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BARRIERS TO INTER-STATE TRADE
AND COMMERCE - THE CASE OF
ROAD TRANSPORT

Bibek Debroy and P.D. Kaushik

Section 1: Introduction

The free flow of trade, without geographical basjeis asine qua nonfor
economic prosperity, nationally as well as inteomatlly. The European Union has
accordingly removed barriers among countries. tine that India removed barriers
within the country.

The Indian polity has a federal structure. But amragement is necessary to
ensure harmonisation and facilitate Inter-State d&raeand Commerce without
hindrances. Hence, Inter-State Trade and Commats@me elements of Intra-State
Trade and Commerce are a Central responsibility.example, Part Xl (Articles
301 through 307) is devoted exclusively to tradé emmmerce. Several other matters,
incidental or necessary to trade and commerce,alm@ a Central responsibility,
through exclusive or concurrent jurisdiction. Aleéis 14 through 19 also have a link
with trade and commerce. The regulation of Intet&tTrade and commerce is
assigned to the Centre primarily to ensure thariBtate rivalries and competition do
not lead to tensions and constraints. While ther@ general declaration in the Indian
Constitution that trade and commerce should be, fiee Centre and the States
(especially the former) have the power to reguldteis is unlike countries like
Australia where Inter-State Trade and Commerceeis &nd the government has no
regulatory powers.

The Indian business environment should refleceamtess flow of Inter-State
Trade and Commerce. This doesn't happen. Compfeamsindian industry, especially
the transport sector, relate to issues of taxgtoth Centre and State), regulation by
States on the movement of goods, frequent stoppageslelays under administrative
rules and inspection agencies. As a result of exeestaxation and delays,
transportation and transaction costs increase,hwicher increase the final cost of
the product, distorting competition in the domestiarket. Most complaints concern
the road sector, which is primarily in the privatemain. Railways are a different
proposition and are not the concern of this papat.incidentally, similar complaints
also emanate from inland waterway operators, atjhdbese account for a negligible
share of surface transport.

! Rajiv Gandhi Institute for Contemporary Studiesefrared for the National Commission to Review the
Working of the Constitution. The authors expresartgratitude to Cl1, FICCI. the Asian Institute of

Transport Development, National Institute of Pulflinance and Policy and All India Motor Transport

Congress for help with data and information.



Section 2: Road Infrastructure

India has one of the largest road networks in tbhedy although this should be
normalised for geographical area, size of the emgnor population. This sufficed,
although till the middle of the 19th century, mésinsport of goods and passengers
was through rivers and roads. After the introduci@md development of the railway
network, roads lost their importance, till the fficgiarter of the 20th century. But the
First and Second World Wars emphasised the neelbefiber connectivity, networks
and well-maintained roads because of the presenceautomobiles. After
Independence, inadequate development of railway$ warped railway tariffs
increased the importance of the road sector evar.mo

The country's total road length is over 2.1 millkon, with three components:

() Primary road system with National Highways;

(i) Secondary and feeder road system with SHitghways and major District
Roads; and

(iii) Rural roads, including village roads and éttbistrict Roads.

There is an urgent need to upgrade the road syistén@ country by widening
and strengthening existing highways, reconstrugtiening bridges and
constructing expressways. While the governmentgrasided increased budgetary
allocations for projects in the highway sector &ad undertaken major upgradation
initiatives in high-density corridors, it has naemn possible to allocate sufficient funds
because of competing demands. Inflow of privatdoseitinds is possible in limited
areas, where user charges can be recovered.

The existing high-density roads are gradually ggttover crowded with the
local traffic of towns, thereby requiring frequdaypasses. The NH (National Highway)
networks are now designed to carry only long distaraffic. For local traffic, the focus
is shifting to the use of side-road facilities. Bes, there is a very serious problem of
overloading of vehicles. Two axle commercial vedsclcarry double the permissible
load with the connivance of road transport autlexitThis leads to huge corruption of
about Rs. 20,000 crores every year and also resulteduction of design life of
pavements by 30 to 60 per cent. The government epdspending much more on
maintenance. Bad roads cause reduction in avepsgs ©f vehicles by 20 to 30 km
per hour, leading to an estimated loss of Rs. ZDt6@0,000 crore every year.

Section 3: The Angle of the Constitutioh

Constitutional provisions need to avoid if¢ate rivalries and tensions. The
European Community came into existence with a fagusllowing free movement of
goods' Initially, the coverage of goods was limited. Boe benefits of free movement
motivated broadening of the coverage until we nawenot only a common market, but

FICCI (2001).

*This section draws oBraft Consultation Paper No. 17By P.M. Bakshi, submission made to the
National Commission for Review of Working of the r&titution, Freedom of Trade, Commeread
Intercourse throughout Indi€2001).

* Treaty of Rome (1957).



an economic union.

While the need to avoid Inter-State barriers wasicigated in the Indian
Constitution and judicial pronouncements have ptetk free movement rights, a
Constitution drafted many years ago couldn't hattecipated all the issues that could
arise fifty years later. Article 301 uses expressidike trade, commerce and
intercourse, and throughout the territory of Indat there remains scope for
interpretation.

The Indian Constitution borrowed the expressiontefitourse” from the
Australian Constitution. Section 92 of the AustaliConstitution says, "the imposition
of uniform duties of customs, trade, commerce amdrcourse among the States,
whether by means of internal carriage or navigatgirall be absolutely free." The
wording used in Article 301- “"throughout .the temy of India" allows a State
legislature by law to "impose such reasonable iotistns on the freedom of trade,
commerce or intercourse with or withihat State as may be required in the public
interest.® This wording is wider than the expression "amohg States", used in
Section 92 of the Australian Constitution or "amdimg) several States” used in Article 1,
Section 8, Clause (3) of the Constitution of thetéthStates.

Constitutionally, legislative power relating to demand commerce is restricted,
in the first place, by Article 14 of the Constituti which guarantees equality before
the law and equal protection of the laws. Seconlliicle 19, inter alia, guarantees to
every citizen the right to carry on any trade, bess or profession, subject to reasonable
restrictions, which may be imposed in the inteoéshe general public. It is not merely
an element of discrimination (between one group amother) that is material. The
restriction must also be reasonable and in thedsteof the general public. Articles
301-304 are further indications of restrictionstioa legislature or executive.

Restrictions on Parliament's power (Article 301yibe this group of articles by
stating that subject to the other provisions ok tRiart of the Constitution, trade,
commerce and intercourse throughout the territbipdia shall be free. The very next
article-Article 302, authorises Parliament to imgoly law, restrictions on the above
freedom in the public interest. Although Article238oes not require that the restriction
must be reasonable, that requirement follows (lolcjal interpretation) from Article
14 and (by express provision) from Article 19 (§)iread with Article 19(6).
Parliamentary power under Article 302 is also sttbje the restriction imposed by
Article 303(1). This prohibits the enactment of alayv (by Parliament or State
legislature) which gives preference to one Statr @nother or a law discriminating
between one State and another by virtue of anytfglaging to trade and commerce in
the legislative lists. This can be compared toiBe®@9 of the Australian Constitution,
which provides- "The Commonwealth shall not, by dayw or regulation of trade,
commerce or revenue, give preference to one State part thereof over another
State or any part thereof."

Under Article 303(2), of the Indian Constitutiorgwever, the restriction referred
to in the above sub-paragraph can be relaxed Hiamant through law, for dealing

® As provided by Article 304(b).
® Parag Ice & Oil Mills Vs. Union of IndiaAIR 1978 SC 1296.

" Hanks Australian Constitutional Law (1985).



with a situation arising from the scarcity of goadsny part of India.

Indian States are empowered to legislate on tradecammerce for subjects under
the State list, entry 26 (subject to the Concurlishtentry 33). However, the words of
Article 301 cover trade and commerce, wittiie State alsbArticle 302 is not relevant
for States. But Article 303(1) declares that neittine State legislature nor Parliament
shall have power to make any law, giving or autiing the giving of any preference to
one State over another or making, authorising errtfaking of any discrimination
between one State and another by virtue of any eslting to trade and commerce in
any of the lists in the Seventh Schedule. Artid&(2) is not relevant to the power of
States.

Article 304, Clause (a), provides that a Stateslagire may, by law, impose on
goods imported from other States or the Union Tares any tax to which similar
goods manufactured or produced in that State dpgectu However, this must not
discriminate between goods so imported and goodwsaswifactured or produced. This
article permits State legislatures, by law, to isgsuch reasonable restrictions on the
freedomof trade, commerce or intercourse with or witliattState, as may be required
in the public interest. At the same time, underpf®iso to Article 304(b), no Bill or
amendment for the purpose of Article 304(b) shallifiroduced or moved in a State
legislature, without the prior sanction of the Riest.

Article 304(b) applies only if the restriction isasonable. Courts have Heidat
the test of reasonableness is the same as thaapplder Article 19(6). Further, it is
the State that carries the burden of establishitey reasonableness of the State
legislation in questior’

Article 19(1) (g) of the Constitution com$g on all citizens, the right to practice
any profession or to carry on any occupation, tradéusiness- though this right is
subject to Article 19(6). In fact, it is in consoca with the provisions of Article 301.
There is some overlap between Article 19() (g) @dmticle 301, but some points of
difference between the two are as follows:

(i) Article 19(l) (g) is confined to citizens,hie Article 301 is not.

(i) Article 19() (g) refers to "profession, oqeation, trade or business"”, while
Article 301, speaks of "trade, commerce or intersel

(i) Article 19(l) (g) does not contain the worthroughout the territory of India”,
which occur in Article 301. In this sense, Articl®(1) (g) may be relevant for
international trade also. Article 301 may not benstoued to apply to
international trade.

(iv) Article 19( 1) is subject to the provisionsAticle 19(6) (which permits the State to
impose certain types of restraints). Article 30hat so subject, though it is very
likely that it will be construed as so subject (e principle of harmonious
construction).

8 (a) Atiabari Tea Co. Vs. State of Assam, AIR 191232, (b) Automobile Transport Ltd. Vs. State of
Rajasthan, AIR 1962 SC 1406,1423 and (c) Stateaufrls Vs. N.K. Nataraja Mudaligk|R 1969 SC
147, 154, 155.

® (a) Vrajlal Vs. State of Madhya Pradesh, AIR 19119, (b) Oudh Sugar Mills Vs. Union of India, AIR70 SC
100.

10 Rai Ramakrishna Vs. State of Bihar, A3 SC 1662, 1675, 1676.



(v) Article 19() (g) confers a fundamental rigfdn citizens). In contrast, the right
conferred by Article 301, though a constitutionaht, is not a fundamental
right.

(vi) Article 19(I) (g), though it is subject to Aete 19(6), is not made subject to any other
express qualifications. But Article 301 is madejsabto Articles 302 to 307.

(vii) Article 19 is primarily intended to restrilgigislative or executive action, but has no
direct relevance to the concept of federalism.dntiast, Articles 301-307 have a
direct relevance to the concept of federalism. @free, this does not imply that
Article 301 is confined to federal controversids. possible scope can be much
wider.

(viii)for the reason mentioned earlier, in manggaedings invoking Articles 301-307,
disputes can arise between the Union and a Slatbgtween States, - thus
attracting Article 131 of the Constitution. In coagt, in cases under Article
19(1) (g), the controversy will be normally litigak between the government and a
citizen.

Section 4: The Indian Trucking Industry

In the post-Independence period, the rail dominatsthomy has become a road
dominated one. In 1950-51, railways carried 89ceait of total goods traffic and roads
carried only 11 per cent. Recommendations of varldammittees to determine model
shares of rail and road in respect of both passeargkfreight traffic have gone away.
For example, the National Transport Policy Comraiftd TPC) in its report submitted
in 1980 had recommended that at least 67 per ¢dright traffic should move by rail
by the turn of the century.

The growth of road traffic is evident from the giow number of trucks over the
years. The number of goods vehicles was 82 thousat@bl and 3.43 lakh in 1971. But
it increased to 13.56 lakh in 1991 and 22.60 laki996-97. Estimates made by the
Asian Institute of Transport Development (AITD) jat a doubling in the number of
trucks in another ten years.

However, data on vehicles actually plying on roads not available. As per the
RITES study on Road Traffic Flows (1998), the nunidfdrucks was expected to rise to
26.90 lakh by the turn of the century and to 28akd by 2005. The Working Group on
Road Transport for the Nineth Five-Year Plan has atade similar projections. Their
projections are based on the trend data for 196&A@6the assumption of differential
growth rates (6 per cent, 6.5 per cent and 7 paj.cé/hile light commercial vehicles
(LCVs) are projected to increase between 1 andrillibn by 2002 and between 1.7
and 3.1 million by 2007, heavy commercial vehi¢ld€Vs) are estimated at between 2
and 2.5 million and between 2.8 and 4.2 milliorspetively. At present, a figure of 1
million for LCVs and 2 million for HCVs is a safeeb

The Working Group on Road Transport for the Ninétve-Year Plan (1997-
2002) estimated that the freight traffic will betle range of 1276-1700 billion tonnes km
by the terminal year of the plan and it was likielybe in the range of 2054-3480 billion
tonnes km by 2007. The shift in freight movemealrfrrailways to roads has taken place

1 AITD (1999).



despite rail's advantages in terms of bulk freigitvement, carrying potential, and
economical landing cost.

Reasons Favouring Road Transport Vs. Railways

» Rating policy of railways is commodity-based afwl certain commodities,

like iron and steel, cement, freight rates by aasé more than that by road.
Cross-subsidisation of passenger traffic distailsvay tariffs.

