enterprise more profitable. Thus,

it has now become incumbent on every transport enterprise, specially those
operated by State undertakings, and indeed in the transport sector as a
whole, to develop adequate costing systems and to pursue the objective of
cost reduction continuously and as a matter of general policy. This-is a
necessary condition if investments in the development of transport capacities

are to make the contribution due from them to the rapid growth of the
national econemy,

11. To establish transport costs accurately as a means to effective cost
control is a necessary step even where a commodity moves only by a single
mode of transport, for the effort here must be to ensure transport at the
lowest cost feasible. Where the commodity moves to a destination by more

than one mode of transport, for instance, to a port by road and rail or, by
z rail~cum

-river route, there 1s need to break down the various elements of
cost, so that those which can be controlled or avoided may be identified.
Again, accurale cost data are required where there is a possible choice
between alternative modes or combinations of modes of transport. In each
of these situations, comparisens between costs of different modes of transpost

or their aggregation 1 a meanmglul way call for a degree of uniformity in
the basic accountiog and statistical concepts which are adopted as well as in
methods of analysis. It is in this sease that the introduction of the practices
of management accounting has become a matter of high priority m several
fields, notably, in the management of ports. Also, for similar enterprises,
such as road transport undertakings, there is need for uniform accouafing
syshems.
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12. The tasks ahead in the area of transport cost studies seem to us to
be of such significance for the pational economy that special steps should
n0w be taken to strengthen the necessary administrative and technical arrange-
ments. The Ministry of Railways have a small cell within the Directorate
of Statistics in the Railway Board for the study of costs which could
be readily strengthened. The Mimstry of Transport have a Directorate of
Transport Research which should now be equipped with a unit for cost
studies which could study specially costs of services provided in different
ports and by different road transport undertakings and also undertake cost-
benefit studies. Port authoritics, road transport undertakings and other
public enterpriscs in the field of transport should also organise adequately for
cost studies, o that continuous efforts may be made to reduce costs and en-
large surpluses for development. Within the Joint Technical Group for
Transport, Planning also, there is need to sct up a cell for cost studies which

~could interpret the results of studies concerning costs of different modes of
transport. In cooperation with the Ministries of Railways and Transport and
the Management Group of thc Commtitee on Plan Projects, this ccll could
help evolve a common approach to questions of definition, criteria and
methods of analysis in the presentation of basis cost and accounting data
the field of transport.

13. In the ordinary course, because of lack of data and the weakness of
existing techmica) agencies, progress in establishing accurate information on
costs is likely to prove much too slow. This makes it all the more essential
to make a special effort to develop sound methods and procedures for
analysis and suggest improvements 1n data which will facilitate systematic
cost studies in the future From this aspect we recommend that the Trans-
port Planning and Coordmation Committee should initiate a series of case
studies. These should relate to specific movements of commodities in which
transport costs constitute a significant element, as in exports of iron ore, or
where greater knowledge of costs will assist in evolving policies for coordi-
pation between different modes of transport.



CHAPTER XV
CONCLUDING OBSERVATIONS

THis REPORT has covered wide ground. We have submitted a large num-
ber of policy recommendations concerning different modes of transport.
In putting forward our proposals we have limited ourselves to intermal
transport services. Thus, we have not referred to overseas shipping, which
in fact represents the greater part of the growth of shipping in recent
years, and have made only a brief reference to India’s international air
service. Besides discussion of specific problems concerning different modes
of transport, we have also considered wider questions of coordination,
administrative and other arrangements for achieving coordination  Beewwe—
different transport programmes and policies, and the scheme of technical
and economic studies which is intended to assist in the formulation of a
long term transportation plan for the country as a whole, accompanied by
integrated transport plans for different regions and States.

2. Transport is one of the most widely pervasive services within the eco-
nomy. It can be rightly described as a vital sector of growth. Well-conceived,
forward-looking and technologically progressive developments in transport
not only make for savings in costs in other sectors, but can also do much
to speed their growth. There are, however, important conditions if this
objective is to be realised. Transport is a highly capital intensive field of
development. ‘Therefore, application of appropriate cost-benefit criteria
for selecting projects, careful attention to their preparation and execution
according to schedule, the building up of adequate technical organisations,
collection on a continuing basis of economic and statistical data and pro-
jections of future growth, determination of costs, adoption of programming
techniques and sound management practices, correct pricing policies and
studied efforts to reduce costs of transport and foreign exchange expendi-
tures are essential to the successful operation of transport services and

the generation of internal resources for future development to the greatest
extent possible,

3 There is an important common area of planning between transport,
industry and epergy to which, in our view, the Plapning Commission and
the Ministries should give much greater attention in the future. Its two
main aspects are the promotion of indigenous manufacture of various
types of equipment required in transport operations and fuel policies in
relation to transport development. ‘The latter issue has been recently
examined in the Report of the Energy Survey of India Committee (1965).
Similarly, while manufacturing developments bearing on rail transport and
road transport are receiving considerable attention, much remains to be
done in respect of road construction equipment, cargo handling equipment,

182
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harbour craft and different types of marine engines. It is beyond the
scope of our Report to deal with these subjects, but we wish to draw
attention to them. They have an important bearing, both on the growtk of
industries within the country, on which depends the uninterrupted develop-
ment of transport services, and on reduction in the foreign exchange costs
of transport projects, which is at present an urgent aspect of transport

planning.

4. The Committee has had the advantage at every stage of the close
association with its work of senior officials of the Ministries of Industry,
Finance, Railways, Transport and Civil Aviation, and was able to draw
on the advice and assistance of experts in these Ministries and in the States
as well as others outside the Government. It is, therefore, our earnest
hope that the recommendations of the Committee, which have been evolv-

-Mﬂt‘mfﬂy after careful comsideration of all aspects of the subject, will
receive early consideration on the part of the Government of India and
the States, so that implementation may be facilitated.

TARLOK SINGH Chairman
R. L. GuPTA Member
S. RANGANATHAN Member
KRrIPAL SINGH Member
S. BHOOTHALINGAM Member
NAGENDRA' SINGH Member
I G. PATEL Member
K. L. LUTHRA Secretary
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MAIN CONCLUSIONS AND RECOMMENDATIONS

CuarTeR [I—Trends in the development of transport—A broad view

1. The capacity of ecach mode of transport has to be developed to
meet the specific demands for it as well as in relation to the rest of the
transport system. The system as a whole has to be viewed at each step

both as an integrated structure as well as in terms of relationships between
different transport services. (Para 1)

2. As part of a planned national economy, looking to continuous and
cumulative growth, with deep-rooted structural problems being réSove
step by step, the transport system has now to subserve a much wider range
of purposes than before and has a crucial role in economic, social and
technical development at the national and regional levels as well as in the
expansion of international trade. (Para 2).

3. Since transportation requirements are always of a specific nature,
much depends on the accuracy with which they are assessed in advance.
The requirements may also change at short notice on account of changes
in the industrial and cconomic situation. Thus, even within a few weeks
or months, in particular sections of the transport system, bottlenecks may
develop or sparc capacities may be shown up. (Para 4)

4. Assessment of transport needs calls for close and continuous appre-
ciation of the progress of plans for industrial development and the function-
ing of the entire industrial and agricultural economy as well as for syste-
matic and conswstent projections for the future. In determining ahead and
planning for capacities to meet the requirements for transport, a coordinat-

ed view has to be taken of various media and, in particular, of rail and
road transport. (Para 17)

5. A national transport policy must seek to build a transport structure
of the right size and pattern, consistent with the scheme of economic deve-

lopment envisaged under the Plans and capable of meeting the demands
of the future. (Para 25)

6 In seeking the objective of coordination, it will be necessary not
only to establish appropriate criteria for the distribution of traffic between
different modes of transport, but also to consider, in the
of India, the economic policies and the organisation and structure through

which these criteria can be given practical effect in the day to day working
of the transport system.  (Para 25)

given conditions

184
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CaarTER II—Approach to problems of coordination

1. If the transport system is viewed as an integrated network, disre-
garding the fact that each service may be operated by a different agency,
frequently under diverse ownership, the objective of coordination may be
stated to be to develop the various modes of transport as complementary
services in such proportions and combinations as will meet the total need
of the commumty at each given stage at minimum cost to the economy.

(Para 1)

2. The problem of coordination in transport has to be considered in
the dynamic context of growth, the essential elements to be reckoned being
changes in the volume and composition from period to period of the services
needed by the economy and the costs at which these services can be established

and operated. (Para 2)
A i S 1

3. As between different transport services, the more important aspect
is complementarity, though within a range determined by users’ preferences
and the prices at which individual services become available, there is also
a significant element of substitutability. (Para 2)

4. In considering the problem of coordination in tramsport, the social
costs are decisive. While reckoning social costs, the social benefits derived
from the services must also be considered. These are not always easy to
measure. They may reflect the social values and judgement of the com-
munity functioning through its various organs and may in fact be of great
importance in reaching conclusions on publc policy for transport  (Para 2)

5. Planning for transport involves decisions, which often remain only
implicit, concerning the distribution of traffic between different modes of
transport. These determine the quantum of resources—<apital, foreign
exchange, scarce materials and personnel—which should be devoted to the
development of different services during any given period, the prices at
which the services are made available and the retumn on investment in the

"development of transport. (Para 3).

6. The central purpose of transport policy is to create such technical,
economic and other conditions for the distribution of traffic between ditfer-
ent modes of transport as will help ensurc to the greatest extent feasible
that facilities in each mode are developed 1n such proportions and operated
in such manner as would meet the total needs of the cconomy at nunimum
cost to the community. It is important that every effort be made to
achieve progressively as close an approximation to the objective as may
be possible and. to this end, to develop systematically the necessary econo-
mic and statistical information for differcnt modes of transport, to utilisc
such information mn making the main decisions and to keep under constant
review the facts concerning costs of transport and changes in the demand
for various services and in the composition of traffic. (Para 3)
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7. Both for rail and road transport, it is necessary to conduct over a
period a series of investigations into costs, both total and marginal, for

specific sections and specific streams of traffic so as to build up a body of
data on which dependable pohicy judgements may be based. (para 5)

8. In comparing rail and road costs, it is somewhat risky to generalise
on the basis of average costs. Therefore, it is necessary to obtain com-
parative data on costs pertaining to specific flows of traffic. (Para 12)

9. Basic to any scheme of cost determination is the existence of a
suitable accounting system at cach level of the industry which will permit
ready ascertainment and analysis of costs for specific flows of traffic.

For accurate comparisons to be made between rail and road transport
costs, it is essential that on key issues of definition, criteria and methods

of analysis, a common approach should be developed between the autho-
rities concerned. (Para 13)

10. Account will need to be taken, through appropriate money values
being set, where possible, on the social aspects of costs and benefits of
alternative modes of transport, such as, in the case of road transport, door
to door service or saving mn time, employment possibilities or developmen-
tal role 1n relation to rural areas or hilly tracts. (Para 13)

11. In interpreting cost data due attention has to be given to the
different economic and technological characteristics of rail and road trans-

port since these necessarily influence their suitability for different types of
traffic. (Para 14)

12. In allocating traffic in terms of the economy as a whole or for
different regions, or in relation to different classes of goods, it is necessary
to take a forward looking view regarding the technical and economic possi-
bilities presented by alternative modes of transport. While being checked
in terms of performance from time to time, this view should be, at each
stage, for a period of years and should not be restricted too closely to the

eflects of the current transport situation or to trends over very short
periods.  (Para 16)

13. In the less developed economies, the role of transport is even more
fundamental and dysamic than in the more advanced countries. The
growth of basic capacities in transport. increase in mobility, diffusion of
mdustry and economic activity and changes in the structure of production

and consumption will call for adjustments in the perspectives and instru-
ments of policy for the future.  (Para 17

14. Recently therc has been greater recognition that the various trans-
port services should be considered, both in theory and for policy and
practical action, as a composite network in which each element should
be complementary to the rest to the greatest extent possible. This cojective
will be facilitated by systematic application of investment and cost benefit
criteria in the transport sector. With this approach in mind the Ministries
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of Ralways and Transport and the Planning Commission, through the Joint
Technical Group for Transport Planning, have initiated a series of technical
and ecpnomic studies. These studies will, it is hoped, make it possible to
determine more accurately than in the past the transport capacities needed
m relation to principal commodities moving or expected in the future to
move between important centres of activity for the country as a whole as well
as for different regions. It should be possible on the basis of the results of
these studies to draw up programmes for the development of different
transport media on an integrated basis and to relate them sufficiently closely
to developments in other sectors of the economy. (Para 19)

15. In a country like India where major developments in the transpor-
tation system are expected to take place in future as part of plans for the
growth of the economy as a whole, it should be possible to take care of the
] problem of coordmation of different transport services largely through

mvestment policies under the Plans. These should be directed towards
building up right combinations of different transport services in keeping
with the needs of growing traffic. (Para 20)

16, Most of the new mvestment on the railways will have to be devoted
to building up an increasingly efficient rail transport system rather than
to the expansion of the network itself. Road transport facilities will be
needed on a much larger scale than even before to open up new and less
developed areas, to carry economic development and social services to the
tarthest village, to promote the growth of agriculture and the rural economy
and to provide for imtra-city transport services Wherever possible, inland
water transport and coastal shipping should provide useful supplementary
services to cater particularly for movement of bulk traffic over Jong distances
Further investments in these services will have to be directed to modernisa-
tion of the services and technological improvements for reducing thewr
costs etc. Other means of transport such as ropeways and pipelines, have
still to be developed on a significant scale and it should be possible to
integrate their development into the transportation system as a whole,

(Para 20)

17. The pricing or rate policies adopted by different modes of‘ trans-
port will influence not only the distribution of traffic between different
transport scrvices, but also their relative profitability and, therefore, future

growth potential.

Pricing policy for major undertakings should be such as to yield a net
return which corresponds to the scarcity value of capital in the economy
in geperal. Taken as a whole, the operations of each system of transport,
therefore, should earn at least that rate of return which cannot be consi-
dered low in relation to the return obtained in alternative forms of invest-
ment. Equally, it can be said that the price charged for a _pz‘xrticular
transport service should cover at Jeast the marginal cost of providing that

service.
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The profitability of each mode of transport, given fully cost-based
pricing, will serve as an indicator for future investment decisions. While
there is some theoretical justification for fully cost-based pricing systems,
it is based on a number of assumptions which are not always fulfilled in
real life. Costs may not always measure social costs and consumer prefer-
ence as expressed 1 the market do not always reflect social benefits
and the consequences envisaged in theory can ensue in practice only under
more or less perfect competitive conditions. (Para 21)

18. Granted the fact that at any given time, competition between
different modes of transport can at best be imperfect, departures from
a fully cost-based pricing system would become inevitable—in the absence

of regulation—in response to the desire to take advantage of specific
demand situations. (Para 22)

19. In the case of railways, investment takes the form of borps onivg,
generally indivisible and associated with similar complementary invest-
ments, The railways are 2 Government undertaking and are charged with
important public service obligations. This implies non-discrimination and
stability in rates and liability to provide services in accordance with publish-
¢d schedules. The Indian Railways have already taken steps to develop
their accounting system along commercial lines; yet to bring about approxi-
mation of rates to the costs of services is a process which will inevitably
be spread over several years. Because of the very wide variation in costs
in different conditions of operation, it 1s difficult for the railways to adjust
rates on the basis of costs in all cases.

The road transport industry consists of a large number of single truck
operators and there are yet no organised associations in the industry which
can assist public authorities in enforcing the minimum regulation of fares
and freights, supervising the working of the industry from the point of

view of public interest and assisting small operators m obtaining steady
business.

An esseatial condition for the operation of competition in a basic public
utiity like transport is that short-term imbaiances between supply and de-
mand should lead to appropriate remedial action rather than to large fluctua-
tions in prices. The availability of vehicles and the capacity of the auto-
mobile industry are an inevitable constraint on the supply of road trans-
port in the short period. (Para 23)

20. For any per:od, both for the cconomy as a whole and for regions,
the essential ingredients in the plan of development for transport are the
scheme of allocation of traffic and the investment plan. But, by them-
selves, they are not hkely to be sufficient for putting the plan into effect.
Three types of supporting measures have to be considered and incorporat-
ed ino the development plan before an effective scheme of coordination
between rail and road transport or for that matter any alternative mode
of transport can be formulated. These are: (a) fiscal measures and
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pricing policies, (b) regulation, and (c) integration in organisation and
operations. (Para 25)

21. Despite their limitations, taxes and subsidies can be expected to
assist by way of incentives or disincentives in the use of given forms of
transport for specific traffics within the overall scheme of allocation of
traffic. They bave considerable value in securing a degree of self-regula-
tion in the allocation of traffic between alternative modes of transport and
in translating the overall economic judgement of the community as a whole
into specific measures. (Para 27)

22. Regulation of road transport has to be thought of as a positive
means for fulfilling the role assigned to the road transport industry in the
total transport plan and not, as was stressed in the past, for the purpose

—oruifOring a measure of protection to a long established and mature
transport service such as railways. (Para 29)

23. Regulation of road transport has to be exercised largely through con-
trol over licensing. We make a broad distinction between inter-State and
intra-State road transport and propose that the former should be the special
responsibility of the Central Government and the latter of State Govern-
ments. We recognise that there are a few sizeable regions which can be
identified as being markedly backward and in which transport facilities
have considerably lagged behind, In these particular regions, we sec the
need for integrated transport plans with special emphasis on the develop-
ment of the road petwork and to an extent licensing of vehicles on a
regional basis, accompanted by concessional tax rates and other incentives
to operators to provide tramsport services in these regions. (Para 30)

24. The approach of integration can be extended with advantage in
three principal directions. Firstly, wherever possible, joint rail-road trans-
port for passengers and goods should be facihitated through arrangements
arrived at mutually between the Indian Railways and State Road Transport
Corporations as well as Corporations which the Central Government might
set up for operating on specified inter-State routes. Secondly, efforts
shoyld be made to develop the operations of the Central and State Corpo-
rations, with the participation of the Indian Railways, on a scale sufficicnt
to give them a signfficant share of the traffic. Thirdly, wherever at pre-
sent public transport enterprises are organised as departmental undertak-
ihgs, they should become corporations or companies so that they can operate
on wholly commercial lines. (Para 31)

25. More and more, road transport should take on the character of
a well-orzanised industry, working on the basis of requnsibility to the com-
munity as a whole, functioning, wherever necessary, in 2 comglement{xry
relationship to the railways and taking generally a leading role in opening
up the countryside and stimulating the growth of the loss developed regions. -

{Para 31)
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CHAPTER YV—Railways

i. On the whole, there is national advantage in continuing the obliga-
tions of the railways as a public carrier and in enabling the Central Govern-
ment to gve such directions to the railways from time to time in the public
waterest, for according preference to the transport of such goods or class
of goods as may be specified. (Para 8)

2. Having regard to the developments in the transport system, it is
essential to review from time to time the extent to which each branch line
is subserving the needs of an area and the combination of transport ser-
vices which should be made available in its economic development. Suit-
able tests or criteria need to be evolved for considering a line uneconomic
depending on the purposes it serves and the cost of providing aligrnative
means of transport. (Para 10)

3. It alternative factlities have been or are capable of being developed
to a point that the requirements for transport can be met substantially by
means other than the railways at no higher cost to the economy, there
should be no hesitation in giving up an existing branch line which is prov-
g unremunerative and will not serve anmy object which cannot be met
otherwise and at lesser cost. (Para 11)

4. Where road transport has to be expanded considerably to facilitate
the discontinuance of unremunerative lines, the railways may consider, in
consultation with State Governments, whether and in what form they could
participate or assist in the growth of road transport services. (Para 11)

5. In the light of these considerations, in the wider economic interests
of the country, as much as of the railways as an enterprise, the financial
working of branch lines and the transport needs and plans of areas served
by them should be reviewed periodically. (Para 11)

6. Suggestions concerning unremunerative branch lines would also apply
generally to the light railways. As in the past, in future also, the general
approach adopted has to be to consider each case on merits and to take
over such lines as would justify conversion to broad gauge or metre gauge
on the basis of the traffic handled by them and the prospects of traflic
growth. In other cases, the lines might be dismantled and the services

provided by them might be allowed to be replaced by road transport.
{Para 12)

7. The problem of suburban railway transport has to be dealt with in
any long-term solution as part of the problem of metropolitan transport,
involving a coordinated approach to rail and road transport, development
of roads and urban and regional development around major cities such as
Calcutta, Bombay, Madras and Delhi. (Para 13)

8. The value of freight concessions on export goods should be careful-
ly assessed so that the costs and the benefits may be appraised and from
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time to time special efforts may be made to raise the level of efficiency in
the industries concerned. (Para 14)

9. In the past, almost everywhere, the railways were the basic form
of transport, and construction of new railway lines was virtually synony-
mous with the provision of new transport facilities in an area. This is
still a widely prevalent view and leads to demands for construction of
new railway lines. The merits of each such proposal have to be studied
caretully and schemes to be undertaken within the resources allocated by
the Plan. (Para 18)

10. In the strategy of economic and industrial development, the more
completely road communicattons and rail and road transport services are
thought of together, as complementary services forming part of a single,

~mregratéa’ plan, the more rapid is the progress likely to be achieved. The
railways are inherently better suited for long distance and bulk traffic and
the extension of the railway system in future has to be durccted principally
towards meeting the needs of basic and heavy industnes and of traffic in
minerais like coal and iron ore. The programme for construction of mew
railway lines has to be conceived mainly in this context and the new lmes
which are built in future should ordinarily be expected to yield, over a period
of time, a reasonable return on the investment (Para 18).

L1. In the planning of transport in future, the need for ensuring the
financial solvency of the railways has to be kept in view. The railways
should be expected to earn a reasonable return on capital (Para 26)

12. 1t is in the overall economic interest as also in the interest of rail-
way finances that once the capacities for additional traffic have been built
on the railways, they should be as fully utilised as possible, due advantage
being taken of the economies inheremt in large scale operations on the

railways. (Para 26)

13. In the foreseeable future the railways should be called upon to
continue to bear obligations imposed on them because of large public
service considerations The financial implications of such obligations
should be identified and given due consideration in adopting policies for
the future Having regard to the present stage of development of differ-
ent modes of transport and in view of the requirements of a planned eco-
nomy, the obligations of a common carrier will have to be maintained.
However, it is necessary to reconsider the approach to be followed in the
construction of new railway lines in future. Lines which are expected to
be unremunerative even after a few years of their opening should be taken
up only in exceptional circumstances. In all such cases provision should
be made to compensate the railways for the losses involved. (Para 27)

14. The concessions given by the railways in fares and freight rates
have to be considered om merits. To the extent that these concessions
are granted in the larger public interest and involve losses to the railways,
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account should be taken of them in determining the railways’ commitments
to the general finances. When obligations for uneconomic services arise
from executive decisions taken by the Government, the economic justifica-
tion for each such decision should be critically scrutinised. (Para 29)

15. During the past two or three years, the railways have introduced
significant changes in the direction of adjusting the existing rates from
ad valorem to cost basis, but the process will necessarily be spread over
several years, Further changes and adjustments may be proposed in the
future. However, there are himits to the railways’ ability to adjust rates
on the basis of costs fully in all cases. These limits stem (a) from the
wide variations in costs on the railways, and (b) their obligation, as a

national undertaking, to have uniform rates all over the railway system.
(Para 33)

16. The present scheme of presentation of efficiency data as described
in the Railway Board’s annual “Review of the Performance of the Indian
Government Railways” should be reviewed so as to facilitate objective
interpretation not only for the radway system as a whole, but also for

specific zones and areas, under comparable conditions and in relation to
past trends. (Para 35)

17. The fullest cooperation of trade and industry should be secured
by the railways in introducing technical and operational improvements
which can help them to reduce their carrying costs, (Para 36)

18. The beginnings, which have been already made in the use of devices

Iike contaisers and piggy-backs should be followed up and-other forms of
joint rail-road scrvices should be encouraged. (Para 36) )

19. In the past, the railways were able to rely wholly on traffic coming
to them without special effort on their part. However, with many new
varieties of goods being produced and likely to be produced in the future
in many new centres, railway administrations at the zonal and local levels
should study the needs of potential customers much more closely and discover
through market research and other means, ways of meeting them more

readily and in a more flexible manner than was necessary in the earlier phases,
(Para 36)

20. The Indian Railways are well placed for extending to their opera-
tions modern economic accounting and statistical concepts such as are
coming increasingly into use in large-scale cnterprise for measuring effi-
ciency, improving reporting systems, reducing capital and operational costs,
securing more scientific programming and scheduling of projects and creat-
g a preater sense of personal incentive and achievement. This would

kelp to bring the accounting and statistical systems more into line with
one apother. (Para 37)
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CHAPTER V—Road Development and Road Policy

1. The dimensions of the road problem in India are such that adequate
progress is possible only if at each level—from the local rural community
and the town and the city to the region, the State and the nation—there is
readiness to pay for the construction and maintenance of roads, to discover
ways both, direct and indirect, and of shouldering this enormous and con-
tinuing responsibiity. At the same timc, the possibilities of science and
technological research, must be exploited to the full so as to reduce the
costs of construction and maintenance of roads and promote the use of
local materials and other resources to the greatest extent possible. (Para 2)

2. Roads are so crucial to national and regional development and the
resources mvolved are of such substantial magnitude that careful planning
and constant search for economy must be regarded as the keystones of

~&aad progmmmes 1n the future, whether these are undertaken by the Centre
or the States or by local authornities. (Para 9)

3. In view of the large investments now mvolved, it is important to
adopt economic criterra to the utmost extent possible, to undertake care-
ful traffic surveys and forecasts and, m the choice of major road projects,
to proceed on the basis of cost-benefit studies before committing substan-

tial resources. (Para 12)

4. Road plans should take full account of the industrial and other
development needs as these are likely to arise over a peniod of years.
They should be informed by the same long-term perspective of develop-
ment as are the programmes for agriculture, industry, power and other
aspects of the economy, both for the country as a whole and within each

State and region. (Para 14)

5. In each State phased programmes for the development of rural
roads should be drawn up on a district and area basis  Priority should be
given to areas in which intensive agricultural development plans are being
undertaken or where new resources, such as irrigation and power, have
come into nse and their fullest utilisation. along with complementary deve-
lopment, is likely to promote rapid economic growth. In such cases, the
development of communications and of marketing facilities constitutes an
integrated activity and should be undertaken as a matter of considerable

In other areas, depending upon the study of conditions and

urgency. Lt e
ocal communications networks

assessment of needs, the development of ! >
may be accomplished in stages over a longer period. (Para 15)

6 State Governments should definitely earmark a proportion of the
allocation for roads in their plans for rural market roads and for assisting
villages in the construction of approach roads connecting villages with one
another and with market roads. Each State has to consider the proportion
of funds to be so earmarked, but about a fifth of the State Plan allocation
for roads should be regarded as the minimum. As part of the scheme of

LIPC/66—14
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Central assistance for the plans of States, assistance given specifically for
rural roads should take the form of a grant to the extent of one-third

of the actnal expenditure incurred by each State under the annual plan.
(Para 15)

7. In lifting the economy of the more backward areas, such as scheduled
areas, hill areas, coastal areas and others, improved road communications
can make a contribution far exceeding the investments needed. Such
investments should, therefore, have high priority in plans for the develop-
ment of markedly backward regions which should be specified in advance
in the plan of each State. As in the case of rural roads, Central assistance
should be given for road development in the specified regions By wWay-of~

grant to the extent of one-third of the outlay incurred by the State Govern-
ment. (Para 16).

8. In metropolitan and other large cities, it is necessary to take an
overall long-term view of tramsport needs, both for passengers and for
goods, and to plan road development, development of road transport
services and, where necessary, suburban rail transport as parts of a com-
prehensive and integrated scheme. In these cities, the planning cf trans-
port has to be closely related to the scheme of long-term urban planning
and location of industrial and economic activities. In evolving transport
plans there has to be the closest possible collaboration between the various
agencies of the State Government, the local municipal administration and
planmng authorities and those responsible for operating road and rail trans-
port services. The Committee on Plan Projects has recently appointed an
¢xpert Study Team on Metropolitan Transport to investigate these pro-
biems in relation to Calcutta, Madras, Bombay and Delhi. It is hoped
that as part of the process of drawing up the road plans, State Government

will give similar attention to the transport problems of other large cities.
{Para 17)

9. The Transport Development Council has recommended the setting up
of Road Planning Boards by the Central Government and the States. These
Boards are intended to be high-level technical advisory bodies, which will
consider plans of road development in the wider economic perspective and
in relation to the economic and other criteria. Working in close coopera-
tion with enc another, the Central and State Road Planning Boards are
expected to evolve an mtegrated national road network and to give attention
to various important aspects of planning such as traffic surveys, cost-benefit
studies, economies in construction costs, maintenance norms, maximisation
of the benefits of road development through greater coordination with
devclopment in other sectors, road development in backward regions, rural
roads and road development in metropolitan and other cities. Their task
is to ensure that roads can make the maximum coutribution to economic
devclopment. Road development now demands a degree of continuity,
accaracy, planning in detail and freedom from arbitrary cuts in allocations,
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once the initial allocations have been determined for a five-year period. It
is hoped that through their working the Central and State Road Planaing
Boards wiil help create these essential conditions. (Para 19).

10. It is important that the National Highway network should expand
steadily. This will strengthen the trunk communications from the point of
view of the country as a whole and enable States to devote grester atten-
tion to the immprovements of roads in the interior, to rural roads and to
roads designed to achieve rapid development in the more backward regions.

{Para 20)

=~ 11, Koad plans at the Centre should contain adequate provision for
selected roads which provide inter-State links or have special economic
importance. These roads are a convenient and flexible means of removing
important gaps in communications between States, ensuring coordination
in planning and assisting States in expediting the construction of costly
road projects which are important both from the national and regional
considerations. In inter-State road schemes, the Centre could assist, for
instance, 10 the construction of bridges, the road lengths being provided by
the States concerned 1n an integrated programme forming part of their res-
pective road plans. (Para 20)

12. Provisions for maintenance have in recent years been less than
adequate both for National and for State Highways. It is important that
suitable norms should be set for this purpose and arrangements for ensur-
ing effective maintenance strengthened further. (Para 20)

13. It is essential that the construction of village approach roads,
undertaken through local effort, supported by a measure of assistance for
masonary works, should itself be part of a larger area plan, which provides
both for continuous maintenance and gradual change-over to higher speci-
fications. Local authorities, such as Panchayat Samitis and Village Pancha-~
yats should be made responsible for village approach roads and should be
placed in a position to support local voluntary effort, specially in respect
of masonary works. (Para 21)

14. The scope and financing of the Central Road Fund calls for a fresh
review In principle, there is considerable advantage in maintaining a
non-lapsing Central Road Fund which may be utilised for financing
selected schemes, such as are apt to be lost sight of in the ordinary course.
These may include specially research and experimental work on a much
larger scale than is being currently undertaken, regional transport surveys,
traffic studies and construction of bye-passes and over and under-bridges
at rail road crossings on trunk roads in large cities. (Para 23)

15. In the interest of systematic long-term road development, the
resources available from the Central Road Fund at the Centre need to be
enlarged. How best this may be done should be considered by the Minis-
try of Transport in consultation with the Ministry of Finance. A féxible
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non-lapsing source of this nature, from which certain types of specific
schemes can be initiated by the Centre has advantages which are not to
be measured only by the actual amounts allotted. (Para 23)

16. A general levy of tolls is not desirable. However, tolls should
be applied selectively to major projects involving heavy costs such as major
and costly bridges, large tunnels and express highways. (Para 24)

17. On many routes the existing road pavements are proving inadequate
in width as well as in strength. Long lengths of completely new roads
of high standards have also to be built in some cases and the old methods
of stage construction are not always applicable because traffic develops
very fast soon after the road is built. Under these circumstances, there is
need to adopt modern and advanced construction techniques. Techniques
in evolving efficient use of available materials have to be introdueed so as-
to achieve overall economy. This requires detailed testing of materials and
control of quality for highway works. In addition to facilities for research,
it is necessary to provide for a chain of testing and control laboratories, so

that full advantage may be taken of the new techniques evolved in India as
well as in other countries. (Para 25-26)

18. Testing and control laboratories should be set up in all States.
Progressively, they should develop research activities on their own and in
association with the Central Road Research Institute. Each State should
also have 2 number of mobile field laboratories for on-the-spot testing and
quality control of road and bridge construction. It is also necessary to
Carry out an extensive survey of road building materials and to arrange for

their systematic testing. The results of the surveys and tests should be
suitably compiled and published. (Para 27)

19. A Highway Research Board should be set up at the national level

for bringing together the results of research work done in various labora-
tories and disseminating them. (Para 28)

20. Both to gain speed in operations and to ensure control over quality,
special steps have to be taken to promote the manufacture of all essential
road comstruction equipment within the country. (Para 29)

21. The tasks to be fulfilled through continuous research should be
carefully specified from time to time in relation to the road development
programme of cach region and, besides provisions of funds, the necessary
organisations for follow-up should be established.

To encourage the adoption of the results of research and to promote
the use of new techniques of road construction, local materials etc., the
Government of India set up in 1961 a Central Assessment Committee,
which underwrites any loss or excess costs incurred by a State on account of
the failure of a new technique adopted by it. In the light of the experience
gained the work of the Committee should be reviewed and its programme
and organisation strengthened. (Para 30)
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22. In the past enough attention has not been given to planning for
the entire road system of a State in an integrated manner, including in it
both National Highways and roads for which the State Governments are
responsible. There has also been need for greater work on district road
plans, so that, within the framework provided by the State road plan,
roads connecting market centres, small towns and villages could be planned
and executed in a systematic manner. (Para 31)

23. There 1s need for a road construction agency with the Central
Government which can supplement the State agencies to the extent neces-
sary and, on the basis of agreed programmes, can also take up some of
the difficult works. The construction organisation at the Centre could
maintain a pool of road construction machinery which could be made
available sas and when required by State agencies engaged in completing
works of an emergency nature or works requiring superior technical stan-
dards. (Para 32)

24. In several states the volume of road conmstruction work is now
large enough to justify the setting up of separate Highway Departments
with specialised highway and bridge engineering personnel who are able to
provide the technical planning and supervision needed in highway road and
bridge construction and to ensure the standards required on high specifica-

tion roads. (Para 32)

25. Special Trafiic Engineering Cells devoted to and equipped for the
task of carrying out traffic studies and giving attention to the problems of
traffic engineering and road safety should become a normal feature of
organisation ia Public Works and Highway Departments. (Para 32)

26. In respect of major road projects, before decisions to commt large
funds are made, cost benefit studies should be undertaken. This will
assist in the apphcation of sound ecomomic criteria and help obtain the
maximum results from investment on road development. (Para 32,

27. Each Road Planning Board should make its final recommendations
regarding plans of road development after taking imto consideration the
requirements of the State and its different regions as well as the results of
economic and technical studies. (Para 32)

CHAPTER VI—Road Transport

1. The practices now in vogue for the regulation of road transport sug-
gest that far from being a common approach for the country as a whole or an
adequate rationale, in several respects policies and, even more, the mannoer
of their implementation differ greatly from State to State. There is, therefore,

ed to simplify and introduce greater uniformity in the existing

imperative ne -
rt and to bring these

approach to procedures for regulation of road transpo
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into conformity with the changing and growing transport requirements of
an economy developing in a planned manner. (Para 24)

2. The requirements of the future differ greatly in scale and composition
from those in the past. The existing scheme of regulation of road transport
suffers from many drawbacks and calls for large changes. Some measure of
regulation of operations, appears necessary for the following reasons :

(i) the need to evolve and put into effect a common scheme of
allocation of traffic or a development plan for transport, which
provides for various modes of transport as a composite network
serving the needs of the economy;

(1i) safcguards against mis-allocation of scarce resources, including
materials, foreign exchange and long-term credit; and

(ni) ensuring priorities in the development of road tramsport.

A vast increase in road transport services is called for, for instance, for
integrating the large rural sector of the economy with the country’s urban
and industrial economy, for opening up isolated and underdeveloped regions
and for providing cheap and efficient mass transport in the towns. But, for
several years to come, there will be limitations on the supply of vehicles.
Special steps will be needed to ensure that the transport requiremsents of

underdeveloped and backward regions in the country and of rural areas are
adequately met.

