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CHAPTER I 

INTRODUCTION 

The Committee on Transport Policy and_ Coordination was set up 
on 22nd July, 1959. The Government resolution which sets out the 
terms of reference of the Committee is reproduced at Appendix I. The. 
Committee has been entrusted with the following tasks: 

(a) to recommend a long-term transport policy for the country 
having regard to the various economic and other relevant 
factors; 

(b) against the background of the long-term policy, to define the 
role of the various means of transport in the next five to 
ten years; and 

(c) to suggest suitable mechanism for the coordination of the 
various means of transport. 

Composition of the Committee 

2. To start with, the Commit.tee had five members, besides the 
Chairman. Shri K. B. Mathur,· who was a member of the Committee 
on behalf of the Ministry of Railways, retired on 19th April, 1960, and 
in his place Shri Kripal Singh was appointed a member. Later, Shri 
A. K. Roy relinquished charge of the office of the Secretary, Department 
of Economic Affairs on lst June, 1960, and his place on the Committee 
was taken by his successor in office, Shri L. K. Jha. Shri R. L. Gupta 
telinquished charge of the office of the Secretary, Ministry of Transport 
and Communications (Department of Transport) on lOth September, 1960, 
and was appointed Principal of the Administrative Staff College, Hydera
bad. He, however, continues to be a member of the Committee. His 
successor in office, Shri G. V. Ayyar, has also been appointed a member. 
On the appointment of Shri Vishnu Sahay as Governor of Assam, Shri B. N. 
Jha was appointed a member of the Committee with effect from lOth 
November, 1960. 

Paucity of Data 

3. The Committee has so far held 18 meetings. At its first meeting 
which was held on 14th August, 1959, the Committee d!iscussed generally 
the issues arising from its terms of reference and the type of data that 
was required to be collected for a proper study of these issues. It was 
realised at the very beginning that there was a great paucity of data 
particularly, in regard to means of transport other than the railways. 
Apart from undertaking studies of its own, the Commitlee decided to 
make use of all available information in the reports of the Committees 
like the Rail-Sea Coordination Committee, 1957, the Road Transport 
Reorganisation Committee, 1959, and the Inland Water Transport Com
mittee, 1959, which was relevant to its work. 
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The Type of Information Required 

4. The Government resolution on the Committee's terms of reference 
referred specially to the problems relating to coordination between the 
railways and mechanised road transport which had been under discussion 
between the Planni!Jg Commission and the Ministries of Railways and 
Transport and Communications for quite some time past. These 
problems, therefore, seemed to require prior consideration. One of 
the first tasks to which the Committee had to addiress itself was to 
determine the extent and the nature of competition offered by mechanis· 
ed road transport to the railways in respect of both goods and passenger 
traffic in various regions of the country. In regard to road transport, it 
was realised that the Committee would require information on the 
following matters:-

(i) The role performed by the road transport industry in the 
country.-Apart from the total number of vehicles in the 
country, no data were available about the capacity of 
vehicles, the extent to which they were utilised, the type 
or volume of traffic carried! by them and the extent to 
which the industry catered for feeder traffic or traffic on 
the routes parallel to the railways; 

(ii) The existing state of organisation of the road transport 
industry.-It was not known how much of the industry 
'}Vas- in the hands of well-organised units and how much in 
the hands of small individual operators who were unable 
to offer.any reasonable standard of service; 

{iii) The licensing policies pertaining to the commercial road 
transport industry which were actually being followedl by 
the State Governments.-A clear picture was not available 
particularly in regard to the distances for which permits 
were generally issued and the procedure that was adopted 
for countersignature of permits for operations outside the 
regions of validity of primary permits; 

(iv) The condition of the roads and their load carrying capacity 
in the various regions of the country and the possible 
development of capacity in future; and 

(v) The cost of haulage by roadl, including the cost of construction 
and maintenance of roads with reference to their bearing 
on the cost of operation of road transport. 

The information on several of these aspects of the road transport in
dustry was either not available or was very inadequate. In regard to 
the railways, while a good deal of statistical information is available 
in the reports of the Railway Board, this is not adequate for a detailed 
examination of the various problems required to be studied by the 
Committee. It was felt that the data bearing on the following aspects 
would have to be processed for the use of the Committee:-

(i) The recent changes in the pat.tern. of freight tr~ffic on the 
railways and the extent of d1vers10n of traffic, If any, from 
the railways to road transport on important routes; 

(ii) The effect of these changes in the pattern of traffic on the 
railway finances; 



(iii) The cost of haulage in the case of important individual items 
of traffic particularly bulk commodities like coal and iron 
ore; 

(iv) The cost of haulage for suburban and non-suburban passen-
ger traffic; • 

(v) The economics of operation of branch lines and the lines 
with low traffic density as distinguished from the through 
lines and the lines with high density of traffic; 

(vi) An assessment of the unremunerative services providled by the 
railways and the element ~f subsidy involved therein; and 

(vii) The incidence of. railway freigllt on costs of production and 
prices of important commodities with a view to under· 
standing the effects of any future adjustments in railway 
freight rates on industrial costs and prices. 

Factual Surveys Organised by the Committee 

5. At the instance of the Railway Board, the Zonal Railways had 
collected in 1959 certain data about the diversion of traffic from rail to 
road transport. The reports drawn up by these railways gave a rough 
indication of the extent to which traffic in 'certain commodities on certain 
routes was diverted from,.'the railways to road transport as a result of 
the intensive competition offered by the lorries operating on long dis· 
tance permits. The reports were carefully consid,ered by the Committee 
and it was felt that it would be necessary to have factual sample surveys 
undertaken on selected routes to make an assessment of the nature and 
quantum of traffic moving by road on these routes. The Railway 
Board suggested the following routes for the purpose of these surveys:-

( I) Amritsar-Delhi-Kanpur; 
(2) Calcutta-Patna; 
(3) Bombay-Bangalore; 
(4) Madras-Bangalore; 
(5) Calcutta-Rajmahal; and 
(6) Bombay-Nagpur .. 

A team of three officers, one each from the Ministry of Transport and 
Communications, the Ministry of Railways and . the Committee was 
entrusted with the task of conducting these surveys. These six routes 
traversing different parts of the country cover between them in all a 
length of 2,508 miles. The surveys on the first five routes covering 
1,983 miles have already been completed and the remaining one route 
covering a distance of 525 miles is proposed to be surveyed shortly. 
:Meanwhile, the data in regard to the routes already Sl!rveyed are being 
processed and a separate report will be drawn up giving the results of 
the surveys. Apart from the utility of these surveys from the point of 
view of the work of the Committee, such studies, it is felt, would have 
to be conducted from time to time in future, as is being done in some 
other parts of the world. 



Other Sources of Information 

6. With a view to assessing the trends in the volume and type....of 
traffic carried by road over the last few years, the Committee felt it 
necessary to get information from sources such as the State Governments, 
the chr,mbers of commerce and the representatives of road transport under
takings in the country. These agencies were requested to let the Com
mittee have factual information about the traffic carried by road transport 
and, more particularly, the recent trends in such traffic. The information 
received from these sources has been utilised for purposes of the analysis 
presented in Chapter VIII. 

Enquiry into Cost of Haulage by Road 

7 .. Another important issue, on which the available information was 
considered: to be very inadequate, is that of the relevant economics of 
the various means of transport, more particularly, the economics of 
railway operation vis-a-vis road transport. \.Vhile in the case of the 
railways, published data are available on the basis of which some rough 
analysis of costs of haulage is possible, in the case of road transport, no 
authentic data are readily available, particularly about goods services. 
The Committee accordingly decided to institute an enquiry into the rust 
of operation of a few selected road transport undertakings and to enlist 
the cooperation of the Chief Cost Accounts Officer in the 1\linistry of 
Finance for this study. The All-India Motor Unions' Congress suggest
ed the names of six concerns in different parts of the country who were 
willing to cooperate in the study. In respect of three of these under
takings, two in Delhi and one in Madurai, the necessary data have already 
been compiled. This enquiry is referred to briefly in Chapter X. 

Experience of Foreign Countries 

8. In connection with the examination of the issues relating to long
term policy, the Committee has made an attempt to study the experienLe 
of some of the more important industrialised countries over the last few 
decades. The Committee addressed letters to the Indian Embassies in 
selected countries asking for information about the measures taken to 
secure coordination between the various means of transport. Some useful 
material has been collected through this correspondence. The Committee 
has also been making use of all published literature on the subject
official and non-official-which is available. A few reports were received 
from the United Nations Economic Commission for Europe and Economic 
Commission for Asia and the Far East. It is proposed to issue a separate! 
Appendix setting out the material relating to the foreign countries 
when fuller information becomes available. 

Discussions with the Interests Concerned 

9. \¥bile the staff of the Committee was engaged on these basic 
studlies, efforts were made to the extent possible to ascertain the views 
of the various interests concerned on the major issues before the 
Committee. For the sake of convenience, it was considered appropriate 
that the Chairman, in the first instance, should have informal consulta
tions with the State Governments and the other parties concerned. The 
Chairman has had informal meetings so far with organisations represent-



ing (i) coastal shipping~ (ii) automobile manufacturers, (iii) Light Rail· 
ways, and (iv) inland water transport services and the State G<>vern
ments of Punjab, Bihar, Orissa, West Bengal, Bombay, ~ajasthan; Ker~a .. 
Madras and Madhya Pradesh. He also met representatives of the Indtan 
Roads and Transport Development Association and a few other organisa
tions. Moreover, he had informal meetings with the General Managers 
and seinor officers of some of the Zonal Railways and several individuals
official and non-official-who were either interested in or could be e::pect-. 
ed to assist in the enquiries of the Committee. 

Study of Problems of the. Means of Transport 
other than Railway and Road Transport 

10. The Committee has collected some .useful material relating to the 
means of transport other than railways · and road transport, namely, 
coastal shipping, inland water transport and air transport and the 
studies of their problems are proposed to be punued actively after 
completion of the present Preliminary Report on road-rail ooordination. 
The Committee expects to deal with these problems in its Anal Report. 
The Planning Commission has recently suggested that the Committee 
may consider making advance recomm.endiations on the problems of rail
sea coordination. This request is under consideration of the 
Committee. 

1 J. The Committee is alsp expected to study the role of the traditional 
modes of transport, namely, bullock-carts and country boats. There is 
hardly any information available about the performance of these means 
of transport and the value of the services rendered by them to the 
economy. The Committee has requested the Programme Evaluation 
Organisation of the Planning Commission to make a sampfe study relat
ing to bullock-carts and, to the extent possible, country boats in a few 
selected community development blocks. The timing of this study will 
depend, among other factors, on the marketing seasons in the areas 
selected for the purpose and this is one of tlie reasons why the study has 
not been completed so far. The Committee, at the same time, has been 
making an attempt to get all available data pertaining to this field from 
the State Governments and from the reports of such surveys as have been 
conducted so far by the various agencies, including the State Govern
ments. 

The Character of the Preliminary Report 

12. The Committee did not consider it appropriate to issue a general 
questionnaire at the very beginning of the enquiry, following the 
practice usually adopted by the committees or commissions of enquiry. 
The Committee felt that the issues and the important considerations on 
which these issues should be judged, deserved to be brought out dearly 
before the public at large and students of public affairs who may be able 
to give their views on them. Accordingly, an attempt has been made 
in this Report to present the factual information that has been collected 
so far and to formulate the main issues which have been thrown up as. 
a result of the studies undertaken by the Committee. The Report is 
confined to the problems of road-rail coordination only and does not 
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touch on the problems of coastal shipping, inland water transport and 
the other means of transport. The Committee has refrained from 
making any recommendations in this Preliminary Report, except in 
regard ' to the problem of coordination between the railways and the 
nationalised road tra~sport undertakings in the States, operating mainly 
passenger services, in respect of which the Planning Commission had 
asked the Committee to make advance recommendations. This relative
ly limfted issue of coordination has been dealt with in Chapter XII. 

The Committee is very anxious to obtain on all lhe issues brought 
out in this Report, the considered comments of the public at large as also 
of specialists in the field of transportation. These comments will be 
helpful to the Committee in giving further thought to the problems set 
before it and in framing its recommendations. 
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CHAPTER II 

DEVELOPMENT AND REGULATION OF THE INDIAN RAILWAYS 
-A HISTORICAL RETROSPECT 

In this chapter we i_ntend briefly to surve~ the ma~n ?evelopm~nts in 
railway transport especially such as have a drrect or mduect bearmg on. 
the problems of coordination between railways and other means of trans· 
port. The chapter is divided into three sections: Section I traces briefly 
the history of the growth of the railways :md the part played by the State 
in it; Section II describes briefly the relationship between railway finances 
and the General Exchequer; and Section III traces the main developments 
in railway rate making. 

I. A BRIEF HISTORY OF GROWTH OF THE RAILWAYS 

I:arly Development under Guarantee System 

2. The construction and development of railways in India commenced 
about the mi(ldle of the nineteenth century. Between 1853, when the 
Great Indian Peninsula Railway Company started a line from Bombay to 
Thana, and 1861, a number of railway Jines were constructed by companies 
under contracts with the Government which guaranteed to them fixed 
interest on the capital invested bx them. The main financial provisions 
of these contracts were that the necessary capital should be raised by the 
companies, that the Government should guarantee interest on that capital 
at 5 per cent. per annum in Sterling and that any surplus profits earned 
by the rt1ilways in excess of the guaranteed interest should be divided 
equally between the companies and the Government. The Guarantee 
System on the whole is considered to have worked to the detriment of 
the Indian Exchequer on account of the high cost of construction. In 
I SG9, the Government first undertook the construction of railwav lines 
departmentally and all lines in the next ten years were constructed in 
this manner. By the year 1880, about 9,000 miles of railway lines had 
been opened to traffic. 

Considerations Underlying the Rapid Expansion of Railways 

3. Apart from considerations relating to the general economic develop
ment of the country, the expansion of the railways was also guided by 
adminhtrative and military considerations. During the five years. from 
1874 to 1879, India was visited by a series of famines. The Famine 

Commission appointed in 1880, emphasised the great importance of rail
ways for the protection of the country from famines and observed that 
the country could not be held to be safe from famines in the future 
until the Indian railway system was extended to about 20,000 miles. In 
view of the necessity of rapid expansion of railways in the country, Gov
-ernment had again to fall back upon private companies for the construc
tion of new lines. The Afghan 'Var in 1878 led the Government to con
·'iider the need for extension in yet another direction, ·namely, the opening 

7 
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of railway lines for purely strategic purposes. It was decided that while 
new productive and profitable lines &hould be left entirely to private com
mercial undertakings, the Government should undertake the construction 
of railways which, due to their unprofitable character in a commercial 
sense or to other causes, could not be built by private agencies. Thus, in 
the Eighties started an era of company lines being constructed and ad
·ministered side by side with State lines. A considerable mileage of rail
ways was also constructed by the former Indian States either through the 
Agencies of the Companies, Government or the Durbars themselves. 
Several minor lines were the property of District Boards or enjoyed a 
guarantee of interest from them. 

4. From 1880 upto 1907, the operations of both the State and the aided 
companies went on side by side. During this period, productive lines were 
leased to private enterprise for operation, while the unproductive Jines 
were operated by the State either directly or indiret:tly. By 1907, all the 
major railway lines which had been originally built by the companies had 
been purchased by the Government but were leased to private companies 
for purposes of mana~ment. In the following years, the companies were 
mostly in the position of managing agencies working the lines for the 
Government of India. At the end of 1920·21, the route mileage of the 
railways in India stood at 37.029, of which 73 per cent. was owned by the 
Government including Provincial Governments and District Boards, 12 per 
cent. by Indian States and '15 per cent. by private companies. In spite 
of the predominant State ownership, Government operated only 24 per 
cent. of the railway system while the companies managed and operated 
68 per cent., the balance of 8 per cent. being operated by the Indiall 
States. . 

The contracts with the two principal railway companies, namely, the 
East Indian Railway and the Great Indian Peninsula Railway were due to 
terminate in 1924 and 1925 respectively. The Government of India decid· 
ed in 1923 to take over these railways under direct State management and 
also other principal railways as and when their contracts expired. 
As a result, by the beginning of World War U, the mileage operated by 
Government had increased considerably. At this time {1938-39) the total 
Indian railway mileage stood at 41,134. At the time of Independence, 
the mileage had been reduced to 40,524 owing to certain lines being 
dismantled during the War and was further reduce"d to about 34,000 as 
a result of Partition. By this time almost the whole of the railway system 
had been taken over from the companies. Later in 1949-50, with the 
integration of the Indian States, the railway lines belonging to the former 
Indian States were also merged in the Government railways. In 1958-59. 
the railway mileage in India stood at 35,081. The expansion of railway 
mileage in India over the period 1853 to 1958-59, is indicated in the state
ment at Appendix 2. 

5. It will be seen from the above brief survey that throughout the 
history of railways in India, the Government played a leading part in their 
development: in the early period by giving financial guarantees to the 
companies which undertook construction of railway lines, thereafter by 
directly constructing and administering a part of the railway system side 
by side with the private companies and later by progressively taking over 
under direct management almost the entire railway system. 
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II. THE RELATIONSHIP BETWEEN THE RAILWAY FINANCES AND THE 
GENERAL ExCHEQUER 

Separation of Railway Finances from the General Finances 

6. Between 1858 and 1898, the operation of railways in India resulted 
year by year in a loss to the taxpayer aggregating Rs. 58 crores in all
an average of Rupees one and a half crores per annum. Thereaftu·, till 
1924, with the exception of the two years 1908 and 1921, there was a 
surplus every year-the total surplus during this period being Rs. 103 
crores. Upto the- year 1924, the railway finances were a part of the 
General Budget of the Government. Consequent upon the recommenda
tions of the Acworth Committee, 1921, the Railway Budget was separated 
from the General Budget from the year 1924-25. The object of the 
separation was stated to be two-fold: (i) to relieve the General Budget from 
the violent fluctuations caused by the ipcorporation therein of the rail
way estimates, and (ii) to enable the railways to carry out a continuous 
policy based on the necessity of making a definite return to the General 
Revenues on the money expended by the Government on the railways. 

7. A Convention· was adopted in 1924, embodying the recommenda· 
tions of the Acworth Committee. According to the ~nvention, the rail
ways were required -to pay, in addition to the interest liability on the 
capital-at-charge of commercial lines, a sum equal to one per cent. on the 
capital-at-charge on such lines plus l/5th of any surplus profits remaining 
after the payment of this fixed return to the General Revenues. If the 
remaining surplus exceeded Rs. 3 crores, one-third of such surplus accrued 
to the General Revenues and the remaining two-thirds to the railways. 
The interest on capital-at-charge and the loss in working of strategic lines 
was to be borne by the General Revenues. A Railway Reserve Fund was 
set up to which such surpluses as were left after the payments to the 
General Revenues were to be transferred. The Fund could be used to 
secure the payment of the annual contribution to the General Revenues, to 
provide for arrears of depreciation and for writing down and writing off 
capital. Further, a Railway Depreciation Fund was formed to meet the 
charges on account of depreciation. 

8. On the recommendations of the Acworth Committee, the Govern
ment passed a Resolution in February, 1925, in which ·they accepted the 
responsibility for finding the capital required for the construction or 
extension of branch lines. Hitherto, the branch lines were constructed by 
separate companies who were guaranteed a minimum return on the capital. 
According to the Resolution, the lines required for purely local purposes 
by the Local Governments or local bodies which were not remunerative 
from the railway point of view, were to be constructed only if the Local 
Governments guaranteed the Railway Administration against the losses in 
working plus the amount payable to the General Revenues of the Govern
ment of India. This procedure was later revised on the recommendations 
of the 1949 Convention Committee as mentioned in a subsequent para
~aph. 

The Railway Finances Since 1924 Convention 

9. During the five years after the separation of railway finances from 
the General Revenues, i.e., from 1924-25 to 1928-29, the railways were 
able to meet the obligations laid on them by the Separation Convention 
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and, besides paying interest charges and one per cent. on the capital out
;Jay, made a further aggregate contribution of Rs. 8·29 crores to the Gene
Tal Revenues, the total contribution made, inclusive. of interest, being 
Rs. 160·97 aores. 

10. There w~s, however,, a reve~sal of th~ trend in railway finances in 
1929-30 due mamly to the economic depressiOn. In the next eight years, 
from..19~~-~0 to 1936-37, .the railway earnings were insufficient to discharge 
,the habthttes of the railways to the General Revenues. The railways' 
net earnings position began to improve from 1937-38 which was the first 
-year after depression when there was a positive surplus. The out-break 
of the Second \Vorld War brought prosperity to the railways and the year 
1940-41 saw an appreciable increase in the railway revenues. This was 
t:he first year after 1930-31 when the railways were able, after meeting their 
.commitments including the normal contribution to the General Revenues, 
to contribute Rs. 6· 3 crores to the Revenue Reserve Fund .. During the 
War, the entire arrears of contribution to the General Revenues were 
-paid. However, on account of the conditions created by the war, the 
railways could not provide for the replacement and renewal of overaged 
assets with the result that they carried· a heavy backlog of such assets by 
the end of the war. On account of the unstable conditions prevailing dur

:ing the War, it was decided in 1943 that the Separation Convention of 
1924, so far as it provided for the contribution and allocation of surpluses 
to the General Revenues, should remain inoperative until a new Conven-

1:ion was adopted and that the allocation of surplus between the railways 
and the General Revenues should be decided each year on an ad hoc con

-sideration of their respective needs. 

11. As a result of the recommendations of the Railway Convention 
·Committee, 1949, it was decided that the General Revenues should receive 
<>nly a fixed annual dividend from the railways including interest charges 
payable under the Resolution of 1925, and that for a period of five years 
<:ommencing from 1950-51 the annual dividend should be a sum calculated 
at the rate of 4 per cent. on the capital invested out of the General Re
venues in the railway undertaking, as computed annually, provided that 
no dividend should be payable on the capital invested in unremunerative 
-strategic lines. This rate of dividend ~as subject to a review by a Com
mittee to be appointed by the Parliament towards the end of the aforesaid 
period. As regards the Depreciation Reserve Fund, the Convention Com
mittee recommended that the rate of contribution to the Fund should be 
a minimum of Rs. 15 crores a year for the next five years, but should the 
results of operation of the railways permit additional contributions over 
and above this minimum amount, such contribution could be made to 
the extent necessary and justified. 

12. In 1946-47, a Betterment Fund had been constituted for financing 
works for amenities to passengers and schemes for staff weifare as well as 
for unremunerative operating improvement works. The Con~ention Com
mittee, 1949, recommended that a fund of a more comprehensive character, 
to be called the Development Fund, should be created for financing all 
works of an unremunerative nature; such as (a) passenger amenities, (b) 
labour welfare, (c) unremunerative operating improvement works costing 
more than Rs: 3 lakhs each, the expenditure upto Rs. 3 lakhs being 
charged to revenues, and (d) new lines and projects which were necessary 
but unremunerative. The Committee felt that the policy for construc
tion of unremunerative lines including branch Jines laid down in the 
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Resolution of 1925, was not entirely satisfactory since the railways. could 
not undertake such projects unless the losses were guaranteed by the 
sponsoring authorities. The Committee observed that this policy co.uld 
not be allowed to continue if the railways were to fulfil their role in the 
economic development of the country. Accordingly it made the. recom· 
mendation, which was accepted by the Government, that the Development 
Fund should be responsible for financing projects which were necessary 
but unremunerative at· the time of construction. The Betterment Fund 
referred to above was merged in the Development Fund. 

13. A Convention Committee was appointed in 1954 on whose recom
mendations, the Railway Convention was revised to be operative for five 
years from lst April, 1955. This was later extended by Parliament by 
one year so a-; to make the period of conventions coincide with the periods 
of five year plans. The Convention Committee, 1954, recommended that 
the rate of dividend should continue at 4 per cent. ·qn the capital invested 
for another period of five years. Certain minor adjustments were, how
ever, made in the matter of calculation of the capital-at-charge for arriving 
at the total dividend payable. The railway finances have been recently 
reviewed by the Convention Committee of 1960, which has recommended 
that the exi'iting system of payment of dividend by the railways to the 
General Revenues at a fixed rate should continue and the rate of dividend 
should be increa~ed from 4·0 per cent. to 4·25 per cent. The recommenda
tiom of the Committee are described in Chapter IX. 

14. From the above, it will be dear that the railways, since the separa· 
tion of their budget from the Gen~ral Budget, have had a definite obli
gation to make contributions to "the General Revenues in the terms 
prescribed by the Conventions. Since the beginning of the First Five 
Year Plan, there has been a rapid expansion in the capital-at-charge of 
the railways. This has correspondingly increased the total amount payable 
by way of dividend to the General Revenues. Railway finances, on the 
other hand, have been adversely affected recently by several factors lead
ing to a rise in the working expenses and also by the changing pattern 
of traffic on the railways under the five year plans. These trends will 
be dealt with in detail in Chapter IX. 

III. DEVELOPMENTS IN RAILWAY RATE MAKING 

15. J n this Section, an attempt is made to survey briefly the develop
ments that have taken place from time to time in the railway freight rate 
structure and in the rate making policy in the country. 

Rasic Rate Structure from the Earliest 
Times to the Present Day 

16. During the very early days of railway development, there was no 
Government regulation applicable to railway freight rates and fares, except 
that in terms of the contracts with the companies, the rates and fares were 
initially fixed with the approval of the Government who could order them 
to be reduced only in the event of the net profits of the railway exceeding 
10 per cent. of the capital outlay. Even then the Government's power 
was confined to making such reductions Jn rates and ·fares as would not 
bring the net receipts below 10 per cent. of the capital. The control of 
the Government over rates and fares was thus not very effective. 
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In tihe year. 1868, ma;ci~a rates were. fixed and the companies were leJr: 
free to fix theu rates Withm these max1ma. No minima rates were fixed 
b~t. five "classes" were pre~cribed with one separate "class" each for food
grams and fo~ .coal. . Nothmg was, however, said as to which articles were 
to be placed m each class, nor was any specific restriction placed on the 
powers of the companies to transfer articles from one class to another. 

17 · ~s more and more railways were established and more railway 
compames were formed, the need was felt by the Government for having 
greater ~ontrol over the rate structure of the companies. According to a 
Resolutwn of the Government of India issued in 1887, it was laid down. 
~mong other principl~s, that" .. :.:. Th_ere should be no undue preference, 
m other words! a rallw~y a<f:mmlstr~twn ought not to be permitted to 
make preferenual bargams w1th particular persons or companies such as 
granting them scales of charges more or less favourable than those granted 
to the public generally". The adoption of this very important principle 
ma~e it obligatory for ~e _railways to. g_h:e equality of treatment to all 
their customers. The pnnCiple of prohibiUng undue preference was given 
statutory recognition when the Indian Railways Act was passed in 1890. 

In 1891, the Companies were prohibited from making any alteration 
in the classification of individual commodities without the sanction of the 
Government. Even so there was not sufficient uniformity in the rates 
charged owing to the absence of a uniform classification of commodities 
applicable over all the railways. It was only in 1910 that a uniform 
general classification for all the railways was evolved by the Tariff Simpli
fication Committee of the Indian Railw~y Conference Association and was 
introduced with the approval of the Railway Board. 

18. During the next three decades the number of 'classes' in the classi
fication was increased from time to time, as also the level of rat~. But 
the form of the rate structure remained basically unaltered. 

- - . . . 

19. The railway rate structure was revised with effect from lst October .. 
1948, and certain major . changes were. introduced. Standard . telescopic 
class rates on continuous mileage from the booking station to the destina
tion station, for' all commodities were adopted irrespective of the number 
of railways involved, Also, standard_ telescopic wagon-load rates for 
certain commodities were introduced in replacement of the different 
schedule. rates pre:viously in force over. different railways. The terminal 
and short distance charges· were standardised. Definite orders were issued 
preventing different· units of the~ Indian Railways_ from quoting any ex
ceptional class rates or from addmg to the prescribed wagon-load scales. 

20. The adoption of such a uniform and standard rate structure wa~ 
particularly in the interest of the backward and under-developed areas 
such as those served by the North Eastern and the Assam Railways, in 
that the higher than the standard class rates which were in f?rce over such 
railways, to meet their high costs of operation, were abolished and the 
standard class rates were' adopted over these railways also. Thus for the 
first time, the railway freight structure was to be re-oriented .fong national 
lines. 

21. Certai11 minor .changes were· introduced in the rail:vay freight 
structure in April, 1955. including (i) adjustment in the ba~:s of charge 
for class rates to afford relief to long distance' traffic,. and (u) levy of a 
surcharge of 6~ per cent. on consignments of 'smalls'. From 1st April, 



1956, a supplementary charge of one anna in the rupee was levied on all 
traffic with the exception of a few commodities like grain, pulses, fodder 
.etc. This supplementary charge was increased to two annas in the rupee 
from July I, 1957. 

22. In the year 1955, the RaiJway Freight Structure Enquiry Committee 
<·::>mposed of officials and non-officials was appointed to review the railway 
freight structure in all its aspects. Keeping in view the recommendations 
<Jf this Committee, the freight structure was revised in 1958. The impor· 
tant features of the new structure were.that whereas it represented a mode
rate overall increase in the charges, the freight burden on foodgrains was 
reduced and no increase in the freight rates was made in the case of a 
few commodities of common use such as kerosene oil, salt, fruits and 
vegetables. For coal, although the Committee · had recommended a 
substantial increase in freight over long distances,· Government accepted a 
new basis for rates which maintained the existing level of rates. for sllort 
distance traffic and limited the increase in the long distance freight to Rs. 2 
per ton. Generally, for all commodities somewhat higher percentage in· 
crea~e in rfltes were made for short haul traffic as compared with long 
distance traffic, so as to encourage road transport over short distances. 

23· The freight structure introduced from October I, 1958, is now in 
force, but a surcharge of 5 per cent. on freight on all goods traffic, with 
the exception of manganese and iron ore intended for export, has been 
imposed from April }, 1960. 

The Contribution of Railway Ratis to Industrial Development 
24. In the period preceding the First World War, the freight structure 

in force was mostly designed to assist export and import traffic. The rates 
charged, however, indirectly helped the growth of industries at the port 
towns, as the raw materials could be moved cheaply to the ports and 
finished products from the ports to the inland consuming markets. Thus 
the low rates for wheat, oilseeds, hides an:d jute to Calcutta, originally 
quotetl for encouraging export, led to the establishment of flour, oil and 
jute mills, as also of tanneries in and around Calcutta. Similarly, the low 
rates for cotton and wool to Bombay were largely instrumental in develop
ing Bomhay as a textile manufacturing centre. 

25. During the inter-war period, as a result of development of several 
in<lu,trie~. the railways became increasingly conscious of inter-railway 

competition. Competition also appeared between railways and coastal 
shipping; In the circumstances, special rates were freely quoted to 
capture traffic for individual railways, as well as port to port rates to 
capture coastal traffic. More and more traffic began to move at special 
rates and at scheduled rates which, in fact, were standardised station to 
st:Hion rates of general applicability over the particular railway. Such 
a rating policy, though prompted by growing competition, had a favour
able impact on the growth of industries in the hinterland and encouraged 

· de\·elopment of industries at places like Kanpur, Dhariwal, Ahmedabad, 
Poona, Baroda, Sholapur, Nagpur, etc. 

26. The Industrial Commission (1916-1918) strongly recommended, in 
the interests of industrial growth, that internal traffic "should be rated as 
nearly as possible on an equality with traffic of the same class and over 
~imilar distances 10 and from the ports". It further recommended the 
-graut of spedal rates for a term of years to new industries. 



l4 

27. The Roy~l Comm~ssion on Agriculture. in its Report in 1928 com
mented that whtle the railways ~re a commercial u~dertaking and as such 
must earn a reasonable ra.te of mterest on the capital sunk in them, they 
coul? greatly encourage mternal manufacturers by charging the lowest 
possible rates for the movement to the factory of raw materials and from 
the fitctory of finished articles all over the country. The Commission also 
specially pointed out that there had been practically no increase in the 
rates for agricultural produce since 1913, in spite of the great rise in its 
value during the intervening period of 14 years. 

28. The Report of the Indian Tariff Board 1929, on the heavy chemi
~al indu~try, un~er the ch~irmflnship of Dr. John M~thai, is of special 
mt~r~st m studymg the h1stoncal development of railway rate making 
policies. The Report devoted a whole chapter to the subject of railway 
rate making and referred to railway rates as a powerful instrument for 
the, development of industries- The Report dwelt on the need to intro
duce telescopic rates on a continuous mileage basis on the railways in 
India and emphasised that it was essential that consideration of railway 
finance should be subordinated to the interest of the country as a whole. 

29. The recommendations made in these successive reports exerted a 
powerful influence on Government and did much to liberalise the railways' 
attitude towards quotation of promotional ra~es for indigenous industries. 
Iron and steel, sugar, cement and paper industries, among others, owe 
much of their prosperity to the assistance given by the railways in the 
shape of low rates, both for raw materials and finished products. Low 
rates on coal assisted both the growth of the coal mining industry and the 
numerous industries using coal as a raw material. 

All the iron and steel factories have received substantial assistance from 
the railways, not only in the matter of facilities for transport by the pro
vision of sidings etc .. but through the grant to these industries, of excep
tionally low rates both for. their finished products and for their raw 
materials such as iron ore and dolomite. 

The export of coal too was C~)llsiderably assisted by the extreme_Iy low 
freight rates charged by the railways. Becaus~ of the concent.rati?n of 
coal-fields in Bengal and Bihar and the long distances over whtch It has 
to move to reach the consumer, coal has always been treated differently 
from other commodities for the purpose of railway rate makillg. Almost 
from the very beginning the scale for coal was sp~cially k~pt at. a low _level 
and a telescopic basis of c_harges ~>n through d1stanc«:, tgnonng ~arlway 
boundaries, has been applied to It. A rebate was given from tune to 
time to assist in the export of coal-

The establishment of the sucrar industry in Uttar Pradesh and Bihar, 
after protection was granted to D1e industry in 1931, was assisted consider· 
ably by the low special rates quoted by _the rail~ays fo~ both sugarcane and 
sugar. The cement industry also recetved assistance m the shape of very 
low rates for limestone, gypsum and cement. 

General Policy in the Past Regarding Freight Rates 

50. It will be seen that from the early stages of railway developmen~ in 
India the railway rates have bee~ _subjected_ to G~we:nment regul~tton. 
The Indian Railways Act, 1890, enJomed speoal oblrgattons on the r:ulway 
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administrations in the matter of avoidance of any undue preference or 
prejudice in rating. The rating system has been influenced from time
to time by considerations of public interest, and the rates on certain basic 
commodities like coal, foodgrains, etc., were kept specially low in keepin~ 
with the economic requirements of the country. It is interesting to re
call that the Acworth Committee in ~ts report in 1920-21 remarked.that 
the Indian Railway rates were among the lowest in the world. The posi
tion appears· to be the same at present also. 



CHAPTER III 

THE ROLE OF RAILWAYS AS A PUBLIC ENTERPRISE 

Social Aspects of Railway Working 

The brief historical survey in the preceding chapter brings out the 
fact that the development of railways in the past was guided not so 
much by purely commercial considerations as by .considerations relating 
to the general economic interests of the various regions in the country 
and the social, strategic and political purposes which the railways ~ere 
<:ailed upon to serve from time to time. The Indian Railways, of 
course, are required to make contributions to the General Reveuue-.;
a.nd since the country entered the era of five year plans, there has been 
an increasing emphasis on the railways contributing to the plan resour
ces; but the earning of a profit is not and has never been the be-ali and 
-end-all of the railways. They have always been treated as a public 
utility undertaking which is expected to perform certain social taskS even 
though these might involve some financial loss. In this connection, if 
is relevant to quote the following extract from a statement supplied by 
the Ministry of Railways to the Taxation }':nquiry. Commission 
(1953-54):- ' 

"Railways are no doubt a commercial concern but they are hardly 
a commercial concern in the conventional sense. As a 
State undertaking they owe it to the public to prm'ide 
transport at the cheapest rates, consistent with the main
tenance of their financial solvency and providing means for 
their development .................. "* 

2. In this chapter, we endeavour to list some of these social obliga· 
'.:ions of the railways. We shall discuss these undler two separate heads, 
namely, social obligations underlying the railway rating structure; and 
the obligations placed on the railways as a common carrier includ_1ng 
the obligations to provide services which are unremunerative. In thf' 
nature of things, the list cannot be made exhaustive. The relationship 
between Government and the railways is so close that it becomes diffi
cult to define in precise terms the role that the railways as a commercial 
undertaking or as a public utility service are expected to play vis-a-vis 
the administration. 

THE INFLUENCE oF SociAL CoNSIDERATIONS ON RA1LWAY RATING 
STRUCTURE 

The General Principle of Railway Rate Making 

3. In the first place, as will be abundantly clear from the brief survey 
in Chapter II, the freight structure on the Indian Railways, as in most 

*Report of of the Taxation Enquiry Commission I 953-54, Volume IV (Evidence) 
Part I, Ministry of Finance (Department of Economic Affairs.), Government of India: 
-p. 218, 

x6 
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oother countries, has been much l~s based •on th~ ~ost ef the_ service pro
vidled by the railwa~s than o~ 'the yalue·'of•servtre or wh:~.t ts co~monly 
l.nown as the prinople. ~f chargmg :what !he traffic .wtll bear : T? 
wme extent, this pnnople underlymg ratlway. fretght .m:'lkmg ts 
warranted by commercial considerations. . ~A. larg~ monopohsu~ u?der· 
taking like the railways has suita~l~ to adJUS~· tts pnc~s so as to dt~t~tbu!e 
the burden of its 'overh~ad or JOmt costs over _varu;ms co~modttt.es .m 
the manner best suited lo the interest of the bustness . Thts constder~
tion itself leads to a differential rating structure. In regard to baste 
-commodities like mineral ores or coal)' which are of comparatively low 
value, the railways as a commercial· und~ttaking may findl it advantageous 
to rewver just the out-of-pocket expenses 'Ci,nd _only• a small or ever;t !lo 
-share of overhead or joint costs; The bulk of the overhead or jOtnt 
costs, therefore, has in the nature of things! to be' borne by .other com
modities which are high-priced and can bear. the burden of htgh charges. 
'Sir W'illiam Acworth describes the princi pie .underlying ·the railway rate 
making as under:-

" ...... the total railway· revenue is m;tde up of rates which, in the 
case of traffic unable to bear a .. higher rate, are so low as to 
cover hardly more than out-of-pocket expenses; which, in 
the case of medium-class · traffic, cover both out-of-pocket 
expenses and·. a proportionate part. of. the unapportioned 
cost; andl which finally, in the c~se of high-class trafli.c, 
after covering that traffic's owQ;, (>Ut-of-pocket expenses, 
leaves a large and disproportionate . surplus available as a 
contribution towards the unappor.tioned .~xpenses of the 
low class traffic,, which such traffic' itself could not afford to 
bear". * · 

Non-Commercial Considerations in ·Railway. Rate Making 

4. Apart from purely commercial con~iderations, the system of 
-differential railway rates in almost every country is based upon consi~ 
-derations of public policy. The rates on the ~Indian Railways were 
·fixed deliberately to assist certain lines of trade .and certain economic 
cbjectives which the then Government wanted to· pursue in the country. 
Under this policy, the rates of certain commodities like coal, important 
Taw materials and foodgrains were deliJ:>erately kept .. low although on 
·strictly commercial considerations, these would have .harnly been justi
·'fied. Recently in 1958, when the revised freight structure was introduced 
on the Indian Railways, the coal rate was not a1lowed to be increased in 
the fuJI measure recommended by the expert Committee, on Railway 
Freight Structure, because the proposed increase in the rate was not con
-sidered to be in the public interest. 

5. It is difficult to work out accura'tely the financial implications' of 
the differential rating structure which the railways have been called 
~pon to adopt from time to time from the 'point of view wholly of the 
public interest as distinct from the commercial interest of the railways 
themselves. One method of estimating approximately the value of the 
-special concessional freight rate on coal would be t() assume that the 
rate on coal should be the same as that on iron ore and other ores· that 
is to say, instead of being charged at a special low. rate, · coal should. 

*.'The Elements of Railway Economics' by Sir William M. Acworth, Clarendon· 
Press, Oxford, (1924) p. 85. 
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be placed in t:he :Cla!is -in whic~ iron ore and other ores are placed (vizr 
Class 32-~A) ~nd then to examine what would be the additional earnings
to the rallwjiys pn this account. On this basis the additional earnings 
~o the rail~ays are esti~ated to be of the order of Rs. 23 crores per 
annum as against the existing total earnings from coal of about Rs. 4C' 
crores. This ~s on the -basis of the volume of coal traffic in the year 
1958-59 and as the traffic would increase in future, the value of the con
cess-ion in railway freight rate could also be assumed to increase corres
_pondingly. The value of special concession in freight rate levied on 
.foodgrains could also be approximately assessed. The freight rates, orr 
an average, have increased between 1938-39 and 1958-59 by about 97 
.per_ cent.· whereas, the corresponding increase in freight rate on food
_grams ·has -been of the order of 26 per cent. only. If it is assumed that 
.the rates on foodgrains should have gone up in the same ratio as the 
overall leve-l of fre-ight rates, the railways would have earned about Rs. 15 
.crores more per .annum on the basis of the traffic in foodgrains carried 
in 1958--59. Between l~t April, 1956, and lst July, 1957, supplementary 
charges were levied on general freight rates but not on foodgrains. The 
loss to the railways due to non-levying of the supplementary charges on· 
'oodgr~ins for the per~od from 1st April, 1956, to 30th September, 1958, 
i.e~, .a pedod of 2! yea:rts-, is calculated approximately :~.t Rs. 5· 5 crores. 
Similar calculations could be made in regard to the value of concessions 
in freight rates on other commodities, the rates on which could be con
sidered to be well be-low the rates which might· be levied on them on 
,commercial considterations. 
Equality and Undue Preference Restrictions 
in Respect of Railway Rates 

6. -The railways? obligation to have a freight structure based on larger 
public interes-ts rather than in keeping with the costs, ipso /flcto. makes 
it incumbent on the railways to have a freight structure which does 
.not involve any personal preferences or discrimination. The necessary 
condition of the railway rating policy, therefore, is that <dl rates should 
be made public and· that any rates charged by the railways ran be assailed 
before the Railway Rates Tribunal as being unreasonable in themselvesr 
pr as resulting in ~undue preference or undue prejudice'. It is impossible 
~o e:valuate all the benefits accruing to the general public from the rail
ways' obligations to have uniform railway rates all over the railway system 
and from the railways~ obligations to publish the rates. These obviomly 
are important safeguards to ensure equality of treatment to small un
prganised sections of the community, to secure geographical equality of 
opportunity and to eliminate uncertainty as to charges which might burden 
particular transactions. Under Section 41 (2) (i) of the Indian Railways
Act, 1890, ~whenever it is shown that a railway administration <;harges one
-trader or class of traders or the traders in any local area lower rates for 
the same or similar animals or goods, or lower rates for the same or similar 
services, than it charges to other traders or classes of traders, or to the 
traders in another local area, the burden of proving that such lower charge
_does not amqunt to an undue perference, shall lie on the railway admini~
tration.! 
Adjustment of Rates on the Basis of Costs 

7. The distinction made in railway transportation between the wsts 
pf haulage and the rates charged for individual commodities has o~vio~tsly 
jmportant implications from the point of v!ew of road-rail coord1~auon. 
A. concrete example wquld ilJustrate the pomt. In accordance wah the 
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system of differential rating, the rate actua1Iy charged ·by the Indian 
Railways for a haul of 500 miles varies, for example, from Rs. 17·71 per 
ton for coal to Rs. 103·47 per ton for cigarettes and confectionery and 
Rs. 125.18 per ton for medicines and chemicals. The. cost . of haulage 
by rail at 6 nP. per ton mile, which is the average cost for broad and metre 
gauge together, comes to Rs. 30 for this distance. Thus while the ra~s 
charged bv the railways are much higher than the average costs for certain 
items of trariic, they are substantially lower than the costs in the r.ase of 
certain other commodities. In the case of former set of commodities, 
the railways would be at a compe itive disadvantage vis-a-vis road trans
port, even though the average cost of haulage by road -is substantially 
higher than the cost of haulage by rail. .As an illustration, it may 'be 
pointed out that according to the lowest calculation of costs cited in 
Chapter X (paragraph 16), the average cost ·.of haulage per ton by road 
for a distance of 500 miles works out to Rs. 61:50 nP. It will be observed, 
therefore, that road transport could easily undercut the railways in r~spect 
of all commodities the railway rates for which, happen to be more than 
Rs. 61·50 nP. per ton, although the cost of haulage by road will be 
higher than that by railways. Road transport could easily attract tr:iflic 
in these commodities by quoting competitive rates. 

8. A good deal of thought has been given in some foreign countries in 
recent years to the possibility of revising railway freight structure in a 
manner so as to make the ra]way rates corlespond to the costs of haulage. 
The main consideration guiding such thinking has been the growing 
competitiOn between railways and road transport. On services in respect 
of which the railway charge~ . .have been high in relation to costs, the 
ra '!ways almost everywhere in i:.he world have laid themselves open to the 
competition of road transport which has affected adversely their financial 
position. . As Professor Gilbert \Valker has put it, nan intractable· pro
blem has been presented by the competition between road and railway 
rates, that is to say,, by the co-existence at one time of two prices for trans
port, the one discriminating their commodities b.Y value and based on the 
average cost of operating traffic over the system as a whole, the other 
determined by the cost of the particular service run and the freight 
carried"•. Later in the Report (Chapter XI) we refer to the recent 
developments in railway rate making in countries like Great Britain and 
Canada and discuss the problems relating to adjustment in freight rates 
based on costs under the conditions obtaining in India. The funda
meatal basis for the suggestion. that the railway freight rates or, for that 
matter, the freight rates charged bv any other mode of transport should 
correspond to the actual cost of haulage, is that the railways as also other 
modes of transpo:-t should be treated purely as commercial undertakings. 
This :mplies that the railways as al_so other modes of transport should be 
free £10m all types of public service obligations or should all bear these 
obligations to the same extent. so that the conditions of competition 
between them are completely equalised. 

THE ·sociAL OBLIGATioNs oF 'rHE RAILWAYs 

The Obligation of a Common Carrier 

9. The fundamental obligation placed '?n the raiiways is that of a 
common tarrier. The corrimoh carrier obligations can be divjcled into 

*Article on 'Tiie Transport Act-I947' in Economic Journal Marc\] 194R; Page 22. 
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two broad categori_es,. ~amely, (a) o_bligation to .carry. traffic that may be 
offe:ed, and (b) habi_hty f~r claims for co~pensatwn. According to 
Sectwn_ 21 of the Indian Rallways Act, the railways have the obligation 
to receive and forward all the traffic offered to them without any undue 
preference as defined in Section 28 of the Act. Thus as a common carrier, 
the railways cannot refuse to carry any goods offered to them or discrimi
nate between what to carry and what not to carry. Under the existing 
conditions in India sudJ obligations are not shared by other means of 
transport. In this connection a typical example cited by the Railway 
Board is that the lorries carry groundnut oil in drums from Kurnool to 
Madras and tender the empty drum5 at Madras to be carried by rail back 
to Kurnool, thus enabling these lorries to carry high-priced goods like 
cotton piece goods as return loads. The empty drums with large volume in 
relation to weight are uneconomical to carry. The railways as a common 
carrier cannot refuse to carry the empty drums, although the carriage of 
such drums back to Kurnool gives an undue advantage to their competi
tors in preference to themselves. Other examples could be cited to indi
cate the handicaps placed on the railways by their obligation as common 
carriers-handicaps to which their competiton are not subjected at least 
under the present-day conditions in India. 

10. As regards liability for claims for compensation the railways at 
present, according to Section 72 of the Indian Railways Act, assume the 
responsibility of a bailee only and not of a common carrier. However, 
the railways propose by legislation to assume common carrier's liability 
shortly. When this is done the liability under the Carriers Act of 1865 
will be the same for all modes of transport except that carriers other than 
railways and tramways may, by special contract signed by the owner of 
such property or h:s duly authorised agent, limit their liability in respect 
of the same. 

II. If the railways were free to recover the cost of all ~ervices that they 
provide, the obligations placed upon them to carry all traffic _as a common 
carrier would no longer be any burden to them. The ra1lwavs almost 
everywhere in the world, however, are under obligation to provide certain 
services which are unremunerative. The more unremunerative services 
may include services in low-densi•y areas, where costs cannot be recovered 
or services at rates lower than the cost because of the social obligations 
placed on the railways. It is difficult to work out the exact financial 
implications of these obligations. This will require collection of 
elaborate data and could best be attempted only in regard to some select
ed services provided by the railways. 

Uneconomic Branch Lines 
12. The railways in almost every country in the world operate un

economic branch lines or sections. The Indian Railways have ro operate 
numerous such lines. The Committee has requested the Railway Board 
t.o make an attempt to estimate the financial .results of working selected 
lines in the various zones and let the Committee have an idea of rhe 
losses involved in operating these lines. One of the questions requiring 
consideration on the part of the Committee is whether under the present 
day conditions in India, it is possible to contemplate suspension or closure 
of any unremunerative services. There is, in fact, an increasing demand 
for new railway lines and, as we shall discuss later, (Chapter XIII) com
mercial considera •ions are not always dominant in deciding on the 
construction of these lines. 
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There are. in addition, the Light Railways owned by private companies. 
some of which under old agreements ·with the Government railways 3-!e 
subsidised by the latter. · So long as these railways have to be ~on~inued 
in public in-terest, the Government railways are under an obligatiOn:· to 
underwrite their losses and pay them a minimum return on the capital 
invested .. The management of some of these railways urged that tl\e 
problem of Light Railways should receive special consideration by • th~ 
Committee. It was represented that owing to a continuous increase•irt 
their cost of operation and the diversion of traffic to road transpot~,:: the 
Light Railways were finding it very difficult to meet their ordinary worki!l_g 
expenses, and that some of them were already running into defidt§· !tnd 
were being subsidised by Government railways. It was urged that•these 
railways could not afford any further diversiqn of traffic to road: transport 
res11lting in losses of revenue and that a separate code of principles.:l5hotild 
be evolved for regulating motor transport i~ the areas served·: by· the 
Light Railways. The Committee has gone into the problem·: Of: Light 
Railways at some length and has had prolonged discussions with the· re
presentatives of the State Governments concerned. It is admitted' by all 
concerned that some of these railways at least could not be discontiimed 
and replaced by road transport services in the near future. ~It wfll .be a 
matter for consideration how these railways could be made to ·pay their 
way during the period that they are required to continue in servi~e-.: 

Non-paying Suburban Passenger Services 

13. The railways provide Sl.\burban (or what are known as.co.mnmter) 
services in large cities. Cheap season tickets are provided on these 
suburban services and the frequency of train services has to be maintained 
depending upon the traffic during peak hours. The suptirbim services 
are recognised t:tJ.e world over to be generally non-paying. · r !:he COin~ 
mit tee has asked· the Railway Board to let it have an .indic;1tiori o£ 'the 
losses incurred by" the In_dian Railways on such serVices.. It i's ·aqubtful; 
however, whether oii the basis of the statistics compiled· by the Indian 
Railways, it is ·possible· to· have a very exact estim(!.te of tliese lo~ses. ' 

Certain Special Concessions and Facilities 
Provided· by ·the ~ail ways -

14. The Indiari Railways pro~ide a number of special concessions and 
facilities, particularly for the t.ra.ffic relating .to· Def~nce_ personnel and 
Dc;fence stores and for . tlie Posts an_~ Te~egr_~phs .. Pepartment. The 
railways have long standmg arrangements with Defence and Posts and 
Telegraphs authorities -in- these matters. ·· Recently·the· Indian Railways 
introduced conc-essions in- freight. rates- on· certain· -export: ·commodlities. 
In add_i!ion to these, there are c~rtain cc;mce.ssions granted by the railways 
on social grounds to passenger-s m certain Circumstances. These include · 
variou5 concessions given to students,- Bharat ScoHts and Girl Guides, blind 
persqns,_ a~d ~ub~rcula~· patients etc .. - Further,. goods· mo-ved on· behalf 
of certam mstitution.s lik~ the-Red Cross are E(arried,fre7'·of-charge.· The· 
to~al value o_f the more I!Dpor!ant among these concessiOns given by the 
railways dunng 1958-59 IS estimated to be about Rs. 3·6 crores which 
includes Rs. 1 ·8 crores for Military traffic, Rs. 0·3 "crores for the P~sts and 
Telegraphs Department and Rs. 1 ·5 crores for the other concessions given 
to the travelling public. 
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Ameni.ties for Passenger Travd 

15. Apart from the fact that the railways have to subsidise a large field 
of passenger services-almost all. passeng~r services on the metre gauge 
system, being run at a loss~the railways are under obligation to provide 
11\inirll,um amenities for p~sse.nger travel. There are increasing demands 
fer:- such amenities from the travelling, public which cannot always be. 
resisted with success. It is difficult to make an estimate of the financial 
losses involved in the provision of such .amenities over the entire railway 
system. 

Obligation in Respect of Stalf. 

16. As a public undertaking the railways at present are under obliga
tion to provide to their staff uniform scales .oL salaries. and wages and 
other amenities. In severaJ·regions of the country, the railways as a Central 
Government undertaking, have to pay scales of wages which are substan
tially higher than the scales adtnissible to the employees of the State Gov
ernments within whose territories the railways function. This obligation, 
therefore, involves a social burden on the raiways which the comparatively 
smaller units in the other means.of'·transport are -not called upon to bear. 
It should be· possible to work out an estim<rte of ·the financial burden 
imposed on the railways on this account although this will require detailed 
ca1culations. 

Preference for Certain Types of Traffic 
under Gov.ernment Directions. 

17. Under Section 27-A of the Indian Railways Act, the Central 
Government may lNrect any Railway Administration in the public 
interest, to give preference to the transport of such goods or class of 
goods, as may be specified by it. Such directions are generally given in 
respect of low-rated traffic like coal, mineral ores for export, raw materials 
tor iron and· steel, cement and textile .industries, manure and foodgrains 
etc. 'Vhen such a direction is given by the Central Goyernment, ·the 
nilways have to provide transport facilities for such items of traffic not
withstanding arrears of high-rated traffic waiting ·to be moved. If the 
overall railway capacity on the sections concerned does not permit ot 
the movement of the commodities required ·to be given priority under 
Government direction, this would· necessarily obtige the railwavs to 
surrender high-rated traffic in order to be able to meet the wishes of the 
Government. It is impossible to make any estimate of the financial 
implications involved in the Indian· Railways carrying out such orden 
of Government from time to tim€. 

18. Later in the Report (Chapter XI) we shall refer to the attempts 
made in several countries and mor,e par,ticularly, in the United Kingdom 
to reduce the burden of unremunerative services provided by the railways. 
·we have also considered the questions whether the obligations similar 
to those placed on the railways could ·also be placed on road transport 
or alternatively whether and to what extent · the cost of such public 
service obligations can be reimbursed· to .. the railwavs. 



CHAPTER. tV 

.ADMINISTRATIVE ORGANISATION OF THE INDIAN RAILWAts 

In thi~ chapter,. an attempt is m~~~ ~o d~scr,i.be ~fi.eHr . th~ _ad,min~stra; 
·tive organisation of the railways in In dill· w:e ~ave m. the ear her: ch~pters 
attempted to bring· out the du,alrol~ of .t~e Indian R<!-Ihyays. a~.~- c:ommer
·cial undertaking and also as a pubhc ~tilay .~n?er~akiJ?g- . ~t _Is ~mportani, 
in this context to _understand the exact relatiOnship between the Govern· 
ment and the Railway Administration apd, fllOre particularly. __ h~w the r~s-· 
ponsibility for perforniante · of1 this' dual' role 'is divided between th~ two: 

Central Administrative Organisation 
2. The administrative cortrol of the, railways in India is the resp6nsi; 

l)ility of the Railway Board set up un~er ,the India~ Railw~Y, B?~rd Act, 
1905. The Act invested the Board With all pow~rs of supervlSlon. and 
.control of Government over· the r<tilways,. The Railway _Board perfo~s 
the dual functions of the Chief AdmiQistrai:ive Authority of the Indian 
Railways and' the Secretariat. of the Minister .for ~ail ways. I~ function~ 
like any other Ministry of the Government of 1Qdia and exercises all the 
po~ers of the Ce_ntr_al c.<>ver~ment in. ~~spect of regulation,'·cbnstruction: 

:rilamtenance and operation of the railways . 

. Upto 1951, the top a\[ministrative set-up of railways continued to be 
-departmental in character represented by t~e Bo_ard. wit~ . a Chief Com~· 
missioner, a Financial Comimssioner and three functional.members. The 
Chief Commissioner was not incharge of any specific p.ortfolio bll,t was the 
sole adviser on all railway matters and policy to the Min~ter: .H~ and the 
Financial Cominissioner were ex-officio Secretaries to the Government of 
India in the Ministry of .Railways- ·H;e had. the Iight to. over-rule the 
1~oard's view or to reject .its advi<;e, if he .so thought _fit, . Th~.Bqard was~ 
however, reorganised in April, I 951 and the post of the Chief Commissioner 
was abolished. The Board later functioned with a Financial Commis-· 
sioner and three functional members, one of whom w~s appoi'nt~d as the 
Chairman of the Board. The. Chairman was like any other member_ of 
the Board incharge of a specific portfolio, . He did not enjoy the. powers 
-conferred on the fot'mer Chief Commi~sioner of Railw;:,tys: . From lst · 
October, 1954, however, the_ post of Chairman· of the .. Bmird was made 
-comparable to that of the Chief Commissioner. of Railw~ys .. 'The Board 
thus reconstituted consists of a Cha.irman, a Financial. Col)lmissioner and 
three functional members. . The Chairman is a functional member .unlike 
the former Chid Commissioner who was not incharge.of any specific port
folio but was responsible only for over;lll functional supervision and co~· 
ordination of work. Members of the Board have the right of direct access 
to the Minister in respect of functions assigtiecl to.them. The .Chairman, 
however, is made solely responsible under the Minister for Railways for 
A~.rriving at decisions on technical questions and a~vising ·the Government 
on matters of railway policy. He is responsible for intra-Board co-ordina
tion and all policy and other important matters are. put to the Mjnis.ter 
through him. The Chairman has pdwer to over-rule the other· Members 
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of the Board, except that, if in any matter of finance the Financial Com
missioner does not agree ~ith the_ ~hairman, he h~s the right to ask for it. 
to be referred to the Railway Mmister and the Fnlance Minister. From 
18th August, 1958, the Chairman, the Financial Commissioner and other 
Members of the Board function as ex-officio Secretaries to Government iB 
th~ir. respective ,.~p~eres, ·the. ~hairman ~aving been given the rank o£ 
PnnCipal S~c~etar~ u~ the Mims~ry <?f Ra1hyays. U nde~ the existing set
up, the Mmister 1s m tpuch with th_e pay-to-day admmistration of the· 
rail~a~s an~ in his ~iscx:et~on c~ deal :with any matte~ concerning the
a.dmmistratlOn. Parliament exerpses c<:>ntrol over the railway administra
uo~ as over a~y ~ther. d~p,ar,tmeht .oft~~ Government. 