® Change in the nature of goods moved. It is notmaaterial alone, but semi-

finished goods that are also placed on longer hauls

® Centres for production of major bulk commoditiés Ifertilisers, POL steel
are now spread throughout the country. This hagtedsin reduction in

lead for movement of these commodities.

® Railways discourage less than trainload. Moreowsly end-to-end
through  running of freight trains meeting rd@ad movement of bulk

commodities are given preference.

Trucks are more easily available than railway wagon

® Railways lack flexibility in movement and do notopide door-to-door

service.

It would be in the national interest that the shafetraffic by rail should
increase. This should be possible through a cortibmaf appropriate measures such
as transport pricing, taxation and other instrummertd comprehensive reform in the
functioning of the railways. But this does not méfaat roads will become unimportant.
With the diversification of the economy, the shaféhigh value low volume traffic is
bound to increase. This traffic's needs have tonbe by roads of high quality and
efficient inter-modal container services (rail fime-haul and road for feeder services).
Thus, there is immediate need to promote multi-rhd@dasport so as to optimise
investments and improve overall distributive aadsport efficiency?

The Structure of the Trucking Industry*3

At present, there is no regular arrangementttfe collection of data relating to
trucking operations. The structure of the truckindustry can be studied as a system
consisting of truck operators, intermediaries asels1 The structure is adversely affected
by factors like nature and cost financing, vehitdehnology, absence of wayside
amenities, road condition, detention of vehiclasiving additional fuel cost, increase
in turnaround time leading to under-utilisation \a@hicles, and the legal framework

12 Malik Shazia (2000).

13 various organisations have conducted field sunaysoad transport in the last five years, theslate
comprehensive survey on motor transport was coedudly the Asian Institute of Transport
Development in 1998. This paper uses the ABLDvey as a benchmark.
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(provisions of the Motor Vehicles Act, the Motorafisport Workers Act, the Carriage
of Goods Act, etc}* There is ease of entry and exit from the truckimdustry as
compared to other sectors. There is no schemeefpstration of transport operators.
Large transport companies are registered undePdnmership Act or the Companies
Act. The Motor Vehicles Act only mandates registnatof vehicles by owners and
obtaining a permit for operation. There are no ions for qualitative aspects, such as
professional competence, financial standing, gepdtation, etc., essential requirements
in countries like UK and USA.

Ownership Pattern

The majority of goods transporters are small opesabwning one or two trucks.
In a few cases, these operators own between 5 ttut®s. The trucks are not
registered in one name, presumably to avoid incaaxe obligations and labour
legislation. Another aspect of the industry is de@endence of transporters on booking
agents and intermediaries. Small operators ardvedanly in the physical movement
of goods and depend on booking agents and othet dlgerators/transporters for
obtaining business. Some of them are attached for tnansport companies, brokers
and vehicle suppliers. As a general practice, sojadrators do not come into direct
business contact with users.

The AITD survey in 1998 reveals that the structirne trucking industry is skewed.
This ownership pattern clearly confirms that snoglerators continue to dominate this
industry. However, an interesting feature obsemedng the survey is that very few
operators admit of owning even up to six trucksilédthhe same person may expand his
fleet by acquiring additional trucks, he prefersjibg these additional vehicles and
applying for loans in the name of another persdms s mainly done to avoid the
application of the Motor Transport Workers Act. Almer reason for the dominance of
small operators is the type of experience in bgsinglost operators in this industry are
in their family business - 56 per cent of truck e surveyed have been in the
business from 1 to 10 years, 30 per cent from 120tgears and 15 per cent for over
20 years.

Classification of truck operators is possible oe Hasis of spread and extent of
operations into local, regional and national castidnother classification can be on
the basis of fleet sizes owned by them, for exapgoall truck operators (< 5 trucks),
medium-sized operators (6-50 trucks), and largeadpes (> 50 trucks). The survey also
revealed that medium and large sized operatorsechtancks to the extent of 10 to 12
times their own fleets. They get these either thholorry suppliers or directly from
single truck owners. Some fleet operators encoutlagje own employees to become
owners of trucks by providing financial assistarstdyject to the condition that vehicles
should be permanently attached to companies. instexf Goods Assignment Notes
(GAN), these currently account for as much as 87cpat of the business. Large fleet
operators have a network of branches in varioiesgcitesulting in a major market share.
The survey revealed that big fleet operators haalibeit 12-15 per cent business in their
own trucks and the balance is handled throughdiiacks from small operators. The
dominance of small operators in the trucking indust a negative aspect, because of
low economies of scale.

 Puri. B.N. (2000).



Given the fragmented nature of the industry, achge economies of scale is
difficult. With the objective of improving produgtty, the government set up various
committees from time to time. These committees uidet the Study Group on
Transport Planning (1955), the Committee on Trarispolicy and Co-ordination
(1966) and the Study Group on Viable Units (196Woag others. A specific
commonality is the adverse impact of ownership goatton productivity in the
recommendations of most committees. Most commitiersidered a single truck firm as
a nonviable firm, suggesting horizontal and vekii@gration of operators into registered
associations and co-operative societies for agpiiommon facilities of servicing,
repair and maintenance.

Driver Pattern

There are about 4.4 million truck drivers in theuroy, the majority of them
operating as an unorganised lot. Very few transpguetators admit of owning even up to
six trucks to avoid the application of the Motoaisport Workers (MTW) Act. The root
cause for violation of the law is that 77 per cehtruck owners are small operators.
These small operators do not come under the purefdhe MTW Act because Section
3 of the Act explains that the provisions of the Ace applicable to employees of only
those motor transport undertakings that employ @iwenore motor transport workers.
Since most are small operators, these operatorgegistered under the Shops and
Establishment Act. Around 13 per cent of ownergegitrive the vehicle themselves or
engage drivers. But a majority of owners hire a&efrto drive the vehicle.

Contrary to common belief, a recent survey hasaledethat 80 per cent of drivers
are literateé®> Most of them were aware of road safety, fuel &fficy and health
considerations. Despite clear rules and regulati@ns down in the MTW Act,
legislative provisions have been consistently vexla

¢ 66 per cent of drivers drive continuously for mtran 9 hours a day; 20 per cent of
drivers drive for more than 12 hours a day. Only80cent of drivers drive for 5-8 hours
continuously a day.

¢ Between two driving spells, only 6 per cent of driv take rest for more than 8
hours. In all cases, one driving spell is equiviaiery2 hours or more.

Given the rising population of trucks on the roaitlss evident that the total
number of truck drivers will double in the next tegars. In spite of this, there is no
perceptible change in the working environment afuak driver. The frequency of a
driver returning to base is quite low for most drsz A survey conducted in 1998 showed
that more than 21 per cent of drivers returnedhédr base only after eight days of duty.
About 47 per cent of drivers returned to their bafter 5-8 days of duty, 19 per cent
after 3-4 days. Only 12 per cent returned to thage in less than two days.

Truck owners and transport companies hawarstitle regard for the usual norms of
working hours prevalent in most industries. In deped economies, there are clearly
laid down laws that prohibit any heavy vehicle drito remain at the wheels for more
than 4-6 hours. These norms have been framed stotojlensure that the driver gets a
decent break and rest from his work, but also t&ensaure that road safety norms are
honoured. A driver also performs a multiple role éperators. He often acts as the

'3 Literacy in a strict sense means reading and ngritind there can be a dispute about whether the
literacy definition is adequate



supervisor of loading and unloading operations. édnpressure from the owners,
overloading becomes a common phenomenon, alongottitr violations. The driver's
other job (besides driving) is to act as wheeler dealer on behalf of the operator with
various official agencies on the way, for exampleCR DSO, forest officials, tax
check post, etc. Often, the driver also attempt®date a load on the return journey.
Around 44 per cent locate the load by themseluwehgbly because they do not want to
pay the commission to brokers for getting the [ad.

Intermediaries Pattern

The trucking industry has a number ofrmiediaries who play a useful role in the
provision of efficient transport services. Thesgide booking agents (also called transport
suppliers or transport contractors) and brokerssélplayers basically perform the function
of middlemen for truck owners. While the brokeaiperson (or a group of persons) who
takes commission from truck owners and ensuresupely of trucks to the transport
contractor, the booking agent engages in the bssioé collecting, forwarding or
distributing goods carried. In addition, some asth agencies also provide finance and
godown facilities. They usually operate from porbjpct sites and mega-production
centers. To cater to this type of road transpodnymof the conventional transport
companies have created a separate division, naitmhyractor division'. Transport
contractors and contractor divisions compete antbegiselves to acquire contracts
for transportation of cargo of major consignorse Barvey conducted by CIRT in 1998
revealed that around 44 per cent of small oper#teraselves take up the multiple role of
a transporter, broker and booking agent. This iedo save on commission due to these
agencies and reduce the cost of operations. Boakgegts/transport contractors and
brokers are at present an unregulated lot. Theserpl determine freight rates to a large
extent and act as powerful agents of the truckidgstry. There exists no code of conduct
for their modus operandi.

Economists will consider the prevailinguaiion as one that comes close to perfect
competition, since there is a large number of preduiof trucking services and none of
them is big enough to influence the price line. &ta matter of fact, freight aggregators
and their agents influence prices the most, bedhagealone have the financial resources
and market information necessary to influence tteedine. The transport contractors
guote and settle freight rates with consignorssélage negotiated rates and are valid for a
given period of time. Truck owners depend on brekewho have day-to-day
arrangements with them, for obtaining goods forgpartation. Brokers arrange the goods
for truck owners from booking agents at the prawgiimarket rates, for which they
charge their brokerage, which ranges from Rs. @@st 400 per vehicle per trip. It has
been observed that freight charges paid to truckeosvhave no relationship with the
type and load of freight arranged through brokBrekers and booking agents settle the
freight rate at which the truck owners operate.

It has also been observed that in certases, there is an agreement between a
broker and a truck owner for a stipulated periagkindy which the former arranges
guaranteed freight at rates fixed in advance. Hyenent of freight charges to the truck
owner is done in two parts, namely, 20-30 per d¢entgross freight charges if paid
before commencement of journey and 70-80 per citet delivery of cargo, called
'‘pahunch'in common transport parlance. This is an acknovdetint of receipt of

16 Bhattacharya, A.K. (2000).



goods by the consignee recorded on the documélnglmice) issued by the transport
contractor at the point of origin. Thgahunch'may be paid either at the destination or,
in certain cases, at the originating point, on metd A study undertaken by Indian
Foundation of Transport Research and TraifiRgRT) on truckers revealed that while
in 10 per cent of cases, payment of balance fraightges is made promptly to the
owner on submission gbahunch',70 per cent of cases suffer delays. It is alsortego
that at the destination points or nearby, soméefttansport contractors have set up
their own separate windows, where they provideaimstash to truck owners on
payment of certain amount as discount. The persngaged in discountingahunch’
are called Angarias. It is reported that Angarias adli@ound Rs. 200 to Rs. 600 on a
freight amount of Rs. 10,000 for 15 days to 60 ddgpending upon the credit rating
enjoyed by the transport contractor.

The majority of brokers have been in thsifiess for more than eight years and are
sole proprietors, indicating that new entrants fese in number. This business has
developed as a family business rather than asisegamdustry .As regards the level of
education of brokers, the survey indicates thgbé&4dcent of brokers are educated up to
matriculation level and only 36 per cent are gréeliaThis low level of education is
responsible for lack of professionalism in the bass. Around 45 per cent of brokers
ensure the transport of goods on faith only. Burige35 per cent will give the loads
only to known truck operators, which clearly undess informal relationships in the
trucking industry. On the other hand, truck ownalso approach brokers for truck
loads without any written agreement. Brokers cldmat their role in providing rest
rooms, vehicle parking facilities and liaison wahforcement authorities is valuable. But
the survey result contradicts such claims, as dride not actually get these facilities.
The role of brokers is limited to locating loadsijrfg freight rates and ensuring cash
advance against freight charges.

In the perception of brokers, there shdwddlegislation for timely payment and
penalties for delay in payment. While 46 per cdriirokers said that they did not face
any problems from truck owners, 42 per cent compthithat there were problems of
delays in delivery. The commission to brokers igl gather as a fixed sum or a fixed
percentage of freight charges, depending upongreeaent with the truck operator.

Other Issues Influencing Industry Structure

Other Factors Influencing Industry Structure

* The Carriers Act

* Outmoded laws on trucking

* High cost of financing

* Wayside amenities

» Technological changes

* Vehicle detention - Monitoring and check
* Vehicle detention - Taxation obligations

The Carriers Act lays down the liability for los§ ar damage to goods caused by
negligence of the carrier or fraud of his servaatg@nts. It is well known grievance of

7 Gupta, D.P. (2000).
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the truck industry that highway safety and secundye deteriorated due to the poor
law and order situation in the country. Besidedjamaetworks operate in connivance with
local authorities for safe passage in their tagitdcChakka Jaam', bandhs and civil
disturbances have become too frequent. Instanceshafles being waylaid and robbed
have increased over the years. The ambiguous til&firior 'loss of or damage to the
goods caused by negligence of the carrier' in tbiefésther adds to the woes of truck
operators.