The conclusion which emerges, therefore, is that regulation of road
transport, conceived as a tool of planned and coordinated development,
rather than as a restrictive device, has a functional role in the development
of road transport in keeping with the growing needs of the economy and as
an integral part of the total transport system of the country. (Para 25)

3. In the future development of passenger services, although passenger
services have to be licensed for specified routes, a regional approach has
velue 10 as much as it stresses the requirements of the local economy, helps
adapt the forms of mvestment to the needs as established, ensures closer
coordination with railway services and provides a continuing test of progress
in reaching into the interior. Secondly, special steps should be taken to
encourage the rapid growth of passenger road transport in the more back-
ward districts and regions. This object has to be achieved by accelerating
road development in these regions and eliminating the large deficiencies in
the road system which now exist. There would be need also for concessional

terms such as charging lower rates of taxes for road transport services in
these regions. (Para 26)

4. Passenger services between comnecting points situated in different
States should in future be licensed under the authority of the Inter-State
Transport Commisston, which must no doubt act in consultation with the
States concerned. In the scheme of regulation, the system of reciprocal
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agreements between different States for determuning the number of permits
to be issued will be given up. (Para 26)

5. The present practice under which licensing authorities invite and hear
objections from operators, including the Railways, before they grant permits

for the operation of passenger services, serves a useful purpose and provides
an assurance of a fair deal to operators and should, therefore, be continued.

(Para 26)

6. In the regulation of goods transport, the concept of ‘region’ as defined
in the Motor Vehicles Act and as operated in practice in many States is not
suited to present needs. Regions should be determined, not only on cons:-
derations of administrative convenience, as at present, but even more on
economic considerations which take into account the natural flows of traffic.
While the present system of inviting and hearing objections before granting
fresh permuts should be continued, the procedure by which the Regional
Transport Authorities are required to function, involving frequently a system
of countersignature of permuts is cumbrous, leads to vexatious delays and
needs to be changed. Moicover, m the States, the focus in the regulation of
road transport should shift from the region and the Regional Transport
Authority to the State and its economic necds, and to the State Transport
Authority which should function as an organ assisting in formulating and
implementing the State’s economic development plan. (Para 27)

7. In any system of regulation of road trapsport modified to meet pre-
sent needs, inter-State movement of goods by road, which must be in the
main long-distance movement, will call for special attention and study in the
scheme of allocation of traffic. It will also require adequate machipery for

implementation. (Para 27)

8. Within the scheme of road transport regulation, it would be necessary
to treat the problems of rapid development of transport in large underdeve-
loped regions and in metropolitan cities as special problems calling for
somewhat wider planning and for provision of adequate resources for

development. (Para 27)

9. In making specific proposals, the details of reguiation should be in
line with the objective of providing cheap, efficient and expanding transport
facilities and of obtaining the utmost value from all available modes of

transport  (Para 27)

10. A system under which States have to negotiate and bargain with
one another to determine the number of permits which each may issue to
its own operators is bad in principle and proves even worse in practice. The
place of reciprocal agreements should be taken by a system of inter-State
permits issued under the authority of the Inter-State Transport Commission
which, in the interest of precision, could be redesignated as the Inter-State
Road Transport Commission. This body, working in close collaboration with
State Transport Authonties and the Railways, should assess at intervals of
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two to three years the requirements of inter-State road transport and should
determine the volume of transpoit and the number of vehicles which should
be made available and the broad terms on which the services should be
provided. The requiremsnts should be arrived at on the basis of careful
techmcal and economic studies, with progressively greater knowledge of
relative costs, keeping in view the needs of coordhnation between different
services and the relauve contribution due from each. The proposals should

be always concerved with reference to a total plan of development.
(Para 28)

11. Having decided upon the quantum of road transport to be provided
over a given period on any long distance or inter-State route the permits
could be issued by the State Transport Authorities on behalf of the Inter-
State Transport Commission. (Para 28) =

12 To what extent each State should be able to issue permits to appli-
cants from among its own operators could be determined on some agreed
principle of equity such as route mileage, volume of traffic originating efc.
If the requisite number of operators are not forthcoming 1n a State at one
stage, either the permits could be issued when suitable applicants are avail-

able or, for the time being, applicants from outside the State could be
attracted. (Para 28)

13. For all inter-State permits, there would be uniform rules for motor
taxation. There would be no question of seeking special authority to pass
through the territory of any State lying en route or of obtaming counter-
signatures. To distingnish vehicles operating on inter-State routes under
permits issued on the authority of the Inter-State Transport Commission,
it would be useful to prescribe 2 common colour to be adopted throughout

the country, Action on this aspect has already been initiated by the Inter-
State Transport Commission . (Para 28)

14. Tt is essential that the Inter-State Transport Commission should be
considerably strengthened. It should have a full-time Chairman of high
status preferably drawn from public life. The complete range of powers
contemplated for the Commission under Section 63A(2) of the Motor
Vehicles Act, including the POWEr to grant, revoke or suspend permits for
the operation of transport vehicles on inter-State routes, should be given to
the Commission and its existing powers should be utilised effectively.

In its present mode of functioning the Inter-State Transport Commis-
sion is unable to fulfil the role assigned to it under th: Motor Vehiclzs Act.
In future the Commission should be equipped with machinery to elicit infor-
mation concerning traffic requirements on inter-State routes and should be
placed in a position to coordinate plans of road transport development with
the States as well as with the Railways. (Para 29)
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15. In view of the fast growing and changing needs of the economy, in
licensing goods road transport vehicles for intra-State operations, the trad:-
tional forms of distance limits are no longer appropriate. Having due regard
to the various means of transport which can be harnessed—rail network,
road system and inland water transport—and the assessment of present and
future traffic, the State Transport Authonty should propose the extent to
which road transport facilities are to be expanded in any given period, the
distribution in different parts of the State, the kind of vehicles required etc
Such assessment should form an integral part of the scheme of transport
planning for the future and would have the advantage of furnishing a sound
basis for the allocation of traffic and development of transpost. State Traps-
port Authorities should be equipped with appropriate personnel. (Fara 30)

16 Aa» a general rule, it is visualised that permuts for intra-State
operations will be valid for the State as a whole. However, there are a few
iarge regions m the country which are markedly underdeveloped in terms
of wransport faciliies. In these, it would be desirable to formulate integrated
fegional transport plans within the framework of the transport plan of the
State as a whole. The regions in question are the Telangana districts n
Andhra Pradesh, North Bihar, Chhatisgarh Division and the eastern districts
in Madhya Pradcsh, Vidarbha and Marathwada in Maharashtra; the coastal
and hill districts of Mysore, Uttarakhand and the eastern districts in  Uttar
Pradesh. In these regions, particular stress should be laid on accelerated
development of the road network. State Governments should also consider
whether facilities for procuring vehicles and some measure of concessions
in taxes levied on motor vehicles could not also be usefully given in respect
of permits for operation within the region as distinguished from operation
over the State as a whole. If such concessions were available for a period
of, say, up to five years, levels of development in transport in these regions
should come up to the general level in the State more speedily than might

otherwise be possible. (Para 31)

17. Under the proposed scheme of regulation, the scope for temporary
permits will diminish considerably Basically, temporary permits should be
issued only for special temporary purposes to meet unexpected requiremsnts.
The same authority which issues regular permits should also be the one
which issues temporary permits as and when needed. Thus, temporary par-
mits should become an exception to be resorted to only for meeting special
and short terms needs. (Para 32)

18. In putting forward proposals for two sets of permits—inter-State
permits and intra-State permits—the approach is that of planned and co-
ordinated development of all modes of transport. The principal consideration
is how every part of the country may be heiped to obtain as fully and as
speedily as possible the communications and the transport services needed for
its overall economic development. The area of conflict between different
modes of transport is by no means considerable. Even such conflict as there
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may be, can be practically eliminated by a system of planning based on careful
assessment of necds and costs and recognition of common interest and on
active cooperation at each stage between those responsible for different
media at the regional, State and national level. (Para 33)

19. While the existing powers for regulating fares and freights in the
public interest are generally adequate, in certain situations the objective of
road-rail coordination could be served more effectively if minimum rates
were also laid down. Therefore, legislation should clearly empower the State
Transport Authority to fix both maximum and minimum as well as specified
fares and freights as might be necessary. The main problem 1n respect of
fares and freights, specially the latter, concerns the means by which the
prescribed rates can be enforced. It 1s necessary to ensure that in each State
a sufficient number of goods vehicles are licensed to prevent scarcity. A
satisfactory solution to the problem of enforcement of freight rates in parti-
cular cannot be found without establishing, on a State and regional basis, of
Road Transport Associations which are capable of performing a responsible
role in advising on freight rates and in giving effect to rates fixed by State
Transport Authorities. (Para 37)

20. To secure the required measure of expansion as well as to obtain
higher standards of efficiency in the services rendered, it is essential that a
steadily increasing proportion of the private industry engaged in road trans-
port should take the form of wviable and well-organised units. (Para 38)

21. Reorganisation of the road transport industry has to be considered
in three main directions. Firstly, small operators should be helped to join
together to form viable units. For practical purposes, a fieet of 10 or more
vehicles may be held to constitute a viable unit. To encourage operators to
merge into viable units capable of rendering efficient service, certain conces-
sions and facilities could be offered. Secondly, cooperative transpert under-
takings should be actively promoted as a matter of public policy. Thirdly it
1s essential to provide in the legislation for the formation at the State and
regional level of associations of transport operators with specific functions
and responsibiliies. (Para 38)

22. Unless banks and other financial institutions come forward to pro-
vide financing and refinancing facilities in a big way, it will not be possible
to secure the development of the road transport industry along sound and
efficient lines, or to reahse the measure of development envisaged for the
Fourth Five Year Plan. This is a problem of such critical importance and
dimensions as to demand the special attention of the Ministries of Finance
and Transport and of the Reserve Bank of India and the State Bank of
Inda. (Para 39)

23. With the growth of towns and cities and more rapid development in
the countryside, passenger transport setvices constitute a business completely
fre.e from nsk, highly profitable as an investment and essentially a public
utiity suitable for operation on a public and semi-public basis. Therefore,
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there are valid economic grounds in favour of State Governments proceeding
towards enlargement of their own share and the share of municipal and
cooperative undertakings in passenger transport. State Governments
should give a due place in their Five Year Plans to the development of
passenger transport in the State, municipal and cooperative sectors, each
State determiming the extent of advance in any given period according to
its assessment of development needs tn different regions, specially those still
inadequately developed, and the resources it can make available. To a large
extent, such development can and should be self-financing, the profits and
reserves of existing undertakings being ploughed back into the mndustry
From this aspect, the question of forms of management of road transport
undertakings owned and operated by State -Governments is of very great
importance. The quality of management is the crucial factor in the rapid
development of road transport as a public enterprise. The expansion of
Government’s role and the form of organisation should not be considered to

be separate and unrelated issues. (Para 42)

24. In the ficld of goods transport, so far, the problems presented by road
transport has not received sufficient consideration in terms of the scale of
development called for, the requirements of the more backward regions,
coordination in relation to rail transport and other services and the question
of finance of opcrators. These are some of the basic issues in transport policy
at the pational level. The existing legistation has failed to secure the deve-
Jopment of the industry along sound and efficient lines, or to achieve proper
coordination between rail and road transport. Instead, 1t has provided the
basis for a restrictive and unintegrated approach to the development of road

transport. (Para 44)

25. The question whether Government should participate in goods ser-
vices has to be considered with reference to certain objective facts :

(i) During the Fourth Plan, goods traffic is likely to increase by
about 70 per cent. It is hoped that the private sector will be
able to undertake a large part of this development, but it may
well be necessary to supplement this effort.

(ii) In several States, there are substantial regions in which develop-
ment has lagged behind and in whose future growth road
transport can make an importaat contribution, Private industry
does not always move readily into such areas. Even after allow-
ing for suitable encouragemen: and concessions to existing and
potential private operators there may be need in certain situa-
tions for promoting State and cooperative enterprises.

(iii) In the Assam region and in Jammu & Kashmir. the economy
is affected adversely by high costs of transport as well as by
inadequacy of transport. Experience suggests that private ser-
vices 1n these regions are more likely to be developed and
maintained on a reasonable scale if, at the same time, there is
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a significant area of public activity, such as will continue unin-
terrupted even under different circumstances.

{iv) Reorganisation of the road transport industry along sound and
economic lines in public undertakings could fill important gaps
in the network of the services in a complex and growing eco-
nomy, which is yet lacking in balance in many ways, and could
help speed the reorganisation of the rcad transport industry
along sound and economic lines They could set standards of
performance which could be applied progressively to the indus-
try as a whole, besides providing fair opportunity to small
operators, encouraging them to come into viable units and
helping to link up their operations more closely with the larger
undertakings.

(v) Public undertakings can facilitate the active particip:.ation of the
railways in long distance goods tramsport by road and thus
promote overall transport development. -

For these reasons, as the resources permit, State Governments should
make a beginning in the operation of goods transport services, associating
the railways as partners in this activity. As a first step, they may extend the
scope of existing State Road Transport Undertakings and, where necessary,
new corporate undertakings could be set up. Such public participation in
goods transport is visualised, not as a scheme of nationalisation to be put
through now or in the future, but as an attempt to forge a necessary instru-
ment for the strengthemng the road transport industry as a whole and
achieving coordination between different forms of transport in the interest
of the national economy. How far this effort may proceed will depend upon
the economic results achieved and the efficiency with which the services are
operated. However. conmsidering all the facts and the claims on their
resources, in most States, the advance in the direction of public participation
n goods transport during the Fourth Plan 1s not likely to be on any signi-
ficant scale. (Para 45)

26. In relation to long-distance inter-State routes, it is considered neces-
sary lo promote some measure of public participation so as to bring together
the Central and State Governments and the Railways as partners in an effort
to aclueve such coordination between rail and road transport as will help
expand road transport, reduce the existing restricions, bring about cheaper
and more efficient transport, induce suitable adjustments in railway rating
policies and promote a coordinated and planned approach to the develop-
ment of transport services Therefore, it is proposed that a Corporation to
operate long-distance goods transport services on selected inter-State routes
may be formed. In thus the Central Government, through the Ministry of
Trax.zsport, the Railway Board and the States concerned, may provide capi-
tal in suitable proportions, for instance, in the ratio of 30, 30 and 40 res-
pectively.  The Corporation should work in close cooperation with under-
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takings sponsored by States and with associations of road transport operators
and should, in particular, give special support to smatl operators. (Para 45)

27. It is already Government’s policy to encourage the formation of
cooperative transport orgamsations. These could be of value in several
fields, notably, in the transport of agricultural produce, in hilly regions and
other areas where existing road transport services are inadequate, and for
carrying fruits and vegetables, milk, fish and perishable goods. It is of course
important that cooperative organisations should be both genuine and well
managed and every care must be taken to see that the support and conces-
sions which it is nmecessary 1o give to cooperatives are not misused.
(Para 46)

28. In addition to bringing about greater coordination in services, Cor-
porations are essential for mobilising the internal resources needed for the
continuous &xpansion of road transport undertakings and for measuring and
enforcing standards of efficient management. Corporations would have much
greater autonomy in the management and operation of commercial services,
in the use of internal resources and in mobilising resources for future deve-
lopment than obtains in the case of departmental undertakings.

It is hoped that States which have not so far set up Corporations will
agree to re-examine their earlier views specially in the context of future
development and expansion of goods transport services. This would facilitate
planned and coordinated development of road transport in which both public
and private operators and the Railways have a valuable part to play.
(Paras 48 and 49)

29. The work of the Association of State Transport Undertakings should
help in bringing about uniformity of practices and better tests of efficiency
among State and municipal transport undertakings and promote schemes for
strengthening the economy of small operators and achieving preater coordi-
nation with the services offered by the Zonal Railways. (Para 50)

CuAPTER VII—Taxation of commercial motor transport

1. Question concerning the level and quantum of taxation falling on
the road tramsport industry and its incidemce are being enquired into by
another Committee constituted by the Ministry of Transport. The issues
for consideration in this Report are (a) whether the various taxes which
motor transport bears cannot be consolidated and their diversity reduced,
(b) whether means can be found to bring about greater uniformity in taxa-
tion prevailing in different parts of the country, and (c) whether the system
of motor taxation can be brought into closer harmony with the scheme of
regulation recommended in the Report. (Para 1)

N 2. The broad approach to the taxation of commercial motor transport
should be in line with the principles which determine the regulation and
development of road transport. The tax system should be so devised as to
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contribute to the maximum extent to the development of an efficient, well-
organised and technologically progressive road transport industry.
{Paras 1 and 2)

3. Both in respect of taxes on passengers and taxes on goods, satisfac-
tory principles have still to be evolved. In a number of ways these taxes
are a source of incomvenience. In particular, in the case of goods taxes,
where a route passes through more than one State, taxes have to be paid
separately within each State and for each trip, even though the operator may
not be authorised to pick up or deliver goods in the intermediate territories.
This difficulty has recently diminished in the case of regular permits through

arrangements for compounding the tax on an annual or quatterly basis.
(Para 9)

4. Octroi duties should be abolished. There has been general agree-
ment on the vexatious and inhibitory pature of octroi duties and the abuses

to which they are prone, but action leading to their abolition has proceeded
very slowly. (Para 10)

5. Tolls slow down traffic, but can be justified under certain circums-
tances, as in the case of costly works which might not be otherwise under-
taken. (Para 11)

6. Since the State Government levies a motor vehicles tax to enable a
vehicle to operate on various specified routes, the imposition of a further
wheel tax is hardly justified. (Para 12)

7. Where passenger and goods taxes exist, they should be levied on a
simplified basis as a lumpsum paid along with the motor vehicles tax for
periods, such as, a year, or a quarter or even on monthly basis. In fact,
passenger and goods taxes should not be levied separately and should be
consolidated with the motor vehicles tax as has been done in Andhra
Pradesh. Further, the same agency should be responsible for the collection

of the moter vehicles tax and of passenger and goods taxes. (Paras 15
and 16)

8. In respect of vehicles operating on inter-State routes, ajl State Govern-
ments have agreed to single point taxation, but this applies only to vehicles
operating on regular permits. The greater part of inter-State traffic is being
undcrtakcnf on the basis of temporary permits, which tend to be remewsd
for further periods. Besides the financial burden, the system leads to a
great deal of harassment. (Para 17)

9. Unless the system of taxation
modified to meet the requirements of inte
to implement the recommendations m
development of road transport.
the tax system are a necessary in
development.  (Para 18)

10. There would be
of fiotor vehicles throu

of commercial motor transport is
r-State traffic, it may not be possible
ade in the Report for regulation and
Therefore, certain minimum changes in
gredient in the scheme of road transport

greater uniformity in levels of taxation if taxation
ghout the country were regulated under Union legis-
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lation and this would assist the development of road transport. For reasons
explained earlier, it is felt that the minimum change needed is to bring taxa-
tion, now under the exclusive jurisdiction of State Legislatures, under
Entries 56 and 57 of the State List within the concurrent jurisdiction of the
States and the Centre under the Seventh Schedule of the Constitution.

Where taxes are levied and collected under the authority of Parliament,
the proceeds should be assigned to the States, for which the necessary
provision already exists in Article 269 of the Coanstitution as amended a
few years ago.

It is epvisaged that Parliamentary authority will be used to determine
taxation pertaining to inter-State movement and to support, thus, the
scheme of regulation of inter-State road transport and road-rail coordination
which we have recommended.

In accordance with the general principles of motor vehicles taxation laid
down by Parliament, individual States should be free to determine tax rates
as applicable to operations on intra-State routes.

An amendment of the Constitution on the lines proposed above (item
9) will be in the best national interest. It ss hoped that the Central Govern-
ment will find it possible to take the necessary initative in the near future.
This proposal retains the existing legislative power of the States, without
making it exclusive and, at the same time, it safeguards their financial interest
inasmuch as the proceeds of any taxation which is imposed by virtue of
Parliament’s authority will be distnibuted wholly to the States.

The advantages of the proposals outlined above would be that the
scheme of road transport regulatton which is recommended here will become
capable of practical implementation. On inter-State routes there will be
a single motor vehicles tax, the rates being adjusted according to capacity
and distance of operation, but applicable uniformly throughout the country.
The tax will be paid at the place of registration, although the proceeds will
be distributed among various States according to appropriate Ccriteria.
(Paras 19—21)

11. On inter-State routes, there should be no nced to levy separate
passenger and goods taxes. Vehicles operating on these routes, being dis-
tinctive also in colour, can be exempted from octroi and local taxes other
than special tolls on bridges, tunnels etc. Moreover, since uniform prin-
ciples of motor vehicles taxation will be adopted, tax rates pioposed by
the Centre for inter-State routes will provide a broad guide and some
kind of upper limit for taxes levied directly by State Government on vehicles
operating on permits issued under their own authority. (Para 21)

12. With greater uniformity in motor taxation and more common norms
being established, it should be possible also to devise suitable concessions
and incentives to stimulate the growth of road transport in the more pack-



208 TRANSPORT POLICY AND COORDINATION

ward regions, in hilly areas and in tracts in which, in the past, transport
facilities have tended to lag behind. (Para 21)

CHAPTER VIII—Coastal shipping and rail sea coordination

1. The future role of coastal shipping has to be considered in relation to
its over all national and strategic importance.

The tuture expansion of coastal shipping has to be planned with refer-
ence to a few selected commodities which constitute important components
of coastal cargo, namely, coal, salt and cement. (Para 32)

2. As regards the future of coastal shipment of coal, in principle, there
is a good case for continuing shipments from the Bengal-Bihar coalfields to
southern and western India at the level of about 1.5 million tonnes per
annum, subject to minor variations. In the existing conditiors, costs of
coastal shipping compare unfavourably with railway costs except in the case
of Tuticorin, Goa and Kandla. However, with the development of Haldia
port and with suitable improvements in the design of ships, significant eco-
nomies in costs of coastal shipping should be possible. The policy for
building up a coastal tonnage and programmes for giving effect to it have
to be based on long-term national considerations. (Para 33)

3. As regards traffic in salt and cement, in so far as this could be carried
by colliers in the direction of empty movement, it should considerably help
the economics of coastal shipping. The quantities to be moved by the sea
route should be assessed after considering the comparative costs of produc-
tion and movement in different regions of the country and changes in the
patterns of production and consumption anticipated over the next decade
or so. (Para 34)

4. The advantages of coastal shipping for the movement of general cargo
will increase if steps are taken to arrange for through booking facilities with
the railways and the necessary facilities are developed at a number of ports
in the country. (Para 35)

5.1t .would be desirable to provide for specially designed vessels suited
for carrying general cargo from port to port. (Para 35)

6. Having regard to low incomes and standards of living in the coastal
areas, it is essential to evolve programmes for promoting economic and
industrial development in these areas. General cargo services touching on
2 large number of minor ports could be encouraged and, to begin with,
such services might be organised for selected ports. (Para 35)

7. It will be desirable for the Government to ensure that a certain mini-
wmum of tonnage is retained on the coast so that the requirements of coastal
traffic are not starved. At the same time, the composition of the coastal
fieet should be such that a proportion of the ships can be shifted to over-
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seas trade if there is not sufficient demand for them on the coast. This will

help ensure efficient utilisation of the ships. (Para. 37)

8. It is essential to consider whether 1mportant economies in capital cost
and’ operational expenses wili not be secured if, in place of as many as 27
companies of varying size, many of them operating their small fleets in an
mdifferent manner round the coast, a scheme for unified control and opera-
tion cannot be evolved with the cooperation of the industry. This could
take the form of a Corporation promoted by the Central Government to
which the Central Government and the existing shipping companies might
subscribe. A single Corporation operating the coastal fleet will be in a
position to secure fuller utilisation of the existng ships, provide regular
services, improve operational efficiency, both directly and through improve-
ment of facilities at the ports, and take steps to replace overaged ships. The
Corporation could also operate shipping services to neighbouring countries.
The Corporation should endeavour to carry a large share of the imported
crude oil. Since a part of the movement of coal by sea 1s sustained by the
railways, if they so desired, the railways could also subscribe towards the
capital of the Corporation. Steps along these lines will help improve the
comparative costs of coastal shipping and facilitate coordination in rates
and traffic with the railways. (Para 38)

9. In the last analysis it will be by creating conditions in which coastal
sea transport can be operated more efficiently and at lower cost that it can
become a viable national industry. When the basic facts of the situation
are so clearly established, 1t would be an error to let the coastal shipping
industry continue with its present unorganised and ill-equipped structure.
(Para 38)

CHAPTER IX—Ports and Harbours

1. The Central Government should insist on Port Trusts, specially in the
larger ports, finding all the internal resources they can for development,
They should be encouraged to seck loans directly from the market and
to this end they should receive the necessary support from the Reserve
Bank of India and the Government of India. As a matter of policy, Pert
Trusts should be expected so to manage their operations as to be able to
draw at least part of their capital from the market. (Para 4)

2. The industrial and engineering capacities available in the country
can be harnessed to much greater advantage than at present. If this is
done, most of the equipment required by ports can be provided within the
country in a comparatively short period. For this purpose, it is essential
to strepgthen the existing technical arrangements available within the Centeal
Government. It is suggested that a special umt should be established
within the Department of Technical Development to assist the Mxmstry of
Transport. Port Administrations and the industry in mobilising indigenous
L 1PC/66—15
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manufacturing capacity for meeting the requirements of ports. Port Adminis-
trations should be enabled to prepare forward plans continuously for three
or four years and place fim orders on indigenous manufacturers. It would
be worthwhile to explore the possibility of establishing groups of manufac-
turers of different categories of port equipment and other related equipment
and assist them with the balancing plants needed as well as the munimum
supply of components and spares. (Para 7)

3. Engineering organisations in the Ports should be strengthened and
each Port Administration should be asked to lay down a phased programme
for this purpose. (Para 8)

4. It is essential to take steps to establish a central organisation which
can assist the major ports in preparing designs and specifications and in
working out detailed project reports and where necessary i supervising
construction operauons in selected intermediate and manor ports. The
office of the Development Adviser under the Transport Ministry provides
nucleus for such a technical organisation but, as at present organmised, it is
clearly inadequate.

The building up of an adequate technical organisation for port construc-
tion and development is a basic national need and a matter calling for urgent
action on the part of the Central Government. (Para 8)

5. It would be an advantage if the period of rapid and accelerated port
construction now coming to a close could be followed by a period of consoli-
dation and efforts to improve operational efficiency. At the same time as
bew construction projects have to be taken up, it is suggested that port deve-
lopment plans should embody schemes for increasing capacities as well as
programmes for efficient utilisation of the capacities created. (Para 9)

6. Each port should have a long-term programme of development,

" extending at least to a period of ten to fifteen years. The plan should be

supported by more adequate economuc studies and projections than have

been available in the past. Ports like Calcutta, Bombay, Madras, Visakha-

patnam and Cochin should be equipped with economic intelligence units of
adequate quality. (Para 10)

7. The Ministry of Transport, in consultation with the Planning Com-
mission and the Mumistries concerned, shovld initiate a concerted effort in
which all the major ports would cooperate in formulating a long-term
plan of port development for the country as a whole. Within this broad
framework, which will need to be revised at appropriate intervals, it should
be possible for each port to determine‘its own plan in fuller detail. (Para 10)

8. For the higher levels of technical and administrative personnel there
should be some kind of common ‘pool’ yointly maintained by the major
ports.  Such a ‘pool’ will provide all ports with trained and cxperienced
personnet to fill positions mnvolving higher responsibilities. Common systems
for recruitment of officer cadres should also be evolved. From the aspect
of efficiency of management. it is essential that considerable proportion of
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the top positions in the ports should be filled by individuals who have spent
the greater part of their careers working in the ports. It is hoped that the
Ministry of Transport will take early steps to evolve a suitable scheme
consultation with Port authorities. (Para 11)

9. It is necessary to develop institutional facilities for training 1n harbour
engineering. A beginning in this direction has been made at the Institute
of Technology in Bombay, but there is need to plan facilities on a larger
scale and to utilise them more adequately than at present. Therc is scope
also for close cooperation between the major ports in providing in-service
training programmes for various categories of personnel. (Para 11)

10. It is important that costs of various services rendered by port autho-
rities should be known precisely and that port charges should be related to
known costs. It 1s also essential that each port should have a cell for
pursuing programmes for reducing the time taken and the costs incurred in
different operations. Such a programme must necessarily be undertaken
with the support of labour and should be based on efforts to raise the level
of labour productivity through incentive schemes and other means. (Para

12)

11. Development of port capacities and efforts to increase opcrational
efficiency should be regarded as continuous processes. Essential port deve-
jopment schemes should be approved at the carliest stage feasible and their
execution expedited, so that the capacity of the ports to handle traffic should
be developed in advance of actual need. At the larger ports, and specially
in Bombay and Calcutta (of which Haldia will be a subsidiary port), there
should be a fair amount of reserve capacity which can be drawn upon
readily. (Para 13)

12. There has been already a measure of delay in initiating advance
action on several port development schemes in anticipaton of the Fourth
Five Year Plan. It is suggested that an early review should be made by
the Ministry of Transport of the position in all the ports and specially at
Bombay, Calcutta and Visakhapatnam, so that appropriate action may be
taken at an early date. (Para 13)

CHAPTER X-—TInland Water Transport

1. Probicms of development of inland water transport have to be consi-
dered in different regions scparately according to the nature of the water-
ways and conditions of traffic available in each region.

{n the interest of overall economic devclopment and utilisation of avaifi-
able communication facilities. it is important that the waterways potential
of different regions should be put to productive use. Advantage should be
taken of recent techmological advances to achieve possible economues offer-
ed by this natural mode of transport, for mstance, of better mechanically



212 TRANSPORT POLICY AND COORDINATION

operated craft with greater power and capacity to move traffic in bulk.
(Para 5)

2. Development of inland water transport has to be viewed in each
region in the context of integrated regional transport plans within the frame-
work of the transport plan of the country as a whole. It is of the utmost
importance that in each region, to the extent necessary, water transport
services should be fully coordinated with services provided by the railways
and by road transport. (Para 6)

3. To ensure development of waterways potential, where natural condi-
tions are favourable, it is mecessary to work out long-term plans, keeping
in view a perspective of at least ten to fifteen vears.

A beginning with the setting up of an organisation for inland water
transport has becn recently made by the Ministry of Transpoft. If this
organisation is adequatcly developed, it should be possible for the Centre
to assist the States in evolving suitable plans for future development.

Having tegard to initial costs of development, some of the waterways
may not be financially viable at least for a period. Efforts, therefore, should
be made to work into the plans of regional development of waterways,
principles and methods of direct or indirect financial support to be given to
waterways services, say, for a period of five years or so. The necessary
resources for development should be provided under the Five Year Plans.
(Para 7)

4. In the north-eastern region, while railway services on the metre gauge
line could be made self-contained, the broad gauge services have necessarily
to be integrated with waterways and road services. Traffic terminating on
the broad gauge line at Jogigopa has to be carried further nside the region
by waterways and road services. Similarly, cectamn types of traffic origi-
nating in the region such as are intended for destinations in India on the broad
gauge railway system could best be carried up to Jogigopa by road and river.
The traffic in respect of which integrated transport services have specially
to be organised will consist largely of jute, tea and wax in the outgoing
direction and cement, foodgrains, fertiisers and salt in the incoming direc-
tion. In order that rail, road and water transpoft services function as parts
of a composite network in the region, it will be necessary to work out
artangements for pooling their operations and also to have facilities like
cor§1mon booking and transhipment and through freights and fares. (Para
i1

] 5. Having regard to the locafion of Assam and other adjoining States
in the north-east region, it is of the utmost importance that costs of trans-
port of essential goods moving from or to the region are kept to the
minimum. It is from this point of view that it will be desirable to work
progressively towards a scheme of pooling of rates and fares, and to considef
possibilities of cross-subsidisation of different transport services so that
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over a period, as the economy of the Assam region develops, the system can
pay for itself. Plans for the development of waterways have to be thought
of in this wider perspective. (Para 11)

6. Having regard to the nature of conservancy work involved in the
Brahmaputra and its tributaries, and, for that matter in other major river
systems in the country, overall responsibility for conservancy should be
accepted by the Central Government. It will be necessary to ensure syste-
matic study of the methods of river training and conservancy, the improve-
ments needed, the capital required for conservancy works, and the organisa-
tional arrangements which may be required. The costs of conservancy
have to be carefully worked out. It will also be essential to have an adequate
organisation at the State level, and to assign to it effective responsibility for
developing and maintaining the waterways in the region. (Para 12)

7. Havihg regard particularly to the needs of the relatively undevelop-
ed areas such as eastern Uttar Pradesh and north Bihar served by the
Ganga river system, we hope that plans for developing navigation in the
rivers will be drawn up and integrated with the general economic develop-
ment plans of comparatively less developed areas in which every resource
offered by nature needs to be stretched to the maximum advantage. (Para
15)

8. The success of plans for development of inland services in the Ganga
river system will depend, in a large measure, on the feasibility of maintain-
ing navigable channels in the rivers, a serious problem in this connectian

- being bank erosion. River training works and adequate conservancy
arrangements are, therefore, of great importance. (Para 15)

9. In view of the construction of the Farakka Barrage and the connected
development of the river Bhagirathi, it is necessary to make a fresh appraisal
of potential of the all-India waterway between Calcutta through Patna and
Uttar Pradesh. Technical and economic problems connected with this deve-
lopment should be considered as part of this appraisal. (Para 15}

10. An essential step is to build up a suitable organisation which can
undertake responsibility for developing and maintaining the waterways in
Kerala, including introduction of better craft and for organising and assist-
ing boatmen with a view to enabling them to provide services on & commer-
cial basis. This organisation should work out detailed plans for the deve-
fopment and operation of waterways as an integral part of the transport
system in the State covering & period of ten to fiftcen years. ( Para 17)

11. A detailed project for the development of Mormugao port is now
under preparation, Along with this project, it is necessary to prepare a
plan for the development of waterways with a view to realising their eco-
nomies in the transport of iron ore to the maximum extent possible. (Para

18)

12. Paradeep has been devel
facilities and an express highway

Joped as an all-weather port with alongside
which will provide a direct road Link
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from the mines to the port is about to be completed. The future of water-
ways particularly from the point of view of export of iron ore through
Paradeep, has to be assessed afresh in the context of these developments.
(Para 19)

13, In Andhra Pradesh, the Krishna and the Godavari delta canals
provide vital lines of communication connecting the Kakinada and Masuli-
patnam ports and suggestions have been made for development of these
waterways. In other States also, particularly Maharashtra and Gujarat,
there are waterways whose potential could be developed further. (Para 20)

14, Measures have to be considered for utilising the potential offered
" by the Damodar Valley Corporation Canal. (Para 21)

CHAPTER XI-—Pipelines and Ropeways

1. In India pipelines have come into increasing use in recent years and
may be expected to play a larger role in the future due to developments like

movement of crude oil, oil exploration, oil refining and petro-chemienl
industries. (Para 1)

2. Pipelines entail heavy fixed costs, but their operating costs are low,
average costs per tomne-kilometre depending largely on the throughpat.
However, since pipelines must be used for specific products, it is important
that projections of future traffic requirements should be made with special
care. (Para 4)

3. (i) In view of the capital intensive character of investment in pipe-
lines, it is suggested that the Ministry of Petroleum and Chemical Industries
should make an early apprasal so as to establish operational cost data which
may provide guidance in future projects.

(ii) Though the experience gained so far is limited, it should still be
possible to verify the assumptions and estimates made at the time of taking
the initial mvestment decisions and to set appropriate norms for future
development and operation -of pipeliges.

(1) In respect of product pipelines, distribution costs in relation to
various consuming centres should be assessed and an attempt made to ascer-
tain the cost to the economy as a whole.

(iv) While comparing the economuics of pipelines and rail or road trans-
port it will be important to assess the extent of capacity already available
and the desirability of putting existing investments to full use, taking into
account the foreign exchange costs of pipelines.  (Para 5)

4 Pipehnes have also a significant role to play respect of petro-
chemical industrics and fertiliser production. Scope for use of pipelines to
supply coal from washeries to nearby stee] plants and power houses deserves
closer investigation. (Para 6)

3. (i) Ropeways are used mainly for carrying bulk materials like
sand. soal, stone, ore ctc. They are suitable for comparatively short hauls
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over terrain where construction of roads or provision of other transport s
either not feasible or is too expensive, provided also that there is a steady
flow of material to be moved.