3; The question of the .Central Controlling Authority for the railways. 
~ing ~eorganised as an autono_m~u~_statutory body has come up for con
sideration before several committees. The idea was suggested first in the
thirties-the main underlying objecti;ve. being that the railways should be 

. run on business pri!lciples and be free from political influence. The Gov
ernment of Indi~ Act, 1935, included ·provisions for the creation of a 
Federal Railway AUthotity:_ The Indian· Railway Enquiry Committee
(1936-37) revived th~·r<Jea <;>fa Feder.al Railway Authority and recommend
ed that political inter~er'ehce in. the affairs of. Authority must be avoided. 
and it should also be free frdril ;~u:l~ini~trative interference by Government. 
The Committee observed t~af "while politica_l interference is the high road 
to bankruptcy, administrative' ·interference leads to stagnation and is

-almost"to· be equally deplored". ·The Committee suggested that the Gov-
ernment in future should confine its interest in railways to that of a 
debenture .holder and sh~uld de~egate wide powers to the Railway Board. 
Later, the Iri'qian Railway .Enquiry __ Committe~ 1947, strongly criticised 
the departmental set-up for the administratio~. of the railways and recom
mended t~e vesting of the _control and management of the Union Railways
in a Statutory Autl;writy responsible ·~or devc:Iopip.g an efficient, adequate· 
and economiCal system of railways with due_ regard to the interests of 
agriculture, industry, coJDIDerce and. the general public and the interests 
of tll.eir ·sfliff. and safety. The Committee, while recommending the setting
up pf_a Statutory. Authority, pointed o~t two defects of the existing system 
viz:, (i} "the Board is now not only the supreme Union Railway Executive. 
but is also part of the Secretariat of the Government of India", and (ii} 
further, ··"Railways are now exposed to undesirable interference in their 
day-to-day working" .. The Estimates Committee of Parliament in its 19th 
Report. on Railways (1955) referred to th,e recommendations of the Indian 
Railway EnquirJ Committee 1947, and observed thai: the Statutory Autho
rity envisaged by the latter Committee "may, no doubt, assist in overcom
ing these defects". The Estimates Committee, however, refrained from 
recommending any. radical change being made in the Central Controlling 
Authority of railways at ·the time when the Second Five Year Plan was
just about to be laupched by Government. The Committee suggested that 
special measures should be taken .to overcome the defects pointed out by 
the'Ind~an Railway Enquiry Committee. 1947. 

4. In view of the general policy of ·the Government of India to set up
statutory bodies to administeT commercial undertakings of Government~. 
the question has been raised· in ceFtain quarters in recent years, why the
railways should not be managed through a similar body. It has been argu
ed th"t this form of management-, wpuld ·enable tlie railways to function
with a certain degree of independence and without day-to-day interference
of Government. Moreover, the railways would be in a position to functiom 
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more effectively as a commercial enterprise. At the same time, a view' 
has also been expressed, that the present organisation of the Railway Board,. 
as the Central Railway Authority, combining both the administrative and 
executive functions of day-to-day running of the r~ilways and the secretariat. 
functions as a Ministry of the Government of India, is more efficient than 
an organisation in which there may be a division of these functions bet
ween separate bodies. Such a division of functions, it is pointed out,. 
would lead to an inadequate appreciation of the problems and the needs
of the Railways at the Government level and to delays in decisions on• 
matters calling for inter-Ministerial consultation or even otherwise for· 
decisions at Government level. 

Detailed administration of the Railways .is at present the direct res-· 
ponsibility of a Central Ministry. And policy matters relating to the
other forms of transport, in so far as ¢.ey are· .subject to Central control 
or supervision, are the concern of another· Ministry. Such a division of 
responsibility in the field of transport policy. adds to the difficulty of co-
ordination. According to one view, so long as the Ministry of Railways
remains responsible for detailed administration of the railways as at 
present, it would be open to serious objecti<;m to entrust to it, at the· 
policy making level, the fortunes of other forms of transport also. 

5. We have separately studied the quest,ion of co-ordination betwen. 
the railways and the road transport undertakings owned by the State Gov· 
ernments and have endorsed the policy followed by the Government of 
India for some time past with regard to the transformation of departmental. 
undertakings in the States into Corporations set up under the Road Trans
port Corporations Act, 1950, in which the railways can participate. We· 
have mentioned that the utility of the corporation form of management lies· 
mainly in the fact that this would provide a forum for the two public 
authorities to arrive at mutual understanding and enable the railways to· 
put forward their views effectively in an informal atmosphere. In the 
course of its investigations and informal discussions with the various in· 
terests concerned, the Committee has observed certain tendencies which,. 
if continued, might have serious implications from the point of view of 
the larger interests of the country. We have referred earlier to the demand; 
for the opening of new railway lines and extension of railway systems in 
regions at present not served by them. It is difficult to say that these de
mands are always based on a careful assessment of the needs of the regions
concerned. Then again, there is a tendency in certain quartel"S to taKe 
the railway services for granted and at the same time to ask for extension 
of other means of transport irrespective of their likely effect on the rail
way finances. Having' regard to all these considerations,_ an important 
question that might deserve consideration is whether some way could not 
be found, in the larger interests of the country, of integrating the interests
of the railways with those of the State Governments. The CommittP.e llas 
net been able to give any detailed thought to this matter. 

6. In this connection, it may be relevant to mention that the Select 
Committee on Nationalised Industries of the British House of Commons 
in its recent report on the British -Railways (July, 1960) has commented 
in some detail on the role of the British Transport Commission and the 
division of responsibilities between .the Commission and t~e Ministry of 
Transport. The Committee has quoted the British Transport Commis
sion as having expressed the view that, "on the one hand, they liave t<> 
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;act like a normal commercial \.mdertaking and.· ... base their decision on 
business considerations .... On the· other hand, 'the Commission's services 
are often expected to be guided primarily by the public interest. . . . 'These 
two approaches, the commercial and the often unprofitable public ~ervice, 
frequently conflict". The Committee has' further observed that "the 
Hinistry's view is. different. They believe that no conflkt should-· exist 
for the Commission, because it· should not be for them to have to decide 
where the public interest lies". Commenting in detail on the Commis
~;ion's duty, the Committee has expressed the view that in making the deci
sion regarding the size and shape of railways to be provided, the Commis
sion could have based their decision on financial grounds and 'provided 

-only such ·services as were profitable: "It seems to our Committee that the 
best initial test of what the public need is given by what they will_ pay 
for. If, thereafter, there· are other considerations which make it desirable · 
fdr members of the public to travel or freight to be carried on some routes 
at prices below the cost, it should be· for the Government and not the 
Commission to deCide:" 

Organisational Set-up at Zonal and 
Divisional uvel and Size of ZOnes 

Size of Zones: 
7. The Indian Railway system· was reorganised lrom 1st April 1952, 

into six zones, namely, (i) Northern, (ii) Eastern, (iii) North Eastern, (iv) 
Southern, (v) Central, and (vi) Western. The Eastern Zone _was bifur
cated in August, 1955; into two, namely; (i) Easte~, _and (ii) South · 

::Eastern. Later, in· January 1958", the North Eastern Railway was split up 
into North Eastern and North-East Frontier. There are thus at present 
.eight zones, and the mileage of-these zones is;as·iridkated below: 

Zonal ·Railways 

I. Centsal 

2. Eastern 

~- Northern 

4- North Eastern 

S· North-Ea~t Frontier 

6. -·Southern 

7- ·South Eastern 

8. Western 

Total 

Mil~age 
(As on 
March 31, 

1959) 

5·346 

6,161 

6,064 

The mileage of the existing Zones thus varies from 1,733 in the c~e of 
North-East Frontier Railway to 6,435 in the case of Northern Railway. 
The four big zones are: (i) Northern, (ii) Southern, (iii) ·w~te~n. and 
{iv) Central; and the>e between t~e~selves account for 24 •. 006 m1les of the 
total mileage-of 34,6\6 of the ra1lway•system as a whole. 
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8. The prin~ipal ~onsiderations u11:derlying the pattern_ €>_£ ,distrjbuti~n 
.of the railways mto zones were ~nunoated by ~he then Mm_xs_ter for Ra1l" 
ways and Transport in the Intenm Budget SeSSion aher Part1t1on (1947-48) 
.as. follows: . 

"We have d~ecided that there should be a regrouping of these Rail• 
ways. The. question. of ,regrouping~ ~nvolves three prindples. 
First of all, Railways have to be arranged in such a way as 
to promote operational efficiency; secondly, it ought to pro
mote administrative convenience; and thirdly, it ought to 
effect economy in controlting and sup~rvisory establish~ 
ment." 

The following extract from the spe~ech deliv~red by the Minister at the 
time of inauguration of the Central Railway (November 5, ·1951) will also 
he. relevant in this connection: 

"The reorganisation of administration, the· tightening up of control, 
the· application of the increased resources of the enlarged 
system to the maximum advantage; the-elimination of .clupli· 
cation and waste, the economies in the procurement, utiliza
tion and stocking of equipment· a~ materials-all these, to 
mention only a few items, should help to :reduce the overall 
cost of transportation both to the nation and to the indi
vidual." 

It was thus expected that the reorganisation would· generally result in 
-economy of operation. It was 11.9l• however,· stipulated chat each zone will 
be financially viable. This will be clear from the following extract from 
the speech of the then Minister of Railways and Transport, made during 
the· debate on Railway Budget in the Lok Sabha on 5th March, 1954: 

" .... it would be clear· that regrouping was intended for plannmg 
and carrying out a policy . of uniformity in administrative 
pattern, rationalisation of workshops ·and other operational 
facilities, and for reducing the overheads by eliminating 
duplication of work and unnecessary correspondence between 
contiguous railways, in order to ensure more expeditious dis
posal of business .... it was not the intention that each zone 
should necessarily pay its own way· financially. Consequent 
on regrouping, all the six zones were· treated as one single 
system." 

The general policy being followed by the, Indian Railways is that irres· 
pective of whatever be the profit or loss on individual zones, the system as 
a whole should be able to meet all charges including the dividend payable 
to the General Revenue~ and the cost of unremunerative services all over 
the railway system. 

9. It may be noted in· this connection that after amalgamation and re· 
grouping of the railways, the Railway Board decided, with effect from April, 
1952, that it was not necessary to continue· apportioning the earnings 
;and costs between various Zonal Railways and the system of accounting 
which was in vogue earlier was done away with. L<tter, from 1st April, 
J 954, however, the Railway Board reverted to the old s)'stem of accounting, 
according to which the earnings and costs were a,pportioned between vari
ous Zonal Railways indicating the finanCial results of each zone separately. 
The system of accounting adopted on the Indian Railways between 1952 



~nd 19-?'4 was similar to _the one ~h.at obtained o~ the British Railways. It
IS possi?le that the. Rail~ay .1\~mistry at the tim~ of taking decision on 
the su?Ject of t~e size of. II?-diVI~ual zones were guided by the pattern of 
th~ _railway regions obtamm15. m t~e United Kingdom till 1948. The· 
~nt1sh R~Ilway~ had been div~ded mto four regions from 1923-the two 
larger umts beipg ·L~~don Midland and Scottish Railway and London 
and North Eastern ~ailway having a mileage of 7,790 and 6,590 respectively_ 
!he nmz~ber of regions was •. however, increased later to six, thereby reduc
mg the SIZe of the large umts. The largest region that was thus created 
namely, Lon~on Mfdland, had a mileage of 4,207 whereas the size of th~ 
largest zone m !ndia, cre~ted after reorganisation in 1951-52, namely the 
Norther~ Zo?e IS 6,435_ miles.. Also, ~t may be noted that, the mileage of 
each reg~on m the Umted K!ngdom Is concentrated over relatively much 
smaller area as compared With the area covered by each zone in India· 
~nd that the ~rit!sh Railw~ys are equip~ed. with a much better system ot 
mter-com~umcatiOJl~·-. It. IS, . howeve~, sigmficant that ~he White Paper 
presented m the Bnqsh. Parliament m July, 1954, considered the size of 
the regions it:t _the Unitecl. Kipgdom to be still very large. To quote· 
from the Whit~ Paper: 

. "For management purposes, these Regions are in themselves very 
large. systems. The Commission have reached the conclu
sion . that. either the larger Regions must be broken up· 
into smaller Regions, or there must be introduced a definite
:rn~~sure of management decentralisation within them: func· 
tiona}. decent_ralisatiop. i~ not sufficient. In view of the major 
upl:J.~aval whichjmpc;>rtant alterations to the Regions involv'!r 
the Commission have decided in favour of the latter alter
native jor _the-- present ~me". 

According to the latest White Paper-on "Reorganisation of Nationalised· 
Undertakings" (December 1960), the British Government intend to decen· 
tralise management. and to confer a -large degree of authority on the 
regional organisations. The. White Paper envisages that: "The Regional 
Railway Boards which will replace the present Area Boards will be fully 
responsible.for the management and operation of their Regional railway 
systems.. Each will be autonomous in all matters which concern its region 
alone. They will thus continue the process of devolution of authority and 
decentralisation of management. Each Regional Railway Board will main
tain a regional trading account as a means of assisting it to secure the
highest levl!l of. efficiency and economy of operation." 

10. As regards the size of the zonal railways in India the Estimates 
Committee of Parliament in their 19th Report on the Railways (1955) 
referred to the observations made by the responsible Railway officials that 
the work-load imposed upon them after regrouping of the railways was
very heavy with the result that it was difficult to keep the. degree of .super
vision on the actual work ·that they would have considered desnable. 
Earlier, the Efficiency Bureau attached to the Railway Board after makin~ 
a scientific analysis had come to the conclusion that the work-load ~m ali 
the Railways had increased considerably. It was this that led to b~furca
tion of the Eastern Railway into two units in August, 1955. The Estimates
Committe in its Report observed that there was a tendency for the work
loads to increase due to· the activities envisaged in the five year plans. 
According to the Committee, "the general consensus of opinion. was that 
the size of a railway unit should not exceed 3.000 to 3,500 mlles". In 



29 

-the opinion of the Committee, "the question of re-arrangement of the exist· 
.ing railway units into smaller units cannot, therefore, be avoided and 
will have to be faced at some stage or other". The Committee endorsed 
-the principles which had been enunciated by a retired Chief Commii· 
.fiioner of Railways for determining the regouping of railways in India. 
The main underlying considerations recommended by him, were that the 
.size of the units should be such that the contact between the administr~ 
tive officers and the executive and between the executive and the staff 
under their command should be close and should ensure effective super· 
·vision and the General Manager and his Heads of Departments should 
be in a position to visit the remotest part of their charge at least once 

.a year. Further, he recommended that decentralisation should be extend· 
-ed to the point that it was possible to achieve speedy decisions and that 
the man on the spot was given sufficiently adequate powers to J.ischarge 
-the responsibilities placed upon him . 

. Organisational Set-up a~ the zonal Level 

11. The size of the Railway Zone and the type of organisation to ad· 
minister the Zone are thus closely inter-linked. In the context of road 
.and rail co-ordination, it is necessary to study the organisational set-up 
not merely at the Zonal level but also at the Divisional and District level 

.and particularly, to understand the extent of delegation of authority which 
is enjoyed in practice by the administration at all these levels. We shall 
mention here, briefly, the type of administrative set-up at the Zonal Head
-quarters of each railway as also in the Divisions and the Districts. 

12. At the top of the AdrMnistration of each Zonal Railway is the 
General 1\lanager who exercises overall supervisory control over the vari· 
ous Departments of the railway and co-ordinates their working. He is 
responsible for the efficient running of the Zonal Railway Administration 
.and the Railway Board have delegated to him wide administrative and 
financial powers in matters relating to establishment, works etc. In order 
to enable the General Manager to concentrate on matters of policy affect
·ing the Zonal Railway and on activities directed to promote the general 
efhciency of the system, he is assisted by a Senior Deputy General Manager 
-(except on the North Eastern and North-East Frontier Railways where 
£hese posts do not exist), who has been given the status of a Head of 
Departmei;It, but is not burdened with the responsibility of any major 
.department· The work of the railways is distributed functionally among 
several Departments, each headed by a functional Chief. Tht! Heads of 
Departments of the Zonal Railways communicate with the Directors in 

-the Railway Board direct on matters relating to their functions, the Gene
ral _l\fanager being kept informed of all important correspondence with 
the Board. 

Organisational Set-up zn the Divisions and Districts 

l 3. At the lower level, there are two systems of administration, namely, 
Divisional and District, the former obtains in Central, Eastern, Northern, 

·Southern and \Vestern and the latter in South Eastern, North Eastern and 
North-East Frontier Railways. Under the Divisional system, each Zone 
is divided into a number of Divisions, each one of which is headed by a 
Divisional Superintendent who is a Senior Officer and acts as a coordinat
·ing authority for the Division and is directly responsible to the General 
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Manager and' his chief functional ~dvisers. He is assisted' by other Div1 
s~onal officer~ in the various fields like traffic, engineering etc. 1'he Divi 
swnal_ Supenntendent has been ?e~egated l?~we.rs in respec~ o~ sa~c~ioning 
establishments, works, etc., and IS m a positiOn to "take qtuck declSlons on 
the spot instead of referring every matter to the Head Office. Under the 
District ~ystem, the Zone is di~ided into a ~umber of. districts managed 

J>y functiOnal officers who are duectly responsible to theu respective chiefs. 
at the Headquarters. Thus there is direct functional control and guid
ance from the Heads of Department to the District Officers- The co-ordi-· 
nation bet:ween different Depa~tments is done_ only at the HeadquarterS' 
level. This system, therefore, Imposes a certam degree of strain on the
Headquarters office in respect of day-to'-day administration at the distnct 
level. 

Questions foi Consideration 

I 4. In the context of heavy burden placed on the Indian Railway~ 
under the five year plans which obviously is bound to increase enorm· 
ously in future plans; and having regard to. the considerations relating tO' 
competition from road transport in the years to come. it seems to m that 
there are two questions which need to be seriously considered: firstly, 
wheth~r the present size of the railway zones is conducive to its working 
as a commercial enterprise, and secondly, as stated earlier, what should 
be the. delegation of authority at various levels in 'the railway adminis
tration. In connection with. the latter question it needs to be emphasized· 
that what is important is the 'effectiveness of such delegation in practice 
and the freedom at all levels to exercise the delegated authority. There
is at present no ·clear' dividing line between the responsibilities of the
Minister for Railways and those of the central administrative authority 
i.e., the Railway Board. As for the General Managers of the Zonal Rail
ways, they cannot be considered as counterparts of the large industrial 
undertakings enjoying considerable. degree of freedom· or, for that matter. 
as Chiefs of ·the· Area Boards on the British Railways•. The Generaf 
Managers are essentially · administrative chiefs responsible for operation 
of the Zonal Railways according to the policy and intention of the ad
ministration at the Centre-

It is a matter for examination as to whether complete integration of 
financial interests of the railway zones based on a principle of cros5-subsi
dization of these zones inter se affect5 the sense of accountability of the
authorities of inclivichial zones for the working results of their administra
tions. 

These are important arid complicated issues "1hi"ch mav perhaps de
serve special study. The Committee itsdf has not· been able to give any 
detailed thought to· these issues. 

·•As already mentioned in paragranli 8 of this Chapter, th:: British Rail_ways ~rop<Be: 
to make the regional bodies autonomous·in all m1tters concerning the respective regwns. 



CHAPTER: V 

DEVELOPMENT AND REGULATION OF ROAD 'TRANSPORT 

Growth of Mechanised Road Tr~sport in India 
Motor transport started assuming importance in the economy of Indi.r 

only after the First World War. There were only a few thousand vehicles
before the commencement of the war consisting largely of motor cars and 
taxis. Again, during the war a large number of vehicles were imported 
consisting largely of motor cars. Sizeable imports of commercial 
vehicles i.e., buses and vans :Commenced ·only .from the early twenties. By 
1938-39 there were in the territory of the then. British India 12,397 goods
vehicles an.d 23,645 · buses. Du:ring ·arid ·immediately • after the Second 
World War, there was a rapid expansion of goO<J,s vehicles in the country 
and their number in 1946-47, i.e., the year just preceding the Partition, 
had increase~ to 40',107. The number of buses.declined dming the war 
years but by 1946-47 had increased again to almost the same le\·el ·as 
immediately before the war. The growth of commercial vehicles for goods 
and passengers in the Indian Union from tlhe year 1948-49 to 195?-59 is 
indicated in the Statement at Appendix 3. It will be seen that during 
this pcriml the number of goods · vehides•almost 'doubled, ·from about 
73,000 in 1918-49 to 1,45,000 in 1958-59. The number of buses, 
on the other hand, increased from 27,275 in 1948-49 to 44,744 in-1958-5'9· 
i.e., by .about 64 per cent. -It may' be mentioned in this connection th.at 
apart from the increases in the rp;imber of vehicles referred to above, there 
has been a substantial increase iri the average capacity of the vehicles over 
the period. This is due mainly to the heavier diesel vehicles gradually 
replacing the petrol vehicles. ·Moreover, in· the· case of goods vehicles ·a 
significant increase has been allowed in the ·permissible registered Iaflen 
weight with effect from November, 1958. 

The Constitutional Position in Regard 
to Roads and Road Transport 

2. Before we 'describe ·the system of regula'tion of road transport in
dustry in the country, we may refer briefly to the constitutional position 
in regard to roads and road transport. Before the adop.tion of the Constitu
tion all matters relating to roads were in the Provincial List. In the Consti
tution of India, however, the highways declared by or under law p1ade by 
Parliament to· be national' highways are· included in the Union List. The· 
construction and maintenance of these highways, 'therefore, fall within 
the purview of the Union Government. The ·Government of India ac
cepted, with effect from the 1st April,· 1947, complete financial liabihty 
for the development and maintenance of certain roads provisionally 
approved by them as suitable for· inelu'sion· in a system of national high
ways. In 1956, Parliament enacted a Law declaring these highways to
be national highways and vesting 'them· in the Union Government. 

Mechanised road transport is inchided in the Concurrent List in the 
Constitution, and the Central'Government 'thus· have concurrent· powers
of legislation in regard to this subject. 'The executive authority in re

.gard to subjects in the· Concurrent· List rests with 'the 'State. Governments~ 
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Under Article 73 of the Constitution, the Union Government has execu
~ive powers in respect of all matters iri the Concurrent List only if this is 
expressly provided for in the Constitution or in any law made by Parlia
ment. In regard to road transport the executive authority rests at present 
with the State Governments. This has been more or less the position in 
regard to the distribution of powers between the Central Government and 

c~he States (Provinces) ever since the beginning of motor traffic. 

Interstate trade and commerce is included in the Union List (Entry 
·42)•. The Interstate transport thus comes within the Union List.••. 

:Early Legislation to Regulate Motor Transport 

3. The Motor Vehicle Act of 1914 was the first all-India enactment 
'for controlling motor vehicles. This was a comparatively short Act of 19 
.Sections only and did not make any distinction between different types of 
motor vehicles nor was any attempt made to restrict their free movement . 

. At that time motor transport was still in its infancy and it was not until 
:.after the end of the First World War that there was a fairly rapid expan-
sion of motor traffic. The number of motor vehicles of all kinds import

-ed into India was only 4,419 in 1913-14, but had risen to 25,950 in 1927-28. 

4. In an effort to introduce some more adequate form of regulation 
and control the 1914 Act was supplemented in the post-war years by a 
'~lumber of Provincial Acts, and a good deal of thought was given to the 
..question of the codification of the rules and regulations· pertaining to 
-motor transport. A comprehensive set of model rules was brought be-
fore a Conference of the representatives of the Provincial and Central Gov-

·ernments held in l93L It was, however, pointed out that the Act of 
1914 could not support such a comprehensive code and :that the first re

·quirement was a more substantial basic law for regulating the road trans
port industry. 

"The entries in all the three lists in the Constitution such as relate to transport and 
·~ommunications are reproduced at Appendix 4. 

**The term 'commerce' h1s a wide conn:1tation and includes transport and commu
:nications. The following observation in the commentarY on the Constitution of India by 
D. D. Basu (Third Edition, Vol. 2) will be relevant in this connection : 

"Again, by the application of the doctrine of 'Implied and Ancillary Powers' 
the Supreme Court of the United States has used the inter-State commerce 
power of the Congress [Art. 1, Section 8(3)] as a most potent means of expan
sion of the federal power. 

Thus, the power to regulate interstate commerce includes the·pil'Wer to control all 
necessary incidents thereto such as bills of lading, co~tracts of sale and lease 
of property connected with interstate commerce. Agam -

"The power of Congress to regulate commerce carries with it the power over 
all means of instrumentalities by which commerce is carried on". 

So regulation of interstate commerce means-

lJ) regulation of instruments of transport, 
(ii) regulation of the goods that are in transit, 
(iii) regulation of the persoru carrying on that commerce.'' 
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Road-Rail Competition 

5. Meanwhile, the question of road-rail competition was beginning to 
engage attention. Public recognition of the need for co-ordination bet· 
ween these two forms of transport was contained in the report of the 
Indian Road Development Committee which was appointed in 1927 to 
examine the desirability of developing the road system of India and the 
means by which such development could be financed- In the course of 
its report the Committee drew pointed attention to the recommendations 
made earlier by the Government of India Secretariat Procedure Committee 
of 1919 and the Indian Railway Committee of 1920-21 to the effect that 
there was need to constitute one department in the Government of India 
to control all means of transport namely, railways, ports, water transport, 
road transport etc., and it emphasised as "particularly important" that 
"the development of roads and railways should be directed by a single 
policy". · 

Mitche11-Kirkness Report on Road-Rail Co-ordination 

6. With the onset of the economic depression in 1930 competition bet· 
ween railway and road transport was intensified and in 1932 the. Govern· 
ment appointed two officers, K. G. Mitchell, Road Engineer with the Gov
ernment of India and L. H. Kirkness, a railway officer, to enquire into the 
extent of this competition and the possibility of future co-ordination and 
development. According to the Mitchell-Kirkness Report, the competi
tion between rail and road transport was mainly in the field of passenger 
traffic and that also within the zones of I to 50 miles. The carriage of 
merchandise by road transpor~n competition with railways had not de
veloped to any great extent. l.Ih~ Report, however, noted that with the 
revival of trade, the improve1pent of motor vehicles and better organisa· 
tion of motor transport, competition with railways would iqcrease in the 
field both of passenger and goods traffic. Counter-competition by railways 
was not favoured on the ground that this would involve expenditure of 
public money and it was doubtful whether such expenditure in the long 
run could generally achieve its objective. It was suggested, however, that 
the solution of road-rail competition in many cases lay in the railways 
themselves operating road transport on routes running parallel to them 
although t~e would be objections to railways embarking on road 
transport. The Report referred to the advantages offered by motor 
transport a observed that both rail and road transport had their appro
priate fields and it was proper that authority should, so far as possible, 
confine each to that field although the duplication of services over certain 
limited distances could not be excluded. The Report drew attention to 
the considerable difference which existed in the degree of external control 
over railways and road transport and observed that the development of 
motor transport "had temporarily outrun the machinery for its control". 
The view was expressed that, apart from its probable effect on railways, 
public opinion would support some tightening of the control over motor 
transport in order to ensure safer, more convenient and more reliable 
service. It was suggested that the number of buses on any route might 
be restricted and the issue of time tables, publication of schedules of fares 
ami compulsory insurance might be prescribed. On the question of the 
future expansion of railways, the Report noted that "it was unlikely that 
many schemes of new railways could be financially justified parallel to 
metalled roads on which motor transport will take much of the passenger 
traffic". 
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7. The problem of road-rail competition was discussed at a Confer
ence held in Simla in April, 1933. An important outcome of this Con
ference was that Bo~nls of Co~munication were set up in the Provinces 
and a Transport Advisory Counal was created at the Centre. At its second 
meeting, the Transport Advisory Council recommended that steps should 
be .taken to amend the Motor Ve~icles Act, 191_4. Bu_t before fresh legis
.la~10n was enacted, another C?mmlttee-the. Indian Rallway Enquiry Com
mittee, _1~37-made some perti!lent observations on the subject of road-rail 
compet1t10n. Pro~r reg~lauon of road transport, it was stated, was 
necessary not only m the mterest of safety but also in order to guide its 
development on sound and economic lines and such regulation would be 
necessary even if the ra~lway~ did not exist. In regard to passenger s~r
v1ces. a system of route hcensmg was recommended-licences to be granted 
where public need or convenience was shown having regard to the ade· 
quacy of the transpo~t services including transport by rail. For goods 
transport, the Committee favoured a system of regional licensing and 
recommended that permits should be granted to operate within the area 
of a District Magistrate's jurisdiction. The Committee recommended that 
the railways should have full powers on the same terms as the other road 
users (a) to run road services (b) to invest money in or enter into work
ing agreements with road transport undertakings and (c) to arrange road 
transport services through contractors. The Committee urged the import
ance of voluntary co-ordination between the railways and the more im
portant elements in the road transport industry. It proposed that legisla
tion should be undertaken to lay down the principles on which road trans
port should operate. The administration of the Act was to rest with the 
Provincial Governments. 

8. In March, 1938, a Bill was introduced in the Legislative Assembly, 
namely, the Motor Vehicles Bill with two main objectives: (a) to codify 
and bring up-to-date the law regulating motor transport in India; and (b) 
to make possible the co-ordination of various forms of transport. The Bill 
was passed as the Motor Vehicles Act, in 1939. 'Wbereas, the Motor 
Vehicles Act, 1914 contained provision only for compulsory licensing of 
drivers and registration of motor vehicles, the Motor Vehicles Act, 1939 
required all transport vehicles to obtain permits from authorities con
stituted under the Act and restricted them from operating except in ac
cordance with the conditions given in the permits. The Act also 
created machinery for the administration and control of road transport 
which has continued. up to the present day. One of the basic features of 
the Act was that all permits were to be issued either for a region or a 
specified route and a Regional Transpoq Authority in granting new 
permits was required to c~nsider, among other things, the a?equacy of the 
existing road transport services on the route or in the regwn concerned. 
The main consideration in regard to the regulation of road transport 
through permit system was the control of inter se competition within the 
road transport industry. However, the ~c~ containe~ provisions en_lJ.)_ower
ing the State Governments to put restncuons on distances o~ vahctuy_ of 
permits or types of traffic carried or to regulate fares and freights haYmg 
regard, ·among other considerations, to the desirability of co-or~inating 
road and rail transport. The Act was amended in 1956 and spe~tal pro
visions were made in the amended Act for the adequacy of servtces pro
vided by otlher means of transport as well, to be kept in view by ~he 
Regional Transport Authorities while granting a new permit.. An Im
portant feature of the Act of 1956 was the setting up of a new body, name
ly, the Inter-Stare- Transport Commission, to look after the development, 
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co-ordination and regulation of inter-State services. The provisions of the 
Act which are relevant to co-ordination of rail and road transport are dis
cussed in some detail in the next chapter. 

Post-,Var Developments in Road-Rail Co-ordination 

g. The problem of road-rail co-ordination receded into the background 
during the ·world 'Var II when the entire transport system of the country 
was subject to heavy strain. However, in their anxiety about the situa
tion that might 'develop after the War, the Government of India in the 
Department of ·war Transport set up in 1943 a Technical Sub-Com
mittee of the Subject Committee on Transport to consider the future of 
road transport and road-rail relations in the co.untry. The Sub-Committee 
made several far-reaching and far-sighted recommendations, the more im
portant among _which were as follows:-

(i) Goods transport on national highways should be controlled by 
the Centre. 

(ii) The short haul goods traffic should be transferred to roads. 

(iii) As regards long distance goods transport by road, competition 
between road and rail should be prevented by a system of 
regulation, combining an expert judgement on the merits of 
each case on the basis of public and economic need with 
scientific zoning. 

(iv) As regards passenger• transport, "the principle of maximum 
amalgamation of passenger service operators to form sub
stantial concerns on main routes, and of controlled mono
polies on light traffic routes should be the basis of policy". 

(v) l\finimum fares both for rail and road should be established 
by agreement. 

(vi) The railways should develop closer co-operation with road 
passenger transport and ultimately acquire a commanding 
interest. 

(vii) Within the general framework of the Constitution, adjust· 
ments should be made so as to give the Provinces an interest 
in railways and the Centre an adequate yoice in road trans
port. 

The Sub-Committee was not able to suggt:st specifically what 
form these adjustments should take. However, it recom-. 
mended that the necessar' adjustments had to be found in 
the direction of a consolidated Central Transport Budget 
from which, or in parallel with which, the Provinces would 
derive some direct share in the profits and losses of railway:,, 
the Centre having already a large share of the total receipts 
in taxes derived from motor transport. The capital ex· 
penditure on both roads and railways should be contemplated 
and embarked upon as part of the consolidated transport 
budget since such capital was to be ·raised from the same 
sources. Such a pooling of revenues and balancing of ex
penditure would promote the development and maintenance 
of a comprehensive well balanced transport system. 
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(viii) A Central Road and Road Transport Authority to be called 
the 'Indian Road Board' should be set up which should be 
made responsible for development of road and road transport 
in the country. The Board would implement and admmis
ter the geneFal road transpor~ policy! direct the regulation 
of road transport on the national highway system and in
struct the Provincial Transport Commissioners who would 
be the Chairmen of the respective Provincial Transport 
Authorities regardi!lg the policy to be pursued by them. It 
would also deal w1th the appeals from the decisions of the 
Provincial Transport Commissioners. 

The Sub-Committee noted that the last recommendation would cut 
across the existing constitutional distribution of subjects between the 
Centre and Provinces. However, the Sub-Committee emphasised that "the 
future of land transport will be in great danger of lasting damage during 
the ~ransitional period with the consequences possibly disastrous to the 
Provu;1ces and the Centre alike unless there is a unitary policy centrally 
orgamsed". 

10. The suggestion regarding the setting up of a Road Board was con
sidered at the seventh meeting of the Transport Advisory Council held in 
January, 1945. "The majority of the Council recognised that differences 
and disputes as to rating and other matters must inevitably arise between 
the various Earties controlling, providing and using transport and that, 
under the Constitution as it stands, no specific provision exists for the res<?
lution of such differences when centrally controlled railways and pro
vincially controlled motor transport are both concerned. They recognised 
the need for the creation of some independent authority or tribunal, the 
nature, functions and constitutional means of creating which should be 
further explored by the Centre in correspondence with Provinces". This 
was again discussed at the eighth meeting of the Transport Advisory 
Council held in October, 1945. The Central Government while welcom
ing the proposal felt that there were certain practical ;difficulties in 
implementing it. They expressed the view that "ultimately it may be 
that there will be set up in India some wholly independent body on the 
model of the United States Inter-state Commerce Commission. But it 
would first be necessary not only that such a bodv should have a constitu
tional status and authority but also that the issues laid before it should be 
of a juridical nature, i.e., that there should be some competent legislative 
pronouncement in terms of policy against which the tribunal could test 
the issues." However, they felt that the Government of India Act, 1935 
did not appear to include any provision under which such a body could 
be set up or a law of co-ordinatjon could be enacted. Consequently, 
the idea of setting up a Road :Soard on the lines conceived by the 
Technical Sub-Committee was not pursued. 

11. As regards the Technic~! Sub-Committ~e·s recommend~tions con
cerning passenger transport serviCes, the CounCil favoured the x~ea of tJ:e 
railways acquiring a firtancial interest in road transport compames. Th1s 
policy was !>pelt out in detail_ in a 'Vhite ~aper issued ~y th~ Governme.nt 
of India in 1946. The Whxte Paper recommended tnpartxte comp~mes 
being set up in which the railways, the ~tate Governments and ~he l?nvate 
operators should p:uticipate. The pohcy was finally embodied xn the 
Road Transport Corporations Act, 1948, which was replaced later by the 
Act of 1950. 
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The Code of Principles and: Practice 

12. During its seventh session in January, 1945, when the Transport 
Advisory Council considered the recommendations of the Technical Sub
Committee, it discussed in detail the problems of road-rail co-ordination 
and rcommended that the Provinces should agree to regulate motor trans· 
port generally in accordance with a Code of Principles and Practice to be 
drawn up by the Centre with the agreement of the Provincial Governmet1ts 
subject to minor modifications to suit local conditions. In pursuance ol 
thiS recommendation a Code was drafted by the Central Government and 
.circulated to the States in September, 1945. It was approved at the eighth 
meeting of Transport Advisory Council in October, 1945 with minor mod.i· 
fications. .The State Governments were accordingly requested to ratify 
the Code. Their response varied from acceptance without any reservation 
to substantial objections. A Special Comm.ittee was then appointed to 
report on the modifications that might be necessary· The Code as modi
fied by the Special Committee was circulated .for acceptance to the State 
Governments, but again some of them did not give unqualified ·acceptance. 
The Code was then again discussed and finalised at the twenty-sixth meet
ing of the Central Board of Transport held on the 29tih March, 1950. It 
was then circulated to all the State Governments in April, 1950 with the 
request that its provisions should be implemented immediately. The 
important provisions of the Code are summarised below:-

(i) State Governments will organise public passenger transport and 
will form substantial undertakings in whkh the railway or 
railways concerned will be offered on 1easonable terms a 
financial interest,pf not less· than 20 per cent. 

(ii) The State Governments will invite the railway or railways con
cerned to co-operate in setting up a Joint Committee or 
Committees or other suitable machinery for mutual consul
tation in matters affecting road-rail co-ordination and the 
recommendations of such Committees will be given due 
weight by the State Governments and the Railway Adminis
tration concerned. 

(iii) A public carrier permit should normally be valid with due 
regard to geographical conditions, flow of traffic and market· 
ing centres for compact areas, a circle with a radius of 75 
miles. 

(iv) Permits, if any, issued outside this compact area should be for 
specified route or routes only. 

(v) It is open to the State Transport Authority to specify the goods 
to be carried. 

(vi) A Regional Transport Authority .should not, except in accord
ance with the general or specific instructions of the State 
Transport Authority grant, countersign or renew any carriers' 
permits valid for a distance exceeding 75 miles between 
places connected by rail. 

(vii) The Regional Transport Authority should refer to the State 
Transport Authority any application for penriits or renewal 
of a permit for a distance exceeding 150 miles between places 
connected by rail. · 
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(viii) Save. in a~cordance with any regular agreement between the 
railway~ and the State Government, the State Transport 
Auth~nt.Y shall .not normally grant or countersign or renew 
a earner s permit between places connected by rail: 

(a) for ~istances exceeding 150 miles unless the Authority is 
sausfi~d t~at the goods to be carried cannot be transported 
by rail without undue expense or inconvenience at least 
in the outward direction; and · 

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

The Code was not accepted by several of the State Governments. The 
Governments who accepted all or most of the provisions of the Code were 
Mysore, Uttar Pradesh, Rajasthan, Orissa, Mahakoshal and Vindhya Pradesh 
area of Madhya Pradesh, Himachal Pradesh and Manipur. These Stale 
Governm~nts. coQv.eyed their acceptance t? the Ministry of Transport and 
Commumcat10ns , m the same year or m the following year and pr<r 
ceeded to take steps to implement the Code. 

13. The fact that the Code was I)_Ot accepted by all State Governments 
diC. not, at that time, 1-'rove to be of great practical significance, for in the 
period immediately following the cessation of hostilities the whole trans
p;~Tt system of the country continued to be subject to heavy pressure, so 
much so, that the Motor Transport Taxation Enquiry Committee which 
submitted its report in 1950, recommended inter alia that the restriction~ 
on the carriage of goods imposed by the Code should not be enforced for 
three yean. as there was little or no road-rail competition in the country. 
Althou~h this recommendation which was considered at the 12th meeting 
of the Transport Advisory Council held in April, 1951 was not accepted. 
it reflected the general feeling prevailing at that time that road-rail com~ 
pt7tition was not an immediate danger; indeed there seemed to be more 
likelihood of the growth. of the road transport industry being unduly 
throttled. Even the States which did not accept the Code did not ali 
proceed to issue permits without any restrictions on the distances or the 
areas for which thetSe permits were valid, and most State Governments 
were known to have imposed distance restrictions to varying extent on 
the road transport industry. A major factor hampering the development 
of the industry at this time was uncertainty about its future. Several 
State Government$ in the hope of being able to nationalise road transport 
in future were issuing permits for temporary periods of 4 months at a time 
and the industry was being subjected to a great deal of harassment owing 
to permits having to be renewed frequently after short intervals. 

The Study Group on Transport Planning 

14. The question of the proper organisation of the road transport in· 
dustry and its co-ordination with rail transport cal?e once. mor~ to the 
forefront in 1953 when the programmes undertaken m the F1rst F1ve Year 
Plan began to have their impact on the transportation system of the coun
try. A departmental Study Group was set up in 1953 to make recom
mendations on pl~nning of the tr~sport _industr~. The Study Group 
made certain detailed recommendatiOns w1th a VIew to enablmg road 
transport to play its proper role in the national economy._ I~ was of the 
opinion that the Code of Principles and Practice was an elastic document 
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based on sound economic principles, but suggested that the mileage limit 
for the free issue of permits for goods transport between. points connected 
by the railway be increased from 75 miles to 150 miles. It also recom
mended the following order of priority for the expansion of road transport 
services: 

(I) Passenger and goods traffic in areas not served by railways; 
(2) Passenger and goods traffic in rural areas; 
(3) Passenger ~4 goods traffic on feeder roads to rail-heads; 

(4) Passenger transport over distances not exceeding 150 miles in 
areas served by railways; and 

(5) Carriage of goods over distances ordinarily not exceeding 150 
miles in areas served by railways, 

At the fifteenth meeting of the Transport Advisory Council held in 
February, 1956 some of the State Governments urged that as the railw~ys 
were not in a position to lift all the goods offered to them, the restrictions 
imposed under the Code were unnecessary. The Council agreed that the 
relaxation of the Code could be consi<!_ered in relation to specific routes 
and areas and recommended that States shotJld send their proposals for 
relaxation in respect of specified routes and areas to the Ministry of Trans
port who would consider these in consultation with the Ministry of Rail
ways. Some of the State Governments made recommendations in regard. 
to the relaxation of the Code but in very few cases did they specify the 
routes or areas and the recommendations on the whole were of a general 
character. 

M ussoorie Conference 

15. In 1957, the State Transport Commissioners/Controllers in a con
ference held at Mussoorie, made the following recommendations among 
others:-

(i) that ~rmits should be given to' whoever produced a serviceable 
vehicle; . 

(ii) that goods transport vehiclel!io should be allowed to operate 
freely within a State; and 

(iii) that the Code of Principles and Practice in the regulation of 
motor transport should be suspended for a period of five 
years, after which the matter should be reviewed. 

16. The Ministry of Railways, objected to the relaxations recommend
ed by the Conference and after inter-departmental discussions between-the 
Ministries of Railways, Transport and Communications and the Planning 
Commission and after consultations with the Inter-State· Transport Com
mission, the following policy decisions were taken. A few State Govern
ments have accepted these decisions while others are understood to be un· 
willing to accept them. 

(a) Permits for public carriers may be issued freely for distances 
upto 300 miles or for regions with radius upto 150 miles. 

(b) As regards inter-State permits for distances beyond 300 miles, 
if the local railway administration (who must be consulted 
before issue of permits) object to the issue of such permits, 
the matter should be referred to the Inter-State Transport 
Commission. 
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(c) Even in respect o~ permits for intra-State routes exceeding a dist
ance of 300 miles, the State Governments were to be advised 
tO consul~ ~he I!lter-State Transpor.t Commission if the rail
way ~dmmiStratiOn concerned objected to the issue of such 
penults· 

These decisions were conveyed to the State Governments by the Ministry 
of Transport and Communications in June, 1959. 

The Recommendations of the Road Transport 
Reorganisation Committee (1959) • 

I~. The ~oad_Transport Reorganisation Committee (1959) which was 
appomted pnmanly to survey the machinery for administration of motor 
tr~nsport in the States and to suggest a model administrative set-up for 
this purp_ose, went in some detail into the licensing policies pertaining to 
commercial road transport and made several recommendations in this re
gard. The major recommendations made by the Committee in recrard 
to licensing policy which have important implications from the poin~ of 
road-rail co-ordination are reproduced below:-

1. Private carriers' permits for bona-fide use should be issued without 
any restrictions and the permits may be valid in the State 
or as many States as desired by the applicant. 

2. (a) Within the estimated overall capacity of the State, the issue 
of intra-State public carriers' permits should be free and 
unrestricted subject to the allocation of a certain number of 
permits to each region in order to ensure all sided develop
ment. 

(b) All intra-State permits issued for goods vehicles . should be 
valid for the whole of the State subject to the proviso that any 
operator can confine himself to a region and pay a lower 
rate of tax. The present permit holders should be given the 
option to secure State wide validity subject to eligibility. 

3.' (a) Stage carriage permits should continue to be issued for speci
fic routes but the number of stage carriages that should ply 
on each route should be fixed and reviewed annmilly. 

(b) A more liberal_policy- ~hould be fol!~~ed in the grant <;>f stage 
carriage permits until tra,·el faCilities catch l!P ":Ith the 
demand. Increase in the present.J!um~er of ~eh!cles IS neces
sary on routes where existing occupation ratio IS more than 
70 per cent. Permit holders with good records should have 
guarantee of renewal. 

4. States may be left free to initiate and negotiate prCoposa~s _for 
inter-State traffic but the Inter-State Transport omm1ss10n 
should be vested wit!:~ powers to issue pe~its in case of need. 
The Commission should also be armed with neces.sary execu
tive staff for proper functioning instead of bemg wholly 
dependent on the States. 

5. The Inter-State Transport Commission may function on. t~e lines 
of the United States Inter-State Commerce Comm1ss1on. 
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6. On the bm>is of the present po~rs vested in the Inter-State 
Transport Commission, the Committee recommends that the 
Commission should receive proposals from the States relating 
to inter-State traffic by the end of December every year and 
take necesiary action. 

7. Permits for inter-State transport of goods should be issued follo.w
ing a liberal policy somewhat on the system prevailing in the 
U.S.A. where the governing factor is public convenience and 
necessity to meet all-felt needs. 

18. These recommendations were discussed at the meeting of the Trans
port Development Council held in March, 1960. Recommendations at 
Nos. I and 3 (a) and (b) were accepted by the Council· As regards recom
mendations 2 (a) and (b), the Council was ·pf the view that these would 
impinge upon the subject of road-rail co-ordi.nation and decision on these 
should be postponed till the report of the Committee on Transport Policy 
and Co-ordination was available. Similarly, decisions on recommenda
tions Nos. 6 and 7 were also postponed. As regards 4 and 5, the Minister 
of State for Transport and Communications explained at the meeting that 
it was considered advisable for the Commission to try and bring about 
reciprocal arrangements by advice and persuasion rather than by issuing 
directions. 



CHAPTER VI 

LICENSING POLICIES PERTAINING TO COMMERCIAL 
ROAD TRANSPORT 

In this chapter, we propose briefly to mention the provisions in the 
Motor Vehi~les Act, 1939 (as ame~ded .in 1956) pertaining to the licensing: 
of commerCial road transport services m the States and practice followed 
by the State Governments in regard to the issue of various types of permits. 
In dealing with the existing practice, we have confined our attention to 
freight services only. In respect of passenger services, several State Gov
ernments are understood to be going ahead with the nationalisation pro
grammes and the services in the hands of private operators may be expect
ed to be gradually reduced in number. In regard to these services, there
fore, we have separately considered arrangements for co-ordination between 
nationalised undertakings of the States and the railways (Chapter XII). 

2. The following paragraphs briefly explain the provisions of rhe 
Motor Vehicles Act, 1939 (as amended in 1956), which govern the licensing 
policies in regard to commercial road transport. 

State and Regional Transport Authorities 

3. According to Section 44 of the Act, each State Government is. 
required to constitute a State Transport Authority for the entire State 
and Regional Transport Authorities for different regions in the State. It 
is laid down. that "the area specified as the region of a Regional Transport 
Authority shall in no case be less than an entire district, or the whole area 
of a Presidency town". The Act puts a lower limit on the size of a region~ 
but does not fix any upper limit. 

A State Transport Authority is expected to discharge the following 
functions: 

(a) to coordinate and regulate the activities of the Regional 
Transport Authorities and to perform the duties of a 
Regional Transport Authority where there is no such 
Authority (i.e., in Union Territories); 

(b) to settle all disputes between Regional Transport Authorities; 
and 

(c) to discharge such other functions as may be prescribed. 

A Regional Transport Authority is empowered to grant permits ~nd 
counter-signatures for all types of transport vehicles. 

4. According to Sections 47 and 55, a Regional Transport Authority,. 
in considering an application for a stage carriage /public carrier permit, 
has to have regard, inter alia, to the following consideration: the ade
quacy of other passenger transport services/goods services operating or 
likely to operate in the near future, whether by road or other means 
between the places to be served. Under t~ese S~ctions, the Regi?nal' 
Transport Authority has to take into consideratiOn any representatiOns. 
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made by persons already providing passenger jgoods transport facilities by 
any means along or near the proposed route or area. 

Permits for Intra-Regional and Inter-Regional Operations 

5. Section 57 of the Act lays down the procedure to be followed by 
Regional Transport Authority for the issue of intra-regional permits, that 
is, the permits valid within a 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 IP.anner together with a notice 
of the date before which representations in connection therewith may be 
submitted and the date, not being less than 30 days from such publication, 
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 representation shall have aQ. opportunity of being 
heard. 

6. According to Section 63, a permit granted by the Regional Trans
port Authority of any region shall not be valid in any other region unless 
the· permit has been counteTSigned by the Regional Transport Authority 
of the other region. For the grant of countersignatures for inter-regional 
operation, the same procedure has to be followed as for the issue of the 
intra-regional permits (outlined in paragraph 5 above). 

Permits for Inter-State Operations 

7. As regards inter-State opef';ltion of goods vehicles on a regular basis. 
Section 63 (1) of the Act lays down that a public carrier permit in any 
one 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 new permits i.e., representations have to be invited and heard. 
However, an exception to this procedure is provided in the case of counter
signatures granted under reciprocal agreements between States. "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 Tra:nsport 
Authority of another State or by the Regional Transport Authority 
concerned as a result of any agreement arrived at between the States". 
[Section 63 (3) proviso] .. 

Temporary Permits 
8. The provisions quoted above relate to issue of regular permits tor 

regular operations. For issue of temporary permits (permits to be effective 
for a limited period not to exceed 4 months) the procedure -laid down in 
Section 57 is not required to be followed .. (Section 62). The purposes for 
which temporary permits can be issued under the Act are defined as 
follows:-

( a) for the conveyance of passengers on special occasions such as to 
and from fairs and religious gatherings, or 

(b) for the purpose of a seasonal business, or 
(c) to meet a particular temporary need, or 
(d) pending decision on an application for the renewal of a permit. 
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Inter-State Transport Commission 

9. Under Section 63-A, the Inter-State Transport Commission shall 
perform throughout,. an inter-State region all ot such of the following 
functions as it may be authorised to do by the Central Government by 
notification in the Official Gazette, namely:-

(a) to prepare schemes for the development, co-ordination or 
regulation 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 develop
ment, co-ordination or regulation of the operation of trans
port vehicles in an inter-State region; 

(c) to issue directions to the State Transport Authorities or 
Regional Transport Authorities interested regarding the 
grant, revocation and suspension of permits and of counter
signatures of permits for the operation of transport vehicles 
in respect of any route or area common to two or more 
States; 

(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 more States as may 
be specified in this behalf by the Central Government; 

(e) to perform such other functions as may be prescribed by the 
Central Government under Section 63C. 

So far the Commission has been authorised to perform functions 
under clauses (a), (b), (c) and (e), but not those specified in clause (d) 
above. It may be mentioned that powers under (d) will need to be 
exercised only if the powers under (c) fail. Sub-Section (4) of Section 
63A provides that where. the Commission in the exercise and discharge 
of its powers under (c) above issues directions to any State Transport 
Authority or Regional· Transport Authority, the State Transport 
Authority or Regional Transport Authority, as the case may be, shall give 
effect to, and be guided by, any such directions. Under an existing con
vention reached between the Ministry of Transport and Communications 
and the Ministry of Home Affairs, however, the Interstate Transport 
Commission is required in cases where there is disagreement between the 
Commission and a State Government or between one State and another 
which the Commission is unable to resolve, to refer the matter in dispute 
to the Zonal Council concerned (or Zonal Transport Committee that 
may be constituted for the purpose) for bringing about a settlement. It 
is only if the Zonal Council is unable to settle the dispute that the Com
mission will issue a direction under (c) above. 

Licensing Policies being Followed by 
the State Governments 

10. The above paragraphs set out the important provisions in the 
Motor Vehicles Act. We have also described in detail in Chapter V, the 
basic policy decisions taken and the distance limits for licensing adopted 
from time to time for the regulation of commercial road transport in the 
context of .road-rail co-ordination. The Committee in the course of its 
investigations has tried to study the existing procedures and practices fol
lowed by the Transport Authorities in issuing permits for various types 
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of vehicles, and the more salient facts which have emerged from this study 
and need to be given careful consideration are set out in the succeeding 
paragraphs. 

Distance Limits in Regard to Grant of Permits 

II. Taking first the permits for intra-State operations, the Committee 
has noticed that several State Governments are following a liberal policy 
with regard to countersignature of permits from one region to another 
and although the primary permits issued on a regional basis may be 
valid for a distance of 300 miles only, these permits on countersignature 
can operate in practice over much longer distances. The factual position 
about the practice followed in regard to the issue of permits for inter
regional operations in various States is set out b,elow. In Punjab permits 
for goods vehicles are issued on a regional basi~ by the State Transport 
Commissioner, but are countersigned freely for the entire State on pay
ment of a prescribed fee. In the case of Rajasthan each Regional Trans
port Authority is authorised to grant three types of permits, namely, (i) 
permits for fixed routes, (ii) for one region only, and (iii) for the State 
as a whole. The Uttar Pradesh Government have authorised each 
Regional Transport Authority to grant permits valid upto three regions 
and permits for still larger areas are issued by the State Transport 
Authority. The Madras Government are understood to have grouped 
regions into four zones, each zone consisting of three to four regions and 
each Regional Transport Authority can issue permits valid over the Zone 
as a whole. Each Regional Transport Authority in Madras is also 
authorised to countersign permM for three routes in the neighbouring 
zones. In Kerala permits are granted for operation all over the territory 
of the State. The Orissa Government are understood to have recently 
decided to make all permits valid for the State as a whole. The State 
Governments of Bihar, Maharashtra, Gujarat and Assam have informed 
the Committee that countersignatures for inter-regional operations are 
being granted freely. 

Section 68 of the Act provides that a State Government. may make 
rules with respect to the conditions subject to which, and the extent tQo 
which, a permit granted in one region shall be valid for another region 
within the State without countersignature. It is possible that several 
State Governments have framed rules under this Section dispensing with 
the need for countersignatures of permits for inter-regional operations. 

Inter-State Operations 

12. Countersignatures of permits for inter-State operations are granted 
in several States under reciprocal agreements arrived at between the 
State Governments concerned. Several States have concluded such agree
ments under which the number of vehicles to be allowed to operate on 
the routes common between them is fix~d (vide list at Appendix 5). The 
State Governments do not in practice consult the Inter-State Transport 
Commission before arriving at the number of countersignatures to be 
granted under reciprocal agreements on inter-State routes or when the 
number of such countersignatures· is to be revised. from time to time 
under these agreements. As stated in paragraph 7 above, in the case of 
countersignatures to be granted under reciprocal agreements between 
States, it is not n'ecessary for the Regional Transport Authority or the 
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State Transport Authority concerned to follow the procedure of represen
tations being invited and heard. Under Section 43 (1) (iv) of the Act, 

a State Government, having regard, among other considerations, to 'he 
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 directions is published in the Official Gazette and objections 
or suggestions received in this connection are considered, after giving an 
opportunity to the parties interested of being heard. The relevant pro
vision of the Act, as at present worded, is of permissive nature. In 
several States, no directions are issued (or notified) by the State Govern
ments to the State Transport Authorities concerned. Thus, under the 
present. arrangements, the railways do not always get advance information 
about the permits to be countersigned on the inter-State, routes common 
between two or more States and have no opportunity to file their 
representations against the grant of such countersignatures. It is a matter 
for consideration whether and in what manner the provisions of the Act 
.can be amended so as to ensure coordination between railways and road 
transport on the inter-State routes. 

Grant of Temporary Permits 

13. The Committee has also noticed that in several States temporary 
·permits are being issued under Clause (c) of Section 62. These permits 
·are issued ostensibly 'to meet a particular temporary need' and do not 
require countersignature for inter-regional or inter-State operations (vide 
·sub-Section 4 of Section 63). At the instance of the Committee, the 
Ministry of Transport and Communications have collected figures from 
some of the States in regard to the number of temporary permits issued 
for distances of 300 miles and above and the available information for 
a period of six months, .i.e. from January to June, 1960, is presented in 
a statement at Appendix 6. It will be observed that a large number of 

'temporary permits are being issued by various Regional/State T~ansport 
Authorities for distances of 300 miles and above. These permits can 
broadly be placed in t!he following four categories: 

(a) First, in some of the States, temporary permits are issued for 
the newly acquired vehicles pending the issue of regular 
permits which must necessarily take time. 

(b) Second, in the case of the States which have not yet arrived 
at reciprocal agreements between themselves, the inter
State operations are allowed under temporary permits or 
temporary C_.?untersignature_s. 