Laws related specifically to the trucking ustry, including provisions of the
Motor Vehicles Act, are outmoded and do not meetddmands of a modern economy.
The provisions of MTW Act regulate hours of workasfy person engaged in operating
a transport vehicle. For example, Section 91 ofdtteprovides for 8 hours of work for
drivers, which according to many studies and sgbe#i¢tices in developed countries,
should be 4-6 hours. Moreover, poor enforcemestioh rules and long working hours
without rest in the trucking industry is a commdrepomenon, endangering road safety.
Lack of co-ordination between the Labour Departmesgponsible for implementing
the MTW Act and State Transport Departments is amesiple for poor
implementation. Further, the MTW Act is applicaldely when the undertaking
employs 5 persons or more. Under the present olwpgyattern, a major section of truck
operators are outside its jurisdiction.

High cost of Financing is a major problérands are available to Small Transport
Operators(STOs) under the priority sector lending scheme arhroercial banks and
public financial institutions. Under this schemeick operators owning less than 10
trucks can obtain finance, generally for purchdsehassis, at reasonable rate of interest.
But truck operators face a variety of problems ankbfinancing. Banks are hesitant to
lend because of the fear of default in repaymeiant; no loans are given for meeting
working capital requirements or financing used elglsi or even for body-building. The
repayment period is short, ranging from three to feears. Margin money requirement
ranges between 25 and 40 per cent. Such policiesnk financing benefit the relatively
richer transport operators, who are in a posit@odntribute margin money from their
own resources and are capable of meeting workipgataequirements. On the other
hand, small operators depend on private financiitly lwgh rates of interest, which in
the long run, increases operational costs of trtftks

There are no organised wayside amenitiesntenance and repair facilities and
parking spaces along highways. Indiscriminate parkif trucks on highways and on
carriageways of towns and cities, encroaches upanesreserved for pedestrians, as
well as for moving vehicles. To address this isghe, government sponsored the
Truck Operators Highway Amenities Society (TOHA®d introduced the Passenger
Wayside Amenities Scheme. But these initiatives thalde shelved due to the lack of
necessary support from state administrations astddaresponse from truck operators.
Besides resting facilities, trucks also need aitahwhere the journey may commence or
end and prepare for the next assignment. Saxe88,(2900), among many others, has
mentioned that absence of truck terminals hastegs on- street handling of goods and
parking, creating further congestion in urban aentr

Vehicle detention is the greatest maltosahe trucking industry. Smooth flow of
goods carriage is hampered by frequent stoppagehifles for a variety of reasons. For

18 Srinivasa-Raghavan, T.C.A. (2000)
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example, vehicle detention can be due to truckpegations or goods carried in the truck, or
both. Trucking operations cover a wide range adsrike inter or Intra-State permits, road
tax, load checks, local police check post, etc.tBetmore serious and time-consuming
detention is on account of goods carried in thektrMehicles are frequently detained for
checking essential documents, like sales tax, ipendry permits, etc. Besides, there are
numerous other reasons under different legal pamgsthat can detain a vehicle, like
check on the movement of essential commoditiesk nfzarketing, weights and measures,
food adulteration and hazardous chemicals. Thesekshare generally conducted by
respective agencies at separate points, resuitimgiie than one detention. At the same time,
there exist flying squads or surprise checking geather than normal checkpoints, which
are empowered to stop and check the vehicle apainy within their jurisdictional limits
and detain the vehicle for any violatibhDetention of vehicles causes loss of time, high
fuel consumption and idling of vehicles, leadingutwer-utilisation of transport capacity
and adversely affecting operational viability.

Vehicle Detention
Trucking Operations

e RTO Checkpost Documents rated to truck Road
tax, Load requiremen

« Police Checkpos Driving offences, Maintaining traffic safe
Law and orde

Goods Related-Checkpost

e SalesTa

e QOctroi

e Entry permit

» District Sugply Office
* Forest Produc

e Tolls

Others

» Checking by Flying Squads of any agency

*  Movement of essential commodit

» Miscellaneous checks by respective authorities

It does not help that the road network suffers ffmor road geometry, weak and
narrow bridges, frequent access from side roadsatio roads, congested city sections,
poorly designed road intersections and existendéevet crossings.

Section 5: Travails of Trucking

The story of an Indian truck driver is one of negldhe truck driver is neglected
from all quarters - his immediate employer, varigogsernment agencies he has to deal
with on the road, even automobile manufacturers wramluce the truck he drives.
Compare his role with his counterparts like theirgriver or pilot. Yet he is regarded
as an incarnation of Lord Yama on the road by nfatigw travelers, because of his
past record of fatalities.

9 Singh MP. (1998).
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Chilling Statistics
Trucks are responsible for 30 per cent of totaldect fatalities, though they form
only 5.2 per cent of the vehicle population.
Around 36 per cent of truck accidents occur durniogmal sleeping hours.

May and June are the most accident-prone monthsnaord truck accidents

occur during the summer season as compared toitiierwseason.

Head-on accidents, followed by rear-end collisidosn the largest percentage

(70 per cent) of truck accidents.

Nearly 50 per cent of accidents involving trucksuwcnear road junctions and

inhabited areas.

About 48 per cent of accidents are hit-and-run £a8his percentage increases
in the case of State highways and lower categagso

Rash and negligent driving is the biggest caus@@xent) of truck accidents.

70 per cent of persons succumbing to injuries dithe spot, while another 7 per

cent die on the way to hospital.
Deficiency in highway design features is the caafseany fatal truck accidents.

Overloading of vehicles, long hours of crew dutyoxication and low levels of training
are the major contributory factors in accidents.
- Based on Studies by CRRI, IIT and AITD

AITD figures are that there are around 5 millioock drivers in the country. This
estimate is based on the assumption that therabarg 2.5 million trucks in the country
and each truck has two drivers. Given the riseumlmer of trucks operated for goods
transportation, the total number of truck drivershe country will double in the next ten
years. In spite of this, there is no perceptiblenge in the way the road transportation
sector values the contribution made by truck dsvéhis has led to poor quality of life
for most drivers, undue harassment by official agges) etc. The frequency of a driver
returning to base is also quite low for most dsvds it possible that such conditions
have led to a higher number of casualties?

For instance, what facilities do truck drivdrave for night stay or for rest during

long journeys? The AITD did a survey of driversl®98 and found that 75 per cent of
drivers opt for a night halt at roadside 'dhabagiich can be described as small
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makeshift restaurants that provide cots doublingliamg tables, as well as sleeping
beds. A large proportion of the sample spent nigliis on the roadside in their trucks.
In the US, trucking firms began taking more a syiingic view only after a huge

shortage developed in manpower resources. Inidgtther better support services will
be provided depends also on the tightness of thiketnfor truck drivers. This variable

will not change in India for a long time becausetlod excess of supply of truck
drivers. Hence the emphasis on other variablebafige.

Truck owners care little about the welfafedrivers. Absence of basic work
support facilities has remained unnoticed for gsdme time. A night halt at a roadside
dhaba is accepted by society at large. Truck owmere shown even less regard for the
usual norms of working hours prevalent in most #tdes. Most developed countries
have clear laws that prohibit any heavy vehicleadrfrom remaining at the wheel for
more than 4-6 hours at the most. These norms heeme fibamed not just to ensure that
the driver gets a decent break and rest from hig, Wit also to make sure that road
safety norms are honoured. A tired driver is a tthia road safety, particularly when he
is at the wheels of a heavy commercial vehicle.

But as the AITD survey showed, truck drsvier India function in a different world.
About 20 per cent of drivers confessed to driviagrhore than 12 hours a day. More
than 44 per cent of drivers drove their vehiclas%d2 hours a day. Only 5 percent
admitted to driving for 4 hours per day on an agerdhere is an additional problem on
the insurance front. Around 80 per cent of vehitlase a comprehensive insurance
policy, while 20 per cent have third party insuranc

Woes of Trucking

The poor infrastructural support for theck driver has given rise to a series of
problems that cannot be overlooked. Driving a fupded truck in India's traffic
conditions, including poor and badly maintained dgyacan be a challenging
proposition. Poor working conditions only aggravaiee problem. All such
weaknesses accumulate and insensitiveness to safetg is often a resuff.

The AITDsurvey revealed that most truck drivers are aggeess the road. They
frequently indulge in overtaking, over-speeding acdupying the centre of the road,
even in two-lane carriageways. Besides, truck simever follow a particular schedule.
For instance, even if a truck has two drivers oty,dhere is no scheduled halt for rest
for either of them. There is no fixed time for restmeals. Intake of alcoholic drinks is
prevalent over long distances. Worse, drivers lmen caught napping at the wheel,
particularly towards the end of a long driving $getore than 10 hours). Poor road
conditions, frequent stoppages and delays, coryéstdways and ill treatment from
officials also contribute to the problem.

Consider a life of the truck driver. Hi®mk starts and ends in the driver's cabin.
Technically, most Indian truck manufacturers hattke Iregard for the truck driver. The
driver's cabin is a cramped cubicle, where theedrand his associates hardly find
enough space to move their legs and hands frebf dfiver's cabin is an extension of
the main body of the truck, and not a separateoseds is a common feature in trucks

2 Bhattacharya A.K. (2000).
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in developed countries. But more than that theetls\cabin is right on top of the engine.
The cabin and the load body are not on separat®iptes, resulting in extreme heat,
vibrations, noise, poor comfort and poor protectiothe drive* Working under such
extreme conditions influences the senses of tiverdiWorst of all, about 95 per cent of
the trucks are two-axle rigid trucks, where ovetlog is a common phenomenon. Poor
vehicle design and use of poor quality materialaimpant in the truck bodybuilding
business. The body-building industry is completalyhe unorganised sector and does
not come under any regulatory control. Nor is ttarg uniformity in design features and
standards. The way trucks are fabricated requieedriver to be adept in acrobatic skills,
because he has to climb up to get into the drizaisn.

The work of the truck driver starts everfiobe he begins his journey. The driver
often plays multiple roles. He acts as the supanid loading operations and takes
complete charge of safe loading and unloading @fdgo In extreme cases of short
supply of labour, he also transforms into a laboacethat the loading/unloading work
can be completed in time. On a few occasions, $w @ rforms the job of labour scout
for the consignee. In order to get the maximum athge, owners also impose
pressure on the driver to carry the entire load isingle trip, even if the truck is
overloaded and violates the loading regulation.

Once he is on the road, very often, heaisled up for violating city traffic rules.
His efforts to mollify the policemen begin from teeOnce on the highway, the Regional
Transport Officer (RTO) takes over. Instead of lieting highway traffic, the RTO
and highway police lose no opportunity to harass tfuck driver for graft. Tax
authorities are next in the line of takers andttresck drivers as source of revenue. In
the event of any misinformation or mistake, detamtis inevitable, for which guilt, the
driver may have had no role to play. Apart from tiseial checking and inspection,
there are other official agencies that stop thackelon flimsy grounds, so as to draw
their pound flesh. At each location, whether étishe taluka, district or State level, the
driver always confronts newer problems with theutepry bodie$? Even if all
papers are in order, the consignment is in ordehudbs and emission norms are
satisfied, then also some agency can still findrmeda detain and challan the vehicle.
Personal interview with some drivers revealed fjirtisarges like uneven air pressure in
the tyres, not in uniform and driving barefoot. $aéamay also lead to a challan and
confiscation of the driving license.

Adding to this, there is the discomfort d@fiving on Indian highways. For
example, speed breakers are frequent on the raattisut any road signs or without
standard designs. Maintenance of roads on martgls#i®is very poor, making driving
a nightmare. Add to this the free movement of eattillage folks, plying of light slow
moving vehicles like bullock carts and tractors.

The poor law and order situation is alsaatgbutory factor. Frequent hijacking,
being waylaid on highways, poor police protectionl drequent bandhs and 'chakka’
jams are examples. Systemic weaknesses of enfontemencies contribute to the hit
and run mindset, preferable to a lynching mob. &swalso blame locals who frequent

% Technology Change: Slow and Unsteady, AlThe Asian Journaljune 2000, Volume 7, Number 2,
(Indian Trucking).

% Trucking Operations in India, Report of Steering@nittee Asian Institute of Transport Development,
1999, Ministry of Surface Transport, Governmerindfa
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highways, disregarding their personal safety andrigg basic traffic sense. One of the
major problems the driver faces in such unforesmemtualities is in application of
brakes. A fully loaded truck cannot be stopped imhiately, unlike a passenger car.

The driver community has developed its aystems to warn fellow drivers of
existence of inspectors on the way. There is adnelbus sense of brotherhood on the
highway. Using dippers and hand signals, one dawemrmunicates with another about the
looming threat of law enforcement agencies or besrand 'chakka' jams. There are
frequent occasions when one truck driver helpshardtuck driver in trouble.

Section 6: The Regulatory Regime

Distribution of goods and commodities from the nfaowrer or the producer to the end
user is a complex phenomenon and this is furthepticated with statutory regulations.
India is not a single market, each State treatdgpooduced in other States as equivalent
to imports.

Government Regulation: Objectives

® Control day-to-day functioning of distributive tead
® Collection of revenue for the exchequer.
® Provide fair deal to consumers.

Moon el al (2000), Bagchi (1995), Shyam Nath (1999), Purdt99@, 1992) and many
others, while discussing about taxation, havedi#ite prime objectives of government
regulations. These objectives are essentially totrab day-to-day functioning of
distributive trade, utilise business for collectiohrevenue and provide a fair deal to
consumers through provisions and specificationseghaure that products are of good
quality and adequate, accurate information is glediand artificial shortages are
prevented.