(ii) In wiew of the high capital cost and the large foreign exchange com-
ponent, the economic feasibility of costlier ropeway projects should be
examined closely before approval is given. (Para 7)

CHAPTER X1I—Air Transport

1. The present is an appropriate time to undertake a fresh review of the
existing fare and freight structure, the principles of pricing followed as well
as the system of cost and budgetary control employed by Indian Airlines
Corporation, having regard specially to the programme of development
envisaged for the Fourth Plan penod. While there might be marginal
adjustmentssfrom year to year, as a matter of policy, these various aspects
should receive fresh and systematic scrutiny on the part of the Corporation
and the Government at regular intervals. (Para 6)

2. The existing network of services is relatively adequate in relation to
trunk routes. These are operated with comparatively greater efficiency and
provide a higher level of service than the regional routes. While steps are
being taken by the Ministry of Civil Aviation to bring about improvements
on many of the regional routes, civil aviation and communication facilities
are admittedly deficient. (Para 8)

3. Several new and growing centres of economic and industrial import-
ance need to be better served, for mstance, the industrial complexes of the
coal-steel belt. Economic development in a number of regions in the
country could be accelerated and their administration greatly facilitated if
more adequate air services could be provided. Of these, the most import-
ant instance is that of the Assam region, where a regional network of services
based on the area itself is a priority requirement equally from the economic,
administrative and political aspects. Large tracts in the country, speciaily
in Madhya Pradesh, Orissa and parts of Andhra Pradesh need to be served
more effectively than at present. In the southern region also, therc 1s scope
for developing mew sources of traffic. It is, therefore, suggested that a
reappraisal of the existing structure of air services should be undertaken by
the Indian Airlines Corporation n consultation with the Government.

The objectives of development and profitability would have to be care-
fully reconciled in the context of the present economic and industrial require-
ments and likely development over the next few years.

¢, air transport offers somewhat limited scope for
modes of transport. Nevertheless, specially in the
air transport requirements need to be studied along
f other transport services so that, to the extent
could take such assessment into account. It

(Para 8)

4. By its very natur
coordination with other
regions referred to above,
with the requirements Of
possible, plans of development
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would be desirable to evolve a carefully worked out overall plan for the
futare development of domestic air services. Along with these, comple~

mentary civil aviation and aeronautical facilities will also need to be planned
for.

For a period, it would be necessary to take special steps to diminish
possible losses. Fares and freights might vary in different regions. As a
matter of policy various measures may be necessary to assure the volume of
traffic needed to facilitate economic operation. Composite cargo-passenger
services may be found feasible. Decisions of this nature have to be taken

by the Government as part of coordinated regional transport plans. (Para
9)

5. The Civil Aviation Development Fund recently set up by the Govern-

ment of India should assist in developing services along the lines proposed
above, -

The introduction or discontinuance of a particular air service should
1o each case be considered in relation to the total transport requirements of
a region and the requisite traffic and the possibilities of economic operation
should be explored as far as possible through a coordinated scheme of deve-
lopment which encompasses all the principal modes of transport. As
resources permit and favourable techmological developments occur over a

period, the effort should be to introduce aircraft which can operate at low
cost even over short distances. (Para 10)

6. It is suggested that there should be a re-examination by the Indian
Ajslines Corporation and the Government of existing arrangements for the
operation and control of domestic air services at the regional level. It is
realised that trunk air services account for about 70 per cent of the total
revenue and there are limits to the regionalisation of services. However,
1f regional organisations were more adequately equipped and could serve as
semi-zutonomous and self-contaned units for costs, profits, etc. there might
be gains in performance both operationally and in economic terms. Taking
Delhi, Bombay, Calcutta and Madras as the principal centres for regional
operation, it would be appropriate also to separate headquarters costs from
those of the Delhi, Bombay and Calcutta regions. Also, specially in the case
of Calcutta, in view of the difficulties of operation and other problems which
have come into prominence more recently, there would be advantage in
establishing a subordinate unit for operations within the Assam region. If
need be, within the Assam region, the resources of private operators could

also be pooled and utilised as part of a wider system under the control and
direction of the Indian Airlines Corporation. (Para 11)

7. With the economic and industrial development now under way and
that projected for the future, air transport will have a larger and more
significant role. Questions bearing on coordinated operations of air ser-
vices along with other services will now call for closer study. More
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specially, in relation to the requirements of large parts of the country, such
ag the Assam region, the coal-steel belt and the sonthern region, the possible
contribution of air transport to future development will have to be identified
and provided for in future plans. (Para 12)

8. Air services have a vital role in the promotion of tourism. From this
aspect it is necessary to stress the quality of service available, both on regional
and on trunk routes, and the need to improve the existing travel facilities,
transport, accommodation, catering and other conveniences, specially out-
side the metropolitan centres. (Para 12)

CHAPTER XII—Machinery for coordinating transport programmes and
policies

1. For achieving coordination between tranmsport programmes and
policies, it is essential to develop adequate machinery, organisation and
instruments for giving effect to approved programmes and policies and review-
ing them from time to time as part of a functioning system, in which all the
agencies concerned, both at the Centre and in the States, act as partners
working within a framework of common policies and assumptions. Any
machinery that may be devised must change and grow over a period until
1t becomes more adequate to the task entrusted to it and can operate with
the necessary knowledge of facts and problems and a degree of flexibility in
dealing with changing situations. (Para 1)

2. It is essential to devise suitable machinery within the Central Govern-
ment as well as at the State level for carrying out the policies outlined in
the Report and, mere specially, for assessing the volume and composition of
traffic, coordinating investments, obtaining data on relative costs, fares and
freights, proposing from time to time appropriate fiscal measures and pricing
policies and changes in the scheme of regulation, and promoting greater
integration between different services. (Para 3)

3. Action by way of ‘coordination’ bes between ‘planning at one end

and ‘operations’ at the other. The principal tasks to be undertaken by way

of coordination are :

() to study from time to time the relative costs of providing differ-
ent transport services and Government’s fiscal and pricing
policies and related fare and freight structures, having regard
to the scheme of allocation of traffic under the approved plan
of development;
to propose measures for correcting imbalances between avail-
ability of transport and the requirements of the economy in res-
pect of different modes of transport both in the aggregate and
in different parts of the country; and

(b)
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(c) to suggest specific measures for the regulation of trapsport in
pursuance of principles and policies approved by Government,
including traffic envisaged for different services (Para 4).

4. ‘Coordination’ has to be achicved in the following principal contexts :

(a) between the network of transport services taken together and
the requirements of transport for the economy as a whole;

(b) between different transport services infer se and, more specially
between—

(i) rail and road traasport;
(i) rail, road and inland water transport; and
(iii) rail and coastal sea transport;

(c) within the Central Government, between the Ministries con-
cerned with transport and problems of policy affecting trans-
port;

(d) between the Central Government and each of the State Govern-
ments; and

(e) within each State or region, between different transport ser-
vices, specially rail, road, inland water transport and ports.

In a sense, these are different facets of a common problem which arise
inevitably as between various modes of transport and at different levels
within the national economy, (Para 7)

S. In the field of transport, the overall responsibility of the Central
Government is a necessary condition of planned and coordinated develop-
ment. The Central Government is in a position to see the picture as a
whole in relation to the present and future needs of the economy and to
integrate with these the requirements of national defence. It can provide an
appropriate framework of policy-—economic, social and legal—within
which State Governments may undertake development in the spheres assign-

ed to them and ensure the pecessary coordination between different transport
services. (Para 8)

6. Within the Central Government, three main agencies are at present
responsible for providing transport services—the Ministry of Railways, the
Ministry of Transport and the Ministry of Civil Aviation. In principle, it
1s possible that functions entrusted to these Ministries could be assigned to
a single Ministry incharge of transport. This would be in itself an cxtremely
heavy burden to carry. While such a course may make it easier to view
the various media of transport as a composite network and as a total service
to be provided in adequate quantitv and at the appropriate level of efficiency,
problems of coordination of transport go far beyond this limited issue. In
either case, there will be need for special arrangements for achieving co-
ordination on a continuing basis. The problem of creating a suitable machi-
perv for the coordination of transport and equipping it adequately with
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resources and personnel for studying relative costs of providing different
transport services and Government’s fiscal and pricing policies and related
fare and freight structures, framing policies for the regulation of transport
and anticipating and correcting short term imbalances should be regarded as
a distinctive one. (Para 9)

7. For any coordimnation machinery to function effectively, the first condi-
tion 1s the building of an organisation capable of undertaking independent
studies and economic appraisals, providing data on relative costs and follow-
ing up decisions with authorities responsible for implementation. The nucleus
of such an organisation is now available in the Joint Technical Group for
Transport Planmng This unit should be strengthened and equipped ade-
quately for undertaking studies and collection of data required for coordi-
nating development programmes and rating policies m respect of different
modes of)tmnspon. (Para 12)

8. The existing Planning Committee on Transport which guides the work
of the Joint Technical Group for Transport Planning should be reconsti-
tuted and should function as the Transport Planning and Coordination Com-
mittee. The Joint Technical Group for Transport Planning should serve as
the Technical Secretariat of the Transport Planning and Coordination Com-
mittee. The Committee should meet at regular intervals and consider reports
and studies prepared by the Joint Technical Group and research organisa-
tions in the Ministries of Railways, Transport and Civil Aviation as well as
in the States. (Para 13)

9. To facilitate consideration of important questions of policy and to
provide guidance from time to time to the Transport Plapning and Coord:-
nation Committee and to the Ministries, we suggest that the Prime Minister
may constitute 8 Committee of Mimisters, consistmg of the Ministers mcharge
of Railways, Transport and Civil Aviation, Minster of Industry, Mmister of
Planning, Minister of State in the Ministry of Finance, and the Member of
the Planning Commission incharge of Transport. The Prime Minister may
appoint a member of the Commuttee to serve as Chairman. (Para 14)

10. The existing agencies for development and coordination at the
national level include the National Harbour Board and the Transport
Development Council, the latter being supported by an Adwisory Com-
mittee for Roads and Inland Water Transport The Traosport Develop-
t Council has served as a useful forum for the consideration of common
problems affecting the development specially of those sectors of transport
which fall within the plans of States. In relauon to these, 1t has done much
to help evolve a consensus from the point of view of the country as a whole

(Para 15)

11. To secure an adequate mea.'surc of
implementation, the necessary machinery sh

men

coordinated action by way of
ould exist and should be in a
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position to function continuously and with the support of the Centre and
the States. These considerations have led to the recommendation for the
setting up of the Council for Transport Coordination. This body would be
concerned with the general and overall problems of coordination and, besides
reviewing implementation of measures and policies pertaining to the co-
ordination of transport, would provide direction and guidance to the road
transport industry and other interests as well as advise on programumes of
studies to be undertaken by the Joint Technical Group for Tramsport Plan-
ning, by research organisations in the Ministries and technical units establish-
ed in the States. The Council would be composed of members of the Com-
mittee of Ministers on Transport at the Centre and State Ministers in-
charge of Transport and Roads. The Council for Transport Coordination
would supplement and carry further the work of the Transport Develop-
ment Council, specially in fields where larger considerations of poligy demand
unified action between the Centre and the States and problems of the
transport sector as a whole have to be considered in their wider setting, The
Chairman of the Committee of Ministers would serve as Chairman of the
Council for Transport Coordination. The three organisations proposed
above namely, the Transport Planning and Coordination Comumittee, the
Central Committee of Ministers on Transport and the Council for Transport

Coordination may be set up under a Resolution of the Government of India
in the Cabinet Secretanat. (Para 16)

12. In the scheme of coordination for road transport proposed in the
Report, the broad line of distinction is between inter-State road traffic and
intra-State road traffic. Corresponding to this, responsibility for coordinating
road transport within a State would devolve on the State Transport Autho-
nty. Since an overall view has to be taken of the requirements of road
transport in terms of the mtegrated development of transport facilities,
State Transport Authorities should function increasingly on the basis of
systematic assessment of requirements for road transport made by them and,
for the country as a whole, by the Inter-State Road Transport Commission.
On wider questions bearing on policy and coordination, the Transport
Planning and Coordination Committee at the Centre could provide a measure
of support to the State Transport Authorities. {Para 18)

13. To facilitate formulation of integrated transport plans for individual
States or regions, 1t is recommended that each State Government should con-
stitule a State Advisory Transport Board. Besides the principal agencies of
the State Government, such as the Road Planning Board, the State Transport
Authority, the Transport Commissioner or Secretary of the Transport
Department and the Development Commissioner, others to be represented
on the Board might be the General Managers of the main Zonal Railways,
the Chzairman of the Port Authority of the major port (if one exists in the
State) and persons drawn from the road transport industry, both public and
private. State Advisory Transport Boards are ex

. ¢ pected to give material help
in the formulation and review of composite transport plans for the Fourth
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and Fifth Plan periods which, it is hoped, will emerge as a consequence of
the regional transport surveys which are now under way in different parts of

the country. (Para 19)

14. To stimulate transport research and studies, both within the
Government and the universities, it is recommended that a Centre for Trans-
port Research and Training should be developed. The Centre should under-
take research into the basic problems of long term transport development,
including studies of comparative costs, and should assist the Central
Ministries and the States in undertaking special investigations and surveys.
It should provide facilities for work and traming to persons drawn from
Central and State organisations concerned with different transport services,
from the road transport and other transport industries and from universities.
After it has', made some headway, the Centre could provide not only inten-
sive training courses for specialised personnel engaged in or required for
research in traasport problems, but also shorter orientation courses for senior
personnel drawn from the railways, from road transport organisations, port
administrations, shipping and major industrial projects. In due course, the
work of the Centre should come to exert increasing influence on the quality
of data available for planning and coordination and on methods of planning

in the transport sector.

Such a Centre could be set up as a non-government institution folly
supported by the Planning Comumission and the Ministries of Railways,
Transport and Civil Aviation and Finance and also the States. A detailed
project should be drawn up and provided for as a specific scheme in the
Fourth Five Year Plan. (Paras 20 and 21)

CuAPTER XIV—Orgensation and collection of data on trafhc flows and
transport costs

1. In the discussion in this Report of problems of plapning and co-
ordination of different transport services, the need for two sets of key data
has emerged repeatedly. These relate to traffic flows and transport costs.

(Para 1)

2. For achieving a rational allocation of traffic and, therefore, a plan of
investment in the interest of the economy as a whole, it is of the greatest
importance to obtain accurate information regarding the demand for the
movement of commodities by different modes of transport and the relative
costs of carrying them. Without these, it is not possible to work out pricing
policies which may be justified on ccopomic criteria or to konow fully the
implications of pricing policies which may practice be followed. (Pare &)

3, Unless it becomes possible to establish and compare costs for given
flows of traffic for different modes of transport, the essential objective of
transport policy, namely, to develop the various modes as complementary
services in such proportion and combinations as will meet the total need
of the community, at a minimum cost to the economy, cannot be secured.
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It is also essential to view this central objective in the context of growth,
more specially ot changes in volume and composition in the services needed
by the economy from period to period and, having regard to technological
and other changes, the costs at which these services can be provided.
(Para 3)

4. At present, information on raill movements by commodities along
specific routes or sections is not readily available and has to be processed
afresh from primary data. With the mechanisation of traffic accounts and
statistics on the Indian Railways and simplfication of procedures now in
progress it should become relatively easier in the future to obtain such data
both more speedily and at regular intervals. (Para 5)

5. In the work of the Joint Technical Group for Transport Planning, it
has been envisaged that with the preparation of each Five Year Plan, oppor-
tunity should be taken to review progress, collect afresh the basic data
needed and project the long term transportation plan for a further period of
ten or fifteen years. It 1s expected that the studies now in progress will
enable the Central Mimstries concerned, in cooperation with the Planning
Commussion and the States, to implement with fuller knowledge of detail and
to elaborate further plans formulated for the development of transport for
the Fourth Five Year Plan period. They should also assist the Planning
Commission and other agencies in working out a broad plan for the period
1971-76, sufficient at least to facilitate some of the basic decisions, and
perhaps also to suggest certain guidelines for the period 1976-81. (Para 8)

6. On the basis of the work already initiated, it is proposed that the
Government of India should organise an all-India transportation survey at
five yearly intervals. The survey should collect data for the last year of each
Plan period. It should take advantage of all available data and shouid be
undertaken as far as possible through existing research organisations in the
Central Mimnsstries and in the States. The help of research organisations
outside the Government should also be taken. The detailed scope and
methodology of the survey will need to be considered carefully in the lLight
of the expenence gamed in commodity studies and the regional transport
surveys. We believe that such a survey of transportation, covering all modes
of transport and undertaken at regular intervals, will be of great value in
the planning and development of transport as well as in projecting the long

term transportation requirements of the country and of different regions.
(Para 8)

7. It has now become incumbent on every transport enterprise, specially
those operated by State undertakings and indeed in the transport sector as a
whole, to develop adequate costing systems and to pursue the objective of
cost reduction continuously and as a matter of general policy This is a *
necessary condition i investments mn the development of transport capa-

citi?s are to make the contribution due from them to the rapid growth of the
national economy. (Para 10)
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8. Comparisons between costs of different modes of transport or their
aggregation in a meaningful way call for a degree of uniformity in the
basic accounting and statistical concepts which are adopted as well as in the
methods of analysis. It is in this sense that the introduction of the practices
of management accounting has become a matter of high priority in several
fields, notably in the management of ports. Also for sumilar enterprises, such
as road transport undertakings there is need for uniform accounting systems.

(Para 11)

9. For undertaking the tasks ahead in the area of transpost cost studies,
special steps should now be taken to strengihen the necessary administrative
and technical arrangements. The cell within the Directorate of Statistics 1
the Railway Board for the study of costs could be readily strengthened. The
Directorate of Transport Research in the Ministry of Transport should be
equipped with a umt which could study specially costs of services provided
in different ports and by different road transport undertakings and also under-
take cost-benefit studies. Port authorities, road transport undertakings and
other pubhc enterprises in the field of transport should also organise cost
studies, so that continuous efforts may be made to reduce costs and enlarge
surpluses for development. Within the Joint Technical Group for Trans-
port Planning also, there is need to set up a cell for cost studies which could
interpret the results of studies concerning costs of different modes of trans-
port. In cooperation with the Minstries of Railways and Transport and
the Management Group of the Committee on Plan Projects, this cell could
help evolve a common approach to questions of definition, criteria and
methods of analysis in the presentation of basic cost and accounting data

in the field of transport. (Para 12)

10. The Transport Planning and Coordination Committee should initiate
a series of case studies on transport costs. These should relate to specific
movements of commodities 1 which transport costs constitute a significant
element, as m exports of iron ore, or where greater knowledge of costs will
asqist in evolving policies for coordination between different modes of

transport. (Para 13)

CHAPTER XV—Concluding observations

1. Transport is a highly capital intensive field of development There-
fore, application of appropriate cost-benefit criteria for selecting projects,
careful attention to their preparation and execution according to schedule,
the building up of adequate technical orgamsations, collection on a continu-
ing basis of economic and statishcal data and projections of
future growth, deterrunation of costs, adoption of programming techniques
and sound management practices, correct pricing policies and studied efforts
to reduce costs of transport and foreign exchange expenditure are essential
to the successful operation of transport services and the generation of inter-
nal resources for future development to the greatest extent possible. (Para 2)



224 TRANSPORT POLICY AND COORDINATION

2. There is an important common area of planning between tramsport,
industry and energy to which the Planning Commission and the Ministries
should give much greater attention in the future. Its two main aspects are
the promotion of indigenous manufacture of various types of equipment
required in transport operations and fuel policies in relation to transport
development. Similarly, while manufacturing developments bearing on rail
transport and road transport are receiving considerable attemtion, much
remains to be done in respect of road construction equipment, cargo hand-
ling equipment, harbour craft and different types of marine engines. Though
these subjects are beyond the scope of this Report, attention is drawn to
them, as they have an important bearing, both on the growth of industries
within the country, on which depends the uminterrupted development of
transport services, and on reduction in the foreign exchange costg of trans-

port projccts, which is at present an urgent aspect of transport planning.
(Para 3)



APPENDIX 1

GOVERNMENT OF INDIA RESOLUTION DATED JULY 22,
1959 REGARDING THE APPOINTMENT OF THE COMMITTEE

The Planning Commission and the Ministries of Railways and Transport
.and Communications have had under consideration for some time past sug-
gestions relating to the coordination of different means of transportation,
especially rail and road transport, and their future development having
regard to the needs of the growing economy of the country. It has been felt
that a comprehensive examunation of these problems at this stage will be of
material assigtance in the formulation of plans of future development in the
field of transportation. It has accordingly been agreed in consultation with the
Ministries of Railways and Transport and Communications to constitute 2
Commiuttee to study the problems involved, and to make recommendations
on the measures requred to secure the necessary coordination between diffe-
rent means of transport and on long-term policies and considerations which
should guide their future development.

2. The Committee will consist of the following :—
Chairman
1. SurI K. C. NeoGy.

Members

2. SHRI VISHNU SaHAY, ICS,
Secretary, Planning Commission.

3. Sur1 R. L. GupTa, ICS,
Secretary, Department of Transport,
Ministry of Transport and Communications.

4. Suri K. B. MATHUR,
Chairman, Railway Board,
Ministry of Railways.

5. SHr1 A. K. Roy,
Secretary, Department of Economic Affairs,
Ministry of Finance

6. Suri S. RANGANATHAN, ICS,

Secretary,
Ministry of Commerce and Industry.
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Shri K. L. Luthra, Director, Transport Division, Planning Commission
will be the Secretary of the Committee,

3. The terms of reference of the Committee will be as follows :—

Taking into account the existing stage of development of the various
means of transport and the economic, political, social and strategic purposes
which the transport machinery is designed to serve, the Committee should
recommend :—

() what broadly should be the long-term tramsport policy of the
country, so that the development of the transport machinery
may be effected in consonance with our growing needs, with
economy and efficiency, avoiding duplication to the meximum
extent practicable; )

(b) in keeping with the policy defined under item (a) ‘what should
be the role of the various means of transport in the country
during the next S to 10 years; and

(c) what is the best mechanism for the regulation and coordination
of the various means of transport, so that the transport needs of
the country are met in an efficient and economic manner con-
sistent with the larger interests of the country 7

4. The headquarters of the Committee will be at New Delhi but the
Lommittes may visit such places as may be considered necessary for its work.

ORDER

Ordeyed that a copy of the Resolution may be communicated to all con-
eerncd and that it be published in the Gazette of India for general informa-
tion. .

Sd./- TARLOK SINGH
Additional Secretary to the Government of India
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GOVERNMENT OF INDIA RESOLUTION DATED FEBRUARY 21,
1964 REGARDING THE RECONSTITUTION OF THE COMMITTEE

) The Committee on Transport Policy and Coordination which was set up
vide Planning Commission Resolution No. PC(TPT)3/6/59 dated the 22nd
July, 1959, has been reconstituted as follows :—

Chairman
1. SHRI TARLOK SINGH,
Member (Administration and Transport),
Planning Commission.
- Members
2. SHRI R. L. GUPTA,
Principal,
Administrative Staff College of India,
Hyderabad (Dn.).
3. SHRI S. RANGANATHAN,

Secretary,
Ministry of Industry.

4. SHR1 KRIPAL SINGH,

Member (Transportation),
Railway Board.
5. Suri L. K. JHA,

Secretary,
Department of Economic Affairs,

Ministry of Finance.
6. SHRI G. V. AYYAR,

Secretary,

Ministry of Transport.

7. DRr. I. G. PATEL.
Shri K. L. Luthra, Director, Transport Division, Planning Commission,

will be the Secretary of the Committee.

ORDER

Ordered that a copy of the Resolution may be communicated to all con-
cerned and that it be published in the Gazette of India for general informa-

tion.

8d./- K. A. P, STEVENSON
Jeint Secretary to the Government of India.
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ORGANISATIONS AND INDIVIDUAL SCHOLARS AND SPECIALISTS
FROM WHOM MEMORANDA WERE RECEIVED BY THE
COMMITTEE ON TRANSPORT POLICY AND COORDINATION.

A. Industrial and Commercial Associations

1. Federation of Indian Chambers of Commerce and Industry, New

Delhi,
The Associated Chambers of Commerce and Industry, Caicutta.
Bengal Chambers of Commerce and Industry, Calcutta.
. Bombay Chambers of Commerce and Industry, Bombay,
Madras Chambers of Commerce and Industry, Madras.
Upper India Chambers of Commerce and Industry, Kanpur.
The Indian Roads and Transport Development Association, Bombay.
- All India Motor Unions’ Congress, New Delhi.
- Jodhpur Truck Operators Association, Jodhpur.
- Madras State Lorry Owners’ Association, Madras.
- Motor Vehicles and Allied Industries Association, Madras.
- Ambala Bus Syndicate Private Limited, Rupar.
. Indian Tea Planters’ Association, J alpaiguri.
. The Indian Coastal Conference.
15. The Committee of Inland Water Transport Operators.

B. Universities
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1. Allahabad University, Allahabad.
- Andhra University, Waltair.

. Gauhati University, Gauhati,

- Karnatak University, Dharwar,

- Nagpur University, Nagpur.

. Poona University, Poona.
Vikram University, Ujjain.
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C. Scholars and Specialists

1. Dr. A. N. Agarwala, Professor of Commerce, University of Allaha-~
bad, Allahabad,

2. Shri K. C. Bakhle, former Chief Commissioner, Railways.
3. Dr. Baljit Singh, D
Lucknow,

4. Shri A. K. Basy, former Member,
Committee (1957).

epartment of Economics, Lucknow University,

Railway Freight Structure Enquiry
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5.

6.

7.
8.
9.

10.
11.

12.

13.
14.

15.

16.

17.

18.

19,
20.

RECEIVED

Fou]
Professor S. K. Basu, Department of Ecomomics, Calcutta University,
Calcutta,
Shri Bhabatosh Dutta, Professor of Economics, Presidency College,
Calcutta.
Shri V. P. Bhandarkar, former Member, Railway Board. ~
Dr. H. L. D¢y, former Member, Tariff Commission,
Professor D. R. Gadgil, Gokhale Institute of Politics and Economics,
Poona.
Dr. B. N. Gangul, Director, Delhi School of Economics, Delhi.
Professor D. Ghosh, Institute of Gandhian Studies, Varanasi.
Dr. P. S. Lokanathan, Director-General, National Council of Applied
Fconomic Research, New Dethi,
Dr. B. K. Madan, Reserve Bank of India, Bombay.
Shri K. B. Mathur, former Chairman, Railway Board.
Dr. S. K. Muranjan, Bombay.
Dr. V. V. Ramanadham, Commerce Department, Osmania Univer-
sity, Hyderabad.
Professor S. B. Rangnekar, Department of Economics, Punjab Uni-

versity, Chandigarh.

Shri A. P. Sarkar, former Financial Adviser and Chief Accounts
Officer, Railways.

Professor B. R. Shenoy, Gujarat University, Ahmedabad.

Shri S. L. M. Simha, Economic Department, Reserve Bank of India,
Bombay.

D Foreign

1.
2.

Mr. M. R. Bonavia, British Railways Staff College, London.
Mr. John Hay, M.P., Parliamentary Secretary, Ministry of Transport,
London.

_ Mr. H. A. Short, General Manager, North Eastern Region, British

Railways, London.

 Mr. A. A. Walters, Unwversity of Birmingham, Birmingham.

Major General Wansborough Jones, Secretary-General, Brtish Trans-

port Commission, London.
Mr. D. C L. Williams, Secretary, Department of Shipping and

Transport, Australia.



APPENDIX 3
SURVEY OF ROAD TRAFFIC (1959-61)

As available basic operational data in respect of transport of goods by
road were very inadequate, the Committee on Transport Policy and Co-
ordination decided to undertake factual sample surveys on six selected
routes with a view to studying the nature and volume of goods fraffic carried
. by road transport in seme detail. These routes were : (i) Amritsar-Delhi-
Kanpur; (i) Calcutta-Patna; (iii) Bombay-Bangalore; (iv) Madras-Banga-
lote; (v) Calcutta-Rajmahal; and (vi) Bombay-Nagpur.

2. The survey on each route was conducted round the clock for a week.
The vehicles moving to a distance of five miles or less, undertaking essen-
ually intra-city movement, were not counted. Data were collected in Tes-
pect of public carriers, private carriers, government department vehicles
such as P.W.D. lorries, tractor trailer combinations and delivery vans.
Passenger buses, new chassis, unregistered new vehicles and military vehicles
were not checked.

3. The survey was intended to throw light on the following main points
for vehicles operating on each route selected for the survey :—

(i) type of vehicle (petrol or diesel);
(ii) payload or the carrying capacity of the vehicle;
(i) type of permit held by the vehicle;

(iv) total distance covered by the vehicle and distance covered on
the route under survey; and

(v) commodities carried, quantities carried and distances over
which they were carried.

For purposes of analysis, the commeodities carried were classified into
major groups, such as, products of agriculture, provisions, animals and ani-
mal products, finished goods, products of mines, products of forests, manu-
factures and ‘others’. ‘The results of the survey are summarised in this
Appendix,

NUMBER OF VEHICLES CHECKED

4. The table below indicates the total number of vehicles counted on each
selected route during the survey week.
230
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Table 1 : Total number of vehicles checked

route survey  total number percentage
week of vehicles to
counted total
Amritsar—Deth{ . . . 23-11-59 4,700 5-84
2 D:lhi—Amritsar . . . 30-ltlo—59 5,144 640
total . B 9,844 - 12-24
3 Delhi—Kanpur . . 16-12-59 5,249 6-53
4 Kanpur—Dzlhi . 23-;3—59 5314 660
total . . 10,563 13-13
4% Patna—@alcutta . . . 5-1-60 7,939 9-87
& <Calcutta—Patna . . . 12—t1?60 8,898 11-06
total N . 16,837 20-93
7 Bombay —Bangalore . 11-2-60 7,992 Y-94
8 Bangalore —Bombay . . 18-t2ciso 8,116 10-09
total . . 16,108 20-03
9 Madras—Bangalore . . 9-3-60 4,7¢4 5-85
10 Bangalore—Madras . . 16»‘3(160 4,837 6-04
total 9,541 11-86
11 Calcutta—Rajmahal . f 25-10-60 1,341 1-67
12 Rajmahal—Calcutta . 1-1?—60 1,389 1-73
total AN 2,730 3-40
13 Bombay—Nagpur . . . 17-2-61 7,497 9:32
14 Nagpur—Bombay . 24-’.;-61 7,304 9-08
total 14,801 18-40
grand total . . . 80,424 100-00

Taking the traffic in

both directions on all the survey routes together,

ods vehicles checked came to 80,424 of which the
highest proportion (20.93 per cent) was observed on the Calcutta-Patna
route, followed by Bombay-Bangalore route (20.03 per cent). Thus, 40.96
per cent of the total number of vehicles were counted on the two routes viz.,
Calcutta-Patna and Bombay-Bangalore, The other survey routes, namely,
Amritsar-Delhi, Delhi~Kanpur, Madras-Bangalore, Calcutta-Rajmahal and
Bombay-Nagpur accounted for 12.24 per cent, 13.13 per cent, 11,86 per
cent, 3.40 per cent and 18.40 per cent, respectively.

the total number of go
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PuBLIC AND PRIVATE CARRIERS

5. The percentage distribution of vehicles into public and private carriers

is gven below :—

route

Amritsar—Delhi
Delhi —Amnitsar
D:lhi—Kanpur
Kanpur—Delhi
Patna—Calcutta
Calcutta—Patna
Bombay-—Bangalore
Bangalore—Bombay
Madras—B=ngalore
Bangalore—Madras
Calcutta —Rajmahal
Rajmahal—Calcutta
Bombay—Nagpur
Nagpur—Bombay

all routes

Of the total number
and only 9 percent private carriers.

Table 2 : Public and private carriers

publsic
carriers

91

" (per cent)

private
carriers

5

——

— et
O 0B O-InN—h D

of vehicles counted, 91 per cent were public carriers
The proportion of public carriers

ranged from 92 to 96 per cent on the Amritsar-Delhi, Delhi-Kanpur,
Bombay-Bangalore and Bombay-Nagpur routes and from 81 to 90 per
cent on the Calcutta-Rajmahal, Madras-Bangalore and Patna-Calcutta

routes.

TYPES OoF PERMITS

6. The percentage distribution of vehicles by types of permits is indicated

below.

Table 3 : Distribution of vehicles by types of permits

route

Amri sar—Delhj
Delhr—Amritsar
Delhi ~-Kanpur
Kanpur—Delhu
Patna —Calcutta
Calcutta-—Patna
Bombay--Bangalore
Bangalore —Bombay
Madras— Bangal 're
Bangalore ~Madras
Calcutta- —Rajmahal
Rajmahal—Calcutta
Bombay--Nagpur .
Nagpur—Bombay |,

all router

parmanent

(per cent)
temporary
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A‘s many as 18 per cent of all vehicles checked operated on temporary

permits.  The highest proportion of temporary permits was found mn use

on the Calcutta-Patna route (43 to 51 per cent) followed by Calcutta.

Rajmahal (12 to 22 per cent), Bombay-Bangalore (15 to 19 per cent),

Delhi-Kanpur (14 to 19 per cent), Bombay-Nagpur (10 to 13 per cent),
Amritsar-Delhi (4 per cent) and Madras-Bangalore (3 to 4 per cent).

AGE DISTRIBUTION OF VEHICLES

7. .The age distribution of motor goods vehicles on various routes sur-
wveyed is given in Table 4 :

Table 4 : Age distribution of vehicles

(per cent)
route 1950 1951-55 1956-€0
o4 earlier
Amritsar—Dethi 6 21 73
Delhi—Amuritsar 6 19 75
Dezlhi—Kanpur . 6 13 8¢
Kanpur—Delhi N . 7 13 8G
Patna—Calcutta . ’ 15 10 75
Calcutta—Patna . . . . . B 16 9 75
‘Bombay—Bangalore / 48 4 48
‘Bangalore—Bombay . . 47 5 48
Madras—Bangalore . . 56 7 37
‘Bangalore—Madras . . . . 54 7 39
Calcutta—Rajmahal . 25 8 67
Rdjmahal—Caloutta .« . . 23 8 69
‘Bombay—Nagpur . 36 4 60
Nagpur—Bombay . . 36 5 59
. 28 9 63

all routes

erved on these routes, as many as 28

ars old, the largest proportion of these
nt).

Of the total number of vehicles obs

per cent were ten Or more than ten ye:
vehicles being on the route from Madras to Bangalore (over 50 per ce
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PETROL AND DIESEL VEHICLES

8. The percentage distribution ef vehicles according to the type of fuel
used is given below :

Table 5 : Petrol and diese]l vehicles

(per cent)
route petrol diesel
Amritsar—Delhi . . . . . 3 97
Dethi —Ameitsar . . . . . . . . 3 97
Delhi—Kanpur . . . . . . . 3 97
Kanpur—Delhi . . 4 96
Patna—Calcitta . . . . . . . 18 82
Calcutta~Patna . . . . . . . . 19 81
Bombay—Bangalore . . . . . . . 23 v 77
Bangalore—Bombay . . . . . . . 22 78
Madras—Bangalore . . . . . . . 12 88
Bangzlore—Madras . . . . . . . 9 9
Calcutta—Rajmahal . . . . . . . 33 67
Rajmahal—Calcutta . . . . . . . 33 67
Bombay-Nagpur . . . . 22 78
Nagpur—Bombay . . . . 23 7
all routes . . . . . i6 - 84

AVERAGE PAYLOAD OF VEHICLES

9. The average payload or carrying capacity of vehicles operating on
different survey routes is indicated in Table 6.

Table 6 : Average payload

route -

average
payload per
vehicle

(tons)

Amritsar—Delhi . . . . . . . 7-30
Dethi-—Amritsar . . . . . . . . 7-34
Delhi—Kanpur . . . . . . . . . . 7-11
Kanpur—Delhn . . . . . . . . . . 7-13
Patna—Calcutta . . . . . . . . . 549
Calcutta—Patna . . . . . . . . . 5-55
Bombay-—Bangalore . . . . . . . . . . 4-84
Bangalore—Bombay . . . . . . . . . 4-89
Madras—Bangalore . . . . . . . . . 5-80
Bangalore—Mazdras . . . . . . . . . 5-83
Culcutta—Rajmahat . . . . . . . N . . 5-42
Rajmahal—Culcutta . . . . . . . . . . 5-43
Bombay—Nzgpur . . . . . . . . . . 6-27
Nagpur—Bombay . . N . . . “ . . . 6-26

Froutes . . . . . . 5:87
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Thc_ average payload indicates the capacity of vehicles operating on a
gfzmc‘txlar route... - The' total number of vehicles observed on a route in each
tuectlon was divided into a series of payload capacities of O to 3 tons, 3 to 5
ons, 5 to 7 tons, 7 to 9 tons, and 9 tons and above. Then the total f)ayload
for- each of these series was derived by multiplying the mid-point of the
series by the number of vehicles in that series. The aggregate of this total
payload for each of the series, divided by the total number of vehicles, was
taken to be the average payload. The surveys revealed that the av,erage
payload of a vehicle ranged above 7 tons on Amritsar-Dethi  and Delhi-
Kanpur routes, was between 5 and 7 tons on Bombay-Nagpur, Madras-
Bangalore, Calcutta-Rajmahal and Calcutta-Patna routes (both directions)
and was below 5 tons on Bombay-Bangalore route.

> LoADED AND EMPTY VEHICLES

10. The table bezlow shows the percentage distribution of goods vehi-
cles according as they were found to be loaded or empty during the survey
week on the routes surveyed.