(c) Third, some State Governments in the reciprocal agreements 
in respect of inter-State traffic have made a provision for 
the issue of a certain number of temporary permits in 
addition to the regular permits provided for under the 
agreements. 

(d) Fourth, temporary permits are issued by a few States for long 
distance haulage between important towns; as for instance, 
between Delhi and Calcutta, Delhi and Bombay, Delhi and 
Bangalore and Bombay and Calcutta, etc. 
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A large number of temporary permits seem to belong to the categories 
(b) and (c) above and permits in category (d) appear to be issued in 

comparatively small numbers. The phrase 'temporary need' is not defin· 
ed In the Act and it is thus left to the discretion of the Regional Trans
port Authority or the State Transport Authority, as the case may be, to 
decide the need for such permits. The Act, however, specifically lays 
down that a temporary permit shall, in no case, be granted in respect or 
an)' route or area specified in an application for the grant of a new 
regular permit, and that a temporary permit, in no case, be granted more 
than once in respect of any route or area specified in an application for 
the renewal of a permit during the pendency of such application for 
renewal. The Committee is not aware of the procedure that is followed 
by the Regional/State Transport Authorities to assess the genuineness or 
otherwise of the need for temporary permits.. The Railway Board have 
brought to the notice of the Committee several instances in which tem
porary permits were granted without the need for such permits having 
been clearly stated by the applicants. The Board have also cited several 
examples of vehicles which have been using temporary permits over and 
over again for a few months in succession for P!actically the same routes. 
A number of road transport undertakings advertise in newspapers for 
haulage of goods over long distances and in their advertisements they 
specifically mention that .goods will be carried without transhipment. 
The advertisements convey the impression that these pndertakings· pro
vide regularly scheduled services over long distances traversing a number 
of States as, fo.r instance, between Delhi and Calcutta, Delhi and Bombay, 
Bombay and Calcutta, etc. Movements over such long distances are 
being arranged on the basis o{.•temporary permits. 

The issue of temporary permits in large numbers is clearly not in the 
interest of coordination either within the road transport industry itself 
or between the railways and road transport, because the existing opera
tors on the routes concerned or the railways do not have the opportunity 
to file objections in regard to the issue of such permits. 

14. The Inter-Stat(\ Transport Commission has expressed its vi~w 
about this practice of issuing temporary permits by the various State 
Transport Au~horities as under:-

...... the carriage of all kinds of goods regularly month after month 
cannot in any way be said to be a temporary need. When 
the issue of temporary permits is restricted so as to conform 
·to the provisions of section 62 of the Motor Vehicles Act, 
1939, regular needs are necessarily to be met by the issue 
of permanent permits which will have to be granted after 
consulting the Railway authority concerned. 'Temporary 
permits' obtained as a· short cut to circumvent the formali
ties prescribed for a regular permit amount to an evasion 
of the law". 

15. In this connection, it may be relevant to mention that the State 
Transport Commissioner in the Punjab under Section 62 of the Motor 
Vehicles (East Punjab Amendment) Act, i.e. Aet 28 of t948, is authorised 
to issue temporary permits to be effective for a limited period, among 
other purposes, "in any circumstances as may, iri the opinion of such 
authority, justify the grant of such permits". The Punjab High Court 
in a judgement given in 1958 ruled that the Central Act 100 of 1956 (i.e., 
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Motor Vehicles ~endment Act, 1?56) h~s not provided anything repug
nant to the PunJab Act, and there 1s nothmg to show that the Parliament 
had covered the whole field of legislation on the matter of issuing tempo
rary permits and the purposes for which they could be issued. The Court 
thus ruled that the relevant provisions in the Punjab Act were not "so 
repugnant to or inconsistent with" the corresponding provisions of the 
tentral Act of 1956 that they "must be deemed to have been impliedly 
repealed". The Court, of course, observed that it would have been per
haps good if the provision in the Punjab Act had been expressly or 
impliedly repealed by the Parliament. · 

The Madras Government have amended Section 62 of the Motor 
Vehicles Act and thereby empowered the Regional Transport Authoritie~ 
to issue temporary permits under such circumstances as may in their 
opinion justify the grant of such permits (vide Madras Act XX of 1948). 
This provjsion of the Madras Act is in force in Andhra Pradesh also. It 
is possible that in other States also such amendments may have been 
made to the Act of 1939 as applicable to those States which may not have 
been expressly or impliedly repealed by the Parliament. 

16. The Committee has no ldetailed ·information as regards the 
possible effects of the liberal policy with regard to the grant of permits 
·On the coordination within the road transport industry itself. The 
opinion expressed. by the All India Motor Unions' Congress, who repre
sent the road transport operators, is quoted below for what it is worth:-

"The operators do feel, and rightly. too, that for the present. fur
ther issue of permits is not justified on any economic 
grounds, though for political or other reasons, these continue 
to be issued"•. 

17. As regards the possible effect on the interests of the railways of 
the policy with regard particularly to the issue of long distance permits~ 
we slhall deal with this in subsequent chapters where we discuss thf' 
recent trends in the distribution of traffic between railways and road 
transport and more particularly the trends in the pattern of traffic on the 
railways and their effect on the railway finances. 

18. It is possible that the liberal policy followed by the State Govern
ments in regard to the countersignatures of permits or the issue of long 
distance permits may, in certain cases, be due to the impression that the 
railway facilities available in the regions or the routes concerned are not 
adequate to meet the demands of traffic. Moreover, there may be genuine 
demands for long distance haulage by road in particular cases because 
of the special needs of traffic in question. On the other hand, in nume
rous cases, the demand for long distance haulage by road transport may 
arise largely because of the fact that the freight charged by road trans
port in respect particularly of high-priced goods is substantially lower 
than that charged by the railways. 

The Road Transport Reorganisation Committee (1959) recommend
ed that there should be a separate Deputy Transport Commissioner 
attached in each State who should be incharge of Planning and Develop
ment vVing and should be an expert in the economics of transport and 
traffic engineering and should be responsible for traffic surveys and for 
----- -------- --------

*Vide their letter dated the 12th July, 19So addressed to the Committee. 



recommending to the Government and the State Transport Authority 
concerned ·the· quantum of increase required for various types of road 
services. This information, the Committee recomiiJended, would provide 
the basis on wh!ch the· State Transport Authority might be in a position 
to fix the relevant quotas for permits for additional vehicles. The 
recommendation was later accepted by the Transport Development 
Council. The Committee is, however, not aware whether and to what 
extent the recommendation has been given effect to by the State Gov
ernments. In so far as the Committee has been able to collect informa
tion in this behalf, it may be stated that no appropriate machinery exists 
at the State or the regional level to scientifically assess the need for new 
permits to be issued or for countersignature of permits for inter-regional 
or inter-State routes. 

J 9. The policy and practices in regard to 'licensing of commercial 
road transport, which have been detailed above, will need to be examin
ed carefully having regard to the long-term considerations pertaining to 
road-rail coordination and against the background of division of authority 
between the States a_nd the Centre in regard to the regulation of road 
transport as stipulated in the Constitution. 



CHAPTER VII 

EXISTING STATE OF ORGANISATION OF ROAD TRANSPORT 
INDUSTRY AND ITS CAPACITY TO UNDERTAKE 

PUBLIC SERVICE OBLIGATIONS 

Possibility of Extension of Social Obligations 
to Road Transport 

As explained in Chapter Ill, certain social obligations have to be 
placed on the railways in the larger public interests. A very important 
matter for consideration in regard to road-rail co-ordination is whether 
it is possible to place similar obligations on road transport also so as to 
remove the inequality of conditions of competition between the two. 
Nowhere in the world has any Government found it possible to equalise 
the conditions of competition between rail and road either by relieving 
both these means of transport completely of these obligations or subjecting 
both to exactly similar obligations. To quote from a note prepared by 
the Secretariat of the U.N. Economic Commission for Europe for the In
land Transport Committee of the Commission in June, 1958: 

"Some Governments believe that the undertakings (transport) 
· would probably continue to give the public perfectly satis-

factory service, even if their public service obligations were 
abolished. A large number of governments, however, con
sider that their countries' economic and social needs would 
no longer be satisfied if these obligations were abolished. 
While they agree, though subject to many qualifications, to 
certain forms of relief, they decline to allow the under
takings complete freedom to decide on the density of their 
operations and the frequency of their services, or full dis
cretion to bring their tariffs into line with their costs and 
with transport market conditions. The decision would 
appear to depend primarily on economic and demographic 
conditions in the country in question. In densely populat
ed ~nd comparatively small countries, 'public service obliga
tions' can presumably be abolished as regards freight traffic 
or even passenger traffic without a failure on the part of 
the undertakings to provide the public with essential services, 
and the elimination of standardized railway tariffs may not 
cause any serious economic or social difficulty. The same 
is not true, of course, of less densely populated or larger 
countries where large areas might be deprived of regular 
services and where the abrupt abandonment of the system 
of standardized railway tariffs might upset the equilibrium 
of the economy. Now, the object of co-ordination is not only 
to ensure that the distribution of traffic conforms to the 
public interest and to safeguard the financial stability of 
undertakings; it must also make it possible to maintain 
essential public services .... To extend to the road and the 
inland waterways in general the obligation to provide ser-

50 
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vices would be impossible, inadvisable and ineffective. 
Impossible, because the imposition of such an obligation 
on a small-scale undert;tking does not make sense. Inadvisa· 
ble because the overall cost of tran!(port would be increased 
wi(hout advantage to anyone; should it be considered 
necessary to organize a service not based on purely co~If"Y 

mercia! considerations, it would be unnecessarily costly to 
have two answering the same needs. Ineffective, because 
the impact of that obligation on the undertaking in ques
tion would in general be very different from what it is on 
the railway." 

2. The present state of organisation of the. road transport industry in 
->this country deserves to be considered before a_ny thought could be given 
to the possibility of the industry sharing some- of the obligations o~ the 

·railways. In regard to passenger services~ almost all State Governments 
have undertaken nationalisation programmes (and the nationalised 

-undertakings in the States) are estimated to provide 30 per cent of the 
·-services, the remaining 70 per cent being still in the hands of private 
operators. Almost all the State Governments, however, are anxious to 
-extend the sphere of nationalised services and the share of nationalised 
undertakings in the passenger services is expected to increase further 
-during the periods of successive five year plans. The freight services, 
on the other hand, are almost entirely in the hands of private operators, 
except in Himachal Pradesh and,. to some extent, in Manipur where these 
services have been nationalised~·'having regard to the peculiar conditions 
in these territories. The State Governments do not so far appear to be 
.anxious to nationalise goods services. In fact, the Planning Commission 
has advised the State Governments not to include any nationalisation 
,programme for freight services in the Third Five Year Plan. 

The road transport ihdustry in the private sector, particularly the 
-part of the industry engaged in freight services, is owned at present by 
a large number of small operators, a majority of whom just own one 
vehicle each. According to the Road Transport Re-organisation Com
mittee, 1959, "most of the operators in the field are small men, lacking 
·a high degree of education or managerial training, without adequate 
·financial resources, subject to a lot of harassment and a certain degree of 
squeeze from police and other authorities, constantly driven from pillar 
to post in pursuit of permits and facilities, and functioning generally 
in a somewhat disorganised manner". We have attempted to collect facts 
-and figures to indicate the distribution of the industry according to the 
size of the unit and the data obtained by us which pertain to 
deven States, are presented in Appendix 7. These statistics confirm 
that the indnstry is owned largely by small individual operators. The 
First Five Year Plan had emphasized the desirability of the existing 
private operators amalgamating, wherever possible, into big viable units 
to enable them to achieve better returns and maintain better standards' 
of operation. The Government of India have throughout this period 
pursued the question of the formation of viable. units in the industry 
out without attaining any significant results. In fact, they have failed 
-even to reach a clear-cut policy decision acceptable to all the States. The 
Road Transport Reorganisation Committee recommended that· the Cor-
1ffiation of efficient viable units should be encouraged in all reasonable 
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and legitimate ways; but the Committee at the same time was of the view 
that no ban should be placed on the owner of a single vehicle in the case 
of goods transport. The Committee made certain suggestions with 
regard to the size of viable units both for goods and passenger services. 
These recommendations were discussed at the meeting of the Transport 
'Development Council held ip. New Delhi in March, 1960. The Council 
recognised that for bringing about better organisation in the road trans
port industry, it would be useful to encourage the formation of viable 
units. It was, however, felt that to give preference to these units might. 
lead to the creation of vested interests which would be undesirable. 
The Council, therefore, recommended that no rigid pattern should be 
prescriBed in this regard and that the State Governments might consider 
the copstitution of such units according to their individual needs. The 
past experience shows that in the absence of any clear-cut policy backed 
by deliberate effort on the part of the State Governments, it will be un
realist~c to expect the industry to be organised in the form of viable units 
over any reasonable period of time. 

3. A comparatively recent development in the field of road transpon 
is the rapid growth of booking agencies. namely, the intermediaries
in the industry who do not necessarily in all cases own any vehicles of 
their own but undertake booking of business ori behalf of the operators 
on a commission basis. The Study Group on Transport Planning (1953) 
made the following observations in regard to the role of these inter
mediaries: 

"Considerable harm has been done to the motor transport indus
try by intermediaries, popularly known as goods booking: 
and forwarding agencies. Often such agencies have not even 
premises of their own and do not have any responsibility 
to discharge except to bring the lorry owner and the user 
of the transport together. Such, intermediaries are known 
to exist in other countries, U.S.A., also. but there they are 
properly licensed and have to act S'llbject to certain statutory 
safeguards". • . 

The All India Motor Unions' Congress in their letter dated the 12th 
July, 1960, to tfie Committee have said that 

" .... the goods booking and forwarding agents who accept the 
goods from the public for transportation, charge higher rates 
to the consignors. But in the absence of any regulations 
they are free to and always indulge in bargaining with the 
individual operators in the matter of rates. A great 
majority of the operators having no facilities of their own .. 
to accept or store the goods, are always at the mercy of these 
agents and have no alternative but to accept the rates otfer
ed" .. 

The Indian Roads and Transport Development Association has in 
its memorandum to the Committee recommended that 

"One essential condition for the healthy growth of road traffic is. 
to organise reliable booking agencies to function in the 
same manner as railway booking offices". 

------------------------•Report of the Study Group oa Transport Planning, Government of India (I95:t 
page 101. 
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The Ministry of Transport and Communications, ~t is und~rstood. 
-are formulating certain proposals to regulate ·the booking agencies. 

4. Several officials and non-officials concerned with the road trans
.port industry in their informal discussions with the Chairman of the 
Committee have pointed out that there are numerous instances of the 
road transport operators resorting to practices like overloading, evasion o! 
taxes and circumventing regulatory measures imposed under the law. 
The overloading of vehicles seems to be the common practice in almost 
all regions of the country. It has been argued that the o_perators resort 
to overloading with a view to increasing their profits from the business 
.and if only the practice of overloading could be stopped, the competition 
from road transport might well be expected not to affect the railways 
seriously. 

Some of the malpractices in the road transport. industry to which our 
at~ention has been drawn are, in fact, found in certain other forms of 
transport also. Many of the defects which exist in the industry follow 
from the ownership of the industry being widely dispersed and the conse• 
quent competition inter se. It may be relevant to quote here the follow
ing observations made in the April, 1960 issue of 'Motor Transpo1·t'-a 
Journal of the All-India Motor Unions' Congress: 

" .... the composition of this industry is such. so far as goods trans
port services are concerned, that there is an acute cbmpeti-
tion in ter-se . .... · .......... . 

" ..... the great' rna jority .of the ope~ators being individuals owning 
just one or two trucks; their dependence on middle men
the so-called booking and forwarding agents, for soliciting 
traffic; .their having raised huge loans at a very high rate 'of 
interest due to complete lack of any credit facilities by the 
Government; and a host of other factors are responsible for 
their very sad plight". 

5. Having regard to the conditions obtaining at present, it is a matter 
for consideration whether the industry could be made to follow any code 
of conduct or discipline as might be necessary in the interest :of road-rail 
coordination. During informal discussions of the Chairman with the 
Indian Roads and Transport Development Association (l.R.T.D.A.) in 
February, 1960, it was suggested that the Association might give thought 
to the question as to how far the road transport industry in India, as at 
present constituted, could be asked to bear the obligations of a common 
carrier. The I.R.T.D.A. in its memorandum submitted to the Committee 
in April, 1960, has pointed out that the railway!> are in a position to under
take obligations of common carriers mainly because 

(a) the railways have a freight structure which is based on a mono
poly of all traffic and hence it is possible for them to agree to 
carry traffic of every description; 

(b) on account of monopoly, the railways can have an idea of the 
traffic pattern in both directions; and 

(c) the railways control both the track and the rolling stock and are 
in a position to repair promptly damage to track etc. 



The .l.R.T.D.A .. has furthe.r pointe~ out that none of these conditions~ 
apphed to road transport mdustry m India and that since it has na.• 
monopoly of traffic~ i~ cannot esti~ate the volume of traffic likely to be· 
offered. Further, 1t Is not permitted to operate· truck-trailer combina-· 
tions whic~ can be employed for carrying cheaper materials like coal and! 
raw matenals. On accou~t of these ~ea~on.s, the roa~ transport industry 
has to carry such traffic as Is offered w1thm Its economic rate of operation; 
Further, road transport has no security of tenure as permits are to be 
renewed every five years. Finally, the I.R.T.D.A. has observed that "a 
good deal can be done by abolishing all the present restrictions and 
,in~ibitions an~ creating the same conditions of operation as for the 
railways. For mstance road transport operators can be invit~d to quote 
a schedule of rates at whi_c~ it will b~ obl_igatory on th~m to carry the 
goods offered. Also conditiOns regardmg msurance, delivery and time--
tables can be stipulated." 

. 6. There are many regions in. the country where road transporh 
1s the only rueans of transport available or has to carry by far the largest 
part of traffic. The Committee has no evidence to show that the road, 
transport industry in such regions has had a tendency to get better
organised so as to be able to undertake such obligations as are necessary 
to be undertaken under conditions of virtual monopoly. The basic ques-· 
tion to consider is whether the :wad transport industry could be so orga
nised that it can be depended upon to undertake the public service obli-
gations similar to those which are placed on the railways. The Committee 
has not been able to get any definite answer to this question even from the· 
experience of the foreign countries in which road transport has come to 
occupy an important place in the economy. It may be interesting t<> 
study the. experience of West Germany in this regard. The transport 
industry in West Germany is well organised and there are 26 Freight 
Control Agencies which assist B.A.G.-'The Federal Institute of long: 
distance Goods Traffic'-in the enforcement of tariff control and other· 
regulatory measures on the road transport industry. Of the 26 Freight 
Control Agencies, 19 are cooperative organisations of the industry. The 
long distance transport of goods by road, i.e., the road transport operating 
beyond the distances of 50 Kilometres, is subject to fixed tariff rates 
established by the Federal Ministries of Transport and Economics and' 
are almost the same as the tariff on the railways except in the case of" 
coal and ores for which the railways have special rates. According t<> 
the Report of the Commission of Inquiry on the German Federal Rail~ 
ways (1960), "the road transport tariffs, much like inland water transport 
tariffs, cannot be fully enforced ..... The experience during recent yens 
shows that the result of tie-in business and price reductions prevailing 
in inland water-ways transport is in a still greater measure also appli
cable to road transport"•. The Committee does not have enough factual 
material in regard to the experience of West Germany. However, the 
observation of the Commission on German Federal Railways quoted 
above will give an indication of the difficulties which might be expected 
in enforcing any fixed freight structure on the road transport industry 
even when the indul;try may be reasonably well organised, as in ·west 
Germany. 

*Frum an English Translation of the Report of the Commission. 



CHAPTER VIII 

RECENT TRENDS IN THE DISTRIBUTION OF TRAFFIC• 
BETWEEN ROAD TRANSPORT AND RAILWAYS 

-A FACTUAL ASSESSMENT 

Estimates of Traffic Carried by Road Transport 

Apart from lhe total number of vehicles registered in the various 
States, there is hardly any information available on the basis of wh~ch an 
assessment could be made of the role performed by road transport m the 
economy. The estimates of total ton miles or passenger miles hauled by 
road transport as quoted by different agendes, differ very widely. They 
depend upon varying assum~t~on~ regardin~ (a) .the capacity of th~ 
vehicles, (b) the extent of utthsatiOn of veh~cles (z.e., the load factor), 
(c) the mileage performed by each vehicle on an average per day, and 
(d) tl).e number of days in a year a vehicle is utilised on an average, etc. 
The statement at Appendix 8 lists the main assumptioJUo made by (i) 
the Indian Roads and Transport Development Association, (ii) the Road 
Transport Reorganisation Committee (1959) and (iii) the Railway 
Board, in estimating the volume of traffic carried by road. The state· 
ment also shows the corresponding assumptions made by our Secretariat. 
The estimate of ton niiles performed in the year 1958-59 by commercial 
road transport in India varies from about 8,500 millions as worked out 
by our Secretariat to 17,400 millions as formulated on the basis of 
assumptions indicated by the,.~ailway Board. On the basis of the data 
given by the Indian Roads and Transport Development Association, the 
figure comes to about I2,800 million ton miles. As regards passenger 
miles, the estimate of our Secretariat is about 25,000 millions as against 
the estimate of about 34,000 millions put forward by the Railway Board 
and 37,700 millions by the Road Transport Reorganisation Committee. 
The above figures illustrate the range of variation in the various estimates 
of the traffic carried hy the road transport industry in the country. 

2. Over the last decade, i.e., since the commencement of the First Five 
Year Plan, there has been a phenomenal increase in the volume of traffic, 
particularly goods traffic, carried by the Indian Railways. The total . 
tonnage carried by the railways is estimated to have increased from about· 
92 million tons in 1950-51 to about 156 million tons in I960-6I, i.e., an 
increase of lhe order of about 59 per cent. The ton miles on the rail
ways during the same period are estimated to have increased by about IOO 
per cent., from 26,980 millions to about 54,000 millions. There has also 
been a rapid expansion in the capacity of the road transport industry 
during the period and according to the est_imates of our Secretariat 
referred to earlier, the proportion of total ton miles on road transport 
to the total ton miles f'n road and rail has increased from about I I per 
cent. in,I948-49 to about I6 to 17 per cent. in 1966-61. It is understand
able that the share of road transport in high-priced goods should have 
gone up during this period by a still higher percentage, as it is such 
goods that are generall\'· carried by road transport. As regards passenger 
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traffic, there has been a consistent increase in this traffic on the railways 
from 1952-53 onward and in the last year of the Second Plan, the pa'ssenger 
miles on the railways are estimated to have increased from about 37,000 
millions to about 45,000 millions, i.e., by 21.6 per cent. The estimate 
of passenger miles on road transport, however, has shown a more than 
,proportionate increase during the period and, as will Qe seen from the 
statement at Appendix 9, the proportion of passenger miles on road 
transport in the aggregate traffic carried by rail and road, as worked out 
by our Secretariat, has improved from about 31 per cent. in 1952-53 to 
about 40 per cent. in 1960-61. The estimate of passenger miles on road 
transport does not include the traffic carried by private motor cars. 

It may, of course, be stated that every increase in traffic carried by 
road transport is not necessarily at the expense of the railways, since the 
introduction of road services, or, for that matter, any extension of any 
means of transport is bound, to some extent, to give rise to'new demands 
for transportation. Moreover, a substantial proportion of goods vehicles 
in the country is used on feeder services or for the carriage of 
intra-city traffic or traffic in the regions not served by the railways which 
could not be considlered as competitive to the railways. 

3. A study of the trends in the average lead of various items of rail
way traffic, for which figures are available, shows that while the overall 
average lead has been steadily increasing during the recent years, the 
average lead of coal and foodgrains, which are low-rated commodities 
and together constitute about 50 per cent. of the total ton miles, has in
creased at a faster rate. The following table is of interest in this con
nection: 

Tabe I 

Trends in the average lead of traffic on the Railways 
(Figures in 1\1 iles) 

Coal Other Total . Total Total 
for Revenue Revenue Coal Revenue 

Public Grains Oil- Traffic Traffic (in- and 
includ- seeds clud:"g Non-

ing Non- Revenue 
Year Non- Revenue Traffic 

Gov- Traffic:; 
ernment 
Rail-
ways 

195o-51 347 318 360 N.A. NA. 357 292 

1951-52 - 332 339 4J7 N.A. N.A. 35J 2n 
1952-53 . 335 330 388 301 315 3.)0 295 

1953-54 . 345 335 351 309 319 346 298 

1954-55 . 325 359 350 399 ~2 ~-B 300 

1955-56 354 376 334 323 336 364 311 

w56-57 . 361 384 352 336 347 365 321 

1957-58 . 436 435 4'J6 l11 384 382 3-P 

'::958-59 443 457 460 349 388 422 3.1.6 
-·------

N. A. : Not available. 
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While the overall average lead has increased by 18.5 per cent. during 
these nine years, the a\'erage lead of coal has increased by 27·7 per cent. 
and of grains by 43.7 per cent. 

4. The following broad conclusions seem to emerge from the above 
_paragraphs:-

(a) There has been a phenomenal growth in the volume of 
traffic moved by the railways under the five year plans. 
However, to judge from the growth of the number and 
capacity of motor vehicles, there has been a proportionately 
larger expansion of the traffic moved by commercial 
road transport over this period. The share of road trans
port in high-priced goods i.e., the commodities other than· 
c:oal and mineral ores. has increased in still higher propor
tion over the period. 

(b) The share of road transport in passenger traffic has shown a 
gradual increase during the period. 

5. It is not easy to determine to what extent, if any, the expansion 
.of traffic on road transport has been at the expense of the railways; or 
in other words, to what extent the traffic has been diverted from the 
railways to road transport. In the Introductory Chapter we have men
'tionedl the various studies undertaken by the Committee to obtain data 
reO'arding the volume and type of traffic actually carried by road ~rans
p~rt. The results of the factual surveys that were organised by the 
Committee on selected routes are being analysed and_ will be presented 
in a separate report. This report will be compiled when the comparable 
figures pertaining to the traffic carried by the railways on the routes also 
become available. We may, however, briefly mention here the broad 
<:onclusions which have emerged as regards the nature of traffic moved 
by road transport on these routes andl the average lead of such traffic. 
The relevant statements are produced at Appendix 10. 

Before the salient facts brought out in these statements are summaris
-ed. it may be mentioned that the survey showed that 20 per cent of all 
vehicles checked were operating on temporary permits; the highest per
.centage of vehicles with temporary permits being on Calcutta-Patna route 
(47 per cent.). As regards the age of the vehicles, it was found that about 
63 per cent. ?£ them ~ere not more. t1han 5 yea.rs old. The average pay
load or carrymg capacxty of the vehxcles operatmg on these routes varied 
from 4.84 tons on Bombay-Bangalore route to 7.73 tons on Amritsar
Delhi route, the overall average for the total number of vehicles checked 
being 5.93 tons. 

Appendix IO·I shows that the number of trucks moving over 200 
miles on the routes surveyed by the Committee was 17·5 per cent. of the 
total, while the number of trucks moving uver 300 miles was 5·~ per cent. 

-of the total. The number of trucks moving over long distances was the 
hig-hest on the Bangalore to Bombay route; those moving beyond 200 
miles being more than 25 per cent. and those moving over 300 miles 
being 9·3 -per cent. of the total. 

Appendix 10·2 gives an idea of the movement by road of more im
portant commodities on the routes surveyed according to distance cate
gories. It will be seen from the statement that the quantity moved over 
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200 miles formed a considerable proportion of the total quantity hauled 
by road in respect of finished goods on Calcutta-Patna and Bombay-Banga
lore routes (35 to 39 per cent_), of sugar and gur on Delhi-Kanpur route 
(15 to 23 per cent.),_ Bangal?re-~omb~y and Delhi:Amritsar routes (33 to 
38 ~er cent.), of mmeral otls mc~u~mg kerosene and petrol on Delhi
Amntsar route (51 per cent.), of textiles on llangalore-Bombay route (65 

.to 72 per cent.) and Delhi-Kanpur route (40 to 59 per cent.), of raw 
cott<~n and r~w jute on. Bangalore-Bombay route (64 per cent.) and· 
Amntsar-Delh1 and Delh1-Kanpur routes (29 to 55 per cent.), of iron' 
and steel and foodgrains on Bombay-Bangalore route (48 per cent. and 
21 per cent. respectively), and of provisions on Bangalore-Bombay· 
and Amritsar-Delhi routes (53 to 58 per cent.). The quantities moved 
beyond 300 miles in respect of finished goods. textiles, raw cotton and 
provisions formed quite a substantial proportion of the total quantitie' 
moved by road of these commodities on some of the routes. 

6. We hope to obtain shortly the corresponding data pertaining to· 
movement of these commodities on the railways. An examination of 
such data as are available shows that on some of the routes there has been 
a perceptible decline over the last 3 years in the traffic pertaining to· 
commodities which move in substantial quantities by road over distances
exceedling 200 miles on the routes; the notable examples being food
grains, fruits and vegetables, sugar and gur and kerosene oil on Delhi· 
Amritsar route, sugar and gur on Delhi-Kanpur route, iron and steel 
wrought on Patna-Calcutta route, raw cotton and textiles on Bombay-
Bangalore route. A further detailed examination will be required to 
make an assessment of the quantum of diversion of traffic in these com
modities from rail to road on the routes surveyed. 

The Information Supplied by the Chambers of Commerce 
on the Extent of Diversion of Traffic from Rail to Road 

7. As stated earlier, the Committee had asked for information about 
the volume and type of traffic carried by road transport from the
Chambers of Commerce and Industry. The replies received from the 
various constituents of the Federation of Indian Chambers of Commerce· 
and, Industry- and the Associated Chambers of Commerce of India are· 
revealing. A brief round-up of these replies is given at Appendix II. 
It will be seen from the statement at the end of the Appendix that a-· 
large number of commercial undertakings have resorted to increased use 
of road transport for movement of their goods and that the share of road· 
transport in the total dispatches of these firms has increased/ significantly 
over the period. The share of rail transport in the goods moved on 
account of these firms has correspondingly declined. The principal' 
commodities in respect of which these trends are noticeable are cotton 
yarn, cotton cloth, jute goods, vanaspati, engineering goods, provisions, 
general chemicals, paints, leather goods and paper. The commodities 
in respect of which there is no noticeable increase in the volume of traffic 
carried by road transport are fertilizers, tea and iron and steel. The 
traffic in non-ferrous metals like aluminium and copper on account of 
the two firms which replied to the questionnaire of the Committee_.. 
seems to have been diverted from road transport to the railways over 
the last three years. No other commod!ity has shown this trend. 
Several commercial firms have stated that their goods are moving by 



59 

road over long distances extending to 1,000 .~iles and in some cases to-
1,500 miles. though, perhaps, the total quantities are not very large. 

8. The commercial firms have mentioned their preference for road~ 
transport for long distance haulage _in respect of several types of tr~ffi<; 
Chief among the reasons cited for thts preference at~ (a) ~he lower fretght 
rates in the case of road tramport as compared wtth rall transport, (b)·:~ 
avoidance of multiple handling and extra charges involved therein, (c) 
quicker delivery in the c~ of road transp~rt as co~pare~ wi~h rail~ays. 
(d) safer handling •• (e) av01da~e. of exp~nstve packmg whtch 1s. reqmred 
in the case of railways, (f) fanhtl~s provided by road _transport m rega~<f 
to door to dbor delivery, (g) qmck settlement of clatms, (h) easy avail
ability of bookings, and (i) person!ll attenti?J?- given by the roa.d. ~rans-
port operators to the firms mcludmg provlSlon of storage facdltles at: 
destination points, etc. 

Changes in the Pattern of Traffic Carried by ·t_he Railways 

9. The commodities in respect of which a noticeable increase in road' 
traffic could be said to have taken place are generally high~priced ones. 
and the railway freight on these is generally higher than the freight 
charged by the road hauliers. We have analysed the broad/ trends in 
regard to the movement of low-rated and high-rated commodities on the· 
Indian Railways over the last four years on the basis of the data publish· 
ed in the Annual Reports of the Railways. A detailed statement in• 
regard to these trends is given at Appendtix 12. For the purpose of this. 
analysis, we have included in the low-rated category, commodities which· 
fall in classes upto 40 per cent class of Scale-A. The principal commo-
dities included m this category·~are coal, limestone, gypsum, mineral ores, 
cement, manures, salt, foodgrains, fruits and vegetables, sugarcane) wood, 
etc. All other commodities which fall in classes above 40 per cent of 
Scale-A are categorised ·as high-rated. It will be observed that betweell' 
the year 1955-56 and 1958-59, the total originating tonnage in respect 
of the low-rated commodities has increased by about 22 per cent. i.e. from• 
57.4 million tons to 69.8 million tons. During the same :period, the
tonnage in respect of other commodities which are comparatively high
rated, has declined by about 4.8 per'cent. 

The Influence of Five Year Plans on the 
Pattern of Rail Traffic 

10. More than any other factor, the pattern of production under the
five year plans influences the pattern of traffic on the railways. All' 
increasing emphasis is being laid on the development of basic industries
like steel, coal, mineral ores and heavy mechinery manufacture in the five
year plans. For movement of raw materials and products of these in· 
dustries, the railways are considered the most suitable means of transport. 
Therefore, the share of traffic connected with these industries in the tOtal~ 
traffic carried by the Indian Railways is bound to increase significantly· 
over the period of the subsequent Plans. This is borne out by the
statement at Appendix 13. The share of coal in the total traffic on the
railways was 33 per cent. in 1950-51, and is estimated to increase to 38 per 
cent. in 1965-66. Taking coal, minerals ores, cement, foodgrains and salt,.. 
the share of these commodities, all of which are low-rated, in the freight 
traffic on the Indian Railways will increase from 50.4 per cent. in 1950-51 
to 64.1 per cent. in 1965-M. while that of all the remaining goods describecl' 
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-as 'other goods' in the statemen.t will be reduced from 49·6 per cent. in 
1950-51 to about 35·9 per cent. m 1965-66. The commodities grouped in 
the category 'others' in the statement correspond roughly to dwse which 
may be considered as high-rated on the railways . 

.Changing Pattern of Rail Traffic in Foreign Countries 

12.- It .will be instructive to study, in this connection, the experience 
-of industrially advanced countries in the world.@ In Great Britain. 
about 72 per c:ent. of the total traffic (ton miles) carried by the railways 
at present consists of coal and mineral ores•. In USA, coal and! mineral 
-ores account for 53 per cent. of the total originating traffic o.n the rail
ways. In France, the proportion of these commodities in rail traffic 
comes to 64 per cent. In U.S.S.R., the rail traffic in coal, mineral ores 

;and foodgrains accounts for 45 to 50 per cent. of the total traffic carried 
(in . terms of _ton-kilo~et~es) on the railways. The experience of the 

foretgn counlnes thus mdtcates that the bulk of the traffic carried by the 
railways is in coal and mineral ores. 

13. There have been signiftcant changes in the recent vears in the dis
·tribution of total goods and passenger traffic measured i'n terms of ton 
"kilometres and passenger kilometres respectively bet~en rail, road and 
.other means of transport in the industrially advanced countries of the 
·world. In U.S.A., for instance, the share of railways in the total goods 
traffic has gone down from 64 per cent. in 1939 to 46 per cent. in 1958, 
while that of road has increased ·from 9 per cent. to 21 per cent. during 
the same period. In the cas~ of passengers, the share of railway traffic in 
U.S.A. declined from 65 to 30 per cent. be~ween 1939 and 1958. In United 
Kingdom, during the years between J954 and 1959, the share of railways 
in goods traffic was reduced from 53 to 42 per cent .• while that of road 
·transport increased from 46 to 57 per cent. Taking United Kingdom, 
France and West Germany together, during the period 1930 to 1954, the 
share of railways in total goods traffic decreased from 75 to 52 per cent. 
while that of road transport increased from 10 to 34 per cent. It is only 
in the Soviet Union and the East European countries that the railways 

·still carry the bulk of goods traffic amounting to about 80 to 90 per cent. 
-of the total traffic.@@ 

14. An important development in the field of the road transport in
dustry in U.S.A. and the Western European countries has been the 
phenomenal growth of transport· on own account, i.e., by private motor 
-<arriers. Thus it. is estimated! that private cars account for over 88 per 
-cent. of total passenger mileage in U.S.A. and over 50 per cent. in the 
countries of Western Europe. About half the volume of goods trans 
t>Orted by road in 'Vestern Europe is accounted for by 'transport on own 
account' (U.N. Economic Survey of Europe, 1956). In U.K., according 
to a survey made by the Ministry of Transport & Civil Aviation in April, 
1958, the 'C', licence goods vehicles i.e., the private carriers carried 56 

@ The fi~ures for Great Britain are based on the data published in "The 
.Annual Abstract of Statistics oj U.K.' those for USA and other countries are ba>ed 
on the information contained in the 'Bulletin of Transport Statistics' and Lhe 'Economic 
Survey of Europe' published by the U.N. Economic Commis5;on for Etnope. 

*These commod:ties on Brit~sh Railways could no longer, perhap~, be treated as 
4 10''1-rated" at present. 

@@ Vide Appendix 22. 
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~r cent. of the total tonnage and 46 per cent of total ton miles carried. 
by road. In India, the growth of private carriers has so far been slow. 
but if the experience of other countries is any guide, the. increase in the· 
number of such carriers is likely to be more rapid in future. 

15. From the preceding paragraphs, it is quite dear that the pattern 
of traffic on the Indian Railways has been undergoing significant changes 
over the last few years and that the share of comparatively low-rated 
commodities in the total freight traffic carried by the railways has had 
a tendency to increase and is likely to increase further in the coming years. 
This is largely because of the influence of the industrial development 
programmes taken up in the five year plans. However, recently there 
has been an increasing tendency on the part of commercial firms in the 
country to make greater use of road transpor.t for long distance haulage 
of goods which were normally sent by railways in the past. There are 
indications of a certain amount of traffic in commodities which have to 
bear comparatively higher freight rates on the railways, being diverted 
from railways to road transport. The broad pattern of general econo
mic development that may possibly be envisaged over the long run is 
likely to result in further concentration of low-rated traffic on the rail-· 
ways and the experience of foreign countries also tends to confirm these
tre':lcls. In the subsequent chapter we shall try to study briefly the impli
cauons of these trends from the point of view of railway finances. 



CHAPTER IX 

RECENT TRENDS IN RAILWAY FINANCES 

:Economics of Haulage of Low-rated Commodities 

For a study of the impact of the changing pattern of traffic on the 
t'ailway finances, it is necessary to compare the cost of haulage per ton 
mile of each major commodity. with the corresponding railway earning 
per ton mile_ from that commodity. In the following chapter, we havf' 
..quoted certam figures of costs of haulage of coal and other commodities 
as worked out by the Railway Board. The cost of hat.lage of coal 
is calculated very roughly at 3:85 nP. per ton mile on broad gauge and 
'5·70 nP. per ton mile on metre gauge; the corresponding figures of 
-average cost for commodities other than coal being 5·28 nP. and 9·18 nP. 
·respectively. The figures of commodities, other than coal, representing 
:as they do the average costs of haulage of numerous types of commodities, 
are not very significant. In regard to earnings, from the year 1959-60. 
the railways maintain figures of ton mile-and derived therefrom 
.are the figures of average earnings per ton mile-for each of 22 important 
commodity heads w1hich together account for more than 75 per cent. of 
the revenue earniog traffic. For a rough comparison, perhaps, the earn
ings per ton mile for these 22 commodities could be compared with the 
.overall average cost per ton mile. The statement at Appendix 14 
shows the average earnings per ton mile for these 22 commodities on 
broad gaug·e and metre gauge separately. The items marked with asterisk 
:in the statement are all those in which the average earning per ton mile 
is less than the overall average cost of haulage per ton mile. It will be 
-seen that the earnings per ton mile from coal traffic (3.35 nP. on the broad 
:gauge as well as metre gauge) do not cover the costs even on broad gauge, 
.and are much lower than the costs on the metre gauge. Since the freight 
rate for coal tapers off sharply with increase in the distance of haulage. 
the long hauls of coal-and more especially on the metre gauge-are particu• 
1arly uneconomical to the railways. The other items of traffic in respect of 
which earnings do not cover the cost on broad gauge are grains and salt. 
Dn the metre gauge. besides coal, grains and salt, a number of other low
rated commodities, namely, oilseeds, marble and stone, manganetse ore, iron 
-ore and other ores, sugar, cement, wood, fresh fruits and vegetables, are be
ing carried at a loss to the railways. Even tihough the figures indicate. 
p,-ima facie, that traffic in iron ore and manganese ore on the broad gauge 
do not involve the railways in a loss, it will be appreciated that the average 
cost of haulage does not represent the correct cost of hauling these com
modities; for their carriage involves substantial empty haulage, and is 
also over a relatively much shorter lead, particularly in the case of iron 
-ore. 

2. From the above .analysis, it is apparent that if the share in the 
total railway freight traffic of coal and iron ore and other such com
modities on which the average earnings on broad gauge or metre gauge 
fall short of the average costs of haulage, is to increase in the future, part-
ly under the impact of the plans and partly as a result of the growing 

62 



63 

..competition from road transport, it is bound to affect the financial position 

.cf the railways adversely. In the following paragraphs, we attempt to 

..briefly survey the recent trends in railway finances since the beginning of 
the First Five Year Plan. 

7he Recent Trends in Railway Finances 

3. As stated in Chapter II, for about a decade preceding the com· 
mencement of the First Five Year Plan, and during the period of the 
Plan·, the railway finances were in a satisfactory position and the railways 
were able to meet their commitments towards the payment of dividend 
•to the General Exchequer. The railways, however, carried a heavy back
log of overaged assets which had been long due for replacement and the 
contributions made by the railways to the Depreciation Reserve Fund 
were• far from adequate to provide fully fo'r the replacement require
ments at the prevailing prices. During the first plan period, the railways 
contributed about Rs. 184·57 crores to the Depreciation Reserve Fund 
while the withdrawals from the Fund amounted to Rs. 206·49 crores. Even 
the Second Plan started with a heavy backlog of replacements and re
newals. During the second plan period, tlhe contributions to the Depre
ciation Reserve Fund were Rs. 241·42 crores inclusive of interest, while 
•the withdrawals from the Fund amounted to Rs. 319·38 crores. From 
1951-52 to 1955-56, the railways contributed a total sum of Rs. 172·84 
crores by way of dividend to the General Revenues. The dividend paid 
by the railways during the second plan period is estimated at Rs. 244·65 
cores. 

The position with regard t'a' the capital-at-charge, gross earnings and 
·net ear.:nings from the year 1951-52 onwards is shown in the table below: 

Tabl~ 1 

Capital- Gross Net ear- Earnings as percen-
At-charge earnings n\ngs tage of capital-at-

Year charge Operating 
ratio 

(Rupees in crores) Groc;s Net• 

"1951-52 85o·n 29:1•82 61·75 34'21 7•26 17'0 
1:952-53 837•38 270•56 47•18 32·31 5'49 8o·6 
1953-54 869'30 274'29 36'91 31'55 4'25 83•4 
'1954-55 9:~i·58 286•78 44'06 31·81 4•88 82·3 
19 ss-56 968·98 316•29 50'34 32'64 5'20 81·6 
1:956-57 1071'71 347• 57. 58·38 32'43 5'45 86·3 
1957·58 1222'44 379•78 57'78 31'07 4'73 81·s 
1958-59 1356·59 39:1'21 59'32 28•76 4'37 82•4 
1959-60 1432·88 422'33 74'55 29'47 5'20 79'2 
196o-61 (Budget 

Estim'ltes: .. 1563'29 464·50 75'90 29'71 4•84 80·1 

•The net earnings are incll1sive of the divii!nd paid to the General Revenues 
••This year's working expenses will include the effect or Pay Corn'Ilisslon's re.:. 

commendations including the arrears payable for the prece:ling year 1959-60 This haa 
tto be all0wed for in judg\ng the financial results of 196o-6x. ' 
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It will be seen that the gross earnings as a percentage of the capital
at-charge have tended to be lower in recent years than in any- of the 
year~ from 1951-52 t~ 1957-58. The ratio of both gross earnings and net 
earnmgs to the capital-at-charge declined gradually between the years 
1955-56 and 1958-59. but have registered a small improvement since that 
rear. 

':!.. The following statement shows the earnings and expenses ~eparately 
for coaching and goods traffic (broad and metre gauge only) for the last 
five years. 

Table 2 

(Rupees in crores) 

Coaching Goods 

r- r---------"-

Year Gross Expense; Percent- Gross Expenses Percent-
earnings (includ- age of elrnings (includ- age of 

ing in· expenses ing in- expenses 
terest) to earn- tere>t) to earn-

ings ings 

1955-56 n1J·21 !25·29 93·5 19)'2:> 18o·6r 9:>·6 

1956-57 137'05 132"48 95·6 225"90 200•78 88·8 

1957-58 142'98 147'81 103'3 255·83 224·85 88·7' 

1958-59 140"03 150'57 107'5 267•78 239'80 89'5 

1959-6o 150"83 153"75 101 '9 290'91 254'42 87· 5· 

NoTE:-The above fig.ues are inchnive oft he freight charges for the carriage of railway 
coal and mlterials. 

Passenger earnings (including earnings from the coaching traffic) on 
the railways have not increased in the same proportion as the earnings
from freight traffic. J"hus, whereas between 1955-56 and 1959-60 pas
senger earnings increased by only 17 · 6 per cent., the increase in goods
earnings was of the order of 46·0 per cent. Also, in regard to passenger 
traffic, the railway system as a whole seems to be losing in recent years,. 
and the net surplus on passenger traffic in the earlier years gave place 
to a net deficit from the year 1957-58 onwards. The loss from passenger 
traffic in 1958-59 was of the order of Rs. 10·54 crores but was reduced' 
to Rs. 2·92 crores in 1959-60. These figures are exclusive of the coiiections-
from passenger fare tax levied with effect from September 15, 1951, which 
accrues to the State Governments. 

5. There has been no increase in passenger fares in the period 1955-
56 to 1960-61, apart from certain minor adjustments given effect to from 
1st April, 1955. As referred to in Chapter II, however, the freight 
rates have been increased from time to time during the period. The net 
overall increase in freight rates, however, could be said to be much lower 
than the relative increases in the general prices or wage bill and the 
costs of railway stores during the period. This will be clear from the 
statement at Appendix 15. 
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6. In interpreting these trends, several considerations have to be kept 
in mind, quite apart from the fact that the year 1958-59 was a year of 
relatively slow tempo of economic activity with consequent diminution 
of the gross earnings of the railways. First, with the increasing tempo of 
devel_Qpmental works undertaken as part of the five year plans, the capital 
expenditure each year was substantial and the real value of the additions 
made to the capital in more recent years is less than that of the equivalent 
capital investments in the earlier years. Second, the amount cl1argeu in 
any year to the capital account includes the amount in respect of the 
works still in progress at the end of the year which does not earn a 
return until the works are completed and brought into use. Third, the 
new works are not expected generally to prove adequately remunerative 
until they have been in use for some years. Fourth, the proceeds o( pas· 
senger fare tax not included in the above figures, amounted, during the 
years 1957-58 (part of the year), 1958-59 an~. 1959-60 to Rs. 3·68 crores, 
Rs. 12·2-! crores and Rs. 12·77 crores respectively. 

7. )foreover, there have been significant increases in the working 
expenses of the railways due to reasons beyond their control. On account 
of the concessions granted to the staff from time to time, the cost per 
head of staff increased from Rs. 1448 at the end of 1954-55 to Rs. 1660 
in 1959-60, apart from the increase in costs resulting from increase in the 
strength of the staff from 9·83 lakhs in 1954-55 to 11·51 lakhs in 1959-60, 
an increase of 17 per cent. in 5 years. The increase in per capita cost of 
staff in itself has meant increased expenditure of the order of Rs. 20 
crores per year. Moreover the increases in the prices of coal effected 
between .July, 1956, and August, 1959, have increased the fuel bill of the 
railways by about Rs. 7 crores per annum and this would go up further 
due to the enhancement in the statutory price of coal by 81 nP. and 
of excise duty by about 1 nP. per ton from April 1, 1960. In the result 
the index of price of coal with 100 as the base at the end of 1952-53 
increased to 101 at the' end of 1955-56 and to 133 at the end of 1959-60. 
The increasing proportion of the inferior quality of coal allotted to the 
railways has also contributed to the rise in their working expenses. The 
prices of other materials consumed by the railways have also gone up 
over this period. 

Contributions to and Withdrawals from the 
Development and Depreciation Funds 

8. \Ve may now briefly mention the trends in the railways' contribution 
to the Development Fund and the Depreciation Fund in relation to the 
withdrawals from these Funds. The following statement summarises the 
position since the year 1955-56. 



Year 

1955-56 

1956-57 

1957-58 

1958-59 

1959-!X> 

ti6 

Table 3 

DeveloPment Fu>ul 

(Rupees in Crores) 

Appropdation to Fund from 
Whhdrawal Closing 

--------- from the b1bnce 

Surplus Loans Total 
and in- from 

terest on General 
balance Revenues 

---..... ·-··--

. 7'57 

zo·65 

13'63 

8·13 10·98 

20 28 14'85 

7'57 

2o-65 

13'63 

19 ·II 

35'13 

Fund 

12' 14 12'97 

19'84 13'75 

25'53 r·85 

z8·o6 -1·69 

25'H 8 91 

1960-61 (Budget Estimates) 18 43 7•63 26·06 26·o6 8 '91 

Year 

1955-56 

1956-57 

1957-58 

1958-59 

1959-60 

1960-61 (Budget Es-
timates) 

Table 4 

Depreciation Reserve Fund 

(Rupee:; m crores) 

Appropriation to the Withdrawals from the Cksing b.1ln:c;;: at 
Fund Fund the end ot ihe y·;:.lr 

48·67 45·89 103'47 

48'90 ·B"68 !03. 14 

49'38 63·62 88·89 

48'40 80•72 56'70 

47'96 68·36 37' JO 

46•78 63·00 ZI ·08 

In the last few years, the withdrawals from the Development Fund 
have been of a much higher order than appropriations to the Fund so 

. that the railways had to resort to loans from General Revenues-to the 
extent of Rs. 10·98 crores in 1958-59, Rs. H·85 crores in 1959-60 and 
Rs. 7·63 crores in 1960-61 to meet their commitments. '\Vithdrawals from 
the Depreciation Reserve Fund have also been of a higher order than ap
propriations to the Fund and this has been made possible by means of 
drawing on the previous balances in the Fund. The balance in the De-
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vreciation Fund which was Rs. 100·69 crores on 1st April, 1955, is estimat
ed to be reduced to a rather small figure of Rs. 21 crores at the end of 
1960-61. 

Financial Position of the Zonal Railways 

9. An examination of the financial position of the individual zonal 
railways also reveals some interesting results. While the ~entral, the 
Eastern, the Northern, the South Eastern and the Western Railways show 
positive results, the North Eastern, the North-East Frontier and the 
.Southern Railways are losing on balance. The statement at Appendix 16 
sums up the financial results of workinz of the zonal railways from 
1954-55 to 1959-60. 

Taking first the railways which showed positive results, it will be 
seen that of these, the Central and the Eastern Railways showed a declin
ing trend till 1958-59 in the percentage return on capital but the figure 
improved in 1959-60. The return on capital on the Western Railway 
has shown a gradual decline between the years 1955-56 and 1959-60. This 
·development has to be studied in the context of heavy increases in capi
tal investment on the various zonal railways and other general considera• 
tions mentioned in paragraphs 6 and 7. 

As regards the railways showing losses, namely the North Eastern, 
:the North-East Frontier and the ,Southern, there is a noticeable trend to
wards a worsening of the positio'n. Thus, on the North Eastern Railway 
rhe percentage of net loss on capital-at-charge has gone up from 6·7 per 
cent. in 1956-57 to 13·95 per cent. in 1959-60. On the North-East Frontier 
Railway, the percentage of net loss has gone up from 4-64 in 1958-59 to 
12·03 in 1959-60. The North-East Frontier Railway was formed on 15th 
January, 1958, after bifurcation of the former. North Eastern Railway. 
It is interesting to note that with the separation of the North-East Fron
tiPr Zone, from the North Eastern Zone, the total losses of the com
bined sYstem taken as a whole have practically doubled. Thus, whereas 
in 1957-58, the losses of the North Eastern Railway amounted to 
Rs. 9·47 crores, in 1959-60 the l<?sses of the North Eastern Railway and 
the North-East Frontier Railway taken together, have amounterl to 
Rs. 19·37 crores. 

On the Southern Railway, the percentage of net loss to capital-at
charge has gone up from 0·34 in 1956-57 to 1·09 in 1959-60. Its operating 
ratio has also shown an upward trend, varying from 80· 53 per cent. in 
195·1-55 to 96·34 per cent. in 1957-58, though it went down to 92·77 per 
·t·ent. in 1958-59. The estimated figure for 1960-61 is 95·7 per cent. 

10. It may be mentioned that the three railways which have shown 
net deficit in working are either wholly or substantially metre gauge, 
with the inherently less economic features of operation of the metre gauge 
system•, and also have relatively much higher proportion of passenger 
traffic. On the \Vestern Railway also about 63 per cent. of the total 
route mileage is metre gauge, but the traffic carried by this railway con· 
sists largely of freight traffic and the proportion of goods train miles 

*A>. expllind in S'_Ibsequent clunter~ (Ch1pters X and XI), while fares and freighr. 
arc U'liform all over t\ie railway ·sys•em, there is a significant difference in the average ~ost~ 
per p:mcnger mile and per ton mile on the broad gauge and metre gauge lines. 
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to passenger train miles on the Railways is much higher than that ort 
the Southern, the North Eastern or the North-East Frontier Railway. 

11. It is not clear to what extent, these trends in railway finances 
have been influenced, among other factors, by the amalgamation and 
the zonal regrouping of the railways which was given effect to during 
1951-53. In the first place, the scales of wages paid to the staff in several 
units before the mergex: were much lower than those obtaining on 
Government Railways, and with the integration of the railways, uniform 
icales of wages and salaries and uniform standards in operations were 
introduced over the entire system, which had a marked impact on the 
working expenses of the railways. Secondly, the system of charging on 
the basis of inflated mileage which was in vogue over several units was' 
done away with. Moreover, as the integration and regrouping of the· 
railways was done on considerations other than the financial viability of 
each Zone. it is not known to what extent this factor has influenced. the 
financial results of the system as a whole. 

The Financial Prospects for the Third Five Year Plan 

12. The Report of the Railway Convention Committee (1960) gives; 
estimates of the anticipated earnings and working expenses on the rail· 
ways at the existing level of freights and fares during the five years 
of the Third Plan, i.e., from 1961-62 to 1965-66. According to these 
estimates, the capital-at-charge on the Indian Railways is estimate<l til 
increase from Rs. 1 ,563 crores at the end of 1960-61 to Rs. 2,313 crores. 
at the end of 1965-66, i.e., by about 48 per cent. The grosts traffic 
receipts on the railways are estimated to increase from Rs. 464·5 crores
in 1960-61 to Rs. 7II·22 crores in 1965-66, i.e., by about 32 per cent. 
The ratio of net earnings (inclusive of dividend payable to General Re
venues) to the capital-at-charge in 1965-66 works out to 4.·1 per cent. as. 
against 4·8 per cent. in 1960-61. Over the entire period of the Third 
Plan, after meeting the contribution to the Depreciation Reserve Fund 
(Rs. 350 crores over five years) and to the General Exchequer by way 

of dividend (Rs. 387 crores), the net surplus of the Railways will amount 
to about Rs. 11 crores only. 

Principal Recommendations of the 
Convention Committee (1960) 

13. The Convention Committee (1960) after a review of the railways• 
linancial position has made its recommendations recently and some of 
the more important recommendations, as accepted by the Parliament, are 
reproduced at Appendix 17. 

Briefly, the Committee has recommended that the existing syst~m ol 
payment of dividend by the railways to th~ General Revenue~ at _a _fixed 
rate should continue for the next fi_ve years and that the rate of dividend 
should be increased from the existing rate of 4:0 per cent. to 4·25 per 
cent. The Committee noted that the Development Fund was expected 
to close with a deficit of Rs. 33·46 crores at the end of 1960-61 and that 
accon1ing to the estimates given by the Railway Board, the _likely net 
surplus of the railways to be credited to the Fund was estimated at 
Rs. 11 crores against the likely expenditure of Rs. II? crores to be met 
from the Fund, In view of this wide gap. the Committee recommended 
continuance of the facility of providing temporary loans from the: 
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General Revenues to finance the Fund during the next five years. While 
proposing a higher rate of dividend to be paid by the railways to the 
General Revenues, the Committee r~commended tcertain concessions 
which were considered "necessary for easing the ways and means position 

·<>£ the railways". These are mentioned in the recommendations repro
.duced at Appendix 17. 
Long-term Trends in Railway Finances
Need for Careful Examination 

14. Before considering the long-term prospects of railways finances, 
we may mention the salient features of the present situation. 

(i) In the first place. the contributions which the railways expect to 
make to the Depreciation Reserve Fund during the coming five years will 
be just a little more than the amount required to meet the actual C<;?§t 
of replacement requirements during the period and the balance availaBle 
in the Fund will increase only by about Rs. 20 crores over the present 
small figure o£ about Rs. 21 crores. This is a very meagre balance consi· 
.dering that at the end of the Third Plan the total capital-at-charge of 
the railways will be Rs. 2,313 crores. The .balances in the Fund have 
been almost denuded as a result of the large withdrawals during the 
.second plan period which were inevitable on account of t,he. back-log 
o£ replacements from the past. The contributions to the Depreciation 
.Reserve Fund are at present estimated on the basis of the actual re• 
quirements of replacement and the railways' capacity to finance them 
during the period of each Convention. It is possible to take a vie'" 
that the contributions to the Depreciation Reserve Fund should be cal· 
culated after carefully revaluing the capital-at-charge on the basis of 
the present replacement costs. The Committee has not gone into de· 
tailed calculations on this basis. It can, however, hardly be questioned 
that the railways' contribution to the Depreciation Reserve Fund during 
the third plan period might' Well have been at a somewhat higher figure 
i£ only the railways could afford it. This would enable the railways to 
start with a reasonable balance in the Fund in the Fourth Plan for re· 
placements. 