As stated earlier, the regulatory regimgamed on the basis of mode of transport
(that is, truck operations) and there are also laedigms that are goods - related and
designed for consumer protection. In varying degresdl countries regulate the
trucking industry. At the same time, regulatioriatesl to goods and consumer protection
are also present. The Indian experience has naot &eg different. However, unlike
Indian highways, one does not find long queuesuafks on Inter-State highways nor
scattered checkpoints along the highway in othacqd like the European Union and
North America. Is the transportation sector undsavly regulation in India or has the
regulatory regime become outmoded?

Regulatory Regime®® Truck Operation
Motor vehicles were first introduced in iadluring the closing years of the 19th

century. In 1914, the first Indian Motor VehiclextAwas passed and was made
applicable to what was then British India. Somegaiy States followed suit, with local

% This section draws on observations frafrucking Operations in India, Report of the Stegrin
CommitteeAsian Institute of Transport Development, 1999, istiry of Surface Transport, Government
of India.
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modifications. The rapid growth of motor vehiclessed a threat to the British owned
railway companies. Thus, the government felt thedrte regulate passenger and goods
motor transport vehicles to prevent them from campgewith railways. With this
prime objective, the second All India Motor Vehglact, 1939, was passed and came
into force in 1940. This created Regional and Rraal Transport Authorities that
were authorised to grant permits for stage carsiayel for public and private carriers.
With regard to co-ordination between rail and rdeshsport, the Act empowered
Provincial Governments to prohibit or restrict lodigtance movement of goods by
road and transport of specified classes of goodpubjic or private carriers. Under
the provisions of the Act, goods vehicles were alldwed to operate outside the
region in which they were registered. This Act wasorce for almost 50 years, though
there were a number of amendments in between. 88,1® major qualitative change
was attempted and the Motor Vehicles Act (MVA), 8me into being. This is the
present legislation, along with the Central Mot@hitles Rules (CMV), 1989 framed
there under.

While the Motor Vehicles Act, 1988 and t@entral Motor Vehicles Rules,
1989 are Central elements of legislation, theirosrdment is the responsibility of
State governments. The Act prescribes conditiongefgulation of all types of road
transport, passenger transport in public and pigactors, tourist transport, contract
carriages and goods transport. Goods transporedominantly in the private sector.

Quantity Regulation

At present, there is no quantity regulationdoods vehicles. As per Section 89 of
the Motor Vehicles Act (MVA), 1988, any person @ply for any kind of permit at any
time and the Regional Transport Authority shall oatinarily refuse to grant the permit.
With this policy of liberalisation of permits, tlyggiantity regulation that existed in earlier
Acts is no longer relevant.

Quality Regulation

There are provisions in the MVA that dealhwmiuality regulation. The existing
quality regulations include road worthiness of ekds (fitness certificate - Section 56 of
the MVA), competence in driving (driver licensingection 9 of the MVA), control of
emissions (emission norms, inspection and maint@ngrogramme of vehicles,
pollution under control certificates) and obsenan€ other regulations. As far as the
fitness test is concerned, it is based on visugdantion systems, which leaves much
to be desired. Similarly, competency test for disvis lax, resulting in liberal granting
of licenses. Consequently, competency test doegmmire the availability of skilled
drivers. There is ample scope for rent seekingpénlicensing system and competency
test for drivers. For pollution control, the law svaot stringent till 1996. As a result,
pollution control for a large number of old vehgldoes not exist. In general, quality
regulations have too many loopholes, and are notlgtenforced.

Price Regulation

State governments have the powers to fixdacefreight rates as per Section 67(1)
(d) and Section 79(2)(iv) of the MV/AThe State governments, however, feel that the
matter should be left to the market forces so fag@ods freight rates are concerned.
There is no price regulation by States and fraigtes are decided through the forces of
demand and supply. It is common knowledge thagfiteiates fluctuate from season to
season. Sometime, Route Associations, Brokers' oftsans and Owners'
Associations, decide upon mutually agreed freightes within their respective

~17~



jurisdictions.
Labour Regulation

The hours of work of any person engaged @raijmg a transport vehicle shall be such
as stipulated in the Motor Transport Workers (MTWgQt, 1961. Based on this
provision, Section 91 of the MVA provides for 8 h®wf work for drivers. However,
these provisions are not enforced strictly. Theyrast enforced by the Motor Vehicles
Department and it is presumed that this is thearesipility of the Labour Department.
Lack of co-ordination between the Labour Departnagiot Transport Departments of States
is responsible for poor implementation of both Adisick owners do not maintain any
record duty hours of drivers and other employeeghér, the MTW Act applicable only
when the undertaking employees 5 persons or manesi@ering the present ownership
pattern, this is a major limitation.

Safety Regulation

Safely depends upon the condition of vehicidbe hands of competent and skilled
drivers. The other prerequisites of road safety waell designed roads and strict
enforcement of provisions of thEIVA Most truck drivers do not receive proper
training from motor drivingchools. The mechanism to regulate motor drivenitrg
school provided in the MVA is neither implementathr is attention given to
upgradation of such schools as are licensed by $@miernments. The condition of
vehicles is also poor. The design of vehicles i$ npgraded and preventive
maintenance is neglected to save money. In fae, tfaintenance of trucks is
entrusted to roadside mechanics who are by aneé iliigrate and ill-equipped and
do not appreciate the importance of fuel efficiemoyllution control or safety aspects.
On road infrastructure, this is in bad shape sthiesector has been starved of funds
for a long time. Road deficiencies and lack of etd#ment of safety regulations
endanger road safety.

Environmental Regulation

CMV Rule No. 115 prescribes limits for emission@drbon Monoxide (CO),
oxides of nitrogen, hydrocarbons and SuspendedcRlate Matter (SPM), etc, from
motor vehicles. The Central government has the ptoviay down emission levels for
motor vehicles. Emission norms were first prescriloe 1992. Stricter norms were
prescribed for all categories of vehicles in 19BGese were made more stringent with
effect from 1st April 2000. The tightening of em@s norms has brought about better
technology in the automobile sector. But the pnobt# on-road vehicles built prior to
the introduction of emission norms is rather sesidMo emission norms have been
prescribed for these vehicl&sWhile it has also been mandated that all motoickeh
on roads shall possess a valid "Pollution Under t@@bnCertificate” and the
enforcement agencies of States are supposed t@pgkepriate measures, testing of
pollution is not carried out effectively. Thereng system in place for inspection,
maintenance and certification of these vehicleg Steering Committee was informed

% Technical Study on Energy Conservation of MotorRedd Vehicles in IndiaAITD, 1994.
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that the Technical Standing Committee constitugethb Ministry of Surface Transport
(MOST) had suggested certain parameters for chegclof vehicles. These
requirements are yet to be incorporated in CMVR=eré& are a number of factors
affecting the management of pollution control, baforcement machinery is neither
adequate nor equipped to meet this challenge. tesegranted to the private sector to
check pollution levels and issue PUC certificatesseh not produced satisfactory
results so far. As such, environmental regulatemesfollowed more in the breach.

Regulation of Brokers/Agents

Section 93 of the MVA provides for licensimger alia of any agent or canvasser
engaged in the business of collecting, forwardingistributing goods by trucks. The
wording of the section seems ambiguous. Any inggtion would imply that this
section does not cover brokers and booking agé@here has been mushrooming of
unscrupulous brokers/booking agents. There is @ neenclude brokers/booking
agents within the scope of this section explicitly.

Regulation of Axle Loads

Sections 113 and 114 of the MVA empower thetdvi&/ehicles Departments of
States to ensure that vehicles carry loads witha@sgribed limits. Due to unhealthy
competition in the trucking industry, overloadirg a common occurrence. Further,
weighbridges (dharam kanta) are not available ifficeent numbers to detect the
offence of overloading. The provision of off-loagiexcess weight is not implemented
for want of facilities. Lack of will on the part @uthorities to enforce the provision
‘offload the excess weight at owner's risk' as aglthe provision of compounding the
offence of overloading has resulted in the relevagulation existing only on paper.
Overloading has, in fact, become the order of tne d

Regulation by Police Authorities

Besides the Motor Vehicles Department piblece also check motor vehicles. The
specific areas in which police authorities havela to play are:

®* When theft of a motor vehicle takes place
®* \When vehicles are involved in accidents

* In verifying personal anticedents of drivers, cianhelpers, etc., as and when need
arises

® Regulation of traffic

Under the MVA, the police have powers suchdetining the vehicle without
registration or permit, impounding false documefnegistration certificate, license,
permit, certificate of insurance etc.), bookingsoeis for driving at excessive speed or
driving by a person under influence of alcohol mrgs$. These offences are not punished.
There is no institutional mechanism for co-ordioati between the Transport
Department and the Police Department in Statesa Aesult, the concern of the police
authorities is only to ensure that provisions ¢ thdian Penal Code (IPC) are not
violated. It is only through co-ordination betwdbase two departments that enforcement
of both the MVA and the IPC is possible to ensufective traffic management and
road safety. The punitive clauses for various affsralso need a re-look. At the moment,
these regulations only provide scope for bribery eorruption.
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Insurance

Third-party liability risk cover is mandatorynder the MVA. Under third-party
policy, the insurer provides indemnification to timsured against all sums that the
insured shall become liable to pay in respect ohalges to third-party property or
death/bodily injury to any person arising out o tlise of motor vehicles. However,
the MVA does not make it compulsory to insure cargoied in vehicles, for which, a
separate policy is required. Another aspect of MSurance is the tardy settlement of
accident claims. Several measures have been tadténbly the government and the
insurance industry to expedite claim settlemenishss introduction of Section 140
(No Fault Liability), Section 163A (Structured Fauta for Compensation), holding
of Lok Adalats, etc. But in terms of implementatidine system has failed to deliver
relief.

Focus on 'Revenue’, rather than on 'Regulation’

The Motor Vehicles Department is concerned with éh@orcement of the provisions
of the MVA. Speed limits and other provisional megas listed in the Rules are an
integral part of motor vehicle regulation. But teologically, vehicles are gaining

capabilities of acceleration to 80 kmph in a mattiea few seconds. At the same time,
municipal bodies and other traffic regulators padss without taking due care of
technological requirements. For example, Delhi Adstiation has lowered the speed
limits of Heavy Vehicles to 40 kmph, but road sigrantinue to display old speed
limits. In fact, the problem lies in managementcpcas of the Motor Vehicles

Department, which are age-old. The skills of offisideployed in the MV Department
are not being upgraded. Technology in terms of afseophisticated computers for
information or communication is conspicuous byaitsence.

Motor Vehicle Department: Activities

® Collection of taxes

® |[ssue of driving licenses

® |ssue of conductor licenses

® Registration of vehicles and transfer of ownership
® |ssue of fitness certificates for transport vetscle

® |ssue of permits for transport vehicles

* Enforcement of MVA and MTW

® Checking of vehicles at border check-posts

® Attending to accident vehicles involving fatalitesd serious injuries
® Other miscellaneous work

The necessary infrastructure for driver testfiigess testing and pollution control is
not available. These departments are seen as eewamning sources and contribute
nearly 10 per cent of any State's tax revenue. , Tthesfocus of these departments is on
collection of tax revenue from motor vehicles armt pn enforcement of various
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provisions of the Act. The present institutionatde being on 'revenue’, important
functions, such as mobility, fuel conservation amg¢ironment protection, do not get
adequate attention.

The MVA provides rules for the issue ofvers licenses, registration of vehicles,
permits and fitness certificates, enforcement, reafity, prevention of overloading,
insurance of vehicles, etc. The CIRT survey shdasthere are problems faced by MV
Departments with regard to registration of trucksich as variation in GVW of vehicles
allowed by States (for example, GVW allowed by Nagd is much higher than in
other States), re-registration of vehicles when Qlyection Certificate' (NOC) is not
forthcoming from the earlier registration authoryd manual maintenance of records,
which is becoming a major problem due to shortafyenanpower and absence of
computerisation networks amongst RTO offices. Tdst Is responsible for issue of
fake registrations.

The vehicle fitness scheme is a road safegsure designed to encourage owners
to maintain their vehicles and ensure that the nmpbrtant safety related items are
inspected periodically as provided in the Act. bddpn of vehicles includes seats,
lighting equipment, steering and suspension, braless and wheels, horns, exhaust
systems and emissions, mirrors, fuel systems agistration plate$® The infrastructure
for fitness certificate work is inadequate. It asbd on visual inspections and common
judgement. There are many fake fitness certificateghere is no mechanism to check
them. The survey also revealed that there is armoripreference for national permits,
around 68 per cent of truck owners had nationahjey the balance 32 per cent had
State permits. Monitoring of expiry dates of peanilelay in despatching 'demand
drafts' deposited by national permit holders witkirt home state and lack of effective
mechanisms to detect fake permits are other prablaged by the MV Department.
The present procedure does not ensure timely reo&ipomposite tax for national
permits by States other than the home State. Tisem@o co-ordination between
government departments like the Police, PWunicipal Corporation, Urban
Development Authority and State Transport and rbssilts in poor safety, poor traffic
control and severe congestion on roads.

In the transport sector, in many countriethe world, independent regulators have
been set up to ensure healthy development of tthestry, promote competition and
ensure adherence to legal provisions. A similauleggry authority is necessary for
India. This authority could be an independent stayuregulatory authority, outside
the government, along the lines of the Telecom Reégrty Authority or Central
Electricity Regulatory Commission.