Table 7: Loaded and empty vehicles

{per cent)

route loaded empty

vehicles vehicles
Amritsar—-Delhi . . . . . . 25 25
Delhi—Amritsar - . . . . 83 17
Delhi—Kanpur - . . . . . 79 21
Kanpur— Delhi . . . . . . . 75 25
Patna—Calcutta . . . . . . . 82 18
Calcutta—Patna . . . . . . . 49 51
Bombay—Bangalore . . . . . . . 9 2
Bangalore—Bombay . . . . . . . 75 25
Madras—Bangalore . . . . . . . 1 29
Bangalore—Mzadras . . . . . . . 79 21
Caicutta—Rajmahal . . . . . . . 73 27
Rajmahal—Calcutta . . . . . . . 83 17
Bombay—Nagpur . * . .o . . . 82 18
Nagpur —Bombay . . 83 17
76 24

all routes

surveyed, the proportion of loaded and empty

vehicles was 76 per cent and 24 per cent respectively, Of trucks moving
in either direction of the routes surveyed, loaded vehicles ranged from 71

to 83 per cent with the exception of the Calcutta-Patna direction in which

only 49 per cent of trucks were
1o the total nmum™-z2r of vehicles m
specially high (51 per cent) compared
per cent) and both directions on the Amrits

:I'aking together all the routes

loaded. The proportion of empty trucks
ot 'n the Calcutta-Patna direction was
to the Patna-Calcutta direction (18
ar-Delhi, Dethi-Kanpur, Cal-
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cutta-Rajmahal, Bombay-Bangalore, Madras-Bangalore and Bombay-Nag-
pur routes (17 to 29 per cent).

Loap FAcTor orR ExTENT OF UTILISATION OF CAPACITY OF PUBLIC AND
PRIVATE CARRIERS

11. The load factor represents the relationship between capacity in

available tonne-kilometres (payload multiplied by kilometres covered) and

the actual tonne-kilometre performed. The table below sets out for each

route the load factor or percentage utilisation of public and private carriers.

Table 8 : Load factor of carriers (per cent)

route pubhc Private ajl

carriers carnex;s carriers

Ameitsar —D:lhr . . . . . . 72 62 o9
Declhi-- Amritsar . . . . 78 61 77 6
Dim—Kanpur . . . . . . 78 T a 775
Kanpur—D :thi . . . . . . 78 51 77-1
Patna—Calcutta . . . . . 86 57 83-7
Calcutta —Patna . . . . 67 27 62-8
Bombay -Bargalo:e . . . . . 79 55 78-2
Bongalore —-Bombay . . . . . 68 35 662
Madras—Bangaiore . . . . . 66 38 65-0
Ban xalore—Madras . . . . . 65 47 64-0
Calcutta —Rajmahal . . . . . 94 57 917
Rajmabal —Calcotia . . . . . 91 60 3% 4
Bombay —Nagpur . . . . . 85 62 85-2
Nagpur —Bombay . . . . . 83 65 82-2

all routes . . B . . . 77 46 76 .0

For all the routes taken together, the load factor or the extent of utilisation
was 77 per cent for public carriers, 46 per cent for private carriers and 76
per cent for both public and private carriers taken together. It was observed
that the available capacity of public carriers was utilised to a greater extent
than in the case of private carriers.

, 12. The utihisation of private carriers capacity was the highest on Bombay-
PIagpur route (62 to 65 per cent) and the lowest in the case of their movement
in Calcutta-Patna direction (27 per cent).

AVERAGE PERFORMANCE

13. The table below indicates for each route the truck kilometres of
work performed by the vehicles during the survey week and the average dis-
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tance from the place of origin to the ultimate destination covered by a truck
or the average lead of a truck.

Table 9 : Truck kilometres performed and average lead of truck

route total number truck Average
of kilometres performance
trucks (kilom.etres)

Amri}sar-—Delhx . . . . . . 4,700 900,928 192
Delhi—Amnitsar . . . . . . 5,144 1,040,441 189
Delhl——Kanpul: . . . . . . 5,249 725,557 138
Kanpur—Delhi . v . . . . 5314 802,712 150
Patna—Calcutta . . . . . . 7,939 1,413,482 178
Calcutta—Patna . - . . 8,898 1,470,509 165
Bombay—Bangalore . . . 7,992 1,789,928 208
Bangalore—Bombay . . . . . 8,116 1,894,280 234
Madras—Bangalore . . . . . 4,704 805,541 m

Bangalore—Madras . . . . . 4,837 844,013 174
Calcutta—P,ajmahal . . . . - 1,341 172,723 129

Rajmahal—Calcutta . . . . . 1,389 178,457 128

Bombay—Nagpur . . . . . 7,497 2,261,326 302

Nagpur—Bombay . . . . . . 7,304 2,211,483 302

80,423 16,496,980 204

all routes . . . .

14. The truck-kilometres performed on all the survey routes during the
survey week totalled 16,496,980 of which the highest proportion (27.11)
per cent was contributed by Bombay-Nagpur route and the lowest (2.12)
per cent by Calcutta-Raymahal route.

15. The average performance of trucks during the survey week, taking
all routes into account, was 204 kilometres. It was the highest in the case of
the Bombay-Nagpur route (302 kilometres) and the lowest for the Cal-
cutta—Rajmahal route (128 to 129 kilometres).

MOVEMENT OF TRUCKS ACCORDING TO DISTANCES
16. The percentage distribution of trucks on different survey routes accord-
ing to distance categorics is given below :
Table 10: DisStance categories of trucks

(per cent)

route within 200  beyond 200 beyond 300

miles (320 miles (320 mules (480

kilometres) kilometres) kilometres)
Amritsar—Delhi N . N 78 6 21-4 1-3
Delhi—Amntsar . . . 79-4 20-6 1-1
Delhi —Kanpur . . 88-0 12-0 2:8
Kanpur—Delhi . . 86-8 13.2 2.9
Patna-—Calcutta . . . 89-1 10-9 55
Calcutta—Patna . . f 89-1 10-9 4-6
Bombay—Bangalore . . . 78 6 21-4 77
Bangalore—Bombay . . . 750 250 9-3
Madras—Bangalore . . . 78.7 213 62
Bangalore—Madras . . . 78 3 21.7 7.0
Calcutta—Raymahal . . . 99.6 04 02
Rajmahal—Calcutta . . . 9% 6 04 0.1
‘Bombay-—Nagpur . . . 67.5 32-5 225
Nagpur—Bombay . . . 67.1 32-9 232
80 3 19.7 8.3

all routes
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For all the routes taken together, the proportion of trucks moving less
than 200 miles distance (320 kilometres) on the routes surveyed was 80.3
per cent; those moving between 200 and 300 miles (320—480 kilometres)

was 19.7 per cent and those moving more than 300 miles (480 kilometres)
was 8.3 per cent.

QUANTITIES OF GOODS CARRIED AND TONNE-KILOMETRES PERFORMED BY
VEHICLES

17. The Table below indicates the total quantity of commodities moved
by road and the tonne-kilometres performed by goods vehicles on different
survey routes during the period of the survey.

Table f1: Quantities carried and tonnes kilometres performed by vehicles

route quantity percentage tonne- percentage
(tonnes) to total kﬂometreso to total
Amritsar—Delhi . . . 20,080-67 6-7 4,705,870 62
Delhi—Amyritsar . . . 25,423-06 85 5,493,190 7-2
Delhi—Kanpur . . . . 23,602-55 79 3,885,625 51
Kanpur—Delh . . . 22,650-79 76 4,282,827 5-6
Patna—Calcutta . . . 32,116-34 10-8 6,832,742 9.0
Calcutta-—Patna . . . 20,551.75 60 5,222,379 6-9
Bombay—Bangalore . . . 27,002-01 9-0 7,289,275 96
Bangalore—Bombay . . . 25,585-17 8-6 6,629,385 8.7
Madras—Bangalore . . . 13,384-17 4-5 3,058,896 4-0
Bangalore—Madras . . . 15,125-99 5-1 3,130,718 4-1
Calcutta—Rajmahal . . . 4,735-18 1-6 313,700 1-1
Rajmahal--Calcutta . . . 5,429-82 1-8 860,732 1-1
Bombay--Nagpur . . . 31,922-38 10-7 11,441,523 15-3
Nagpur- ~-Bombay . . . 31,092-54 10-4 11,441,523 15-1
all routes 2,98,703-02 100-0 76,015,993 100:0

18. The proportion of commedities in the total tonnage moved and tonne-
kilometres performed on the routes surveyed are given below :

Table 12 : Share of commodities in total tonnes and tonne-kilometres carried on all

Survey routes
(per cent)
commodities quantity tonne-

(tonnes) kilometres

performed
foodgrains . . . 92 6-2
oilseeds . . . . 27 2-1
cotton and jute raw . . . 5.6 89
fruits and vegetables . . . . . 10-6 10-3
other agricultural products . . . 1-4 0-8
provisions . . . . . . . . . 68 10-6
finished goods . . . . . . . . . 2:3 35
minieral ores . . . . . . . . . 06 0-5
mineral ores . . . . . 5-3 5.0
wood and timber . . . . . . 4-3 2-7
sugar and gur . . . . . . . 67 5:5
iron and steel . . . . . . . . 3.7 3.9
tabacco . . . . . 0-7 1-3
textiles - .. . . . 4-0 65
building materials . . . 105 138
miscellaneouns . . . . 153 15-1
160-0 109-0
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The main commodities moved by road were fruits and vegetables, build-
ing materials, foodgrains, general provisions, sugar and gur, cotton and jute
caw, mineral oils, wood and timber etc. The movements of these goods on
the different routes were generally determined by the econmomic characteris-
tics of the regions in which the survey routes lie. For example, on the routes
surveyed, the movement of raw cotton from Ammritsar to Delhi and from
Delhi to Kanpur was the highest, as cotton is an important cash crop grown
in the Punjab and moves down to Delhi and Kanpur where the textile mills
are located. Again, because of the location of the refineries, the movement
of mineral oils is substantial from Bombay to Nagpur and Bombay to Ban-

galore,

AVERAGE LEAD OF COMMODITIES

19. An important fact revealed by the surveys is that considerable
traffic in a number of commodities was going by road for distances over
200 miles (320 kilometres). The nature of commodities having long lead
varied from route to route. Textiles, provisions and finished industrial pro-
ducts were the most important commodities having a large share in the
relatively long lead traffic by road. On certain routes, however, traffic in
commodities like raw cotton, raw jute, sugar and gur also moved over con-
siderable distances. In fact, in the case of all these commodities, move-
ments beyond 300 miles (480 kilometres) formed a substantial proportion
of the total movements. In the case of two routes, Bombay-Nagpur and
Bombay-Bangalore, for finished goods and textiles, substantial movements
were recorded for distances beyond 500 miles (800 kilometres).



APPENDIX 4
ROAD TRAFFIC ON SIXTEEN PRINCIPAL ROUTES (1963)

The Ministry of Transport conducted surveys of goods traffic moving by
trucks on the following 16 long distance trunk routes in the country between
June and November 1963, The main object was to assess the volume and
characteristics of inter-city freight traffic moving on principal routes in the
country. The surveys were arranged in close cooperation with the State
Governments concerned.

. Varanasi-Lucknow-Bareilly-Garhmukteswar-Saharanpur.

. Howrah-Durgapur-Barhi-Patna-Varanasi.

. Varanasi-Allahabad-Kanpur-Bewar/Agra-Dethi-Pipli-Ludhiana.
. Delhi-Alwar-Jaipur-Ajmer.

. Agra-Bharatpur-Jaipur.

Delhi-Gwalior-Jhansi-Bhopal-Nagpur.

. Nagpur-Akola-Dhulia-Bombay.

. Delhi~-Gwalior-Bidora-Indore-Dhulia-Bombay.

. Nagpur-Adilabad-Hyderabad-Vijayawada-Nellore-Madras.

. Madras-Salem-Cochin.

11. Madras-Bangalore-Mysore-Mangalore.

12. Bombay-Sholapur-Hyderabad-Kurnool-Bangalore-Madras.
13. Bombay-Poona-Bangalore-Madras,

14, Bombay-Surat-Ahmedabad.

15. Howrah-Nagpur.

16. Howrah-Madras.

2. The survey on each route was cenducted round the clock for a week.
To carry out the survey, a total of 72 checkposts were established on the
16 routes where goods vehicles were intercepted to collect the necessary
information like nature and volume of goods carried, the type and capacity
of the vehicles, origin and destination, etc. in a prescribed proforma (vide
Annexure I). As the purpose of the survey was to assess the nature of
inter—city freight traffic, the information regarding trips having a length of
less than 30 kilometres was not collected. Further, the checkposts were locat-

ed to the extent practicable outside the built-up urban areas to avoid purely
local intra-city traffic. )

-t

3. When a truck was intercepted at a checkpost, it was given a clear-

ance, so that it would not be intercepted on the same trip if it passed
through successive checkposts along the route,

4. At each checkpost during the one week survey, arrangements were
also made to take a complete count of all the vehicles (including animal
240



ROAD TRAFFIC ON SIXTEEN PRINCIPAL ROUTES 241

drawn vehiclgs) for a period of 48 hours. These data werg separately
analysed to give an account of the total quantum of mixed traffic moving
along the routes.

) 5. The 16 routes surveyed mainly came under the category of National
Highways. Out of the present length of 15,000 miles (24,000 kilometres) of
National Highways, about 8,000 miles were covered in this survey. In addi-
tion, about 2,000 miles of State Highways were also surveyed.

6. Information regarding road conditions, weak bridges, road improve-
ments required, etc., was collected from the transport operators as well as
the engineers incharge of the roads surveyed. The details regarding difficul-
ties experienced by the transport operators in the region with particular
reference to laden weight restrictions, missing bridges, congestion, want
of by-passes, etc.,, were obtamned through oral enquiry. Many aspects of
traffic on ths trunk routes were thus covered and 1t was expected that the
information collected would not only fill up an important gap in the existing
traffic statistics, but would also serve as a ‘bench mark’ for future references.

PROCESSING OF THE DATA

7. In order to facilitate mechanical tabulation of the data, the entire
information collected in the prescribed proformae was coded. For the pur-
pose of coding and further analysis, the commodities carried by the vehicles
were classified into major groups, such as products of agriculture, provisions,
animal products, etc. Important origin and destination data on the routes
were also coded for facilitating tabulation programme. The major portion
of the coding was carried out in the field with the help of the recorders
provided by the State Governments.

8. The information on each route was first tabulated routewise. On
completion of the surveys on all the routes, an overail comparative picture
was obtained by suitably collating the basic information obtained on all the

different routes.

Broap FINDINGS

9. Traffic intensity.—The quality of traffic surveys afforded by arterial
roads is determined by the interaction of a number of physical and operational;
factors. Physical factors relate to such things as road width, pavement
smoothness, while operational considerations include, among other thmngs,
volume and composition of the traffic stream. The enquiries revealed that
slow moving traffic was plying along with the fast moving vehicles on aft
the trunk routes. On many sections of the trunk routes, the average traffic
intensity was as high as 10,000 tons per day (vide Annexure II). Even on
these stretches the number of slow moving vehicles varied between 100 and
300 per day. The capacity of a road decreases considerably due to the
mixed nature of traffic. It is not easy to segregate the slow and fast moving
traffic because the cost of segregation is quite heavy.

L1PC/66 —17
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10. The survey also revealed the extent of under-utilisation of several
portions of the trunk routes, specially in Madhya Pradesh, Andhra Pradesh
and Orissa. This was primarily because of a large number of missing
bridges in these areas in the existing road system hampering steady movement
of traffic. Further, in these regions road transport was not fully developed
and, therefore, even the existing road net work was not adequately utilised.

11. Type of commodities carried—The movement of commodities on
the routes showed two distinct patterns. | The commodities like fruits and
vegetables, building materials, foodgrains, mineral oils, coal, wood, sugar,
fodder, oilseeds and cement were moving within a distance of about 300 kilo-
metres, while provisions, iron and steel products, textiles, machinery, cotton,
vegetable oil, medicine and chemicals and other miscellaneous commodities
were moving to much longer distances as indicated in the Table below :

Table 1: Types of commodities moved and the average lead

commodity quantity tonne kifometres average
1 tonnes  performed lead in

kilometres
fruits and vegetables . . . . ., 75,653 22,713,366 300
bulding materials . . . . . 67,797 10,181,755 150
foodgrains . . . . . . 63,434 14,461,171 228
provisions . . . . . . 33,944 15,867,901 467
iron and steel . . . . . . 33,328 13,739,406 412
mineral ojls . . . . . . 32,942 8,388,883 255
coal . . . . . . N 25,854 6,082,291 2358
wood . . . . . . . 25,247 5,699,247 226
textiles . . . . . 25,733 16,279,583 633
sugar . . . . . . 19,960 5,362,276 269
machinery . . . . . 14,764 11,126,931 754
medicine and chemicals . . . . 12,707 6,361,504 501
vegetable oils . ‘e . . . 7,657 3,354,492 438
fodder e e 7,347 1,457,060 198
cotton . . . . . . . 6,691 3,910,257 584
oilseeds .. .. c . 6,547 1,837,554 281
<ement . ¢ . 6,063 1,568,360 260
others . ., . . . . 177,989 85,330,752 479

total c 643,637 233,723,309 363

The commodities which were moving to longer distances were generally
high rated according to the railway freight structure.

12. The traffic carried up tor 500 kilometres constituted more than 30 per
cent of the total traffic moving by road on all the routes surveyed. The
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uraffic moving beyond 1,000 kilometres formed only 6.6 per cent of the total
as indicated below :

Table 2 : percentage distribution of trips according to length of haulage

length of haulage

kilometres percentage
upto 50 . . . . . . . . . « B 6-4
more than 50 upto 100 . . . . . . . . . 11-4
more than 100 upto 200 . . . . . . . . . 25.6
more than 200 upto 300 . . . ' . . ' . . 17
more than 300 upto 500 . . . . . . . . . 19-9
more than 500 upto 700 . . . . . . . . . 88
more than 700 upto 1000 . . . . 34
more than 1000 upto 1500 . . . . . 39
1500 and, above . . . . . . . . 2.7
total . 100-0

The overall average length of haulage came to about 363 kilometres on
all the routes surveyed.

13. Age distribution of vehicles.—Proper utilisation of the vehicles on
the trunk routes is essential for economic operation. The operators plying
on these routes were of the opinion that vehicles up to the age of 3-4 years
could effectively carry goods on trunk routes. Thereafter these vehicles
should preferably be utilised as feeder transport.

Out of the total vehicles checked, about two-third were less than four
years old. About one fourth of vehicles plying on the trunk routes were
more than five years old.

Table 3 : Distribution of goods vehicles classified according to year of manufacture
number of percentage

year of manufacture vehicles

1953 and earlier . . . . . . . 5625 9-6
1954 . . . . . . 3fo 0.5
1955 . . . . . . . . 967 1-7
1956 . L. e . 2894 4-9
1957 . . . . . . . . 4890 8-4
1958 . . . . . . . . . 5070 8-7
1959 . . . . . . . . . 6232 10-7
1960 . . . . . . . 9021 15-4
1961 . . . . 10131 17-3
1962 and 1963 . . 13341 22-8
total . 58481 100-0

Due to the existence of a substantial number of over aged vehicles, the
service was interrupted on many occasions as breakdowns were frequent.
The expenditure on spare parts and maintenance of these vehicles was a rFal
source of trouble for the operator. With the increasing tempo of production
of the commercial vehicles in this country, the age distribution of goods
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vehicles on the trunk routes would undergo a quick change. This would
result in better efficiency and economy.

14, Capacity of vehicles and popularity of truck trailer combinations,—
In order to reduce the cost of operation of road transport, there had been
a pressing demand from various quarters for the introduction of modernis-
ed heavy vehicles and combimnations. The Tables below give the percentage
distribution of public and private carriers by pay lcad capacity and number
of different types of vehicles intercepted during the survey.

Table 4-1 ; Percentage distribution of vehicles by pay load capacity

ayload public private totak
pay vehicles vehicles
3 tons and below . . . . . 0-7 87, 1-1
3—S5 tons . . . . . . 2-5 11-2 3-0
57 tons . . . . . . 39-1 43-6 39.2
7—9 tons . . . . 51-5 29-9 50-%
9 tons and above . . . . 5-8 57 5-8
not known . . . 0-4 0-9 0-4
Table 4-2 : Number-of different type of vehicles
type of vehicle number of
vehicles
van . . . . . . 687
truck . . . . . . . 54,892
truck tratler/semi-tratler . . . 398
tanker—rigid body . N 2,202
tanker—semi-trailer . . . . 136
others . . . . . . 166
total N . 58,481

The proportion of vehicles of 7-9 tons pay load was the highest followed
by vehicles with pay load of 5-7 tons. The two slabs together explained
about 90 per cent of the total. The combinations (truck trailer and semi-
trailer) plying on the trunk routes formed hardly one per cent of the total.
The position was that while the new bridges on trunk routes were designed
to carry the heaviest possible vehicles or tankers (class AA loading) expected
to come on the road, there were a large number of old bridges which could
not carry such loads. Depending upon the structural conditions of the high-
way system, restrictions on laden weight became essential. High priority,
bowever, should be given to strengthen/reconstruct the weak structures on
the trunk routes so that the load limits might be set at appropriately high
levels consistent with highway construction and safety. There is obvious
relationship between the cost of transport and the payload which is attainable.
Bigger road vehicles should be utilised specially on the trunk routes in the
interest of more economical operations as and when conditions permit,
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15. Other features—The survey revealed that 95 per cent of the vehicles
intercepted were public carriers. It might be interesting to note that the
percentage of private carriers to total number of vehicles in the country was
about 25. Thus on lJong distance routes, it was mainly public
carriers that were operating and a majority of the private carriers were
operating mainly for local or feeder traffic. Further, a major proportion of
the vehicles (about 97 per cent) plying on the trunk routes were diesel
-operated.

16. Intercity long distance traffic—So far no reliable estimafe was
available to indicate the share of road transport in inter-city long distance
traffic. The survey carred out on the 16 trunk routes revealed, for the first
time, that about 6.5 lakh tonnes of goods were moving per week on long
distance trunk routes. On the basis of these figures and other supporting
studies, thé Joint Technical Group placed the estimate of long distance inter-
city road traffic in 1962-63 at about 39 million tonnes, out of which 9
million tonnes would relate to coal, iron ore, cement, petroleum products and
limestone movements and the balance to other commodities.
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ANNEXURE 1
GOVERNMENT OF INDIA
MINISTRY OF TRANSPORT & COMMUNICATIONS
DEPARTMENT OF TRANSPORT
SURVEY OF GOODS TRANSPORT OF ROADS (1963)

name of the route

location of the check-post

direction of traffic................... . .

L TR N VR
a
8
o
s
g
8
*
:
'
-
&

sl remstraton nameand typeand petrol year of registered unladen
no. no. of Aaddress  make of or manu- laden weight
vehicle of the diesel facture weight
the vehicle  driven (kg.) (kg.)
owner
1 2 3 4 5 6 7 8
type of permit commodity origin-destination of
" commodities
payload public Tegular type. quantity
(7M)-(8) or or (kg.) from to distance
(kg.) private temporary kilometre
carrier place and place and
district district
9 10 11 12 13 14 15 16

origin-destination of the vehicles

from to distance
place and district place and district (kilometre) Remarka
17 18 19 20
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ANNEXURE H

STATEMENT SHOWING AVERAGE TRAFFIC INTENSITY IN TONS PER
DAY ON DIFFERENT SECTIONS OF IMPORTANT ARTERIAL ROUTES

average number of

National road section intensity  motos
Highway tons per vehicles
day per day
1 NH 1 Dethi—Panipat . . ¥ . 14000 2000
2 NH U Panipat—Ludhiana . . . . 10000 1400
3 NH 2 Delhi—Faridabad . . . . 18000 2400
4 NH 2 Faridabad—Agra . . . . 10000 1360
5 NH 2 Agra—Etawah . . . . 5000 750
6 NH 2 Etawah—Aliahabad . . . 4000 500
7 NH 2 Allahabad—Varanasi . . . 2500 350
8 NH 2 Varanasi—Barht . . . . 4000 600
9 NH 2 Barhi—Topchanchi . . . 4500 620
10 NH 2 Topchanchr-—Calcutta . . . 13000 2600
11 NH 3 Agra—Indore . . 3500 650
12 NH 3 Indore—Nasik . . . 5500 400
13 NH 3 Nasik-—Bombay . . . 9800 1060
14 NH 4 Bombay—Panvel . . . 13000 1800
15 NH 4 Panvel-—Poona . . . 9000 1560
16 NH 4 Poona—Belgaum . . . 8000 1450
17 NH 4 Belgaum--Bangalore . . . 6000 910
18 NH 4 Bangalore-—Rantpet . . . 5300 1000
19 NH 4 Ranipet—Madras . . . 14000 2150
20 NH 5§ Madras—Visakhapatnam R . . 5000 800
21 NH 5 Visakhapatnam—Cuttack . . 4000 600
22 NH S Cuattack—Balasore . . . 10000 1700
23 NH 5§ Balasore—Baharagora . . . . 5000 800
24 NH 6 Dhulia—Jalgaon . . . 5500 650
25 NH 6 Jalgaon—Nagpur . . . 2000 260
26 NH 6 Nagpur—Durg . . . . 3200 460
27 NH 6 Durg—Sambalpur . . . B 4400 750
28 NH 6 Sambalpur—Calcutta . . . . 2700 450
29 NH 7 Benaras—Jabbalpore . . N.A.
30 NH 7 Jabbalpore—Nagpur . . 4000 800
31 NH 7 Nagpur—Adilabad . . 3300 610
32 NH 7 Adilabad—Hyderabad . . . 2000 300
33 NH 7 Hyderabad—Bangalore .. 1000 140
34 NH 7 Bangalore—Knshnagiri . . N.A. 325
35 NH 46 Krishnagirt—Salem . . 9500 1600
3 NH 8 Bombay—Surat . R . 5800 o
37 NH 8 Surat—Ahmedabad . . 9500 ]600
33 NH 8 Ajmer—Jaipur . . N 3500 S50
3 NH 9 Poona—Hyderabad . . %0 2%
40 NH 9 Hyderabad—Surjapet . R 21 285
41 NH 9 Surjapet—Vijayawada . . gg% 195
42 NH 11 Agra—-Jaipur . . . . P pared s
43 NH 12 Bhopal—Jubbalpore . . . 1400 730
4 NH Garhmukteswar—Moradabad . 560 L
45 NH 24 Moradabad—Shahjahanpur . . . 1 40(0) 326
46 NH 24 Shahjahanpur—Lucknow . . . %100 135
47 NH2S5 Thansi—Shivpuri . - . 1100 150
48 NH 26 Jhansi—Sagaur . . . . 10000 1500
49 NH 30 Mahaula—Patna . . . . 100e 15
50 NH 30 Patna—Bakhtiarpur . . . . 2300 520
51 NH 31 Barhi—Bakhtiarpur | . . . 9500 1325
52 NH 46 Rampet—Knishnagiri . . . 9500 1325
53 NH 47 Salem—Counbatore . - 7500 1180
54 NH 47 Coimbatore—Cochin . .




APPENDIX 5
ESTIMATES OF ROAD TRAFFIC 1962-63 AND 1970-71.

The Joint Technical Group on Transport Planning prepared a detailed
paper in January 1965 on ‘Estimated volume of originating goods traffic by
road at the end of the Fourth Plan’, The paper formutated traffic estimates
for the following categories :—

(i) Inter<city traffic by road in iron ore, limestone, cement, petro-
leum products and coal,

(i) Intercity traffic by road in other commodities.

(i) Intra-city traffic (including feeder traffic).
The salient points brought out in the paper are summarised in the following
paragraphs :

INTER-cITY TRAFFIC BY ROAD IN IRON ORrg, LIMESTONE,
CEMENT, PETROLEUM PRODUCTS AND COAL

2. The estimates for the above categories of traffic have been arrived at
on the following basis :

(i) The figures for 1962-63 are based on actual movements and
have been collected either direct from originating points or from agencies
who had collected this information.

(ii) The projections for 1970-71 have been made on the basis of
data obtained from the Ministries/Departments concerned and taking
into account the thinking in the concerned Ministries.

(iii) The traffic estimates exclude :

(a) road movement from mines and quarries to rail-heads for on-
ward despatch, and

(b} secondary movements from the major destinations to ultimate
points of consumption.

Commoditywise estimates of traffic are set out below :

3. Iron Ore—1In 1962-63, the road movements of iron ore aggregated
to 0.832 million originating tonnes. These movements took place from the
Beltary-Hospet and other iron ore mining areas and in the southern and the
western parts of the country to ports and were meant for exports. These
exclude movement of about 0.34 million tonnes from Bellary-Hospet to
Karwar by the rail-cum-road route via Hubli and a small movement of about
13,000 tonnes per year from Holiyuru to Bhadrawati Steet Works.

18
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In 1970-71, the only all road movement will be about 2 million tonnes
fr.om Tomka Daitari mining area to the new port of Paradeep by the express
h1g}1way. The 150 kilometres long express highway is being specially
built for the purpose. Further, by 1970-71, the present rail-cum-road move-
ment of 0.34 million originating tonnes to Karwar via Hubli will increase to
0.5 million tonnes.

4. Limestone.—In 1962-63, the road movement in Limestone was about
2.23 million tonnes and took place between limestone quarties and 8 cement
factories. The distance from quarries to the cement factories was lesg than
10 kilometres in seven cases and about 12 kilometres in one case.

The rest of the movement to other cement factories and to the steel plants
was by rai. In 1970-71, the road movement in limestone is expected to
increase to»about 9.68 million tonnes origmating. All this movement will
be from limestone quarries to 23 cement factories over short distances, the
distance from the source of supply to factories being 23 kilometres in one
case, 16 kilometres in three cases, 13 kilometres in one case and less than
10 kilometres for the rest. The rest of the movement will be by rail,

5. Cement.—In 1962-63 the road movement of cement from the then
existing 34 factories, with a production level of about 8 million tonnes, was

about 2 million tonnes.

In 1970-71 the aggregate movement by road from 71 cement factories
which would come up with an anticipated production level of 20 to 23
million tonnes, is assessed at about 6 million originating tonnes. This esti~
mate has been arrived at by the Joint Technical Group in consultation with
the State Trading Corporation (who are the distributing agents for this
commodity) by detailed linking of the cement factories with major points of
consumption and on the broad principle that movements up to a distance of
150 kilometres will, by and large, be effected by road and beyond this

distance by rail.

It may be of interest to note that the increase in the road movements of
cement from 2 million tonnes in 1962-63 to 6 million tonnes in 1970-71, as
worked out by the Joint Technical Group is proportionate to the anticipated
increase in the production level of the commodity from 8 million to 20-23
million tonnes during this peniod, This estimate of road movement of
cement in 1970-71 would, however, appear to be on the conservative side in
view of the progressive increase in the share of road transport vis-a-vis rail
transport in relation to this commodity in recent years—from 13.8 per cent
to 1960 to 17.4 per cent in 1961 and 22.5 per cent in 1962. This is also
a commodity of which sizeable movements over distances beyond 150 to 200
Kilometres are taking place by road (the proportion of road movemen't of
cement over 200 kilometres to total road movements was calculated in a
previous study of cement by the Joint Technical Group at a figure of 17 per

"cent in 1962-63).
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6. Petroleum products—In 1962-63 the primary road movements of
petroluem products (movements from sources of production and points of
imports) were assessed at a figure of 1 mullion originating tonnes. This
estimate was arrived at from a study of the data thrown up by the road
transport surveys organised in 1963 by the Ministry of Transport.

In 1970-71 the primary road movements in petroleum  products are
expected to increase to a level of 2.5 million tonnes originating, 'This esti-
mate has been arrived at through an exercise in commodity transport study
of petroleum products in which an attempt was made to link the sources of
supply (ports, refineries, tapping points on pipelines) to centres of consump-
tion and to divide the traffic between rail and road on the general assumption

that movements up to a distance Limit of 150 kilometres will be by road and
beyond this distance by rail.

7. Coal.—The road movements of coal from coalfields if 1962-63
aggregated to about 3.5 million tonnes. The break-up of this movement is
given below :

[million tonnes.}
(i) From Bengal-Bihar coalfields to coke oven plants,
power houses, paper and cement mills etc.
This traffic moves over short distances upto about
40 kilometres, the consumption centres being
located in the coalfields.
(it) From Bengal-Bihar coalficlds to mainly brick 1

kilns in the Calcutta area.

This traffic moves over somewhat longer dis-
tances; but the range is upto about 150 kilo-
metres and in a few cases about 200 kilometres.

(i) From outlying coalfields (Singareni, Pench 0.44
Valley and Korba) to power houses over short
distances.
total 344

In 1970-71, the primary road movement in coal is estimated to go upto
a level of about 8.5 million tonnes; the break-down is given below :

(1) From Bengal-Bihar coalfields to CONSUMErs.
Although in Fourth Plan coal movements by
road to the Bokaro, Durgapur (West Bengal) and
Durgapur (DVC) power houses, amounting to
0.7 million tonnes, will be diverted to aerialways
and belt conveyors, an increase in movement for
other consumers in the coalfields cannot be ruled
out. The overall total of road movements from
these coalfields may not, therefore, decline; an
ad hoc estimation at the existing level of 2 mil-
lion tonnes is thus made.

[million tonnes.}
2
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(ii) From Bengal-Bihar coalfieids to the C‘alcuttx!:lmmon tc:);nnes.l

area.

The movement to brick kilns in the Calcutta
area is apparently more suited to the road sector,
firstly on account of a relatively short haul and,
secondly since most of the kilns are in the interior
and so more easdy reached by road transport. A
number of movements are furthermore for less
than a wagon load. These road movements also
seem to have been promoted due to difficulty in
obtaining railway wagons for this priority traffic.
The easy rail transport position now prevailing,
“which is likely to continue, may prompt some
diversion to rail. On the other hand, the freedom
given to consumers, as a result of the recent rela-
xation in the Coal Control Order, to select the
mode of transport may increase the demand for
road transport. It is reasonable to assume that the
demand of brick kilns in the Calcutta area for coal
will progressively grow m the wake of develop-
mental activity. In all these circumstances, a
100 per cent increase in road hauls of coal from
Bengal-Bihar coalfields to the Calcutta area is
assumed.

(iii) From outlying coalfields to power houses. 4.5
These will be new movements over short dis-
tances to power houses to be located in the coal-
fields concerned.
The estimate is derived from the data furnish-
ed by the Ministry of Steel and Mines and the
Central Water and Power Commission.
total 8.5
8. The following Table summarises the position in respect of the five

bulk commodities discussed in the foregomg paragraphs :

Table:—1 Road traffic estimates )
¢million tonnes originating)

1962-63 1570-71

commodity
iron ore . . . . . . . . . g 82§ g g(s)
Bmestomo - - 111 20 50
%:xlolem Pr. dnct? F 3
. . . 9-49 28 -88
ol e . . 9.00 29.00

{in round figures;
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INTER-CITY TRAFFIC BY RoAp v OTHER COMMODITIES

9. The inter—city road movement in 1962-63 in commodities other than
the five mentioned above was estimated on the basis of data drawn from the
traffic surveys carried out by the Ministry of Transport on 16 trunk routes
during 1963, which covered about 20 per cent of the total mileage of
National and State Highways.

10. Keeping in view factors like duplication of recording, etc., the annual
volume of traffic moving on the 16 trunk routes was estimated at 24 million
tonnes excluding the five commodities mentioned above. Assuming that
20 per cent of the unportant trunk routes carry about 75 per cent of the long
distance inter-city traffic, the total inter-city traffic in 1962-63 worked out to
32 million tonnes and was placed at a round figure of 30 million tonnes. The
estimate of long distance inter-city traffic in 1970-71 is given below :

(i) The Committee on Transport Policy and Coordination carried
out in 1959-61 traffic surveys on 6 long distance trunk routes. In 1963,
the Ministry of Transport carried out similar surveys on 16 trunk routes.

+ Comparable survey data are available for four routes common to the sur-
veys in 1959 and 1963, namely Calcutta-Patna, Kanpur-Amritsar,
Bombay-Bangalore, Bangalore-Madras. Annexure I gives the details of
movement of road traffic between 18 important pairs of points on the
four routes mentioned above. It would be seen that during a period of
four years, from 1959 to 1963, the traffic increased generally by about
75 per cent. On the assumption that during the next two 4-year periods,
namely, 1963-67 and 1967-71, the increase of trafic would be in the
same proportion, the long distance intercity traffic in 1971 is placed at
about 90 million tonnes. The calculations are furnished in Annexure I.