(ii) Secondly, the expenditure met out of the Railway Developmen& 
Fund has exceeded the net surplus since 1957-58 and the railways have 
had to take temporary loans from the General Revenues to meet the ex· 
penditure. For the period of the Third Plan, the actual expenditure 
chargeable to the Fund is much more than the amount available with 
the Railways. The Comptroller and Auditor General is understood to 
have questioned the desirability of financing the Development Fund by 
temporary loans from the General Revenues and to have suggested that 
the Fund should rely only on railway surpluses and the expenditure 
therefrom should be restricted to the amounts available and for pur
poses for which the Fund was originally created. The Convention Com· 
mittee (1960) while appreciating the view of the Auditor General express· 
·ed doubt about the practicability o£ implementing this suggestion 'dur
ing a period of developing economy.' Nevertheless, if it is not in the 
public interest to curtail the unremunerative expenditure chargeable to 
the Railway Development Fund, it will be a matter for consideration whe
ther the railways should be burdened with the interest load on such ex
penditure. 

15. From the foregoing paragraphs, it will be clear that the financial 
position of the railways will be somewhat difficult during the. third 



70 

plan period. I~ could, of course, be argued. that with suitable increases. 
m fares and fretghts, the surpluses on the railways could be improved so 
as to. enable th~m to meet their com_mitments including the expenditure· 
reqUired to be mcurred from the Ratlway Development Fund during the 
p~riod. vVe !have, .however, to consider the long-term prospects of 
rallwa~ finances ag~mst the background of the po~~ition a~ revealed for 
the third plan penod. Several factors have to be taken into account 
w!tich wil~ influen~e the railw~ys' financial position in the long run .. 
Fust, as discussed m the precedmg chapter •. the proportion of low-rated 
commodities in the tot<;tl t_raffic on. the railways ha~ been increasing in 
the last fe~ years and Is likely to _mcrea~e further m the coming years. 
Second, while the short-term reqmrements of 'finances of the railways. 
could possibly be met by making small uniform increases in the railway 
rates on all commodities, in the long run it may be inevitable to con· 
sider major modifications in the railway rating structure having regard 
to the changing pattern of railway traffic and also to the competitivf'.' 
position of railways vis-a-vis the other means of transport in the country. 
There are obvious limitations, however, within which modifications in 
rates could be contemplated. The increases in rates on low-rated com
modities, such as foodgrains, coal and raw materials of industries, will 
react generally upon the economy as a whole, and particularly on the 
costing pattern of important industries in the various regions of the 
country. On the other hand, the future pattern_ of rates on what may be 
described as high-rated commodities at present on the railways, will have 
to be considered carefully having regard to the possibilities o£ develop
ment of road transport and other means of transport. 

16. Moreover, in considering the . l~ng-term prospects of railway 
finances, we have also to take into accoun~ the possible effect of the 
new railway lines which may be. built in futur~_. As . stated elsewhere in 
the Report, ·there are demands from all quarters for construction of new 
lines without adequate regard being had to their financial viability. Seve
ral new lines may also require to be added, as in the period of the first 
two Fians, to cater for i.he requirements of industrial projects 
taken up under the Plans, although they may · not he wholly 
justifiable from the . point of • view of the railways' commercial in
terests. In fact, with the growing importance of road transport~ 
some of the existing lines on the railway ·system may become increasingly 
unremunerative because the traffic carried on th.ese lines is of a type which 
is specially vulnerable to competi_tion from road transport. If such lines. 
have to be continued in the public interest. it -may have serious 
financial implicati<?ns for the railways. As· we have noticed above, the 
increase in the earnings of the railways in the period of the first two Plans 
has not been commensurate with the increase in their capital-at-charge. 
This disparity is likely· to be accentuated in future. The future 
of the railways' financial obligations towards the General Exchequet 
has to be considered against the background of these developments. It 
is a question for· consideration what changes will require to be m~de in 
the railway rating ·structure in future to enable them to meet the~r fin· 
ancial obli!!ations, and what the repercussions of these changes will be 
on the ge;eral economy of the country, or alternatively what changes 
are requ'ired in the nature and extent of financial commitments of t~e 
railways towards the General Exchequer. The more recen~ trends m 
~:ompetition between rail and road in tlte country lend spectal urgenc' 
and importance to the consideration of these questions. 



CHAPTER X 

INHERENT ADVANTAGES OF ROAD AND RAILWAY 
TRANSPORT AND THEIR COMPARATIVE COSTS 

Apart from the differences in freight rates charged by the railways and 
road transport, there are several factors arising out of the diverse economic 
and technological characteristics _of these two modes of transport which 
determine their suitability for different types of traffic, or the users' 
preference for one mode over the other. The railways are a large-scale 
transport industry, have a large fixed plant and require heavy capital 
investment. Therefore, within the limits of the existing facilities, the 
greater the volume of traffic on the railways,·. the lower will be the unit 
cost. The railways can transport full wagon. loads of goods over long 
distances at unusually low cost. In the road transport industry, on the 
other hand, the operating units are small, each unit requiring a rela
tively small investment of capital. The industry thus has a much greater 
adaptability to varying conditions and is also able to adapt equipment 
and type of services to the particular needs of. the,. shippers. 

Inherent Advantages of Road Transport 

. .2. The flexibility of road transport is, ·perhaps, th'e ·most important 
factor in its· favour. Motor vehicles can supply. services :over public high
ways between' any two, points in the country,- if ·n¢cessary from door to 
~loor, on. diffieult gradients .or 9'11 poor roads: ·'·;Road :transport has been 
_f6urid par_tkularly. suited. for certain· special: jobs, such as for pick up 
and delivery purposes, in · handling small loads and in carrying traffic 
between places not directly connected by rail, to replace trains on un
profitable railway lines and in providing services to off-rail points. To 
auote from a report of the Committee on Transport Economic Research 
relating to Road and Rail Transport set up by the Australian Transport 
Advisory Council in 1955:-• 

"In dealing with the economics of movem~~t by ·i"ai:J ·a!ld. -ioid it 
is essential to bear in mihd th~ ftibd"amentiil difference 
between the op~ra'tion ·of'' the~e' .twd :forms of tranirpo'i:t, 

whicn primarily 6eritreS in flex1bilify} ift -is ·6rily in respeCt 
of a minority of types of freights ··that tlie ·railway· system~ 
(\re ·able· to pick up their traffic '.directly at the· po'iftf df 
p:J;Oduction· dr · ma'nufacture; transpqrt ··it .'to' and ; flifectly 
unload it at the factory, warehouse, or point of consump· 
tian· or distribution". · · · 

3. Speed and certainty of delivery time which are::ej;€-tltf.at::in:-tfte 
transport and marketing of particular commodities e.g., fresh fruits, vege
tables and other perishables and semi-processed materials· etc.; are other 
important considerations ,in: favour. hl xoad:. u::anspott:· :. :The b.usincss 

*Part I of the Reoort "Road Tran.Sport"Cpsts and Ro[JJCofl~truction and_ Matnten~ 
ance (September; 1956)'; para 66. 

'ii 
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firms could find it possible to have a quick turnover of their capital 
through speedy haulage by road transport. Traffic in 'smalls' can be 
s~nt daily and easilr by ~oad service while the railways have to wait 
ull the wagon load 1s avallable. The truck can supply a comparatively 
frequent service; it is well adapted to special ha~ls. To quote from a 
speech made by Mr. S. H. Turner, Chairman, Hindustan Lever Limited 
at the Annual General Meeting of the Company, held on 6th April. 
1960:- -

"Last year about 50 per cent of our despatches were made by 
road; another 2 per cent were made by Quick Transport 
Service (by rail), a service the railways simply did not offer 
ten years ago. Our average transit time has been reduced 
from the 21 days of 1950 to 5 days now. At our present 
rate of sale, that means we are saving perhaps Rs. U crore 
of scarce capital". -

4. One of the most important characteristics of road transport arisina 
primarily because of . the small size units is that a personal service i~ 
frequently developed. This is not so easily developed by the railways, 
since as a large public undertaking they necessarily suffer from an im
personal approach to business. To quote again from the speech of Mr. 
S. H. Turner:-

"With road contractors we are usually able, at a price, to get them 
to accept responsibility for damage: the railways are very 
chary of accepting responsibility, and their employees are 
frequently correspondingly careless. 'When we make a claim 
op our road carriers, it is settled within days and usually in 
full. When we claim on the railway, it takes an average 
of six months before a decision is obtained and we do not 
recover more than half our losses". 

Limitations of Road Transport 

5. The characteristics which make road transport specially suitable 
for short-distance small traffic also, for obvious reasons, constitute its in
herent disadvantages for bulky or long distance traffic. As the operating 
units are small and their carrying capacity limited, motor vehicles are 
generally not suitable for handling voluminous shipments as economically 
as rail transport except on short distances where low terminal costs give 
them an advantage. Motor transport does not generally follow the 
'tapering principle' and, therefore, the long distance haul by motor trans
port is not so economical as rail transport; and where motor transport 
handles long distance traffic, the service is in many cases limited to 
high-rated freight. 

6. There is, moreover, the problem of growing traffic congestion on 
the roads particularly near the big cities and mounting road accidents 
which put a severe limitation on the capacity of roads. This aspect 
of road transport is being viewed with increasing concern in some lead
ing foreign countries. At a seminar on road safety held in Bombay in 
1959 under the auspices of the Economic Commission for Asia and the Far 
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East, 1\lr. Wichrzycki, speaking on behalf of the ECAFE Secretariat, _re~er· 
red to the alarming extent of accidents on the road in the followm~ 
terms;-

" .... the fact must be faced that in spite of the very valuable 
economic and social service it performs, it may still prove 
to be one of the dangerous modes of transport. Through· 
out the world, rapid improvement in the technical stand
ards of highways is takmg place, and better and bigger 
vehicles with higher speeds of operation are being used 
in increasing numbers; yet these technical improvements, 
at the same time, have brought in their wake an alarming 
increase in the ;number of )accidents and economic and 
social losses caused by the increased accidents". 

J. E. Allen in his article 'Railways or R.oads' published in the March 
1959 issue of the Economic journal has maae the following observations 
·on this aspect of transportation by road in th~ United Kingdom:-

"So far 1 have said nothing about road casualties. but they are 
undoubtedly a part of the cost of road transport, and have 
been estimated at £ 150 million a year.' If rules for the 
safety of the public, which Parliament imposed on the old 
railways, were imposed on road traffic, road transport, as 
we have it now, might come to an end". 

In several advanced .countries the need for heavy investments in 
;roads is being felt having regard to the limitation of capacity of the 
·existing road system to take.Hhe traffic. This aspect of the matter has 
•to be given due consideration in any assessment of road transport. Re
ferring to the problem of road congestion, Arthur J. White in his article 
entitled "The Future of Coordination between Rail and Road"* makes 
J.he following comment:-

"Road improvements will doubtless be carried out at a faster 
pace-new motor roads, widenings, by-passes, underpasses, 
viaducts and so on. Road capacity will be increased, but 
.he additional capacity is likely to be absorbed faster than 
it can be created, especially in the cities ...... ". 

"It is really rather obvious that our greatest error in recent years 
was to act as if we believed that motor vehicles could meet 
all our transport needs; that our road system, with a little 
tinkering, could carry the vehicles; and that we could, with 
impunity, allow traffic ideally suited for rail conveyance to 
be .transferred to the roads in ,large quantities. It is 
clear that the balance must be redressed; that we must make 
better use of our existing resources, especially the railways; 
and that we should employ rail and road in combination 
rather than in competition, in order to prevent the rail
ways from dying of starvation and road transport of stran
gulation". 

•Journal of the Institute of Transport, September, tg6o. 
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Inherent Advantages of Rail Transport 

7. The railways are commonly recognised to be particularly suited for 
carrying long distance traffic especially in heavy and bulky items of freight 
such as coal, mineral ores etc. Because of the significant technological 
advances made in recent years by way of introduction of electric and 
diesel traction,. improved signalling devices and mechanised handling,. 
the railways have significantly improved their capacity for haulage of 
bulk traffic and their speed of delivery. Thf' railways are also consider
ed more suitable than road transport for long haul passenger service. It 
is considered to offer the advantages of greater safety, better reliability,.. 
and more comfort and convenience. 

8. The railways are considered especially suitable for suburban pas
senger services in the larger cities. The following extract from an arti
cle by Gilbert Walker on "Prospect for Transport in the 1960's'' ·which 
appeared in the Westminster Bank Review for May, 1960, i6 of interf!st:-

"A special problem is presented by the congestion of the towns,. 
particularly of the streets morning and evening, as traffic 
enters and leaves the city. That congestion could be eased. 
if _factory and office work~rs were induced to commute bY' 
rall and not by road. It IS surely worth the cost of improv
ing, even subsidising suburban services by rail, in order 
to avoid, or just to diminish the expense of urban road 
works, and in Mr. Marple's graphic phrase. to prevent the 
heart from being torn out of our towns. It may be a grave· 
mistake in the circumstances to charge more for season 
tickets. There might be a case also ·for devising a special 
licence fee-a toll-to discourage commutation by road!" 

However. the bus is an effective competitor of the railway on medium 
distance and on short distance (excepting subu:tban services). In certain 
foreign countries, the railways themselves often use bus service for substi
tuting all rail service on branch lines or local trains on main lines. 

9. In respect of goods services, the railways are obviously at a disad-
vantage in regard to speed of delivery, particularly for short and medium 
distance traffic, or door to door· delivery services, or personal attention 
being paid to the consignments of individual customers. There are 
also complaints froni the users about the loss or damage to goods in 
transit and pilferage of goods and delays in· settling claims on the part 
of railwavs. Many of ·these disadvimtages are such as will be inherent 
in any big organisation 'like the railways: It is necessary for the rail
ways as a commercial undertaki'ng, however, to organise its. working in a 
manner so as to mitigate, to the extent possible, these _in~erent weaknesses 
in their operations. The · Indian Railways recently have taken several 
steps which may be mentioned .in this connection: These include (i) in
troduction of quick transit serviCes and express goods serviCes. (ii) supply 
of container services, (iii) collection and street deli,/ery services and (iv) 
opening. of ou~-agencies an~ city boo kin~ .a~encies, . etc. · The note. at 
Appendix 18 gtves the details of such bohtJes provtcled by the In,l!an. 
Railways. 



Comparative Costs of Railway and Road Transport 

10. The inherent advanta~es of railway and road transport must re
flect themselves in the comparative costs of these two modes of transport •. 
provided that the 'costs' are interp:eted in wide terms so a~ to include 
not merely economic but also sonal costs to the c<;>mmumty. a~ large. 
The Inland Transport Committee of the E_conomxc C~miD:xssxon for 
Europe vide Resolution No. 163 defined the axm of coordmauon as fol
lows:-

" .... to determine what factors are likely to lead to utilization of 
the means of transport at the minimum economic and social 
cost to the. community; this cost comprise~ the economic and 
social cost in respect of transport operations proper and of 
ancillary operations and should . take into account ax~y a~
vantages and disadvantages entailed for the commumty · m 
the use of a particular means of b'ansport". 

11. It is not an easy matter to determine ·'the economic and social. 
cost to the community' of any particular service performed by the railwavs 
and r~ad transport. A report of the Secretariat of the Econo
nomic Commission for Asia and the Far East on Coordination of Trans
port (TRANS/81, dated January 25, .1957) discusses the principles oF 
costing in relation to transport coordination. "The social and economic 
costs", or more simply "the economic cost", according to the report; 
"is the sum total of the costs of production factors (labour, material, 
energy •. etc.)' utilised for operating a particular means of transport". 

As regards . the general appr:oach to determination of the minimum 
economic cost, the following. exttact from. the report will be of interest. 

"In a completely new country,. w~ere everything has yet to: be 
created, it is possible to conc:eive an ideal solution of. the 
transport problem by applying the most economical traffic 
methods. However, the case never arises in practice. In 
all countries there developed concurrently several modes of 
transport with their own infrastructur·e and equipment, which 
have reached a varying degree of saturation and which share 
the traffic between them. The optimum distribution of tra
ffic should be endeavoured with this factual situation as a 
starting point." 

" .... coordination cannot. be bil~ed ·On -th~· comparison of the ;we· 
rage costs of each transport medium,, since they correspqnd; 
to traffics which,. takeq as. a whole, are not substitntivP." 

"Economxc studies should, therefore, bear either on well-determiner! 
traffic. flows or .on traffic tran-sfers from one mode of trans-
port to another.': · · 

"In all cases, the. costs to compare are, on the one hand, the total 
additional costs to be borne by· the mode of transport re
ceiving the traffic transferred, and on the other, the total 
savings likely to be achieved py the mode of transport reliev
ed of the afore-mentioned ·traffic". 
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In regard to the determination of the respective fields of each mode 
of transport, .the report concludes as follows: 

"No economic f>tudy, be it so complete, may presume to determine 
the field of each mode of transport. The parameters involv
ed are far too numerous and too variable, accordina to the 
implications considered. At the utmost, it may be 

0
possible 

to undertake a comparison of average economic costs for 
large !>egments of road and railway traffic (traffic classified 
by ranges of tonnage and distance), but the results obtained 
will yield only a first approximation and may, at best, guide 
the choice of specific cases, which would become the sub
ject of more detailed studies on transfers of traffic". 

12. There are thus numerous difficulties involved in any elaborate cost 
analysis of :a~l and road operations, if such an analysis is to be attempted 
for determmmg the relahve role of the two means of tra_nsport. \V"e 
have come across some such studies made in foreign countries and it may 
be useful to mention here briefly the broad conclusions reached in these 
studies: We may refer, in this co~nection, to the report of the Australian 
Commlttee on Transport Economxc Research (also r.eferred to in para 2 
above) which gives a comprehensive table based on studies of costs of ope
rations for various types of vehicles with different combinations of mile
ages, wages and overheads and other factors such as different licence 
and permit fees, different nature of employment of vehicles, etc. The 
report indicates broadly the reasonable limits of operating costs for vari
ous categories of vehicles under various conditions of operation. Certain 
extracts from the table on costs (Table No. 8-Part I) are reproduced at 
Appendix 19 to give some idea of these limits. In the opinion of the 
Australian Committee, it is of little value to indicate merely the average 
.cost per ton mile for various classes of vehicles under average mileage 
and costing circu.mstances. As regards the rail cost~, the Committee work
ed out three sets of figures of costs to compare wtth the average cost of 
road transport. The first shows an estimate of average railway operating 
cost on all systems for all lines for the competitive freight traffics, the 
second shows the costs for these traffics on the heavily trafficked lines and 
the third shows the estimated average railway costs for all types of freight 
on heavily trafficked lines. The broad result of this study is that while 
at all distances of haul. road transport is higher in terms of cost per ton 
mile than rail transport on the heavily trafficked lines, the same is not the 
case when all lines are taken into account. The Committee takes account 
of the transport and handling charges at each end of rail movement and 
"Shows by analysis that for haulage over a distance of 300 miles, terminal 
charges for a number of commodities form a comparatively small propor
tion of the total transport cost. The Committee observes that it is un
ioubted that "based on operating cost, railway transport is the more eco
:lOmical form of transport for most commodities over long distances". The 
broad conclusion of the Committee is as follows: "It is doubtful whether 
any expert examination of Australian .land transport costs could go fur
ther than conclude that basic costs of operation, together with other econo
mic considerations and transport att~ibutes, indicate that. these facto~s 
favour the use of rail transport as bemg the more econorruc and practi
cable over long distances, whilst for shorter distances the use of road 
~transport is the more economic and practicable." 
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13. Elaborate costing techniques have been developed by the British 
Transport Commission. The broad conclusions of studies on freight 
costs issued by the Costing Department of the Commission were repro
duced in the Annual Report of the Commission for the year 1951 as 
follows:-

"In present circumstances the cost of rail transport is likely to be 
lower than the cost of road transport and vice versa, ac
cording to conditions as follows:-

Rail Road 

Direct route • Cross-country route 

Heavy flows . Light flows 

L·Jng dist:mce Short distance 

Dir.:ct rail ac.::ss (e. g. si ling CHne.:tions) No easy acc<:ss to rail 

Mechanised handling Personal handling 

H-:avy b .. !k (tnin !J1l) • Sm1ll bulk (up to lorry lo1d) 

Robust c-:hnmodities Fragile c.->mmoditi:s. 

14. No detailed cost studies are done at present by the Indian Rail· 
ways. The present system of expenditure accounts on the Indian Rail· 
ways is determined by the needs wholly of budgetary and general admi· 
nistrative control. The expenditure is booked under heads like main· 
tenance, replacements, additions, staff, fuels. stores, etc., and this system 
of accounting does not lend itself to any sci.entific analysis of costs ot 
haulage of any particular type of traffic hauled by the railways. Most· 
of the expenses incurred in the traffic operations are treated as a whole· 
and are not allocated between the various types of traffic. What we have· 
on the railways are the figures of overall average. cost of hauling a ton 
of goods per mile. These average figures have not much meaning for 
purposes of comparison of costs of specific types of traffic handled by the
railways with corresponding costs of haulage by road transport. 

15. On the basis of the figures of average cost of haulage per ton .. 
mile for all goods traffic, the Railway Board have attempted to make 
rough calculations of cost of haulage of coal after allowing for some 
of the peculiar features of coal haulage and then derived the average 
cost of haulage of all goods other than coal. The more important 
characteristics of coal transportation taken into account in these cal
culations which have a bearing on the transportation cost of coal are: 
(a) greater incidence of empty running, (b) heavier loadability per wagon, 
(c) movement in train loads with comparatively longer hauls and (d) less 
incidence of compensation claims payments as well as smaller handling: 
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-charges-of which factor (a) makes for higher costs while the other factors 
have the effect of lowering them. 

The following are the figures which indicate the results of these cal
<ulations:-

A. Overall average cost* of haulag.! per ton 
mile of all goojs 

B. Average cost* of haulage of coal as es
timated . 

·"C. Average cost* of haubge of other g:nl;, 
as derived on the sam·! b1sis 

* lnclujii~g interest at 31 per cent only . 

(Naye paise per ton mile) 

Broad Guage Metre Guage 

9· rS 

. According to these calculations, the average cost of haulage of coal 
·on broad gauge system is as low as 3·85 naye paise per ton mile while 
the highest figure for haulage of goods other than coal on metre gauge 
is .Q·l8 naye pa!se per ton mile., These calculations are admitted to be 
very • rough in character; for, under the existing system of accounting 

·on the railways, it would be extremely difficult to make any precise al
lowance for the numerous factors peculiar to haulage of coal and other 
commodities. The Railway Board were requested by the Committee to 
make an atempt to work .out the actual cost of haulage in respect at 

.least of coal and iron ore on selected sections. The Board, however, has 
informed the Committee that under the existing system of accounts and 
allocation of expenditure, it is not possible for them to work out the 

-actual cost of haulage of specified commodities on selected routes. 

16. In regard to road transport, the Committee has made an attempt 
to have an ad hoc study made of the costs of operation of a few trans
port undertakings in the country. The study has been done with the 
help of the Chief Cost Accounts Officer of the l\Iinistry of Finance. For 
the purpose of this study a few vehicles were selected belonging to three 
different undertakings. Care was taken to see that these vehicles were in 
different age groups and had different makes and were operating on 
scheduled routes. The figures of costs were computed from th~ actual 
records kept by the undertakings concerned in respect of these vehicles for 
.a period of one year. In the table below we give the highest and the 
lowest cost per vehicle mile and per ton mile for the three firms which are 
<lesignated as A, B and C. 
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(In. naye paise) 

A B. c 

Highest Lowest Highest Lowest Highest Lowest 

<(i) Cost* perton-
x8·s 14•8 47•6 21"0 m1le 12"3 17"9 

(1i) Cost • per ve-
73'6 78•7 57'6 87•1 s·s hide mile 105'4 

It will be seen that there are wide vanat10ns in the figures of costs 
-of operation for the three undertakings. ~he cost per vehicle m!le 
varies from 57·6 naye paise to 105·4 naye pats.e, and that per ton mlle 
from 12·3 naye paise to 47·6 na~e paise. The vari~uon .in tJh~ cost 
per ton mile is larg~r than that ~n the cost per vehicle mlle, ow1~g to 
the great difference m the authonsed load and the load factor achxeved 

-on uilferent vehicles. The highest cost is in respect of a vehicle perform-
ing parcel service-the authorised load of the vehicle is 112 maunds (or 4 
tons) and the average load factor obtained on it 60 per cent. The lowest 
-cost is for a vehicle operating on a route 271 miles long with .the authoris
ed load of 220 maunds (or 8 tons) and with a load factor of about 90 per 
cent. These results pertaining as they do to only a few vehicles• of just 
three undertakings, could not be expected to indicate fully the range of 
variation that p9ssibly could be ,f>btained in the cost calculations. 

17. According to the rough calculations presented above, ,the ~ost of 
haulage by the railways is significantly below the minimum cost of haul· 
age by road transport. . These calculations also indicate that the maxi
mum cost of haulage by road might well be many times more than the 

·Cost of haulage by the railways. These broad observations, however, 
are subject to several limitations. As regards the figures of cost of haul
age by toad transport, one important point for consideration is how fat 
these include the cost of maintaining the road or any return on the capi· 
tal invested on the roads. vVe have taken note of the several studies 
done in the past in regard to incidence of taxation of road transport. 
The latest one is that by the National Council of Applied Economic 
Research entitled 'Contribution of Road Transport to the Public Ex
t·heq uer' (1960). The broad conclusion reached in this study is that 
the net contribution made by road transport industry in the form of 
taxes works out at 16.58 per cent on the capital invested in roads, con
sidering the operational payments only and to 19·1 per cent considering 
all payments. By operational payments is understood to be the payments 
made by the industry in the course of its operations, while other pay
ments are from the profits- of the industry as, for instance, income tax 
etc. \\'e do not propose to go into the merits of the figures presented 
by the National Council of Applied Economic Research. All that we 

*The CCJst computations take account of the depreciation on capital (on the basb of sev.:!n 
years' life CJf vel1ides), b'Jt no interest on capital is included in these figures. These incbde 
all taxes p1id by the vehicles. Moreover, the computations relate to haulage from booking 
-office on the one end to delivery office on'the o•her and do not include costs of door to 
door delivery. 
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wish to say is t~at this st~dy like other studies done on the subject in> 
the past, does not prov1de an answer to the main question which> 
needs to be considered in any comparison of the costs of haulage by· 
railway and road transport; namely. whether and to what extt:nt the cost of 
wear and tear caused to the roads by the operation of commercial vehi· 
des and . also their shar:e ?f inter~st on the capital investment in the· 
construction of roads are, m practice, met from the taxes which these· 
vehicles p_ay ~o the Ex_cheguer. This question does not easily lend itself 
to any scientific exammation. In the first place, not all the taxes paid: 
by road transport can be taken to represent the contribution of road 
transport to the cost of maintenance and construction of roads. In this. 
connection, it . may he r~levant to quote the following from the report 
of the Australian Committee on Transport Economic Research•. 

•• .... because Governments have to raise substantial revenue to 
cover a vast range of activities, the motor vehicle field 
among others has been selected as a source of general reve-
nue taxation over many years, and that present government 
policy requiring the collection of general revenue funds. 
from motor vehicle owners must be accepted". 

Secondly, an important basic question that needs to be studied is the· 
extent of damage to roads caused by the use of various types of vehicles~
\Ve shall refer later in· the Report to the studies being undertaken on 
the suqject in the United States of America since the passage of the 
Highway Revenue Act of 1956 by the U.S. Congress. 

20. As explained earlier in this chapter, the cost calculations which are
important for any policy decisions regarding allocation of traffic between 
various modes of transport, have really to be based on the specific tra
ffics in view which are to be transferred from one mode of transport to· 
another and have to make allowance, among other things, for the de
gree of saturation reached in regard to the utilization of capacity on these· 
means of transport. ' These calculations, therefore, could be usefully 
made with reference to the specific cases of traffic over specific routes. 
in view. The studies of average costs of haulage by road transport and 
railwavs such as we have cited above, are useful in so far as they indicate
broadfy the types of traffic for which railways or road i.ransport may be 
more economical in general. The Committee wished to p~rsue furthe:· 
the studies of average costs by these two means of transport m. the condi·
tions obtaining in India but the existing system of accountm~ of the
railways or, for that matter, of the road transport undertakmgs set$ 
serious limitations tQ these studies being made very scientific. 

*Part I of the Report "Road Transport Costs a11d Road Construction and 1\fainten
ance (September, 1956)" para 97· 



CHAPTER XI 

MORE IMPORTANT METHODS OF CO-ORDINATION AND 
THEIR APPLICABILITY IN INDIA 

In this chapter we endeavour to describe the various approaches to 
the problem of road-rail coord~nation and to consider their applicability 
under the conditions obtaining in India. As indicated in the earlier 
-chapters, the basic approach to the problem of coordination in some 
.of the free enterprise countries appears to be that competition should be 
the principal factor in determining the allocation of traffic between rail
ways and road transport, but that conditio11:s of competition should be 
.equalised between the two means of transport. It is generally recognised 
that in the absence of equalisation of condition~ of compe~ition, !he ~istri· 
hution of traffic between the two means of transport wxll be urat10nal./ 
It is, in fact, suggested that one of the tasks for public authorities should 
be to establish equal conditions of competition. The following are the 
'\'arious essential ingredients of this approach:-

<;.1. Adjustments of freight rates of transport undertakings in accor
dance with the cost of haulage; 

(b) Neutrality of the fiscal legislation between tht two means of 
.,::-- transport; 
(c) Elimination of direct and indirect subsidies to the undertakings; 
~/ and 

(d) Reimbursement to undertakings of costs ~f unremunerative 
/ services and other public service obligations to the extent 

that these cannot be recovered. through the pricing system. 

We shall attempt to deal with these in sobe de~ail in the paragraph~ 
to follow: 
Adjustment of Freight Rates on the Basis of Costs 

2. There have been notable developments in railway rate making in 
the United Kingdom and Canada. To quote from James C. Nelson's book 
.6Rail-Road Transportation and Public Policy' (1959): 

"British railways since the early 1930's have been permitted to grant 
shippers agreed charges or contract rates. Until 1953, safe· 
guards for shippers and competing agencies required publica 
tion of agreed charges, gave the agreed charges to small ship· 
pers offering the same type of traffic under similar circum
stances, and allowed competing agencies to oppose an agreed 
charge on a showing of substantial reduction of competition. 
Under the British Transport Act, 1953, agreed charges no 
longer need be published if less than maximum rates, ship· 
p~rs are given regulat?ry protection only if proal can be 
g1ven that no alternatxve forms of transport are available, 
and competing agencies may no longer oppose agreed rates 
since they are currently conceived as devices to meet rather 
than to reduce competition". 

81 
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Under the "New Charges Scheme" introduced in Great Britain in Tuly 
1957, maximum charges are prescribed by the Transport Tribunal which 
_are _b~ed. upgn cost (in terms of consignment weight and loadability) 
rather than on the value of merchandise. Within the maximum rates pres
cribed by the Tribunal under this Scheme, the regional managements have 
the freedom to negotiate charges with the individual traders. The British 
Railways are thus empowered to make agreed charges according to commer
cial considerations except in certain cases where only reasonable charges 
are required to be fixed in consultation with the Transport Tribunal. The 
British Railways are also absolved of equality and undue preference rest· 
rictions and of the obligation to publish these charges. The Committee 
has not been abJe to collect detailed information as to how the scheme of 
charging adopted by the British Railways has worked in practice and to 
what extent it has helped them in competing effectively with the road 
hauliers. One view is that the new classification of rates has not completely 
broken away from the old one which was based on the value of goods rather 
than on the cost of their carriage. The new classification, however, takes 
into account such elements of costs as loadability, regularity of traffic an:! 
the quantum of traffic, etc. to a much larger extent than before. 

7he following comment on the New Charges Scheme from a paper 
published by PEP (Political and Economic Planning) on December IS. 
1958 is instructiYe:-

"Although the new scheme and the lifting of restrictions allow the 
railways much more flexibility than they have ever had be
fore, there are still serious limitations on their freedom ot 
o:eeration. For instance. changes in the maximum rates must 
stlll be authorised by the Transport Tribunal and considera
ble cuts were imposed on the B.T.C.'s first freight charges 
scheme. Further, maximum rates are now based on operating 
costs in 'adverse but not extreme' circumstances, so that 
although the railways have the power to charge a considerably 
higher rate to the traffics which they find more costly to carry 
they do not have the power to price out of th~ market those 
traffics which are carried in 'extreme' circumstances at a very 
high cost to the railways. Since they still have obligations 
as common carriers they cannot refuse to carry such traffics. 
Nor can they refuse to cater for the marginal requirements 
of firms who send the bulk of their traffic in their own •c• 
licence vehicles. Many such firms use the railways as a stand· 
by service in special circumstances, but even under the new 
scheme they cannot be asked to pay the full cost of providing 
this service in extreme cases, though the railways now have 
the power to charge them rates well in excess of those which 
they are now paying. Thus, even under the new charges 
scheme, there will still be the need for some high cost traffics 
to be subsidised by others which the railways carry more 
cheaply .... The Transport Tribunal is still able to t>xert a
considerable influence over the structure of the new charges 
scheme and its operation, and will have the power to inter
vene in cases where a trader is able to submit that he has not 
been charged "a reasonable rate" .... •• 
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According to the White Paper on "Reorganisation of the Nationalised 
Transp~rt U nd~rtaking~" presented by they .K. Minister of. T!ansport to 
the British Parliament m December, 1960, the present restncuons on the 
ability of the railways to adjust quickly and adequately their freight charges 
and passenger fares are, in the Government's view, no longer justified in 
the present competitive conditions". Accordingly railways are proposed to 
to be "freed from statutory controls over their charges, except for fares in 
London Passenger Transport Area where the London Transport Executive 
and British Railways have a virtual monopoly of public passenger tram· 
port", and "this change will substantially reduce the functions of the Trans
port Tribunal". 

3. As practised in Canada, 'agreed charges' are mutually settled bet· 
ween railway and any shipper who will agre~ to ship a percentage of his 
product by rail. The rate quoted is based on ~e percentage of traffic that 
1s to go by rail, with better rates for higher percentages. Railways must 
make a similar rate available to any other shipper of the same product 
who wishes to enter into a similar agreement. • With some exceptions, 
agreed charges can be increased only by negotiation with the sh1ppers. 
They must be compensatory. There has been a steady increase in the 
quotation of agreed charges in Canada in recent years. It is understood 
that the railways in Canada desire further extension of the practice of 
quotation of competitive rates without any restrictions from Government 
so that they can freely compete with road transport. 

4. In the United States of America, the Interstate Commerce C0m· 
mission exercises an effective, control over fares and freights by road and 
rail. The Commission has been authorised to provide the maxima and 
minima rates and also the precise charge where a particular rate is found 
to be unlawful and unreasonable. The railway rates are based on the 
traditional principle of what the 'traffic would bear'. The Transportation 
Act of 1958 "directs the Interstate Commerce Commission to give the 
various modes of transportation greater freedom in establishing competi· 
tive rates." The Commission, however, "has the power to deny a proposed 
rate reduction, if in its judgement, the rate does not conform to the ob
jectives of the National Transportation Policv declared in the Interstate 
Commerce Act. In other words, a proposed rate may be non-discriminatory 
among shippers and profitable to the carrier proposing it and yet denied 
if the Commission feels it would give the carriers 'undue advantages' or 
deems a rate to be 'unfair' or savouring of 'destructive competitive prac
tice' ". • 

In a Report entitled 'Federal Transportation Policy and Program' sub· 
mitted by the U.S. Department of Commerce to the President of the United 
States of America in March, 1960, the general approach suggested 'With a 
view to solving the problem of coordination in the field of transportation 
is somewhat similar to the one adopted in 1953 in the United Kingdom. 
The following quotation from the Report sums up the findings of this 
study:-

"Two major approaches are possible. One is the Government-regu
lation philosophy with centralised thinking from Washing-

*Paper No. TRANS/WPCT/s dated the 24th November, 1958 of ECAFE, Inland 
Transport and Communication Committee (pp. 6-7). 
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ton. It would require stricter regulation of present carri<:rs, 
extension of regulation to the private and exempt area, and 
allocation o£ traffic by the Government rather than the ship· 
pers. It would be slower to adjust to rapid technologicaJ 
change. This we reject, believing that another alternative 
will work. 

The other alternative is that in the long run the transportation 
system should be regulated by the same forces as the rest 
of the American free enterprise system: fair competition 
in price and service to the customers. Regulation in the 
long run should remain only where monopoly or the 
threat of destr~ctive competition remains. This approach 
requires greater freedom for. the carriers in setting their own 
rates and determining and developing their routes and ser
vices. The tighter regulation that was well adapted to plO· 
testing the public under the predominant monopoly of the 
railroads is no longer well suited to highly competitive trans
port networks. Common carrier rates of allltinds are rapidly 
becoming regulated by competition whether the common 
carriers like it or not-the competition of highly developed 
private and exempt carriers. And conditions in the trans
portation industries once a larger degree of market and mst 
information becomes available, promise workable results 
under substantially reduced regulation. Concurrent with this 
reduction should come reduced exemption from the antitrust 
laws applicable to the transportation industry in general". 

The Report, however, adds that "At present, too little is known about 
the rt1ative costs of transporting traffic via the several modes and routes 
typically available to shippers. A comprehensive study should be made to 
explore the cost-finding methods most likely to afford proper comparisons 
between the several forms of transport". While recommending the long 
range objective of restoring free competition between the various me::tns 
of transport, under equalised conditions, the Report suggests a gradual 
approach to be adopted in this direction. According to the Report, "the 
timing of recommended action is of key importance ...... Transportation 
has always been operated under a shifting balance between Government 
public-utility regulation and the normal economic freedom of other com
mercial enterprise." The Report adds "long-range goals should be approa
ched step-by-step, with steady pressure in the right direction. Gradua
lism. with adequate time to adapt to change, is one major key to Jhe ap
proach recommended". 

~- The fundamental question which arises in considering the adjustmt"!lt 
of rates on the basis of costs• is how the overhead costs are to be account
ed for and apportioned between the various services provided by any 
means of transport. There is, in the first place, the difficulty of putting 
railways and road transport at par in respect of overhead costs. The rail
ways as exclusive owners and users of their track can include in their 
tariff both the direct expenditure on u·ack as also an appropriate share ot 
the fixed cost of laying the track. The position of roads, however, is diffe
rent inasmuch as they are built and maintained in most countries as a pub
lic service and it is difficult to determine and to 1·ecover fully the cost of 

*The term 'c)~t of }t1•1h1'~' mei in the c:mteltt of the sug12;estion to base freight 
c:h~rges 0e1 C')~t, o~viously doeq n\>t mean the bare cost, but also includes a rell3onable 
amount of return on the capital. 
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uses by different types of users. Secondly, an important factor which com
plicates the task of allocating ind~rect costs to ~he vario?s types of traffi~ 
moved by rail and road transport IS t11e great dlffere{\ce m degree of capi
talisation of the two means of transport•. As stated in Chapter III, on 
purely c<;>mmercial grounds, t~e railways ~ave to ha~e a di!ferentia~ rating 
policy wah a view to recovenng the md1rect costs mcludtng the mterest 
on the fixed caoital from the various categori·es of traffic carried by them. 
Road transport: even if it can be made to reimburse the full cost of uses 
of road, becwse of the comparatively smaller incidence of overhead ,·osts, 
will not need to have the same type of differential rating structure as the 
railways. The railways will thus be placed at a disadvantage in competi
tion with road transport in respect o£ some of their services because of the 
higher incidence of indirect costs. To the extent that the railways and 
other transport undertakings acting as strictly commercial undertakings 
are compelled to have differential charges on different !lenices provided 
bv them, the charges in the case of every servi€e will not reflect the cost of 
pro·viding that service and will, therefore, not .be a correct measure of the 
inherent a(hantages or disadvantages of these undertakings for providing 
the ser\ice in question. 

6. The practicability of the suggestion to treat railways as a commer· 
dal undertaking and to enable them to levy charges based on costs, depen
ding upon their competitive position vis-a-vis road transport under the
conditions obtaining in India bas to be considered with due regard to the 
peculiar cjrcumstances of this country. 

•j.R. Sargent in his book 'British Transport Policy' while opposing the method of 
railways realising indirect costs throu~h indiscriminate charges bas ~ugge5ted that "the 
most workable form of common policy for road and rail is one which aims at even distribu· 
tion (per mile run) of the indirect cost of each agent over all its services". According to 
Sargent, therefore, "the railways should be instructed to cover their indirect cost by fixing 
their charges for every service ad that it exceeds the direct cost of the aemce by a uniform 
amount" ... As a necessary ingredient of his scheme, Sargent sugge5ts that to defray ¢e 
indirect cost of road transport aU road users should be charged a uniform tax per ton•mile 
and uniform tax per passenger mile and the present registration duty on motor Yehicles. 
should be abolisheJ, unless there was a convincing case that differential taxation on different 
classes of vehicles was necessary on the grounds that some wear out the roada more quickly 
than the other. Sargent, of course, is himself doubtful about the possibility of this scheme 
being put in practice because of the powerful public demand for continuance of unremunera-
tive services, for which" the public will frequently refuse to allow the charges ...... : .. even 
to cover direct costs". Apart from the pr'letical possibility of adjustin& rates in this 
manner, there are some theoretical objections to this which merit consideration. 
J. L. Carr in an article entitled "The ca!e for Discriminatory Rail Charges'' publi!hed in the 
Joumal of Institute of Transport, London (1958) has commented lucidly on Sargent•s 
scheme. The main points made by Can are : Firs~ly, road transport undertakings will 
e>c:tpe fuel tax if they reduce vehicle mileage, but the railways are not in 11 position to escape 
their indirect costs unless the route mileage is clo<;ed. Secondly, the averaging of indirect 
rail co·its will lead to cross subsidisation of some rail services by others on a l!cale considerably 
gre:lter than that on which fuel tax makes for cross subsidisation be'ween coad services. 
The railways cle:uly will be placed at a disadvantage in competition wirh road transport in 
re,pcc' of some of their services because of the higher incidence of a uniform indirect costs 
surcharge. Carr in his article has supported discrimination in freight rates particularly when 
di '';rirr.i'lation is subjected to double limitation imposed.by road competition and publicly 
regulated m3ximum chargeq, According to Carr, discrimination will enable the railways tiO 
compete effec·ively for traffic which they can carry cheaply and to recover indirect costs not 
attributable h> particular services from traffic for which .ctemand is less elastic. The author 
adds •'.'v1on.vver, while some unremunerative lines have to be kept in being, discrimination 
offers a mean~ both of financing their deficits without raising charges while demand is elasuc 
and of mininnsing these deficits by extracting the maximum revenue from traffic CP.m~"! 
on tl e unrtotitable lines. 
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The resources of basic commodities like coal in India are concentrate< 
in certain regions only and this necessitates movements of these commodi 
ties over long distances. Thus, the average lead of coal traffic on the India~ 
Railways is about 422 miles and about 25 per cent of the total coal hauled 
by the railways moves beyond a distance of 500 mifes. The share of coa 
in the total rail traffic in India is as high as 38 per cent. The basic im 
portance of coal in the economy of the country will be realised from tht 
fact that while in India coal accounts for 79 per cent of the total ener~ 
supply, the corresponding percentage of energy supply from coal in Unite< 
States of America is only 28·8. It has been stated earlier that the rates o. 
coal almost from the very beginning have been fixed in a manner so as t< 
keep the burden of freight on coal over the long distances within reasona 
ble limits. The freight rates on coal thus have been allowed to taper oll 
with the increase in distance of haulage. Any adjustment in freight ratel 
on coal so as to make these rates correspond to cost, would not permit oJ 
reduction in rates with increase in the distance of haulage to the extent 
that this is done under the present system of freight rates on coal. As ex
plained m a subsequent chapter, the average lead of rail movement of coa] 
may bt reduced in the long run on account of the increased production 
of coal in regions other than Bengal and Bihar. Also, the increased use 
of alternative forms of fuel. e.g., oil and fuel gas and th~ establishment ol 
coal washeries to wash coal, are ~ikely to influence considerably the im
portance of coal as a source of energy supply and its capacity to bear heaviei 
freight rate. However, the effect of these developments in the next 5 to 10 
years could not be expected to be very significant. In additi9n to coal, 
there are several low-rated commodities which are moved over long dist
ances and at comparatively very low rates. The notable examples are: mine
ral ores, limestone, gypsum, manures (organic and chemical), foodgrains, 
stone, marble, cement, etc., etc. Having regard to the long leads of 
haulage in coal and other basic commodities, the imposition of rates on 
the basis of costs is bound to result in considerable dislocation of the 
industrial cost structure in different regions of the country. A detailed 
study of the implications of any such adjustment in rates will require 
to be made having regard to the peculiar circumstances of each region. 
This will entail collection of elaborate factual data. It will be appre
ciated that prices of these basic commodities have a major influence on 
costs and prices in general and industrial costs in particular. It is im
portant, therefore, to know precisely the incidence of the railway freight 
rates in the costs of the more important industrial products in the country. 

~- As mentioned in the preceding chapter, no precise information is 
available about the cost of haulage of individual commodities by rail. 
All that we have is the average costs per ton mile of all freight traffic 

carried by the entire railway system. In the table below, we have 



compared th~ ligures of aver~ge costs of haulage, with the rates ~a.rged 
for various distances of haul m respect of a few low-rated commod1ttes:-

(In Rupees) 

Freight charges per ton 
Average 
cost of 

haulage of' 
Coal ManuresJ Oilcakes Bone- Food- · Ores aton of 

J.l~Wg meal palna Common goods 
(BG& 

Srecial Scale Scale Scale Scale Scale MGto-
Scale :a·~ 2S·A 27•5A 30·A s:a·,A gether)of 

all com-
modi ties* 

'100 6•87 5"99 6·55 7"35 7•89 8•71 6·00 

300 13•69 12•52 13•38 15"24 I6·6o 17"97 18·oo 

100 16·86 17"97 19•87 21•78 23"95 23·86 30"00 

750 20"44 23"41 26•13 23·58 31•30 33"75 45"00 

"1000 24•00 28•31 31· 58 34"84 37"84 41•10 6o·oo 
~~ 

53•62 11500 30"00 37"02 41•10 45"19 49"54 90"00 

"\\'e may, for the present, .~verlook the fact that adjustment of rates on 
the basis of the average costs will itself lead to reduction in the volume 
of traffic in these commodities and, therefore, will result in increases in 
the average cost of haulage of these commodities. Even without allow· 
ing for any such increases in the average costs, it will be noticed that for 
a haul of 750 miles, the freight rates will have to go up by 120 per cent 
in the case of coal, 92 per cent in the case of manures, 72 per cent in 
the case of oilcakes, 57 per cent in the case of bone-meal, 44 per cent 
in the case of foodgrains and 33 per cent in the case of ores common, 
over the rates obtaining under the present system. Increases of these 
dimemions will necessarily have far-reaching consequences on the eco
nomy. 

8. As explained in the preceding chapter, the cost of haulage of 
coal could be assumed to be somewhat lower than the cost of haulafie of 
other commodities and there are also considerable differences between 
the cost of haulage between broad gauge and metre gauge Jines. In the 
above table we have worked on the basis of a uniform cnc;t per ton mile 
for all commodities over the entire railway system. liowever, even if 
we take the cost of coal separately, the average cost for a distance of 
750 miles would work out toRs. 28·27 on broad gauge lines and Rs. 42·75 

• TI-t!~~ 1~! n 1~'1 fi~!lr!' ni l;s·~rn! a uniform proportionate increase in the cost, 
·wi'h 1'1 i 'l:r!l~e in the digtance of hl·~l. The cost of ba'Jla~e is expected in actual practice 
to taper o:T to s'lm! eJCtent with the distance of haul but in the absence of precise calculatiolll, 
it is difficult ta allow for this factor. 
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o~ met~e gauge lines. The corresponding figures for a distance of 1,50() 
mtles will be Rs .. 57.75 and ~s. 85.50 respectively. Adjustment of freight 
rate~ on the basts of costs will, therefore, mean considerable increase in 
the present rates and, moreover, the rates may have to be higher on 
the metre gauge as compared with the broad gauge lines. 

9 .. Similarly, the imp;ications of any adjustment in the freight rates 
on htgh-rated commodtues need· to be clearly understood. If the rail
ways have to reduce their rates on all commodities which are at present 
charged more than their cost of haulage so as to equate them with the 
average costs of haulage, it will involve, on a rough assessment, a loss. 
of Rs. 40 crores per annum to the railways. This is on the basis of the 
existing volume of traffic in these commodities carried by the Iudian 
Railways. The significance of any such step from the point of view of 
railway finances has to be considered with due regard to the recent 
trends in the railway fi~~nces and the obligations placed upon them in 
regard to payment of dividend to the Gen~~al Exchequer and to contri
bute resources for the Plan. As brought out in Chapter IX, the future 
of railway finances seems to be difficult, due mainly to the impact of 
the five year plans on the pattern of railway traffic. In the Second Plan~ 
the railways have relied on the General Exchequer to an appreciable 
extent for expenditure which should normally be met from the Railway 
Devdopment Fund. In the last year of the Second Plan, the railways. 
levied a flat surcharge of 5 per cent on freight rates (except on certain 
export commodities and railways' own stores including loco coal) in order 
to enable them to meet their financial obligations. This step makes the 
railways more vulnerable to competition from road transport in respect 
of high-rated commodities. While the short-term requirements of railway 
finances could possibly be met by such ad hoc increase in freight rates, it 
may be inevitable in the long run to make a change in the railway freight 
structure itself. If it is found that adjustment of a major character is. 
required, this will raise very vital and complicated questions of policy. 

Neutrality of Fiscal Legislation and Elimination of Subsidies 

10. How far the fiscal legislation in any country can be made neutraf 
between the two means of transport, namely, railways and road tran~port. 
and direct and indirect subsidies on these means of transport abolished. 
are questions which are difficult to answer. In several countries of the 
world, these questions have exercised the imagination of public authori
ties for quite some time. As already indicated in the preceding chap~er, 
the studies made so far in India do not provide answer to the question 
whether and to what extent the taxes paid by the commercial vehicles 
could be said to repay the cost of ·wear and tear caused to the roads by 
these vehicles and tbeir share of interest on the capital invested in the 
roads. 

In USA, the Highway Revenue Act of 1956 est~blished a formal con
nection between the taxes on motor fuels, along with a few other motor
vehicle excise taxes, and highway expenditure. This. Act •. along with an
other Act passed in the same year, i.e., the ~ederal Aid H!ghway Act, ~ets 
in motion research that "may eventually bnng federal htg~way chargmg 
policies into closer accord with the economics of the enure transpor• 
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situation"•. Section 108 (k) of the Federal Highway Act of 1956 requires 
that the Secretary of Commerce expedite the road tests of the American 
Association of State Highway Officials and report to Congress, not later 
than January 3, 1961 .. , on the maximum desirable sizes and weights of 
vehicles and also on the effects of weight upon highway design and upon 
investment and use costs. According to Section 210 of the Highway 
Revenue. Act, 19.56, the U.S. Congress expects to be furnished 

" ...... information on the basis of which it may determine what 
taxes should be imposed by United States, and in what 
amounts, in order to assure, insofar as practicable, an equi
table distribution of the tax burden among the various classes 
of persons using the Federal-aid highways or otherwise deri
ving benefits from such highways". 

Reimbursement to Transport Undertakings of the Cost of 
Unremunerative Services and other Public Sei:vice Obligations 

II. For equalisation of conditions of competition between road trans
port and railways, it is necessary that either both means of transport 
should undertake similar public service obligations or the costs of these 
obligations should be reimbursed to the extent that these are placed upon 
either of these two means. From the results of the studies done in other 
countries such as the Committee has been able to obtain, it appears that 
neither of these alternatives couJP. possibly provide a complete answer to 
lhe problem of equalisation of conditions of competition between road 
transport and railways. In Chapter VII we have explained how the ques
tion of imposing any public service. obligations on road transport in 
India has to be considered with reference to the state ·of organisation of 
the industry. As regards the 'reimbursement to the undertakings of the 
cost of public service obligations, the note of the Secretariat of the U.N. 
Economic! Co:rr.mission for Europe, referred to in Chapter VII observes 
that the 'reimbursement cannot "provide a complete and universally 
effective solution; for the cost of some obligations is difficult or even im
possible to assess; this is more especially true of the obligations affecting 
the general structure of goods tariffs". Attempts have been made in 
Great Britain to curtail the unremunerative services provided by the 
railways. The report on British Railways of the House of Commons 
Select Committee on Nationalised Industries (1960) which is referred 
to earlier in Chapter IV, makes the following observations in regard to 
the need to operate uneconomic branch lines·by the British Railways:-

"However, the consideration of direct profitability is not the only one 
which applies in this case. Because of the cost of the roads, 
and of the congestion on them, the national interest may 
require railway services. which do not in fact directly pay 
for themselves, but which may cost the nation less than 
the alternatives" • 

. . . . . . A service may be justified on other than economic gro1:1nds, 
because for example the less populous parts of Britain might 

•James C. Nelson : "Rail Road Transportation and Public Policy (I959)", The 
Brookings Institution, Washington, D.C . 

.. Only an 'interim report' was submitted on January 3,196r, It is understood that 
a further and final report will be submitted in the summer of 1961. 
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?therwise be left without a railway service. Account may< 
m other words, need to be taken of social considerations." 

In regard to the provision of such services by the British Transport Com
mission, the Committee observed as follows:-

"But if the Commission are to know which of their services are 
justifiable on grounds of direct financial return, they must 
first have some form of accounts by which the profitabilitv 
of Regions and services can be judged. 

The consideration of profitability,. . . . . . should be left to the Com 
mission. But if decisions are to be taken on grounds of 
the national economy or of social needs, then they must be 
taken by the minister, and submitted by him for the approval. 
of Parliament. 

Furthermore, if Parliament is to specify that certain services should 
be undertaken, despite the fact that the Commission cannot 
profitably undertake them, then the additional cost of-them 
should be provided, in advance, out of public funds. 

If subsidies of this kind are to be paid to the Commission, t.;.en 
they should be paid for specific purposes, and they should 
be paid openly. They should not be disguised as, for ins
tance, a payment of the track costs (which are an integral 
part of railway operations), nor as the writing-off of the 
burden of interest, and they should not be hidden away in 
the Commission's accounts". 

The British White Paper of December, 1960, referred to in paragt·aph 2 
above, has the following brief comment which may be of interest in this 
connection: 

.. A railway srstem of the right size is an essential element in our 
transport network and will remain so for as long as can be 
foreseen. The development of other forms of transport 
and new techniques have faced British Railways, like the 
r(l.ilways in other countries, with problems of competition 
and adaptation to modern circumstances and public demand . 
. . . . . . The practical test for the railways, as for other trans
port' is how far the users are prepared to pay economic 

prices for the services provided. Broadly, this will in 
the end settle the size and pattern of the railway system. It 
is already clear that the system must be made more compact 

" 

The British Government, however, has deferred consideration of the re
<:ommendation on uneconomic services of the Select Committee on Nation
.alised Industries. According to the White Paper:-

''The Select Committee on Nationalised Industries (in paragraphs 
421 to 427 of their Report) suggested that uneconomic ser· 
vices which the railways were required to provide on grounds 
of the national interest or of social needs should be met by 
specific grant from public funds. This question also affects 
other nationalised undertakings, and the Government will 
consider it in that general context and in the light of the 
Select Committee's comments. For the time being. railW1y 



losses on any such services will in practice be covered by the 
contributions proposed from public funds". 

12. In Chapter III, we have described in detail the various obligati_?nS 
placed on the ~n~ian ~ailways. It will be a matter for caref~l conm!e
ration whether It Is possible to make an assessm~nt ?f the finanoal burden 
placed on the railways on account of thes~ obhgauons and whether Gov
~mment can undertake to reimburse the cost of these obligations to the 
railways in the near future. Moreover, if the railways are to be u·eated 
as a purely commercial undertaki~g, an impo~tant question t? con.sid~:: 
will be whether they can adopt stnctly economic and commercial cntena 
while opening up n~w. lines an~ whe~er and .to what extent Gove!nment 
should directly subsidise the railway lmes which are unremunerative and 
have to be opened or maintained by the railways on considerations other 
than commercial. 

Integration of Transport Services 

13. In the above paragraphs, we have discussed the implications of the 
approach which is being considered in some of the free enterprise count· 
rfes towards the problem of road-rail co-ordination, namely, the approach 
of competition being used as the principal force in .determini~g the_ allo
cation of traffic between road transport and railways. Diametncally 
opposed to this is the idea that the various means of transport shogld be 
integrated with a view to achieving coordinated operations. This is the 
approach adopted in countries with planned economies. Development of 
various means of transport in these countries forms an integrated part 
of the national plans. The tariff policies in a planned economy are for· 
mulated in a manner so as to ~nable each individual undertaking to 
maintain certain social tariff rates and generally to adjust the rates in such 
a way that in any given transport operation, the form of transport for 
which the economic cost is lower also has the lower tariff rate. Trans
port for hire or reward in these countries is almost entirely in the hands 
of State Undertakings and the public authorities are free to adopt diffe
rential rates not only on the railways, but ·also in the case of roads and 
other means of transport. Direct measures for distrii":mting traffic between 
these means of transport are often applied in these countries to obtain the 
most economical allocation. We have not been able to undertake a 
detailed study of the transportation policies in fully planned economies 
partly for lack of material and partly in the'" belief that these policies may 
not be applicable, at any rate immediately, in an economy like ours which 
depends to a significant extent on private ownership of means of produc
tion. It will be interesting, however, to refer in some detail to the 
experiments in integration done in some of the free enterprise countries. 