Regulatory Regime: Goods

The regulatory regime for goods is morenpbcated than regulating trucking
operations. A truck can have a single commoditypaketed by a single supplier to a
single receiver. On the other hand, a truck magyaaultiple commodities despatched
by different suppliers to different buyers at diffiet points for delivery. The

% Section 56 of the MVA read with CMVB3(3)(e) provides that an authorised testing stdtio vehicle
fitness work is expected to maintain in good cdodithe equipment and apparatus for undertakirtg tes
pertaining to exhaust gases, smoke emissions, bsygtems, head lights, wheel alignments,
compressors, speedometers and other like components
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regulatory regime for goods is commodity and |laraspecific. The fiscal obligation is
common to both commaodity and location. The situattocomplicated further because
the regulatory regime for commodity specific statytobligations requires a different
type of administrative enforcement measures. Inethent of any missing link in the
multiple commodity carrier, detention of the cariginevitable.

This is a major irritant in the flow of tred@nd commerce. The Centre, along with
State governments, is empowered to enact lawsimegato goods. In doing so,
duplication in work done by the government machjirieads to confusion in the minds
of those who have to comply with provisions of $tafion. Internal trade in goods is
subjected to a multiple licensing system from a Ineimof authorities. Besides, all
licenses have to periodically checked and renewbih entails submission of returns,
display of stocks and prices. All such unproductwerk involves a great deal of
administrative work, leading to corruption and kament. Unrealistic provisions make it
even more difficult. Moreover, lack of uniformity implementation is another form of
distortion. While some States are very vigorougmiplementing the laws scrupulously,
others are not. For instance, sale of Kesari Dahyform is banned under Rule 44(a) of
the Prevention of Food Adulteration Rules in sort&eS. In some States where Kesari
Dal is produced in large quantities, sales arewalb As a result, in one State, the
accidental admixture of Kesari Dal with other palseay lead to punitive action. In a
neighbouring State, it may be allowed. This shoaitlbe the spirit of the law.
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Regulatory Regime: Goods

4
\

Commodity Specific Location Specific

v v h 4

Restriction on Flow Fiscal Related Restriction on Flow
of Commodities in Locations
-Essential Customs -National Borders
-Hazardous Excise -State Borders
-Adulterated Sales Tax -District Borders
-Licensed Octroi -~-Municipal Limits
-Forest Entry Tax -Law and Order
-Endangered Species Toll -Bridges

-Others -Others

Enforcement Agencies are different and
the truck may be detained under any
criteria

Essential Commodities Act (ECA)

The ECA and control orders issued unde B&ve caused numerous problems to
the distributive trade. The emphasis throughowg kbgislation has been on regulating
distribution, relegating the more important objeetiof expanding supplies to the
background. The provisions of the ECA are suchithatparts enormous discretionary
powers in the hands of official agencies. The penavisions of ECA were made more
stringent through the Essential Commodities (Spec@visions) Act, introduced in 1981
for a period of five years, but extended again again. All offences have been made
non-bailable and appellate jurisdiction has beansferred from the judiciary to the
executive, thus allowing the executive to adjudicet its own decisions.

The ECA fails to define the term 'essentiddr do the provisions give any essentiality
norms, leaving it completely at the discretion loé texecutive. Ambiguities in the
provisions lead to considerable misinterpretatiod annecessary harassment. At the
same time, all commodities cannot be equally esdeftat which is essential for life
cannot be equated with industrial raw materiald.tBe list of essential commodities has
a large number of industrial intermediates.

The list of essential commodities can be gedn some commodities may be
removed and some more can be added. Lack of coatial between official agencies
is one of the many causes of undue harassmentcdim@gnee, nor the consignor,
accompanies the goods. The person accompanyingoibds is the truck driver and
cleaner. In the event of any violation of ECA, thever and other staff in the truck are
the first casualties to be booked for punitivearctis accessories to the crime. Others are
booked later. The District Supply Office (DSO) emfes ECA at the district level.
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Inspection authorities from DSO are empowered teckhany warehouse, shop,
establishment or carrier on the pretext of suspiciven though the truck may not be
carrying such goods to cross borders as per dactarpapers accompanying the
consignment, DSO officials can stop the vehiclgdnfy the contents. There is a lot of
discretionary power vested with the departmentingga lot of scope for corruption and
harassment.

Indian Forests Act 1927

This empowers the Union and State Goventsri® make laws and regulations to
regulate transit of timber and other forest prod@eapter VII of the Act is specifically
meant for controlling and regulating movement ae&t produce.

The Central Government is empowered toenalkes to prescribe the route by
which alone timber or other forest-produce mayrbparted, exported or moved into
the territories to which this Act extends. The Atto explicitly mentions breach of
rules under Section 42. The State Government easvatl to make rules and prescribe
penalties for the contravention of the Act. The glignagainst infringement can be
imprisonment for a term, which may extend to sixnths, or fine that may extend to
five hundred rupees, or both. Such rules may peothat penalties which are double of
those mentioned in Sub-section (1) may be infliateccases where the offence is
committed after sunset and before sunrise, or pfegparation for resistance to lawful
authority, or where the offender has been previocshvicted of a like offence.

But the Act is also discriminatory becatusabsolves accountability of officials
from damage to forest produce at depot. Sectioof 43e Act is titled 'Government
and Forest-officers not liable for damage to foresproduce at depot." The
provisions clearly state that the Government shall be responsible for any loss or
damage which may occur in respect of any timbeotber forest-produce while at a
depot established under a rule made under Sectioar4vhile detained elsewhere, for
the purposes of this Act; and no Forest-officell dheresponsible for any such loss or
damage, unless he causes such loss or damageentiglignaliciously or fraudulently.
Chapter IX also mentions penalties and procedueedirdy with provisions that may
lead to detention of the carrier. For instancetiBe®&2 states that when there is reason
to believe that a forest-offence has been committe@spect of any forest-produce,
such produce, together with all tools, boats, aartsattle used in committing any such
offence, may be seized by any Forest-officer orcRabfficer. Under the Indian Forests
Act, all State governments have erected checkpaistgarious locations in their
respective territories to inspect vehicles that ayy forest-produce and timber. As a
result of this, trucks on the highways have oneemispector/ official agency to deal
with in terms of stoppage and rent-seeking. Besidesst produce and timber, which
are easily distinguishable on visual inspectioarehare other environment-related laws
that also have powers to detain vehicles for inspec

Constitutional provisions on environmendtection are backed by a number of
acts, rules and notifications. The Environment &rtadbn Act of 1986 (EPA) came into
being soon after the Bhopal Gas Tragedy and isabrella legislation. There are also
rules like the Handling and Management of Hazarddaste Rules of 1989. Some of
these rules are given in the box. What is importarthe accountability of carriage
under these laws and rules.
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Environment Related Laws®

® The Environment (Protection) Act, 1986
® The Environment (Protection) Rules, 1986
® Hazardous Waste (Management and Handling) Rul@&§ 19

® The Manufacture, Storage and Import of Hazardousn@idal Rules,
1989

® The Manufacture, Use, Import, Export and Storagdaardous Micro-
organisms/Genetically Engineered Organisms or Galles, 1989

® The Biomedical Waste (Management and Handling)dR1f¢98

® The Wildlife Protection Act, 1972, Rules 1973 andéfdment 1991
® The Forest (Conservation) Act, 1980 and Rules 1981

® The Air (Prevention and Control of Pollution) A&9381

® Air (Prevention and Control of Pollution) Rules,8P9

® The Atomic Energy Act, 1982

® Air (Prevention and Control of Pollution) Amendméat, 1987

Other than laws on the environment, other piecekeglation can also affect the
distribution system. These are not specific todpantation, but can nonetheless be
used to detain vehicles under suspicion and chekdrrier’’

Other Legislation Affecting Distribution

¢ Consumer Protection Act, 1986

® Bureau of Indian Standards Act, 1986

® Dangerous Drugs Act, 1930

® Prevention of Food Adulteration Act, 1955
® Drugs and Cosmetics Act, 1940

® Agricultural Produce Grading and Marking Act, 1937

% This is an illustrative list of environment-reldtéaws that have links with truck movements. Other
laws like the Water (Prevention and Control of Rtin) Act of 1974 and its rules or provisions lret
Indian Penal Code are not mentioned because theyrwdirect links with truck movements.

*'Background Paper for Conference on "Developing disdiCapability for Organised Retailing",
Federation of Indian Chambers of Commerce and tnd001.
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¢ Indian Sales of Goods Act, 1930

® Standards of Weights and Measures Act, 1976

® The Standards of Weights and Measures (Enforcement)1985
® The Forward Contracts (Regulations) Act, 1952

® The Emblems and Names (Prevention of Improper Bst)1950

® The Spirituous Preparations (Inter-State TradeGodmerce) Control Act, 1955

There may not be specific checkpoints on roadsclf@cking under these laws and
these laws may not directly require detention diicles. But trucks can be stopped
for inspection and verification of consignment angounding of the truck and its
consignment are also possible. Even if the Act dibekave such provisions,
administrative rules do. Some sections of the imélanal Code and the Prevention of
Food Adulteration Act (PFA) are examples. A Foosblector under PFA has the right
to check any truck that has food-related consignsierhe Essential Commodities
Act (ECA) is yet another instance. Perhaps one lshmention that the record of
convictions under ECA is 0.3 to 0.5 per cent oktharrested

Regulatory Regime: Consumer Related

The ECA can be interpreted as legislatimaceed to protect the consumer, but there
are other examples of consumer-related laws al$esd laws seek to regulate
production and distribution and often create aitfi shortages in the process. It is a
moot point whether they really serve the causehefdonsumer. The Internal Trade
Department of Federation of Indian Chambers of Censmand Industfy is of the
opinion that such legislation has not served corsamell because of the following
reasons:

® The provisions are unrealistic and difficult toléev.

® The harsh penal provisions, the way in which theyimplemented and lack of

provision for appeals have instead benefited tlhiseaf corruption.

® The cost of implementing consumer protection legish and revenue raising
instruments is quite high and is ultimately passedo consumers in the form of

high taxes and high prices.

® Stock limits interfere with the smooth functioniafitrade and create bottlenecks in

supplying products in time to consumers. The mismdietween demand and

% FICCI (1998) "Discussion Paper on the First Nin@gys of the New Government Policy Agenda for
Distributive Trade".
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supply not only leaves the consumers dissatisfietican also push up prices.

In terms of implementation and enforcemank of transparency, high-handedness of
officials and loopholes in rules have adverselgetd distributive trade. If the transport
vehicle carries multiple commodities, its movemeertomes all the more difficult.
Detention on account of one commodity may leatiéodietention of other goods. It is not
only the infringing commodity that, is removed frathannels of distribution, but the
carrier, along with the entire consignment.

The problem becomes worse because of tpatdisesolution system. If a carrier is
stopped at a district border or any other poiniterway, the consignor and consignee
must respond to the complaint at the point of dedar{or within its jurisdictional area).
In other words, if a vehicle carries goods from Muainto Gorakhpur, but on account of
infringement of ECA or any other legislation ifststopped at Ghaziabad, the matter can
only be resolved at Ghaziabad. The consignor andigoee will have to respond in
Ghaziabad courts and not at Gorakhpur, thoughftlte @f the enforcement agency is
at both places, under a single State governmamisdictional area. An obviously
efficient way of handling such a situation could tbeallow the truck to continue its
journey to Gorakhpur, while endorsing its papensviolation and issuing necessary
instructions to the Gorakhpur office to take actgainst the consignment.

The regulatory regime is complementaryhi® tax regime and the tax regime is
discussed in the next section.

Section 7: The Tax Regime

Taxes of various kinds and in varying rate often imposed without
consideration to their distorting aspects. Statagloften attempted to reduce taxes in
a competitive spirit to attract trade and industoy the State concernéd.Such
competition in sales tax leads to legitimate came@nd there has also been an attempt to
unify and harmonise sales tax rates, so as to rimwards a value added tax (VAT).
However, there is also the point that in an attetopbsorb the resultant revenue loss
from competitive lowering of sales tax rates, Stdtave sought to identify new sources
for levying taxes® There has thus been a growing tendency to tratesteliability to
the transportation sector for quite some time

Costs of the Fiscal Regime

Loss of output growth and welfare

Inefficiency and high cost in industry and trade

Impediments to the free flow of trade within therioy and growth of the

common market that the Indian Union potentiallyrsf

® Inter-jurisdictional conflicts

2 Thukral, K.L (2000).
30 Aggarwal, K. et al (1984), Bagchi A. (1995, 1995a)
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® Handicap for exports
® High costs of compliance and enforcement

® Delays and harassment

The fiscal regime is both transport-specific andnowdity-specific. Vehicles are
detained for checking payment of commodity-spedifices such as sales tax, octroi
and other local taxes. These checks are genematlg by the respective agencies at
separate points, resulting in more than one deteidir this purpose. At the same time,
there are specific taxes levied on the transportasiector, for instance, road tax,
national and state permits, etc. Taxation of me#gnicles is a widely used instrument
for raising resources. Usually, the transport eaig detained at five different locations
for collection of tax or checking the papers at$tate and District level.

What differentiates the existing systemindia with that of taxation systems
practiced outside India is the delay and harassiméhe tax recovery system. Domestic
trade taxes in India are in need of reform. The regime that is in place today is
archaic, irrational and complex. It interferes witie free play of market forces and
competition, causes economic distortions and entagh costs of compliance and
administration. Under the Constitution, the basiex@ise duties and sales tax, the two
principal components of the domestic trade taxes dastinctly defined - excise duty
as tax on production of goods and sales tax onuoopison (sale or purchase). In
practice, the two have come to overlap becauseatifigms in administering taxes at
the retail level.