(ii) The growth of traffic has also been estimated from another
angle. As stated earlier, traffic counts were taken at important check
posts on 16 trunk routes by the Ministry of Transport in 1963. Similarly,
traffic counts were made during 1957-61 by the Public Works Depart-
ments in the States of Uttar Pradesh, Punjab, Maharashtra, Madras,
Kerala, Gujarat and Rajasthan. The details of the traffic intensity in
tonnes per day obtained from traffic counts are shown in Anrexare IL
The traffic intensity figures given in this annexure indjcate that during

the last four years, the overall traffic increase works out to about the

same figure as revealed by the examination of the point to point move-
ments, vide Annexure I,

11. The traffic survey carried out on the long distance trunk routes in
1963 indicated that the average lead of road traffic in commodities other
than the five bulk commodities discussed in detail in this note, and exclud-
ing traffic up to a distance of 30 kilometres was about 375 kilometres. A
number of commodities was moving to relatively longer distances; machi-
mery, textiles, cotton, medicme and chemical and provisions were moving



by road to
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an average distance of about 750, 630, 585, 500 and 470

kilometres respectively.

12. As regards the estimated increase of traffic to about three times in
1970-71, it would be of interest to note that the Perspective Planning Divi-
sion of the Planning Commission in a separate exercise! have estimated that

the index of

growth of goods traffic by modes of transport other than

rail.ways will stand at about 356 in 1970-71 with 1960-61 as base.
This would appear to endorse the tentative conclusions arrived above.

INTRA-CITY TRAFFIC (INCLUDING FEEDER TRAFFIC) BY ROAD

13. The following three kinds of traffic are included in the estimation of
intra-city and feeder traffic by road :
(i) Traffic moving within a city and its hinterland.

(i)

(iii)

Traffic moving from the mining areas/quarries/factories to the

rail heads.

Traffic moving from the rail heads to consumption centres.
The traffic hauls would normally be limited to a lead not
exceeding 30 kilometres.

14, The detailed data relating to the numerous intra~city and feeder traffic
movements are not available. The following findings of separate exercises
were made use of to arrive at the estimates of this traffic :

6]

Gii)

(i)

On the basis of the traffic surveys carried out by the Ministry
of Transport in 1963, it is estimated that roughly about 50,000
vehicles were engaged in inter-city traffic in the country. The
total number of goods vehicles plying on road in the year was
about 2 lakhs. Thus the approximate number of goods vehi-
cles engaged on intra—city and feeder traffic is placed at a figure
of 150,000.

The goods traffic surveys carried out by the Ministry of Trans-
port and the Transport Departments of the State Governments
in the cities of Delhi, Gwalior, Rewa, Seoni, Ujjain and Patna
between 1957 and 1961 indicate that the annual utilisation of
the vehicles engaged in intra-city traffic was about 30,000 Kms.2

The effective pay load of these vehicles was found to be 2 to 3
tonnes only : these vehicles mostly performed empty return trips.

1 Notes on Perspective of Development—India: 1960-61 to 1975-76.

ged 1n intra-city and feeder traffic, some wiil,

2 Qut of the total of 1,50,000 vehicles enga
ie periodical and other repairs, want of spare

no doubt, be idle for various reasons, I
parts, non-availability of permits and certificate of fitness, etc.

These vehicles have

not been excluded from the total number, re., 1,50,000 The extent of tl;exr.xdleness
has, however, been taken into account in the annual vehicle utilisation which is of the

order of 30,0060 kilometres per vehicle per year.
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On the basis of the above information, the total intra-city and feeder traffic
in 1962-63 is estumated at approximately 11,000* million tonnes kilometres,

15. The traffic surveys carried out in Delhi, Gwalior, Rewa ete.
also indicated that the age of the vehicles engaged in intra-
city and feeder traffic was varying between 5 and 15 years. It is thus pre-
sumed that a substantial portion of the goods vehicles manuefactured between
1955 and 1965 would be employed on feeder and intra~city traffic in
1970-71. On this basis, the total number of old vehicles,
likely to remain engaged in intra-city and feeder traffic in 1970-71
is placed at about 350,000%2, In addition, about 60,0003 light vehicles to
be manufactured during Fourth Plan are also likely to be engaged on feeder
traffic. The effective pay load of these medium and light vehicles is reckoned
at 2.5 and 0.5 tonnes, respectively. Assuming that the annual vehicle
utilisation of both these types of vehicles in 1970-71 will alsa be of the
order of 30,000 kilometres, the total intra-city and feeder traffic in 1970-71
is estimated to be of the order of 27,200* million tonne kilometres.

1 1,50,000 x 30,000 x 2.5=11,000 mallion tonne Kms. (approximately).

2 Figures relating to production and import of goods vehicles are published by the Miniswy
of Transport in therr Basic Road Statistics. On the basis of these figures, the average
production, (including import if any,) of goods vehicles per year during 1955 to 1965 can be
placed at 30,000 umts. Thus, roughtly 3,00,000 vehicles (1€, 30,000 x10) wall be available
for intra-city traffic on this account In addition, aged vehicles from defence side are also
made available from time to time for civilian use. Assuming the take over of these vehicles

at 50,000, the total number of vehicles for intra-city and feeder traffic in 1970-71 has been
kept at Zm approximate figure of 3,50,000. as

3 According to the Working Group on Transport Equipment, the resent ducti
3,000 ight vehicles per year is expected to rise to about 25,000 in 197(!1)-71. Opnr?hcu:vg!;g(;f
the production of 12,000 light vehicles per year during the Fourth Plan may be envissged:

4 3,50,000 X 30,000 x 2 -5 x 60,000 x 30,000 X0 -5 =37 200 oullion (approximately).
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ANNEXURE I

Statement showing the quantities of goods carried by road between
important pairs of points as revealed in th. surveys conducted
by the Committee on Transport Policy and Coordination
(1959), and the Ministry of Transport (1963)

traffic per week (Zonnes)

C.T.P.C. Survey Ministry of
. (1959) Transport
pairs of points survey (1963)

Madras-Bangalore . . . . 1,354 3,003
Bangalore-Madras . . . . 1,150 1,414
Madras-Vellore . . . B . 593 1,202
Vellore-Madras . . . . . 390 716
Bombay-Kothapur . . . . 1,053 1,062
Kolhapur-Bombay S0 697 1,081
Bombay-Sholapur . . . . 1,225 1,559
Sholapur-Bombay . . . . 774 1,198
Bombay-Bangalore . . . 1,222 3,671
Bangalore-Bombay . . . . 1,309 2,894
‘Calcutta-Asanso}l . . . . . 1,099 3,165
Asansol-Calcutta . . . . . 720 3,763
Calcutta-Raniganj . . . B 687 1,105
Raniganj-Caleutta . . . . 3,898 5,675
Delhi-Kanpur . . . . . 605 1,417
Kanpur-Delhi . . . . . 1,261 1,189
Delhi-Amnitsar . . . . . 1,135 1,458
Amritsar-Delh: . . . . . 1,315 936

total of 18 point-to-point movement : 20,487 36,508

percentage increase in 1953 over 1959 75

On the assumption that during the next two 4 year periods the increase would
be in the same proportion as for 1959-63 peniod, the inter—<city traffic in 1971 will
be approximately—

1963 traffic 1967 traffic 1971 traffic — 1-75 Le.

1959 traffic 1963 trafic ~ 1967 traffic
30 million tonnes (in 1963) x (1-75)2 =30 x 3-06=about 90 million tonnes,
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ANNEXURE II

Traffic intensity on trunk roads

route 1-—Varanasi-—Saharanpur

name of the checkpost traffic intensity in tonnes per day
(1957) (1963)
Varanasi . . . . . 550 2,435
Lucknow . . . . . 840 2,361
Bareilly - . . . . 1,170 1,650
Garmukhteswar . . . . 850 5,376
Saharanpur . B . . . 3,322 5,890
total . ... 6,732 17,712

€
route 2—Varanasi—Ludhiana

Varanasi . - . . . 1,372 2,194
Allahabad . . . . . 1,895 3,201
Kanpur . . . . . 4,087 4,182
Bewar . . . . . 1,272 3,135
Agra . . . . . 2,160 6,448
Ppli . . . . . . 7,008 9,728
Ludhiana . . . . v 5,544 10,864
total . . . . 23,338 39,752

route 3—Delhi—Jaipur—Ajmer

(1960) (1963)
Jaipur . . . . . . 1,620 5,067

route 4-—Agra-Bharatpur-Jaipur

{1957) (1963)
Agra . . . . . . 630 1,589
Jaipur . . . PR . 2,457 2,432
total . . . . . 3,087 4,021

route 5—Nagpur—Bombay

(1955-60) (1963)
Nagpur . . . . . 1,300 2,067
Akola . . . . . . 132 1,868
(1958-59)
Dhulia . . . . . 2,100 5,501
Bombay (beyond Bhawani towards
Dhuiia) . . . . 8,035 8,791

total . . . . . 13,567 T 18,227
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ANNEXURE {I—(contd.)

name of the checkpost traffic intensity in tonnes per day
route 6--Madras-Bangalore

{1960) (1963)
Madras . 13,427 14,874
Bangalore . . . . . 4,250 5,291
Mysore . . . . . 3,570 5,607
Mangalore . . . . . 2,064 2,092
total . . . . 23,320 27,867

route 7—Madras-Cockin

. (1961) (1963)
Salem, . . . . . 7,149 9,505
Cochin . . . . . 3,055 7,573
totat . . - . . 10,204 17,078

route 8—Bombay-Bangalore
(1959-60) (1963)
Bombay (beyond Bhiwand: towards

Pooma) . . - . . 9,709 13,876 -
Poona . . 6,973 8,961
Rangalore . . 4,497 5,888
total . . 21,179 28,728

route 9—Bombay-Ahkmedabad

(1959-60) (1963)
BRombay (beyond Bhiwandi towards
Surat) . . . . . 1,961 5,763
Surat . . . . B . 3,707 3913
Baroda . . . . . 1,238 9,687
(1957-58)
Ahmedabad 2,658 9,591
total . . . . 9,567 28,954

Since no traffic counts were made in the States of West Bengal, Bihar, Ortssa,
Madhya Pradesh, simdar datra on routes 1 these States are not available,
The total of the counts made at the various check-posts in 1957 on rontes
Nos. 1, 2 and 4 work out to 33,157 tonnes.  As against this. the total at these
check-posts 1n 1963 was 61,485 tonnes, thereby mdicauing an increase of 28,328
tonmes i.e., an approximate increase of 90 per cent 1n 6 years. In other words,
the average annual increase from 1957 to 1963 was at the rate of 15 per cent.

The totals of the counts at all the check-posts in 1960 and 1963 work out
to 78,457 and 1,25,921 tonnes respectively, indicating an increase of 47,464
tonnes during a period of about 3 years. The average annual rate of increase
works out to 20 per cent.

In the light of these trends, the rate of increasc of road traffic is placed at
70 1o 75 per cent in the 4-year period from 195% to 1965—the same as
indicated by arother approach vide Ampexure I.

LIPC/66—18
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APPENDIX 6

LICENSING POLICIES FOR ROAD TRANSPORT IN THE STATES!

According to Section 44 of the Motor Vehicles Act, 1939 (as amended
in 1956), each State Government 15 required to constitute a State Transport
Authority for the entire State and Regional Transport Authorities for diffe-
rent regions in the State. It is also laid down that “the area specified
as the region of a Regional Transport Authority shall in no case be less
than an entire distnict, or the whole area of a Presidency town.” The State
Transport Authonty is expected to coordinate and regulate the activities of
the Regional Transport Authorities and to perform such other‘functions as
may be prescribed. A Regional Transport Authonty is empowered to grant
permits and countersignatures for all types of transport vehicles

S1ze oF A REGION

2. The size of a region varies from State to State. 1t is coextensive with
a Revenue District m the States of Assam, West Bengal (except Presidency
town of Calcutta and 24 Parganas which together constitute a region), Qrissa.
Andhra Pradesh, Madras (except city of Madras which itself is a regon).
Mysore and Kerala. It is coterminous with a Revenue Division in Maha-
rashtra (except Bombay region which covers Greater Bombay area only),
Punjab, Madhya Pradesh and Bihar, In Guijarat, the State territory has
been divided into two regions, one comprising of ten and the other of seven
revenue districts. Uttar Pradesh and Rajasthan have been divided into

9 and 5 regions respectively; each region consisting of 3 or more districts
according to administrative convenience.

COMPOSITION OF STATE TRANSPORT AUTHORITIES AND REGIONAL
TRANSPORT AUTHORITIES

3. The number of members constituting the State Transport Authority
and Regional Transport Authorities varies from State to State. The highest
number is in the State of Bihar where the State Transport Authority and
the Regional Transport Authorities consist of 10 official and 10 non-official
members each. The Government of Madhya Pradesh has a singie member
Regional Transport Authority in each region. In Madras State, the State

Trausport Authority and Regional Transport Authorities are single-member
bodies.

6. This is summary of a paper propared by the C.TP.C Secretariat

i; Ap:il, 1963 setting out the factual material on licensing policies 1n  the
tates,

258



LICENSING POLICIES FOR ROAD TRANSPORT IN THE STATES 259

JUDICIAL EXPERIENCE REQUIRED FOR THE CHAIRMAN OF THE TRANSPORT
AUTHORITIES

4. The law requires that “a State Transport Authority and the Regional
Transport Authority shall consist of a Chairman who has had
judicial experience”. State Governments have generally interpreted ‘judicial
experience’ to mean experience gained by an officer in a judicial post as
a judge or magistrate. Accordingly, the post of Chairman, State Transport
Authonty is held by the Transport Commissioner in Andhra Pradesh,
Madhya Pradesh, Mysore, Uttar Pradesh and West Bengal; Deputy Trans-
port Commissioner in Madras; Member, Board of Revenue, in Bihar, Kerala
and Orissa; Secretary, Central Public Works Department in Gujarat,
Secretary, Agriculture and Forest Department in Maharashtra; Secretary,
Irrigation aqd Power, in the Punjab; and Secretary, Law Department, in

Rajasthan.

5. The Chairman of the Regional Transport Authority is generally a
Commissioner of a Division or a District Magistrate according to the size
of the region. This position is filled by the Divisional Commissioner in
Bihar, Gujarat, Maharashtra, Punjab and Uttar Pradesh; Member, Board of
Revenue in Rajasthan; the Collector in Andbra Pradesh, Madras and Kerala;
an Additional District Magistrate in Mysore; and District Magistrate ia

Orissa and West Bengal.

APPELLATE AUTHORITIES
6. Under Section 64 of the Motor Vehicles Act, the right of appeal has
been granted to persons aggrieved by the order of the Transport Authorities
in respect of matters enumerated therein, including refusal of permits.
Various State Governments have set up appellate authorities for the purpose

of hearing appeals.

INTRA-STATE OPERATION OF VEHICLES

7. According to the Motor Vehicles Act, a regular permit granted by
a Regional Transport Authority shall not be valid in any other region
unless the permit has been countersigned by the Regional Transport Autho-
rity of the other region. For the issue of intra-regional regular permits,
Regional Transport Authorities are required to follow the prescribed proce-
dure of inviting and hearing representations. The same procedure has to
be followed for the grant of countersignatures for inter-regional operations.
A State Government may, however, make rules according to which a permit
granted in one region shall be valid for another region within the State
without countersignatures. The position in regard to issue of permits for
intra-State operations in the various States is given below :

8. Andhra Pradesh‘.—Regional Transport Authorities issue primary
public carrier permits for any 6 contiguous districts, including the home
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district; at the option of the operator or for the entire Telangana Area as
one zone without having to obtain countersignatures from the other Regicnal
Transport Authonties. Stage carriage pernmuts are issued on particular
and specified routes. Private carrier permits are granted by Regional
Transport Authorities after satisfying themselves about the business interest
of the applicant in the arca and the commodities required to be carried
for which the application is made. These private carrier permits are also
made vald for more than one region by the home Regional Transport
Authorities at the time of the first sanction, with the prior concurrence of
State Tramsport Authority as required under the proviso to Section 63(1)
of the Motor Vehicles Act.

Regional Transport Authorities are empowered, subject to the pro-
visions of Section 45 of the Motor Vehicles Act, 1939, to grant permits
valid in any other region or regions without the need of countersig-
natures of Regional Transport Authorities concerned in other region or
regions.  Extension of validity of pubhic carrier permits is granted by the
State Transport Authority for five straight routes, each not exceeding 450
miles on trunk roads with five touching stations for each route situated
at a distance not exceeding 30 miles from the nearest point on the trunk
route road. The choice of routes is left to the operators. Inter-regional
permits for stage carriages are issued by the home Regional Transport
Authority with the previous concurrence of the other Regional Transport
Authorities. Permit holders of private carriers, after obtaining permits from
the home district, generally can approach the State Transport Authority for
extensions as that would be advantageous to them in securing larger area
of operation.

9. Bihar—Permits for all types of vehicles (public carnier, stage
carriages, private carriers etc.) are granted region-wise by the respective
Regional Transport Authorities. Primary permits for public carriers, which
ase issued by the Regional Transport Authorities for the region, can be got
countersigned by the State Transport Authority for operations in the whole
of the State of Bihar, subject to road conditions, after going through the
procedure of inviting and hearing representations as laid down in Section
63 of the Motor Vehicles Act. Private carrier permits are issued taking
into account the size of the business concern seeking such a permut.

10. Gujarat—Public carrier permits are generally issned for operation
in a region and are valid for a period of five years. In the case of stage
carsiage permits, the preference has been given to a nationalised undertaking
whenever such an undertaking is an applicant. The provisions of sub-Section
3 of Section 63 of the Motor Vehicles Act, 1939 are being followed with
regard to countersignature of permits. Private carrier permits are granted
almost autamatically after verifying the bonafdes of the applicants and ars
issued for a period of five years.
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11. Kerala.—Regional Transport Authorities issue public carrier and
stage carriage permits for operation within the region. The procedure of invit-
ing and hearing representations as laid down in the Act is duly followed
as laid down in Scction €3 of the Motor Vehicles Act is followed. As
regards public carriers, counter-signatures for routes extending over two
or more regions is granted by the State Transport Authority and the permit
can thus be made valid for operations throughout the Statc. The State
Transport Authority assumes original jurisdiction for stage carriages in
respect of routes covering more than two regions or exceeding 75 miles.
Permits for routes lying within two regions of the State, the distance between
which does not exceed 75 miles, are issued by the Regional Transport
Authority within whose jurisdiction the major portion of the route lies and
are subsequently countersigned by the other Regional Transport Authorities
concerned. , As regards private carriers, with the general approval of
State Transport Authority, the Regional Transport Authonty within whose
jurisdiction the private carrier resides or conducts his business,
1ssues inter-regional permits (Statewise, if necessary) after ascertaining the
requirements of the private carrier.

12. Madhya Pradesh.—As a result of directions from the State Trans-
port Authority and the State Government, Regional Transport Authorities
fix ceilings on routes as provided under Section 47(3) of the Motor Vehicles
Act. As regards public carriers, permits are granted to whosoever pro-
duces a serviceable vehicle With effect from November 1, 1962, permits
to public carriers are granted for the entire State by Regional Transport
Authorities. The original Regional Transport Authority can grant counter-
signatures for operation of goods vehicles in other region or regions after
following the prescribed procedure of inviting and hearing representations
as provided in Section 63(3) of the Motor Vehicles Act.

13. Madras.—In Madras, primary permits are granted after following
the prescribed procedure under Section 57 of the Motor Vehicles Act.
As regards grant of stage carriage permits, the State Government has laid
down certamn principles which classify bus routes covering less than 15
miles as short routes, routes covering 15 to 75 miles as medium routes,
and routes covering more than 75 miles as long routes. Preference is given
to new entrants for short routes/shuttle services and to applicants with one
to four buses (excluding spare buses) for medium routes. Public carrier
permits are granted by Regional Transport Authorities with State-wide
validity.

14. Maharashtra—Stage carriage and public carrier permits are issued
by the Regional Transport Authorities for the whole of the area for which
they have jurisdiction after following the procedure of publication and invit-
ing and hearing objections. In the grant of stage carriage permits prefer-
ence 1s given to the nationalised undertaking wherever it is one of the
apphcants for the permit.



262 TRANSPORT POLICY AND COORDINATION

As regards the extension of area of validity of permits, the original trans-
port authority which issues a permit other than a stage carriage
permit may, subject to the provisions of Section 63 of the Act, extend the
effect of the permit to any other region within the State, provided that the
vehicles to which the permit refers are normally kept within the region of
the original transport authority. The original transport authority may issue
a permut having validity in another region in accordance with any general
or special resolution recorded by any other Regional Transport Authority.
Inter-regional movement of goods is facilitated through countersignatures of
permits issued by other Regional Transport Authorities.

15. Mysore—Stage carriage permts are issued by Regional Transpost
Authorities routewise in accordance with the provisions of Section 47 of .
the Motor Vehicles Act. Public carrier permits are issued by Regional
Transport Authorities who take into consideration factors « enumerated
in Sections 54 and 55 of the Motor Vehicles Act. In issuing public carrier
permits, parking facilines 1 towns and cities are also taken mto account.

As regards inter-regional operation of goods vehicles, separate rules
have been framed by the State Government for the grant of permits without
countersignatures. Thus, by a notification, the State Government has autho-
nsed the Regional Transport Authority of any region to issue a permit to
be valid in any region or regions without the countersignatures of the other
Regional Transport Authority or the Regional Transport Authorities con-
cerned, whose concurrence has to be obtained before issuing such a permit.

16. Orissa—Regular intra-regional permits are issued by Regional
Transport Authorities according to the procedure laid down in the Motor
Vehicles Act.  As regards inter-regional operations, the procedure as laid
down 1n Section 63 of the Motor Vehicles Act for grant of countersigna-
tures is followed. The State Transport Authority exercises jurisdiction over
the grant of permanent permuts for more than one region in the State.

17. Punjab—Permits for stage carriages and public carriers are
valid for a region after following the procedure as laxd down in Section 57
of the Motor Vehicles Act. As regards stage carriages, in the Ambala and
Jullundur regions, the Punjab Government has adopted a scheme for shar-
mg permits en 50 : 5O basis between the State Transport Undgrtaking and
private operators. In the former Pepsu area, the policy of hundred per cent
nationabisatton of stage carriage operation has been adopted. If the route
for which a stage carriage permit is required extends beyond the home
region, the concurrence of the Regional Transport Authority of the other
region concerned is obtamed by the Regional Transport Authoiity of the
home region before issuing the basic permt.
desired by the operator to extend the route fro
other region, the procedure, as laid down in the 1
signature to a permit, namely, of publication
objections, is followed. As regards public carrie

If, at a later stage, it is
m the home region to any
aw for the grant of counter-
and inviting and hearing
1S, an operator who wishes
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to have a permut valid for the whole State (which comprises three regions)
may have such a permit (except for roads in hilly areas) from the Regional
Transport, Authority which 1ssues the basic permit itself, on payment of
countersignature fee for two regions other than the one for which he holds
the basic permit. By an amendment of the Motor Vehicles Act applicable
to the State, licensing powers given to Regional Transport Authorities under
the Motor Vehicles Act are vested in the State Transport Commissioner.

18. Rajasthan—Permits are granted by Regional Transpoit Authorities
for a region after following the procedure laid down in the Act, counter-
signatures for operations of vehicles in other regions are granted under the
procedure laid down in Section 63 of the Motor Vehicles Act.

As regards public carriers, the Regional Transport Authority of the home
region can grant permits for operations on a fixed route in any one region
or for operations throughout the State after obtaining the general concurrence
of the other Regional Transport Authorities concerned. The operator has
to obtan countersignatures from the other concerned Regional Transport
Authorities. These arc granted automatically.

19. Urtar Pradesh—While granting stage carriage and public carrier
permits preference 1s given to a viable unit which means an operator having
not less than 20 transport vehicles. Public carrier permits are granted for
an operational area of 150 miles radius from the base of operation or for
a route not exceeding 300 miles without restriction even though the area
may fall in one or more regions. For public carrier permits exceeding
these limits, the Regional Transport Authority has to obtain the approval
of the State Transport Authority.

The provisions of Section 63(3) of the Motor Vehicles Act are being
followed with regard to the countersignature of permuts. Under Section
64 of the Uttar Pradesh Motor Vehicles Rules, the Regional Transport
Authority which issues a permit other than a stage carriage or a casual con-
tract carriage permit, may extend the operation of the permit to any other
region within the State, provided always that the vehicles to which the
permit refers may normally be kept within the region of the original trans-
port authority.

20. West Bengal—Permits for stage carriages or public carriers are
granted by Regional Transport Authorities for operation within the region
after following the procedure laid down in Section 53 of the Motor Vehicles
Act. West Bengal Motor Vehicles Rules provide that an original transport
authority may issue a public carrer permit “having validity in any
other region i the State in accordance with any general or special resolu-
tion recorded by any other regional authority”, provided that the vehicles
to which the permit refers are normally kept within the region of the original
transport authority. In view of the large number of applications received
for the grant of countersignatures of permits, Regional ‘Transport Authori-
ties and the State Transport Authority take recourse to Rule 63 of the
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Bombay Motor Vehicles Rules and allow extensions of permits to other
regions, normally only for short durations. The State Transport Authority
grants regular permits for particular long distance intra-State routes which
may cover several regions, the procedure for issue of these permits being
the same as that for other primary permits.

Private carrier permits are granted on completion of the necessary enqui-
ries. Their validity is extended in the manner indicated above for public
carriers.

INTER-STATE OPERATIONS OF VEHICLES

2]1. State Governments have entered into reciprocal agreements with
neighbouring States and, in a few cases with non-adjoining States as well, in
regard to inter-State operations of motor vehicles. The number of permits
to be countersigned for inter-State operations is fixed on a reciprocal basis
by the State Governments concerned.

22. Some of the reciprocal agreements, such as those between “Orissa
and Bihar, Madhya Pradesh and Orissa, and Madhya Pradesh and Gujarat,
are subject to review at the instance of either State Government after a
specified period of time, say, six months or a year. In other cases, for
instance, in regard to agreements between Gujarat and Rajasthan and Uttar
Pradesh and Maharashtra, the number of permits fixed under these agree-
ments js revised or raised only when it is considered necessary.

23. Reciprocal agreements generally cover all types of motor vehicles.
As regards stage carriages, the number of regular permits and, in some
cases, temporary permits also, is fixed for operation on specified inter-State
routes as between the States concerned. The number of buses is fixed
broadly, on the basis of mileage lying in the territory of cach State.
In some case, as, in the agreement between Madras and Andhra
Pradesh, the number of buses to be introduced on inter-State routes is on
the basis of parity (50 : 50).

24. As regards public carriers, reciprocal agreements provide for a fixed
number of goods vehicles of each State to ply on regular permits
on inter-State routes. The number of temporay permits is fixed in a
majority of cases, while in some cases, the number of such permits is
unresiricted. The movement of public carriers engaged in inter-State ope-
rations is generally restricted. For instance, agreements between Andhra
Pradesh and Orissa and Andhra Pradesh and Mabarashtra, provide for
Countersignatures of permits for particular routes (not more than three
routes) counecting particular terminals by the shortest routes, the distance
of penetration on any route in the reciprocating State being not more than
350 miles to be reckoned from the State border of the respective States.
In the agreement between Orissa and Madhya Pradesh, it is specified that
the area of operation of public carrers operating on regular permits will
be the contiguous districts of the two States in addition to which not more
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than two routes out of the agreed inter-State routes will also be allow-
ed. Out of the 100 regular public carrier permits to be issued by Orissa,
10 may be reserved for being issued from any point in Orissa to Bhilai in
Madhya Pradesh and likewise 10 permits will be issued from any point in
Madhya Pradesh to Rourkela.

25.°'It is specifically provided in reciprocal agreements between States
that public carriers operating under the agreement shall not be used for
picking up or dropping goods between any two points lying within the
Jurisdiction of the reciprocating States.

26. Reciprocal agreements between some States, for instance between
Andhra Pradesh and Maharashtra, Gujarat and Rajasthan and Madhya
Pradesh and Gujarat, restrict the number of private carriers and also limit
their movement to specified routes. In certain other cases, for instance,
between Ofissa and Bihar, Rajasthan and Uttar Pradesh, Andhra Pradesh
and Orissa and Maharashtra and Madhya Pradesh, the number of private
carrier permits is not fixed and the permits are countersigned on the recom-
mendation of the State Transport Authority of either State.

27. In the case of countersignatures of permits to be granted under
reciprocal agreements between States, it is not necessary for the Regional
Transport Authority or the State Transport Authority concerned to follow
the procedure of inviting and hearing representations (vide Section 63(3)
[proviso]). Under Section 43(i)(iv) of the Act, a State Government,
having regard among other considerations, such as the desirability of co-
ordinating road and rail transport may, by notification in the Official
Gazette, issue directions to the State Transport Authority for giving effect
to any agreement entered into with any other State Government. No such
notification can be issued unless a draft of the proposed direction is publish-
ed in the Official Gazeite and objections or suggestions received in this
connection are considered, after giving an opportunity to the parties interest-
ed to be heard. In several States, no directions are issued (or notified)
by the State Governments to the State Transport Authority concerned. A
few State Governments, such as Andhra Pradesh, Madras and Mysore
however, issue such directions and notify the draft agreements.

28. Reciprocal agreements, providing for inter-State movement of
vehicles, generally exist between neighbouring States. As regards inter-
State operations involving more than two States, very few agreements have
been made and the movement is allowed on the basis of temporary permits.
There is no organised transport service operating on regular permits on
long distance routes covering more than two States.

TEMPORARY PERMITS

29. Temporary permits are granted by State Governments under Section
62 of the Motor Vehicles Act to meet temporary needs. For inter-State
operation, these permits are granted under reciprocal agreements and, where
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such arrangements do not exist, prior concurrence is obtained from the
transport authorities of the State concerned. Reciprocal agreements in
regard to temporary permits for public carriers also exist between some
nopn-adjomimg States. For instance, Maharashtra has such an arrangement
with Punjab, Delhi, West Bengal and Bihar. Sinularly, the West Bengal
Government has entered into reciprocal ayrecments with Uttar .Pradesh
and Deltn for the grant of temporary public carrier permits.

30. The number of temporary public carrier permits 1s generally fixed
under the reciprocal agreements between States. In a few cases, however,
the number of such permits 1s not restricted. Intending operators are
required to submit applications for temporary permuts in a prescribed form
giving full details of their needs and to produce documentary evidence
Justifying such need. Ths is particularly the case 1 West Bengal. Gene-
rally, certain conditions are also attached by States to the gmunt of such
temporary permits. For instauce, in the reciprocal agreement between
Andhra Pradesh and Mysore conditions laid down for the grant of tempo-
rary permit include the fellowing :—

(i) The applicant should produce evidence that the requxsﬂe tax
payable n the other State has been paid in advance,

(1) Such temporary permits will be issued for the minimum period
necessary and up to a maximum of one month.

(iii) Temporary permits in respect of goods vehicles will be issued
when it is intended for the tramsport of goods from Mysore
State to Andhra Pradesh for a particular journey or journeys
specified m the permut.

31. Temporary permits for inter-State operations of public carriers are
generally 1ssued for a period varying from 7 days to 30 days for a specified
route. In certain cases such permits are issued for a single return trip
and for a period not exceeding seven days. For instance, this stipulation
is made in the reciprocal agreement between Orissa and Andhra Pradesh

In Rajasthan, however, temporary permits are granted even for a single
day.

The position in regard to the issues of temporary permits in the various
States is set out below :

32 Andhra Pradesh—Following the practice in the composite State of
Madras, the need should not only be temporary but particular also in the
sense that it should be specific and not a regular need. In the case of
public service vehicles, temporary permits are 1ssued to meet specific pur-
poses, such as the provision of substitute service in place of a vehicle
whose permit has been suspended. 1In the case of goods vehicles, tempo-

fary permils are granted for particular routes specifying particular com-
modities for transport.
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The period of validity of temporary permits varies according to the
purpose for which they are granted. The maximum period is four months.
Temporary permits are not renewed, but where there is need, {resh tempo-
rary permits are issued. Persons applying for temporary permits should
prove the need to the satisfaction of the authorities concerned.

Whenever there is a temporary need for the operation of vehicles on
inter-State routes covering non-adjoining States, temporary permits are issued
by obtaining the concurrence of the State concerned.

33. Bihar—Temporary permits are issued in accordance with the
requirements of Section 62 of the Motor Vehicles Act. Temporary permits
are usually granted for one to four months. On inter-State routes tempo-
rary permits are regulated by the terms of reciprocal agrecments arrived at
between the two States.

34. Gu;arat.—Temporary permits are normally issued by Regional
Transport Authorities in the circumstances mentioned below :—

(i) when some contingency for a short duration arses and the
existing machinery is not adequate to cope with it;

(ii) when a person, who has bought a new truck, applies for a
temporary permit to put the vehicle into commission imme-
diately before applymng for a regular permit;

(iit) when an operator of another State comes into the State on
specified, casunal or seasonal needs.

For the first two categories of permits, the period of duration
should not exceed four months and for the third the period is one month.
Normally, the vehicles of other States, which ply through Gujarat are
covered under reciprocal agreements and no necessity arises for the issue

of temporary permits.

3S. Kerala—The provisions contained in Section 62 of the Motor
Vehicles Act, 1939 are being followed for the purpose of issuing temporary
permits on inter-State routes The temporary need is construed to
include also a need which cannot await satisfaction till the issue of a regular
permit after the statutory formalities have been fulfilled. Temporary
permits are issued both for stage carriages and public carriages.

Temporary permits for goods vehicles of other States are granted by
the State Transport Authority for operation on routes in Kerala State
according to need Temporary permits in respect of Mysore-based vehi-
cles are issued in accordance with the reciprocal agreement entered into
with that State.

36. Madhya Pradesh.—The term “temporary need” is essentially relat-
ed to vehicles which do not normally have business of transport with other
regions but have to undertake it by chance when somebody is willing to pay
for it.
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Temporary permits are issued for a minimum period of a week, but
generally for a month, because in Madhya Pradesh the motor vehicles tax
is realised for not less than a month whatever may be the period of the

temporary permit. However, a temporary permit can be granted for four
moanths at a time.

37. Madras.—Temporary permits are issued in accordance with the
provision of Section 62 of the Motor Vehicles Act. Temporary permits
under this provision are granted only to meet an emergency, that is, in

the case of stage carriages, to ply when the normal service is interrupted
or on account of an accident or breakdown.

38. Maharashtra.—Temporary permits are granted under Section 62 of
the Motor Vehicles Act to meet temporary or specified needs. These per-
mits are issued for periods necessary to provide the transpost service in
question, but subject to a maximum period of four months, Temporary
permits are generally issued on a monthly basis, both for inter-regional and
for inter-State routes where reciprocal agreements have been entered imto
In cases where no reciprocal arrangements exist, prior concurrence is obtain-
ed from the transport Authoritics of the State concerned.

39. Mysore~Temporary permits are generally issued only once (for
periods, not exceeding four months) prior to grant of regular permits. The

requircments for the issue of temporary permits under Section 62 of the
Motor Vehicles Act are observed.

40. Orissa—A particular need proved to the satisfaction of the Region-
al Transport Authority as a temporary ope is generally considered for the
grant of a temporary perrnit under Section 62(c) of the Motor Vehicles

Act, 1939, Generally temporary permits are granted for periods not ex-
ceeding four months.

41 Punjab—A temporary permit authorising the use of a transport
vehicle outside the region or regions or the route or routes to which it is
ordinanly restricted, is granted with the concurrence of the Regional Trans-
port Authority of the other region concerned on payment of prescribed

fees. A Dbmited number of temporary long distance haulage permits are
also issued for through haulage to Bombay, Calcutta etc.

42. Rajasthan—The interpretation of temporary need is leff to the
Regional Transport Authority. Temporary permits are issued within the

State, under Section 62 of the Motor Vehicles Act for a maximum period of
four months

43. Urntar Pradesh.—The duration for which temporary permits are issu-
ed varies from one week to four months. Temporary stage/contract carri-

ages and tourist permits are also issued on intra-State and inter-State routes
irrespective of distances in terms of reciprocity.
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44, West Bengal—Temporary permits are issued in accordance with
the provisions of Section 62 of Motor Vehicles Act, 1939. Regional Trans-
port Authorities grant temporary permits for operation within a radius of
150 mles. Temporary permits beyond 150 mules radius are granted by
the State Transport Authority. Regional Transport Authorities and the
State Transport Authority also issue temporary permits for carriage of
goods to the State of Bihar. Certain Regional Transport Authorities have
also been authorised to grant temporary permits up to Calcutta even though
the distance exceeds 300 miles.