14. In 1947, the British Government passed a Transport Act which 
sought to bring about integratio1;1. of the means of transport under a single 
and national ownership. The British Transport Commission set. up as 
a public authority under the Act was to provide efficient, adequate and 
integrated system of public inland transport, both for passen-gers and 
goods. The Commission was to arrange for the gradual acquisition of 
privately owned firms providing long distance road haulage. The inte
grated system of transportation was given a trial in U.K. from 1947 to 
195~ when the Conseryative Government decided .to abandon this policy. 
Under the Transport Act of 1953, the long distance road transport was 
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denationalised and the British Transport Commission was required to 
dispose of its existing road haulage undertakings. However, denationalisa
tion of road haulage was brought to an end in 1956 when unde-r the 
Transport (Disposal of Road Haulage Property) Act, the British Trans
P?rt Commission was enabled to .retain a nucleus of nationlised long 
distance road haulage for operauon on trunk routes. These services 
were retained by the Commission not from the point of view of securina 
road-rail coordination• but because the Commission could not find pr~ 
vate operators who would be prepared to take over these services with
out breaking them into very small units. The British Road Services had 
t:stablished a good organisation for long distance transport and it was con
sidered wasteful and against the interest of the country to break up the 
organisation. 

The British Road Services (Nationalised) have to compete with tht: 
private road hauliers and have, therefore, to quote competitive rates. 
These rates at times are keenly competitive to the rates quoted by the 
British Railways. Where necessary, however, goods are carried for part 
of the distance by the British Railways and for the rest by the British 
Road Services. The two thus provide integrated services. 

15. Apart from U.K. no other free en~erprise country has seriously 
attempted to integrate the rail and road services. In Canada, the rail
ways are allowed to engage in trucking, water and air transportation 
and the Canadian Pacific Railway has come to acquire Canada's largest 
fleet of trucks for hire and is a big operator in the ocean and in the air. 
The Canadian Pacific Railway, in fact, is described as "the world'~ most 
complete transportation system". The Canadian National Railway is 
also moving in a similar direction and has established coordinated rail
way, highway and piggy-back services. However, the licensing of trucks 
in Canada is subject to provincial control and, although there are no seri
ous restrictions on the rights of the railways to buy existing trucking 
companies, there may be difficulties in the railways acquiring the opera
tions of new routes under licences granted by the provincial Government!. 

In West Germany, the railways have not yet gone in for road freight 
services on a large scale, though they possess a number of lorries used for 
variety of purposes including a limited amount of long distance work. 
The total number of licences issued to long distance road hauliers has. 
been limited by an Act of 1952, and the railways are entitled to hold 3.5-
per cent of the long distance licences in operation, but in P?int of fact 
llave not taken up this proportion fully. The railways prov1de passenger 
services by road where branch lines have been closed. 

16. In India, as mentioned earlier, as far back as 1943, the Technical 
Sub-Committee of the Subject Committee on Transport set up by the 
Department of War Transport, recommended that, in so far as passenger 
rnad transport serv1ces f~ this country were concerned, the railways should 

•William A. Robson in h:s book 'NatJ'o,alised Industry and Public Ot.nn~J}u') 
(:r96o)• has observed lls follows : 

••~n ooi'lt of fa:t, th: British Transport Comm:9s~on carr.ed out very little co
odin'1tton of real im?ortance betweell road and rail during the six years 
prior to the ~"liZ of the Transpon Act, 195:1· .•••• • 
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develop closer cooperation and ultimately acquire a commanding inte
rest. The Committee also recommended that within the frame-work of 
the Constitution, adjustments should be made so as to give the Provinces 
an interest in railways. and the Centre an adequate voice in road trans
port. The Committee was of the view that the necessary adjustmentslhad 
to be found in the direction of a consolidated Central Transport Budget. 
The policy recommended by the Committee with regard to the railways' 
participation in passenger road services WetS finally embodied in the Road 
Transport Corporation Act, 1950, and is discussed in detail in the next 
-chapter. Goods transport in regard to which the competition between rail 
.and road transport is likely to grow in future is at present almost entirely 
in the hands of private operators. The Planning Commission, in 1954, re
-commended that programmes for nationalisation of goods tran'!iport be post
poned until the end of the Second Five Year Plan i.e. the end of 1960-61 
but later the moratorium on nationalisation of -goods transport was extend
·ed to the end of the Third Five Year Plan. The State Governments, on 
the whole, have not shown any keen interest in nationalisation of goods 
transport. The Chief Minister of a State, in the course of an informal 
talk, expressed his readiness to consider the possibility of the railways 
taking over all long distance road transport. Another suggestio)l which 
has come up for consideration in the Committee in this context, is that 
long distance goods transport, particularly on inter-State routes, should 
be nationalised and taken over by a corporation in which the State Gov
ernments, railways and private operators participate. It has been sugges
ted that the railways should have a substantial share in this corporation 

·say, about 35 per cent or more, and that the corporation should be requi
red to have a reasonable rate structure so that it could not under-cut the 
railways. It is claimed that, unaer this arrangement, unhealthy mmpeti· 
tion will be prevented and at the same time the railways would be assured 
a share in the profits of the corporation which would compensate them 
for loss of traffic in any region of tlhe country. There are sevetal aspects 
of the proposal which need to be carefully studied. It will, for instance, 
have to be considered whether there should be one such corporation to 
operate road transport services all over the country or there may be several 
such corporations. Then again, what should be the extent of par.ticipa
t!on of the State Governments and the private operators in the corpora
tiOn and how the share allocated to the State Governments should be dis
tributed among different States. Another important question to consider 
i; how the propo~d corporation would function vis-a-vis private opera
tors who will still be operating the comparatively short distance routes 
or, say, intra-State routes in case the operations of the corporation are 
confined to inter-State routes only. 

·Co-ordination through Suitable Organisation 
and Regulation of Road Transport 

17. T?e nee~ for appropriate regulation and organisation of transport 
undert~kmgs With a VIe~ to coordinating their operations is hardly dis
puted m any of the studies on the problem of coordination whkh have 
come to the hands of the ~ommittee. Opinions, however, differ as to the 
extent a~d form of regulauon. The regulation of road transport to pro
·tect the mterests of the nationalised railways seems to be almost a univer-
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sal prac.tice•. Even in countries where railways have not been nationalised 
as, for mstance, USA and partly Canada, motor transport is sought to be 
regulated thr.ough governmental co:Hrol measure~. though these do not 
go ~o fa~ as m some of th~ European countries, where the railways are 
na_honahsed. . The re~ulat10n of motor transport industry which is the 
thud alternative solutiOn to the problem of coordination, can take various 
forms, of which the most important are the following: 

(a) Regulation of rates and fares,, 

(b) Regulation of entry into the industry through appropriate 
authorisation or licensing by the State, and 

{c) Restrictions on the operation of goods vehicles beyond certain 
distances or restrictions on the types of services Lo be 
provided etc., etc. 

. Indi~ect regul~tor~ measures like taxation have also been adopted 
m certam countnes m order to encourage or discourage certain types 
of operation. In several countries the tendency is to combine these 
measures with a view to regulating competition between railways and 
road transport undertakings or competition within the road transport 
industry itself. · 

18. The Committee has been trying. to collect material so as to be 
able to study in detail the experience of some of the industrially advanced 
countries in securing coordination between different means of transport, 
particularly railways and road transport, by suitable regulatory measures. 
A study of the experience of the countries which have nationalised rail
way systems may be particularly relevant to the conditions in India. The 
Committee has not been able to complete the study. The more important 
features of licensing policies applicable to road transport industry in 
some of these countries are summarised below: 

United States of A·merica . 

The Motor Carriers Act which was enacted as Pan II of the Inter
state Commerce Act 1935 provides the framework of Fede
ral regulation of motor carriers and authorises the Inter· 
state Commerce Commission to regulate road transport en 
interstate routes. The Act recognises three types of carriers. 
namely, (i) common .carriers which carry _for th~ general 
public for coi?pensat10!1;. (2) ~ontra<:t earners ~hich carry 
for compensation, but hmtt their service to certain customers 
under special and individual contracts or agreements; and 
(3) private freight carriers which carry their own goods. A~ 
a condition of operation, the common carriers must se<.ure 

*To quote from 'Ecor~omics of Tranfportation' by M1rvin L. F:tir and E1rnest W. 
Willlam,, Jr. (I9SO): 

"Ir :I'J.,ean to be the almo:;t universal practice to regulate other form3 of trarurort 
in the interest and for the protection of nationalised railways. The patte~ 
h urunistakable in such variant locales as France, Germany, Australia 
the Union of South Africa, and in the recent British nationalisation. There
o:>ntrob, parr:clllarly of motor transport, go much farther than h~s even been 
contemplated in this country (U.S.A.). It would appear that state ~roads have 
fo•1nd even more difficulty in meeting competition than hav~ rnvately owned 
·t·\-~1 h .... Enforced coordinati.:>a on a pattern wh:pt ascnbes an extremely 
Iimi•ed role to motor transport ha, mualty tollowed. (Page 724) 
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from the Commission a "certificate of convenience and 
necessity" which is issued only if the proposed service "is or 
will be required by the present or future jublic conveni· 
ence and necessity". The certificate, if issue , must indicate
the service to be rendered and 1the route or area to be 
covered. The charges levied by the carriers are required 
to be just and reasonable and not to discriminate 
unjustly. The carrier is required to publish freight 
and rate schedules and the Interstate Commerce 
Commission is empowered to prescribe both maximum 
and minimum rates for common carriers although in prac
tice the Commission has usually established only the mini· 
mum rates. To demonstrate 'public convenience and 
necessity' an applicant for COIOJI?.On carrier authority musl 
show that the present service is inadequate or has failed to· 
meet the needs of the customers. · . The system of regulation 
envisaged in the Act, however, imposes no restraint on the 
number of vehicles operated by any haulier; the regulation 
being entirely in terms of the service rendered and the route
or the area of operation and the charges levied. The cetti
ficate given to a common carrier authorises him to operate· 
over specific routes and only over those routes. Terminal 
and intermittent pick-up tow:ns aie specified in the certi· 
ficates. In the case of the contract carriers, a permit has to 
be obtained from the Commission and the permit must 
specify the business covered and such conditions as the Com
mission may deem.-tt necessary to attach. The contract car-
riers do not have to publish their rates. However~ theY' 

must establish and preserve minimum reasonable chargetf 
and their schedule of charges must be filed with the Com· 
mission and kept open for public inspection. The laws
relating to discrimination do not apply to contract carrien 
and the amount a contract carrier charges from any given 
shipper can vary with the volume of traffic the shipper wilt 
offer and the regularity of the traffic, etc., etc. Private carriers 
are not subject to control. Private carriers, as also the carri
ers exempt from control under the so-called "grandfather 
clause" and the carriers engaged in the exempt transporta
tion of freight such as agricultural commodities, fish and 
livestock etc., have been free from control and have posed 
the most serious problems of competition for the regulated' 
carriers in U.S.A. The Transportation Act of 1958 puts a 
freeze on the expansion of the list of exempt commodities. 
to halt future inroads by exempt carriers into the traffic 
carried by railroads and regulated motor carriers. The Act 
also attempts to eliminate what the Commission terms 'ille· 
gal private carriers' by defining a true private carrier as
one "whose primary business is other than transportation". 

The jurisdiction of the Interstate Commerce Commission in respect 
of motor vehicles is confined to inter-state commerce. The 
permission granted to a carrier by the Commission to ope· 
rate in inter-state commerce does not ·carry with it the right 
to do an intra-state business and the State Governments have 
the exclusive right to regulate intra-state commerce by motor 



carri~n. T~e State laws differ very widely in scope and in 
'SpeClfic detat~s. But. generally under the State regulations, 
common earners on mtra-state routes are required to obtain 
c~rtificates of public necessity from lhe appropriate autllo
r~ty as a pre-requisite of operation and, in general, the autho
nty. of the State regulatory body over intra-state common 
earners by highway is similar to that exercised by the Inter
state Commerce Commission over railroaJs. It includes, 
in some States, the regulation of rates, fares and charges. the 
usual _provisions with reference to the filing and ~ublishing 
of tanffs and abiding by them; prohibition of discnmination, 
control over accounts ·etc. As regards contract carriers, 
the State Governments sought from the very beginning to re
gulate them in much the same way as the motor common 
~arriers.. The laws in regard to contract carriers provide 
znter aha for control over minimum rates etc., with a view 
to preventing such traffics from undercutting railroad rates,. 
Only a few States have attem~ted regulation of J:>liute car
riers and where such regulatiOn has been attempted, it is 
usually limited to requiring a permit or restricting the hours 
of service of drivers etc., etc. 

In view of the freedom enjoyed by the hauliers to extend vehicle 
fleets, the prima facie inference is that the regulation. of 
public road haulage operations in the U.S.A. is not so severe. 
However, it seems in practice that the Interstate Commerc'-' 
commission has imposed narrow limitations on operation. 

'in certificates and permits and according to one ~-!ew "defini-
tions of authorised traffic were so narrow that virtuallv the 
only hope for a haulier to extend his operations lay· in ZJ 

growth in the authorised traffic. Subsequent extensions ot 
operating authority were hard to acquire. . . . . . Authoriseea 
routes were often circuitous instead of direct. empty. runnin~ 
was increased by restricting of back hauls and specification"' 
of commodities•. The system of regulation in the U.S.A. 
seems to have ,encouraged amalgamation of small carriers into 
~~-

United Kingdom . 
The Road and Rail Traffic Act 1933 established a system of hcen5-

ing for road haulage vehicles in the U.K. which is still in 
operation. The system is designed to restrict vehicle operations 

mroved needs and to eliminate wasteful competition. A 
1cence ar ies several restrictions, for example, it may be given 

a goods vehicle can be used on the road. There are three 
types of licences: 'A' licence is given for general public haul
ao-e and is valid for operation anywhere in the U.K.: 'B' 
1eence as to be secured from the licensing authority before 
to a truck for being used only for a particular party or for 
particular typ~ of goods or being run withi.n ,lii?ited ~ist~nce 
or during particular parts of the year only; C _hcence ts g~ven 
for the carriage by the traders solely of then own goods
br ge earriers. 

*"Federal Regulation of Road Haulage in USA" by A.A. Walters, British Transport 
Review, August, 1957 
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this licence is granted on application as of right. The funda 
mental objective of the licensing system in the Act of 1933 
in the U.K. was to provide no ~ore transportation than was 
necessary, and it was for the applicant for licence to shvw 
that there was need for the service which they proposed to 
provide. In paragraph 14 above, we have described briefly 
the nationalisation and denationalisation of ·road haulage 
undertaken in the U.K. under the Acts of 1947 and 1953 res
pectively. According to the system of lioensing adopted 
under the Act of 1953, it is not the <!-pplicant that has to 
prove the need for goods vehicles, but it is the objector or 
the objectors that have to prove that the proposed licence 
should not be granted. Another important change introduc
ed by the Act was that the charges which were being made 
by the established operators aqd the charges which were to 
be made by the applicant should also be taken into account 
in deciding the grant of licences,. 

It will be seen that the British licensing system regulates the 
number of public haulage vehicles and has very little con· 
trol over the kind of work on which they are subsequently 
engaged or over the rates which are charged. The system 
thus is quite different' from the system of regulation in the 
U.S.A. which is entirely in respect of the work done and the 
cp.arges levied. 

West Germany 

In ')'est Germany the motor transport is regulated under the Road 
: Haulage Act of' l.f)52. Under the system of regulation adopt

ed in that country a distinction is drawn between short and 
long distance goods transport, the short distance transport 
being confined to a radius of 50 kilometres from where a 
vehicle is s'ationed. For short distance commercial trans
port operations a formal registration is. required together 
with some general provisions as to fitness of vehicles, etc., 
while no restrictions are imposed on short distance private 
trampott on own account. For long distance haulage, licen
ces are wanted in respect of the vehicles for a period of no' 
more than 8 years, but the total number of these licences is 
fixed by the Federal Government. Thirty per cent of 
all long distance licences are allowed to haul within a distance 
of 150 kilometres of the place where the vehicle is stationed 
and the remaining 70 per cent carry no distance restrictions. 
and cover the carriage of goods to any place on German Fede
ral territory. The long distance transport of goods by road 
is subject to fixed tariff rates which are almost the same 
as on· the railways, except in the case of coal and ore for 
which railways have special rates. Under the Act of 1952, 
a Federal Institute known as B.A.G. was set up for regulating 
long distance goods transport. • The Institute is in-charge of 
tariff control and the enforcement of other regulatory mea
sines on road transport industry and depends for this pur· 
pose on what ·are known as freight control agencies. No 
new licences for long distance public goods transport by road 
are issued without the consent of this Institute. 
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FFance 

Italy 

By a Decree of the ·14th November, 1949, the French Goyernment: 
sought to bring about close coordination between rail and: 
road services in the metropolitan territory. In regard to· 
goods transport, the Decree seeks to achieve coordination by 
(a) the general regulation of conditions of operation, (b) 
replacement of one means of transport by another i.e. 1 e
placement of railways by road etc., and (c) protection of 
rail services by suitable modification of road services. This
Decree was,, however, applied only in so far as it dealt with 
public road transport licensing and the reduction of railway 
services by closing light traffic lines. Transport of goods by· 
public road services is divided into two zones (I) a long: 
distance zone covering the whole metropolitan territory and 
(2) a short distance zone, one for each 'department' (i.e. dis
trict). All public transport services, with the exception of 
private transport or transport on own account, are subject to 
measures of coordination and are restricted by licence. All 
public transport operators are listed in a Department Regis
ter for the zone in which they have been authorised to ope
rate, subject to the limitation of their carrying capacity. A 
certificate of registration is issued to the operator for all the· 
vehicles he is permitted to operate within the limit of total 
tonnage authorised. Additional short and long distance· 
rights can be granted to the hauliers by the Minister of 
Public Works and Transport. 

Measures have also been considered in recent years to enforce ~o
ordination of freight rates between the railway and road' 
transport undertakings in France. It is understood• that 
the French Government is planning to control freight rates· 
of long-distance road transport wi-th effect from July I. 
1961. The rates fixed are expected to reduce the cost of' 
road transport in areas not served by rail or water, and in· 
crease it in cases where it is stated to be taking away traffic: 
from the railways sometimes at a loss to itself. 

The operation of public motor transport in Italy is subject to a· 
"Concession", that ilY to say, an administrative provision recog
nising the effective necessity to establish the services taking: 
into account the existing rail and road services. Besides, with 
a yiew to coordinating the rail and road transport, the· 
Railway Administration has reached an agreement with 
the Association of Road Transport Concessionaires on a volun
tary basis which provides, among other things, for the consti
tution of a Commission of high officers and representatives, 
of the parties concerned presided over by the Minister ot 
Transport or his representative. This Commission has the· 
function of examining proposals for the establishment of a. 
motor service or the alteration of an existing motor service: 
which might have inet with the opposition of the State Rai).. 
ways. 

•The Financial Tim~s dated Jan·nry 19, 1961. 
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The transport of goods by road, on bAhal£ of third parties, is subject 
to regulations which limit its free operation by means of 
preliminary authorisation in respect of the numbers to be 
authorised. Thus, the licensing system safeguards the inte
rest of not only the State Railways but also of the existing 
road transport companies. A policy of almost complete free
dom is, however, adopted in respect of transport effected as 
a complement to an industrial or commercial activity, to 
satisfy the needs of the firms themselves. 

In the interest of coordination, the State controls the rates charged 
by the transport services through the Ministry of Transport. 
A common rate is applied to the various services which is 
determined by taking into account the need for control of 
competition among themselves ·.and between them and the 
State railways. The Italian RaiJways are authorised to run 
road transport services to replace or to supplement certain 
railway lines. 

~ustTalia 

Under the Federal system of government in Australia the various 
States have sovereign rights in relation to matters of trans
port within their own borders. To prevent wasteful dupli
cation of rail services, the State authorities carry out strict 
regulation and licensing of motor transport. The restric
tions vary from ~tate to State. In New South Wales, the 
commerical vehicles are required to obtain a licence which 
does not authorise the carriage of goods other than exempt 
goods beyond fifty miles, if that service competes with rail
ways, unless the operator obtains a special permit on pay
ment of a prescribed charge. In Victoria, all goods vehicles 
must be licensed, but vehicles which operate within a radius 
of 25 miles from a specified place are licensed "as of right''. 
In Queensland, the licences generally stipulate that fares 
and freights for road services should not be less than the 
corresponding railway charges. In South Australia, Iicenc.e 
has to be obtained for those goods vehicles which are en· 
gaged in permitted operations in 'declared' areas or on 
"declared" routes (i.e. routes competitive with rail) and carry 
goods beyond a radius of I 0 miles from the General Post 
Office, Adelaide. In Western Australia, the Board granting 
licences can determine the conditions under which a service 
will be operated when granting a licence. There is no dis· 
tinction between the private operators on own acwunt 
("ancillary" operators) and carriers· for hire or reward. In 
Tasmania, commercial vehicles are licensed to run oYer a speci
fied route. The State is divided into traffic areas. Each 
area is so defined that operations Fithin that area do not 
constitute long-haul operations in competition with the rail
way services. However, a vehicle is authorised to operate on 
a route extending beyond one area on payment of a 
charge depending on the nature of the journey and degree of 
competition with the railways. 
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It would seem that the guiding consideration in the matter oi 
regulating road transport, goods or passenger, is its impact on 
the corresponding service by rail and largely the States are 
keen on preserving the interests of the railways. ·where, how· 
ever,_ t_he ~oad trans~ort operations, in the opinion of the 
admm1stenng ·authonty (the Board or the Commissioners), 
are supplementary or non-competitive in nature to the rail 
service~ they are easily licensed and allowed to expand their 
operatwns. 

19. The above brief description of the licensing system in U.S.A., U.K., 
West Germany, France, Italy and Australia will indicate the broad features 
of regulation of road transport industry in these countries. There are 
wide variations in t?e system of regulation of road transport from coun
try to country. Bng . .A. E. M. Walter, in a paper entitled 'European 
Transport Policies' read by him before the Scottish Section of the British 
Institute of Transport on February 16~ 1960*, referred to the broad features 
of the licensing policies in European countries as under:-

"In all countries the volume of road transport is controlled through 
licensing but the way of granting licences varies. In some 
countries the total number of licences to be granted in any 
year is pre-determined by the central government and licences 
up to this limit are granted regionally. In cases where the 
licences are for vehicles (as opposed to vehicles of specific 
sizes), the size and axle loading of the vehicles has gro\\'11 
steadily and trailers have been attached so that a much greater 
volume of work is done by the same total number of licences. 
In other cases, the pre-determined total number of licences 
covers the sizes of the vehicles and there is thus a closer 
check of the volume of work which can be got out of the 
total park of vehicles". 

"In other countries the number of vehicles of different sizes is 
decided regionally in accordance with general principles or 
conditions laid down at the centre. The system of control 
is thus more flexible and there is more attempt to balance 
local demand with local supply". 

Special Problems in regard to Regu~ation 
of Transport Agencies in India 

20. In Chapter VI we ha':e de~cribed in detail the e:--isting P?licy al!d 
practice with regard to the hcensmg of road transport mdustry m India. 
From what is stated there, it is quite clear that the existing position is 
unsatisfactory from the point of view of securing road-rail coordination. 
Apart from the question what should be the appropriate system of regula
tion of road transport in India with a nationalise~ railway system and 
with a developinO' economy, it needs to be considered how best any 
regulatory measur~s that may be considered appropriate in the overaU 
interests of the country can be enforced in practice under our Federal 
Constitution. Two specific issues will require to be considered in detail in 
this connection: (a) the division of responsibility between the Centre and 
the States as regards regulation of road transport and (b) the need for 
and the form of any Central Organisation to be entrusted with t~e re!
ponsibility of coordinated development of all means of transport m ~e 
country. Both these issues are of basic importance. "\Ve referred m 

*Journal of the Institute of Transport, September, 1960. 
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Chapter VI to the role of the Inter-State Transport Commission which 
has been constituted under the Motor Vehicles Act 1939, as amended hi 
1956, for the purpose of developing, coordinating and regulating the opera
tion of road transport vehicles in respect of inter-State routes. The State 
Governments do not, in practice, consult the Inter-State Transport Commis~ 
sion before deciding the number of permits to be allowed on inter-State 
routes under reciprocal ,agreements. Moreover, the existing arrange
ment referred to in Chapter VI (paragraph 9) under which disputes have 
to be referred to the Zonal Councils is bound to lead to delays in the 
Commission issuing directions to the State Governments where such diret
tions are considered necessary. This arrangement which is not stipulated 
under the law would indicate the peculiar constitutional difficulties in
volved in the problem of coordination between railways and road trans· 
port in so far as the rights of the parties conc.erned under the Constitution 
have to be respected in any regulatory measures which might be taken for 
the purpose. 

21. The Inter-State Transport Commission, ~ven if it can be an effective 
body, is concerned with regulation of motor transport only and that also 
in respect of inter-State routes only. The Ministry of Railways 
is responsible for the administration of the railways. The executive 
authority in regard to road transport being vested with the State Govern· 
ments, the Ministry concerned with this subject at the Centre is respon
sible merely for broad policy matters relating to this mode of transport. 
As far as we have been able to find out, the division of responsibility 
in respect of road transport and railways as it obtains in India, is not 
to be found in any other country. 

The Transport Developmeht Council constituted in 1958, is expected 
to advise the Government of India on all matters relating to roads, road 
transport as well as inland water transport. The Council is also expected 
to advise on problems relating to coordination between different forms 
of transport that may be referred to it by the Government of India. The 
membership of the Council is restricted to Transport Ministers of the 
States and Lt. GovernorsjChief Commissioners of the Uni_on Territories. 
From the Centre, the Ministers of Commerce and Industry and Railways, 
Minister of State in the Ministry of Transport and Communications, 
Deputy Minister of Transport and Communications and Member incharge 
of Transport in the Planning Commission are its members. The Union 
Minister of Transport and Communications is the Chairman of the Coun· 
cil and the Transport Secretary to the Government of India acts as its 
Secretary. The Council is a high level body, but its role is of an advisory 
character. The Council is expected to meet at least once a year. 

The Road and Inland Water Transport Advisory Committee which 
was also constituted in 1958 provides association of non-official interests 
on a regular basis and consists of 15 official members ·and 15 non
official members. Of the official members, nine belong to the Central 
Government and the remaining six are nominated from among-st the Trans
port Commissioners/Controllers of States by rotation. The Committee is 
expected to advise on all matters relating to roads, road transport and in
land water transport, but not the railways. The meetings of the Committee 
are arranged about two months in advance of the meeting of the Transport 
Development Council so that the Council has the benefit of the results of 
the thinking given by the Committee to the problems placed for consi
deration before the Council. The Committee thus has only an advisory 
function to perform. 
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22. Under the present set-up, therefore, there is no agency at the 
Centre which has adequate responsibilities· in regard to coordination of 
all means of transport in the country. \Vhether under the existing set
up it is possible to 1ensure day-to-day administration of a unified policy 
with regard to road-rail coordination or for that matter coordination 
between all means of transport, is a question that requires serious study. 
T.n several countries of the world, suitable organit>ations exist at the Centre 
for regulation and administration of transport agencies. The Committee 
has been endeavouring to study the constitution and functions of such 
organisations in other countries. If necessary, further detailed studies 
will be made of thr. exp~rience of working of these organi~ations. 



CHAPT£R XII 

ROAD-RAIL COORDINATION IN RESPECT OF PASSENGER 
TRAFFIC 

The broad trends in regard to distribution of passenger traffic bet
-ween railways and road! transport over the period 1948-49 to 1960-61 
·have already been discussed in Chapter VIII (Paragraph 2). While the 
figures for railways pertain to the actual traffic carried by them, those for 
·road transport represent rough estimates of traffic worked out on \he 
basis of the total number of passenger buses in the country.. These 
figures, however, indicate that the estimatt· of passenger-miles on road 
transport has shown a more than propo:r:tionate increase as compared 
with passenger-miles on the railways during the last decade. Passenger 
traffic, including other coaching traffic on the railway system in 1958-5~', 
resulted in an overall loss of Rs. 10 crores. · The net earnings on goods 

·traffic amounted, on the other hand, to Rs. 28·0 crores. The passenger 
traffic on the broad gauge yielded a profit, the total' net earnings during 
the year 1958-59 being of the order of Rs. 1.9 crores. The highest earn
ings in respect of passenger traffic on broad gauge during the last 5 
'Years were attained in the year 1956-57 and were· of the order of Rs. 8.14 
aores. The year 1958-59 was particularly a bad year from the point ot 
-view of passenger earnings and the latest figures indicate that the year 
1959-60 ended up with better· results, the loss during the year being 
approximately Rs. 2·9 crores. The total passenger miles on the broad 
gauge had been increasing gr.adually over the last few years until 1958-59 
·when there was a slight set-oack. The latest trend is again upwards. 

On the metre gauge, the losses in respect of passenger traffic have had 
a tendency to increase significantly over the last few years. The loss in 
1958-59 was· Rs. 10.5 crores against Rs. 3.5 crores in 1956-57. On the 
narrow gauge, again, the total loss on. passenger traffic in 1958-59 was 
Rs. 1.4 crores. · 

2. The Committee has not been able to get any detailed figures to 
&how the extent of diversion of passenger traffic from rail to road and 
the types of traffic being lost by the railways on account of competition 
from road transport. The crucial question, of course, to consider is 
what categories of passenger traffic the railways, as a commercial under
.tak.ing, might profitably retain in the long run. considering the trends in 
the economics of passenger services operated! by the railways in this country 
as also in the advanced countries of the world. 

3. Almost all. the State Governments have been anxious in the last few 
years to extend the sphere of nationalised road transport services. On 
account of lack of sufficient resources, however, the progress in the ex
tension of these services has been slow. Nevertheless, there is a great 
·demand from State Governments for large provisions being made for 
this purpose in the five year plans. It is roughly estimated that about 
30 per c:ent of the to~al passenger services have. alre~dy been cov~red by 
natiOnalised undertakmgs. The share of nauonaltsed undertakmgs in 
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the passenger services is expected to increase further during the thin:t 
plan period and it might reasonably be expected that the nationalised 
undertakings in the States, except in the few regions, may take over 
almost the entir~ field of passenger transportation in the next about 10· 
years. For this reason, we have not considered it'neceiSary to examine 
in detail the problem of coordination between the passenger services. 
provided by the private operators and the railways. We confine our 
observations in this chapter to the problems of coordination between the
nationalised road transport undlertakings and the railways. 

4.. A notable feature of the expansion progrmmes of some of the 
nationalised transport undertakings is the introduction of long distance 
bus services. Several State Government undertakings have introduced 
long distance services in recent years. The Committee has not been 
able to get data about these services, but are given to understand by the
Railway Board that, in several .cases, the long distance services provided 
by these undertakings have. had a tendency to affect the railways ad
versely. A recent case in point is that of the long distance passenger 
services introduced! by the Madras Government on several routes, 11iz., 
Madra.S-Salem, Madras-Triuchirapalli, Triuchirapalli-Coimbatore, Tiru
chirapalli-Tirunelveli and Madurai-Nagercoil. The Minister concerned· 
made an announcement in the State Assembly on March 22, 1960 of 
the decision to introduce these services during 1960-61. The manage
ment of the Southern Railways, having come to know of this decision· 
as a result of this announcement, made representations to the State 
Government against the introduction of the proposed services on the 
ground that adequate rail transport capacity existed on the routes in 
question. Notwithstanding the objection of the railways, however, the
bus services were introduced on the routes by the State Government. 
According to Section 68 D of the Motor Vehicles Act, the State Govern
ment, after notification of a scheme regarding the operation of a service 
oy t4e State Transport Undertaking, are required to give one 
month's time to the parties affected to file objections, and these· 
abjections have to be considered and an opportunity given to the 
objectors or their representatives to be heard, before any such scheme is
finally approved. On the basis of· the information supplied by the· 
Southern Railway, it appears that the Madras Government launched on 
these schemes within a few days of their notification in the Gazette, 
The Madras Government were addressed for information on this point 
but this has not so far been received!. The Southern Railway, as com
pared with the other railways, is more of a passenger-carrying railway and,. 
on balance, it has been showing losses in its operations during the last 
few years. Thus for 1960-61, its losses are estimated at about Rs. 7 crores. 
The Railway Board apprehends that the financial position of the Southern 
Railway would worsen as a result of the State Government's programme 
to introduce long distance passenger road transport services. 

5. Under the present system, the State or Regional Transport Author· 
ities have to be relied upon for ensuring coordination between the services 
provided by the State Transport Undertakings and private operators, on 
ti\~ one hand, and between these undertakings and the railways, on the
other. These Authorities should ordinarily be expected to determine the 
number of services provided by the State Undertakings, having regard 
eo the requirements of traffic on the routes operated by these undler· 
t-akings. This arrangement~ however, is not found to be adequate to
ensure coordination betveen the nationalised undertakings in the States. 
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and the railways. It may be noted in this connection that in the case 
of Uttar Pradesh, exemption has been g_ra.nted und~r 3: State Act to the 
nationalised transport services for obtammg permits m respect of the_ 
routes notified by the State Government. . There. was, ho~ever, recently 
a case of a Regional · Transport Authonty havmg permitted the U.P .. 
Roadways to operate buses on routes ~hich had not been ~otified, with
out obtaining permits and the followmg extract from. the Judgemen~ ol 
the Allahabad High Court in this case may be relevant m this connectiOn:. 

"The facts of this case reflect adversely not only on the working: 
of the U.P. Roadways but also of the Regional Transport 
Officer, Kanpur ..... What the :Regional Transport Officer 
has done, in the present case is, to permit the General 
Manager of the Roadways, Kanpur Division, Kanpur, to. 
flout the law and to ply the Roadways buses on routes,. 
which had not been notified, without obtaining any permit .. 
Wben a department of the State · ~overnment, namely, the· 
Roadways, can disregard the law, how can another depart
ment of the same Government think of punishing the· 
members of the public who commit a similar offence". 

The learned Judge observed that he had made these observations, so that 
in future the Regional Transport Authority might act impartially and: 
independently. 

6. The Committee has given detailed thought to problems of co
ordination between railways and nationalised road transport undlertakings. 
in the States which at present cater largely for passenger services. The 
Committee, in fact, took up this question on a special request from the 
Planning Commission. In a letter sent to the Committee in May 1960, 
the Planning Commission informed the Committee that the Commission 
for some time had been pursuing with the State Governments the ques
tion of transforming their departmental road transport undertakings into· 
corporations to be set up under the Road Transport Corporations Act 
1950, in which the railways and, if possible, the private operators should' 
participate. According to the letter, the principal reason underlying the· 
policy decision of the Commission was "the need to ensure that the State· 
Government undertakings which are likely to grow into large monopolies. 
in future, do not come into unfettered competition with the Railways. 
which are a Central Government monopoly; the corporation form of 
management ensured some safeguard against undue competition between 
them". The letter added that .... "as the entire subject of road-raiT 
coordination is now under review of your Committee, it will be an 
advantage i.f the Committee could examine . the policy relating to the· 
transformatiOn of State transport undertakmgs mto corporations and 
make recommendations to the Planning Commission". As the Com
mission was expecting to receive in the near future the proposals of 
the. State Governme~ts for the nationalised undertakings during the 
Thud Plan, they desired to have an advance recommendation on the· 
subject from the Committee. 

7. The Committee has studied in some detail the genesis and historicaT 
developm_ent of the idea. of the ra!lways' participation in road transport 
undertakmgs. As mentwned earlier, the Technical Sub-Committee of 
the Subject Committee on Transport in 1943, in so far as the problem of 
coordination in respect of passenger services was concerned, recommended 
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.the fusion of financi.al interests of railways and road transport services and 
favo~~ed the ~ormauon <?f large b!-ls companie~ ~n which the railways could 
participate wi.th the !-llumate object. of acqumng a commanding interest 
m them. This. question w~s later ~Iscussed at the seventh meeting of the 
Transport Advi~ory CounCil held m January, 1945 and while most of 
the States were m favour of the railways' participation in road transport, 
the idea that they should acquire a dominating position was not favoured . 

.Subsequently, the White Paper of 1946 enunciated the policy of organising 
road transport services in the form of tripartite companies and recommend
-ed a share of· 25 to 45 per cent. for the railways. The "White Paper was 
-discussed at the ninth meeting of the Transport Advisory Council in 
November, 1946, and all the then Provincial Governments accepted the 
policy of the railways' financial participation in road transport companies 
-operating in the Provinces. Further, it was agreed that the policy of 
nilways' financial participation in the road transport industry should also 
.apply to the nationalised undertakings.- The policy was eventually em
·bodied in the Road "fransport Corporations Act, 1948, which was replaced 
later by the Act of 1950. It is thus dear that the idea of the State Trans
port Undertakings being m'lnaged as corporations with the railways' parti
-cipation was evolved after prolonged deliberations and with the concur
rence of the then Provincial Governments. 

8. In reviewing the policy at this stage, the Committee considered it 
·desirable to ascertain from· the Railway Board their experience of the 
results of association with such corporations as have been in operation 
for some time. At the Commi•tee's request, the Railway Board con· 
.suited the Zonal Railway Administrations which are represented on the 
.corporations and asked them to report on their experience of association 
with the corpora•ions. The Railway Board after a study of the material 
supplied by the Zonal Railways have expressed themselves emphatically 
in favour of the idea of the railways' participation in road transport 
.corporations. They are of the view that by being represented on the 
:Board of Directors of the corporation, though having only a minority 
interest,* they are able to influence decisions of the corporations and 
thereby secure road-rail coordination in the regions concerned to a greater 
-extent than would otherwise have been possible. 

·9. The Committee considered whether the objective of road-rail co
-ordination could not be achieved through some alternative means, i.e., 
by setting up Advisory Boards in the States with the railways represented 
on them. In this connection, the Railway Board have expressed the 
view, which is shared by the Committee, that there is a great deal of 
-difference between the railways being represented on an Advisory Board 
-and their being on the Board of Directors of a corporation. In the latter 
-case, they would have a formal locus standi and their representative could 
deal with the other Direclors on an equal footing. 

*Under the Road Transport Corporations Act, 1950, the shares of the Central 
-Government and the State Government concerned in the capital of the Corporations may 
·be in such proporation as may be agreed to between the two. Corporations have been set 
up so far in the States of A ndhra Pradesh, Bihar, Gujarat, Maharashtra and Punjab (for the 
former Pepsu region and the Kulu-Manali route only) and West Bengal (for Cooch-Behar 

·area). The share of the Indian Railways in tht;se ~orporations vari~s from 20 to 33! 
per cent. of the total. Th~ road transport servtces m part of the Ortssa State are opera
ted by the Orissa Rnad Transport Company Limited, which is a tripartite company. The 
State Government own 79 per cent share of the company, the Railways 20 per cent and 

. the private parties the remaining 1 per cent. 
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10. In the Commit·.ee's opinion, the most important consid~ration in 
favour of the corporation form of management is the need to achieve, by 
mutual agreement, coordination between two public undertakings 
namely, State road transport on the one hand and the railways on the 
-other. The utility of the corporation lies mainly in the fact that this 
form of management provides a forum for the two public au•.horities to 
arrive at a mutual understanding and enables the railways to put forward 
their views effective! y in an informal atmosphere. 

11. Having regard to what is stated in the preceding paragraphs, the 
Committee supports the policy of corporations being constituted with the 
railways' participation for the management of nationalised road trans
port undertakings in the States. • The Committee, in fact, after thorough 
examination of the issues involved, is merely confirming the policy adopted 
by Government qui·e ·some years back. It will be relevant to note in 
this connection that at the meeting of the National Development Council 
held in April, 1959, Shri Raj Bahadur. Minister of State .for Transport 
and Communications while initia•ing discussion on the subject of 
'Management of State Road Transport Undertakings' had observed that 
"from the long run point of view, the Centre felt that it would not be 
proper to ·allow State Government road transport monopolies to offer 
unrestricted competition to the Railways which was a Central Government 
undertaking. The corporation form of State road transport management 
was· further necessary for ensuring proper coordination between rail and 

·road transport services". The Prime Minister had also at the meeting 
expressed himself emphatically in favour of the idea of departmental 
.organisations being transformed into corporations "to manage the ex· 
paneling commercial activities ·of the State". 

12. The Committee would like to make it clear that it supports this 
policy simply from the point of view of securing coordination between 
·the railways and the nationalised road transport undertakings of the 
State Governments and that it has not been influenced! by considerations 
relating to the comparative effiCiency of corporations vis-a-vis departmental 
undertakings. This may be a relevant consideration, but does not fall 
within the purview of the ..Committee. 

13. The Committee is aware of the difficulty which the Government 
have had in the past in getting this policy implemented by some of the 
:State Governments. It is understood that the main reason for some of 
the Stat~ Governments bei~g disin~lined to accept this policy is that 
-corporatiOns would be subject to mcome tax. It will, however, be 
.appreciated that if ~orne of the State <:overnments. do not set up corpora
tiOns and thus avOid payment of thetr share of mcome tax leviable on 
the road transport undertakings, they may be said to benefit themselves 
.a_t the expense. of the other Stat~ Gove:nments who have set up corpora
tiOns an~ pay mcome tax ~n th~n earnmgs, while sharing in' the divisible 
pool of mcome tax. T-lus pomt may well ·deserve to be examined by 
the Fi,?ance Commission so that., any differen.tiation in the practical 
operatiOn o~ ~h~ formula relatmg to shanng of the income tax 
proceeds by mdividual State Governments may be removed by necessary 
adjustments of their share of the pool. 

*The Comm:ttee conveyed its r~commendations on the subject to the Planning 
•Commission in September, 1960, in advance of the Preliminary Report. 



CHAPTER XIII 

REQUIREMENTS IN REGARD TO THE FUTURE DEVELOPMENT 
OF RAILWAYS AND ROAD TRANSPORT 

The objective of coordination is described in the Report of the 
Working Party on Coordination of Transport of the Economic Commis
;ion for Asia and the Far East (Eighth Session, January, 1959) as follows:-

"To plan the development of the various modes of transport in 
such a manner as to afford the maximum satisfaction of the 
transport requirements of the national economy at the 
lowest cost in terms of the nation's real "resources, preserving
at the same time the elements of healthy competition and 
the inherent adyantages of each mode" .. 

Measures for coordinating the various means of transport have neces-
sarily to be consideretl against the background of the overall transporta
tion demand of the economy in future. In order to plan the optimum 
distribution of transportation requirements between various modes of 
transport it is necessary to forecast both the extent and the nature of 
these requirements. In . this chapter we shall discuss the various consi
derations relating to the assessment of needs for future growth of rail
ways and road transport in the conditions obtaining in India. 

The Trends in Transportation Demand in India 
over the Period of the First Two Plans 

2. Before we come to the long-term projections of transportati<?n 
requirements in India, we may refer briefly to the trends m 
the transportation demand witnessed in the country under the first two 
five year plans. The Indian Railways which carry the bulk of goods and 
passenger traffic have been working under a measure of strain during. 
the last one decade despite the considerable expansion that has taken 
place, thanks to the sizeable proportion of the total Plan outlay which 
was allocated for the development programmes of the railways bo•h in 
the First and the Second Plans. The railway development programmes 
in the First Plan provided largely for rehabilitation of overaged assets. 
No provision was made for expansion of the railway facilities for passen
ger traffic andl as regards goods traffic the programme provided only for a 
10 per cent. increase over 5 years of the Plan. It was anticipated, how
ever, that the execution of major development projects "will impose 
heavy additional demands on the transport system"•. The actual in
crease in the traffic during the 5 years of the Plan was 24·7 per cent, i.e.~ 
from 91 million tons in 1950-51 to 114.1 milli3n tons in 1955-56. The 
average lead of traffic on the railways gradually increased from 292 miles 
in 1950-51 to 317 miles in 1955-56 and the increase in ton miles on the 
railways over the 5 years was of the order of 35 per cent. That the 

* The First Five Year Plan, 1952, Government of India, Planning Commissioo 
Page466. 
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provlSlon in the Plan was grossly ina_dequate for railway development 
programmes became apparent soon after the commencement of the I_>lan 
:and more particularly in 1953-54. Numerous complaints were recetved 
during the year from various quarters about difficulties experienced by 
industry and trade in securing adequate railway transport for the 
carriage of raw materials and finished goods. Suggestions were made 
.that road transport should be expanded so as to fill the gap between the 
demand for transport and the availability of railway wagons. '!he 
departmental Stw:fly Group set up in 1953-54 which is referred to in 
Chapter V came to the conclusion that the shortfall in terms of wagons 
required for meeting the current demands was roughly of the order of 
10 per cent. of the actual average loadings over the entire railway system. 
This was on the assumption that the railways would continue to impose 
restrictions on bookings to. several places which were served through 
limited junc•ions and transhipment points. In the event of removal of 
these restrictions, the demands were expec~ed to go up much higher. 

Moreover, the additional provision of 10 per C«';nt. did not provide for the 
busy period demands which were substantially. in excess of those in the 

·slack period. Taking into account these factors, the Study .Group 
·recommended a 31 per cent increase in the wagon holdings (i.e., addi
tional 48,000 wagons) and a corresponding increase in the number of 
locomotives on the railways. The provision for the railway programme 
in t_h~ Plan was augmented so as to enable the railways to a:cquire this 
:adlchuonal stock. The Study Group also made several recommendations 
with a view to encouraging rapid expansion of road transport. As a 
result of the action taken by the Central and the State Governments to 
augment the railway rolling stock and to liberalis~ the licensing policies 
for road transport, the transport position in the country improved signi
·ficantly towards the end of the' plan period. It was not until th~ year 
1957, however, that the outstanding indents of wagons with the railways 
receded to what might be treated· as normal levels. The statement at 
Appendix 20 shows the number • of outstanding registrations of 
indlents at the end of the months of March, June, September and 
December each_ year from 1950 to 1960,_ and the average daily loadings 

-of ~ago~s durmg these mo~ths. It 'Y•ll be seen that ..the outstanding 
registrations touched the highest possible levels about the middle of 
1955. OIJ the broad gauge railways, these amounted during the month 

·of June, 1955 to ab<?ut 12.·2 days' loadings while on the metre gauge rail
ways, they were eqUivalent to about 21.9 days' loadings. From the second 
half of 1957, the level of outstanding registrations came down significantly. 

3. In the Second Five Year Plan a large provision had to be set apart 
-once again for rehabilitation of over-aged assets on the 'railways. H_ow
·ever, the emphasis in 'he Second Plan shifted to the programmes requtred 
to augment line capacity on different sections of the railways and to pro
curement of additional rolling stock to meet the growing dema?d for 
rail transport arising from increased production in the agricultural and 
-industrial sectors of the economy. Attempts were made to formulate the 
development programmes of railways in the Second Plan in line with 
-the developments in the indus·rial field and in respect of important 
industries like iron and steel, coal and cement, the estimates of trans
port requirements wer.e b.ased on the anticipated targets of production 
·and fu•ure pattern of movement having regard to the possible locations 
o0f additional output andl the sources or supply of raw materials. The 
1:otal originating traffic on the railways was estimated to increase from 
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120 million tons in 1955-56 to 181 million tons or 51 per cent. Of the
total increase of 61 million tons during the 5 year period, coal, steel and 
its raw matepals and cement are expected to account for an increase of 
43 million tons i.e., about 70 per cent of the_ total. !he actuaf 
originating traffic on the railways in 1955-56 ca.me to 114 million ton~ 
which was short of the anticipated figure for the year by 6 million torn. 
The revised estimate of traffic in 1960-61, after reappraisal of the Planr 
was put at 162 million tons which was considerably below the original 
estimate of 181 million tons. The scaling down of the estimate was 
attributed mainly to the shortfall in the production of basic industriesr 
viz., coal, iron ore and cement. There will be a shortfall of about 
7 million tons in output of coal, about 2.5 million tons in steel andi pig. 
iron for sale and abqut 1.7 million tons in cement. The actual traffic 
likely to be reached in 1960-61 is now estimated at 156 million tons. On 
account of the increase in the average lead of traffic, however, the volume· 
of transportation in terms of ton miles would appear to be greater than 
was anticipated. The railways thus have recently been working under 
some strain. There have been complaints about shortage of wagons 
particularly in regard to movement of coal and iron ore and the out· 
standing registrations have shown an upward trend in 1960. This 
shortfall is d:escribed to be due, among other reasons, to the shortfall in 
the procurement of broad gauge wagons in the year 1959 which, in tum, 
is ascribed to the inadequate supply of steel to the railways. Thu5-
whereas the total number of broad gauge wagons expected to be pro
cured in the Second Five Year Plan was 84,476, the actual procurement 
in the first 4 years is estimated to be of the order of 58,494 which is. 
about 69 per cent. of the target. 

The\Experience of 10 Years in Retrospect-the Relationship 
between Transport Requirements and Economic Growth 

4. Trends in Freight Traffic: The table below ·shows the growth of 
the volume of freight traffic on the railways as also the number of moto-r 
vehicles (goods) over the period of the first two plans:-

Year 

1950-51 

1955-56 

1958-59 

1960-61 

Table I 

Trends in Traffic 

Railway tons origina
ting. 

(In millions) 

91 

ll4 

.135 

(Estimated) 156 

Ton Miles 

26,980 

36,434 

46,709 

53,700 

*No. of motor 
vehicles (goods) 

(In thousands) 

81·9 

145'0 

16o·o 

*As explained in Chapter VIII, only very rough estimates of volume of traffic carried 
by road transport could be formulated since the available data were very sketchy. 



111 

•t.he freight traffic in terms of ton miles during the jeriod will have 
doubled!. The number of goods vehicles on the roa also will have 
nearly doubled during the period. The increase in the volume of 
traffic carried by road transport will be substantially more than this 
because there has been· a significant increase in the capacity of vehicles 
over the period; the proportion of heavier type of diesel vehicles to the 
total number of vehicles having increased substantially in recent years. 
In fact, the increase in the number of motor vehicles could have been 
greater if the targets set out for the automobile industry- in the Second 
Plan would have been achieved. As against the target of 40,000 vehicles 
set out in the Second Five Year Plan, the actual prodiuction in 1960-61 
is expected to be of the order of 30,000. ln5ufficient supply of new· 
vehicles particularly during the last few years which is attributed to 
shortage of foreign exchange, is the principal factor which has stood in 
the way of more rapid expansion of road transport during the period. 

5. In· the table below are cited figures sh.owing indices of freight 
traffic carried by the railways side by side with the indices of agricultural, 
mining and: industrial production and of national income as a whole in 
the country over the period from 1950-51 i.e., the year just preceding the 
First Plan to 1958-59, i.e., the last year for which the figures are available .. 

Table 2 

Trends m freight traffic and agricultural, industrial, mining production· 
and national income 

Indeyc Numbers 
(Base i950-51=100) 

Railway Frt'ight National 
Traffic Income 

Indus- Mining Agricul-
trial Pro- and tural Pro-

Year @ duction Quarrying duction* 

195o-5r 

1951-52 

1952-53 

1953-54 

1954-55 

1955-56 

1956-57 

1957-58 

1958-59 

Tons ori-
ginating 

100·0 

105·8 

106·3 

107'3 

115·6 

124•6 

135·6 

144'7 

147"3 

@ At 1948-49 prices. 

Ton 
Miles 

IOO·O 

107"4 

107•2 

109•5 

II8·9 

135"0 

148·9 

169·1 

173"1 

@@ Produc-
tion @@ 

IOO·O 10o·o IOO·O 

102·8 103·6 105·6 

106·9 105·6 104•2 

113• 3 112"9 107•2 

II6·2 122· I III•7 

n8·4 132"1 115•0 

124"3 137"3 126·8 

123"1 139"7 133'7 

132"1 151·1 142"0 

@@ The figures are for calendar years; the base year 1951=100. 
* The figures are for crop year ending June; the base year 1949-50=100, 

95" 6. 

97' 5-

102"0• 

114.3-

117'0• 

116·9· 

123·6 

114·6-

131·0o 
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As is evident from the footnotes under the table, the figures in all the 
..columns are not strictly comparable but could be used to indicate general 
.trends over the entire period under study. It will be seen that the rail
way traffic increased by 73 per cent over the period as compared with 

.32 per cent increase in national income, 51 per cent increase in industrial 
production, 42 per cent increase in mining and quarrying production, and 
31 per cent increase in agricultural production. In other words, the 
increase in railway ton miles was, on the whole, about 43 per cent more 
than the increase in industrial production, 75 per cent more than that 
in mining production, 136 per cent more than that in agricultural pro
duction and about 128 per cent more than the increase in the national 
income as a whole during the period•. 

· 6. Trends in Passenger Traffic; In regard to passenger traffic, the 
figures in the following table ind~cate the trends over the period. The 
table also shows the trends in growth of population and national income 
;as also in the number of industrial workers (in factories and mines only). 

Year 

·1950-51 

1951-52 

1952-53 

"1953-54 

1954-55 

1955-56 

1956-57 

1957-58 

1958-59 

Table 3 

Rail Traffic Number Population 
of Pass-

Passengers Passenger enger 
originat- miles Buses 
ing 

(Index Numbers: Base 195o-51 = 100) 

100·0 100'0 100·0 100·0 

94'1 94·8 100'7 101• 5 

92·6. 89'7 112• 5 103'2 

93'1 90· I 114'2. 104•9 

96·3 92'7 Il9'1 106•7 

99'3 98·8 135'0 108·5 

105'9 101· 3 129'3 II0·4 

109·8 104'1 130·8 Il2"5 

Il0'7 102'2 133'7 II4·6 

Number National 
of in- Income at 

dustrial 1948-49 
workers prices 

100·0 100'0 

103'7 102·8 

105'2 106·9 

104'7 II3'3 

zo6·o u6·2 

uo·I u8·4 

ns·8 124'3 

134'9 123'1 

133'2 132'1 

• Professor James H. Blackman in a paper included in the volume 'S()'()iet EconmnU 
-Growth' edited by Abram Bergson (Row, Peterson & Co., New York 1953), refers to the 
-experience of U. S. A. and U. S. S. R. as follows:-

"For the thirty year period in the United States ending 1920, t?e composi~e freight 
turnover of all carriers grew about five-fold, whereas total c:ommodity output mcreased 
less than three-fold. This means, on ~e average,_ that freight traffic volume grew at 
over 1 · 5 times the rate of commodity produ_cu~:m. _Rou~~Y comparable fi_gures 
for the U.s.S.R. for the period 192.8-so re~ect s~lar dis~anues .. The smallest gam. of 
freight traffic in each coll?~ took. place In. relanon to m~~strial or manufactunng 
production; the greatest gam m relauon to agncultural output. 
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It will be seen that the passenger traffic on the railways had a tendency 
to decline between the years 1950-51 and 1952-53. Since then, however, 
there has been a consistent increase in the traffic. It is difficult to bring 
out the exact statistical relationship between the volume of passenger 
traffic carried by the railways and the various other factors listed in the 
above table. Broadly, it seems that the increase in the aggregate 
passenger traffic on the railways since 1952-53 has been in keeping with 
the growth of national income. The suburban traffic, however. has 
expanded much faster than the inter-city traffic. It will be interesting 
to note that between the years 1950-51 and 1958-59, the suburban traffic 
on the railways in tenus of passenger miles increased! by about 54: per 
cent as against about 32 per cent increase in the national income and 33 
per cent increase in the number of industrial workers during the period. 

Estimates of Traffic Requirements in the Third Five Year Plan 

7. The development pr:ograromes for railways presented in the Draft 
Outline of the Third Five Year Plan provide for an estimated origina· 
ting traffic of 235 million tons in 1965-66 i.e., the last year of the Third 
Five Year Plan. This figure, however, does not include the traffic 
requirements of the Bokaro Steel Plant which is included in the Plan. 
The total estimate of traffic including the requirements of the Bokaro 
Steel Plant is 243.5 million tons. The. broad! details of the estimated 
traffic are as follows:-

Table 4 

(Figures in million tons) 

Commodity 
1955-56 1960·61 I96S·66 

Actual As antici- As anticj-
Traffic pated in pated in 

the Draft 
Second Outline 
Plan. 

(a) Indigenous steel including raw materials other 
than coal. 6 16 36 

(b) Coal (i) for Steel plants 3 9 IB·s 
(it) Other • 3-Z 42 69·0 

(c) Cement . 4 7 I2 

(d) All other commodities; or traffic in Misc. goods 69 88 108 

Total II4 162 243•5 

~uring the period of the. ~hird Five Year Plan the traffic is expected to 
mcrease by about 81·5 million tons or by about 50 per cent. The increase 
in traffic relating to steel and raw materials, coal and cement is estimated 
at about 61·5 million tons which is about 75 per.cent of the total increase 
in traffic expected on the railways during the Third Plan period while 
the balance of 25 per cent is on account of other goods. 
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8. In regard to the three basic industries, namely, iron and steel, coal 
and cement, calculations of transport requirements have been made nn 
the basis of estimated production and the possible locations of production 
units. In regard to steel, in working out the targe:s of traffic, the Rail· 
way Board have assumed that the total quantity moved would be equiva· 
lent to the total output. However, according to past experience the 
total quantity moved is much more than the total production an·d im· 
ports because of double and treble movements involved as, for instance, 
front the steel plants to the stockists and to the fabricators and then to 
the traders and consuming centres etc. The· estimate of rail traffic in 
respect of coal has been worked out after allowing for the consumption 
at collieries at the rate of 5 per cent of the total output and the move
ment by road to the extent of 3 million tons by the last year of the Third 
Plan as compared with a little over 2 million tons moving by road at 
present. As regards miscellaneous traffic, the Railway Board have made 
an assessment of the anticipated traffic on the basis of the past trend3 
in production and rail movements of several important commodities 
like cotton raw, textiles, jute manufacturers, salt, paper, sugar, iron ore, 
foodgrains etc. The increase in this traffic works out to about 6.0 per 
cent per annum in the Third Plan as compared with the actual rate of 
increase of about 5 per ~ent per annum dluring the first three years of 
the Second Plan. It has been assumed that 20 per cent of the increase 
in this traffic during the third plan period would be carried by back
loading of empty wagons. 

9. In regard to passenger traffic, the provision in the Third Pla.n is 
proposed on the basis of 3 per cent per annum increase in the non
suburban traffic. As regards the suburban traffic, the increase is likely 
to be of a substantially heavier magnitude but the intention is to pro
vide the maximum number of train services which could be provided by 
the railways during the peak period. It is not proposed to lay any 
additional lines for suburban traffic. 