Taxation of Road Transport”

Taxation of road transport has two purpogesharge users for the costs they impose
on the road system and on other users (margin#&)caned to raise revenues for the
government (pure taxation). In designing the tasteay, these functions need to be
considered separately, because different princgiss in each case. The problem to be
solved in designing road user charges, correspgridimarginal costs, arises from the
limitation of tax instruments available or forms existing distortions (absence of
marginal cost pricing in other sectors). Motor we#hitaxation can, however, take
several forms and the structure of taxes varies fatate to State.

Accordingly, the cost recovery mechanism has beesed on what is popularly
termed the "two part” tariff principle. First, tieets part that seeks to recover fixed costs
by imposition of taxes on vehicle registrationgfise etc. There is a second or variable
cost component through use-related levies suchualstxes, sales taxes on spare
parts, etc. Since there is substantial proportipnbetween road use cost caused by
different vehicles and input requirements for theshicles, taxes on inputs such as
vehicle purchase, have always appeared to serap adequate base for charging for
road use. Purchase taxes, through not varying théhactivity that causes road costs,
have the desirable characteristic of being ablediszriminate between vehicles.

31 This section draws heavily from AITD (1998).
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Further, fuel taxes appear very attractive instmisieas fuel is a reasonably good
measure of distance driven.

The pure taxation element basically attempts tdiseegoolicy objectives by
supplying the government with revenue in the faica parrow tax base. The argument
from a narrow tax base viewpoint is most validtéxing consumers on personal transport,
not intermediate goods and services such as tnénsged by producers. But experience
has shown that this element has been used to ssb#ineral revenue in a much more
significant way than what can be termed fair. lis tontext, the comment of the Motor
Vehicle Taxation Enquiry Committee (1950) is relevaThis points out, "There can
obviously be no "fair

Checkpoints and Detention of Trucks on National Highway
| | I I |

Random
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I

I
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Central and State
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Central and State sales-tax are at the state entry point, rermnaining ones include at
the district level, random checks (Flying Squad) are at any point of the journey

basis" of taxation of the motor vehicle user and"sdentific scheme of taxation

designed to ensure the provision of and developroéntheap, rapid and efficient

transport for the various categories of users byntkans best suited for the kind of traffic
involved" if each taxing authority in India is mgre&oncerned with collecting as much
revenue as possible from the motor vehicle user."

Following the Government of India Act, 1935, then@ititution divides powers of motor
vehicle taxation between the Centre and the States.

The major taxes levels levied on the road transgextor are the following:

¢ Union Custom Duty, Excise Duty, Central Sales T@sT) levied by the central
government;

¢ Motor vehicle tax, passengers and goods tax, s&lesnd entry tax levied by the
state governments; and

¢ Octroi and tolls levied by the local bodies.

All these taxes, levied by different tiers of thevgrnment, can be analysed with
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reference to three different aspects, namely, thekding to purchase of vehicles,
ownership of vehicles and operation of vehicles.

Taxes on Purchase of Vehicles

These taxes are levied on the acquisitibrehicles and include once for all
payments of union excise duties and sales taxesumion excise duty is levied by the
central government on manufacture of motor vehiclé® rate of excise duty varies
according to the type of the vehicle. It is prelseh6 per cent on commercial vehicles.
The Central government also levies a Central Sdlas (CST) on Inter-State
transactions. Under this category, 4 per centgaevied if the vehicle is sent by the
manufacturer/dealer from one State to another. Wewemanufacturers/dealers
normally send vehicles on stock transfer and apeigiment of this ta¥ States realise
revenue in two forms: fees and motor vehicle taxes.

Types of Fees

Fees for registration of motor vehicles

Fees for obtaining driving licenses

Fees on transfer of ownership of motor vehicles

Fees on trade certificates issued to manufactudeasers and repairers of vehicles
Fees on permits for plying transport vehicles; and

* & & & o o

Fees on issue of certificates of fithess for transypehicles

Motor vehicle tax is realised by different Stateslifferent ways, on the basis of different
uses, such as private vehicle and public vehialeeSmotor vehicle tax is a State subject,
every State is free to make rules and regulation#his. Moreover, State governments
also levy a tax on sale of vehicles. The rate »fvaies from one State to another.
Some States also levy an entry tax to compensatbdaifference between the sales
tax rate in the State and that prevailing in othBtes where the vehicle is registered
and from where it is brought to the State concemignin a specified period.

Taxes on Ownership of Vehicles

These taxes include recurring charges lewedvehicles during the period of
ownership, usually in the form of an annual MV téx.respect of cars and other
personalised vehicles, this is charged as one t@meMotor vehicle tax is levied by
States under their respective MVA. Tax rates vaopaling to the type of vehicle (such
as motor cars, cabs, taxis, stage carriages) @n lageight, or price of vehicles.
Generally, permits of private carriers are taxedhigher rates than those related to
public carriers.

Passenger tax and goods tax are levied ssepgers and goods carried by road.

32 puri, B. N. (2000).
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Both these taxes are similar in nature and ardversame base and paid ultimately by
the same group of people. Some States levy batiese. In addition to this tax, they

also levy a surcharge on this tax. The rates af td indicate considerable variation

across States, with added variation accordingam#ture and of use of vehicles.

Taxes on Operation of Vehicles

Taxes on the use of vehicles include union exaise ldvied on motor spirit and HSD by
the central government. Presently, the union extiggon motor spirit is levied at a rate
of 24 per cent, while the rate is 16 per cent oDHS addition, access of Re 1 per liter
on motor spirit and diesel is levied to raise fufmisroad construction. Sales tax on
fuel (motor spirit) and lubricants is levied by @& VAT or sales tax is also levied on
spares or on general maintenance and running ddstsrway charges or other road
user tolls are also levied by States.

Octroi is yet another tax that affects thadreransport sector. Its problems include
cumbersome and vexatious administration and cigleprocesses, regressive incidence
of tax and commaodities open to multiple valuatitgading to malpractices. However,
octroi yields substantial revenue in six major &tdor local bodies. It is generally based
on quantity or weight (specific tax) or sometimestbe value of the commodity (ad
valorem tax) entering a local area. It is asseasedcollected at the point of entry by
stopping the vehicle. However, the tax being mosfhgcific, there are many rate
categories. The point of assessment and colledt@ng the entry point of a local
area, this causes arbitrariness in assessment @agisdin transportation. It also
encourages corruption.

Most high powered Committees, like the Lakd@aiyCommittee (1974), the Chelliah
Committee (1980) and the Papola Committee (1988)e mecommended abolition of
octroi and its replacement by entry tax or the isifgan of an additional surcharge on
sales tax. An ambitious recommendation was madédy.K. Jha Committee (1977),
which recommended octroi's abolition without lindih with any alternative sources of
revenue. Various industry associations like Clldhalso requested the government to
substitute octroi with a suitable alternative.

Motor Vehicle Tax Structure

The existing tax structure for commerciahietes shows wide variations among
States. There are different bases for computatioeh different rates, leading to
differing incidence of taxes per vehicle in diffieré&tates. In fact, it is difficult to make
comparisons of rates levied on different types elfiigles in different States. First,
there are different schemes for classificationadfigles. Second, there is no uniformity
in the basis of various levies. Third, there israolved procedure for collection of taxes.
Fourth, there is multiplicity of taxes. Besides M&k, there are passenger and goods
taxes, union excise duties, sales taxes on velaiotk®n components, taxes on fuel, octroi
and fees of different types. Finally, there is a&-time levy in some States and in
others, there is an annual or quarterly tax. Taxemotor vehicles are widely used to
regulate and control vehicles. They are also usedised resources.

In the case of passenger transport vehidte stage or contract carriages, the
seating capacity forms the basis for levying take Tbasis has extended to cover
authorised standees as well. Some States, for éeaMpdhya Pradesh, Orissa and
Rajasthan also include the distance that the \@Bgbermitted to ply as an additional
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element for determining the quantum of tax. Theranother system also. Routes are
divided into 3 categories, A B and C with a differeate of tax for each. This system is
prevalent in Uttar Pradesh. The period of paym&sa @aries from State to State. Some
States charge the tax quarterly, while others @drgnnually.

The tax on goods transport vehicles is pilpnaased on weight Registered Laden
Weight (RLW) or Un-Laden Weight (ULW). Besides,fdiences in the tax base, there
are State-wise variations in the rates of MV takede variations have led to wide
disparities in the incidence of tax per vehicle @enum, the highest being in Haryana
(Rs. 48,105). In Southern States, Tamil Nadu Haglaof Rs. 32,215, while in Kerala
it is Rs. 29,399.

Entry Tax

In addition to motor vehicle tax and passengad goods taxes, States also levy entry
tax. This is usually levied on commodities brougttd the State. In addition, some
States levy tax on motor vehicles entering theeStHhis is levied in Andhra Pradesh,
Delhi, Karnataka, Madhya Pradesh and West Bengairésent, the entry tax on motor
vehicles ranges from 3 per cent for trucks, bussisajeeps and tractors to 14.5 per cent
for motor-cycles, scooters and motor ¢arBelhi also levies entry tax, but the scope is
limited to vehicles. The rate depends upon theogesf use of vehicles in other States
and the amount of taxes paid there.

Passenger Tax

Passenger tax is not charged by all StatedeW/is levied in the States of Assam,
Bihar, Gujarat, Haryana, Maharashtra, Uttar Praddésls not levied in Andhra
Pradesh, Karnataka, Kerala, Nagaland and West Bdngsome States like Madhya
Pradesh, Orissa, Punjab, Rajasthan, it is mergéd the MV tax and is generally
related to the bus fare. There are State-wiseti@igin rates, as well as in the manner
of levy. For example, in Maharashtra and Gujatas, levied at the rate of 17.5 per cent
on the basic fare. In Uttar Pradesh, it is 16 pet on the basic fare, with a surcharge of
23.72 per cent. In Himachal Pradesh, it is 40 part ©on the basic fare, with a
surcharge of 20 per cent.

Fiscal Importance and Buoyancy

The yield from all taxes on road transportieles taken together has increased
considerably over the years. Passenger and goods taave also increased in
importance.

The fiscal significance of motor vehiclex and passenger and goods tax varies
across States. In 1996-97, the lowest share (28tqmt) was in Tripura. In the case of
Jammu & Kashmir, the contribution was 26.13 pert,chre highest among States. In
most States, the contribution to tax revenue sstlgan 10 per cent, sometimes between 6
and 9 per cent. Andhra Pradesh (11.37 per centlyathal Pradesh (12.78 per cent),
Haryana (14.99 per cent), Himachal Pradesh (13B6gnt), Madhya Pradesh (15.48 per
cent), Manipur (12.11 per cent), Meghalaya (11.&8 gent) and Mizoram (18.44 per

3 SenK. et al (1995).
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cent) are exceptions.

The buoyancy coefficient of the motor vehickax (computed for the last 10
years) indicates the response of motor vehicleswidlx respect to State Domestic
Product (SDP). The co-efficient for all States Wess than unity (0.87), except Assam
(2.23), Bihar (1.23), Haryana (1.08), Madhya Prad&s33), Kerala (1.13), Orissa (1.53)
and Tamil Nadu (1.01). There is potential for gtowhd the scope and buoyancy of the
tax can be improved, if it is efficiently administé.

Barriers to Inter State Movement: Commodity-RelatedTaxes

An important feature of the prevailing tgstem is the existence of a large number of
barriers for passenger and goods. Documents rekcbiveheck-posts help the transport
department to monitor flow of goods into the Slkatel also make an assessment of tax.
These check-posts, however, interfere with the fi@e of traffic within a State and
cause harassment to a large body of dealers, tjugitmaf whom are not liable to pay
tax. Studies undertaken on the efficiency of cheogts in different States reveal that
the existence of check-posts does not contribg@fsiantly to checking tax evasion.
On the contrary, the more the number of check-pdkes higher is the wastage
resulting from stoppage of traffic.

State Sales Tax

Sales taxes are levied by States in davéysms, through State-level legislation.
They vary in structure- namely, points of levy alates - as well as administrative
procedures, although some common features arermiisiee Neither the structure nor
the procedures are, however, simple. With the Bhifte point of levy to the first point,
the problems in excise taxation associated withndein of manufacturing, under-
valuation and commodity classification are revisitwhen one looks at sales tax
systems. In sheer complexity and irrationalityesabx systems, as they are structured
and implemented at present, surpass excise abrs.w

Multiplicity of taxation is further comiphted by the inclusion of additional
surcharges. Driven by pressures to raise revenost, 8tates have resorted to levies in
the form of Sur-Charges (SC), on the one hand ddidienal sales tax/Turn Over Tax
(TOT), on the other. Surcharges currently exighore than 10 States, the base being
the amount of General Sales Tax (GST) and in stéote, of both GST and TOT are
payable. The TOT in most cases is a multipoint bais levied on gross turnover of
dealers with sales in excess of the exemptionhbtdsand this applies to intermediate
dealers, even in States where the general salés largely levied at only one point.