The maximum period for which temporary permits are issued is four
months, though the period of individual permits varies from one weck to
four months



APPENDIX 7
ROAD TRANSPORT COSTS

At the very outset of its work, the Committee realised that adequate
information on costs of operation of road transport was not available. The
Committee, theretore, arranged for an ad hoc study of the costs of operation
of three transport undertakings in the country in 1960 with the help of
the Chief Costs Accounts Officer, Ministry of Finance. For the purpose
of this study, a few vehicles belonging to the three undertakings were selected.
The vehicles selected were in different age groups and of different makes
and were employed on different types of service such as threugh goods
movement and parcel service. The object was to ascertain the costs of opera-
tion under varyiag conditions Estimates of costs of operation of the three
undertakings were computed from the actual records kept by these
undertakings.

2. The costs of operation were worked out with reference to the follow-
ing components of cost :

(a) operating or running charges—fuel consumed, oil and lubricants
utilised and their recurring charges incurred for every trip;

(b) repairs/maimtenance charges including replacement of spares,
parts and tyres;

(c) standing charges consisting of depreciation, insurance and
taxes, pay and allowances of operating staff; and

(d) share of general overheads pertaining to administrative, office
and contingent expenditure.

3. There were wide variations in the estimates of costs of opertion for the
three undertakings. The table below gives the highest and lowest costs per
vehicle mile and per ton mile for the three firms. The firms have been
desigaated as A, B and C.

(in  paisc)

Firm A FimB Firm C
highest  lowest highest  lowest highest lowest
cost per ton nule 180 129 169 14-5 464 20°5
c;‘ltleper vehucle 1180 - 833 78 7 57 6 871 658

The cost per vehicle mile varies from 57.6 paise to 118.0 paise and
that per ton mile from 12.0 pane to 46.4 paise  In interpreting these data,
however, it has to be borne in mind that this was a limited study and the

1esults pertained to anly a few wehicles of just threc undertakings and could
270
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not be expected to indicate fully the range of variations that possibly could
be obtained in the cost calculations.

In the following paragraphs are reproduced portions of the report of the
Chief Cost Accounts Officer.

Fem A’

4. The firm is a private lunited company and its main fleet consists of
about 180 trucks. The trucks are all Tata Mercedes Benz Diesels. The
main commodities carried are tin-plates, shoes, textiles, machinery, dry
fruits, pipes, sanitary fittings, soap, chemicals, oil and general consumer
goods. The company maintains a rough record for each trip showing the
operating expenditure and receipt and particulars of other non-recurring
expenditure were also available separately for each vehicle.

The investigation related to the study of five vehicles of different age
groups operating on different terrains carrying bulk and smalls with non-
stop and stop services connecting long, medium and short distances. The
particulars of the five vehicles are as below :

make model from to miles  through regis- penod
or tered for
parcel pay which
service load data was

(maunds) analysed

Tata Mercedes

Diesel . 1958 Delln  Calcutta 1000 through 170 19-1-1959
to

31-12-1959

do . 1956 Delhi  Nangal 219 parceit 170 3-9-1958
to

28-1-1960

do 1958 Dethi Agra/ 575 parcell 176 2-2-1958
Indore/ to

Jaipur 19-10-195%

do. 1957 Deltu  Ferozepore 271 parcelt 220 5-1-1958
to

30-12-1959

do. . 1958 Delli  Bombay 922 through 170 10-12-1958
to

10-10-195%

5. The company does not maintain any separate records of miles done
from the metre rcadings or dicsel consumed, but the quantity and value of
diesel purchased and put into the vehicle on each occasion is supported by
cash receipts. The diesel consumption has been worked out from the total
purchases of diesel in respect of each vehicle over the period investigated,
All other recurring expenditures, such as octroi charges paid, amounts paid
for repairs/maintenance, payment made to the operating staft (r.e., batta)
and other muscellancous items of expcndjture have been taken from the

1Sernce withs stopp ages at intermediate stations,
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driver’s statement of accounts for every trip. Loading/unloading charges
have been taken at varying percentages of the realisations in accordance with
the Company’s practice in different stations. There is no uniformity in this
regard as the percentage vamnes from 6% to 10 of the realisations and this
amount 1s stated to include also delivery commission paid in certain stations.
Strictly speaking, for the purpose of the present enquiry, 1t would have been
better if the figures ofl oadmg/unloading charges and delivery commission,
had been available separately. This was, however, not possible. Although
according to the Company, the depreciation factor is not separately consi-
dered by them in view of the present high resale value of second hand
vehicles, for purposes of this enquiry, in working out their operating costs,
depreciation has been allowed on the basis of a life of seven years on straight
line basis. It may, however, be pointed out that the depreciation rate allowed
by the Income Tax authorities is 25 per cent on written down valye.

The load actually carried during every trip was available only in respect
of through routes from Delhi to Calcutta and Delhi to Bombay. For the
remainng routes operating as parcel services, the goods challans specifying
the load carried to each destination were not available separately. The
Company, however stated that uniformly on all trips the load carried was
about the pay load of the vehicles. The load carried per trip on these routes
has, thercfore, been assessed at these average pay loads

6. The operating cost data as worked out in the investigation are sum-
marised below :

cost per maund mile (in paisa)

Delh: Delhi Delhi Delhi Delhi
to to to to to
Calcutta Nangal Indore Ferozepore Bombay
lowest load authorised on

the routes . . (maunds.) 135 170 135 170 135
diesel and o1l . . 0-10 0-12 0-13 0-11 0-09
Tepairs/spares . . . 0-02 0-03 Q-05 004 0-06
batta to operatives . . » 0-02 0-04 0-03 0-02 0-03
ex-gratia payments . . 0-06 .. 0-03 .. 0-02
loading/unloading charges Q-05 0-04 0-05 003 0-01
insurance and taxes . 0-03 0-04 0-03 0-02 Q-7
pay and allowances to

operatives . . . 0-03 G-05 0-05 0-04 0-03
octroi oa goods . . 0-04 0-01 002 0-01 0-02
admimstration . 0-01 0-02 0-02 001 061
tyre replacement . 0-05 0-03 007 0 04 0-08
depreciation . . . 0-04 0-06 0-05 0-04 095
other items including com-

mission . . . . 0-09 0-10 0-13 0-08 03
total cost 0-54 054 0-66 0-44 0-50
average load actually carried (maunds) 215 1625 i73 190 209

1t will be scen from the above that only the cost per maund mile of two
vehicles are abnormal, one being at 0.66 paisa and the other at 0.44 paiga.
These wide differences require some explanations. The Delhi to Imdore
vehicle which has recorded a cost of 0.66 paisa is powered by an engine of
100 HP whereas mcomerwﬁduuewbynmghed”m.m
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apart, the average load carried on this vehicle was only about 173 maunds
and the mileage done was only about 43,500 miles per year whereas the
other vehicles had done on an average 50,000 miles per year with a greater
load. The combination of these two factors has resulted in a depression of
the maund miles calculated and consequent increase in unit costs. In the
case of the Delhi to Ferozepore vehicle which has recorded a cost of 0.44 paisa
per maund mile, the element of ex gratia payments is nil. The load carried
was on an average 190 maunds throughout and it has done more than 56,000
miles per year, thus yielding the highest maund miles as a result of more
frequent trips. Consequently, the unit cost under every major item has

been low.

7. ldeal cost.—Having dealt with actual costs, an attempt is made below
to assess an ideal cost for a vehicle under normal conditions. On the basis of
the distance covered by the route and the miles travelled in a year—Delhi to
Ferozepur dnd Delhi to Indore vehicles could be considered representative.,
As full details regarding Ferozepore vehicle were not available, the Indore
vehicle has been taken. Tata Mercedes Benz diesel truck is plying on this
route and the mileage covered by the route is 575 each way. The
authorised load is only 170 maunds each way, and there will be four possible
to and fro trips in a month. A vehicle utilisation of 90 per ceat (time fac-
tor) has been assumed. Under the above conditions, 43 effective return trips
would be possible in a year covering 49,450 miles carrying a total lead of

14,620 maunds and yielding 84,06,500 maund miles.

cost per cost per
total vehicle maund
item of expenditure amount mile mile
(Rs.} (paise) (paisa)
diescl—12 miles per gallon at Rs. 2-62 per
gallon—4121 galions . . . . 10,797 2183 0-13
mobil oil (average of actuals) . - . 841 1-70 001
repairs/spares (average of actuals) . . 4,203 8+50 005
batta to operatives at Rs. 56-S0 pertrip 2,430 491 0-03
insurance and taxes (actuals) . . . 2,154 4-36 002
pay and allowances to operatives (actuals) . 4,020 8-13 0-0s
octroi (average of actnals)—Rs. 25/~ per trip 1,075 217 00t
administration . . . - . 1,200 243 001
tyre replacement-—1 set of 6 tyres every 20,000
miles—8 -25 x 20 % 2}—-Rs 2640 at con-
trolled prices 6,600 1335 608
depreciation on capxtal cost of Rs. 35 300 5,043 10-20 006
loading and unloading (estimated) . . 1,681 340 oM
miscellaneous -+ . . . . . 2,522 510 003
total cost excluding commission 42,566 8608 0-50
commission to agents at 10 per cent on cost 4,257 861 003
total cost inclusive of commission . . 46,823 94 -5 0-55
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The cost arrived at above excludes any provision for ex gratia payments,
fine and other extrancous expenditure, as only ideal and normal conditions
have been assumed in regard to load, time and other factors. However, it
does not take into account any expenditure on major general establishment
charges and depreciation on assets (other than vehicles) which other large-~
scale transport operators may have.

8. Special features—During the course of this investigation, the follow-
ing special features were noticed :

(a) For an identical vehicle, the authorised load in various States varies
very widely. Thus, for Tata Mercedes Benz diesel truck, the permitted
loads are as under :

maunds

Uttar Pradesh . . . . . 200
Punjab . . . . . . 220
West Bengal - . . . . . b

Madhbya Pradesh - . . . .

Bombay . . . . . . 135
Rajasthan . . . . . .

Bihar . . . . . . . 180
Delhi . . . . . . 170

The result of this differential treatment is that the transport operators
carry the maximum load authorised in any of the States through which they
have to operate, and risk being caught with excess loadings (as per each
State’s standard) involving consequent payment of fines, etc.

(b) The token taxes levied by various State authorities also vary widely
as under :

Rajasthan . . . . . - Rs. 15/~ per day—temporary
permits
Madhya Pradesh both {temporary and regular) - Rs. 94 per month for 135 maunds
Rs. 153 per month for 170 maunds
Bombay (permanent) . . . . . Rs. 198 per month for 135 maunds
. Rs. 298 per month for 170 maunds.
Delhi (regular token) .

R - Rs. 75 quarterly

Punjab Fullundur) (Goods tax) . . . - Rs. 202 -50 quarterly

(token tax) . . . . . - Rs. 175 quarterly
Uttar Pradesh (regular token tax) . . . - Rs. 538 quarterly at Agra
Rs. 538 quarterly at Meerut
Bihar (regular) . . . . . . Rs. 106 quarterly
Weat Bengal (regulan) . . . . + Rs. 144 quarterly
FmMm B’

9. This is a private limited company formed in 1943. The company had
47 trucks in 1958, of which 21 plied on regular routes and the remaining 26
were used for transport of goods on behalf of a textile mill on contract
basis. The firm also secured business for attached trucks on commission
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basis; individual truck owners getting their business through the firm on
payment of commission. The firm was also running one petrol pump and
service station. The company considered that there would be better returns
if it worked on a commission basis by arranging business for the attached
vehicles rather than running its own trucks as on such agency business the
firm would be in a position to save high maintenance costs of the vehicles
and would also be able to reduce its establishment and remain free from
labour difficulties created by drivers and cleaners With this in view, the
company contracted to sell 16 of its trucks on hire purchase basis in the mid-
die of 1959. The number of its own trucks decreased to 5 towards the end
of 1959.

10. The financial year of the company is from January to December.
The company does not maintain separate accounts which would show
the net operating results in respect of individual routes or in respect of the
different vehicles. The income and expenditure of all the routes are merged
in one Head Office Accounts. On completion of each trip, the driver submits
the particulars of running expenses incurred during the trip and the freight
realised. A voucher is prepared from these particulars to write up the finan-
cial accounts showing the expenses under different items and the freight
earned in the trip. Simultaneously, another statement is prepared showing
the total freight earned, the expenses against the different items, the amount
payable to or recoverable from the driver and the difference between the
freight earned and running expenses incurred for the trip. It was observed
on verifying a few statements with these vouchers that although the total
expenses shown in these documents were the same, the grouping of expenses
differed a little. These statements were available in separate files meant for
respective vehicles, but the vouchers referred to above were not readily
available for the entire period taken up for investigation. The data were
collected from the statements after necessary adjustments.

11. Statistical data.—A daily report sheet is maintained in the Head
Office showing the weight loaded, destination, the freight realisable for on-
ward journey in respect of each truck. Such records were available for the
period under examination. Records were not readily available in respect of
cither the weights loaded in the return journey or the weights loaded and un-~
loaded on the way. Attempts were, therefore, made to work out the volume
of such loads in consultation with the company. This was done by relating
the total freight realised on such loads with the average freight obtained per
maund on the onward journey. The company stated that the weight thus
worked out would be reasonably correct.

The miles run by the trucks in each trip as recorded in the milometers
were not available and as such the standard mileages of the routes were
adopted for calculating the distance covered in each trip. The route mileage
was however adjusted to give effect to extra miles run by the trucks when-
ever necessary for delivering goods to the customer’s godowns,
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12. Selection of trucks : Four vehicles were selected for study as stated
below :

make model from to mile through autho-  fuel period
or rised pay used
parcel load
maunds

Dodge . 1954 Delbhi Kanpur 265 parcel 161 diesel l-‘l-SB
o

30-4-59

Tata Mer- .
cedes Benz 1957 Delhi  Kanpur 265 parcel 187 do. do.
Cheverolet 1952 Dellu  Amritsar 276 parcel 161 do. do.
do. 1944 Delhi do. 276 parcel 144 do. do.

13. Expenses : The expenses incurred in running the vehicles may be
broadly classified under the following heads :

(2) Operating and running costs. These comprise expenses, such as
cost of diesel, mobil oil and lubricating oil, daily allowance to the drivers
and cleaners who accompany the vehicles, loading and unloading charges,

municipal fees for passage of trucks through the municipal areas, commission
paid to booking agents etc.

(b) Mainsenance charges. These include the costs of retreading the
tyres, the cost of replacement of tyres, tubes and flaps, cost of repairs and
overhauling. As has already been stated, the company carries on the over-
haul and heavy repairs in its own garage. The company, however, does not
ascertain the cost of repair for each vehicle. The cost of tyres, flaps, or parts
issued and the cost of work done outside, are only compiled monthly for the
respective vehicles. The charges on account of the wages of labourers or
the salary of supervisory staff and other overhead expenses of the garage
workshop are not allocated to the cost of repairs of trucks, but these
expenses are merged in the head office expenses. These expenses could not
be easily segregated from the head office expenses without reference to each
and every document. Attempts were made to allocate the major items of
expenses of the garage, viz., wages of the workers, salary of the supervisory
staff, rent, light and water, to the repairing charges of the vehicles on the
basis of man hours spent on repairs or on the basis of garage days whichever
were available for the period under examination. In regard to the vehicles
eogaged for a textile mill, the company allocated one-third of the salary and
wages of the garage. No repairing time or garage days were available for
these trucks and, therefore, in accordance with the company’s method, one-

third of the salary and wages was deducted before allocating these expenses
to other trucks,

(c) Fixed charges. These represent vehicle taxes, insurance, salary
and wages of drivers and cleaners, depreciation etc. The depreciation of
the trucks charged by the company in the profit and loss accounts
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-#was calculated at the Income Tax rates on the written down value.
In this connection, it was observed that the trucks retain a good
saleable value even after service for a number of years and as such
the Income Tax rate of depreciation @25 per cent on reducing value
was considered to be too high to be admitted. The depreciation has been
allowed on the basis of a life of seven years on straight line basis, No
development rebate has been admitted in the operating cost.

(d) Administrative expenses. These represent expemses in respect of
the Head Office and the Branch Offices.

For the year 1958, administrative expenses as appearing in the audited
profit and loss accounts were adopted. The accounts for 1959 had not
been closed. The ledger balance as appearing on the dates of visit to the
company were, therefore, adopted for 1959. The expenses in 1959 were
generally comparable with those in 1958. It may be mentioped here that
although the company sold about 16 trucks on hire purchase basis in the
middle of 1959, there was no substantial reduction in the indirect expenses.
The company explained that immediately with the change in policy, the estab-
lishment could not be contracted nor could the other indirect expenses and
further suggested that the economy would be visible in 1960.

14. The operating cost data are summarised below :

cost per maund mile (in paisa)
Delhi to Xanpur Delhi to  Amritsar

Truck Truck Truck Truck
No. 1 No, 2 No. 3 No. 4
lowest load authorised on the
routes {(maunds) . . . 161 187 161 144
diesel and oil . . . 014 0-13 0-15 016
repairs and spares . . 0-14 0-08 008 010
batta to operatives . . 002 002 002 002
loading and unloading . . 004 004 005 0-04
tips . . . . 001 001 . —
insurance and taxes . . 002 004 003 0-02
octroi on goods . . . 002 003 .. -
pay and allowances of opera-
tives . . . . 005 005 0-04 0-04
administration . . . 005 004 004 0-05
tyre replacement . . . 007 0-09 0-09 0-06
depreciation . . . 006 006 0-03 002
other items . . . . . . 001 0-02
total cost . . . 062 059 0-54 0-53

average load actually carried (maunds) 122 131 118 108
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The costs per maund mile in the two routes indicated slight variation but’
the cost per maund mile as between two trucks in the same route was more
or less the same. Truck No. 2 was of Tata Mercedes make and was pur-
chased in August 1957. The truck being very new, the consumption of
diesel and lubricants was minimum whereas the trucks Nos. 3 and 4 were
originally petrol driven Cheverolet trucks and were purchased in 1952
(secondhand) and 1944 respectively. The petrol engines of these trucks were
replaced by Perkins Diesel Engine in 1954. The transmission line of these
trucks being very old and their engines also being rather older, these trucks
registered a slightly higher consumption of fuel. The repairing expenses
in truck No. 1 were higher due to frequent heavy repairs of the engine.
The expenses of insurance and taxes on the Kanpur route were more than
that of the Amritsar route as the Uttar Pradesh taxes were higher than the
Punjab taxes and further the rate of insurance premium paid for each truck
differed. The varying capital cost and different years of purchase accounted
for differences in the incidence for depreciation. It is relevant to mention
here that the repair and administrative expenses in this company were higher
compared with similar expenses in respect of trucks run in the same area
by another organisation. Firm A had their repairing works done by outside
parties and only about Rs. 1,200 per truck per annum stated to have been
incurred for administrative expenses, was charged. This company had its
own garage workshop where repairing work was performed. From the
booking of reparring time to the trucks it appeared that there was about
40 per cent surplus labour staff in the workshop. Further, as has been
stated earlier, there was no scientific method of allocating the repairing
lzbour to the trucks engaged for the textile mill. Only one-third of the
salary and wages was being charged to the working of these trucks irres-
pective of the repairing time involved, and the balance amount of the salary
and wages was being charged to the other trucks. These factors probably
led to higher incidence for repairing expenses. The administrative expenses
of the Head Office and of eleven Branch Offices had to be recovered through
the operating costs of the trucks. This resulted in a charge of about

Rs. 2,000 to Rs. 3,000 per truck per annum and obviously led to higher
incidence of administrative expenses.

15. Cost under standard conditions. Having dealt with actual cost an
attempt was made to work out the cost under standard conditions. For this
purpose, a Tata Mercedes diesel truck operating between Delhi and Kanpur,
a distance of 265 miles each way, carrying a load of 170 maunds each way
with possible 10 onward and return trips in a month after allowing for
mormal repairing time has been assumed. Under these conditions the truck

would cover a distance of 63,600 miles yielding 10,812,000 maund miles per
annum,
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item of expenditure o8t cost
total per per

amouit  vehicle mavnd

mile mile

(Rs) (paise) (paisc)
diesel @12 miles per gallon @Rs 2. 62pe:

gallon—35,300 gallons . 13,900 21-86 0-13
mobile and lubricants (average of actuals) . 1,081 1-70 0-01
repairs . . . . « . 5,500 §°65 0-05
allowances to drivers and cleaners . 1,800 2-83 0-02
insurance and taxes . . . . 5,000 7-86 0:05
pay and mowya'xcss of operatives . . 2,950 464 0-03

tyre replacement—{ set of 6 tyres every
20,300 miles 8- 25 %20 X24@ Rs, 2640 . 8,400 13-21 0-08

depreciation on capital cost {computed on
straight line method on an assumed hfe for

seven years@ Rs 35,300 . 5,043 7-92 0-05
loading and untoading . . . . 4,325 6-80 0-04
admunistration  (assumed @Rs. 250 per .
month) . . . . . . 3,000 4-72 0-03
miscellaneous . . . . N 3,244 5-10 0-03
Total 54,243 85-29 0-52
conmssion to agants @ 10,{ on the total
opP3riuag Cost . . 5,424 8:53 0-05
total cost inclusive of commission . 59,667 93-82 0-57

In assessing the operating cost under standard conditions extraneous
expenses in the form of ex gratiz payments were not taken into account,

16. Authorised load and State taxation. In course of the discussion, the
company stated that different States permitted different volumes of loads to
be carried by the same kind of truck. Thus, for the Tata Mercedes trucks
the authorised loads varied from 130 maunds to 220 mauads. This prompt-
ed the truck operators to put the maximum load allowable by any State fall-
ing in the route and encouraged the malpractices.

17. Points of interest : (a) Rate of freight. The company stated that
there was no schedule of freight in any company in accordance with which
the customers were charged. Freight charged in each and every case was
based on negotiation depending upon the kind, bulk and weight of the goods,
the distance over which the goods were to be carried and above all the
availability of trucks in the market on a particular day. The company, how-
ever, kept certain rates in view which provided the guidance for negotiations.
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The rates which were generally used in 1958 and 1959 as the basis for
negotiation by the company, were as below :

rate per maund

1958 1959

Rs. Rs.
_D:lh1 to Kanpur . . . . . . . 1-50 1-50
Dl to Amritsar . . . . . . . 1-06 1-06
D:lii to Caleutta . . . . . . ' 4-50 4-00
D:ltht to Bombay . . . . . . . 4:75 4-25
D:thi to Tadore . . . . . . . 2-50 2-12

{b) Competition : It was gathered from the manager of the company
that only about 20 per cent of the trucks in the market were under the
contro] of one or the other organised companies and the balance 80 per cent
trucks were run by individual owners according to their discretion. Most
of these owners, however, secured their business through the goods booking
agents on payment of commission. Ths rate of commission also depended
upon market conditions. This process of business led to intense competi-
tion amongst booking agents as also amongst individual truck owners. These
circumstances forced many trucks to run on loss or on bare sustenance
margins. The position was more so on those routes where there was not
much restriction in granting permits. By way of e¢xample, he drew com-
parison between the Dethi-Kanpur and the Delhi-Amritsar routes. On
the former route only some companies were allowed permits and this en-
abled them to earn a fair return whereas, on the Delhi-Amritsar route, there

was not much restriction on the issue of permits. This led to cut-throat com-
petition.

FmrMm ‘C

18. This is a private limited company formed on 1st October, 1946. The
firm operates both passenger and goods transport and has on its fleet 326
passenger buses and 109 trucks. On the truck operation side, the company
is Tunning a daily parcel service on all authorised routes—S7 routes under
varying conditions, the distances ranging from 58 to 306 miles. The trucks
are run to 2 strict schedule of timings irrespective of whether or not indivi-
dual trucks obtain sufficient loads in time. The company has 304 truck
offices spread over three or four States. A major portion of these offices
are run on agency basis. Almost all the trucks are operated on  diesel,
The normal average pay load of the trucks is about 4 tons or 112 maunds.
The company is tow experimenting on a truck trailer combination by which
carrying capacity may be enhanced by an additional 4 tons with conse-
quent lower cost of operation. The main commodities carried are handloom
cloth, yarn and other clothing, engines and motors, machinery tools, cycles,



ROAD TRANSPORT COSTS 281

motor cycles and their parts, consumer goods, tyres, household articles,
vegetables, medicines, etc. While it has not been possible to  identify the
exact nature of goods carried on each of the specific vehicles taken up for
investigation, it is understood that generally 40 per cent of the load re-
presents consumer goods and cloth, the other 60 per cent being distributed
ever other commodities. Of the total load handled, about 37 per cent were
over short distances within 50 miles, 19 per cent were between 51 to 100
miles, 13 per cent were between 101 to 150 miles, 9 per cent were between
151 to 200 miles, 8 per cent between 201 to 250 miles, and only 4 per cent
forms the carriage over 400 miles. It is understood from the company that
in its integrated goods operation scheme, vehicles have necessarily to be run
also on certain uneconomic routes, since these routes to some extent feed
the load for other economic routes and also with a view to establish the com-
pany’s business in as wide an area as possible.

19. Selection of vehicles for the investigation.—The following vehicles
were selected for detailed study. The detailed operation records of the
company such as way bills and vehicle-wise/route-wise statistics on individual
trips made, etc., pertaining to the period prior to 1-1-59 were not available
baving been consigned to old records. The detailed study had, therefore, to
be restricted only to data pertaining to the period from 1-1-59 to 31-12-59 :

miles through autho-

or parcel o
service pay load
maunds

make model from to

Pargo diesel 1957 Madurai to Madras— 301 parcel 112

route on good trunk
road.

do. 1957 Madras to Mannargudi- 239 do. 13%
good road but part of
route through con-
gested areas.

do, 1957 Salem to Pondicherry— 142 do.
non trunk road, con-
gested area and passing
through Pondicherty
State.

133

do. 1956 <Coimbatore to Mysore— 163 do. 112
ghat sectionin partand
passing through Mysore
State.
do. 1955 Maduraij to Trivandrum 205 do. 102
—ghat section mn part
and passing through
Kerala State,

Cheverolet 1951 Dindigul to Trichur — 135 do.
different type of lorry, Madrzs-112
part good trunk road;
remaining with much Kerata-108
ups and downs and
bends.
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20. Method adopted for collection of cost data.—The company does
not maintain any separate record of miles done or diesel consumed from the
vehicle meter readings, but details of the quantity and value of diesel pur-
chased and put in each vehicle on each occasion are available, Over a long
period, averaging of these purchases may reasonably be viewed to indicate
the diesel consumption. The standard route distance has been viewed as
actual miles performed in each trip. The 304 lorry offices of the company
are grouped according to territories, each territory being under the control of
a depot office with attendant maintenance and servicing facilities, in each,
depot. The charges under repairs/spares, however, include a fixed amount
of Rs. 1,368 per annum per vehicle on account of the pay and allowances
of the servicing and maintenance staff employed throughout at.the various
-depots. Loading and unloading charges have been worked out as a rate per
maund hauled by dividing the annual incidence of pay and allowances of
load men employed on monthly scales of pay in the various lorry booking
offices operated by the company and also agent’s Joading and unloading
charges @ 3 paise per maund handled at the Agency Stations, by the total
maunds handled during the period investigated. Administration charges in-
clude the pay and allowances of all depot, head office and central office staff-
watch & ward, booking clerks, administrative and clerical staff, staff welfare
expenses. Miscellaneous charges include rent wherever paid, printing and
stationery and other miscellaneous expenses. For finding out the incidence of
these charges per vehicle, the total of these expenses has been divided by the
total vehicle miles operated for the entire fleet of buses and lorries to yield
a per vehicle mule rate. Similarly the total agent’s commission charges
paid, less that portion of this amount treated as agent’s loading and unloading
charges, has been divided by the total vehicle miles operated by the entire
fleet of buses and lorries to yield a per vehicle mile rate. The company has
in its depot, besides vehicles, various other capital assets comprising machi-
nery and buildings. The normal income tax rates of depreciation
for these other assets during the period from 1-4-59 to 31-12-59 amounted

to Rs. 108,852. During this period the vehicle miles run by the entire
fleet of buses and lorries amounted to 1,80,48,285 miles. The incidence
per vehicle of the element om account of depreciation on assets other than
vehicles has, therefore, been worked out as a rate per vehicle mile operated,

i.e. 0.6 paisa per mile operated. All other items of charges are specific
charges per vehicle.

21. The total maunds carried by each vehicle during the period investigat~
-«d has been compiled from the abstracts of the way bills. So far as the figures
for maund miles are concerned, in view of the parcel service mode of
operation with many stops en route for loading/discharge of cargo, the
figures were easily available only route wise for all the vehicles operating



ROAD TRANSPORT COSTS 283

on cach specific route. To explain, a route from A to D is split up into
standard sub-destinations, thus :
AtoB AtoC AtoD
BtoC BtoD
CtoD

Actual load carried every day is available for these sub-destinations. This
load for the period investigated from one destination to another in the same
overall route multiplied by the standard distance between the destinations
will yield the maund miles. The total of these station to station mauvad
miles will yield the total route maund miles. The maund miles done by
each specific vehicle on that route has been determined by applying to the
total maund miles on that route, that proportion which the specific vehicle
miles bear to the combined vehicle miles.

22. Operating cost data—The operating costs work out as under for the
wehicles investigated :

cost per maund mile (in paisa)

Madurai  Salem Madras  Coimta- Maduorai  Dindigul

to to to tore to to Tri- to
Madras Pondi- Mannar- Mysore vsndrum  Trichur
cherry gudi
lowest load authorised
on the route (maunds) 112 133 134 112 102 108
diesel and ot . Q-161 0-226 0-218 0-322 0-231 0-329
reparrs/ spares . 0-073 0-080 0-093 0-245 0-133 0-190
batta to opera-
tives . . 0-015 0-020 0021 0022 0-017 0-032
loading/unloading
charges . . 0-024 0-083 0-075 0-067 0-076 Q-087
insurance and
taxes . . 0-034 0-062 0-055 0-157 6-097 0-131
pay and allowances
to operatives . 0-039 0-034 0-065 0-067 0-058 0-076
octroyftollcharges 0-004 0-017 0-013 .. .
administration . 0-10¢ 0-165 0-151 0-183 0-143 0-247
tyre replacement . 0-074 0-084 0-083 Q120 0086 Q-129
depreciation  on
vehicles 0.064 0.085 0.084 0.149 0.094 a.121
depreciation on
other assets 0-007 0-010 0-009 0-011 0-009 0-015
commission to
agents . . 0077 0-116 0-107 0-129 0-101 0-178
other charges . 0-073 0-111 0-101 0-122 0-096 0-164
total cost . 0-750 1-080 1-079 1-607 1-141 1-696
distance on route in
mules . . 301 142 239 163 205 135
average load carried
throughout (maunds) 90-§ 59-0 65-3 542 69-2 39.8

There is wide variation in the total unit maund mile cost as between
the different vehicles investigated. This wide disparity is attributable to
the fact that the average load carried varies widely as between vehicles and
is far below the authorised pay load for each of these vehicles, with the
reseit that the maund miles are also very much low. During discussions
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the company further stated that its vehicles run to daily scheduled timings
irrespective of whether the lorries obtain load or not. The company also
revealed that two of the routes investigated, viz., Coimbatore to Mysore
and Dindigul to Trichur have already been classified as uneconomical routes
which have necessarily to be maintained. The company is of the view that
a proper comparison of the cost of operation of different vehicles under the
conditions peculiar to its mode of transport can be only with reference to
cost per lorry mile operated. The result for the vehicles taken up for investi-
gation is summarised below :—

cost per vehicle rml: operated (in p.ise)
Madurai Salem Madras Coimba- Madura: Dindigut

to to Pondi- to Man- tore to to Tri- to
Madras cherry  nargudi Mpysoie vandrum Trichur
[

dizsel and 0il 14-6 13-6 14-4 175 16-0 13+2
repawsfspares 6-6 4-8 61 13-3 9-2 7-6
batta to opera-

taves . . 1-3 1-3 14 1:2 12 1-3
loading/unloading

charges . 22 5-0 49 3-6 5.3 35
insurance and

taxes . . 3-1 37 3-8 85 67 52
pay and allowances

to operatives 3-5 29 4-3 36 4-0 3-0
octrot/toill charges . 0-3 1:1 0-7 .. .-
adminctration . 3-9 %9 $9 99 9.9 99
tyre replacement . 6-6 5t 5-4 65 6-0 5-2
depreciation  on

vehicles . . 5-8 51 5-5 8-1 6-5 48
depreciadon  on

asset, other than

vehicles . . 0-6 0-6 06 0 06 06
commission to

agents - . 70 70 7-0 70 70 7-0
other charges . 6-6 66 66 66 66 66
total cost . 67-8 65-8 70-8 7-1 79-0 679

The unit cost varies from 65.8 paise to 87.1 paise per vehicle mile. Only
the vehicles plying on Coimbitore to Mysore and Madurai to Trivandrum,
have recorded a very high cost and require explanation. The Coimbatore to
Mysore vehicle is of 1956 model. This apart, full taxes are payable for this
vehicle both in Madras and Mysore States, as there is no reciprocal arrange-
ment between the two States. These factors account for the increase under
diesel and oil, repairs and spares and insurance and taxes, to the extent of
about 15 paise per vehicle mile. The low mileage on this route has also
caused an inflation of 3 paise per mile on account of depreciation of the vehi-
cle. The cost under other items are generally comparable with other vehicles.
Similarly the Madras to Trivandrum vehicle is of 1955 model. Madras and
Kerala States through both of which this vehicle passes do not have reciprocal
arrangements with the result that full taxes are payable in both the States.
These account for an increase of 9 paise per vehicle mile under diesel and

oil, repairs and spares, and insurance and taxes. All other items do not show
sy major variations.
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23. Ideal cost.—During the discussions it transpired that for the entire
fleet of the company lorries hauling goods only, the average normal per
vehicle mile cost, excluding bonus, managing agency commission and other
expenditure not forming part of costs, is in the vicinity of 70 paise per vehicle
mile. As already stated, the company is e¢xperimenting on a truck trailer
combination in certain routes, with a view to carrying an additional maximum
load of about 4 tons. The only extra operating expenditure will be the
following with the trailer combination :—

—

annual depreciation of trailer on 7 years straight [ine basis—capital cost
Rs. 15,000 i.e; Rs. 2143;

annual extra vehacle taxation for tralers @ Rs. 180 per quarter;
extra consumption of fuel @ 20% more;

replacemnznt of 4 tyres of the trailer proportionate to that of the main
vc}’uc}e; and
5 ioecreasc of repairs/spares by about 25 %.

& W w

For purpose of working out the ideal cost, the Madras to Mannargudi
ronte may be viewed as normal. The ideal cost would then be as nnder
both without trailer combination and with trailer combination. In working
out this cost, the recent increase in diesel rate and truck prices have been
taken into account:

without trailer (average load with trailer (average load per
per mile throughout @65 mule throughout @ 130 maunds)

maunds)
(vehicle miles (maund miles (vehicle (maund miles
item of 79,750) 5,235,000) miles  10,367,500)
expenditure total per vehucle per maund total  79,750) per maund
amount mle mife  amount per vehicle  mile
19 mraisa Rs. mile in in paisa
paise yaise
diesel and oil
4,402 gallons . 12,534 15-72  0-2394 15,040 18-86¢  0-1451
repairs/spares 4,879 6-12 0°0932 6,100 7-65 0-0<88
batta to opera-
tives . . 1,083 1-36  0-0208 1,083 1:36  0-0104
loading/unload-
ing charges . 3,923 492  0-0749 7,846 9-84  0-0757
insurance and taxes 2,893 3-62  0-0553 3,613 4-53 0-0348
pay and allowances
to operatives . 3,420 4-29  0-0653 3,420 4-29  0-0330
octroijtollcharges 900 113 0 0172 900 112 0-0087
admumsstration 7,895 9-:90 0-1508 7,895 9:50 0-0762
tyre replacement 4,346 5-45 0-0830 7,243 908 0-6699
depreciation on
vehicles . . §,000 6+27  0-0958 7,143 8.96 0-0689
d:preciation  on
other assets . 478 060  0-0092 478 060  0:0046
commussion 0
agents . . 5,582 700 0-1066 11,164 14-00 0-1077
other charges . 5,269 660 0-1006 5,269 6:60 0-0508

total cost . 58,202 72-9% 11118 71,194 96:79  0-7446
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24, Special features—As a matter of policy, it is understood that the
Company does not at all permit overloading, carriage of prohibited goods,
purchases at blackmarket rates of any item and above all non-conformity
to scheduled timings. As a comsequence the actual average load carried
is always much less than the authorised pay load. It has also been observed
that for body building the company has paid about Rs. 7,500 on an
average for the closed metal type pattern whereas in the Delhi units for
the wooden open type body the corresponding expenditure is only about
Rs. 3,500. This coupled with other regular office-maintenance/technical
establishment and allied overhead charges for running a large scale specialised
transport organisation has resulted in an increase in the unit maund mile
rates in this organisation. Hence the normal recovery rates have been
fixed at 14 paise per maund mile or 44 paise per ton mile with certain dis-
counts under some special cases. However, the existing average cost per
vehicle mile operated works out to about 70 paise. '

The permit laden weight for lorries in Madras State is 9 tons whereas
in Mysore, Kerala and Andhra it is stated to be only about 8 tons. The
unladen weight of the Fargo lorries is stated to be about 4 tons so that
generally in Madras and the adjoining States the authorised pay load for
haulage is restricted to about 4 tons or 112 maunds. For Tata Mercedes
Benz diesel truck the permitted loads in some other States are :

maunds
Uttar Pradesh . . . . . . . . . . 23
Punjabd . . . . . . . . . . . 220
‘West Bengal . . . . . . . . .
Madhya Pradesh 135
Bombay . . . . . . . . . . .
Rajasthan N . . . . . .
Bihar . . . . . . . . . . . . 190
Dethi . . . . . . . . . . . . 176

The following is a summary of the motor vehicles tax and composition
fees paid/payable by the company in Madras and the adjoining States :

motor vehicles tax  composi-
perquarter  tion fees

per quarter
Rs. Rs.
Madras State . . . . . . . . 427 67-50
Aadhra State . . . . . . . . 427 135-00
Mysore State
{a) for Mysore permit vehicles . . . ' . 479 -
{b) for other vehicles . . . . . . 439 -
Kerala State @
(d) for permits in districts situated in erstwhile Madsas
area . . . . . . . . 427 67-50
(b) for others . . . . . . . . 504-50 e
Pondicherry State . . . . « . 120

.