Targets in Regard to Commercial Road Transport 

10. The targets in regard to commercial road transport mentioned in 
the Draft Outline are based on the programme of manufacture recom
mended by the Ad Hoc Committee on the Automobile Industry (1960). 
The production target for commercial vehicles for 1965-66 recommended 
by the Committee is 60,000 as against the estimated production of 30,000 
in 1960-61. It is roughly estimated that the total number of commercial 
vehicles in the country after providing for replacements of the over-aged 
vehicles will increase from about 2,00,000 in 1960-61 to 3,65,000 in 1965-66. 
i.e., an increase of 82 per cent. The number of goods vehicles will 
increase from about 1,60,000 in 1960-61 to 2,80,000 in 1965-66, and the 
number of passenger buses from about 50,000 in 1960-61 to about 85,000 
in 1965-66. The increase in· freight traffic by road, according to these 
targets-on the assumptions about the utili!>ation of vehicles mentioned 
in Chapter VIII (Paragraph I)-is estimated roughly to be of the order 
of 120 per cent over 5 years i.e., from about 10.6 billion ton miles in 
1960-61 to about 23.2 billion ton miles in 1965-66. 

These figures do not take into account the additional capacity that 
may be available as a result of the introduction of truck-trailer combina· 
tions during the third plan period. An important limiting factor in 
the development of truck-trailer combinations in the country is the condl-
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tion of roads and bridges. The l\Iinistry of Transport and Communi· 
t:ations however have advised the State Governments to conduct surveys 
.0 f the' State highways so that the strengthening ~nd reconstruction of 
weak. bridges and cul~erts m3ly be un~ertaken witho~t delay. . ~hey 
have been further advised to Issue perro1ts for truck-trailer comb10atwns 

.On roads and bridges which are considered safe for heavy traffic. 

I.lement of Uncertainty in the Estimates 
()( Traffic for the Third Plan 

1 I. There are some important considerations w~ich introduce an 
-~lement of uncertainty in the calculations of traffic reqmrement~ over the 
Third Plan period. First, the locational pattern of some Important 
industries like coal, fertilizers and mineral oils is likely to change of 
·which the exact impact on the transport system cannot be forecast at this 
stage. In the case of th~ coal industry, subst~J?-tial prograr;nme~ were 
included in the Second Five Year Plan for raiSing productiOn 10 the 
fields other than those in }haria and Raniganj as, for instance, Karanpura 
in Bihar and the coalfields in Madhya Pradesh, Orissa, and Andhra 
Prade~h. In the Third Five Year Plan, except for coking coal required 
for the steel industry, and the high-grade non-coking coal required for 
yailways and certain other industries, which have to come mainly from 
the Jharia and Raniganj coalfields, the additional production required 
in regard to the other grades of coal is likely to come largely from the 
outlying coalfields. The programme for production of lignite in the 
South which is now under implementation will be carried further and! the 
-output of lignite will be increased substantially in the Third Five Year 
Plan. These measures are likely··\o result in some changes in the pattern 
-of coal movements, but a precise assessment of these changes will take 
time to be made. Similarly, in regard to mineral oils, significant deve· 
lopments are anticipated. At present except for a small production 
from Digboi area in Assam, almost the whole of the requirements are 
being met by imports. Steps have been taken to exploit reserves of oil 
from :'lraharkatiya in Assam and an annual production of 2.7 million tons 
of crude oil is expected from this area. Two new refineries are being 
set up. based on this resene-one in Assam and the other in Bihar. Ex·. 
ploration for oil is being carried! on in other areas, notably the Cambay 
area in Gujarat. In the event of oil resources in this area being exploit
ed there will be significant changes in the future pattern of oil move· 
ment in the country. A considerable stepping up of fertilizer production 
is envisaged in the Third Five Year Plan and it is contemplated that 
alm?~t every region will have . a p~oduction unit. The setting up of 
fertiliser plants at Naharkal1ya 10 Assam, Kothagudium in Andhra 
Prade~h and at a site in Rajasthan has already been decided upon and 
the_ sites for factories i~ Utt~r Pradesh, Madhya Pradesh, Mysore and 
~uprat are under con~1~lerat10n. 'Vith the completion of these pro
Jects, the pattern of fertilizer movement in the country is likely to under· 
go significant changes. 

Second, we have to take ~'"!to _account th~ likely changes in the 
pattern of move:nent of c?m~od~ttes hke foodgra10s, andt iron and steel 
m respect of ·whtch the objeCtive 10 the Third Five ·Year Plan is to attain 
.a measure of self-sufficiency. 
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Th~rd, it is difficult at this stage to make a~1 assessment of the impact of 
e~panswn programme ~f the road. transport mdustry on the railways and; 
vzce versa. As stated In the earlier chapters, there are indications that 
the. share of road transport in ~h: long distance tr~ffic has had a tendency 
to mcrease recently althat~gh It Is difficult to estimate how much of the 
increas~ in sue~ traffic by .r?ad is at t~e expense of the railways. The 
traffic m certam commodities as, for mstance, coal and iron ore a5 also
the long distance bulk traffic in food grains, rna y be expected to be carried. 
largely by the railways during the third plan period. The rest of the 
field may, however, be shared by both road transport and railways and 
their respective shares will depend, not merely on the number of com
mercial vehicles to be put on the road, but the manner in which they are 
to operate under the licensing policies followed in various parts of the 
country. The Railway Board in planning the more important line capa
city works on the railways, 'will obviously have to take account of the· 
possible development of road transport in the regions concerned during. 
the third plan period. As the Third Plan gets finalised, it mav be· 
possible for the railways to collect detailed information about the pattern 
of commodity movements in the country and formulate their line capacity 
works in the light of such information. It will also be necessary in this. 
connection to know the programmes for road construction and improve
ment in various regions of the country. Information on these programme~. 
may take time to be available. The detailed information in regard to· 
road development programmes in the States is not yet available at the· 
Centre. 

Projections of Traffic Requirements in Future 

12. The factual data set out in the preceding paragraphs give an indf· 
cation of the extent and nature of transportation demands arising from 
the process of economic development which was initiated in the country 
since the commencement of the First Five Year Plan. The estimate of 
future transportation requirements has obviously to be based on the· 
projected developments in the various sectors of the economy in future. 
In other words, what is required is to study the impact of each project 
and programme of economic development on the commodity movements. 
in the country. '\\'hile it may be possible and, in fact, necessary to adopt 
this approach of detailed estimation of transportation re4uirements over 
a relatively short period, say. period of a particular five year plan, it is
very difficult to have this type of estimation over a longer period, say, of 
10, 15 or 20 years because the necessary detailed data with regard to the size
and the locations of outpi.1t in respect of each important commoditv may· 
not be available. In the absence of detailed information about inclividuat 
projects or programmes of economic development, the estimates of trans
portation requirements may be based upon the past relationships between· 
the gross natwnal product (or national income) and the total demand for 
transportation, on the assumption that it could be established that there· 
is a broad regularity of relationship between the two over a reas~nable 
period of time. It should be emphasised, however, that such estimates 
could, at best, be used to indicate tlte broad magnitudes of transportation. 
requirements in future. 

13. The relationship between the aggregate traffic measured in ton
miles and gross national product is influenced by a numb~r o! factors .and· 
is, therefore, not likely to be stable over a very long penod Jn any gtve~ 
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.country and, for that matter, is not likely to be identical in all countries. 
The share of primary goods such as agricultural and mineral products in 
the total national produCt may differ from country to country, depending 
upon the stage of economic development re;lched, and this will influence 
the ratio of volume of 'transportation to the aggregate national product. 
1£, as happens in the relatively early stages of development, the process of 
·economic grow)h in a countr:y leads to the expansion of economically 
useable areas(a~d the widening of the markets in general, the average 
distance of haul may tend to increase and the volume of transportation 
may thus tend to grow with greater intensity than the aggregate national 
product. The recent experience in India shows that the expansion of 
·transportation demand has been at a substantially faster rate tha:n the 
increase in national income or the growth of production in any sector of 
the economy. These trends. may well be expected to continue in the near 
·future unless the r.conomy undergoes certain sigt:tificant structural changes. 
On the other hand, factors like the following ~ay be expected to reduce 
the intensity of grbwth of transportation in relation to national income•: 

.(i) any substantial increase in the share of services in the gross national 
product, (ii) refinements in the production techniques leading to the 
creation of relatively greater value per unit of output, (iii) a significant 
change in the form of energy used involving a shift from the primary 
source of energy like coal and oil to products of coal as gas or thermal 
electric power or to hydro-electric or atomic power etc. It is only in the 
long-run period that such developments may be expected to have a signi
ficant impact on the rate of growth of traffic in this country. · 

14. The Secretariat of the. Committee has worked out certain long 
term projections of the transpor~· requirements of the country which are 
given in a detailed note at Appendix 21. These projections, although 
of a somewhat speculative character, indicate roughly that the railway 
traffic as also the aggregate traffic may be expected over the next 10 to 15 
years to increase at a relatively faster rate than the national income, but 
the relative intensity of growth of traffic may be reduced in the periods of 
the successive five year plans. The following observation from the Report 
of the Working Party of the United Nations Economic Commission for 
Asia and the Far East on Coordination of Transport (No. E/Cn 11/ 
TRANS/137, dated the 2nd January, 1959) may be of interest in this con
mection: 

"The w·orking Party emphasised that it was not enough for trans
port merely to maintain a rate of development that just 

. equalled that in the other e~onomi~ sectors. In a developing 
economy, the rate of expansiOn in transport had to be greater 
than in the other sectors, as the total demands for transport 
tended to be progressive, not proportionate to the increase in 
production." · 

It ~ill. be appreciated that the element of uncer.ta!nty in the long-term 
proJeCtiOns w1ll be much greater than that pertammg to the projections 
-of traffic for a relatively short period of the Third Plan. Thus, for 
·~nstance, while the :pattern of production of coal in the country is chang
mg. the effect of th1s on the quantum of coal traffic and its overall lead · 

•'Pror. James H. Blackman in his paper referred to on page u2 has made certaio 
hnerestini obaer'flltioftll ot' the experience of U.S.A. and U.S.S.R. " 
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in the country may not be so significant in the next few years as over the 
long run. ~lso over the long run, changes in the sources of energy supply 
may matenally affect the quantum of coal moven~nt. Moreover, it is 
almost impossible to forecast the impact on the transportation system of 
the long term changes in the locational pattern of industries like iron and 
steel, fertilizers, cement, textiles, sugar etc., etc. 

The Difficulties Involved in the Allocation of Future 
Traffic Between Railways and Road Transport 

15. Apart from the limitations of future forecasts of traffic there are 
serious difficulties involved in the allocation ofj traffic between railways 
and road transport. First, as explained in Chapter X, apart from the 
relative economics of railways and road transport there are several factors 
which influence the users' pre.ferences for one mode over the other and the 
allocation of traffic between the two. It will not be enough for future· 
planning, therefore,. to go by just the relative costs of development of 
capacity on the two means of transport and it will be necessary to take 
into account the appropriateness of each mode of transport for particular 
type of traffic or the distance of haul. Second, the cost calculations them
selves are difficult to make and if they are to form the basis of any policy 
decision regarding the allocation of traffic between railway$ and road 
transport, they have to relate to specific traffics in view which are to be 
distributed between these two means of transport. The cost calculations, 
therefore, should take into account the degree of saturation already 
reached in the capacity of the two modes in the regions concerned. l\Iore
over, in an underdeveloped country like India which is confronted with the 
problem of conservation of foreign exchange resources, it is important to 
consider specially the foreign exchange element in the cost of develop
ment of each mode of transport as also the recurring burden of foreign 
exchange expenditure placed by each mode for haulage of a given quantum 
of traffic. The calculations of foreign exchange element of cost are parti
cularly relevant for the next few years when the indigenous capacity for 
the manufacture of equipment and the indigenous supply of the fuel 
required by the two means of traasport will not have been developed ade
quately, and reliance will have to be placed on external sources for equip
ment as also for fuel. Third, as discussed earlier. it is a matter for 
consideratiO•J whether road transport as at present organised could be 
allocated a de6nite traffic pertaining to any project or any region as 
part of a five year plan and could be relied upon to carry this traffic at 
a reasonable cost to the community. Finally, we have also to take into 
account the possibilities of tedmological advances both in railways and 
t·oad transport in future which may materially influence the economics 
<?i the two means of transport and their capacity to carry traffic in the 
country. 

16. All these factors have to be borne in mind in considering the 
allocation of traffic between railway and road transport in future. In 
this connection, it may be useful also to keep in view the experience of 
some of the industrially advanced countries. In the statement at Appendix 
22, we have g-iven figures to show the distribution of freight traffic between 
railways, road and water transport in some of the ad,auced countries of 
the world. It will be seen that during the last about 30 years, the share 
of road transport in the .total traffic has increased substantially in Euro
pean countries except for East Europe and USSR where the increases. 
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appear to be very small, r~lative!y speaking. While t?e shan: of road 
transport in the total traffic m Ind1a may be expected to mcrease m future, 
it is a crucial question to consider what types of traffic should be catered 
for mainly by road transport and what by the railways. 

Considerations Relating to the Extension of Railway and Road Network 
in Future 

17. In connection with the long term development in railways and road 
transport there are two specific qu~stio~s o! basic importance to be c~m
sidered: (a) what should be the pohcy cntena to be followed for extensiOn 
of new railway lines in the country and (b) what should be the broad 
priorities in the road development programmes in future. We shail 
briefly refer to these in this chapter. 

Considera.!ions Relating to Opening up of New Lines 

IS. The density of railway mileage in India is very low as compared 
with some of the advanced countries in the world. Whereas there is a 
kilometre of railway track for every 50 square kilometres of area and for 
roughly every 5,000 people in the country, the corresponding _figures for 
some of the advanced countries are as under: 

Country 

U.S.A. 

U.K. 

Japln 

Prance 

West Germany 

Table 5 

Pet one kilomerrt 11/ railway track 

Area Population 
(square (number of 

kilometres) persons} I 

u.·S 2,71 

1'5 1,613 

1o·6 2,588 

13'9 1,075 

8·1 1,613 

There is no question that in several regions of India which are not served: 
by the railways at present, there may be need for opening up railway lines 
in future. The railways, and, for that matter, all means of transport have 
a dynamic or promotional role in the economy and the opening up of 
railways leads to general economic development of the regions or the areas 
concerned. Priority was given in the first two Plans to programmes in
tended to provide additional transport capacity' on the existing railway 
network, and on account mainly of limitation of resources, the pro
grammes included in the Plans for construction of new lines have been 
modest. Ov~r the 10 year period from 1951-52 to 1960-61, the total mile
age added comes ti.J 1,200 only. A sizeable part of this mileage is on 
account of the lines which were dismantled during the war but restored 
under the first two Plans. In the Third Five Year Plan, it is proposed 
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to add about 1,200 miles of new lines. Several of the lines added in the 
period of the first two Plans or proposed to be added in the 
third plan period are &tated to be required either for opera
tional reasons or for requirements of coal and other mineral traffic expected 
to be generated as a result of development programmes in the Plans. 

The State Governments are understood to have asked for construction 
of new lines totalling lO,QOO miles in the Third Five Year Plan. The 
demands for these lines are generally sought to be justified for reasons of 
general economic development of the regions concerned. On account of 
lack of resources, however, the Ministry of Railways has not been able to 
include these projects in the Third Plan. · · 

19. Apart from the developmental role which the railways could be 
expected to have in the regions opened up by them, the railways are also 
recognised to serve strategic needs. To quote from the evidence repro
duced in a recent Report of the Special Sub-Committee of the Committee 
on Armed Services, U.S. House of Representatives• (July, 1959). 

"The versatility and adaptability of rail transport, as thoroughly 
demonstrated on a worldwide basis under all kinds of condi
tions, is but one of the reasons why military logistical plan
ning is built around the railroads for the bulk of its freight 
and passenger movements. The other forms of transport, 
important as they are to the total need, are auxiliary and 
supplemental to the railroads". · 

20. While the developmental and strategic roles of the railways must 
no doubt be important considerations in considering future expansion of 
the railway system in any country, it will be relevant in this connection 
to study the recent development in some of the industrially advanced 
countries of the world. We have referred in Chapter XI (Paragraph 11) 
to the tendency on the part of the railways in some advanced countries 
to close down unremunerative branch lines or unremunerative services in 
an effort to maintain their financial solvency. The statement at Appen
dix 23 gives the annual average rates of expansion or contraction of 
rail track mileage in several countries for which figures are readily avail
able. It will be seen that in quite a· few countries there has been a con
traction in railway route mileage in recent years. In some of these coun-

*That the railways are given a special importance in USA from the point 
of view of defence is also revealed in the proceedings of, a case which was 
decided by the Interstate Commerce Commission on September 6, 1950 and 
on which the Commission denied the Pacific Inter-mountain Express Co. 
authority to acquire control of the "Keeshin System" and thereby to 
establish a large continental trucking operation. The following quotation 
from the conclusion reached by the Commission will be of interest: 

"The soundness of the argument of railroads that their financial 
strength and potential for expension to meet the needs of 
national defence must be preserved is beyond question.. It is 
apparent that neither normal needs nor emergency needs could 
be met by other modes of transportation alone; nor can these 
needs continue to be met by the railroads, with other modes of 
transportation unless the railroads could continue to receive a 
sufficient traffic volume to maintain their plants and, services". 

Thus, the Commission held the view that if the railroads ha~ to exist. for 
defence purposes it was necessary. that . they should also . receive sufficient 
traffic volume to be able to maintam the1r plants and services. 
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tries several sections of railway lines though not abandoned altogether 
have been closed to passenger traffic as is shown by the following figures: 

Table 6 

Railway li1iet no longer open to Panenger Traffic 

Country 

France 

Netherlands 

U.K. 

Belgium 

Percentaf!t of 
to:al net work 

22, 

13 

13 

The recent thinking in the U.K. appears to be in favour of reducing 
the size of the British Railways so that eventually the country has ~nly 
that size of the railways ·which it can· afford. 

21. It is a known fact that most part of our railway and road network 
run parallel to each other. The table below indicates the route mileage 
on each zonal railway which is parallel to and within short distance of 
motorable roads. 

I 

Centnl Railway .... 
Ea~tern Railway 

Northern Railway 

North Ea~tern Railway 

North-East Frontier Railway 

Southern Railway 

South Eutern Railway 

Western Railway 

Table 7 

Total 

Mileage of 
railway lines 
parallel to 

Total route and within 
mileage short dis-

tance of 
motorable roads 

2 3 

.5.345 3.356 

2,319 1,433 

6,43.5 4,184 

3,082 2,41.5 

1,773 725 

6,161 ,,b7 

3·496 2,324 

6,054 •. o6, 
--~--

]4,63~ 24.309 

Percentage 
of (4) to (3) 

4 

52·8 

61·8 

6s·o 

78•4 

41·8 

94·6 

66·s 

67•0 

70'2 
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1t will be seen that ~n the case of Southern Railway about 95-per cent· 
of the _total route. mileage has motorable roads parallel to it or within 
short distances of 1t. On an average 70 per cent of the route mileage of 
the railway system as a whole falls in this category~ 

22. The conditions in India at present are very different from those 
obtaining in the industrially advanced countries. It is nevertheless r;·ue 
that in the past several railway lines have been added in this country 
mainly on considerations other than commercial. In the statement 
at Appendix 24 we have shown t.1e capacity and volume of traffic handled 
on certain new railway lines constructed and the dismantled lines restored 
since the commencement of the First Five Year Plan. It will be seen that 
on several lines not more than one half of the capacity available is being 
utilised in practice while in some cases utilisation is below 20 per cent of 
the capacity. Several- of these lines according to the calculations worked 
out by the Railway Board are found to be financially unremunerative. A 
few of the relatively small lines included in the Third Five Year Plan. 
appear to be of uneconomic character and are wanted for considerations 
other ·than economic or commercial. Several State Governments parti
cularly those in the southern part o( the country are still urging inclusion 
of more new lines in the Third Five Year Plan and several demands for 
new lines come from the regions which are well served by roads. 

23. As mentioned in Chapter II according to the procedure laid down· 
in the Government Resolution of 1925, the branch or feeder lines or the 
lines required purely for local purposes by the local Governments or local 
bodies,. which were not remunerative from the railway point of view, 
were to be constructed only if the Local Government guaranteed the Rail
way Administration against the losses in working plus the amount payat,Ie 
to the General Revenues. This procedure, however, was revised on the 
recommendations of the Convention Committee (19-19). The Committee 
while recommending the creation of the Railway Development Fund for 
financing expenditure on unremunerative projects, among other things, 
made the following observations:- . 

"Quite apart from expansion necessary to meet the growing needs 
of trade and industry in zones hitherto either not served or 
inadequately served by rail transport, there are undeveloped 
areas rich in resources which can be explored and exploited· 
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. As a result, this 
nationalised undertaking is compelled by circumstances to· 
play a passive, if not a negative role in the development of 
the country". 

According to the present policy, . theref<;>re, the R~ilway Board. do not 
insist on the proposals ~or new hnes bemg necessan_ly ret?-unerauv~ and 
each case is decided havmg regard to the overall consideratiOns relatmg to· 
the "industrial, agricultural, social, economic and political development of 
the country". It may be noted that the new lines which we have referred 
to in paragraph 22 above and which are of unrell!-un~rative char~cter, have 
all been built after 1949. In respect of strategic hnes, according to the 
original Resolution of 1924 on the separation of Railway Finance from the 
General Revenues of the country, both interest on capital-at-charge and~ 
loss in working on these lines were to be borne by the General Revenues. 
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1 he Convention Committee of 1949 while laying down that "no dividend 
shall be payable on the capital out of the General Revenues on un
remunerative strategic lines" made no reference to the allocation of 
operating losses on working of such lines. The 1954 Convention Com
mittee deferred its recommendations on this issue in view of the fact 
that the annual losses on the lines then existing were insignifu.:ant. The 
Convention Committee (1960) however, has recommended that the annual 
losses on the working of such lines should be home by the General Reve
nues. The Committee accepted the suggestion of the Railway Board that 
the capital-at-charge on the North-East Frontier Railway, other than the 
dearly strategic portions thereof, should be regarded as unproductive, 
and that the rate of dividend payable on the capital-at-charge on this rail
way should be at the average borrowing rate of Governm~nt which was 
less than the normal rate of dividend. This position will hold good till 
such time as the line becomes productive or ·the next Convention Com
mittee reviews the position. 

24. The point to consider in this connection is whether any well 
defined criteria could be laid down on the basis of which the proposals. 
for new lines could be selected from time to time as part of the railway 
development programme. "Where particularly a choice exists between a 
railway line and a road, careful examination may be required before a 
decision is taken. It is a matter for detailed consideration what. technical 
studies should be undertaken to decide such cases and what should be· 
the organisation to undertake the studies. One approach that could be 
considered is that in respect of the lines which on technical studies are 
found to be of an unremunerative character, and have to be taken up
either on strategic grounds or' for other social or political considerations, 
Government or the parties concerned should subsidize the railways direct
ly. This is more or less similar to the practice that obtained on the rail-· 
ways from 1925 to 1949 which has been referred to above. Also as men
tioned in an earlier chapter. it is identical to the approach suggested by 
the Select Committee of the British House of Commons (1960) in regard 
to the maintenance by the British Railways of the unremunerative services. 
It is a matter for consideration whether it will be desirable and feasible 
to adopt any such approach in regard to construction of new lines or, for 
that matter, continuance of unremuneratice lines on the Indian Railways 
in future. 

Considerations Relating to Road Development Programme 

25. The road development programmes in the First and Second Five 
Year Plans were formulated in the perspective of a 20-year road develop-
ment programme which was drawn up as far back as 1943. The Chief 
Engineers of the States and Central Government have recently formulated 
a 20-year road programme for the period 1961 to 1981. The broad objec
tive of this Plan is that no village in a developed and agricultural area 
should remain more than 4 miles from a metalled road and more than 
It miles from any type of road. In working out targets for various types 
of roads in this Plan, several factors have been taken into au:ount such 
as the area, the population, the state of present development of the region 
concerned and the possibilities of future development. ; With the · com
pleti~n of the mileage targ;et set out in the Plan, India is expected to ha,·e· 
52 rmles of roads (mcludmg metalled and unmetalled) per 100 sq. miles 
of area as against about 30 miles at the end of the Second Five Year Plan. 
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26. The bro~d order of pr~orities. envisaged in the 20-year Plan is: 
·(a) on all artenal r_outes, m1ssmg bndges should be provided and the 
·s1:1r£ace of the r<?ad 1mpr?ved at .l~a~t to one-lane black topped sp~cifica· 
t10n; (b) the mam roads m the VICinity of large towns should be w1denc:d 
;to two lanes or more, and (c) the major arterial routeS should have at least 
two-way road. 

27. The mileage position in India in relation to area or population is 
·Tery low as compared with most advanced countries of the world. This 
·will be borne out by the following figures: 

-Country 

1ndia 

U.K. 

'U.S.A. 

France 

;West Germany 

'Italy 

Japan 

Table 8 

Year 

1956-57 

1957 

1957 

1957 

195'7 

1957 

1956 

Road mileage 

Per hundred Per one lak:h 
sq. miles of ofpopu!a-

area. tion. 

26 85 

215 382 

II4 2,or8 

338 1,63::> 

169 314 

lo6 256 

63 100 

There is undoubtedly a need for the extension of new road mileage in the 
-country and there are many areas which need to be opened up by 
motorable roads. There are, however, several deficiencies on the existing 
road network. According to the Ministry of Transport and Commuuica
tions, about 60 per cent of the total mileage consists of earth roads only 
and the surface of these roads needs to be upgraded particularly on 
sections where traffic is increasing. Except for what are classed as 'other 
district roads and village roads', it may be necessary to provide at !east 
water-bound macadam surface on all roads, while those which have com
paratively heavier traffic will have to have black-topped surface. About 
15.000 miles of roads are classified as National Highways. About 2,230 
miles of these have two lanes, while the rest have only one-lane cement 
concrete or bitumen surface. About 1,000 miles of National Highways 
have only one way water bound macadam or low surface. The position 
.of State Highways which have a mileage of nearly 30,000 is similar to 
that of National Highways. 

28. Apart from the width and type of surface, an important point to 
consider ~n connection with the capacity of roads for heavy traffic is the 
thickness of the hard crust. Almost all the Highways in India have a 
total thickness of 9 to 10 inches which according to the technical experts 
of the Ministry of Transport was considered adequate for the volume and 
intensity of traffic 20 years back. According to these experts, for the 
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modern vehicles, the minimum necessary thickness for flexible pavement 
(black-topped surface) is IS to 20 inches. Almost all new roads, however,. 
are being made 9 to 10 inches thick with the result that they become un·· 
dulated in a short period. 

Above all, there is the problem of missing bridges on arterial routes .. 
On the National Highways alone, 80 major bridges will remain to be 
provided at the end of the Second Five Year Plan of which 47 will be in 
various stages of progress. 

29. Having regard to the limitation of resources, it will be a matter 
for consideration what priority should be given to th~ programmes reiat
ing to the upgrading of surfaces of the arterial and other important roads 
in the country and the provision of missing bridges on them and whether 
these roads will have the necessary capacity to carry all the traffic that is· 
likely to be generate<! in the next 5 to 10 years as also in the long run. 
This question has an important relevance iri any consideration of the
allocation of traffic in future between railways. and road transport. 



CHAPTER XIV 

MAIN QUESTIONS AT ISSUE 

\Ve have, in the earlier chapters, presented t:he factual material about 
;the organisational, operational and economic aspects of road and rail 
transport as far as we have been able to collect it. In this chapter, we 
-t;hall attempt to set out the main issues which require consideration parti
_cularly from the point of view of coordination. 

2. In India today, there is a shortage of transport generally. There 
is more traffic than railways and roadways put together can carry. It 
might, therefore, seem on a superficial view that no major problem of 

.coordination is confronting us. As explained earlier in the Report, 
however, there are, in certain sectors, indications of what might be 
regarded as unhealthy competition. .}Ve have also pointed out that there 
is a tendency on the part of the interests concerned to ask for extensions 

·of the railway system which are not always justified on economic or com
.mercial considerations. Likewise, road transport facilities are also being 
sought to be extended without proper thought being given to needs of 
coordination. Although the overall resources available both for railway 
.and road development are limited, because of local pressure demands for 
unnecessary duplication of facilities in certain regions are not easy to 
·resist. 

Furthermore, we are very conscious of the fact that, as has been the 
experience of other countries,_ there will come a time when serious pro
blems may arise. It would be a pity if we did not, with the experience 
of other countries to guide us, and particularly when we have adopted 
a policy of planned development, take steps from now on to prevent such 
a situation developing. The road transport system in the country is still 
in an early stage of development, and as the output of veihicles from indi
genous sources goes up, there will be much greater opportunities for the 
transport of goods by road. At the same time, the movement of goods 
which seem basically more suitable for rail transport either because of 
their bulk or the length of haulage e.g., ores for export as well as for our 
metallurgical plants and other similar industries, will also go up steali.:Jy. 
It is necessary to consider the factors which determine the appropriate
ness of railways and road transport for different types of goods and passen
ger traffic. It is much better to direct investment in right channels with 
a dear-cut conception of our objectives and policies than to seek 1emedial 
measures after infructuous investment has been made. Such an approach 
to the problem necessitates a consideration of some fundamental issues . 

. 3. In the past, certain measures have been taken to avoid unhealthy 
. competition between railways and road transport through the existing 

~
hannels and machinery for coordination. These measures are not a !>Ub

titute for a long-term policy for coordinated development of railways 
nd road transport and are in· the nature of pragmatic improvisations. 

Any rational scheme of coordination between road transport and rail-

1?R 
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ways can be put forward only _as ~art ?f a sound . long-term policy. In 
·the formulation of such a pohcy, It wlll not be nght, we thmk, to take 
the existing framework which has evolved t~rough historical forces re_fer
-red to earlier, as being sacrosanct and to consider th~ problem of. coordu~a-
tion entirely within that framework. The Committee, accordmg t~ Its 

·terms of reference, in fact, has been asked to define the role of the vanous 
means of transport in the country durin~ the ~ext five to tei?- years. "in 
keeping with" the long-term transport pohcy whxch the Comnnttee mtght 
recommend for the country. Before considering a suitable scheme of 
.coordination for the next five to ten years, therefore, it is necessary that 
we should give careful thought to all the various questions which are 
relevant in formulating a long-term policy for the country. 

4. \Ve have, in Chapter XI of the Report, referred to three alternative 
approaches to the problem of coordination. First, there is the possibility 

-of allowing free unrestricted competition between different forms of trans· 
port. Second, the necessary coordination may be achieved through app
ropriate Government regulation. In this approach, thought has to be 
given not only to the objectives of the policy to be followed but also to the 
·machinery to be used to implement it. The third alternative is of the 
·rail and road services being integrated into one single unit, when the 
·problem is of coordination not from outside but within the authority 
responsible for the joint management of all forms of transport. 

5. It may, at first sight, seem that in Indian conditions only the second 
.()( the three alternatives discussed above has any relevance, at any rate, in 
the immediate future. The railways have a large number of obligations. 
Their freight structure is intended to assist economic development of the 
.country by carrying certain basic raw materials and foodgrains at low 
rates over long distances. The railways also very often have to maintain 
and open lines which in themselves are not remunerative. Then again, 
the railways are under an obligation to make a specific return to the 
Central Revenues, which is over and above the contribution made by 
them on account of the various social. obligations. On the other hand, 
it has already been announced that the transport of goods by road will 
not be nationalised during the Third Five Year Plan which rules out the 
adoption of the policy for integration of road and railways in the sphere 
of goods services for the period of the Plan. It might, on these grounds, 
be argued that for the time being it may be worthwhile concentrating 

·<>nly on the second alternative referred to above-as, in fact, is the case 
in most countries which have a nationalised rail transport system. \Ve 
are emphatically of the view that it would be wrong to dismiss summarily 
the first and third alternatives, particularly because it cannot be claimed 
that the second has met with complete 'success in the other countries. Our 
transport system has to develop a great deal during the next ten years if 
it is to keep pace with the programmes o~ industrial development on which 
we have embarked. It is essential that we should take a long-term view 
of the question and, in doing so, we should not hesitate to consider :mv 
changes in respect of _our. existing policies regarding the railways and 
roadways, _however radiCal ~hey may seem, if they are likely to secure a 
more effinent and economic development of our transport system as a 
whole. To rely on regulatory measures, to be devised ad hoc as and 
when any signs of unhealthy competition appear will not, in our view, 
:.be the right answer to the questions confronting us. Having regard to 
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our wide terms of reference, which cover long-term policies, we consider 
it desirable to elicit public opinion on ead1 of the three alternatives dis
cussed above and to draw the attention of the Planning Commission and, 
the Government to some of the fundamental issues which have to be con
sidered and on which a long-range view has to oe taken before a national 
transport policy can be formulated. 

6. In the course of our. work, we have, on more than one occasion, been 
given fairly categorical views in support of each one of the three alterna
tives outlined above. \Ve have felt, however, that in most instances, such 
judgements and opinions are formed without a full appreciation of the 
implications of the view taken. Supporters of railways, for example, do 
not always recognise the special role of road transport in the economy. 
Likewise, not many people who complain about the existing restrictions. 
on the road transport system, seem to be aware of the obligations imposed 
on the railways in their operations. It may be relevant to mention that 
recently a view has been expressed at an international expert level that 
in India "road transport should be equipped to handle more of the traffic 
which is usually carried by· road in other countries-marketing of auricul
tural produce, distribution of factory products, local bus services <~nd so
forth .... There may be some loss of revenue to the railways but this 
can be made up by raising rates for bulk commodities". Another view 
expressed by an Economist• of International repute is as follows:-

"In parts of the country not now served by rail lines, there may 
be investment economies in developing long distance road 
haulage. \Vith this exception, however, investment in this. 
industry should be viewed with scepticism. India has a 
chance to avoid the mistake, which elsewhere is reasonably 
evident as such .• of making duplicating investments in long. 
distance road haulage which could be performed more eco
nomically by concentrating resources on the railroads alone". 

A detailed study of the implications of these suggestions in all as
pects has yet to be made. 

The Road Transport Reorganisation Committee (1959) which re
commended an approach substantially similar to the first alternative· 
mentioned above, does not appea~ to have given 3:dequate t~ought to the 
·public service obligations of the rail~ays. In this connectiOn, how~ver~ 
it may be relevant to quote the followmg extract from the address gtven 
by Rajkumari Amrit Kaur, Pres~dent, All-India Motor Unions' Congress, 
while inaugurating the 12th sessiOn of the Congress at Indore on Decem
ber 16, 1960:-

"The task of the Neogy Committee is by no means a simple one, 
because even after admitting that road transport has to be 
given its due share, some. way ~as also t~ be found for
protecting our largest natwnal mdustry vtz~, the railways. 
There may not be any danger today to their re\'enues or 
even in the near future but any long-term national trans· 
port po~icy has to keep in view w~at the position may 
become m the years ahead ........ It 1s here, therefore. that 
c.oordination becomes necessary". 

*Railroads and Tramportation' a note by John Kenneth Galbraith. 
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We hope that J;>y placing before the public a fairly detailed analysis 
()[ the present situation, we shall get the kind of informed criticism and 
advice which is most valuable in the formulation of a long-term policy. 

7. 1Ve have, in the questions set out at the end of this chapter, tried 
to pose squarely the question of allowing railways the freedom to operate 
as a purely tommercial undertaking and competing on equal terms with 
other forms of transport. This is followed by a second set of questions 
relating to policy of regulation. These questions arise out of the expe
rience gained in working the existing system of coordination to which 
reference has been made in Chapters V and VI earlier. The third set 
-of questions refers to the possibility of eventually achieving coordination 
through integration of rail and road services. Nationalisation of the 
entire road transport system will itself raise many problems, though it 
may be achieved by suitable stages. We feel that this question also 
should be considered along with the other two possibilities referred to 
above. , 

Our final questions relate to what, after all, is the most important 
issue, viz., the criteria which should govern future investment in the 
development of different forms of transport in the country. The more 
carefully this policy i~ th~mgh~ ~ut and implemented, the less serious is 
the problem of coordmat10n bkely to be. · 

8. The questions that we have listed in this chapter are of basic im
portance and will require to be giv!!n detailed thought in any considera· 
tion of long-term policy for coordinated development of railways and 
road transport. 1Vhile discussing several matters of policy in the earlier 
chapt~rs we have raised other relevant questions as well. To avoid re
petition, we are not recapitulating them in this chapter, although· some 
of them are extremely important. In giving further thought to all these 
issues we shall be greatly helped if we have before us the reaction of all 
sections of the community. 

QUESTIONS 

1. Could railways and road ransport, and for that matter, all ot11er 
means of transport be treated as commercial undertakings and be enabl
ed to compete with each other on equal terms? If so, 

(a) Is it possible for the railways to be relieved of their obliga
tion to provide services which do not pay, or alternatively, 
is it possible to assess the cost to the railways of providing 
uneconomic services and to reimburse them this cost from 
public revenues? If a distinctive section of a railway such 
as a branch line is proved to be a source of continuou$ 
loss, will it be possible to permit the railways to disconti~ 
nue the sections? 

'Vhat reforms, if any, will be needed in the present accountin~ 
practice of the railways so as ·to enable the railways to as
certain the profitability or othenvis.e of their operations in 
respect of different sections of a zone or individual lines etc? 
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Is it possible to relieve the railways of their statutory obliga· 
tions to accept all traffic offering without discrimination and 
their obligation not to discriminate between customers in 
regard to charges payable, leaving them free to quote com· 
petitive rates which may differ in different areas and for 
different customers? 

(c) As an alternative to (a) and (b) above, is it possible to impl)se 
similar obligations on other forms of transport? 

2. What should be the financial obligation, if any, of the railways 
towar~s Central Revenue.s under such a system? 

3. If the railways are to function as a purely commercial undertaking 
with complete freedom to quote competitive rates, would this policy 
involve any significant change in the organisational set-up of the railways
and their relationship with Government; and if so, what would be the: 
nature of such changes? Will there be a special case for the railways
heing managed through a corporate body in such a set-up? 

4. If the road transport system is not restricted to certain areas by 
permits, how would it be possible to ensure the availability of adequate 
transport facilities at a reasonable cost in the less-developed and rural 
areas and hilly tracts where short-distance transport is involved and l\here: 
rail communication may not be available? 

5. What increase will be required in railway rates on the low-rated' 
commodities like coal and other raw materials for industries and food
grains, such as may be necessary to enable the railways to make a reason· 
able margin of profit on their over-all operations after taking into ac
count effect of possible reduction in the rates on the high-rated categories
of traffic? How might such adjustments in the railway rating structure •. 
react upon the economy in general and the costing pattern of important 
industries in the various regions of the country? 

6. To what extent could tbe Inter-State Transport Commission be 
made an effective body to ensure c~ordination between railways and 
road transport in respect of (a) inter-State operations and (b) intra-State 
operations? 

7. \Vould it be possible under the ex1stmg Constitution to set up a 
central organisation entrusted with adequate responsibility for coordi
nation of all forms of transport? 1£ so, what form should this organisa· 
tion take? 

I£ not, what change in the Constitution may be necessary to secure
effective coordination through regulation and to set up an appropriate
coordinating body? 

8. 1£ any such organisational reforms be adopted, would it be advisable
to entrust the overall control, at policy level, of all forms of transport 
(including railways) to a single Ministry so as particularly to facilitate
effective coordination? Could the Ministry directly responsible for the-
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detailed administration of the railways be entrusted with the responsi• 
bility of controlling, at policy level. other forms of transport also? 

9. If coordination is to be achieved through regulation, then in 
what manner could it be ensured that regulation would result in a 
rational distribution of traffic between road transport and railways havi_!lg 
regard to their respective suitability for particular types of traffic? 

(a) To what extent may any type and bulk of freight traffic and 
the distance to be traversed broadly constitute elements of 
suitability for road and rail transport respectively? and 

(b) in the case of passenger traffic, are there any distinct elements 
of respective suitability for road and rail transport? 

10. Which of the following forms of regulation would suit the condi
tions in India? 

(a) Should the licensing policy to be adopted be modelled on a 
system prevailing in the United States of America in respect 
of inter-State operations under which the service to be pro
vided and the route or area to be covered and the charges 
to be levied by the carriers are regulated, but there is no 
restriction on· the number of vehicles to be acquired on 
each licence for the service prescribed? 

or 

(b) Should the licensing policy be designed on the model obtain
ing in West Germany under which the total number of 
long distance licences valid for distances over a given 
radius (50 kilometres in West Germany) is fixed by the 
Federal Government and the long distance road transport 
industry is subject to fixed tariff rates which are almost the 
same as the railway rates? 

or 

(c) Should the system be more in line with the one obtaining in 
Great Britain which aims at regulation of the number of 
public haulage vehicles, but has very little control over the 
type of work on which they are subsequently engaged· or 
over the rates which are charged but which permits the 
railways to quote competitive rates without any restrictions 
in regard to non-discrimination of rates or the publication 
of rates etc.? 

or 

(d) Should the licensing system, as in some of the States in 
Australia, aim at restrictions on distance or areas over which 
road transport services should be provided? 
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or 

(e) Shou~d t~e licensin~ pol~cies in India broadly represent a com· 
bmaqon or modificatiOn of some of the features mentioned 
above? 

II. To what extent can the taxation of roau transport vehicles be 
used as an alternative to, or to supplement the system of regulation 
through permits? To what extent could the present system of taxation 
on the road transport industry be modified so as to increase the taxes 
on vehicles carrying particular types of goods or those operating over 
long distance and correspondingly to reduce the taxes for the other 
types of traffic or for short distance operations ? 

12. Should a broad-based scheme be contemplated for the integration, 
rather than mere coordination, of road and rail services under a nationa
lised system, in which the Central and State Governments may parti
cipate on suitable terms? 

13. Should nationalisation of long distance road transport services 
be uqdertaken on selected routes with a view to securing coordination 
between rail and road services on these routes? 

14. If nationalisation of goods transport services is contemplated as 
a method of coordination, what should be the form of organisation to 
operate these services? More particularly, will :it be appropriate to 
manage these services through a corporat-ion or corporations in which the 
railways, State Governments and private operators participate? 

Could the railways, in any ciicumstances, be entrusted with the opera· 
tion of road transport services as an integrated part of the railway 
operatiops? 

15. As regards the future extension or development of roads and 
railways in the country, what should be tihe guiding criteria in deciding 
on such extensions? Should the effort be to develop either road trans· 
port or rail transport only, having regard to the suitability for rail or 
road transport -o1 the bulk of the traffic offering in any particular area? 

16. Before any road or rail project is undertaken in any area, should 
technic~! and economic surveys be made for the purpose of ascertaining 
whether road or rail transport, exclusively would meet the needs of the 
situation at lesser cost than the other, and should decision be taken on 
the result of such surveys so as to avoid the provision of the costlier 
service? 

17. What should be the guiding principles that should be foJlowed in 
choosing the alignments of new roads and railways? 

18. Should the railways be expected to provide new lines even if ~ey 
are unremunerative from a commercial point of view? If such services 
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have to be provided, should the financial burden be debite<t to the 
sponsoring authorities rather than to the railways? 

K. L. LuTHRA 
Secretary 

New Delhi: 
The 2nd February, 1961. 

K. C. NEoGY 
Chairman 

B. N.. JHA 
Member 

R. L. GUPTA 
Member 

5. RANGANATHAN 
Member 

KRIPAL SINGH 
Member 

L. K. jHA 
klember 

G. v. AYYAR 
Member 
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APPL"lD:tX 1 

Government of India Resolution, dated the 22nd July, 1959, regarding 
the appointment of the Committee 

The Planning Commission and the Ministries of Railways and TranJo 
port &: Communications have had under consideration for some time past 
suggestions relating to the coordination of different means of transporta· 
tion, 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 examination of these problems at this. 
stage will be of material assistanc~ in the formulation of plans of future 
development in the field of transportation. It has accordingly been 
agreed in consultati~n with the Ministries of . Railways and Transport 
and Communications to constitute a Committee to study the problems 
involved, and to make recommendations on the measures required to 
secure the necessary coordination between different means of transport and 
on long-term policies and considerations which should guide their future 
development. 

2. The Committee will consist of the following:-

C~ 
::-:::--<~ fmbers-<

Shri K. C Ne~ 
I. Shri Vishnu Sahay, I.C.S., Secretary, Planning Commission. 
2. Shri R. L. Gupta, I.C.S.,, &ecretary, Department of Transpo:~:t. 

Ministry of Transport and Communications. 
3. Shri K. B. Matlhur, Chairman. Railway Board, Ministry of Railways. 
4. Shri A. K. Roy, Secretary, Department of Economic Affairs, Minis 

try of Finance. 
5. Shri S. Ranganathan, I.C.S., Secretary, Ministry of Commerce & 

Industry. 
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 variou~ 
means of transport and the economic, political, social and strategic pur· 
poses which the transport machinery is designed to serve, the Committee 
should 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 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 5 to 10 years; and 
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(c) what is the best mechanism for the regulation an~ coordination 
of the various means of transport, so that the transport 
needs of the country are met in an efficient and economic 
manner consistent with the large~ interests of the country ? 

4. The headquarters of the Committee will be at New Delhi but the 
Committee may visit such places as may be considered necessary for its 
work. 

ORDER 

Ordered that a copy of the Resolution may be communicated to all 
"Concerned and that it be published in the Gazette of India for general 
information. 

Sdf- T ARLOK SINGH, 
Additional Secretary to the Government of India. 



APPENDIX 2 

Progress of railway mileage opened since the introduction of Railways in India 

Open mileage Open mileage 
Year at the end at the end 

of the Year Year of the Year 

1853 20 1940-41 41,052 
1860 . 838 I944-45f 40,509 
1870 4,771 1945-46 40,518 
1880 9,162 1946-47 40,52-J 
1890 x6,401 1947-48ff 33.985 
1900 24,752 1948-49 33,861 
1910 32,099 1949-50 34,022 

-1919-20* ~6,735 1950-51 .34,079 
1920-21 37,029 1954-55 34,705 
1929-30 41,724 1955-56 34>735 
1936-37 43,!28 1956-57 34.744 
1937-38"'* 41.076 1957-58 34,889 
1938-39 41,134 1958-59 35,081 

*During the First World War seven lines aggregating 463 miles were dismantled to 
meet urgent military requirements. 

••on Ist April, 1937 the Burma ,Railways, with a length of 2,060 miles, were 
separated from the Indian Railway system, 

i>uring the Second World War, mOre than two dozen selected branch lines. involving 
over 1,ooo miles of rail length were dismantled to provide for military operations, 

tfOn I 5th August, 1947, due to the Partition of the country, a length of about 65958 
miles of railways was retained in Pakistan. 

13~ 



APPENDIX 3 

Number of commercial vehicles• registered in India 

Year 

1948-49t 
1949-50t 
1950-51t 
1951-52t 
1952-53t 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
i958-59 

• Excluding motor cabs. 

Buses 

27,275 
30,317 
34,4II 
36,637 
38,728 
40,276 
40,987 
46,461 

38,415 
42,008 

44,744 

Trude; 

72,926 
78,537 
8!,833 
84,013 
91,425 
98,902 

1,04,389 
1,19,097" 

1,23,385 
1,36,460 
1,45,048 

t Figures relate to taxed vehicles only. Figures for 1953-54 and onward include tue;i. 
and tax exempted vehicles. 

Source-Ministry of Transport and Communications. 
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APPENDIX 4 

Extracts from the Seventh Schedule of the Constitution of Indi4 
f...ist !-Union List. 

22. Railways. 
23. Highways declared by or under law made by Parliament to be 

national highways. 
24. Shipping and navigation on inland waterways, dedare.d by 

Parliament by law to be national waterways, as regards mechamcally 
propelled vessels; the rule of the road on such waterways. 

25. Maritime shipping and nagivation, including shippi!l& and navi
_gation on tidal waters; provision of education. and tratm~g. for the 
mercantile marine and regulation of such edu.cat1on and trammg pro
vided by States and other agencies. 

26. Lighthouses, including lightships, beacons and other provision 
for the &afety of shipping and aircraft. 

27. Ports declared by or under law made by Parliament or existmg 
law to be major ports, including their delimitation and the constitution 
.and powers of port authorities therein. 

28. Port quarantine, including hospitals connected therewith; 
·seamen's and marine hospitals. 

29. Airways; aircraft and air navigati~n; provision of aerodromes; 
regulation and organisation of, .air traffic and of aerodromes; provision 
for aeronautical education and' training and regulation of such educa
tion and training provided by States and other agencies. 

30. Carriage of passengers and goods by rOlilway, sea or air, or by 
national waterways in mechanically propelled vessels. 

31. Posts and telegraphs; telephones, wireless, broadcasting and other 
like forms of communication. 

42. Inter-State trade and commerce. 
56. Regulation and development of inter-State rivers and! rivet valleys 

to the extent to which such regulation and development under the 
·control of the Union is declared by Parliament by law to be expedient 
in the public interest. 

89. Terminal taxes on goods or passengers, carried by railway, sea or 
-Air; taxes on railway fares and freights. 

List 11-State Li:Jt 

13. Communica~ion~, that is to say, roads, bridges, ferries, and other 
means of ~ommumcat1on not specified in List I; municipal tramways; 
rope~ays; mlan? wate~ays and traffic thereon subject to the provisions 

·of Ltst ! and L1st III wtth regard! to such waterways; vehicles other than 
·mechamcally propelled vehicles. 

56. Taxes on goods and passengers carded by road or on inland 
·waterways. 

141 
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57. Taxes on vehicles, whether mechanically propelled or not, suitable 
for use on roads, including tramcars subject to the provisions of entry 
35 of List III. 

58. Taxes on animals and boats. 
59. Tolls. 

List III-Concurrent List 
31. Ports other than those declared by or under law made by Parlia-· 

ment or existing law to be major ports. 
32. Shipping andi navigation on inland waterways as regards mechani-

cally propelled vessels, and the rule of the road on such waterways, and 
the carriage of passengers and goods on inland waterways subject to the· 
provisions of List I with respect to national waterways. 

35. Mechanically propelled vehicles including the principles on which. 
taxes on such vehicles are to be levied. 

NOTE 
According to the Constitution of India, 'Carriage of passenger and' 

goods by railway, sea or air or by national waterways in mechanically 
propelled vessels' is in the Union List. The entry does not include 
carriage of passengers and goods 'by highways'. There is provision in the
Constitution for declaration of selected highways as National Highways. 
Under the National Highway Act, 1956, it is laid down that: 

"b shall be the responsibility of the Central Government to-
develop and maintain in proper repair all na:ional high
ways; bul the CenrraJ Government may, by notification in 
the Official Gazette, direct that any function in relation to· 
the development or maintenance of any national highway 

shall subject to such conditions, if any, as may be ~pecified:' 
in the notification, also be exercisable by the Government 
of the State within which the national highway is situated 
or by any officer or authority subordinate to the Central 
Government or to the State Government." (Section 5). 

'The Central Government may give directions to the Government 
of any State as to the carrying out in the State of any of 

the provisions of this_ Act or of any rule, notification or· 
order made thereunder". (Section 6). 

The carriage of passenger and goods by National Highways is not, 
however, a matter of Central Legislation. According to a constitution'll · 
lawyer• "the Union Parliament has exclusive and complete legislative· 
authority in respect of t!he highways within the territories of the consti
tuent States declared by or under a law made by the Union Parliament 
to be national highways; and in the exercise of this legislative power, 
the Union Parliament may enact laws which may ultimately affect the<· 
control of traffic on such highways. The control of traffic being withil'k 
the executive P.ower of the States, the authorities in charge may fail to· 
comply with the provisions of the Union law. In such a case, the Union 
Government will, under the Constitution, be competent to issue directions.. 
to the State concerned" (pn;sumably under article 257 (2) of the Consti
tution). 

*Sirdar D.K. Sen : A Comparative Study of Indian Constitution (1960). 
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APPENDIX 5 

The position of reciprocal agreements between States regarding the issue of public 
carrier permits for inter-State operations 

Date of 
State Neighbouring conclusion Remarks 

No. States of the red-
procal 

agreement 

I 2 3 4 s 

I. Andhra Pradesh I. Madhya Pradesh 2-9-59 
2. Madras 13-"3-58 

3· Maharashtra (erstwhile 
Bombay) 10-2-58 

4· Mysore 26-2-58 

5· Orissa 24-3-60 

2. Assam • I. Manipur Details of agree--
ment already set--
tied, but agreement-
not Yet reduced to--

Tripura 
writing. 

2. 19-9-59 
3· West Bengal Ditto. 

3· Bihar . I. Madhya Pradesh 20-1-59 
2. Orissa 1-3-60 
3· Uttar Pradesh 20-3-59 
4· West Bengal 20-3-59 

4· Delhi . t. PuP jab 26-5-60 
2. Rajasthan 25-7-58 
3· Uttar Pradesh 24-10-57 

s. Gujarat I. Maharashtra 6-]-60 
2. Rajasthan 5-2-57 

6. Himachal Pradesh • Punjao 22-7-60 

1· Jammu & Kashmir Puniab 4-7-60 

8. Kerala • I. Madras Agreement und•:1 c.:,P-

2. Mysore 30-8-57 
sideration. 

9· Majhya Pradesh I. Andhra Pradesh 2-9-59 
2. Bihar 20-1-59 
3. MahJrashtra 1-7-58 
4· Orissa 30-I0-60 
5· Rajasthan 4-II-57 
6. Uttar Prad"?sh 29-7·-60 
]. West Bengal 2-9·.)9 

H:J 
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APPENDIX s-(contd.) 

::: 2 3 4 5 

-::10. Madras. I. Andhra Pradesh I3-3-58 
2. Kerala Agreement under 

consideration. 

3· Mysore 20-7-57 

·II. Maharashtra • I. Andhra Pradesh I0-2-58 
2. Gujarat 6-7-6o 

3· Madhya Pradesh I-7-58 

4· Mysore I-7-60 

:12. Manipur Assam Details of agree-
ment already sett-
led, but agreement 
DOt yet reduced to 
writing. 

'13. Mysore. I. Aodhra Pradesh 26-2-58 
2. Madras 20-7-57 

3· Maharashtra I-7-6o 

4· Kerala 30-8-57 

:I4. Orissa • I. Anihra Pradesh 24-3-60 

2. Bihar 1-3-60 

3. Madhya Pradesh 30-I0-60 

4· West Bengal 4-8-60 

:zs. Punjab I. Delhi 26-5-60 

2. Himachal Pradesh 22-7-60 

3· Jammu & Kashmir 4-7-60 

4· Rajasthan I3-5-60 

5· Uttar Pradesh 15-2-55 
and 

2I-2-57 

:x6. Rajasthan I. Delhi 25-7-58 

~. Madpya Pradesh 4-II-57 

3· Punjab I3-5-6o 

4· Uttar Pradesh 27-7-60 

s. Gujarat 5-2-57 

17. Tripura Assam 19-9-59 

:18. Uttar Pradesh I. Bihar 2D-3-59 

2. Delhi 24-ID-57 

3· Madhya Pradesh 29-7-60 

4· Punjab I 5-2-55 
and 

2I-2-57 
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APPENDIX 5-(concld.) 

I 2 3 4 s 
t8. Uttar Pradesh (contd.) 

s. Rajasthan 27-7-60 
6. West Bengal 2o-3-59 

19. West Bengal . x. Assam Details of agr,ement 
already settled, but 
agreement not yet 

Bihar 
reduced to writing. 

2. 20-3-59 
3· Madhya Pradesh 2-9-59 
4· Orissa 4-8-6o 
5· Uttar Pradesh 20-3-59 



APPENDIX 6 

Number of long distanu temporary permits (i.e. permits for distances over 300 miles ) issued in different States from January to June,1960 

'i96o 
State January February March April May June Reasons for granting temporary permits 

I. Andhra Pradesh* 

2. Maharashtra 796 764 828 786 837 779 

3. Orissa 10 20 34 53 55 so To carry rice, paddy, furniture, forest goods, iron ores, 
betel leaves, stationery goods, fruits, vegetables, mis-
cellaneous goods. 

4· West Bengal** 6 7 7 16 15 7 To carry machinery, electric goods, other essential 
goods. 

public 

5· Kerala ( 502 For urgent transport of goods. -~ 
6. Madras 205 125 134 148 II6 116 Section 62(c) of the Motor Vehicles Act, 1939. 0) 

1· Punjab 5 2 3 3 3 3 To carry empty vehicles and household effects. 

8. Himachal Pradesh 6 2 To carry empty vehicles. 

9· Uttar Pradesh 126. 162 170 154 264 N.A. 

10. Mysore 288 322 252 306 271 221 (i) Under Section 62 (b) & (c) • 
(ii) To carry general goods. 
(iii) To carry essential goods. 
(iv) To carry goods and coffee seeds, foodgrains and 

other articles. 

II. Madhya Pradesh 1,346 1,6o8 1,328 1,829 I,6o8 1,759 (i) For carrying cornrnercialjgeneral/seasonal goods. 
(ii) To meet temporary particular need. 

(iii) To carry 
produce etc. 

bidi leaves, machinery, forest 



ti. 

13. 

14. 

Bihar 516 54i 540 491 497 624 Under reciprocal agreements with the neighbouring 
States. 

Delhi 384 399 384 290 419 427 For one return trip for carrying specific goods of particular 
parties on forward journey and public goods on return. 

Assam* 

* No temporary permits are issued for long distances in Andhra Pradesh and Assam. 

** The figures relate to the permits issued by the State Transport Authority. 

N .A.-Figures of permits issued by the Regional ~ransport Authorities are not available. 



APPENDIX "1 

Distribution of road transport industry according to the size of the unit 

Individuals Owning 
Companies or 

Partnerships Owning Co-operative Societies Owning 
STATE 

One 2 to s More than One 2 to s More than One 2 to s More than 
vehicle vehicles s vehicles vehicle vehicles s vehicles vehicle vehicle s vehicles 

I 2 3 4 s 6 7 8 9 IO 

Public Carriers 

I. Assam 993* 29 I2. 2 

2. Kerala 2,283 360 25 46 34 9 4 s 2 

3· Madhya Pradesh 2,971 301 41 3 s .... 
~ 
00 

4· Madras 4·301 499 31 30 36 10 s 7 3 

s. My sore 1,252** 166 7 12 8 7 8 4 

6. Orissa 2,343 1,135 23 s IS s I 

1· Rajasthan 3,800 134 470 24 53 3 

8. Uttar Pradesh ** 6,2II 63 2 II4 22 9 3 2 

9· West Bengal 3·464 365 4 109 225 13 

10. Manipur 381 28 s 36 

II. Andaman & Nicobar Islands 8 s I 

Stage & Contract Carriages 

t. Assam . 761 " " J7 4 ,. ,. .. 