To minimise the problem of collecting faam sale of farm products like paddy,
sugarcane and fruits, a commonly followed pracgtide levy the tax on purchase at the
last point (e.g. on the rice miller for the purah@gsddy, sugar manufacturers in the case
of sugarcane, etc.). These changes have come eibmrtby way of amendments in the
basic law governing the levy of sales tax, or thhoanactment of supplementary laws. In
several states, laws relating to sales tax are dwdbdn more than one piece of
legislation. A classic example is West Bengal, whinre tax on sale and purchase of
goods is governed by as many as four pieces cfl&imin:
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The Bengal Finance (Sales Tax) Act, 1941

The West Bengal Sales Tax Act, 1954

The West Bengal Motor Spirit Sales Tax Act, 1974
The Bengal Raw Jute Taxation Act, 1941

Apart from these, there is another fofrsates tax, namely the Central Sales Tax
(CST) Act, 1956, the legislation authorising theylef tax on inter-state sales, enacted
by Parliament with powers delegated to States mar@dter it and retain the revenue.

The complexities of multiple levies andjitgations are compounded by the
multiplicity of rates. Invoking considerations ramg from social justice and equity to
promotion of trade and industry within the Stale tates of sales tax are differentiated
across commodities. The number of rates in mosesStzaries between six to twelve
slabs and livable rates vary between 0 and 150quer In general, non-luxury foods and
certain other basic necessities are taxed at ajppataly 4 per cent, while other items
attract tax at rates in the range of 8 to 15 pet.céhe TOT is levied mostly at
graduated rates. The rates of surcharge vary fram 6 per cent. There are also
instances of exemption, either to reduce the regrely of the tax, or as incentive to a
particular industry. Such tax rate structures ardngtions are essentially State-
enforced practices of distorting market forces.

Besides the state taxation regime, an iaddit duty of the state is to collect the
Central Sales Tax. There is a ceiling on the ratwhach CST can be levied. Initially
fixed at 1 percent, the rate currently stands pércent. This rate applies to sales to a
registered dealer. Sales to unregistered dealech @s retailer or consumer of final
products) attract tax at 10 per cent or the rag@ieable on local sales, including
additional sales tax and surcharge, whichevergjsert

Problems of Commodity Taxation

® Complex Structure

® Pitfalls of first-point sales taxation

® 111 effects of excluding serviées

® Multiplicity of rates and levies

® Economic distortions and tax cascading

® Pernicious effects of inter-state sales taxation

® Tax competition between States

® (Cascading and distortions in location of industry

3 The Partha Sarathy Shome Committee has recommeedeuntual aboliton ofCST, but the
implementation and phase-out plan is yet uncertain

% About 40 service sectors are now taxed throughrever tax system and the Govinda Rao Committee
has made recommendations on other service seotbesttixed. Ideally, these should be taxed threugh
system that can be VAT-ed out.

~34~



® Hidden tax on international exports

Since CST is applicable to sales, intereStabvement of goods as consignments has
not been liable to any CST in the exporting stabeding that this was being used on a
large scale to defeat inter-State sales taxattmnconstitution was amended in 1982
(46th Amendment) to authorise the levy of salesotaxonsignments. The legislation to
implement the levy on consignments is still awaitet now being realised that taxation
of inter-State sales has been a major source fiicieacy and inequity in the system.

Cascading Effect

Taxes on the road transport sector have @adagy effect. As taxes on inputs and
semi-finished products are substantial, they affbet final price considerably. The
cascading effect is maximum on trucks (58.9 pet)camd less on cars and scooters
(51.6 per cent and 50.9 per cent respectively). takancidence on a 'TELCO' truck
worked out for the four metropolitan cities (Mumb#iolkata, Delhi and Chennai)
indicates that the maximum tax (about 65.8 per)asitorne by consumers of Mumbai,
followed by those of Kolkata, Delhi and Chennai,enénconsumers paid taxes of 62.0
per cent, 56.3 per cent and 63.6 per cent resgdgtiv

Incidence of Taxes

The combined burden of Central and Statestéxsubstantial. Over the years, this
burden has increased continuously. In 1996-97btinden of Central taxes was around
1.4 times that of the States.

Among Central taxes, the maximum amount eagributed by the Union excise
duty on motor vehicles and accessories (30.14ey#),anotor spirit (19.93 per cent) and
HSD (19.63 per cent). Among states, the motor vehierssales tax on motor spirits
and lubricants and taxes on passengers and gootlbuate 53.62 per cent.

According to a World Bank Study (1989), the incickerof taxes is inefficient. Vehicle
taxation is road damage related, but levied obdises of gross vehicle weight rather than on
potential axle loads, resulting in under-taxatiér2@xle trucks compared to those with
more axles. Since the former is a major sourcenue to states (accounting for one-
fifth of revenue from road users), there is needt$orationalisation, to ensure that the tax
burden is distributed fairly among different tyjds/ehicles according to Passenger Car
Units (PCUSs) as well as the road damage causeddbytgpe of vehicle, according to the
Equivalent Standard Axle (ESA). This would requareery detailed enquiry. A useful
exercise would be to rationalise the tax strudtuich a way as to reduce the burden of
taxation on the operating cost. "If transport gareled as a service, a more proper way of
assessing the tax burden would be to determinextieat to which the tax enters into the
cost of such services i.e. the fares and freigatgel”(Motor Vehicle Taxation Enquiry
CommitteeGOI 1950).

Committees in the past have pointed out thh burden of taxation on vehiclpsr
se,as well as on the operating coBhe Road Transport Taxation Enquiry Committee
(GO, 1967) indicated that for vehicles, "in all g8r cent of the ex-factory price or 34
per cent of the final price for the consumer gaeddxes and duties.” Such a calculation
did not take into account the tax element in thset @ materials out of which truck
bodies are made. Taking into account all elemémésstudy by NCAER (1979) found
the burden to be around 65 per cent. As for theetament in the operating cost, the
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Road Transport Taxation Enquiry Commiti@geOl, 1967) came up with a figure of
35.2 per cent. The NCAER's figure was higher atpé® cent. The corresponding
figures for UK and US were 5 per cent and 17 pat sespectively, in the early sixties.
Our own estimate of the tax burden in the pricehef vehicle is 31 per cent, and in
operating costs the figure is 56 per cent. A higk burden would naturally affect
competitiveness of our products. While it may netréasonable to expect this burden to
come down to levels obtaining in the advanced a@s)t rationalisation should
pecessarily lead to efficiencies (Newbery and StE987, Ray 1993). While it is
expected that the adoption of VAT on a much lasgate than at present would reduce
the cascading effect to some extent, there is aspréad feeling that the burden would
continue to be substantial.

Overview of Tax Litigation

The litigation figures are an example @& thefficient tax administration in states.
As in the case of Union Excise, the complex andtional structure of the sales tax
system has created a huge backlog of unresolvpdtelisbefore the appeal authorities
and courts. The number of cases pending for dacisefore the appeal authorities
exceeded 57,000 in one state alone (West Bengadh B a relatively small state like
Kerala, over 20,000 cases were reported to be mgndir adjudication before the
Appellate Tribunal only® In the National Capital Region of Delhi, nearly,@D cases
were pending before the appellate authorities extetid of 1991-92, whereas the total
number of registered dealers was no more than 439,R speaks ill of the tax
administration system where assessments are disputhis scale and remain undecided
for long periods. In commodity taxes in particukuch litigation creates uncertainty in
incidence for years together. When the cases @aaélyfidecided, problems arise in the
implementation of judgments. If they go in favoditlte assessee, refunds can lead to
‘'undue enrichment', while adverse judgments causblgms to assessees as they
cannot recover the tax from their customers.

The following figure is a schematic g@etation of the systemic mess in the
taxation system. The starting point in the viciaicle is the poor compliance by
taxpayers and weak enforcement of tax laws by adtrators. The enforcement may
be weak because of administrative inefficiencies] also because of the prevalence
of corrupt practices. These factors lead authgritteimpose tax at the first point of
sale. The narrow tax base at this point necessitagier tax rates, extension of tax to
business inputs with nil or only partial rebates)d aexperimentation with
supplementary taxes in the form of surcharges ambver taxes. The higher rates and
the cascading lead to increased tax avoidance atai-S$tate competition, thus
creating pressure for industrial incentives. Thisees further undermine revenue
potential of the tax system, and elicit policy m@sge in the form of yet higher rates,
supplementary taxes, ad hoc adjustments and evea maomful taxes like the octroi
and entry tax. The result is more and more compexstructures, which can only
worsen compliance and enforcement. The problem wéles tax systems have
become so acute and intractable that little roofeftsfor maneuvering on the part of
any individual state singly.

MODVAT and VAT will rationalise the commaditaxation system to some
extent. But transportation equally suffers from tie levied on motor vehicles under

% These cases include agricultural income tax appbat the bulk of cases are related to sales tax.
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the Motor Vehicles Act. Various committees set yptee Government of India have

proposed considerable changes in the motor velaicégion system.

State Sales Tax System: Caught in a Vicious Circle
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In view of the varying structure of base, ratesyreaand the types of taxes levied
in different states, it is important that we aimaatax system which is: (i) neutral, (i)
efficient in allocation of resources, (iii) admimatively expedient and (iv) avoids
cascading. Keeping these objectives in view, wegebelow possible reforms in the
rate, the basis and the types of taxes mentionaceab

The first attempt at rationalisation of motor véhidaxes was made by the
government on receipt of the report of thdian Road Development Commit{@ayakar
Committee) in 1927. The committee had suggestgdo(hpounding of local taxes into
one Provincial Tax and (i) abolishing of tolls aether. Following these
recommendations, tolls were abolished in mostestan private cars, but were retained
on commercial vehicles. Other committees set ulded the following:

(1) Motor Vehicle Taxation Enquiry Committee (1950) (&l&Committee)
(i) Road Transport Reorganisation Committee (1959) &diaSommittee)
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(i) Committee on transport Policy and Co-ordioat(1966) (Tarlok Singh Committee)
(iv) Road Transport Taxation Enquiry Committe8g7) (Keskar Committee)
(v) National Transport Policy Committee (198@a0de Committee)

Briefly, all the committees have stressed that d@ipproach to motor vehicle
taxation should foster development of the roadsfrart sector. These committees have
also highlighted disparities in the basis and ratéstaxation in different states,
multiplicity of taxes, etc. They have unanimoustcammended major simplification
in the tax procedures and have favoured singletpaxation, especially in the case of
inter-state traffic. With regard to the issue offammity in the rates of taxes prevailing
in different states, there are elements of sintifathough the emphasis differs. While
the Tarlok Singh Committee recommended that theti@x of motor vehicles
throughout the country should be regulated by teetral government, the Pande
Committee pointed out the need for uniform basiegadetween states, so that the
incidence of taxation in the neighbouring statesoimparable.

No action has been taken by the governmoemtroducing reforms in the area of
motor vehicle taxation. The AITD Steering Committagserved that operators were
particularly irritated over inlet--state variatioms tax rates and the procedure for
collection. The representatives of the All India tsloTransport Congress and other
transport associations suggested that the exisysgem of ranting national permits
with endorsement of different states should beishetl and that there should be only
two categories of permits, inter—state and intraatestpermits. Generally a truck
operator seldom moves out of a particular zonepperations are restricted to three
or four states. Loading/unloading operations do nké fdace in all states. As such,
payment of equal amount of tax for all states seidoggcal.

Proposals for Rationalisation of Motor Vehicle Taxs

The AITD Steering Committee concluded that phesent system of motor vehicle
tax needs to be streamlined/ rationalised. Differates of MV tax in different states
have created imbalances in the economy, givingtasenhealthy competition among
states. This needs to be checked through legislatheasures. The various
recommendations for rationalisation of taxes cangbmuped under the following
heads.

Uniformity in Tax Structure

Lack of uniformity in motor vehicle tax causd#igsersion of vehicle registrations to
states where the tax rate is low. One possible odet that rates are fixed by the
central government instead of by state governméitiss would, however, require
amendment of the Constitution, transferring thejettbfrom the State list to the
Central list.

Considering that State governments havéddmavenues for raising resources,
which include sales tax, land revenue and MV the takeover of the power of
taxation by the Centre is expected to encountengtopposition by States. Even if
one considers only inter-state operations for psepoof uniformity, one has to
appreciate that a large number of commercial vekialegistered for inter-state
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operations also enter intra-state operations, ngakimdifficult to segregate the two
operations. As such uniformity, in motor vehicle,talthough desirable, may not be
practical in a federal system. Therefore, effonsusd be made to at least bring parity
of tax rates in neighbouring states, so that tloblpm of diversion of registration of
vehicles from one state to another is resolved.

Uniform Basis for Levying Taxes

There are different practices with regard to thsisoaf motor vehicle tax in various
States. This has created problems for transpomatps. There is need for a general
agreement between States on the following unifoormis:

(i) Stage carriages have different seating capacdind sizes. For these vehicles, the
norm could be the seating capacity, along withatihorised number of standees.

(i) Contract carriages are required to be addcessea whole; hence a lumpsum tax
depending on the registered seating capacity ofehéle would be suitable.

(i) Small vehicles, that is, those that are useda hire basis like taxis and 3-
wheelers, should have a flat rate for the sak@on¥enience of making payment.

(iv) In respect of goods vehicles that are expisseerms of GVW, the basis for
levy of tax should be the GVW recorded in the riegigon certificate of each
vehicle. Such rates would also be applicable totthier, independent of prime
movers. When any truck is independently registetid, rate of tax should be
based on its maximum propulsion capacity. A suggestas been made that the
MV tax must be ad valorem. The reasoning is thahawee buoyancy in the tax
system, it would be useful to resort to a tax systhat is based on the cost of
vehicles, with an additional factor of occupancylength of routes or goods
dispatched. However, this may result in higher saga multi-axle vehicles that
ought to be taxed somewhat lightly relative to taxde vehicles. For example, the
excise duty structure may provide an incentiveplarchase and use of MAVs and
articulate vehicles. In line with this, excise duyg MAVs may be reduced to
levels that were prevalent before 1996. Furthex, NtV tax should also provide
incentives for possessing such vehicles.