R?dprwd arrangements exist only between (a) Madras and Andhra on payment of
one-sixth tax extra and (b) Mysore and Kerala on no exta payment for motor vehicles
tax with composition fee.



APPENDIX 8
ROLE OF BULLOCK CARTS IN RURAL TRANSPORT

At the instance of the Committee or Transport Policy and Coordination,
the Programme Evaluation Organisation of the Planning Commission under-
took a study of the role of bullock carts in rural transport and the changes
therein over the last decade or so, particularly as a result of introduction
of mechanised road transport. The scope of the study was confined to the
most important type of trade in the rural areas, mamely, marketing of
agricultural commodities by villagers and purchase by them of commodities
produced outside. Rural traffic in goods was assumed to be determined
and conditioned by the nature, volume and direction of such trade. This
assumption derved to give the necessary focus to the study, as it implied
that the share and role of different carriers in this traffic could be observed
and analysed with the help of the ‘trade-centre’ approach. The study was
accordingly based on field data for five selected trade-centres or ‘mandis”
{markets) and six selected villages in the hinterland of each mandi. The
mandis selected for the survey were : (1) Tindivanam in South Arcot district
of Madras; (ii) Lasalgaon in Nasik district of Maharashtra; (iii) Sirhind in
Patiala district of the Punjab; (iv) Gorakhpur in Gorakhpur district of Uttar
Pradesh; and (v) Sainthia in Birbhum district of West Bengal. The mandis
selected were of intermediate size as they were considered suitable for obtain-
ing a fairly complete picture of trade and traffic from and to villages. The
field data for the study was collected during December 1960—January, 1961
which was the peak period for kharif arrivals in the markets. The data was
collected generally with reference to the year 1959-60. An attempt was
also made to collect data for the year 1949-50 or the year nearest to it for
which figures were available, so as to obtain some idea of the chunge over
time.

2. The mandis serve as entrepot markets i.e., collection and distribution
centres for agricultural produce marketed by the farmers in the hinterland
and as distribution centres for non-agricultural consumer goods needed in
rural areas, The total traffic handled in 2 mandi or a market sector com-
prises; incoming traffic in agricultural produce from the villages in the
hinterland, despatches from the mandi, movements within the mandi and
movements from the mandi and other sub-centres to the villages in the
hinterland.

INCOMING TRAFFIC

3. Arrivals to the mandis are mostly by road. In two of the five
selected mandis, practically nothing comes by rail. In the other three,
railways handle from 20 to 50 per cent of the incoming traffic. Of the

287
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total traffic coming to the mandis by ‘road, the share of bullock carts and
trucks in the years 1949-50 and 1959-60 was as follows :

Table 1 : Percentage share of carts and trucks in the incoming traffic

1949 1959-60
mandi carts trucks carts trucks
Tindivanam . . . . 100 . 96 4
Lasalgaon . . - . 84 16 70 30
Sirhind . . . . 92 8 6
Gorakhpur . . . . 95 5 58 42
Sainthia . . . . 98 2 79 21

Bullock carts handled from 58 to 96 per cent of the road-borpe inward
traffic in 1959-60._ Since 1949-50, the share of carts has registered a
decline in four of the mandis, the decline being highest in Gordkhpur (from
95 per cent to 58 per cent).

As for the absolute quantity carried by bullock carts, it has declined
appreciably during the last 10 years only in Gorakhpur. There has been a
large increase in the absolute quantity carried by carts in Lasalgaon and
Sainthia despite a marked fall in their shares vis-a-vis trucks. The increase
in the amount of traffic handled by trucks has been much more than in that
handled by carts. The main reasons for the increase in the share of
trucks in the total traffic have been comstruction of pucca roads and a
relatively large increase in the produce of the more valuable crops such
as cotton, paddy, onion etc.

4. The share of trucks is generally larger in the higher distance groups
and they handled about 90 per cent of the traffic originating from points
between 10 and 20 miles away in Sithind and 95—100 per cent of that
coming beyond 20 miles in Gorakhpur. All traffic from beyond 25 miles
in Sainthia comes by trucks. On the other hand, the share of trucks is
low in the lower distance groups, e.g., 1014 per cent in distances below
S miles in Lasalgaon. All traffic from within 5 miles in Sirhind and Sainthia
comes by carts. The share of trucks is relatively greater in the more
valuable crops, e.g., cotton in Sithind, onions in Lasalgaon and paddy in
Sainthia.

In some cases, carts come to the mandis from long distances also. In
Gorakhpur 43 per cent of the carters interviewed were found to be coming
from points more than 20 miles away. Of the carters in the other four
mandis 28 to 66 per cent came from 10—20 mile distance range.

OUTGOING TRAFFIC

5. The following table shows the proportion of outgoing traffic from the
mandis moved by rail and road and the percentage of the road-borne
traffic handled by trucks.
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Table 2 : Modes of transport used for outgoing traffic in 1959-60

percentage handled by percentage
of the

mandi
road rail road-bome
traffic
handled by
trucks,
Tindivanam . . . . . . . 20-0 100-0
Lasalgaon . . 270 -Q 100-0
Sirhind 42-0 58-0 100-0
Gorakhpur 42-0 8.0 70-0
Sainthia 250 75 0 46-0

The railways carry 58 to 75 per cent of the outgoing traffic m all the
mandis except Tindivanam where road is the principal carrier. As des-
patchgs are generally bound for long distances, rail is preferred to road
transport. However, over the past 10 years or so, the relative shares of
rail and road has altered in favour of the latter.

6. Trucks are the dominant mode of road transport in this traffic except
at Sainthia, The survey shows some affinity between the distances and the
relative use of trucks and carts. The complete exclusion of carts in the
despatches from Tindivanam, Lasalgaon and Sirhind is due to the lomg
distances to which goods are exported from these mandis as compared
with those in Gorakhpur and Sainthia. But even in the last two mandis,
trucks have gamed heavily over carts durning the Jast 10 years. This change
has been made possible by the rapid progress i road construction. Thus
construction of roads has enabled trucks to wrest traffic both from the

railways and the bullock carts.

INTRA-MANDI TRAFFIC
7. For intra-mandi movements only the non-mechanical modes of
transport like bullock carts and thelas are generally used on account of
short distances required to be covered. Trucks have not yet made much

of a dent on this traffic.

TRAFFIC TO THE VILLAGES

8. In the hinteriand villages of 3 mandis, Tindivanam, Sainthia and
Sirhind either all or almost all of the incoming traffic comes by carts. In
the villages of Tindivanam, trucks are mot used at all. In the villages in
the hinterland of Sainthia and Sirhind, trucks are not pormally used because
long distances have to be negotiated by kutcha roads. The proportion
of incoming traffic brought by trucks is the largest in Gorakhpur villages ie.,
77 per cent. But all the commodities which came from distances of less than
15 miles were found to have been brought by carts. In fact, the trucks have
been used mainly for the import of foodgrains for Government shops. In
Lasalgaon, for 2 major part of the incoming traffic carts are used, only

LiPC/66—2)
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29 per cent of the imports having been brought by trucks. When the hauling
distance did not exceed 5 miles, carts were exclusively used.

VARIATION IN THE NUMBER OF CARTS

9. The following table shows the percentage increase or decrease in
the number of carts between the years 1949-50 and 1959-60 in the five
mandis. The Table also shows the percentage increase in the volume of
exports from the villages and the percentage increase or decrease in the
volume of exports per cart between these years.

Table 3 : Percentage insrease or desreasc between 1949-5) and 1959-69

mandi area number of volume of export

carts total per cart
Tindivanam . . . . 16-4 22-4 52
Lasaigaon . . . . . . 33-1 n.a. n.a
Sichind . . . . . . 37-7 39-2 1-1
Gorakhpur . . . . . . . —16-3 55-9 908
Sainthia . . . . . . . 49:0 21-5 —18-4

The number of carts has risen by about 16 to 49 per cent in the villages

of four mandis. It is only in the Gorakhpur villages that the total number
of carts has decreased by about 16 per cent,

In three mandi areas, both the number of carts and volume of exports
have risen. But the increase in the number of carts has not kept pace with
increase in exports. In Gorakhpur, although there has been a decline in
tho number of carts, the volume of exports per cart has increased. In

Sainthia, the number of carts has risen much faster than the volume of
£exXports.

10. Almost ali carts are of the ordinary type, having wooden wheels
and iron rings. In the villages in the Sirhind mandi, improved types of carts
with pneumatic tyres have made their appearance, but most of the carts
are still of the old type. . The average capacity of carts was found to vary
from 12 maunds in Szinthia to 23 maunds in Sithind, The average load
carried was found at the time of the survey to vary from 68 per cent to
88 per cent of the average capacity of the carts.

RoLE or TRUCKS

11. The data relating to the frequency of visits of trucks to the villages
bring out that, compared to 10 years back, the present position has changed
very lLittle. In Tindivanam area, trucks do not at all visit the selected
villages. In Sainthia, the frequency of visits by trucks has increased in only
one of the six sample villages because of the recent mprovement in the
connecting roads. In Sirhind, the change is marked in only one village
where, despite its being in the interior, more trucks have begun plying. This
is due to a very large increase in the production of onion which is collected
by the traders from the village by trucks. In Lasalgaon, there has been
some improvement in the use of trucks. In one village, it is attributed to
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the improvement of the connecting road. In another village, the contributing
factors are rise in the production of cotton and the prospect of getting better
price for produce at Lasalgaon mandi. In Gorakhpur area, the use of
trucks was reported from two of the sample villages where the change was
attributed to the construction of metalled roads.

The two main factors favourable for trucks have been the improvement
in the condition of roads and the rise in the production of certain ‘cash’
corps, £.g., onion, cotton, etc. which are either perishable or relatively more
valuable. Another factor, noticeable to some extent, is the correlation of
truck transport with the functional organisation of the marketing agencies
or links, Thus, the change noticed in Sainthia village was due to rice mills
having come up in the area in recent years which engaged not only in
milling but "also in wholesale purchase of rice and trucking. This has led
to inereased penetration of trucks into the villages on the roadside.

CONCLUSION
The report sums up the broad conclusion of the study as follows :—
“_.....the survey shows that the cart continues to occupy an indis-

pensable place in the rural economy. While carts have lost much ground
to trucks in the mandis or market centres, they have increased in
number in the villages and are not handling any lower volume of traffic
than ten years back. The reasons for this vitality of carts are the
following :

(i) The villages.are mostly connected with mandis through kutcha
roads which are quite often narrow, uneven and unafit for use
by mechanical means of transport.

(ii) The unit of farnung being small, the marketable surplus per
household is small and that too is sold in more than one instal-
ment. Not all the marketable surplus needs be taken to
markets. In the circumstances, carts are both suitable and
economical.

(iii) The growers prefer to send the produce te the nearer sub-mandis
or even periodical mandis. This practice makes for a shorten-
ing of the hauling distance.

(iv) The cultivators use carts for various agricultural uses like carry-
ing fertilisers and manures to the fields, carrying produce from
farm to store house, sugarcane to the:crushers or fodder from
distant fields. Thus, their use for marketing operations involves
very little additional outlay or expenditure.  Besides, ownership
of carts is a status symbol and, as such is desired for nom-
economic reasons also,

“Trucks have, however, gained in importance in long hauls, particularly in

the field of despatches from mandis. Here they have sccured gains at the
expenso of railways as well as carts. On the village side, they will continue
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to gain ground with improvement in the condition of roads and changes in
the cropping pattern making for a shift to more valuable, commercial and
perishable crops. But the effect of these changes will be slow and gradual
as long as the market lots continue to be small enough to be handled by
carts. A major shift in the use of trucks can come only after structurat
changes, involving changes in the unit of farming and marketing, take place



APPENDIX 9
A NOTE ON THE WORKING OF LIGHT RAILWAYS

The Committee on Transport Policy and Coordination, in early stages
ot its work, received reports from some of the Light Railways Companies,
especially from Martin Burn Ltd., about the continuous increase in the
cost of operation and diversion of traffic to road tramsport, resulting in
losses of revenue. The Martin Burn and Macleod Companies submtted
memoranda to the Committee, on the subject. The Commitiee collected
factual information on the working of all the Dight Raiiways. The results
of the study done by the Secretariat of the Committee are summarised
briefly in tt.lis note.

GOVERNMENT INTEREST IN THE LIGHT RAILWAYS

2. A list of Light Railways owned by private companies, as on March 31,
1965 is appended at Annexure 1! to this note. Their total route length 1s
662.04 kms. (411.40 miles). The detailed arrangements which exist
between the light railways on the one hand and the Railway Board or the
local authorities on the other, are also summed up at Annexure I. It will
be scen from the statement that in case of the following four light railways,
Goverament have guaranteed interest at 3} per cent on paid-up capital :

1t Ahmadpur-Katwa railway

2 Baokura—Damodar river rallway . ¥Macleod and Co.
3 Burdwan—Katwa railway . .
4 ﬁutwah—lslampur railway . . Martin Burn Ltd,

In the case of Shahdara (Delhi}—Saharanpur Light Railway (Martia
Bumn), Government is entitled to moiety of profits in excess of 4 per cent on
the paid-up capital of the Company. The Central Government have om
financial interest in any other Light Railway. However, in the case of some
of the railways, the District Board authorities have financial interest and the

right to acquire their assets.
FINANCIAL RESULTS OBTAINING ON THE LIGHT RAILWAYS

3. At Annexure I to this note is given a statement which summarises
the financial position of the Light Railways for the period 1956-57 to
1964-65. It will be seen that the working expenses on most of the railways
have been going up at a faster rate than the gross earnings. The increase
in working expenses is ascribed to several causcs; the main factors being
rise in wages, the higher cost of renewals and repairs and all-round increase

1Source : Anpual Reports—Indian Raitways—Volume Il —Statistics
293
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in the operating costs. In case of some of the railways, the higher costs are
stated to be the result of expansion of serviees provided by the railways whick
has pot been followed by proportionate increase in traffic and earnings
owing to growing road transport competition. According to Martin Burn,
the earnings of Shahdara (Delhi)—Saharanpur Light Railway have gonc'
down substantially since 1956-57, due to increased road transport competi-
tion. In the year 1958-59, this railway showed a net loss of the order of
Rs. 2.31 lakhs. The position did slightly improve in 1959-60 when it
carned a profit of Rs. 3.65 lakhs. In the subsequent years, however, there

has been steady decline in profits; in 1964-65, the profits stood at Rs 0.41
lakhs.

4. As regards Arrah-Sasaram Railway, the gross earnings have been
gradually increasing since 1959-60 and these amounted in 1964-65 to
Rs. 21.52 lakhs. There has been a corresponding increase on the expenses
side also which stood at Rs. 18.01 lakhs in 1964-65. The net earnings in
1964-65 were Rs. 3.51 lakhs which were significantly larger than the net
carnings of Rs. 1.51 lakhs in the preceding year 1963-64. Even in the case
of the Howrah-Amta Light Railway the net carnings which have gradually
declined since 1957-58 have shown a significant increase in 1964-65. There
has been a consistent decline in the net earnings of the Howrah-Sheakhala

Light Railway : the earnings have come down from Rs. 1.04 lakhs in 1956-57
to Rs. 0:94 lakhs in 1964-65.

5. The Dehri-Rohtas Light Railway is owned by the Dehri-Rohtas Light
Rajlway Company who operate it under an agreement with the District
Board of Shahabad. The Central Government have no financial interest in
the Railway. The financial results obtained on this railway have been
generally satisfactory. However, since 1961-62 there has been a gradual
fall in its net earnings, in 1964-65 these amounted to Rs. 17.91 lakhs as
against Rs. 30.20 lakhs in 1960-61. The Macleod Company group of Rail-
ways comprising Abmadpur-Katwa; Bankura-Damodar river and Burdwan-
Katwa, have been operating under heavy loss since 1956-57. Due o increas-
ed operating expenses. the finances of these railways have been
dwindling in recent years. The Ahmadpur-Katwa railway has incurred
a lots of Rs 4 56 lakhs in 1964-65 as against Rs. 3.12 lakhs in the previous
year, The Bankura-Damodar river railway has shown a loss of Rs. 6.24
lakhs in 1964-65 as against Rs. 5.29 lakhs in 1963-64. Again, the Burdwan-
Katwa Railway has shown a loss of Rs. 3.60 lakhs in 1964-65 as against

Rs. 2.90 lakhs in the previous year. Thus, the finances of these railways
are far from satisfactory.

REHABILITATION REQUIREMENTS OF THE LIGHT RaiLways

6. Most of the rolling stock on the Light Railways have become overaged,
as these came into existence several decades back. The renewals and
replacements of stock were not done according as they fell due. The Study
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Group on Transport Planning (1958)! made a study of the position in
regard to the overaged stock in some of the railways which is summed up
below :

railways number above the age of 30 years as compared with the total
numbers on line.

coach bogies wagons-4 engines
wheelers

Howrah—Amia . . 12o0utofil4 66 out of 104 16 out of 27
Howrah—Sheakhala . loutof39 all 11 2outof 5
Futwah—Islampur . . 6outof 1l 16 out of 22 all the 3
Shahdara—Saharanpur . 10 out of 67 215 out of 269 10 out of 19
Arrah—Sasaram . . 2outcf32 49 cut of 139 7 out of 11
Dehri —Rohtas . . . Toutof12 59 out of 534 5 out of 15

On the Burdwan-Katwa, Ahmadpur-Katwa and Bankpura-Damodar river
railways all the coaches; wagons and engines in use are stated to have been
there since the inception of the railways; periodical overhauling of course,
were done to these but complete replacements, when due, were postponed.

7. The Dchri-Rohtas railway was stated to have programme to replace
all the stock about 30 years old and was understood to be considering a
scheme to strengthen their track to facilitate operations of heavier engines.
The position in regard to other railways was not quite so easy. The rolling
stock rehabilitation requirements of Martin Burn group of railways as also
the funds available with them were indicated by the Company as below :

rehabilitation funds
reguire- avaijable
ments in
as on replacement
31-3-62 and
renewals
reserve
Rs. (in lakhs)
Howrah—Amta . . . . . . . . 42-68 1-83
Howrah—Sheakhala . . . . . . . 9-40 307
Futwah—Islampur . . . . . . . . 7-00 nil
Shahdara-—Saharanpur . . . . . . . 39-20 6-3%
Arrah—Sasaram . . . . . . . 24:60 ni

In the case of the Ahmadpur-Katwa, the Burdwan-Katwa and the
Bankura-Damodar railways, no specific funds were set apart for rehabilitation
purposes and all expenditure on rehabilitation or renewals was debited to the
revenue account. Requirements for rehabilitation were quite heavy.

8. Recent trends in traffic and earnings.—There has been a steady

decline in passenger and goods traffic in case of some of the light railways
Annexures 112 and IV? give the volume of goods and passenger traffic

1The latest position {s not available
2Source : Annual Reports-Indian Railways-Volume IT-Statistics
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handled by different light raitways and their earnings during the last eight
years from 1956-57 to 1964-65 respectively. It will be seen that generally,
the light railways have been able to maintain a nominal increase in the
passenger traffic carried and also earnings, except in the case of Shahdara-
Saharanpur railway where the passengers carried have decreased from 58.24
lakhs in 1956-57 te 39.21 lakhs in 1964-65 and earnings from passengers
carried from Rs. 29.90 lakhs in 1956-57 to Rs. 26.25 lakhs in 1964-65.

As regards good traffic, most of the railways have recorded decline in
tonnes of goods carried and also in earnings, except in the case of Ahmadpur-
Katwa, Dehri-Rohtas and Futwah-Islampur Railways where there has been
very little improvement from 1956-57 to 1964-65. However, comparative
statement showmg percentag: increase or decrease in passengers and goods
traffic from 1956-57 to 1964-65 for light railways as against the figures for
the Government Railways system as a whole are given below &

(percentage)
railway passengers earnings goods earnings
carried from carried from
passangers goods
carried carried
total government
raflway system . . . . 48-90 71-31 183-16 $9-00 |
Abmadpur—Katwa . . . 49-48 48 86 6-67 3267
Arrah—Sasarem . “ 18-49 20 21 —56-00 —44-74
Bapkura —Damodar . . . 5-61 10:83 ~40-00 —11-79
Burdwen—Katwa . . . 59-03 7683 —14-29 151-16
Dehri—Rohtas . . . 55-62 67 95 11 93 76:02
Futwah—Tslampur . . 8680 78 90 769 34:62
Howrah—Amita, . . . 15-63 2419 ~—~15:09 8:59
Howrah—Sheakhala . . . 33 01 47:08 ~35.71 ~33:34
Shahdara—Saharanpur . —32-68 —12 21 —-25-53 0 89

These figures explain that the traffic and earnings position of most of the
ight railways are far from satisfactory. :

9. The light railways in their various representations to the Government,
from time to time have pointed out that they were facing serious competition
from road transport both in passenger and goods traffic. The present position
m regard to competition from road transport on the routes served by the
light railways is not available and may require study. At the suggestion of
the Committee on Transport Policy and Coordination, a Light Railways Advi-
sory Committee has been set up in each of the States of U.P., West Bengal and
Bikar on which the Central Governmert (1e. the Indian Government Rail-
ways). the hght Railways Companies and the State Transport Authoritics ate
represented. The function of the Committee is to consider necessary adjust-
ments in the services provided by different modes of transport, including light

railways with a view to utilising, the available transport resources to the
Qmost.
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10. The present policy of the Government in respect of Light Railways
was explained by the Minister of Railways in course of the Budget debate in
Parliament in March, 1958. The Minister observed, “in regard to the
nationalisation of the light railways, that is a question which comes up at
every session of the House, It is important, no doubt. But, as I explained
m the Rajya Sabha a decision was taken two years back not to nationalise
the Light Railways and not to expend our resources on taking over a facility
which was already in existence but rather to expand, if we have the resources,
for opening up new lines or for the construction of new lines; and that is why
we are not at present very enthusiastic about nationalising the light railways.
But whenever we find that the condition of a particular light railway has so
deteriorated and the people of that jocality will be greatly handicapped if that
particular railway is either closed down or is not in serviceable conditien,
we consider whether or not to take over that railway and provide the people
.of the localiey with the facility. So, that is our policy so far as light railways
are concerned.” -
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APPENDIX 10

MEMORANDUM BY M. R. BONAVIA ON ROAD AND RAIL
COORDINATION IN INDIA (JANUARY 1964)

1. InTRODUCTION : THE SITUATION To-DAY AND THE OUTLOOK

It has recently been said! : “When it is a question of the stimulation of
under-developed economies. . . .transport is one of the two great ‘nation-
building’ influences (education being the other) which are basic to everything
eise”. In India, this is particularly true; and transport may well prove toba a
real partner of education in acineving “emotional integration”. ifs economic
wmfluence is of course even more obvious than its social effects, since the
efficiency (or lack of efficiency) of transport reacts directly upon almost all
forms of industry and commerce.

Historically, however, the expansion of transport facilities in almost every
country has not been an unmixed blessing since it has created the so-called
“transport problem”; namely, a pattern of transport develcpment and use
of facilities which becomes progressively less rational as the total supply of
transport catches up with demand, and as motor vehicles begin to shoulder
the railways out of their traditional predominance. In the final stage the
problem of living with the motor car becomes acute owing to intolerable pres-
sure upon highway capacity and parking space.

In the small and congest2d area of Great Britain, it has been said! of the
motor car  “We are nounshing at immense cost a monster of great poten-
tial destructiveness. And yet we love him dearly”. This of course is the ter-
minal phase of the transport problem; there is a long way to go before the
private car can become a “destructive monster” in Yndia, Nevertheless, the
earliest symptoms of the transport problem appeared as long ago as the era
between the First and Second World Wars, and they were directly responsible
for the passing of the Motor Vehicles Act of 1939, which was designed to con-
tro} the growth of commercial motor transport, at a time when serious com-
petition with the railways was anticipated.

However, the transport shortages during and since the Second World War,
and the establishment of relatively low priorities for investment in road trans-
port since Independence, have temporarily masked the underlying problem.
Problems of co-ordination have appeared less urgent than the problem of
meeting insistent transport requirements; and of course the national emergency
has prolonged and emphasized this state of affairs.

By the Steering Group on Trafficin Towns (Reportto the U. K. Minister of
Transport, 1963).
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But, by ail the statistical criteria that can be applied—number of road
vehicles per kilometre of road, per square kilometre of area, or per thousand
inhabitants—the scope for expansion of road transport in India is enormous,

The emphasis hitherto piaced upon the development of heavy industries
in planning has paturally tended to stimulate those traffics more suited to
rail movement—coal, iron ore, steel, cement, etc. As the fruits of basic

development are realised, there should be a gradual shift towards the develop-
ment of light industries and the production of consumer goods, many of which
are inherently more suited to road transport.

Furthermore, the ownpership of private means of transport is itself an
essential element in economic welfare in the twentieth century. Progress is
continuous, from the ownership of a bicycle to that of a motor scooter, and
(lastly) a car. The timing of this progress may vary widely in different coun-
tries and continents; but its direction is universal.

Hitherto, the limiting factor upon road transport expaasion in India has
not—as in the UK. and other developed countries—been the licensing system
so much as the physical shortage of vehicles, arising from the low allocations
of foreign exchange for imports, and the limits imposed (partly by planning
controls and partly by technological factors) upon home construction. Ths
cannot last; in fact there is little doubt that in the Fourth Plan expansion op
a large scale will be provided, though it may be doubted whether even this
wili really be adequate to allow motor transport to play the part of which it
18 capable.

Accordingly the problem lies ahead and sooner or later it will have to
be tackled. If it is tackled sooner, then the more acute stages—which experi-
ence in other countries has shown to be the most difficult to deal with~—may
be prevented from developing. Prevention is better than cure, especially when
cure is both a costly and painful process.

It is however important to dispel any impression that the study of transport
ecomomics by itself will reveal the course of action that is obviously the
correct one to follow. The collection of information about the financial posi-
tion of the railways and the road transport undertakings, the nature of the
traffic carried by each, the existence of monopoly or competition, the views
of the users of transport regarding the quality of the service they receive, ia
important and may give a good picture of the problem; but it will not auto-
matically indicate what the soluton should be. The reason is that transpornt
is not purely a technical, financial, or economic subiject; it has also important
social and political aspects. Given a transport problem stated in identical
terms, the most appropriate solution might be very different in, for example,
the US.A, the UK. the US.S.R., or India. The role of the transport econo-
mist is to analyse the data as correctly as possible and to describe the conse-
quences of any particular course of action. He should try to strip away any
prejudice that exists in favour of or against any particular form of transport,
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and show what happens to the national economy in terms of real costs and
real benefits. But the ultimate decisions will have to be taken in the sphere

of politics and public administration, and they may well be taken on grounds
which are not purely economic.

2. THe “TRANSPORT PROBLEM"” AND ITS CHARACTERISTICS
(a) Charging Systems

The “transport problem™ is sometimes discussed almost exclusively in
terms of a clash between road freight charges based upon costs, and railway
rates based on the principle of “what the traffic will bear”, or what economists
call “differential monopoly prices”. The clash arises from the fact that rail-
way rates comprise a schedule of charge per ton-mile which are normally high
for articles of high value and low for articles of low value. The underiying
assumptions justifying these differentials are (a) that these rates correspond
0 “maximum demand prices” for these particular services; (b) that costs are
not correspondingly differentiated : so that the high rated traffics can be said

to be “subsidizing” the low rated traffics which cannot “afford” to pay the
full cost of their transport.

Acceptanie of this assumption in the past produced a conception of rail-
ways as a beaevolent monopoly, practising differential charging in the public
interest, upder the direct control and direction of the State; in effect, taxing
the rich and helping the poor by cross-subsidization.

Historically, this pattern of charges was rudely disturbed by the arrival
of road transport. The road haulier charges by the job without regard to the
nature of the goods carried. He has a rough-and-ready knowledee of his
costs, and he uses this to undercut the higher classified railway rates. The
traffic which the railways carry at lower rates he leaves alone. This is often
described as “unfair” competition; and the railways have argued that, because

it affects their capacity to “subsidize” the low rtated goods, it should be
restricted in the national interest.

But in actual facts the clash between cost-of-service road rates and value-
of-service railway rates does not result in the road haulier attracting away all
the traffic in the higher classes of the railway tariff. Road transport tends to
be essentially selective in its approach, carrying only on routes where suitable
retumn loads are on offer, for instance; or refusing to carry consignments that
do not enable an economic lorry-load to be obtained. This in fact is the
basis of a major complaint by the railways—that whereas they are universal
carriers, the road haulier is not. He can pick and choose his traffics, selecting
the remunerative operations and rejecting the rest. This selectivity of read
haulage is at least as important as the clash of charging systems.

Furthermore, the traditional picture of the clash between road and rail
charging principles has been modified by recent progress in railway traffic

1 Whether or not they have full “legal common carrier” hability.
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costing and in the study of cross-subsidization. Traffic costing studies in the
UK., for instance, have established that variations in cost of haulage are so
pronounced that variations in gross receipts per ton-mile do not necessarily
show the true pattern of cross-subsidization, which may be far removed from
that based on a crude comparison of high rated with low rated commodities.

Railway cost levels depend largely upon utilisation of assets, especially rol-
ling stock. Coal loading between 20 to 55 tons per wagon, for instance, incurs
a much lower baulage cost per ton than miscellagneous machinery loading
perhaps 5 tons in a wagon. It may not therefore be “subsidised” by higher-
rated traffics nearly as much as has been assumed, if at all,

Apart from this, some sections of railway have specially high operating
costs, caused by gradients and similar factors; or they may be so little used
that unit cpsts are unduly high. Traffic on these sections, if carried at stan-
dard rates, may correctly be said to be subsidised by the traffics on other
sections of line with normal operating costs,

To a very limited extent, some flexibility exists in railway rates. The
railways can depart from the standard tariff (normally by not more than
40% ), and quote special rates under certain circamstances; but an enquiry
addressed to the Railway Board as to the proportion of traffic carried at stan-
dard -and special rates respectively elicited the reply that no information on
this subject was available.

The Zonal Railways require prior headquarters approval for quotation of
exceptional rates. The reasons held to justify special concessions have included
the following :—

(i) to assist the growth of new industries;
(ii) to assist exports, or to assist home industry against competition
from imports;
(iii) to give special assistance to agriculture.

There does not therefore appear to be any general policy of using the
existing power to reduce rates either to compete with road transport, or to
reflect specially favourable cost circumstances which may apply to parti-
cular traffics.

The traditional view of road-rail competition as based upon a clash of
pricing systems is partly invalidated by the fact that quality may be even
more important than price in determining the choice of service. The
ability of the road haulier to give a door-to-door transit without interme-
diste handling, to make his vehicle available on demand, or to give a
shorter over-all transit time and more punctual delivery than the railway
may be sufficient to enable him to attract traffic from the railway at higher
rates than the railway traffic.

The clash of charging systems exists almost entirely on the {reight
side. Passenger fares by both rail and road are based on standard tariffs
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without “discrimination” of the kind embodied in the railway freight classi-
ficaton. Both are usually fixed on a standard basis per mile which can-
not take cognizance of local cost variations, and there are, therefore, ele-

ments of cross-subsidization in both-—for instance, as between peak and off-
peak travel

There is however one feature of the fares situation that constitutes a
part of the general transport problem. The railways estimate that, by
and large, their receipts from passenger traffic do not meet the costs in-
curred. Taking the broad gauge network as a whole for the year 1961-62,
the net earnings (incliding interest) on freight traffic averaged Rs. 7.68
per ttam-mile, whilst the corresponding figure for passenger traffic was a
net loss of nP. 68 per train mule. The corresponding figures for the metre
gauge were a loss of nP. 97 per train-mile for freight and a loss of Rs. 3.08
for passenger trains. There s therefore a general subsidy of paésenger tra-

fic by freight traffic, as well as a subsidy of metre gauge traffic by broad
gauge traffic.,

If this is accepted——and the basis of dividing the shared expenses such
as track jmaintenance, signalling, administration, etc. between passenger
traffic and freight traffic is always a debatable one—then a policy question
arises. Should not the passenger traffic be charged with its proper share of
the shared expenses; and the fares be re-calculated accordingly ?

There can be no real economic argument against this. At the moment,
consumers are having their journcys subsidised at the cost of paying more
for manufactured articles, foodstuffs, etc. in which rail transport charges
constitute an element in the selling price. In other words, they are escap-
ing a form of direct taxation by paying more mdirect taxes.

The reason for maintaining the present position is partly no doubt that
fares are a political question, and every increase in them is very unpopu-
lar; whereas freight rates are not separately identified in the final selling

price and their incidence raises no popular feeling, whatever the trading
community may say.

(b) Facilities and Services

In an ideal state, each form of transport would develop according to its
special advantages and charactenistics, so as to provide together a compre-
hensive network of services at the lowest real cost to the communpity. Each
would be developed up to the point—and not beyond it—at which the other
form of transport gains the advantage in cost and/or quality of service. Since
the transport needs of different areas and particular traffics vary considerably,
there are many instances where neither rail nor road alone can give the best
service. In such cases one would expect to see a substantial amount of joint
road-rail services,

. Examples on the passenger side would be the sitting of road transport ter-
minals adjacent to main rail

way stations; the timing of bus services to provide



MEMORANDUM BY M. R. BONAVIA 317

connections with trains; the gradual replacement of rail services by buses m
areas of light traffic density.

On the freight s:de one would expect to see the development of rail-head
transhipment centres, at which freight in trainfoads would be transferred to
road for distribution over wide arcas, and vice versa. Railways might carry
road vehicles—or, more probably, trailers—by “piggy-back™ over long dis-
tances, enabling door-to-door delivery to be given whilst mamtaming high
speeds over long distances. For example, a “liner train™ of flat wagons travel-
lng regularly at passenger train speeds between Dellu and Bombay or
Calcutta should be able to carry road tratlers at lower cost, greater safety
and higher speed than could be offered with toad haulage throughout.

In actual fact, of course, this ideal state of affairs is very far from being
reached. Each form of transport has developed along its own lines. In
places theye i3 competition and duplication of tacilities; in others there 18 an
overall shortage.

The causative factors in the failure to achieve a balanced, complementary
development of road and rail facilities are several. First probably comes the
concept of the ratlways as the basic form of transport service. Despite the
fact that the railways have generally fulfilled this function in the past, to-day
any basic transport service must be a combintion of rail and road, properly
planned to allow scope for each.

Next probably comes a feeling that there is no urgency; that the develop-
ment of road transport has an immense distance to go before it reaches satura-
tion point, or before it can play a major part in economic expansion. It is
true that such instances of duplication of railway services as exist are not
yet important in relation to the total scale of demand. But, as indicated
above, the motor industry has not yet spread its wings. When it does so, the
potential waste of resources will be vast, unless proper physical coordination
of services with the railways is planned in advance.

At the moment there is no focus, no organisation capable of initiating
action. The railways do not own or operate road transport. The out-agencies
and the public carriers generally operate on too limited a scale to contemplate
“piggy-back” transport.