2. Kerala . 1St 179 ,a ~ 'J ~~ ~ t ~ 

3· Madhya Pradesh 600 211 II 9 I4 18 I '; 2 

4- Madras • I,OII 255 89 19 42 74 4 4 

s. Mysore • 1,446** 334 42. 3 26 33 3 
6. Orissa 149 27 s 2 I I 

1· Rajasthan 1,130 159 17 308 103 21 54 28 3 

8. Uttar Pradesh 2,749 92 I 99 I3 s 3 

9· West Bengal x.sso I23 4 144 173 32 9 I 4 

IO. Manipur 68 4 35 I 3 

• Fiaures for two districts are not available. ..... 
.;.. 

•• Excluding figures for one region for which information is not available. 
10 



APPENDIX 8 

Assumptions made for estimating the volume of goods traffic carried by road transport 

____ ... 
I.R.T.D.A./Masani Committee C.T.P.C. Secretariat 

Railway Board 
Diesel Petrol Diesel 
lorry lorry lorry 

Average load carried • Outward 4 tons 5 tons 4 tons 

J 
trip 

5 tons 
Return 4 tons 3l tons 3 tons 
trip 

Average annual mileage 30,000 35,000 30,000 30,000 

fleet utilisation rate of performance (Percentage 
of vehicles utilized to total on the road) . 100 So 66 

Average annual performance per truck 1·2lakh ton o·88lakh ton- l · oo lakh ton 
miles miles miles 

Ton miles performed by total number of trucks in 
1958-59@ . 17,400 million u,Soo milion s,soo million 

lRTDA.-Indian Roads and Transport Development Association. CTPc-Committee on Transport Policy & Coordinatiop., 
@ Th.e total number of trucks in 19$8·$9 was 1~4s~o48, 

Petrol 
lorry 

} 3 tons 

20,000 

66 

o · 40 lakh ton 
'miles 

.... .,. 
Q 



APPENDIX 9 

Percentage sh::zre of p::zssenger traffic (passenger miles) carried by Railways ana 
Commercial Motor Transport* in India 

Year Railways Road Total 

1948-49 77"1 22•9 100 

1949-50 75"3 24"7 100 

1950-51 74"2 25·8 100 

1951-52 71•6 23•4 roo 

1952-53 68•7 31"3 J.OO 

1953-54 67•3 32"7 100 

1954-55 66·2 33·8 100 

1955-56 63•1 36·9 JC'O· 

1956-57 67:9 32"1 IOOo 

1957-58 65•4 34·6 IOO· 

1958-59 62·5 37"5 IOOo 

1960-61 59•5 40"5 I(){) 

• The Passenger miles by road relate to commercial buses only and have been worked 
out on the following assumptions : 

(i) Average se.dng capacity -Passengers 

(ii) Average ar:n•J•;'. rnilcagr. 

(:iij Load fact(Jr 

151 

Diesel 
Buses 

40 

30,000 

66 per 
cent 

Petrel 
Buses 

30 

20,000 

66 pe 
cent 



APPENDIX '10.1 

T Statemem[showing the movement of Vehicles according to different distane~ zones 

Vehicles moving 
-----

Total number Beyond Beyond Beyond Beyond Beyond Beyond Beyond ileyond Beyond 
Name of the rot·te of 25 50 75 IOO ISO 200 300 soo IOOO 

vehicles miles miles miles miles miles miles miles miles miles 
counted 

I 2 3 4 ' 6 7 8 9 IO II 

I. Amritsar-Delhi 4,700 4,047 3,265 2,6IS 2,2I5 I,SI4 I,oos 59 I2 I 

(86• I) (69· S) (5,'7) (47'1) (32' 2) (2I'4) (1"3) ( 0'3) ( 0'02) 
~ 
Ut 

2. Delhi-Amritsar ,,143 4,4IO 3,S68 3,0II 2,536 1,670 I,063 s8 4 I t-.j 

(85'7) (69· 3) (s8· s) (49'3) (32· S) (20'7) (I·2) (0•2) (o· I) 

Sub-Total (I +2) 9,843 8,4S7 6,833 s,626 4.7SI 3,I84 2,068 II7 I6 2 
css· 9) (69'4) (S7' I) (48· 2) (32' 3) (20'9) (I• I) (o· I) (o•o2) 

3· Delhi-Kanpur . S,249 3,654 2,2I8 1,738 1,362 950 629 149 67 3 
(69'7) (42'4) (38'2) (25'9) (I8· I) (12'0) (2·8) (1 .. 2) (o·os) 

4· Kanpur-Delhi . 5,314 3,942 2,429 2,020 1,602 I,oso 703 ISS 83 8 
(74'2) (45'7) (38•o) (30' I) (19'7) (18• 2) (2'9) (I• S) (o· I) 

Sub-Total (3+4) IO,S63 7.S96 4,647 3,758 2,964 2,000 I,332 304 ISO II 
(71 '9) (44'0) <3s·6) ( 28• I) (19'0) (12'7) (3•0) ( I• S) (0•2) 

S· Patna-Calcutta • 7,939 6,867 4,874 3.946 3,641 I,623 868 437 161 12 
(86· S) (61 '4) (49'7) (45'8) (20'4) (IO• 8) <s· s) (2·0) (0•2) 

6. Calcutta-Patna . 8,898 7,246 4,68o 3,683 3,415 1,509 965 404 159 23 (81 '4) (52·6), (41'4) (38'4) (17'0) (10'9) (4•6) (1•8) (0'3,) 



Sub-Total (5+6) 16,837 14,112 9.554 7,629 7,056 j,Ij2 I,S33 B4I 3io 35 
(83 •8) Cs6·7) (45' 3) (41 '9) (18·6) (10'9) (s·o) (1'9) (0'2) 

1· Bombay-Bangalore 7.992 7,622 ~.462 4.980 4,532 :3,220 1,709 617 328 17 
(95'4) (68•4) (62'4) (58·8) (27'9) (21 '4) (7'7) (4· I) (0'2) 

8. Bangalore-Bombay 8,u6 7,281 5,546 5,047 4.596 2,453 2,030 758 367 II 
(89'7) (68· 3) (62'2) (56·6) (30' 2) (25'0) (9'3) (4' 5) (o· r) 

Sub-Total (7+8) I6,ro8 14,903 II,008 10,027 9,128 4,673 3.739 1,375 695 28 
(92'S) (68· 3) (62'2) (56·6) (29'0) (23'2) (8· S) (4'3) (0•2) 

9· Madras-Bangalore 4,704 2,918 2,534 2,233 1,877 1,259 1,003 291 51 .2 
(6.2'7) (53'9) (47'S) (39'9) (26· 8) (21' 3) (6•2) (I' 1) (o•1) 

10· Bangalore-Madras 4,837 3,051 2,602 .2,274 1,947 1,353 1,055 339 36 
(63• I) (53·8) (47'0) (40'.2) (27'9) ( 21'7) (7'0) (0'7) 

Sub-Total (9+Io) 9.54I 5.999 5,136 4,501 3,824 .2,6I2 2,os8 630 87 .2 
(62'9) (53'9) (47'3) (40' I) (27'4) (21'6) (6•6) (0'9) ( 0•2) 

;; 
w 

GRAND TOTAL 62,892 SI,067 37,I78 3I,547 .27,7.23 IS,60I II,030 3,267 I,268 78 
(8I•2) (59' I) (so· .2) (44' I) (24'8) (I7' S) (5'.2) (2'0) (o· I) 

NoTB :-Figures in brackets indicate percentages of vehicles in each distance category to the total number of vehicles counted. 
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Statement showinl! the tonnage of important commodities moved according to different distance zones 

(Figures in brackets indicate percentages to the total quantity moved.) 

Tonnage moving 

Commodity Name of the Tota:i Beyonti Beyond Beyond Beyond Beyond Beyond Beyond Beyond Beyond 
Route tonnage 25 so 75 IOO ISO 200 300 soo IOOO 

moved miles miles miles miles miles miles miles miles miles 

I 2 3 4 5 6 7 8 9 IO II I2 

Finished goods Calcutta-Patna 920'03 8ss·66 821" 55 796·64 773'53 379'87 324'33 I23'3I 62'24 I3'79 
( 93'0) ( 89· 3) (86•6) ( 84• I) (4I. 3) (35' 3) (I3' 5) (6·9) (I" S) ...... 

CJ1 

"'" Bombay-Ban- 9IS·89 9I4'05 842'7I 8I0'74 794·86 407'89 353'65 I92'87 I65·69 27'76 
galore ( 99•8) (92'0) ( 88· S) (86· 8) (44'6) (38· 7) (2I'I) ( I8· I) ( 3'0) 

Sugar & Gur. Ddhi-Kanpur 2,293'30 2,279'23 2,I74'52 2,II6'93 I,77I'98 I,I67' 52 529'3I 44' IO 
( 99'4) ( 94'8) ( 92' 3) ( 77' 3) ( 50'9) ( 23' I) (I '9) 

Kanpur-Delhi • 6,830'98 6,277•06 3,2I6·6s 2,I86·o3 2,033'26 1,,87'84 I,048·66 109'83 7'I6 
(9I'9) ( 47' I) ( 32'0) ( 29' 8) 2I·8) (15'4) (I'7) (0·2) 

Dangalore- 1,727'01 1,649' 52 I,501'99 1,467•36 I,307' 7I 773'60 565'33 39'56 4'63 Bombay ( 95' 5) ( 8ro) ( 8s· o) ( 75' 8) (44'9) (32' 8) (2'4) (0'4) 
Delhi-Amritsar 4,822' I6 4,66r• so 4,534'33 4,3I8· 59 3,752'47 2,952'69 I,8I7'05 I3'96 

(90'0) (94' I) (89·6) (77'9) (6I. 3) ( 37'7) (o· 3) 

Mineral oi: Delhi-Amritsar. 1,128·82 1,106·79 989'67 894'64 86I'I 728'35 579'37 I5·6o 
(98'0) (87~6) (79' 2) (76• 2) (64'4) (SI' 2) (I• 3) 

Bombay-Dan- 5,542'60 5,521'46 5,099'38 4,890' 34 4,819'64 1,060•4I 936'09 13'29 4'I6 
1;\alpr~ <?9'6) (92'0) (88· 2) (86·9) (I9' I) (16· 9) (0'3) (o· I) 



wo~ci and Amritsar-Delhi 2,297"33 2,280·06 2,065·89 I,9I9'0I I,822· I2 I,25o·oo 938'92 33o98 
Timber (99' 2) (89· 9) (83. 5) (79' 3) (54"4) (40'9) (I" SJ 

Coal, soft Patna-Calcutta II,746•68 II,690·98 II,487•72 IO,I79' 18 9,457'92 90I'46 n·oo 4'00 
coke f'tc. (99·6) (97" 8) (86•7) (8o·6) (7·8) (o· 2) (o· I) 

Calcutta-Patna 3,489'53 3,48I. 86 3,465"22 3,439'72 
(99' 8) (99· 3) (98· 6) 

3,402'78 
(97' 5) 

3,281' 8I 
(94'0) 

I,729'44 
(49" S) 

Textile< Ban galore- 828'94 74l"I9 724"4I 705"63 630"45 592·8o 326· 27 245"22 
Bombay (89· 4) (87"4) (85· I) (76·o) (7I"$) (39"4) (29'6) 

Bombay-Ban- 795"50 789"99 703•67 700•36 693•36 566•04 5I3·68 228•6I II9"I4 
galore (99' 3) (88•4) (88·o) (87• I) (71 • I) (64· 5) (28· 7) (15"0) 

Delhi-Kanpur . 855·46 777"96 624"37 524"34 506·62 426·I8 343"29 I3I"45 37"76 
(90'9) (73"0) .{63"4) (59"2) (49·8) (40• I) (15"3) (4"3) 

'p 

Kanpur-Delhi • I,202"20 I,n6· I2 966·68 938·83 833"77 779"53 710"20 I24'99 79"58 I6"93 
(92" 8) (80·4) (78• I) (69"4) (64"9) (59' I) (I0'4) (6· 6) (I•4) ,_. 

Iron & Steel · Bombay-Ban- I,257·88 I,251"04 I,095"09 I,o56·99 I,OI7" I6 658"92 603"09 I90·68 6o·86 t11 
t11 

galore (99" 5) (87• I) (84·0) (So· 8) (52"3) (47"9) (IS" I) (4" 8) 

Calcutta-Patna 1,693"84 1,589· 85 1,46o·oi 1,397' IO 1,387•82 396•I4 338"I3 200•I6 52"46 
(93"9) (86· 2) (82· 5) (8I • 9) (23"4) {20'0) (1I"9) (3"2) 

C<'frcn & Jute Bangalore- 981"24 979'40 888•3I 868·48 858·58 684•I5 630"94 278•87 7~"03 
!&\V Bombay (99•8) (90• 5) (88· 5) (87• 5) (69"7) (64•2) (28· 3) 7•6) 

Amritsar-De lhi I,148•33 I,II7"07 I,036• 95 967•5I 896·56 745"73 334"I5 26·I5 6•87 
(97"3) 90•3) (84•3) (78• I) (65·o) (29"2) (2"4)· (0"7) 

Delhi-Kanpur • 1,749"90 1,405•67 1,293"00 I,263'29 I,2II•I7 I,II4• 51 963•03 248"75 I50'38 
(80•3) (7 3•8) (72"4) (69'4) (63•9) (55" I) (I4• 3) (o· I) 

Foodgrains De !hi -Arnritsar 2,782"9I 2,625'96 2,021"97 I,7I9• 36 I,302· I3 431"24 229'96 7"53 
(94'36) (72" 66) (61"79) (46·8o) (I5" 51) (8•27) (0•28) 

Amritsar-Delhi 2,823• I6 2,629'32 2,I45"35 I,373'89 I,II2"52 552"04 363'75 
(93" 13) (75'99) (48·66) (39'40) (I9' 55) (I2· 88) 



APPENDIX 10 · 2-conc/d. 
....~ ~ ............... -...... --·· 

I 2 3 4 5 6 7 8 9 IO II 12 

Foodgrains(contJ.)Delhi-Kanpur . 2,890'58 2,254"04 1,002'31 621"97 55o·88 295"30 151;63 
(78·oo) (34. 70) (2I ·so) (19'00) (IO' 20) (5"2) . Kanpur-Delhi • I,4I3"70 I,238·88 x,o58·48 957"9I 794'06 450"40 7"35 
(87·6o) (74'80) (67'70) (56· Io) (31'80) (0'4) . Patna-Calcutta 4,335"09 4,03I·68 2,588• 89 1,4oo•oo 1,074"92 439·88 I94'6I 27"01 4'41 4"41 
(93"00) (59' 72) (32' 30) (24'80) (10' 15) (4"49) (o·6o) (o·o8) (o·o8) 

Bombay-Ban- 2,489'96 2,444"19 2,053' I6 1,881'74 1,701' 79 809'46 518·57 12I'47 4"4I 
galore (98·16) (82·46) (7s· s8) (68· 35) (32' 51) (20' 83) (4' 88) (o·x8) 

Provisions Bangalore- 2,093·66 2,087"04 1,959' 53 1,830"27 I,7I9' 53 1,303' 36 1,208•77 744'97 2I2"37 
Bombay (99' 7) (93' 6) (87•4) (82• I) (62•2) (57"7) (35" S) (10' I) 

Amritsar-Delhi. 2,327"17 2,300• 53 2,165"72 2,075'43 1,835"87 1,625'34 1,242'91 104"75 27'95 
(98'84) (93"05) (89· 17) (78• 88) (69•84) (S3"4I) (4· so) (I'20) ..... 

Calcutta-Patna 1,oi8·32 968•83 8s6·2o 735'60 697'44 338'22 279'05 173"52 34'0I c:.n 
0,1 

(95'14) (84·o8) (72"24) (68· 49) (33' 21) (27"40) (17"04) (3' 34) 
Fruits and Amritsar-Delhi 2,342'84 2,328•67 2,256"13 2,077'60 2,0I8•24 1,899' 81 1,666·28 9'37 Vegetables (99'40) (96• 30) (88· 6!!) (86• IS) (8I·1o) (7I. 13) (0'41) 

Ddhi-Amritsar 1,609'97 1,580· os 1,5o6· 58 1,404' 84 1,303'73 1,074'76 647'98 92"79 
(98· 14) (93' !58) (87•26) (80·98) (61\· 76) (40'25) (5' 76) 

Bangalore-Bombay 3,59I · 01 3,567•52 3,031"40 2,926'39 2,710"87 1,ou·8x 630'30 143·66 33"31 
(99"3) (84•4) (81'S) (75" S) (28•2) (17' 6) (4'0) (0"9) 

Patna-Calcutta 3,867"45 3.746'99 3,334'37 3,116• 25 3·005"35 2,030'00 x,26s· xs 732'94 65"32 4'62 
(96· 89) (86•22) (c3o· 58) (77"7I) (68•00) (32' 7I) (I8· 95) (I• 69) (o•u'; 

Delhi-Kanpur • 3,254" 91 J,212 30 1,891 88 I,238•4!! 533'16 288· 14 I3S"I7 48•16 7•68 
.(98•7) (s8·x) (38• I) (x6•4) (8·9) (4'2) (I' S) (o· 3) 

Kanpur-Delhi • 2,370"37 2,991•87 1,88!•98 x,675•42 I,II7"20 348'37 174'96 27"03 22'77 
(9I• 5) (57' 6) (SI' 3) (34'2) (10"7) (S"4) (0"9) (o· 8) 



APPENlU.A II 
A round-up of replies from some firms in India regarding the mode of 

transport employed by them 

From a perusal of the replies from some of the cc.nsutuent firms of 
the Chambers of Commerce & Indu~try in the country to whom a ques
tionnaire was issued by the Committee on Transport Policy and Coordi
nation, it seems that there has been an increasing tendency on the part 
of the majority of these firms to use road transport for despatcning their 
articles of manufacture, especially over the last 2 or 3 yean. In a fairly 
large number of cases, the proportion of the products sent by road trans
port has increased as compared with that despatched by rail. Details are
given at Annexure I to this note. 

Examples of long distance haulage by road frp.nsport 

Some of the firms despatch their products by road transport to fairly
long distances. For instance, Enfield (India), Madras, despatch motor
cycles to Ahmedabad-a distance of 1,110 miles. A few of the other ins
tances of long distance haulage are given below:-

Despatches by road 

Principal Destination Distance 
Firm commodi- (miles) 

ties 

I British India Corporation Ltd., Kanpur . Woollen 
piecegoods 

2 J.K.JJteMilh,Co.L~d.,Kln;ur. J:~~efinishe;l 
products 

3 Hi :1 i J Ha!l Lever Ltd., Bomb:1y. . Soap, Vanas
patiGhee 

4 The Dunlop Rubber Co., Ltd., Calcutta • Rubber tyres 
and tubes 

s The Bombay Dyeing and M;mufacturing Textiles 
Co., Ltd., Bombay. 

6 Voltas Ltd., Bombay. • 

7 The Bata Shoe Co., Ltd., Calcutta. 

8 Madura Mills Co., Ltd., Madurai . 

M1Chinery, 
Iron safes 
etc. 

Leather shoes 
& 

Footwear 

Cotton tex
tiles & cotton 

bales 

Bombay 840 

Bhatinda SO:> 

Agra 879 
Katni 791 

Trichinapoly 1041 
Bombay 1300 

Calcutta I30C 
Madras 850 

Srinagar 1400 
Madurai 900 

Bombay 1300 

Bombay 900 

---------------·------------- -----

157 
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Firm Principal Destination Distance 
commodities (miles) 

9 Imperial Chemical Industries (India) Paints and· 
Private Ltd., Madras. Chemicals 

Secunderabad }500 
Hyderabad 

.10 Moii Spinning and Weaving Mills, Ltd., Textiles Calcutta 900 
Modinagar. 

u Kanpur Dyeing & Cloth Printing Co., 
Kanpur. Textiles Bombay 84~ 

u Buckingham & Carnatic Co., Ltd., Madras. Textiles Bombay sso 
13 Brooke Bond (India) Private Ltd., Coimbatore. Tea Bombay Sao 

14 Premier Automobiles, Bombay. Motor;:ap Gauhati 1664 

Reasons for preference for road transport 

A number of reasons have been advanced by these firms for preferring 
road transport as compared with rail transport. These are enumerated 
below:-

1. One of the reasons is lower freight rates in the case of road trans
port as compared with rail transport. In addition, the firms save multiple 
handling and extra carting charges in the case of goods despatched by 
road as compared with the rail transport. A comparative statement of 
road and rail freight rates as furnished by some of the firms is given at 
Annexure II. 

2. Quick delivery is another attraction. Hindustan Lever Ltd., Bombay, 
for instance, have stated that in the case of exports and imports, timely 
delivery from and to ships is ensured through road transport. Besides, road 
transport enables them to reach a wide net-work of selling centres with 
the minimum of cost. The following table shows the transit time taken 
by road and rail transport in the case of some of the firms:-

Name of the Firm From To By rail By road 

Enfield (India) Ltd., Madras. Madras Poona 7 days 4 days 
-do- Bombay 7 days 4 days 

Aluminium Corporation of India, Jay Kay 4 to 
Ltd., Calcutta. Nagar. Calcutta 5 days 1 day 

(Burdwan 
District) 

Kanpur Dyeing & Cloth Printing 
Co., Ltd., Kanpur. Kanpur Bombay 10 days 4 days. 

Gorden Woodroffe & Co. (P) Ltd., 
Madras. Madras Bombay 7t0 IO 3 to4 days 

days 

~Madura Mills Co., Madurai. Madurai Madras 3 days 8 hours 
Bombay 14 days 5 days 
Bangalore 8 days 2 days 
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Name of the firm From. 

Imperial Chemcial Industries (P) 
Ltd., Madras. . · . Madras 

To By rail 

Bangalore 4 days 
Mysore 5 days 
Secundra- 6 days 
bad 

Indian Tea Association Ltd., Calcutta. Tea estates Calcutta IOto II 
days (by 
QTS) 

in Dooars, 
Darjeeling & 
Tarai District& 

By road 

I day 
~ da:ys 
3 days 

5 to 6 days. 

3. As there is not much of transhipment en-route, multiple an~ rough 
handling is avoided. This minimises the chances of damage and pilferage. 
There have been very few cases of loss or misdel~very of consignments in 
the case of road transport organisations. 

4. Thorough and expensive packing is not required. 

5. Goods are picked up from factory premises and delivered at the 
gtJdown at the destination. This eliminates handling charges. 

G. Goods are carried at the risk of the carriers and in case of loss or 
damage, the claims are settled promptly. 

7. As the lorries are generally available at a few hours notice, goods 
are not required to be stored at the factory for long. The storing space 
re<Juired is, therefore, not much. 

8. Even "smalls" can be sent daily and easily by road parcel service, 
while the railways have to wait till the wagon load is available. 

9. Free storage is allowed at the destination by carriers for a certain 
period and hence no demurrage ~as to be paid. 

10. Booking by road transport is available for· all stations throughout 
the week. 

II. Railway connections are not provided to all places where stockists 
are appointed and, therefore, road transport is the only mode of transport 
available. Moreover, as the whole quota of wagons indented is not al
ways available, it has to be supplemented by road transport. Besides, 
the rural demand can be easily and quickly met by road transport 

12. There are no restrictions on loading time as in the case of wagons. 

13. Road transport operators value their customers and the services are 
offered to suit their need and convenience. 

14. One of the firms has stated "the corruption in railway sheds, caus
ing unnecessary harassment. has no place in road transport." 

Details of arrangements with road transport undertakings 

A number of companies have entered into contract with one or more 
transport organisations for the movement of their preducts by road. Some 
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of the more important terms of their contract are given below:-

. I_. The ch~ges are paid on the basis of actual weight and not on the· 
mmimum weight. In the case of Enfield India, for instance, they pay 
only for_ 2_ maunds and 30 seers per motor cycle,. while the railways charge
for _a mmimum of 4 ~aun~s. I? the case of Aluminium Corporation ol 
Indi~, Calcutta,. the freight ~s paid for the actual weight of goods, i.e., ex
cludmg_ the w~Ight _of p~ckmg etc. In another case (Imperial Chemical 
Ind_ustnes) freight 1s pa1.d for the weight actually received at the desti
natiOn. 

2. The contract is for a specified period and is terminable on notice 
from either side. 

3. In som~ cases (~.g., .cement Marketing Co.,) the carriers have to· 
ke~p a secunty deposit w1th the concern. In certain other cases (e.g., 
Hmdustan Lever) the contractor is to furnish a banker's guarantee for 
the va~ue of goods as security. 

4. In certain cases the area of operation is defined: 

5. The contractor is responsible for all risks in respect of loss, fire,. 
accident, pilferage, damage etc., for the goods in transit. Carriers are· 
required to insure goods against all risks in some cases. 

6. In some of the cases, the freight rates are periodically revised and 
fixed by calling tenders. 

7. The requisite number of lorries has to be made available as soon 
as required. In the case of a firm (Hindustan Lever) demand for full truck 
loads has to be met within 24 hours and for 'smalls' within 48 hours. In 
the case of a firm (D.C.M., Delhi), the required number of truck:; has to 
be provided at a fixed rate throughout the year. In the case of Bengal 
Paper Mills, with an advance notice of 24 hours, a transport operator is. 
required to provide a m~imum of 6 lorries in a day and in the event of 
a failure to do so, he is to pay a penalty of Rs. 25 per truck per day. 

8. In certain cases (for example, · Bata Shoe Co.,) carriers have to
inform telegraphically of the safe arrival of the goods. Full compensa· 
tion is required to be paid for loss etc., in transit. 

9. Goods have to be delivered at destination within a specified time
limit. 

I 0. No demurrage is paid· till the expiry of the period after the arrival 
of goods at destination. 

Suggestions for improvement of road transport services 
Generally speaking, the firms consider the service provided by road 

transport as satisfactory. Their suggestions to improve road transport are
given below:-

1. The trucking industry should be organised into well-knit units
The transport companies should organise themselves into regional syndi
cates. They should_also establish Claims Departments of their o~n to 
expedite settlement of claims. They should also have more offices m tht> 
regions of South India and Assam. 

2. There should be free long distance and inter-State operations of 
the trucks. The permits should be issued liberally. 
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3. Roads and road conditions should be improved. Provision should 
·l>e made for all-weather roads, and strengthened pucca bridges. The 
··electric wires on the roads should be fixed high enough and narrow cross
·ings should be done away with. New bridges should replace seasonal 
·'ferry sen-ices, slowly and gradually. 

4. Rules relating to Government taxes should be simplified. Double 
~axation and other such measures that enhance the operational costs should 
be avoided. All matters relating to licences should be dealt with by the 
State of origin of the owner of a vehicle. 

5. The rates should be reduced to a reasonable limit i.e., to the level 
.of goods train freight rates. 

6. Road transport should expand its carrying capacity and the use ol 
·trailers should be popularised. Load limits should be standardized so as 
to avoid over-loading. 

7. An adequate supply of spare parts, tyres and other accessories should 
be made available at reasonable prices. 

8. Surcharge Qn diesel should be removed and prices of vehicles should 
:be brought down to 1952-53 level. 

9. Octroi rules should be reviewed and regularised so as to avoid un
rnecessary delays. 

10. The licensing rules should also make room for modifications like 
allowing goods on a single trip permit. 

II. Harassment and annoyan~ caused by the customs and inter-State 
checking staff should be eliminated in so far as these hinder quick 
,deliveries. 

The cases of preference for railways and suggestions for improvement of 
the railway service. 

The firms generally prefer railways for the transport of their goodt 
over long di!;tances and when the goods are bulky and also in cases where 
the time is not an important factor. The distances beyond which they 
would like to send goods by railways vary from firm to firm. Various limits 
have been mentioned for the distances over which they would like to 
despatch goods by rail; as for example, 120 miles, 200 miles, 500 miles and 
600 miles. In some cases firms have mentioned that they would like to 
send their goods by rail to long distances only if the improvements sug
gested by them have been effected. Some of the suggestions made by the 
firms for the improvement of the railway service are given below:-

1. There should be quick delivery. In the case of an undue delay, 
the freight <·harges should be refunded to the users of railway service. 
The railway rates should be brought down especially in the case ot 
parcel service. 

2. Consignments should be handled with care at transhipment poinb. 
Transit thefts should be altogether avoided. Loading and unloading 
should be mechanised through cranes at transhipment points to avoid 
delays. 

3. There should be regularity in allotment of wagons. 
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4. Closed 'Wagons should have larger access doors to admit bigget
crates. 

5. The container service on the lines of the British Railways which 
can be attached · both to fiat-topped rail wagotts and road trailers or 
lorries should be introduced so as to provide facilities of door-to-door 
service. 

6. The mm1mum load limit of· 250 maunds for the 4-wheeler wagon 
should be waived off so as to enable easier booking of smaller consign· 
ments. 

7. Packing conditions should not be rigid and costly. Sometimes pack· 
ing may be costlier than the material itself and the freight might have to 
be paid according to the class-rate on packing also. 

8. Loading and unloading time allotted should be enhanced to 6 hours 
from 5 _hours as at present. 

9. Early settlement of claims should be ensured. 

I 0. Storage facilities should be provided for longer periods. 

11. Quick Transit Service should be provided at as many stations
as possible. Besides, express services should also be run. 

12. ·wagons should be redesigned so that they can be utilised both. 
on broad gauge and metre gauge. 

13. Refrigeration facilities should also be provided by the railways

H. The railways should provide facilities for payment of railway· 
frei£ht once in a month by big concerns or at least by those who have large-: 
busines-s with the railways. 
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APPENDIX u-(contd.) 

Annexure /-Statement showing the extent to which railways, road transport and oth1r 
means of transport are used by the commercial firms 

1. Enfield India Ltd., Madras. The ratio of rail despatches to road in 1958 was about 
8 : I and in 1959 5 : I 

2. Cement Marketing Co. 
of India (P) Ltd., Bombay. 

3. Aluminium Corporation of 
India Ltd., Calcutta. 

1957 

1959 

4. Cawnpore Dyeing & 
Cloth Printing Co. Ltd., Kanpur. 

s. British India Corporation 
Ltd., Kanpur. 

1957 

1958 

1959 

1957 

August to July 

1956-57 

1957-58 • 

By Rail By Road 
(in tons) 

26,99,166 1,38,610 

(95·2%) (4·8%) 

28,14,535 2,31,643 

(92•4%) (7·6%) 

27,74,090 3>59,399 

(88·6%) (11·4%) 

By Rail By Road 
(in tons) 

326 599 
(35·2%) (64·8%) 

395 784-
(33·5%) (66·5%) 

772 56:> 
. (57·8%) (42·2%) 

By Rail By Road 
(in maunds) 

13,729 nominal 

10,62I Do. 

9,227 4,643 

(66·5%) (33·5%) 

By Rail By Road 
(in maunds) 

17,365 10,464-
(62·3%) (37'7~~) 

15,687 15,463-
(51'4%) (48·6%) 

14,713 14,470 
(51· S%) (48· s%) 
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APPENDIX n-(contd.) 

----------------------------------------------------
6. Buckingham and Carnatk: 

Co. Ltd., Madras. 

1· Brooke Bond India 
(P) Ltd., Coimbatore. 

S. Parry & Co. Ltd., Ferti
lizers Department, Madras. 

9· India Cement Ltd., 
Madras. 

JulY 1959 

August 1959 

September 1959 

October 1959 . 

1957 

1959 (ten months) 

1957 

1959 

1957 

1959 

By Rail By Road 
(in tons) 

504 
(97%) 

665 
(85"3%) 

458 
(79"7%) 

330 
(75"2%) 

16 
(3%) 

115 
(14"7%) 

II7 
(20"3%) 

109 
(24·8%) 

By Rail By Road 
(in tons) 

xso 
(2•1%) 

192 
(1"3%) 

128 
( 1"4%) 

8,790 
(97"9%) 

10,:0\24 
(98·7%) 

9,284 
(98·6%) 

By Rail By Road 
(in tons) 

60,000 29,000 
(67·5%) (32"5%) 

67.700 34,000 
(66·6%) (33"4%) 

72,400 36,000 
(66·8'%) (33"2%) 

By Rail By Road 
(in tons) 

1,91,847 19,414 
(90·8%) ( 9"2%) 

2,22,712 16,385 
(93"1~~) ( 6·9~~) 

2,04,756 29,664 
(87·3%) (12"7~~) 
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10. Imperial Chemical In
dustries (P) Ltd., Madras. 

II. Indian Oxygen Ltd., 
Kanpur. 

12. Tata Iron & Steel 
Co., Ltd., Bombay. 

13. Hindustan Lever Ltd., 
Bombay. 

14. Smith Stanistreet and Co. 
Ltd. , Calcutta. 

Mainly despatches of Paint are made by road ; other 
products are sent by road in urgent cases only. 
Despatches by rail and road in terms of freight paid 
during the year October, 1958-September 1959 
are indicated below : 

19.57-.58 

1958-59 

By Rail 
Rs. 4,oo,ooo 

(86·8%) 

By Road 
Rs.61,ooo 

(13'2%) 

By Rail By Road 
(in tons) 

3.759 
(8o·5%) 

4·540 
(76·1%) 

3,269 
(46·9%) 

915 
(19'5%) 

1>424 
(23"9%) 

3,705 
(53• I%) 

Despatches by road are made only within Jamshedpur and 
total 3,000 to 4,000 tons a month. Despatches by rail 
in the last three years were as follows : 

1957 
1958 
I959 

I957 
9'77 

(in lakh tons) 

I9J9 
u·5o 

By Rail By Road By Steamer 
(Percentage of total traffic) 

58 39 3% 
~ 51 4% 
46 50 4% 

In 1957, almost nothing was sent by road. Desratches 
in last two years were as une1u : 

1958 

1959 
(ten months) 

By Rail By Road 
(in tons) 

374 
(59'18%) 

236 
(37•6%) 

258 
(40•82%) 

393 
(62·4%) 

------------------------.-------
15. Bata Shoe Co. Ltd .• 

Calcut~ 

1957 

1959 
{nine months) 

By Rail By Road 
(in tl)nS) 

8,148 
(63·8%) 

8,63£ 
(63·3%) 

5,908 
{51•1%) 

5,oss 
(36·7%) 

5,651 
(48"9%) 
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16. Bengal Paper Mill Co. Ltd., 
Calcutta. 

17. D.C.M. Chemical Works, 
Ltd., Delhi. 

18. A. & J. Main & Co. Ltd., 
Calcutta. 

19. Martin Bum Ltd., Calcutta. 

1956 

1957 

1958 

1956-57 

1957-58 • 

1958-59 

1957 

1958 

1959 
(II months) 

By Rail 

By Rail ByRoa4 
(in tons) 

10,490 2,16o 
(83%) (17%) 
8,900 3,610 

(71. 2"'/o) (28·8%) 
9,760 4.690 

(67·6%) (32'4%) 

By Rail By Road 
(in tons) 

3,900 18,600 
(17'4%) (82·6%) 

3,700 18,6oo 
(16·6%) (83. 4"/o) 

N.A. 19,700 

By Rail By Road 
(in tons) 

2,284 357 
(86·5%) (13'5%) 

751 694 
(52%) (48·o%) 

610 1,466 

(29'4%) (70.:.6%) 

ByRoad By Stumer 
or Steamer-

(in tons) cum-rail 

:ao. Indian Engineering Asso
ciation, Calcutta. 

1956 

1957 

1958 . 

1957 

1959 
(nine months) 

1,092 
(66·s%> 

1,079 
(53'6%) 

813 
(46·1%) 

437 Il3 
(26·6%) (6·9%) 

721 :no 
(3s·8%) (10·6%) 

338 6n 
(19'1%) (34·8%) 

By Rail By Road 
(in tons) 

156 so 
(75'7%) (24'3%) 

174 
(92%) 

IO 

(19'7%) 

15 
(8%) 

41 
(80·3%) 
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-~1. Burn & Co., Ltd., Calcutta. 
By Rail By Roar! 

(in tons) 
(a) Despatches from Raniganj 

1956 22,3bl 2,768 
(71"4%) (28·6%) 

1957 20,021 6,149 
(76·s%> (23"5%) 

1958 23,090 6,724 
(77·5%) (22"5%) 

(b) Despatches from D11rgapur 

1956 5,214 101 
(98!% ) (2%) 

1957 7.564 479 
(94%) (6%) 

1958 7,529 
(95'1%) 

383 
(4'9%) 

(c) Despatches from Ondal 

1956 3,507 221 
(94'0%) (6%) 

1957 3,698 825 
(81 "7%) (18·3% 

1958 1,766 2,018 

•.·· 
(46•7%) (53"3% 

(d) Despatches from Gulfurbari 

1956 25,572 2,175 
(92·1%) (7'9%) 

1957 21,072 2,525 
(89·2%) (xo·8%) 

1958 25,609 2,363 
(91 ·5%) (8·5%) 

:..22. Becker Gray and Co. Ltd., By Rail By Road 
Calcutta. ~in tons) 

1957 7,081 
(xoo%) 

1958 3.767 2,190 
(63·3%) (36•7%) 

1959 3,642 4,027 
(47"5%) (52·5~) 

..23. Indian Copper Corpora- By Rail !Jy Road 
tion Ltd., Ghatsila, (in tons) 
Bihar. 

1956 9,783 2 
(99. 98f'/o) (0"02%) 

1957 10,297 4 
(99'96%) (0•04%) 

1958 10,961 5 
(99"95%) (c·o5%) 
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24- Bridge Roof & Co. (India) By Rail ByRoad 
Ltd., Calcutta. (in tons) 

I957 6,885 645 
(9I"4%) (8·6%). 

1958 3,I08 I,o88 
(74" I%) (25"9%) 

I959 2,IOO I,594-
(56·9%) (43" I%) 

25. Diamond Products Ltd., By Rail J3y Road. 
Calcutta. (m tons) 

I957 200 
(too%) 

I958 200 30 
(86·9%) (13"I%) 

I959 200 70 
(74" I%) (25"9%) 

26. Brooke Bond India Ltd., By Rail By Road 
Calcutta. (in tons' 

I956 3,200* 2,900* 
(42"4%) (47·6%) 

I959 3,555* 
(48·4%) 

3,8oo* 
(SI·6%) 

27. Elgin Mills, Ltd., Kanpur. By Rail By Road. 

(a) Export Goods 
(in tons) 

October to September 

I956-57 2,I20 4 
(99·8%) (0·2%) 

1957-58 I,I78 
(Ioo%) 

1958-59 324 95~ 
(25"4%) (74-6%) 

(b) Local Sales 
October to September 

I956-57 2,125 2 

(99"9%) (o· I%) 

1957-58 2,270 8 
(99·6%) (0·4%) 

1958-59 2,274 382. 
(8s·6%J (14"4%) 

28. Madura Mills Co. Ltd., By Rail ByRoad By Sea 
Madurai. (in bales) 

1956 17,968 69,800 47,457 
(51·6%) (13'2%) (35"2%) 

I957 15,974 s6,330 62,920 
(II· 8%) (41·6%) (46·6%)· 

1958 16,857 56,871 95,937 
(9·9%) (33'S%) (56·6%} 

*Average monthly despatches. 
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29- Glaxo (India) Private, Ltd. By Rail By Road 
Bombay. (in tons) 

Bombay to Madras 

July to June 

1956-57 1,237 489 
(71•6%) (28·4%} 

1957-58 254 1,061 
(19'4%) (80·6-%)-

1958-59 291 1,391 
(17'3%) (82•7%)· 

Bombay to Vijaywada 
July to June 
1956-57 8 213: 

(0·6%) (99"4%)· 
1957-58 9 541 

(o·6%) (99'4%) 
1958-59 S69· 

(100%)• 

Bombay to Delhi 
July to June 

1956-57 531 
•.·" (100%) 

1957-58 699 156· 
(81·7%) (18· 3%}· 

1958-59 485 648 
(42·8%) (57•2%) .. 

Bombay to Calcutta 
July to June 

1956-57 2,331 
(100%) 

1957-58 2,390 
(100%) 

1958-59 1,771 347-
(83· 6%) (16•4%)· 

-·---· 
By Rail ByRoad 

30· Carona Sahu Co., Ltd., (in maunds) 
Bombay 1957 43,836 I,4IS. 

(96·8%) (3·2%)· 
1958 e 40,837 5,461 

(88·3%) (11·7%) 
1959 (upto 3,988 10,210-
Oct. only) (28%) (72%) 



170 

APPENDIX n-(contd) 

-By Rc.il By Road 

Kothari Textile Wlls, 
(in tons) 

31. 
Ltd., Singanallur 1957 8:z:z 365 

(69·2%) (30·8%) 
1958 536 750 

(41·6%) (58·4%) 
1959 4II 738 

(35·7%) (64·3%) 

By Rail By Road 

The Tungabhadra Indus-
October to September (in tons) 

:32. 
tries Ltd., Kurnool 1956-57 147 2,420 

(5·8%) (94·2%) 
1957-58 210 2,893 

(6·8%) (93·2%) 
1958-59 528 2,6o7 

(16·8%) (83·2%) 

By Rail ByRoad 
(in tons) 

33· Bhopal Sugar Works, Ltd., (a) Sugar 
Sehore (M.P.) 1956-57 • 2o6 8,481 

(2·4%) (97·6%) 
1957-58 1,037 9,398 

(10%) (90%) 

1958-59 762 7,782 
(9·3%) (907%) 

(b) Molasses 
1956-57 799 2,959 

(21·6%) (78·4%) 

1957-58 1,638 3,790 
(30·2%) (69·8%) 

1958-59 1,633 1,709 
(48·8%) (51·2%) 

By Rail By Road 
(in tons) 

[34· Vasantha Mills Ltd., 
Singanallur 1956 7,588 4,483 

(62·8%) (37·2%) 

1957 4,927 5,050 
(49•4%) (50·6%) 

1958 1,591 8,141 
(16·4%) (83·6%) 

By Rail By Road 
(in tons) 

"35· Swadeshi Cotton Mills 
Ltd., Kanpur. 1957 5,826 769 

(88·4%) (II· 6%) 

1958 4,781 3,316 
(59·5%) (40·5%) 

1959 1,952 
(40·4%) 

2,884 
(59·6%) 
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Annexuro! I I-A comparative statement* of road and rail freight raUs 
between certain centres of trade 

Nlll'Ile of the Firm From To By rail By road Unit of 
freight rate 

Rs. Rs. 
I. Enfu:ld India Ltd., M1dras M1dras Bangalore 22'30 18·oo Per vehicle 

2. Aluminium Corporation of J aykaynagar Howrah z8·1o 24"00 Per ton 
India, Ltd., Calcutta 

J. British India Corporation, 
Per rod. Ltd., Kanpur . Dhariwal Bombay 16·oo S·oo 

Dhariwal Calcutta 16·oo 8·oo do 
4· Madura Mills Co., Ltd., 

Madurai Madurai Madras 10·50 5'75 Per bale 

Madurai Bangalore 12'71 7'00 do 
5· Premier Automobiles Ltd., 

Bombay Bombay Dellii 6•27 6·00 Per rod. 

Bombay Calcutta 8·50 8·25 do 

Bombay Bangalore 5•57 4•50 do 

Bombay Madurai 7'71 6·00 do 

Bombay Nagpur 4•48 4'00 do 
6. ].K. Jute Mills, Co., Ltd., 

Kanpur . .Ka.Q.~ur Lakhimpur 0·93 o·88 do 

1· Bengal Paper Mills Co. Ltd., 
Calcutta 

Raniganj Calcutta 20•00 21•00 Per ton 

8. D.C.M. Chemical Works, Dellii Panipat o·s6 o·54 Permd. 
Dellii 

Dellii Kamal 0·69 o·61 do 

Dellii Abohar 1·60 I· IO' do 

Dellii Ferozepur 1·66 1·01 do 

Dellii Ludhiana 1•39 0·88 do 

Dellii Hissar 1'29 o·82 do 

Dellii Kotah 1•79 0•73 do 

Dellii Ajmer 1·48 0·62 do 

Dellii Jaipur 1'19 0"54 do 
'9· Gordon Woodroffe & Co., Ltd., 

Madras Madras Bombay u·oo 6·25 Pcrmd. 

Madras Bangalore I·69 1'35 do 

10, Buckingham and Carnatic Co., 
Ltd., Madras 

Madras Trichy I·63 x·5o Per rod. 

Madras Tuticorin 2.•81 2.•75 -do-

*In addition to the lewer freights by road, the concerns also save multiple handling and 
·extra carting charges i.e., about ao nP per maund. 
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Statement showing trends in low and high rated traffic on Government Railways 

(Figures in brackets. represent percentage of total traffic or earnings) 

Sl. Tons Originating (in thousands) Earnings (Rs. in thousands) 
No. Commodity Classification 

1958-59 1955·56 1956-57 1957-58 1958-59 1955-56 1956-57 1957·58 

I 2 3 4 5 6 7 8 9 10 II 

I-Trends in low-rated commodities* 
3,90,II5 t. Coal for public Special 22,335 23,395 24,422 26,938 2,14,516 2,61,165 3,30,513 

2. Marble 55-B (b) (b) 243 43 (b) (b) 2,7II 930 

Lime Stone tb) tb) 21,036 :z8,:z68 ..... 
3· 32·5-A (b) (b) 2,474 2,949 -:1 

t-:l 

4· Gypsum • .• 32·5-A (b) (b) 1,078 943 \b) (b) !8,272 :z:z,6o6 

J. Other Stones . 32·5-A 5,9TO 6,761 4,661 4·773 54,177 69,594 40,230 49,185 

6. M11nganese Ore. 40-A 1,378 1,647 r,6:zo 974 22,480 :z6,305 34,228 22,733 

1· Iron Ore . 32·5-A (c) (c) 5,034 s,su (c) (c) 51,873 62,505 

8. Other Ores 40-A 4·373 4,630 317 295 36,391 43,813 6,472 6,1 IS 

9· Cement 37·5-A 3.959 4,291 5f077 5,012 58,904 62,978 74,033 81,072 

10, Manure Organic :z:z·s-A 803 961 255 248 14,201 x6,o18 3,411 4.337 

n. Ma;1ure Chemicals 32·5-A (x) (x) 985 1,040 (x) (x) 21,711 26,015 

u. Salt 35-A 1,858 1,715 1,88o 1,781 36,562 35,898 45.335 50,174 

13· Rice (in husk) ~o-A 691 783 581 ~F I01II6 JI18~8 8~389 ?12?0 



14. Gram and Pulses 30-A 2,701 2,6.H J,o6_5 2,571 6-4.470 s6,4s6 71!,374 1o,9s? 

IS- Rice (n.H in husk) 30-A 2,658 2,799 l,768 l,817 47·5 17 46,8oi 53·778 56,716 

10. Gram Flour 35-A @ @ 43 37 @ ((!}, 1,401 1,359 

17. Wheat 30-A ,1,361 1,655 l,751 3·957 l7,826 40,969 63,803 89,l7S 

18. Wi:leat Flour 3S-A 188 l18 239 19l 5.433 5·547 6,o:z8 4,810 

19. Jowar & Bajra 30-A 703 662 653 807 1-4,057 ll,157 13,237 16,169 

lO. Fruits & Vegetables 40-A 4·258 4·513 8u 676 28,258 33,855 23,442 21,387 

l1. Sugarcane 35-A @@ @@ 3.324 :z,627 @@ @@ 12,~16 8,071 

l2. Sand 32·5-A 65o* .. 700*** 7S6 7~0 4,89s••• 5.271**• s.697 6,977 

23. Charcoal 30-A (d) (d) 395 407 (d) (d) 4·947 6,960 

24· Other Fuels 40-A 1,614 'ri,633 1,270 1,266 15,627 17,002 11,377 12,474 .... 
~ 

2S. WooJ-Unwrought, Bamboo 40-A (e) (e) 490 496 (e) (e) 7.388 8,S13 
w 

26. W<>oJ-Unwro·Jght, others 37·5-A 1,848 2,143 1,976 1,985 32,782 39,88l 40,477 44·946 

l7· Bones u·s-A 10J*** us••• 128 145 l,307**"' l,6.53"'*"' l,954 3·434 

ToT AL-l 57.388 61,266 67,306 69.778 6,90,519 7,88,209 9.83,633 u.os,393 
(Low-rated) 

--------------------------------~----------- ----
(63·2) (63. 2) (66·9) (6R · 7) (39'1) (W·6) (43. 7) (46 •7) 
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2 3 4 5 6 7 8 9 IO II 

II-Trends in higl1-rated commodities (n) 

28. Other grains 57· 5-B 743 923 975 1,027 13,7C6 14,139 18,917 21,631 

29. Groundnuts 45-A 0/ % 337 /0 3-B Ol 
/o % 8,766 10,247 

30. Other Oil Seeds 45-A 1,766 1,642 1,304 1,154 39,597 39,803 37,107 37,212 

31. Cotton raw (pressed) . 92 · s-n 710 661 630 '490 37,282 36,075 39,829 36,629 

32- Cotton raw (unpressed) 145-ll 30 42 so 51 1,283 1,684 2,227 2,735 

33- Fodder 52. 5-B 1,545 1,474 1,528 1,492 .20,583 20,677 23,055 23,931 
. .,.. 

34· Jute raw (pressed) 70-ll ...... ...... 68o 720 ...... ... ... 19,852 2 .. J,033 ..:I .. 
35· Jute raw (unpressed) 85-B 512 720 9 8 14,121 17,348 517 290 

36. Tobacco (unmanufactured) 92. 5-B 266 240 129 130 12,359 II,657 7>553 9,287 

37· Livestock Special 247 233 262 206 •19,597 20,146 22,008 23,270 

38. Hides & Skins 70-B 156 147 86 90 7,288 7,66o 5>344 5>474 

39· Mica 92 · 5-B (a) (a) 13 12 (a) (a) 316 442 

40. Fuel Oil 57· 5-B 1,243 1,321 1,188 1,394 40,359 41;276 38,o68 .p,732 

41. Kerosene (in bulk) 57'5-ll 756 917 1,057 1,262 26,422 JI,ll2 34,66o 40,271 

42. Kerosene (in tins) 57"5-ll 571 569 457 -P7 17,827 17,J71 q,021 13,633 

43· Petrol (in bulk) . I 10-ll 646 7ll 699 638 39,154 36,o68 37,413 36,526 

H· Petrol (in tins~ uo-B 108 101 84 104 4,203 3,068 3,116 6!1)t 



45· Other ~lineral Oils 57·5-B (m) (m) 356 334 (m) (m) 12,.p3 12,377 

46. Lac, refined 9z· s-N 4 s 4 4 159 181 152 198 

·47· Lac, unrefined . 6s-B Il 13 17 14 549 502 682 693 

48. Bidi leaves 100-B (a) (a) 145 ,q8 (a) (a) 10,88~ ll,1S4 

49· Sugar 6s-n 1336 1,536 I,S IS 1,383 38,219 46,156 60,177 55.732 

so. Khamhari Sugar 6s-n 66 87 93 79 1,599 2,142 2,321 1,897 

51. Gur, Jaggery etc. 42· s-A 720 7.59 640 686 18,8o6 1.3,973 21,056 22,810 

52. Molasses etc. 42· s-B 310 307 350 408 3>726 3.977 s,303 6,578 

53· Cotton manufactured 92·5-B 548 482 48-!- 430 38,052 34.533 41,742 45·57.5 .... 
-.) 
tTl 

54· Jute manufaGtured (Gunnies) ss-n 261 244 239 206 12,718. 11,234 14,199 q,299 

55· Other manufactures 92'5-B 29 26 20 55 1,552 1,ss6 1,321 2,444 

S~· Ground nut Oil 6s-n 391 322 360 356 15,441 13,670 11·5ll 18,296 

57· Mustard Oil 6s-n 109 102 86 81 4,585 3,507 3.643 3.599 

ss. Other Oils : Hydrog~nated 92·5-B 264 248 97 81 10,742 1o,o66 4·996 4·644 

59· Other Oils~ Non-hydro- 65 to 
gena ted 170-B (f) ('f) 164 143 (f) (f) 7,226 6,851 

6o. Cement manufactured pro-
du•·ts 65-B (g) (g) 151 221 (g) (g) 4,612 6,938 



APiiENfiiX b-(tontd., 
..... ~ 

1 2 3 4 5 6 7 8 9 IO 11 

61 Iron & Steel Division-A 75-B (h) (h) 91 67 (h) (h) 5,788 4,821 

62 Iron & Steel Division-B 65-B (h) (h) 2,603 2,945 (h) (h) 99.522 122,159 

63 Irort & Steel Division-C 55-B (h) (h) 185 349 (h) (h) 6,5u 10,317 

64 Pig Iron • 40-A (h) (h) 305 334 (h) (h) 6,II9 7,651 

65 Iron & Steel (wrought) 92·5-B 3,655 4,237 1,678 1,899 1,26,361 1,51,318 68,414 78,706 

66 Glassware 145-B to 92 107 II8 128 4·385 5,213 7,,po 18,832 
165-B 

= 67 Paper 85-B 256 267 306 364 10,594 11,202 16,142 19,715 • 
68 Tea 105-B 258 274 297 285 q,so6 15,119 20,847 20,946 

69 Tobacco, manufactured 100-B (i) (i) 87 90 (i) (i) 7·094 7,45 I 

70 Non-ferrous Metal, Alumi-
nium 92·5-B to (a) (a) 41 42 (a) (a) 2,519 2,695 

135-B 

71 Non-ferrous Metals, do. (a) (a) 170 173 (a) (a) 8,899 10,239 Others 
72 Leather & Leather manu-

factures 120-B (j) (j) 26 31 (J) (j) 2,198 2,753 

73 Provisions 881 759 663 656 36,423 33.470 35,128 35.523 

74 Other Commodities 14,331@@@ 15,651@@@ n,6zz 9.493 4,30,872@@@ So4I,563@@@ 4o3I,047 J,so,s3s 



75 Military traffic 

TOTAL-II 

(High-rated) 

GRAND TOTAL 

@ 
@@ 
% 
•• 
(a) 

••• 
(b) 
(m) 
(e) 
(f) 
(g) 
(h) 
(i) 
(j) 

(x) 

@@@ 
(n) 

530 581 

35.708 33,257 

(36°8) (36°8) 

Included under •gram and pulses.' 
Included under •fruits and vegetables'. 
Included under 'other--oilseeds'. 
Included under_'jute raw (unpressed)' . 
Included under •other commodities'. 
Estimated . 
Included under •other stones'. 
Included under 'fuel oil'. 

(33 ° I) 

Included under 'wood unwrought, others'. 
Included under •other oils-hydrogenated'. 
Included under 'cement'. 
Included under •iron and steel wrought'. 
Included under 'tobacco unmanufactured'. 
Included under 'hides & skins'. 
Included under 'manure organic'. 
After deducting the estimated traffic. 

730 28,379 

(3 I o 3) (53 '3) 

I,01,541 17,66,550 20,05,385 22,50,637 23,62,0II 

The high-rat•d commodities are those which are above 40 per cent of scale-A under the Revised Freight 
Structure introduced on the Indian Railways from October I, 1958. 

•The low-rated commodities are those covered upto 40 percent of scale-A urider the Revised Freight Structure 
introduced on the Indian Railways from October I, 1958. 
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Recent trends ;, the distribution of rail trafftc between principal comm:dities 

(in 'ooo tons) 

• 
I95o-.5I 19.55-56 1958-59 195~-61 1965-66 

@ @ 

I 2 3 4 5 6 

I. Coal 30,423 35,337 42,554 49,847 89,20~ 

(33' 3) (3I'0) (31·6) (32'02) (37•76) 

2. Cement ·. 2>43~ 3,956 s,ou 6,752 11,o5o 

(2'7) (3'5) (3•7) (4'34) (4·68) 

3. Iron & other Ores . 3,007 4>373 5,9I6 I0,489 30,825 

(3'3) (8·9) (4'4) (6•74) (13"05) 

4· Grains 7,68~ 9,044 u,619 11,298 14,651 

(8·4) (7'9) (8·6) (7•26) (6·20) 

S· Salt I,55I I,8s8 I,799 2,313 2,750 

(1'7) (I·6) (I.4) (I'49) (I• I6) 

6. Manganese ores 867 1,378 I,087 x,6.8o 2,8so 
(I ·o) ~I "2) (0.8) (I .o8) (I '2I) 

TOTAL-{I-6) 45>964 55.947 67,887 82,379 I,5I,326 

(50'4) (49' I) (so· 5) (52'93) (64·06) 

All Other Commodities . 45,146 58,099 66,767 73,262 8.MI5 

(49'6) (50'9) (49· S) (47'07) (35'94) 

GRAND TOTAL 9I,UO II4,046 134.754 155,641 2,36,241 

(xoo·o) (1oo·o) (Ioo·o) (xoo·o) (100'0) 

Non.-Figures in brackets indicate percentage of total traffic for the year. 