An enquiry was made of the Railways Board as to how much traffic was
brought to or collected from railway goods stations :—

(i) by motor vehicles owned by either the consigner or the consignee
of the traffic;
(ii) by out-agents appointed as camriess by the railways;
(iii) by other public motor carriers.

The Railways stated that they had no information on this point. But this
is a question of growing importance. So long as the railway traffic consists
predominantly of raw materials and bulk commodities such as coal, iron ore,
cement, foodgrains etc., much of the loading and unloading will be dome
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direct, without the intervention of motor transport, at mines, quarries, steel-
works, factories with rail connections, warehouses, etc. But as the potential
traffic contains a greater volume of manufactured articles and consumer goods,
there will be greater demand for through transit to and from houses, shops and
godowns, where motor transport will be involved at each end of the journey.
Such traffic is particularly attractive to road hauliers, traders also prefer to
avoid loading and unloading at railway stations because of the delay and
risk of damage or theft that this creates.

Admittedly, in recent years the tendency has been for the proportion of
low-rated traffics (bulk goods and raw materials) to increase at the expense
of high-rated commodities. This probably reflects (a) the emphasis in the
Five Year Plans upon industrial development, and (b) some increase in the
competition from road transport, particularly m the long-distance field.

As regards (a), it must be expected that there will be a progressive shuft
towards the production of more consumer goods and manufactured articles as
the fruits of earlier planning are realised. As regards (b), the continuance of
the trend will depend partly upon the extent to which the Railways are able
to offer efficient door-to-door service, and partly upon the licensing policy
of Government as regards long-distance road transport. The importance of
physical co-ordination is obvious in any case.

On the passenger side there is no pressure upon the bus undertakings to
coordinate their services with the train time-table nor to site their termim
adjacent to railway stations. The Railways’ right to nominate a representative
on the boards of the nationalised road transport undertakings has not pro-
duced any appreciable effect in terms of physical coordination.

These are aspects of the transport problem in which action is needed, and
a sense of urgency must be imparted into the study of the subject.

(c) Investment

The main problems of investment in road and rail transport are (1) the
difficulty of co-ordinating investment 1» road vehicles with that in highways;
(2) the difficulty of achieving a rational apportionment between road and
rail transport, and finding adequate tests for the justification of projects.

Whereas on the railways proposals for investment in the track and struc-
tures, and for investment in locomotives and rolling stock, are formulated
by a single organisation, in road transport there is a complete separation
between the procedure for investment in vehicles and investment in highways.
It is not surprnising therefore that wide disparities should arise between the
component parts of road transport. In the United Kingdom, for instance,
for a decade after the Second World War investment in vehicles was allowed
to leap ahead of investment in highways The available information suggests
that the reverse position has obtained in the U.8.8.R., where motor transport
has (under planning control) been deliberately kept down, despite large road
building programmes. In the U.S.A., the evidence seems to suggest that a
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good balance has generally been struck between private investment in motor
vehicles and public mvestment in highways.

Whilst road transport investment in vehicles is partly based on commercial
principles, investment 1n private cars, motor cycles and bicycles is largely
based upon “‘welfare” considerations which can scarcely be measured in
monetary terms. The justfication for investment m highways is normally
based upon estimates of traffic demands; but these are not differentiated bet-
ween commercial and other uses, and until recently there has not been any
method of directly comparing estimated social net returns from investment in
highway projects. Such a techmique is only now emerging in the shape of
social cost/benefit studies.!

Yet another factor is the incalculable cumulative effect of many thous-
ands of individual decisions to buy or to refrain from buying cars—at any
rate in a free economy. In a planned economy an almost equally un-
predictable effect is the availability of foreign exchange for the import of
motor vehicles, and the largely subjective view taken by the planners of
the degree of priority that should be given to home construction of motor
vehicles.

Investment proposals may arise, even in the most responsible quarters,
on grounds that are not economic but historical, emotional, or political.
For instance, the Railway Convention Committee of 1949 stated that “there
are undeveloped areas rich in resources which can be explored and exploit-
ed only when a rail link is established. In the majority of these cases
no financial justification exists, or can exist, at any rate in the first phase
of development.” This quotation well illustrates the general assumption
that there is an obligation on the railways to provide a comprehensive
transport service. This was justified in the nineteenth century, when there
was no real alternative to railways, but is no longer justified today. An
undeveloped area is mot mecesarily in need of railway services; its need is
for more transport services. Whether the railways or road transport are
better qualified to provide for the needs of the area cannot possibly be
koown without an expert survey of the demand for transport and of the
different ways in which it can be met, having regard to the local conditions.

A paper published by the Railway Board® indicates that about 58
per cent of the freight traffic on the Indian Railways is carried over 15 per
cent of the total route mileage and the remaining 85 per cent of the railway
system carries less than half the total traffic. All the branch lines of the
metre gauge and some of the branch lines of the broad gauge have a
density of traffic of less than 1,000 tonnes per kilometre per day (against
the average of about 7,700 tonnes for the broad gauge system of the
railways and 1,600 tonnes for the metre gauge).

I These are described in Section 3(c) (n).
2Paper on “Denuty of fresght traffic on Indian Rarlways™ by Shrt 8. K. Guha, Director
of Statistics and Economic Adviser, Railway Board.
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Since the remunerativeness or otherwise of particular sections of line
is closely associated with the density of the traffic carried on each section,
there 18 2 strong presumption that a large part of the railway network is
being subsidised by the smaller remainder which carries the heavy traffic.

The persistence of the traditional comcept of railways as the basic
form of tragsport may, in fact, involve the country in substantial economic
loss which 1t can ill afford Railways will be pressed to undertake exten-
sions into undeveloped arcas, which will involve a wasie of resources
through failure to adopt the cheaper alternative of road transport,

At times there is pressure for railway extenmsion by State Governments
wbich are simultansous!y undertaking toad improvements on a parallel
route and freely heemsing public carriers in the arca. A sinking exampie
is the proposal of the Rajastban Government to develop the Rajasthan
Canal as u navigable canal at the same time as it has been pressing for the
developmient of both new rail and road facilities parallel to the canal,

Railways may also be prevented from closing down sections of Enes
which are uneconomic and which consequently have to be subsidised, either
by the Covernment or by the users of other sections of the railway. In-
aidently, the railways lack the necesary statutory power to substitute rail-

way-owned bus and lorry services which might perform the same functiss
as the railway at a lower cost.

To sum up; the problem of obtaining a more rational approach to invest-
ment in road and rail transport is complicated owing to the constitution of

the transport industry. ‘The mam hope for improvement must lie in the
direction of promoting:

(1) better co-ordination of investment in motor vehicles and in
highways;

(2) better techniques for assessing the justification for investment
projects, whether by road or rail;

(3} education of the public in the respective roles of the railways
and road transport, and the need for balanced development.

3. PosSIBLE SOLUTIONS

(a) Freer sompetition
If it is accepted that India will face before long a ‘transport problem’
apalogous to that which exists in more developed countries, a possible
approach to a solution of the problem would be a more towards freer com-
petition, which involves allowing the price mechanism to operate with fewer
controls, and charges to be linked more closely with costs,

This approach has a certain appeal in terms of pure economics. To
enable the price mechanism to perform its classical function of regulating
supply in relation to demand would involve the removal of all controls over
passenger fares and freight rates, and a considerable liberalisation of motor
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vehicle licensing policies. The objective would be to achieve an economic
division of function through allowing the price of transport to reflect the
true costs incurred, whether by road or rail.

Attractive as this solution may be in theory, it is full of practical difficul-
ties. The precise costs attaching to any unit of transport are often very
difficult to ascertain. Particularly on railways, there must always be
some degree of cross-subsidisation. The costing of rail transport operations
can only be done by averaging on the basis of a formula which is liable to
produce substantial errors in particular cases; or else by making detailed
investigations of particular traffic flows, which takes considerable time and
could not possibly be applied quickly to the whole of the traffics passing by
rail.

Passenger fares moreover, must, if only for reasons of convenience and
equity to the’ passenger, be in the form of a fixed tariff. This itself implies
that in individual cases there must be a wide divergence between price and
cost—e.g. between peak hour and off-peak journeys—and a degree of
cross-subsidization.

- Lastly, if prices are to fulfil their classical function of correctly regulat-
ing supply in relation to demand, there would have to be free entry into the
field of commercial motor transport, which is obviously impracticable under
present conditions in India, because both imports and production of motor
vehicles are sharply restricted,

The only significant moves towards freer competition as a solution of
the transport problem in any major country have been taken in the U.S.A.
and the UK. In each country however the extent of freedom is limited.
Railway charges are controlled in the US.A,, although virtually they are no
lomeger so in the UK. Road passenger fares are gemerally controlled in the
UK., but not road freight rates. Tn each country the quantum of road
transport is limited through a licensing system, in the U.K. generally by
regulating the number of vehicles, and in the US.A. by regulating the
routes served without regard to the number of vehicles involved. In each
case the underlying assumption is of an overall surplus of transport. Neither
example seems relevant to the circumstances prevailing in India, where the
fundamental fact is the inability of the soad transport industry to offer a
full-scale alternative to the railways.

For all practical purposes, therefore, the hope of effecting co-ordination
through free competition, and by relaxing controls over charges, is an illu-
sion. 'This does not however mean that in the Jong run it is not important
that the railways should gradunlly bring their freight rate structure into a
closer relationship with costs, as and when information about the specific
costs attaching to particular traffic flows becomes available.

(b) Integration
The next possible solution to the transport problem is full integration
of road and rail. ‘This invnlves organising public transport in the form of a
LIPC/66—22
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nationally owned monopoly, or a chain of regional monopolies. At first
sight this might appear to conform to the gemeral philosophy in India of
planning and extension of the public sector of industry. It can also be
argued that the national emergency has already obliged the Government to
take a direct hand in the provision of transport in a way which demonstrates
that transport is a public service of such an essential character that its ade-
quacy can only be secured if the State takes the initiative.

Again, since raliways have been publicly owned for many years, it can
be argued that co-ordination of charges and services with road transport
can only be achieved if road transport is organised on similar lines, and the
two partners are brought under the same umbrella.

Integration of course offers attractive possibilities in the extension of
joint road and rail facilities. On the Ppassenger side, bus stations could be
built adjacent to railway stations and better timetable connections between
road and rail services could be enforced. On the freight side, the possi-
bilities of road and rail “piggy-back”, for example, could be explored much
more easily than when road and rail are separately owned.

Attention could also be given to the possibility of building up a network
of 1oad services radiating from rail-head centres. The average distance
between stations on the Indian Railways is about five miles, This may be
considered as related to bullock cart transport; it bears no relationship to
the scope of motor transport, A proper partnership of road and rail would
probably indicate that stations should be situated between 20 and 30 miles
apart on main lines, with a network of radiating road services. Such a
reduction in the number of terminals, which would.be facilitated by integra-
tion, should enable work to be concentrated, with a consequent reduction
in transhipment costs, and would improve railway operating conditions.

But, when consideration is given to the ways and means of achieving
integration, many difficulties ap;

Full integration must involve the 1apid extension of nationalisation of
road transport in the field wherein it can be considered competitive with
railways. For practical purposes this means long-distance transport. Some
arbitrary radius of operations would have to be fixed within which journeys
would be considered as short-distance and non-competitive with railways;

beyond it, journeys would be considered as long-distance and would render
the business automatically liable to nationalisation,

Nationalisation as hitherto practised would not achieve road/rail integra-
tion, because the fundamental separation of ownership and control, aris-
ing from the fact that the failways are a Central Government responsibility,
whereas the nationalised road transpart undertakings are the State Govern-
ments’ responsibility, would remain, Integration therefore would involve
either transferring road transport to the ownership of the Central Govern-
ment—whick would require a Constitutional Amendment—or setting uwp
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some new body or a number of bodies to control both road and rail trans-
port, such as a series of Zonal Road and Rail Transport Boards, corres-
ponding to the present area of each Zonal Railway.,

A formidable administrative problem would arise in welding road and
rail together in such Boards. Railways, by their very nature, demand a
considerable amount of standardization and central control; whereas road
transport can be organised in much smaller wunits, and in fact is very
difficult to organise in large units.

Integration was tried in the UK. under conditions more favourable to
its success than those which now apply in India, and notwithstanding this
the experiment was a failure. It failed, partly because the managerial
organisation was unequal to the heavy demands placed upon it; partly
because traders evaded using the nationalised road and rail services by
increasingly ‘purchasing vehicles to carry their own traffic, partly because
of the growth of private car transport; and partly because of the opposition
of the Trade Unions to any form of co-ordination that involved the diver-
sion of traffic from road to rail or vice versa.

Full integration of transport in India would be a more complex task
than it was in the UK., not merely because of the vast area to be covered,
but also because of the interest of the State Governments in road transport
and the problem of reconciling Central and State view-points. The purely
administrative problems in fact might distract attention for an indefinite
time from the practical issues concerned with the improvement of services
and the correct allocation of investment. Integration would also—and this
is perhaps its most important disadvantage—discourage the enterprise of
the small man, who comprises so important a part of privately-owned road
transport.

(c) Co-ordination

(i) By control of charges.—If freer competition and full integration are
both rejected, the remaining possibility is some form of co-ordination as a
compromise solution or “middle way”. Co-ordination can be defined as
allowing each form of transport to retain its separate identity, but controlling
the relationship between road and rail so as to promote efficiency and eco-
nomy in the use of both. Co-ordination can be applied (i) to the charging
system, (ii) to administrative machinery and the licensing system, or (iii)
to investment.

The approach to co-ordination of charges could take several forms.
The first possibility would be an attempt to bring road freight charges in
line with the railway tariff. This would involve introducing an element of
discrimination, which has never been practised in road transport and which
would be very difficult to enforce in view of the large number of small
undertakings enjoying close relationships with their customers. In fact,
nowhere in the world has it been found practicable to enforce it upon an
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independent road haulage industry except in West Germany, where the
licensing control over long-distance haulage is very strict and hauBers are
required to charge prices closely approximating to the railway tariff rates.
In India, however, such a solution may be regarded as administratively im-
practicable, quite apart from the question of whether it is economically
desirable.

The next possibility would be, at any rate in theory, to seek to bring the
railway rates in line with road transport charges. This would normally
mean charging rates about the middle point of the railway tariff. It would,
however, be a completely artificial system, since railway costs vary consi-
derably and standard rates of this kind would in all probability be fust as
far removed from costs as the existing tariff. It would also involve a
widespread upheaval in the incidence of industrial costs in India—raw
materials, for example would cost more and the carriage of finished pro-
ducts to the markets would cost less than at present.

The last and most rational approach to co-ordination of charges would
be gradually to give the railways more and more freedom to adjust their
charges on the basis of the ascertained costs for important flows of traffic
of particular commodities. This could not be done by a single enactment,
but would have to be a progressive change over a number of years. It
would have the advantage of bringing charges into line with economie reali-
ties and thereby producing a better utilisation of resources. It can how-
ever only be regarded as a long-term policy and immediate results can
hardly be expected.

In any case, information about the specific costs attaching to various
types of transport is only gradually becoming available. The studies that
have been made of railway costs in the U.K. indicate that railway rates based
on cost need not be alarmingly different from those previously in force in
many cases, The low rates per ton-mile for coal, for instance, are also
reflected in Jow costs. Among the higher-rated articles much depends upon
the factor of loadability. Some items that load badly and require tranship~
ment may incur relatively high costs; and if these costs are reflected in
higher rates the traffic may be diverted to road transport, which is probably
inherently better suited to carry them.

The problem of the clash of charges has been discussed almost solely
on the freight side, because there is no comparable clash of principles in
the case of passenger fares. Discriminating charges for identical services,
similar to classified freight rates, would be quite impracticable; since passen-
ger tickets can so easily be transferred from one person to another that
discrimination could not be enforced. And both administrative conveni-
ence and equity demand that passenger fares shall be on a simple, standard
basis clearly related to the distance travelled,

Closer control over charges is therefore unlikely to vary substantially
the existing scales otpassengeriares,cxceptinsofarasranwayfnmmight
be increased—by progressive steps—to end the subsidization of passenger
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traffic by freight traffic referred to earlier on. 'This would entail a corres-
ponding overall reduction in freight rates.

(ii} By administrative re-organisation and licensing of services.—
The second possibility would be to seek co-ordination through changes
in the administrative framework so as (a) to bring road and rail policy
closer together at Ministerial level; (b) to improve control of motor licens~
ing policy.

There are two great stumbling-blocks to this. The first is that the
Union Ministry of Transport is not responsible for policy in respect of the
#largest form of transport, the railways. The second is that whilst railways
are a direct Central Government responsibility, motor vehicle licensing is a
State Government responsibility.

Logically, therefore, the railways should be organised as a Corporation
and not as a Government Department; the Ministry of Railways should dis-
appear and a strengthened Union Ministry of Transport should be responsi-
ble for both railway policy and motor vehicle licensing policy, as the national
co-ordinating authority.

This would imply withdrawal of the licensing function from the State
Governments and its transfer to the direct control of the Union Ministry of
Transport, who should appoint the State and Regional licensing authorities
and supervise their operations by means of policy directives from the
Centre.

These measures could not easily be given effect. There would cer-
tainly be advantages in constituting the railways as a public Board or
Corporation. This is the organisation of the State-owned railways in the
UK., France, Belgium, Holland and elsewhere. Freedom to operate as a
commercial undertaking is a stimulus to efficiency. And if the railways are
gradually ceasing to be the universal public transport service, and are in
future to share their former empire with road transport, flexibility and
enterprise need to be encouraged.

The changeover to a Corporation would however involve several import-

" ant guestions, of which two need to be comsidered here. The first is the

adequacy of the control that would be exercised by Parliament over the

largest public enterprise in the country, if it were a Corporation. The

second is the status and security of the railway staff, who are now Govern-
ment servants,

The first question touches on the type of control that a Sovereign Parlia-
ment should expect to exercise. It cannot be stated to emphatically that
control should be only over general policy. ¥ it applies to the details of
day-to-day management, it must have an intimidating and inhibiting effect
upon the officials, which reduces enterprise and the willingness to accept
pegsonal responsibility. i
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The Railways Board should therefore be responsible for the conduct of
the railways to the Minister of Transport, and through him to Parliament.
The Minister should appoint the Members of the Board, with the sanction
of the Prime Minister. He should be empowered to give directions of a
general character to the Board. His responsibility to answer questions in
Parliament should however be confined to policy matters, i.e., the field over
which he is entitled to give directions to the Board. Minor matters con-
ceming day-to-day administration should be taken up directly by Members
of Patliament with the Railways Board, and not through the medium of
questions in Parliament.

The Railways Board should issue an Annual Report which would be
presented by the Minister of Transport to Parliament and be debated. This
would afford Parliament the opportunity of periodically expressing views

regarding all aspects of the railways, of which the Minister of Transport
would of course take due note.

The second question—namely the status and security of the railway
staff if the railways are organised as a Corporation—could be covered by a
statutory provision that the status, terms of employment and security of
employees of the Corporation should be mot less favourable than those of
Government employees in industrial occupation—e.g. the Posts and Tele-
graphs,

These arguments in favour of reorganising the rajlways as a public
Corporation instead of a Department are not necessarily conclusive, how-
ever; it may well be that a measure which seems right in principle is unlikely
to find acceptance for some time to come.

The transfer of motor vehicle licensing functions to the Union Ministry
of Transport would be an even more controversial and difficult measure. A
Constitutional Amendment would almost certainly be required, and very

strong opposition must be expected to any proposal which appears to weaken
the status of State Governments.

The financial aspects would be crucial, in view of the interest of the
State Governments in the proceeds of motor taxation, It is a fact that
“there is no way of laying out the citizen’s money that has proved easier to
tax than the owning and using of motor vehicles”® No public authority
that has once tasted the sweets of motor taxation will willingly relinquish
this right.

Motor transport is distinguished from other forms of transport by the
large extent to which it is a completely un-commercial activity, The so-
called “pleasure” motoring in advanced countries such as the U.S.A., has
come {0 mean the part played by private motor transport in ordinary social
life. Nevertheless it is reasonable that the possession of a motor car should
be considered in some ways as a luxury, because its acquisition is usually

TReport of the Steering Group, fbid.
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decided upon grounds that are not purely economic-comfort, prestige, and
50 on. It may therefore logically attract “sumptuary” taxation, particularly
as it is so easy an instrument of taxation from the administrative point of
view. In addition, of course, it should be taxed on account of its use of
the roads.

Taxation of commercial motor transport, on the other hand, should be
solely related to the facilities that are provided by the State to enable the
operator to carry on his business, namely the highways over which he
operates. The sumptuary element should enter into the taxation of the
profits of this business, not the costs.

In principle, Jgherefore, private cars should be taxed partly according to
“ability to bear”, based on the assumed wealth of the owners; partly on the
use made of the roads. Commercial motor vehicles should be taxed solely
according tb the use made of the roads provided for them by the community.
The principles and incidence of taxation should be the same in all States.

This could be achieved in great measure by establishing or re-establish-
ing an effective Central Road Fund, which should receive all taxation receipts
(import duties, excise duties upon fuel, vehicle licensing fees, etc.) from
motor vehicles. Road upkeep and improvement should all be charged to
the Fund, either in the form of direct expenditure by Central Government
(National Highways) or grants-in-aid to State Governments (State roads).
The only exception should be a contribution to road costs from the pro-
ceeds of local taxation, to represent the element of use of the roads other-
wise than by motor transport.

The element of luxury or sumptuary taxation, levied upon private cars,
motor cycles and scooters, should be covered by payments out of the Fund
for general Government purposes.

Special programmes of road construction could be put in hand to be
financed from the proceeds of loans, the interest and principal of which
would be secured upon the revenues of the Central Road Fund.

To sum up : reorganisation on a basis calculated to produce co-ordina-
tion of transport by informed regulation of services would involve :

(1) Abolition of Ministry of Railways;
(2) Constitution of the Indian Railways as a Corporation;
(3) Transfer to Union Ministry of Transport of motor licensing

functions throughout all States, and of the functions of road- |
rail co-ordination on a nation-wide basis;

(4) Constitution of a Central Road Fund to receive the proceeds
of motor taxation and to finance the bulk of highway mainten-
ance, improvement and new construction. The sumptuary ele-
ment in motor taxation to be recognised by a proportion of the
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taxes on motor cars and other private transport being paid
over for general Government purposes.

The implications of such a programme would be obviously far-reaching,
and strong opposition would be aroused by many of its components, Trans-
port is a subject within the field of politics to a large extent; and politics
has been well called “the art of the possible”. Accordingly, whilst regis-
tering the view that the changes listed above would promote transport
co-ordination, it is suggested that in the short term another and less
drastic line of approach should be explored, namely the search for co-

ordination through better techniques of control over investment; which will
be discussed next.

(iii) By improved investment planning techniques—Co-ordination of
investment in transport must be considered in the context of the planning
machinery; and it seems therefore necessary to summarise the existing pro-
cedure before commenting upon it.

Control of investment in roads is divided between the Central Govern-
ment and State Governments. National Highways come under the Central
Sector; the five-year programme for development of National Highways is
initially drawn up by the Ministry of Transport (Roads Wing), considered
in the Planning Commission and finally fixed in relation to the total resources
likely to be available for roads in the Plan. Roads of inter-State and special
economic importance also come mainly in the Central sector; the provision
for them is broadly as for National Highways.

Programmes for State roads are formaulated by the State Governments
as part of their overall State Plans, having regard to the priorities indicated
to them by the Union Tramsport Ministry and the Planning Commission.
The State Plans arc discussed by the State Governments in the Planning
Comnussion, and the outlays for the road programmes of the State Govern-
ments are fixed taking into account the total investment in the State Plans,
the rejauve priotity to be assigned to roads, performance in the previous
Plan period, and any special regional or other requirements.

The overall targets for investment in motor vehicles are formulated by
the Ministry of Steel and Heavy Industries, based on recommendations made
by a Planning Group set up by the Ministry with representatives of the other
Ministries concerned and the Planning Commission. The Ministry’s proposal
are then considered in the Planning Commission and the manufacturing targets
for the automobile industry are fixed. Licences for building up the necessary
capacity are issued by the Ministry of Steel and Heavy Industry.

The programmes of investment in nationalised passenger transport under-
takings in the States are formulated by the State Governments and are finalised
in consultation with the Planning Commission.

Railway development programmes are drawn up initially by the Railway
Board with reference % the targets of traffic, which have been worked out on
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the basis of industrial production programmes and agreed between the Plan-
ning Commission and the Railway Board.

) The Boe}rd’s proposals are examined by the Planning Commission, and
discussed with the Ministry of Railways; the total outlay is finally agreed
between the Ministry and the Commission.

In preparation for the Fourth Plan, the Planning Commission has set up in
collaboration with the Ministries a number of Planning/Working Groups at
the Centre. The broad terms of references of these Groups are : (i) to make
a critical review of progress in the Third Plan period; (if) to assess the
position likely to be reached at the end of the Third Plan period; and (iii)
to formulate proposals for the Fourth Five Year Plan in the perspective of
a longer period, 1966-76, or even more as may be appropriate. The
Planning Commission has also asked the State Governments to constitute
Working Groups according to their own distribution of functions between
departments.

It is difficult at this stage to assess how far this procedure can effectively
direct transport investment into the correct channels. Despite the refine-
ments recently made, the survey of investment needs still appears to be
conducted at a high official level, rather remote from the planning “on the
ground” of the various transport undertakings and their customers.

There are some special problems of assessing the justification for invest-
ment in transport which complicate the issue. It is tempting to consider
transport as a purely ancillary function, the requirements for which can
be deduced from a study of the output targets of all other industrics. But
this is an over-simplification. Transport investment can seldom be fitted
in, on a precise quantitative basis, to the requirements of any particular
industry. Railway extensions, for instance, must as a rule facilitate passen-
ger as well as freight traffic, though they may originate in a shortage of
freight transport capacity. Works to increase line capacity may be required
because of expected increases in a particular traffic passing over the section
in question; but they will almost certainly have secondary effects on the
operation of adjoining sections of line. The justification for major indivi-
dual projects therefore should be closely assessed from am expert angle,
not merely as regards the effect upon railway finances and ability to meet
traffic targets, but also in relation to alternative methods of performing the
same task—for instance, by using road transport or coastwise shipping.

Transport investment is also complicated by the fact that facilities create
traffic; but it 1s seldom possible to estimate in advance the extent to which
this will take place.

The conclusion is that, whilst the existing machinery adequately brings
together at a high level the official elements concerned with transport plan-
ming, it may perhaps be doubted whether it sufficiently introduces the expert
element which is so necessary in assessing the justification for particulat
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transport projects, and in particular the choice between alternative forms
of transport.

There is also a need for more refined techniques for appraising invest-
ment proposals which are not obviously economically justified, but where
social considerations play a part. Such a technique was sought in the
UK. when it was decided to embark upon a large programme of motorway
construction, the first instalment of which was to be the London-Birmingham
motorway known as M 1. It was difficult to compare the motorway with
investment projects which showed a direct financial return on their cost;
but proper justification was insisted upon by the Treasury. Accordingly, a
team of economists produced an assessment of the economic effects of M 1
motorway by methods that yielded a calculation of the social nmet return,
expressed as a rate of interest on the capital outlay.

A similar problem arose in connection with a proposal toJconst,;uct a
new underground railway in London, namely, the Victoria Line, as part of
the system of the London Transport Board. Its comstruction would, on a
purely financial basis, worsen and not improve the position of London
Transport and thereby would eventually impose a charge upon the British
taxpayer. Congestion on the existing underground railway system and the
surface roads was acute; but it was necessary for the Ministry of Trans-

port to convince the Treasury that real benefit to the national economy
would result from the investment.

Two economists accordingly prepared an assessment in financial terms
of the social benefit from constructing the Victoria Line. Time saved by
user of the Victoria Line was measured and valued. Time saved by other
transport users as a result of the Victoria Line was similarly treated. Con-
sequential losses and gains to London Transport were also assessed, both
on cxisting bus and underground services. The benefits of comfort and
convenience were measured in terms of the increased probability of getting
a seat. Benefits were estimated for new traffic generated by the Victoria
Line both on itself and on other transport services. Bringing together the
factors on both sides into a “social benefit and loss table”, a calculation was
made showing a “social surplus rate of return” ranging from 10.9 per cent
to 11.6 per cent according to the rate of interest charged. On the basis of

this study the Government decided to authorise the construction of the
Victoria Line.

This was of course undertaken as an isolated survey, It must be recog-
nised that there might nevertheless have been greater gains from investing
elsewhere. Similar calculations for other possible urban railway projects
would have permitted direct comparison with their “social surplus” rate of
return.  Comparisons with urban road projects also would be possible.

Widespread use of such calculations would enable the allocation of funds
to be decided among, as well as within, various enterprises. The implica-
tions of this new technique for a developing country such as India, short of
capital resources, seem to be very important.
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The conclusion is that there is a need for a special body to study the
demands for transport and the best means of meeting those demands, both
on a broad basis and regionally or locally. Such a body should combine
three elements—

(a) knowledge of the official view point and planning procedures
in transport investment;

(») practical experience and technical knowledge of the main forms
of transport; and )

(c) grasp of economic principles and modern techniques of analysis
applicable to transport questions.

A possible constitution for such a body will be considered next.

4, PROPOSAL FOR AN INDIAN TRANSPORT COMMISSION

Transport, although a single national service, in effect comprises a group
of industries with very different characteristics. It is hardly a part of the
Planning Commission’s function directly to weld these components together,
even in the investment field, but rather to allocate resources to each. The
task of rationalising the fofal requirements for transport investment should,
it is suggested, be entrusted to an expert body as an intermediary between
the various undertakings which provide transport, and the Planning Com-
mission and the Ministries concerned with investment programmes.

The suggestion is that the new organication should be a body corporate,
create by statute, and entitled the Indian Transport Commission. Its com-
position should be as follows :

Independent Chairman.

Three members with practical railway experience in the operating,
commercial and financial fields respectively.

One member with experience in road freight haulage.

One member with experience in road passenger transport.

One member with experience of highway engineering.

One member with experience of coastwise shipping.

One member with experience of inland water transport.

One independent economist.

One member with experience of industry and commerce.

The Commission should draw its staff from the railways and other trans-
port undertakings, the Union Ministry of Transport, the Planning Commis-
sion, and State Government service, on a secondment basis. It should also
have the services of economists and statisticians. There should be a regular
turnover of staff so as to prevent in-breeding and sectionalism developing.

The Transport Commission would in effect be the expert transport advi-
ser of the Planning Commission. It would have delegated to it the drafting
of the sections of the Five Year Plans concerned with transport, under
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guidance from the Planning Commission as regards the total resources avail-
able for transport. Once the Plans have been approved, it would act as the
expert adviser of the Ministries concerned with the detailed execution of
the Plans—especially the Ministry of Finance—in regard to the approval
or otherwise of major individual transport investment projects.

A non-official body such as thus would be much freer to propose any
necessary measures of co-ordination, if these are considered io be neces-
sary in the national interest, than one which has direct Departmental or
Ministerial allegiance. Its constitution should also avoid raising the difficult
question of the powers and functions of the State Governments in relation
to the Unjen Ministry of Transport. Collaboration between the Transport
Commission and the Union Ministry of Transport should naturally be conti-
nuous and close. Also, in course of preparing the “Transport Plan”, the
Commission should visit each State Government and discuss regional trans-
port needs and problems. But as the Commission would be chiefly advisory
in character no direct(over—lapping of functions need occur.

The only executive functions entrusted to the Commission should, it is
suggested, be those now possessed by the Inter-State Transport Commis-
sion, (IS.T.C.) which should be absorbed into the Transport Commission.
The 1.S.T.C. has not hitherto exercised a marked effect upon licensing policy,
largely because of the permissive character of its powers and also because the
State Governments have preferred to negotiate inter-State licensing agree-
ments direct with neighbouring States. Recently however, the 1.S.T.C, has
begun to issue directives to State Governments about the number of licences
to be granted, This activity needs to be based upon studies of the trans-

port needs of the areas in question, related to the adequacy of existing rail-
way and road facilities. It may be doubted whether the LS.T.C. at present

commands the resources to acquire and process the relevant information.

The proposed Transport Commission should however be in a much stronger
position.

To ensure that investment is linked with progress in the rational plan-
ning of services, a Model Code of Principles for the appointment and
guidance of motor vehicle licensing authorities should be prepared. Recom-
mendations for investment in motor vehicles and highways should be made
in the light of the progress made in persuading State Governments to accept

the Model Code, and the policies pursued by the State and Regional Trans-
port Authorities.

It would be the responsibility of the Transport Commission to issue an -
Annual Report which should record progress made towards co-ordination,

and to review investment in transport in more detail than is possible at
present with the available statistical material.

It may be argued that a public authority such as the proposed Transport
Commission existed until recently in the U.K., but, on the basis of experi-
ence, has now been abolished. The parallel however is not exact, The
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fmtper_British Transport Commission was not merely a planning and co-
ordinating !‘Jody; it was also the central management of British Railways.
It was the incompatibility between these two main functions that led the
Conservative Government to abolish the Commission. Many people feel
that the removal of the planning and co-ordinating body has been a mistake;
though it 1s agreed that it should have been kept quite separate from the
day-to-day management of any of the nationalised transport undertakings.

Co-ordination of transport in India is envisaged as a gradual process of
evolution, rather than as springing from any single legislative measure. It
will not emerge by itself from the free play of economic forces, whose trend
in India (as in most other countries) is towards creating an imbalance of
transport facilities in relation to the demand. There must be steady pressure
to guide transport investment into correct channels and thereby secure the
most practicable form of long term co-ordination. An independent body
charged with this duty would be in a position to exercise the necessary
pressure upon the various authorities concerned to rationalise their controls
over the growth of motor transport and highway construction. It should
also be able to prepare and utilise studies in regional and local transport
needs, and the transport requirements of various basic commodities. Its
membership should be sufficiently distinguished to give it prestige and autho-
rity, and its Annual Report on the transport situation should be widely
studied.

This proposal is offered as a less contentious and more useful contribu-
tion to solving the long term transport problem than any immediate legis-
lative changes in the structure of transport charges, in the motor licensing
system, in the constitution of the railways, or in the powers of the Union
Ministry of Transport. In the course of time, changes in all these direc-
tions will almost certainly be required; but the ground will have to be care-
fully prepared and the public mind educated in the nature of transport
problem, the cost of leaving it unsolved, and the need for action. The
proposed Transport Commission should be able to effect this before the
problem reaches a critical stage.

This memorandum has been concerned solely with road-rail co-ordina-
tion. The proposed Indian Transport Commission would, however, it is
submitted, be a suitable body to deal with other forms of inland transport
as well (mutatis mutandis); and its constitution has been drafted on this

assumption.

5. PROPOSAL FOR AN INDIAN TRANSPORT STAFF COLLEGRE

It was observed earlier that transport, although it constitutes a single
public service, is not organised as a single industry but rather as a group of
industries. Co-ordination requires a progressive realisation of the fact that
transport is a single function. This will not be easy so long as the training
of those charged with the administration and management of the various
forms of transport is confined to their own speciality. There is a need to
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promote a wider knowledge and outlook among those exercising, or who
in future will exercise, the key functions.

There are already in existence institutions concerned with higher
management and administrative training, such as the Administrative Staff
College at Hyderabad and the Railway Staff College at Baroda. But there
is a need for a Staff College in the field of transport, which would not cover
a generalised field as does the Administrative Staff College, and yet would
not be confined to giving professional training in one form of transport, like
the Railway Staff College.

The proposed Indian Transport Staff College would cater for men in
their thirties and forties, who might be expected before long to rise to senior
managerial or administrative positions. They should be drawn from the
Railways, the nationalised road transport undertakings, the Air Corpora-
tions, the Union and State Ministries of Transport. They might include a
few men from private transport undertakings such as shipping companies, or
from industries with important transport interests such as coal mining or
steel. The Transport Staff College should in particular provide training for
those who were intended for secondment from the Railways, the Ministry
of Transport, or the State Governments’ service for a term of duty as
officers of the proposed Indian Transport Authority.

The courses at the Staff College might last four or five months. They
should cover such questions as the organisation and economics of transport,
financial control and costing, labour relations, market research and traffic
studies, investment policy, and the principles of co-ordination. The instruc-
tion should be given primarily by visiting speakers from the Railways,
Ministries, State Governments, and Unjversities. Practical problems should
be studied by students in syndicate.

The College should be residential and everything possible should be done
to promote the sharing of experience and knowledge between men with very
different backgrounds in the transport industries. This process of “cross-
fertilisation” in fact might be even more important than the formal
instruction.

In the long term, the existence of such training must greatly assist
effective co-ordination by breaking down the sectionalism within the trans-
port industry that exists today. Nothing will promote this better than the
study of transport problems by practical men, in a Yberal atmosphere,
detached from the pressure of day-to-day administration.
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