@ Estimated figures on the basis of production targets. 
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Statmml •lwwint afJerage earnings p,. ton miu of 'CJarious eommoditi~r 
earried by railwczys 

1959-6o (Provisional) 

Broad Gauge Metre Gauge 
Sl. Commodity Classifi-

No. cation Rate per Average Rate per Average 
ton mile lead ton mile lead 

I 3 4 s 6 7 

Rs. nP. Mile Rs. nP. Mile 

I. Coal Special scale 3'3'* 35~ 3'35* 214 

2, Grains . 30A• 4•66* 480 5'03* 260 

3· Iron Ore . 32·5A 7'52 134 S'7I* 305 

4· Other Ores . 32·'A 6•42 291 7•62* 19~ 

s. Lime stone and Stone 
.N.O.C. as Marble & Stone 32' SA s·8o 199 6·1o* 141 

6. SaltNOC • . 35A 5·09* 405 5'31* 34S 

1· Cement • • • 37•5A 7'37 224 7'59* 17& 

8. Timber NOC as wood un-
wrought . 37•5A 6·3~ P9 7'65* 198 

9· Fruits and vegetables, fresh 40A ,S•6I 563 7'20* ~0 

10. Manganese Ore . . 40A 7'26 300 6·8o* 19~ 

II, Oil Seeds NOC . . 45A 6·95 381 7'74* ~01 

12, Oil fuel . 57·5B 9•66 300 1o·oo 291 

I3e Kerosene oil . 57•5B 9•68 337 9'6o 273 

14. Other mineral oils 57•5B 9"99 4II 9'91 341 

IS. Cement manufactured pro-
ducts 6oB 9'83 351 10•1 207 

16. Sugar 6sB Io·s 366 8•91* 239 

17. Iron & Steel wrought . 6'B 9'53 438 10•8 ~48 

18. Vegetable oils 65B 9'42 527 Il'2 439 

19. Jute raw, pressed and un-
pressed 70B 14'7 2o6 13'3 101 

179 
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I 2 3 4 5 6 7 

Rs.nP. Mile Rs. nP. Mile 

20. Cotton raw, pressed etc. 92•5B lj'O 390 14'4 213 

21. Cotton manufactured IOOB 15'3 68S 17'9 256 

22. Petrol • • . noB 17'1 329 15'1 414 

23. Other revenue earning 
commodities 7'07 493 8·88• 171 

24. All revenue earning com-
7~38• modi ties 5'92 36j 2l4 

•In the case of each of these commodities the average earning per ton mile is Jess 
than the average cost of haulage per ton mile for all commodities taken together. 



APPENDIX l!S 

Statement showing thl ao~rag1 rat1 chargld by th1 G()f}lrntnlnt ra1'lways, av~rag1 cost per 
mzployu and index of whoksal1 pricu 

Year 

1938-39 

1955-56 

l9.)9-6C 

Average 
rate per 
ton mile 

(Pies) 

s·So 

II•IO 

II"70 

Average 
rate per 
passenger 
mile 

(Pies) 

3"II 

5"34 

5"30 

Average 
cost 
per 

employee 

(Rs.) 

54~ 

MiS 

I,66o 

181 

Coal 

IOO 

Index of Wholesale Pricee 

Iron 
& 

Steel 

100 

319 

374 

Tim-
Cement ber 

IOO 100 

417 

Overall 
(all 

cornmo-
dJties) 

IOO 



APPENDIX J6 

Statnnmt sllorJJing capital-at-charge, 1armtWJ and fiJOf'kint e:epm111 on GOtJ"""'"'' Rail•ay~.-

(Rs. crores) 

Capital- Earnings Total Net Operating Dividend. Net Percentage 
at-charge Working Revenue Ratio paid to gain or of net 

Railway Year at the end Expenses Receipts General lOll gain or loss 
of Coachini Goods Miscella- TOTAL Revenues. to 

financial neous capital-
year@ at-charge 

:a: 3 3 4 s 6 7 8 9 10 II u 13 

-----
Central T9.S4·55 171•78 24•18 31•66 1'19 57'02 41'83 14'33 72'26 6•74 7'5& 4'41 

19.55-.56 183•10 2,5•38 36'72 1•36 63'45 46·28 16'49 71'73 6•87 9 ·62. 5"2.5 .... 
co 

1956-57 197'45 26•33 41'62 1.31 69•27 49•98 18•21 71'49 7'42 10'79 5'46 
N 

19.57·58 219'47 28·38 41'94 1•62 71'92 53'59 16·8o 7.5'02 8·13 8•67 3'95 

19.58-59 234'.51 27'.57 44'16 1·85 13'59 .55'29 17'13 75'87 8·9.s 8·J9 3'49 

1959-60 236•74 29•48 49'80 2'00 81•28 56·67 22'57 69·86 9'44 13'13 .s·.s6 

1960-61 
(B.E.) 

238•36 28·80 52'06 1'94 82·8o 61•89 18'39 74'75 9'41 8·98 3'77 

!aetern 1954-5.5 223•67 23'54 51'62 1'40 76·.s5 6o·o5 15·85 78•11 8•81 7'03 3'14 

19,·56• 134'44 14•98 31'43 0'91 47'32 36'74 9'81 77'99 ,S·16 4'65 3'46 

1956·57 144'9.5 1,5'84 30'6.5 1•10 47'.59 40'42 5"93 84.63 4'58 1'35 0'93 

1957•58 168·09 1,5•6.7 34'49 %'35 .51'51 43•88 6•40 ss·3S 6•07 
. 

0'33 0'02 

19.58-59 1i4•36 J.S·Bo 37'23 1'$7 .54·6o 45'41 8·1.5 83•27 6·81 I'l' 0•73 



i959-6o 209'24 18•19 40'97 1·lb. 60·98 45'40 14'76 75•21 7'74 7·o2 3·35 
196o-61 209'74 17'77 50·52 1'89 70•18 52'51 16·62 74'82 7'76 8·86 4'22 

Northern~@ 
(B.E.) 
1954-55 140'25 21'29 20·63 0'93 42"85 35"30 6·59 8~·01 5'39 1·20 0·86 

(Commercial) 1955-56 149•69 :13'40 25•67 1'03 50"09 39"23 9'54 78•11 5·56 3"99 2•67 

1956-57 164•01 24"19 29'31 1'31 54'81 43"23 9"13 78•27 6·o2 3'1I 1'90 . 
1957-58 181•3'5 26•33 33•06 1'22 6o·6I 46•42 12•10 76'32 6·59 5·5o 3'03 

1958-59 200'97 24•06 35'22 1•26 60·54 47'70 Il'59 78·65 7'53 4'06 2'02 

1959-60 205'32 26·70 35"29 1'3C 63'29 49'34 9'99 77'97 7'89 2'10 1•02 

1960-61 217'62 25·87 42'23 1·26 69·36 54'21 12'98 78·20 8·06 4'92 2·26 
(B.E.) 

Northern 1954-55 4'04 N.A. li!'-A· N.A. 0·16 0·16 o·o1 88·95 o·o6 0'15 .... 
(Strategic) 1955-56 4'09 N.A. N.A. N.A. 0'1'5 0'34 -o•J9 222'26 -o·19 -4·65 Cl) 

c. 

1956-57. 4'38 N.A. N.A. N.A. o·1s 0'34 --o·l9 225'17 -o·19 -4'34 

1957-58 3'70 N.A. N.A. N.A. 0'17 0'24 -o·17 199'75 -o•17 -4'59 

1958-59 3•88 N.A. N.A. N.A. 0'17 0'29 -o·1~. i68·28 --o· 12 -3'17 

1959-60 3'89 N.A. N.A. N.A. 0'20 0'31 -o.IO 150'79 --o•10 -2·67 

North East!rn 1954-55 93"83 12"17 10·81 o·s1 23•84 28'37 -5•81 n6·s1 3'60 -9'42 -10•04 

1955-St. 102'25 12•56 II•54 0•78 24•88 30'02 -s·3o Il2'04 3•82 -9'13 -8·93 

1956-57 .120'63 14'21 14'58 o·67 29'45 32'56 -3'10 100'54 4'42 -8·oo -6·63 

1957-58 131'07 14'15 18·o6 0'91 33'12 36"33 -4'63 109•38 4'84 -9'47 -7'23 

1958-59** 77•66 10•38 7'97 0'53 18·88 21'99 -z·83 .JI7'25 2•96 -5·8 -7'47 
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2. 3 4 5 6 7 8 9 10 1;1 I2 13 

North 
Ea!'ltern 

1959-60 80·28 9·68 6·19 0'49 16•36 23•24 -8·09 142•64 3•II -II•20 -13"9.5 

(contd.) 1960-61 82·60 10•50 10•52 0'52 21'55 26•11 -5'53 121•16 3'2.5 -8·78 -10•63 
(B. E.) 

North-East I9'i8-59 62•43 4'39 7'54 0•46 12'39 16•77 -5·57 135•18 2'43 -7"99 -12·80 
Frontier•• 

1?59-60 68•27 5'21 7•48 0'35' 13•04 18•41 -5·63 137"43 2•53 -8·17 -IZ·03 

1gl1o-61 84•31 4'54 8•46 0•40 13•40 20·26 -8·21 151' 19 2•75' -10•96 -13•00 

Southern 
(B.E.) 
1954-55 127'95' 21•02 2o·6s 1•30 43"31 38•34 4•13 So· .53 4•83 -o•70 -o·55 

1955-56 133•96 22•50 23'71 1•27 47'71 41•92 5·15 90•15 4'99 0•16 0•12 

1956-5'7 146• 10 23'72 25'45 1•02 50•18 44•28 4'63 88·20 5'"04 -o•41 -()·28 
~ 

1957-58 160·96 23"72 27•63 1•36 .52'72 50•78 0'39 96'34 5'97 -5·5& -3'47 ()0 .... 
1958-59 173'52 23"44 29'62 1•71 54"77 50• 54 3•82 92'77 6·6s -2·83 -1·63 

1959-6o 182•26 24•36 32'52 1•76 ss·64 52•02 5"10 89•05 7'09 -1"99 -1·09 

196o-61 185·03 24'02 34'44 I• 57 6o•07 57•46 o·o6 95'72 7'22 -7'17 -3·88 
(B. E.) 

So13!h· 1955·56 100• 10 8•77 23•II 0•52 32'40 2!!•79 2'35 88•72 3•81 -1.47 -1'47 Eastern• 
1956-57 n4· 56 10•67 30•13 1•10 41'90 30•58 10·86 72•62 4•06 6•79 5"93 

19.57·58 146•.53 1I•38 36•73 I·OI 49'12 33•50 13"74 68·88 4'94 8•80 6·01 

1958-59 177"77 II•42 38·66 t·o5 .51'14 36·28 12•83 71'21 6·01 6·82 )•84 

I959-6o 194'85 12'.53 44'44 1•41 ,58•38 38·12 t8•73 66•16 6•87 II•87 6·08 

196o-61 218•30 12'92 .56'$2 1'09 70'$4 42'32 25•8q 59'99 1'~8 t&•s; 8·~8 
(B.E.)J 



Weetern 1954-SS ns·3o rg·66 23'33 0·68 43•67 30•20 I0·66 13·6s 4'S3 6•13 ''51 
I95S·S6 12.5'77 20'99 28·ti 0•96 so·o6 3.5'24 13•94 70"7.5 4•64 9'31 '1'40 

1956-57 145'34 22'45 32•23 I·OI 55"70 38·96 14'74 69•31 5•20 9'55 6·57 

1957-58 161·66 23'70 37'76 0•961 62•42 44'94 15'16 71'30 5'93 9'23 5'71 

1958-59 183·56 23•27 40'42 1•19 64·88 47'47 16•39 74'09 6·65 9'73 5'30 

1959-60 189'47 24•88 43'79 1'73 70'40 S1·IZ 17'09 73'42 7'40 9'69 S•II 

196o-6r 
(B. E.) 

194'84 26•07 50·24 1'34 11·6s' s1·22 r8·34 73'69 7'46 10·88 s·ss 

*E!-3tern Railway was split into Eastern and South Eastern Railways with effect from I-8·1955· 
"*Nort!l Eastern Rail•my was split into North Fast ern and North-Eali! Frontier Railways with effect from 15-1-58. 
@ln;;luding on open lines and on lines whoU~· or partly under construction. 

((:@Column Nos. 3 to 9, II and I2 include figures for Northern (Strategic) Railway and Column Nos. 10 end 13 relate only to Northern .... 
co 

(Commercial) Railway. ~ 



APPENDIX 17 
Summary of the principal recommendations of the 'Railway Convention 

Committee, 1960 

S. No. Recommendations 

I. In ~e opinion of the Committee the present mode of contribution, 
vzz., a fiX"ed rate of dividend by the Railways to General 
Revenues should be fixed at 4:25 per cent during the five years. 

2. The rate of dividend to r.)e paid by the Railways to General 
Revenues should be fixed at 4 ·25 per cent during the five years 
1961-66. 

8. The annual loss in the working of strategic lines should be 
borne by General Revenues. 

4. The Committee accept the suggestion of the Railway Board 
that the Capital-at-charge of the North-East Frontier Railway, 
other than the ·clearly strategic portion thereOf, should be 
regarded_ as unproductive and recommend that till such time 
as the line becoJE.es productive or the next Convention Com
mittee. review the position, whichever is earlier, the rate of 
dividend payable on the Capital-at-charge should be at the 
average borrowing rate of Government. 

5. The total contribution to- the Depreciation Reserve Fund should 
be Rs. 350 crores during the next quinquennium. 

6. The Committee are inclined to accept the suggestion that the 
existing rules of allocation of Railway expenditure between 
Capital, Revenue, Depreciation Reserve Fund and Develop
ment Fund might be retained witliout any modification during 
the next five years. 

7. The Committee are averse to the curtailment or limiting of 
expenditure on works met out of the Development Fund which 
in their opinion are as important as additions financed from 
Capital. They, therefore, see no alternative but to continue 
the facility of providing temporary loans from General Reve
nues to finance the Railway Development Fund during the 
next five years, unless the net surplus is able to meet in full the 
requirements of the Fund. · 

The Committee endorse the proposal of the Financial Commis
sioner (Railways) that the outstanding liability of the Develop
ment Fund to the General Finance as on the 31st March, 1961 
should be liquidated! in the ad hoc manner indicated in the 
last sub-para of para II of this Report so that the Railways 
could start on the Third- Plan period with a clean slate in 
regard to t~!is liability. ' 

~-·- ··-·------------- ------ ----------

186 



187 

APPENDIX 17-{ccmdd.) 

S. No. Recommendations 

8. The Committee recommend that. the Railway Development 
Fund, besides meeting the cost of Labour Welfare Works, etc., 
should include a minimum allo~ation of Rs . .3 crores per annum 
for Users' amenities as hitherto. 

9. The suggestion made by the Railway Board that the passenger 
tax at the existing rate might be merged with passenger fare 
from 1st April, 1961 and that the State Governments might be 
paid a fixed amount based on the average collections in the 
period 1957-61 is reasonable. The Committee recommend 
that 'the fixed amount payable br the Railways may be Rs. 12·50 
crores per year during the qumquennium 1961-66 represent· 
ing the average of the actual coflections for the year 1958-59 
and 1959-60. 

10. While the Committee appreciate that the financial position ot 
the Railways during the riext quinquennium will not be 
favourab1e fot the creation of an Amortisation Fund, they 
nevertheless feel that this question should not be lost sight of 
inasmuch as in the context of the repat.riation of all the dollar 
loans, it will ~ssume importance. 

I I. 'With reference to the recommendation of the Railway Conven· 
tion Committee, 1954, contained in para 19 of their Report, 
the Committee are of··'.the view that the deferred dividend on 
new lines should be paid from the sixth year onwards only if 
the net income of the new lines leaves a surplus after payment 
of the current dividend. ' 



APPENDIX 18 

A noJe on the facilities provided by the Indian Railways with a view to improvir1g tlut 
quality of their servic• 

I. Out-agencies 

Out-agencies are opened in towns situated off the lines of a railway 
to facilitate the through booking of traffic to or from such towns in con
junction with the railways. 

Out-agencies are usually opened for the transportation of goods and 
parcels. In some cases through booking· of passengers is also arranged. 

Separate charges are levied for the road transport which are included 
along with the normal railway freight and shown in the railway receipt. 

The grant of contracts for working Out-agencies is usually on the 
open tender system in order to ensure that the rates quoted over the 
road portion are the cheapest possible. 

The present policy of the railways is to encourage, to the maximum 
extent, the opening of Out-agencies, so that integrated rail-cum-road 
transport may be made available extensively. 

The number of Out-agencies operating as on 1st April 1959 was 205. 
and the opening of 95 more Out-agencies is under examination by the 
railways. 

2. City Booking Agencies/Offices 

These are offices opened by Railways at different places in big towns 
to facilitate the booking of goods, parcels and passengers and their luggag~ 
in the city itself. 

There are at present 105 such offices in 85 cities. 

3. Collection and Street Delivery Services 

Collection and street delivery services are at present in force at 27 
cities including Calcutta, Bombay, Madras and Kanpur. 

Under the Collection System, when the consignor informs the con
tractor concerned about any consignment which he desires to book, the con
tractor arranges to collect the goods from the consignor's premises, trans
ports it to the railway station, books it on behalf of the consignor, takes 
the railway receipts from the booking staff and gives it to the consignor. 

Under the Street Delivery Service, consignments which are specifically 
meant for delivery at the consignor's premises are delivered accordingly. 
In addition, usually any consignment which bears the clear address of 
the consignee, is also delivered at the consignee's premises in anticipation 
that such services would be appreciated. 

The railway receipt and clmiges due are collected by the contractoJ 
at the time of delivery of the corui~nment. 

188 
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Separate charge~ are levied for the .transport of the consignments bet· 
ween the client's premises and the stauon. 

It is the intention of the railways to introduce such services in all the 
big cities and steps are being taken towards that end!. 

Mention may be made here of the special arrangements that have 
been made for the transport of fresh fruits from Srinagar and Kotgarh 
by the road-cum-rail route in which the same contractor arranges for the 
transport of the fruits from the pro?-ucing areas. to ~he rail.-head and 
also for delivery of the goods at Delhi at the consignees premises. 

4. Quz'ck Transit Seryice and Express Goods Services 

A special scheme for ensuring quick .transit of goods consignments 
on important routes was introduced from 1st April, 1956. The basic 
feature of this scheme is that the goods are undertaken to be conveyed 
to their destinations within a guaranteed peri<;>d. An extra charge of 
3 nP per rupee is levied in addition to the fr~ight. This additional 
charge is refunded if the consignment is not delivered! at its destination 
within the guaranteed period. 

This scheme was originally introduced on the following routes:

(1) Delhi-Howrah, 
(2) New Delhi-Bombay, 
(3) Wadi Bunder-Shalimar 
(4) Shalimar-Madras, and 
(5) Bombay-1\fadras. 

This scheme has now been extended to additional routes and covers 
over 160 pairs of important stations. 

Quite apart from the guaranteed Quick Transit Service, there is a 
general service of express goods trains over many sections, for conveyance 
of good's generally, booked at the normal rates. 

5. Containers 

In order to prevent mis-despatch and reduce train halts for loading 
and unloading of gooili; and to ensure safer transit the Central and 
Southern Railways have been asked to experiment with light containers 
and the Eastern Railway, with heavy containers, designed to carry 2 to 4 
maunds and ! to 3 tons respectively. 

It is expected that such containers will be useful for commodities 
sue?. as pharmace~t~cals, c~emicals, cosmetics, small parcels, etc. and will 
fanhtate the provlSlon of mtegrated door to door services, 

6. Easier supply of Wagons 

In ~e:tain are.a~ and in r~gard to certain commodities, where severe 
competitive conditiOns preva1l, special arrangements are made for then 
supply of wago~s on demand without the need for having to register ,. 
demand and wait one or two days for the supply. Wagons registration 
fees are also not levied in such cases. 
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7. Reduction in the minimum weight for charge 

The wagon load rates that are applicable to commodities invariably 
have a weight condition attached to them. In respect of certain com· 
modities, it was found that difficulty was being experienced by the trade 
in fulfilling the minimum weight conditions for ebtaining a full wagon 
as the unit of trade was somewhat less than the minimum prescribed. 
In such cases the minimum weights for the wagon load rates have been 
reduced, either generally or on movements between specific points. 

8. 'In Transit' Rates 

Traffic in plantains booked from stations on the Central and Western 
Railways (lying in East Khandesh) for stations in the Punjab, like 
Amritsar passing via Delhi, was substantially diverted to road transport 
for the movement between Delhi and Amritsar. 

Enquiries revealed that on account of the long lead involved, it be· 
comes necessary at some intermediate point like Delhi-itself a large 
consuming and distributing centre-to take out the ripe and overripe 
plantains, and then to rebook the rest of the plantains which can stand 
the onward journey to Amritsar etc. 

Generally, plantains were booked from the growing centres in East 
Khandesh by rail upto Delhi, where they were sorted! out for local sale 
and the balance was despatched onwards to Amritsar and other centres 
by road. 

To ofl;er similar facilities to the traffic by rail, the Northern Railway 
have, with effect from 15th June 1959, introduced on an experimental 
basis, special 'in transit' rates under which plantains can be booked 
in full wagon loads from the producing centres to Delhi where the fruits 
can be sorted out and the rest of the fruits rebookedi in the same wagon 
from Delhi to Amritsar. This traffic is treated as through traffic 'in 
transit' to Amritsar, and the traders are allowed to avail themselves of 
the !ower rates of freight !Payable from the forwarding stations on the 
Central and vVestern Railways to Delhi and Amritsar respectively. In 
other words, for the quantities moved from Delhi to Amritsar only the 
difference in the freight from the booking station to Amritsar and to 
Delhi is charged. In addition. for the facility of handling the goods 
at Delhi and to meet the cost of wagon detention, a sum of Rs. 50 only 
per wagon is collected. 

The financial benefit per wagon accruing to the traders as a result 
of the introduction of the 'in transit' rates is evident from the following 
example. 

Prior to the introduction of the 'in transit' rates, the cost of booking 
a wagon load of plantains (weighing 500 mds. approx.) from Bhusawal 
to Amritsar, with rebooking from Delhi to Amritsar was Rs. J,751 where· 
as after the introduction of the 'in transit' rates, the total cost of booking 
a wagon including the additional sum of Rs. 50 for handling the commo
dity at Delhi. is only Rs. 1,468, thus involving a net gain of Rs. 283 per 
wagon. 
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Average tonnage, annual mileage performed and cost per ton-mile of various categoriej 
of vehicles in ~wtralia• 

Cost per Average load Average 
Ton- carried over Category of Vehicles Annual 
Mile Annual Mileage 

Mileage 

Tons Cwt 

2·sD I8 8 Articulated Vehicle 9 Tons and over (Diesel) so,ooo 

J•OD IS 7 Do. (Diesel) so,ooo 

IS 7 Do. (Petrol) so,ooo 

3·sD I3 3 Do. (Diesel) so,ooo 

I3 3 Do. (Petrol) 50,000 

II IO Do. (Diesel) 50,000 

I2 IS Do. (Diesel) 33,500 

II IO bo. (Petrol) so,ooo 

I3 IS Do. (Petrol) 24,000 

7 IO Rigid Vehicle 5 Tons and Over. (Diesel) so,ooo 

4·5D 10 4 Articulated Vehicle 9 Tons and Over (Diesel) so,ooo 

II 7 Do. (Diesel) 33.500 

IO 4 Do. (Petrol) 50,000 

I2 4 Do. (Petrol) 24,000 

6 I3 Rigid Vehicle 5 Tons and Over • (Diesel) 50,000 

sD 9 4 Articulated V chic!e 9 Tons and Over (Diesel) so,ooo 

IO 4 Do. (Diesel) 33.500 

I3 I2 Do. (Diesel) zs,ooo 

•F..xtracts from Table No.8 in the Report of Committee of Transport Economic 
Researdl relating to road and rail transport (Part I, September, 1956) set up by the 
Australian Transport Advisory Council. 

lgl 
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Cost per Average load Average 
Ton- carried over Category of Vehicles Annual 
Mile Annual Mileage 

Mileage 

s D-contd. 
Tons Cwt. 

9 4 Articulated Vehicle 9 Tons and Over (Petrol) 50,000 

13 Do. (Petrol) 15,000 

7 16 Articulated Vehicle under 9 Tons. (Petrol) 30,000 

6 Rigid Vehicle 5 Tons and Over (Diesel) 50,000 

7 12 Do. (Diesel) 22,16o 

6D 7 I3 'Articulated Vehicle 9 tons and Over (Diesel) 50,000 

II 6 Do. (Diesel) 15,000 

7 13 Do. (Petrol) 50,000 

9 3 Do. (Petrol) 24,000 

10 16 Do. (Petrol) 15,000 

5 Rigid Vehicle 5 Tons and Over (Diesel) 50,000 

6 7 Do. (Diesel) 22,160 

8 Do. (Petrol) 12,950 

7D 6 II Articulated Vehicle 9 Tons and Over (Diesel) 50,000 

9 14 Do. (Diesel) 15,000 

7 17 Do. (Petrol) :14,000 

9 x6 Do. (Petrol) 15,000 

5 II Articulated Vehicle under 9 Tons (Petrol) 30,000 

7 14 Do. (Petrol) 13,000 

5 9 Rigid Vehicle 5 Tons and Over (Diesel) 22,16o 

7 Do. (Diesel) 13,000 

6 17 Do. (Petrol) 12,950 

5 3 Commercial Vehicle 3 Tons and under 5 Tons 15,000 

SD s 15 Articulated Vehicle 9 tons and Over (Diesel) 50,000 
8 IO Do. . (Diesel) 15,000 

s IS Do. (Petrol) so,ooo 
6 18 Do. . (Petrol) 24,000 
8 3 Do. (Petrol) 15,000 

4 18 Articulated Vehicle under 9 Tons (Petrol) 30,000 
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Cost per Average load Average 
Ton- carried over Category of Vehicle Annual 
Mile Annual Mileage 

Mileage 

8 D-contd. 
Tons Cwt. 

6 15 Articulated Vehicle under 9 Tons . (Petrol) 13,000 

4 15 Rigid Vehicle 5 Tons and Over (Diesel) 22,160 

6 3 Do~ (Diesel) 13,000 

6 Do. (Petrol) 12,950 

4 10 Commercial Vehicle 3 Tons an.d under 5 "tons 15,000 

9D 7 II Articulated Vehicle 9 Tons and Over (Diesel) 50,000 

6 2 Do. (Petrol) 24,000 

4 7 Articulated Vehicle Under 9 Tons (Petrol) 30,000 

6 Do. (Petrol) 13,000 

4 4 Rigid Vehicle 5 Tons and Over (Diesel) 22,160 

5 9 Do. (Diesel) 13,000 
I .• 

5 7 D~. (Petrol) 12,950 

4 Commercial Vehicle 3 Tons and under 5 Tons 15,000 

I/- 5 13 Articulated Vehicle 9 Tons and Over (Diesel) 15,000 

4 10 Articulated Vehicle under 9 Tons (Petrol) 13,000 

4 2 Rigid Vehicle 5 Tons and Over (Diesel) 13,000 

4 Do. (Petrol) 12,950 

5 8 Do. {Petrol) 8,000 

3 Commercial Vehicle 3 Tons and under 5 Tons 15,000 

4 I Do. 10,000 

4 12 Do. 8,315 

2 13 Commercial Vehicle 2 Tons and under 3 Tons 15,000 

l/3 3 12 Articulated Vehicle under 9 Tons (Petrol) 13,000 

3 5 Rigid Vehicle 5 Tons and Over (Diesel) 13,000 

4 6 Do. (Petrol) S,ooo 
-----· 
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APPENDIX 19-(concld.) 

Cost per Average load Average 
Ton- carried over Category o{ Vehicles Annual 
Mile Annual Mileage 

Mileage 

1/3-contd. 
Tons Cwt. 

2 8 Commercial Vehicle 3 Tons and under 5 Tons 15,000 

3 4 Do. 10,000 

3 13 Do. 8,315 

2 3 Commercial Vehicle 2 Tons and under 3 Tons 15,000 

I I6 Commercial Vehicle ro Cwt. and under 2 Tons 15,000 

J/6 3 Articulated Vehicle under 9 Tons • (Petrol) J3,000 

2 13 Rigid Vehicle 5 Tons and Over (Petrol) 12,950 

3 12 Do. (Petrol) 8,ooo 

2 14 Commercial Vehicle 3 Tons and under 5 Tons 10,000 

3 I Do. 8,315 

I J6 Commercial Vehicle 2 Tons and under 3 Tons 15,000 

I 10 Commercial Vehicle 10 Cwt. and under 2 Tons 15,000 

2/- 2 14 Rigid Vehicle 5 Tons and over (Petrol) 8,ooo 

2 I Commercial Vehicle 3 Tons and under 5 Tons 10,000 

2 6 Do. 8,315 

I 7 Commercial Vehicle 2 Tons and under 3 Tons 15,000 

2 7 Do. 6,650 

I 3 Commercial Vehicle 10 Cwt. and under 2 Tons 15,000 

I I7 Do. 7,610 



APPENDIX20 

Statnnent shosint outstandittg registratiom on the railways ai the end of Months 
of Marclt, June, September and Decmtber each year from 1950 to 1959 

and for eaclt month of 1960 and the average daily loadings of 

I 

1950 
2oth March • 

20th June 

20th September 

.20th December 

1951 

2oth March 

AothJune 

20th September 

20th December 

195Z 

.2oth March 

2oth June 

2oth September 

:wthDeccmbcr 

1953 

2oth March • 

.2oth June 

.2oth September 

20th December 

wagons during these months• 

Outstanding 
registrations 

Average daily load
ings during the 

month 

(Number of wagons) 

B. G. 

2 

23>434 

24>484 

12,982 

-41~76 

55.475 

39.166 

31.55:2. 

44.585 

63,059 

28,813 

-47.634 

52,763 

17,056 

M.G. 

3 

22,437 

34·287 

29,836 

35,498 

~:364 
74.806 

-46,6o5 

52,-480 

B. G. 

4 

II,708 

10,843 

II,538 

II,707 

II,$50 

U,043 

11,153 

M.G. 

5 

6,947 

5,875 

5,994 

1·498 

6,3TJ 

6,641 

1·859 

8,188 

6,707 

6..44-4 

1·115 

7.994 

6,202 

6,405 

1·561 

Outstanding regis
trations in terms of 
number of day&' 

loadings 

B. G. 

6 

2"3 

1"1 

1"2 

3"S 

S'l 

3'4 

3'1 

7 

S·o 

1o·l 

II'S 

4'S 

9'4 

*Figures of outstanding registrations for the years 1950 to 1953 pertain to :wth d&y of 
~month. 

195 
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APPENDIX :.zo-(contd.) 

I 2 3 4 5 6 7 

1954 

3Ut March 59,247 78.494 12,755 7,327 4'6 10·6 

30th}une 38,182 SM79 n,847 6,481 3'2 8·8 

30th September 30,124 41,058 II,934 6,617 2'5 6·~ 

3 ut December 66,772 73,136 13,191 7.952 5'0 9'1 

1955 

3utMarch 89.413 1,16,223 13,650 8,240 6·5 14' I 

]Oth}une r,5o,85o 1,51,975 12,254 6,894 12'2 21'9 

JOth September 73,889 1,12,747 12,970 7.447 S'7 15'1 

liSt December 72,154 1,42,686 14,093 9,036 5'1 15'7 

1956 

31St March 69,879 1,39,055 14,763 9,616 4'1 14'4 

JOth]une 1,04,546 1,39,057 13,389 1·199 7•8 17'' 

JOth September 35,647 L86,o83 13,121 7.714 2'7 u·1 

311t December 56,018 1,00,771 15,036 ! 9,623 3'6 10'4 

1957 

311t March 67,454 69,178 15,903 10,315 4'2 6·6 

30th]une I,OIJ45l. 66,825 13,623 8,878 7'3 7'5 

30th September 4l.A03 19,729 14,247 8,441 2'9 ;r.• .l 

3 ut December 63,332 33,241 15.455 9,8IS 4'0 3'3-

1958 

3tst March 57.356 25.444 16,237 10,285 3'5 :1'4 

30th}une 58,412 24,636 14,082 8,582 4'1 2'7 

JOth September l.0,554 30,195 14,339 i,II2 1'4 3'7 

3 tat December 21,891 40,953 1j,889 9.986 1'3 4'1 

1959 

311t March . 32.439 23.422 16,618 10,262 2'5 2'2 

30th}une 40,379 35,859 15,350 8,700 o·6 4'1 

30th September 10,292 14,997 1),037 8,360 o·6 1'7 

3Ut December 2),664 2],]46 16,914 10,672 1'5 .a·s 
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APPENDIX 2.0-{concld.) 

I 2 3 4 5 6 7 

1960 

January 39.359 30,428 17,061 10,946 2•3 'J.•7 

february 46.359 33,126 17,973 II,265 z·5 'J.•9 

March • 47.414 22,661 17,832 10,921 2·6 2·0 

April 58,202 29,516 17,222 10,549 3•3 2•7 

May 70,153 39,051 16,127 9.364 4•3 4•1 

June 80,700 39.300 15,983 9,206 ,.0 4•'J. 

July 64,500 30,200 14,316 7.998 4•5 3"7 

August 59.600 27,500 15,708 8,825 3•7 3 • I 

September 43.700 26,900 16,134 8,797 3•3 3•0 

October 35.700 23,400 16,739 8,910 2•1 2·6 

NovembcJ 'j2,200 30,800 17,900 10,233 2•9 3"0 

December 86,100 50,100 18,092 10,&&2 4"8 4"6 
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A note on the future forecasts of volume of rail and road traffic in India 

Several techniques can be employed for forecasting the future demand 
for transportation. These forecasts based as they generally are upon 
the past relationship between the volume of transportation and national 
income as a whole, are subject to many limitat~ons. Obviously, the 
relationship between the volume of traffic an'd the volume of production 
taken either as a whole or in the case of any individlual commodity is not 
likely to remain uniform over all times. These forecasts, therefore, 
could at best be used to indicate the rough order of magnitude only. In 
this note we have adopted the following two approaches for projecting 
the traffic in India:-

(a) The 'National Income Approach' 
(i) Linear regression • and 

(ii) Non-linear regression• • 
(b) The 'Transport Co-efficient' Approach 

Tht: 'National Incomt: Approach'-Linear rt:gression. 
2. In several countries the projections of future transport demands 

have been made on the basis of linear regression lines of freight traffic 
on nation_al income fitted to the past data. A recent study in point i1 
the one entitled "Structural Changes and Investment of Transportation 
in Japan", by the Economic Planning Agency of Japan (October, 1959) 
in which the forecasts of transport have been based on the linear regres
sion equation of freight on national income, applied to actual statistic~ 
covering fiscal years 1951 to 1956. 

3. The table below shows the coefficients of correlation between freight 
traffic and various indices of production in India for the period I 950-5 J 
to 1958-59. 

Index of Production 

National Income 

Industrial Production 

Mining & Quarrying 

Agricultural Production . 

Table I 

(Period 1950-51 to 1958-59) 

Aggregate Railway Road Transport 
Ton mile:; Ton miles Ton milei 

0•930 0·933 0'932 

0'959 0·961 0·970 

o·982 o·969 o·sa7 

o·791 o·795 o·821 

* The linear regression is a straight line fitted to the data relating to two variables, 
in this case the volume of traffic on the one hand and national income on the other. The 
equation of the line takes the form T =a Y +b. In simple words this means th~t a unit in
crease or decrease in national income (Y) is associated by a given absolute mcrease or 
decrease in the volume of traffic (T). 

**The non-linear regression equation takes the form T =A YN. This means tha_t the 
ratio (N) between the rate of growth of freight traffic (T~ to the rate ?f. growth of nattonal 
income (Y) is always constant. N, here represents the mcome elasticitY of traffic. 
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Jt will be seen that there exists a high degree of correlation between the 
aggregale freight ton miles and_ national . inco~e. The regress~on 
equation beLween aggregate ton miles and natiOnal mcome for the penod 
is as follows:-

T = o·92o Y-53·651 
where T= Aggregate freight in 109 ton miles. 

Y =National Income expressed in 109 of rupees (at 1948-49 prices) 

On the basis of the projections of the National Income published in the 
Draft Outline of the Third Plan, the projections of aggregate height 
traffic work out as under:-

Table 2 

Year Aggregate ton 
miles (billions)• 

1955-56 41. 9 
(Actual) 
1960-61 61·9 

1965-66 97· 5 

1970-71 141 '9 

1975-76 213· I 

The percentage increases in national income and aggregate ton miles 
over these periods compare as under: 

Table 3 

National Aggregate 
Period Income ton miles 

1955-56 } to 19·8 47'7 
196o-61 

196o-61 l 
to j 30·8 57"5 

1965-66 

1965-66 1 
to f 29'4 45"5 

1970-71 

1970-71 l to 36•4 50"2 
1975-76 J 

The 'Transport Co-efficient' Approach 
4. The transport coefficient of a commodrity is defined as th ... ratio 

between the quantity. moved and th~ o~Itput of the commodity. Thi~ 
appr~ach ca_n be apphed .for the proJec~w.ns of the railway freight tra~ 
only m India. The detailed data pertammg to co~moditywise traffic 1r, 

*One billion= One thousand millions. 
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means other than the railways and more patricularly. road transport are 
not available. In the statement at Annexure to this note are given figures 
showing rail movements and production and transport co-efficients of 16 
commodities for the period from 1950-51 to 1958-59. These 16 commodities 
together account for 60 per cent of the total railway freight traffic in terms 
of tons originating and about 70 per cent ·in terms of ton miles. For 
projecting the future traffic, certain assumptions have been made <>.bout 
the manner in which the transport coefficient of each commodity will 
change over the periods under study. These assumptions represent com
monsense judgement based upon the past trends in transport cofficients 
and, to the extent possible, on the likely changes in the pattern of produc
tion and movement of the commodity including possible diversion from 
rail to road transport, depending upon the nature of traffic in question. 
The future trends in railway freight traffic have been estimated on the 
basis of the production targets of these commodities given in the Draft 
Outline of Third Plan for 1960-61 and 1965-66 and in the 'Perspec
tive of Economic Development-India; 1955-1970', a paper prepared by 
Perspective Planning Division of the Planning Commission. for 1970-71. 
These estimates of traffic are also shown in Annexure to this note. "\Ve 
have assumed that the average overall lead• of the railway traffic during 
the period under study will remain more or less constant. This may not 
be a wholly unrealistic assumption for the reason that while in the earlier 
stages the average lead of traffic in some commodities might go up, in the 
long run, on account of regional development. the average lead is likely 
to go down in the case of some of the commodities. lt is extremely diffi
cult to have dependable estimates of average lead for each period separa
tely. The projections of railway ton miles arrived at by this method are 
presented in the table belo~:-

Yeart 

1955-56 
(Actual) 

1960-61 

1965-66 

1970-71 

Table 4 

Railway 
Ton miles 
(billions) 

119"9 

tAs the projections of production are not available for the periods beyond 1970-71, 
it is not possible to project railway traffic beyond this period. 

5. Assuming that the aggregate traffic is made up of rail and road 
traffic and the traffic carried by the other modes of transport is negligible 
in comparison, the estimates of road traffic may be derived by deduct
ing the estimates of railway traffic as presented in Table 4 above from 

*For the purpose of our calculations, we have assumed 345 miles as the overall avera:e 
lead on Railways. 
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the estimates of aggregate traffic as given in 1"able 2 above. The 
resultant figures for road! traffic are as follows: 

Year 

1955-56 

1960-61 

1970-71 

Table 5 

Road Transport 
ton milea 
(billions) 

5·5 

8·2 

x6·o 

6. The estimate5 of r.1il traffic may also be worked out on the basis 
of national income projections. As will be clear from the figures in 
Table I above, there exists a high degree of correlation between railway 
ton miles and national income-the value of r, the co-efficient of correla
tion, being 0.933. The linear regression equation of railway ton miles 
·On national income for the period 1950-51 to 1958-59 is as follows:-

where 
T1= 0'753Y-41"741 
T1 = Railway frei~ht in 108 ton miles. 
Y = National income expressed in 101 of rupees (at 1948-49 

prices) 

On the oasis of the national income projections employing the above 
equation, the projections of railway ton miles work out as given in the 
following table. The last column in the table shows for comparison 
purposes the estimates of rail traffic on the basis of transport co-efficient 
of 1 6 selected commodities. 

Year 

1955-56 
(Actual) 
1960-61 

I96S-66 

1970-71 

1975-76 

Table 6 

Railway ton Railway ton 
miles miles based 
based on 'trans-
on national port co
income efficient' of 
projections. 16 commo-

dities. 
(billions) 

36•4 36•4 

52·8 53·7 

Sz·o 81·5 

II8·3 119•8 

176•6 N.A. 
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It will be seen that the two sets of estimates happen to be almost identical. 

~ational Income Approach'-Non-linear regression. 

7. We shall now attempt to formulate the es~imates of road traffic 
directly on the basis of the national income projections. 

The linear regression equation of road ton miles on national income 
for the period 1950-51 to 1958-59 is as follows: 

where 
T 1=I·8I6Y-133·866 
T 1=Road freight in 101 ton miles. 
Y =National Income expressed in 101 of rupees (at 1948-49 

prices) 

The estimates arrived at on the basis of this equation are presented 
m the table below:-

Table 7 

Road Transport 
ton miles 

Year (billions) 

1955·56 5·5 

1960-61 9"4 

1965-66 16•4 

lfJ7o-71 25•2 

1975-76 39"3 

It is, however, observed that the non-linear regression equation gives 
better results, when applied! to the past data pertaining to road transport 
traffic and national income. The equation is of the type: 

where 
T 1=AYN 
T 1=Volume of road Transport ton miles 
Y =National Income 
N=lncome elasticity 
A=Constant. 

The income elasticity is defined as the ratio between the growth rate of 
transportation and the growth rate of national income. The non-linear 
regression curve fitted to the past data from 1950-51 to 1958-59 is: 

where 
T 1=53·IIXI0-7 Y= 1 ·'

11 

T 1=Road Transport ton miles in 108 

Y1=National Income expressed in 101 of rupee~ (at 1948-49 
prices) 

On the basis of the national income estimates, employing the above equa
tion the projections of road transport ton miles have been worked out and 
are presented in the table below. In the last column of the table are 
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reproduced estimates of road traffic which are deducted from the esti
mates of aggregate traffic and shown in Table No. 5 above. 

Year 

1955-56. 

196o-61 

1965-66 

19.70-71 

1975-76 

Table 8 

(billion ton miles) 

:Based on Derived 
non-linear from aggre-
regression gate traffic 
on National 
Income. 

5·5 5·.s 

10•2 8·2 

25·8 16·o 

63·0 22•0 

185·o N.A. 

8. We have separately worked out the estimates of traffic on railway 
and road transport on the basis of the targets mentioned in the Draft 
Outline of the Third Plan. These estimates are compared in the follow
ing table with the estimates of traffic for railway and road transport deriv
ed according to the methods described above. 

Table 9 

(billion ton miles) 

--···--- ----------;-----------------'...,---
Method 

Railways 

(1) Transport Co-efficient 
of 16 commodities 

(i1) Linear regression 

(ii1) Third Plan targets 

!toad Transport 

(1) Derived from the aggre-
rate traffic after deduc-
ting the eHimates of 
rail traffic 

(iij Linear regression 

(iit) Non-linear regre•~ion 

(iv) Third Plan targets 

-----

1955-56 1960-61 1965-66 1970-71 1975-76 
(actuals) 

36•4 53'7 81·5 II9·8 N.A. 

36•4 52·8 82·0 II8·3 176•, 

36'4 53'7 83•0 N.A. N.A. 

s·s 8·2 16·o 22•1 N.A. 

s·5 9'4 16•4 25•2 39'3 

s·s ro·:z 25·8 63•0 18s·o 

s·5 ro·fi 23'2 N.A. N.A. 



Method 

Aggregate 

.(i) As derived directly on 
the basis of linear re
giession on national 
income . 

(ii) Railways (i) +Road (ii) 

(iii) Railways (1) +Road (iii) 

(iv) Third Plan targets i.e. 
Railways (iii) +Road 
(iv) 

204 

1955-56 1960-61 1965-66 I97Q-71 197 5•76 
(actualsj 

41"9 

41"9 

41.9 

41"9 

97"5 

97"9 

107•3 

1o6·z 

141"9 213•1 

145·0 N.A. 

182·8 N.A. 

N.A. N.A. 

It will be seen that the estimates of railway traffic by all these methods 
are more or less identical. As regards road transport, the estimate of 
traffic on the basis of the target for commercial vehicles assumed in the 
Draft Outline of Third Plan is 23.2 billion ton miles for 1965-66, as 
against the estimate of 16.0 million ton miles at (i) in the above table 
and 25.8 billion ton miles at (i~9 in the table. 

9. The estimate of demand for transportation on the basis of non· 
linear regression equation implies · that the income elasticity of truck 
transportation as observed in the past will remain unchanged in future 
also. It is understandable that the relative intensity of gr<?wth of road 
transport as compared with national income or, in other words. the income 
elasticity of road traffic should be high in the early stages of development 
of the industry and should be reduced after the industry has attained a 
certain degree of expansion. It appears to be unrealistic, therefore, to 
assume a constant income elasticity of road traffic throughout the period 
under study. The estimate of road traffic derived by this method for 
1970-71 appears to be quite on the high side while the one for 1975-76 
appears to be of a highly speculative character. As the growth of road 
transport is likely to be affected by numerous factors in practice, it is 
almost impossible to make any realistic assumption about the possible 
change in the income· elasticity of road traffic from one period to the 
other. 'the conclusion is irresistable, therefore, that this method could 
perhaps be best applied only for projections over relatively short periods. 



APPENDIX 21-(conra.) 
ANNI!XURl! 

Stattmmt sltowing produttion, imparuandrailmovementofprincipalct'mmoditieJfrom 19~o-~1 to 1958-59andestimatts jGr 
1960-61, 1965-66 and 197o-71 

(Figures in thousand ton, 

Commodity 1950-51 1951-52 1952-53 1953-54 1954-55 1955-56 1956~57 1957-58 1958-59 196o-61 1965-66 I97D-71 

I. C(la/ 

(a) Production 32.307 34,432 36,303 35,980 36,880 38,226 39,434 43,500 45,300 53,000 97,000 I,70,COO 

(b) Rail Movement 30,423 32,782 33,41 I 32,544 35,II9 35,337 38,158 40,518 43,252 49:847 89,200 1,61,500 

% of (b) to (a) 94•2 95•2 92·0 9~5 95'2 92'4 96·8 93'1 95"9 94'05 92•0 95"0 
~ 

2. Ctment 0 
c:.n 

(a) Production 2,613 3,195 3:537 3:780 3:927 4:487 4,929 5:602 6,062 7,750 13,000 20,000 

(b) Rail Movement 2:432 2,794 3,023 3,382 3.345 3.956 4,291 5,077 5,012 6,752 n,o5o x6,oco 

% of (h) to (a) 93''1 87•5 85·5 89·5 85·2 88·2 87•1 90•6 82•7 87•12 85·0 Ro·o 

3· /rcn and Steel 

(a) Production 1,422 1,476 1,487 1,507 1,864 1,858 1,897 1,747 1,796 5,100 8,4C0 16,050 

(b) P10duction plus Imports 1,724 1,646 1,687 1,727 2,280 2 ,661 3,637 3,402 2,971 

(c) Rail Movement 2,707 2,636 2,497 2:555 2,763 3,655 4:237 4,861 5.595 7,308~ 8,4CO 15,248 

~;.. of (c) to (a) 190'0 178•6 167'9 169• 5 148·2 195'7 223'4 278•2 31I' 5 143"30 IOO·O 95·0 

~~ of (c) to (b) 157•0 161·1 148·o 147'9 128·9 137'5 II7•0 142'9 188·3 
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Commodity 1950-51 1951-52 1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1960-61 1965-66 1970-71 

4· Iron & Ot!ur Or~& 

(a) Production 3,655 4·376 4,601 4>459 5,054 5,464 5>744 5>973 6,723 12,500 34,250 54,000 

(b) Rail Movement 3,007 3,816 3.338 4,040 4.330 4.373 4,630 5,351 s,807 10,589 30,825. 48,600 

% of {b) to (a) 21.'3 87•4 12'5 90•6 86•7 8o·o 80'7 89·6 86·· 83'19 90'0 90'0 

5. Mangamse Or~ 

(a) Production 883 1,292 1,46:1. 1,90:1. 1,414 1,584 1,687 1,650 1,200 1,8oo 3,000 5,000 

(b) Rail Movement 867 997 1,468 1,987 1,291 1,378 1,647 1,620 974 1,68o 2,850 4>750 
1:\:) 

% of (b) to (a) 98'1. 7Z'l. 100'4 104'5 85·6 87•0 97'6 98'1. 81 ':I. 93'35 95'0 95'0 ~ 
6. Foodgrains 

(a) Productioq 50,021. 51,175 58,266 68,718' 66,960 65,794 (68,748 62,51I 73.503 76,030 97,000 1,20,000 

(b) Production plus Imports 50,1.35 51,175 s8,z66 70,178 67,770 66,494 70,168 66,091 76,673 . 
(e) Rail Movement 7,68:1. 8,753 8,345 8,3II 8,122 9,044 9,685 11,076 11,945 11,298 14,550 12,000 

% of (c) to (a) 15'35 17' 10 14'30 12.'09 I2'1I 13'70 14' 10 17'71 16·1.5 14•86 15'00 10•00 

% of (c) to (b) 15'30 17' 10 14'30 II'75 Il'98 13·6o 13•80 16'76 1s·ss 

1· Oils11ds 

(a) Prodllction s,o76 4,949 4,659 5,285 6,208 s,643 6,176 6,051 6,919 6,992 9,200 13,000 

(b) Rail Movement, 1,570 1,389 1,509 1,359 1,521 1,766 1,6,p 1,641 1,497 1,890 2,484 2,600 

% 0f (b) to (a) 30'93 28'07 32'39 25'71 24• IS 31'~0 %6'59 27' 12 21'64 27'03 27'00 1.0'00 



8. Vqetabl1 Oils 

(a) Production $05 505 54S 559 140 1,211 2,200 

(b) Rllil Movement 264 264 261 224 345 393 88o 

% of (b) to (a) 52"27 52"27 47"63 40"0 46·63 47'0 40'0 

9. Sugar 
(a) Production 1,037 1,152 1,41!! 1,297 1,o86 1,615 2,001 1,957 1,918 2,450 3,500 4,000 

(b) Rail Movement 983 1,II7 1,333 1,385 1,478 1,336 1,536 1,516 1,382 1,847 2,625 2,8oo 

"!. of (b) to (a) <W79 96•96 79'90 1o6•8o 136·oo 82'73 76'49 77'46 72'05 75'39 75'0 70'0 

10. Raw CottOJC 
(a) PrO'duction 509 54'!! 559 690 744 700 829 832 866 941 1,198 1,750 

(b) Production plus Imports 714 761 697 8o6 867 818 966 914 892 

(c) Rail Movement 517 560 66o 650 716 739 703 680 899 
't-.) 

541 709 1,225 0 
...;] 

% of (c) to (a) 101'6 102•2. 100•2. 94'2 96•2. 105•6 84·8 81•7 62'47 75'32 75'0 70'0 

% of(c) to (b) 72'41 73'59 94'69 8o·65 82·50 90'34 72'77 74"49 6o·65 

n. Cotton Manufactures 
(a) Production 498 543 616 647 635 715 736 170 727 745 871 1,125 

(b) Rail Movement 465 469 495 466 499 548 482 484 430 470 523 619 

% of (b) to (a) 93"4 86•4 8o·o 72'0 78•6 76·6 65·5 62'9 59'1 63•15 6o·o 55·o 

u. Jut• Raw 
(a) Production 586 835 820 552 523 712 766 724 925 944 1,246 1,339 

(b) Rail Movement 463 562 497 466 485 512 720 688 728 802 1,059 1,071 

% of (b) to (a) 79"0 67•3 6o·6 84•4 92'7 71"9 94'0 95'0 78•7 85'0 85·0 8o·o 
~·~-·-· .. ,--



APPENDIX 21-(concld.) 

Commodity 1950-51 1951-52 1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1960-61 1965-66 1970-71 

13. Jute and Jute Manufactur~ 

(a) Production 839 875 852 869 928 1,027 1,093 1,030 1,062 1,100 1,100 1,400 

(b) Rail Movement 267 247 256 232 241 290 269 259 261 277 215 28 

% of (b) to (a) 31'94 28'23 30'05 26•70 85'97 28•14 24'61 25'15 24'58 25•16 25'0 zo·o 

14. Salt 

(a) Production 2,620 2,732 2,824 3.171 2,715 2,979 3,265 3,620 4,135 4,400 5,000 6,000 

(b) Rail Movement 1,551 .1,558 1,521 1,684 1,716 1,858 1,715 1,88o 1,781 2,313 2,750 3,000 

% of (b) to (a) 59'20 58•13 53•86 53' II 63•20 62'37 52' 53 51'83 43'~7 52·s6 55'00 50'0 ~ 
0 

15. Tea co 

(a) Production 271 286 301 263 288 284 298 303 316 324 379 446 

(b) Rail Movement 261 272 239 293 256 258 274 297 285 304 356 419 

% of (b) to (a) 96'3 95'10 79'40 111'4 88•90 90'84 91'95 98·oo 90'2 93'9 94'0 94'0 

16. Paper and Paper Boards 

(a) Production. 108'9 131'9 137" 5 139'7 155"3 184'9 193'4 210•6 253"0 360•0 820'0 1,5oo·o 

(b) Production plus Imports 214'9 218•9 239'5 265'7 286·3 323'9 . 323'4 332·6 332'0 

(c) Rail Movement 189'4 190'0 183•2 206'2 235'9 256·o 266·8 306·o 364'0 310'0 705'0 1,200'0 

% of (c) to (a) 173'9 144'0 133'2 146•6 151'9 138'5 13S·o 145'3 143'9 86·24 86·o 8o·o 

% of (c) to (b) 88·13 .116·8o 76'50 77'61 82'40 79'04 82·so 92'00 109'60 



APPENDIX 22 
Statement showing changes in the distribution of freight traffic 
(ton-Kilometres) between various modes of transport in foreign Countries 

.1930 *1954 

Rail Road Water Total Rail Road Water 

I 2 3 4 ' 6 7 8 

Great Britain, France and West Ger-
many 75 IO IS IOO j2 34 I4 

Other countries in Western and 
Southern Europe 70 s 25 100 49 36 IS 

Eastern Europe 89 I IO IOO 90 ' ' U.S.S.R. So 20 IOO 90 4 6 

TOTAL 75 s 20 IOO 8o i:2 8 

It' U.S.A., U.K. and Franco 

Year Ral Road Others 

I 2 3 4 s 
U.S.A. t 1939 64 9 27 

I958 46 21 33 
United Kingdom : 1954 53 46 I 

1958 44 ss I 
1959 42 51 I 

France : I952 67 22 II 
1956 65 24 II 
1959 6o 29 II 

Total 

9 

IOO 

I® 

IOO 

IOO 

IOO 

Total 

6 

IOO 
IOO 
100 
100 
IOO 
100 
IOO 
100 

•Source :-U.N. Economic Commission for Europe, 
Europe, 1956. 

Economic Survey of 

tSource:-Statisticat Abstract of United States and Year 
information. 

Book of Railrcad 

:source:- U.N. Economic Commission for Europe, Annual Bulletin of 
TransporfStatistics for Europe, 1959. 
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APPENDIX23 

Statement showing av~rage annual ~ate of !ncrease ( +) or 4.ecrease (-) in rail traek 
for different counmes durmg the period 1946-56 

Rail Track Mileage 

Country 1946-56* 1949-55t 

Austria· N.A. -o·os 
Belgium -o·I8 -o·J6 
Canada . +o·42 N.A. 

Denmark +o·63 -o·x6 

France N.A. -o•JI 

Italy +0"42 +o·Sz 

Germany -o·zo -o·04 

Hungary -o·sx N.A. 

Japan +0"75(1) N.A. 

Netherland +x·oz +o·zz 

Norway +o·95 +1·09 

Sweden +o·zs +3"47 

Switzerland N.A. +0·44 

United Kingdom -o·z7 +o·z6 

U.S.A. ' -1·30 -o·zJ 

Yugoslavia N.A. -o·J0(3) 

U.S.S.R. +x·so +o·27(2) 

India N.A. +1·24(3) 

(1) Average rate refers to the period] 1951-56 
(2) Do, 1950-55 : Source : Holland ?~unter : •Soviet 

Tramportauon Policy', 
(3) Souru :'Statistical Year Book of Yugoslavia'. 

*Souru :The International Railway Union, Paris.: 'lnternation.:zl Railway Statistics'· 
t.Sgurce.: U.N. Economic Commission for Europe : 'Annual Bulletin of Statistics' 
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APPENDIX 24 

.A statcmotll showing the capacity and the volume of traffic on the new railway u'nes constructed 
and the dism.J.ntled lines restored during the First Plan which have been opened to traffic 

No. of trains per day each way 
Percentage 

Section Actual utilisation utilisation 

Capacity Passenger Goods Total 

I. Bhimsen-Khairada 12 2 I 3 25 

2. Bijnor-Chandpur-Siau I2 3 I 4 33 

3· Unnao-Madhoganj-Balamau I4 2 2 14 

4· Utraitia-Sultanpur-Zafarabad s 2 2 4 so 
S. N agrota-J ogindernagar 

(a) Nagrota-Baijnath-Paprola 9 3 2i si 6I 

(b) Baijnath-Paprola-Jogin-
dernagar • • 7 2 I 3 43 

6. Mukerian-Pathankot II 6 2i 8l 71 

1· Gandhidham-Deesa 

(a) Gandhidham-Bhildi IO 2 4 6 60 

(b) Bhildi-Deesa I4 3 4 7 se 
8. Gandhidham-New Kandla. 20 s 4l 9l 48 

9· Gandhidham-Adipur II 3 Ii 4i 41 

10. Gop-Katkola 17 I 3 4 24 

1 I. Murliganj-Madhepura 6 3 i 3l ss 
u. Diggi-Toda Raisingh s 2 2 2S 
13. Chunar-Churk '7 2 2i 4i 64 

14. Tinpahar-Rajmahal I7 s 2 7 41 

IS. Vasad-Kathana IS 2 I 3 17 

I6. Shoranur-Nilampur Road I6 2 i 2l 16 

I7. Bhagalpur-Mondar Hill 7 4 I s 71 

IS. Madura-Bodinayakanur 7 2 l 21 3S 

19. Arantagi-Karaikudi I2 3 I 4 33 
. 20. Rail link to Chandigarh II 4 4 I 73 
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APPENDIX 24-.-concld. 

No. of trains per day each wa? 

Section Annual utilisation 

Capacity Passenger Goods Total 

21. Pathankot-Madhopur 21 2 2 

22. Pihij-Nadiad 14 
(mixed) 

I 3 4 

23. Rajkot Town-Rajkot Junction 
(mixed) 

IO 7 2 9 

24. , Bhimgarh-Palasthali . 10 2 I-6 3-8 

25. Bobili-Salur 8 5 I 6 

Percentage 
utilisation 

10 

29 

90 

3o-8o 

15 