(v) In respect of goods vehicles operating undemttional permit scheme and tourist
vehicles under the all India Tourist Permit schetine basis for tax should continue
to be a composite fee in lieu of all taxes payai#e plying State/UT, as is the
system at present.

Combined Road Tax, Passenger Tax, Goods Tax, etc.

Rajasthan and Andhra Pradesh have alreadgigamated various taxes
successfully. This has helped in reducing costsotééction and has also led to saving
in time for vehicle owners. More importantly, teewenues realised have not suffered
after such amalgamation. Such experiences shoulephieated in other States.
One-Time Tax

At present, some States have one-tiM¥ tax on personal vehicles. This has
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advantages in terms of saving time, as also in dbst of handling the tax
administration. The system of one-time tax payme&at examined by the AITD
Steering Committee in the context of tighter emissnorms announced by the
government. These norms are applicable to new eshithere are no norms for on road
vehicles, which contribute substantially to airlpbbn. It is understandable that the
government is considering the introduction of dieaive Inspection and Maintenance
Programme for on road vehicles to check emissitaie® aspects. At present,
revalidation of the fithess certificate of a velitd required after 15 years. Keeping in
mind the need for emission control, one of the Alid@ommendations was that the
renewal of fithess certificate for non-transpoiickes should be mandatory after 5 years
and subsequently after every 3 years, so thatatispeis done on a regular basis after a
reasonable interval of time. In case of transpetticles, renewal of fitness certificate
should be on annual basis. Accordingly, one-timepyment will need to be modified
to suit the proposed Inspection and Maintenancgrnome.

Local Taxes

As for local taxes, these too vary signifita from State to State Octroi is still in
place in some States, including more progressives diike Maharashtra. Despite
recommendation for its abolition by almost everynaattee set up to examine road
taxation in the past, the recommendation has notddavour on the plea that octroi
gives access to funds on a day-to-day basis. Thisldvnot be possible with an
alternative like local sales tax. This is not a pefting argument. Rajasthan has done
away with octroi. Some States levy an entry tava aubstitute for octroi. This is an
account-based levy, collected as per cent of t@novhe yield from entry tax has
shown much higher growth than sales tax revenuieeoState concerned. In Karnataka,
for example, the revenue from sales tax has inedeasa rate of 20 per cent, while the
yield from entry tax has increased by 35 per cEné growth of revenue from entry tax
in Madhya Pradesh has also been impressive.

It was reported by the All India Motor Trast Congress that a truck travelling in
4 to 5 States, spends on an average Rs. 10,008. td5000 towards levies of local
bodies in a month (about 4 to 5 trips).

Lease Tax

The State governments should seriouslgiden withdrawing lease tax levied on
pure financial transactions of commercial vehiclsnilarly sales and turnover taxes
levied on transitions under hire purchase and le&seshicles must be withdrawn.
These measures will give a boost to the leasingbicles.

Cap on Tax Burden

The present high burden of tax at 31 pet errthe price of the vehicle and 56 per
cent on its operating cost affects the competiiosition of products. It is essential that
measures should be taken for rationalisation afdao that the tax burden is limited to
between 15 and 20 per cent.

Single Agency

A single agency should be entrusted with thek of collecting the MV tax, the
passenger/goods tax and even fees for nationaitpeiirhis will greatly reduce the time
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spent at different counters set up for the purpose.
Pollution Abatement Incentives

Considering the high concern for pollutiomtrol, some incentives could be built
into the tax system for promotion of non-pollutimghicles. The structure of tax on
motor vehicles in most countries follows differatibn on the basis of fuel use or
catalyst or use of leaded or unleaded petrol. thésefore, recommended that built-in
fiscal incentives be promoted for pollution abatame

Incentives for Attaining Policy Objectives

Motor vehicle taxes could be used to encouthgeplying of multi-axle vehicles
(MAVSs). It is common knowledge that overloading &taxle vehicles causes
excessive damage to roads. Transportation of hieads without causing excessive
damage to road pavements can be best achievediby MAAVS, as these can
distribute the load on more axles, thereby causingparatively less damage.
Besides, these vehicles are fuel efficient, econah@nd eco-friendly.

Tax policy can also be used to achieve nmsieiction and higher revenue from
expensive vehicles. The tax rate can be inverséyed to noise pollution and positively
to the value of vehicles, exceptions being madeercase of MAVs.

Levy of Entry Tax

There is diversion of sale of vehicles pagment of motor vehicle taxes to States
where the rate of sales tax is low. At the timeegfistration, entry tax should be levied
to equalise the amount of MV Tax. This will discage people from registering in a State
where the rate of sales tax is low.

Evolving Principles of Taxation

Entry 35 in the Concurrent List requires the gowent to lay down the principles of

taxation. However, no attempt has so far been netler by the Central government

or by State governments to implement this. Considethe burden of MV taxes on

commercial vehicles, there is a need to lay downciples for taxation to serve as

guidelines to States when they decide on tax r&f@sous reports of expert committees

set up by the government in the past have enuddat@e general principles.

» To give due consideration to the capacity to pay.

* To ensure reasonable rate of return for the opreaaith to provide funds for growth
and expansion.

» To evolve parity in tax structure between States.

* To make sure that the amount of tax is relatechéocost of operation, fuel and
freight rates, vehicle utilisation, road constraotprogramme etc.

* To bring down the number of taxes to the minimum,cbmbining two or more

taxes, such as passenger and goods tax.
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» To set up a single agency for collection of varitaxes.

TheAITD Steering Committee recommended the settingouipn independent
central authority; its functions were to includgiey down principles for taxation.

Inter-State and National Permits

Vehicles that operate within a State mugtioba permit by paying the motor
vehicle tax of the State. Where vehicles operataane than one State, there are two
broad categories, (i) countersignature permits gedmits under reciprocal
agreements, and (ii) national permits introduced3myernment of India in 1975 for
movement between the home State and three or rtiwee $tates.

In the case of the counter-signature peth@toperator is required to pay the tax of the
home State as well as the tax of the other Statendtional permits, he pays the tax for the
home State and also provides demand drafts aatbeof composite tax for each of the
other States. Transport Development Council recamalee that UTs and small States
should charge composite tax of Rs. 3000 and |&Btes Rs. 5000 for each State other
than the home State, on a uniform basis. In p&diits recommendation has not been
followed by most States. Also, there is considexatalay in forwarding demand drafts
to concerned States. This creates problems ofidetiah of drafts, as well as arrears of
revenue due to non-realisation of drafts in time.

The AITD Steering Committee suggested timaeriState permits and counter-
signature permits or reciprocal agreement perrhitsild be abolished. There should be
national permits for all inter-State operationsistill have the following advantages:

(i) The time consuming process of issuing ceusignature permits will be removed,
(i) Payment of MV tax by the operator at on@wcter will save time,

(i) This will protect the interests of operatarbo ply in less than three States.

The AITD Committee also recommended a telescfee structure for inter-State
permits.

Payment Arrangements for National Permit Fee

As already mentioned, vehicles covered b#ional permit authorisation are
required for 3 or more States apart from the hotateSand motor vehicle tax has to be
deposited through bank drafts. The drafts of thenmusite fee are deposited in the
permit issuing transport office and such draft$ectéd during the month are sent to the
Transport Commissioners of the concerned StategreThs however delay in
forwarding the drafts by the home State and recgithese drafts at the headquarters of
the concerned State, creating the problem of eatadin of drafts, as well as arrears of
revenue due to non-realisation of drafts in time.rémove such difficulties, th&lTD
suggested that the payment for composite tax shoellchade in authorised banks in
favour of the State concerned. Besides, it shoalthb bank's responsibility to transfer
the payment to the account of the concerned agendytransfer the payment to the
account of the concerned State.
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Section 8: Other Barriers in Trucking Operation

The preceding sections have highlightedileggpns and tax related barriers. But
free flow of commerce is obstructed due to a varmétother reasons. Logistics, paper
formalities, etc. are scores of other impedimentsch consume lot of time and cause
excessive delays. Any obstruction in the movemégbods leads to an increase in cost,
whether it is on account of taxation, regulatiomnefficiency. Such barriers are basically
fundamental to the systemic framework, and are adsponsible for frequent delays
and stoppages. For example, the complex paper weoukired with the consignment
and fixing responsibility for any mistake.

Complex Paperwork

There are almost 58 forms contained inGkatral Motor Vehicles Rules, 1989.
In all, 186 different kinds of basic informationeacollected by the various transport
departments of States and Union Territories. Thadoare usually not user friendly and
much of the information required to be filled inrepetitive in nature. The entire range
of forms (1-58) suffer from redundant informatidfor instance, every application for
issue of learning license shall be accompaniediogdical certificate in Form 1-A. An
application for a medical certificate (Form 1) @ngs the applicant's declaration
pertaining to his/her physical fitness. The infotima sought in Form 1-A under item
number 3 is a repetition of the information soughform 1. Moreover, once physical
fithess of the applicant is certified by the congpétauthority (Medical Officer), the
applicant's declaration in this regard does notesany purpose. The applicant address
is classified into permanent address, temporaryreadd official address, etc. Sub-
classification of the applicant's address leadsnteecessary complications and does not
serve any specific purpose. Likewise, both the daterth and age of the applicant have
to be furnished in many forms. Form No. 2, Form Mland Form No. 6 contain details
of vehicle classification as motor cycle with ortlrdut gears, invalid carriage, light
motor vehicle, heavy motor vehicle, medium goodsicte, medium passenger motor
vehicle, heavy goods vehicle and heavy passenger wehicle, with the intention that
the applicant should tick mark one of the vehi@deegories.

There are other such discrepancies ihalForms, from 1-58. There are scores of
other forms related to goods, C-Form for CentréésSdax, Form 31 and 32 for Entry
and Exit Permit in Uttar Pradesh. Each State Isagviln set of forms related to vehicle
movement and commaodity transported. Complexityapgs work can be translated into
costs and such costs ultimately increase the apeadt transaction cost indirectly. In
fact, multiplicity of forms and information can loellapsed into a single form, which
can be submitted in advance, even electronicaligre a truck reaches a check-post.
And in such instances, clearance at the check-paristbe automatic. Such smart
forms and smart cards will eliminate barriers toveraent for 90 to 95 per cent of
trucks and detailed scrutiny will only be necessary to 10 per cent of cases. Such
attempts have been successfully experimented wittountries like Hong Kong and
Singapore. A necessary pre-requisite for such expats to be successful is removal
of the present policy-induced cum legislative brmsavour of small truck companies
and single-truck owners. Large companies will ndiyomprove the lot of drivers, as
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they have in countries like the United States, thdlyalso make trucking operations
more efficient by exploiting economies of scale amake financing easier.

Complex Practices

A buyer in Lucknow has made a purchase fxtumbai. Any goods entering Uttar
Pradesh must be accompanied with Entry Permit mR#2. Form 32 requires basic
information to be filled in with regard to the cagrement, for example, nature of the
commodity, name and address of the seller, totaluatof goods in terms of quantity
and value, name of the transporter, registrationber of the truck, date of despatch,
etc. The buyer at Lucknow is supposed to fill ia torm and send it to the supplier at
Mumbai so as to enable the Entry Permit Form 3ctmmpany the consignment. It is
practically not possible for the buyer at Lucknankhow the name of the transporter
and the truck number that will be carrying his égnsent to Lucknow at the time of
purchase. So as part of the deal, the buyer serdan Form 32 to the seller at
Mumbai so that it can be filled in appropriatelymust be ensured that no cutting or
eraser is used on the form.

The seller at Mumbai fills the document witlguisite information regarding sales, but
still leaves the form incomplete because he prédetiinsport the consignment through a
transporter, who can dispatch the consignmentdckhow on an immediate basis. Thus,
the supplier sends the incomplete form to the Bupkhgent. The Booking Agent
identifies the transporter and sends the necessegipts along with an incomplete Form
32. This is understandable because he is not af#ne truck number, which will carry
the goods.

On the transporter's premises, the pemgmonsible for loading and unloading is
the supervisor for a big company and a driver ia tase of a small company.
Nevertheless, the transport supervisor inspectdiigaof the cargo and hands over
the papers to the driver. The driver fills the rnegda details in Form 32 to the best of
his abilities. Thus, at the end of a transactibe, éntry or exit permits are essentially
filled by drivers, rather than purchasers or selldrecause of the informational
requirements. If the driver has made some mistakesoentries are illegible in Form
32, the truck will be detained at the Uttar Pradiestder, say Ghaziabad. Eventually
the purchaser will have to come to Ghaziabad akd tg the usual recourse of
'dispute resolution' to allow the consignment &wél to Lucknow. In the entire chain
of events, the purchaser suffers for no fault &f. Aihe seller suffers in terms of
payment delays. The transporter suffers becausedhigle is out of business. The
driver suffers in terms of detention. In realitigetfault lies in the form or in the type
of information required in the form.

This is a common phenomenon for all sugles of forms. For instance, the
purchaser sends an incomplete C-Form as part efsbential requirement of an inter-
State transaction to the seller, so that the selder include usual discounts and
commissions in the total value of goods that needd shown for tax purposes.
Likewise, there are other discrepancies in format taccompany the receipt and
consignment.

Law and Order

The pervasive effect of the poor law and ordewuation is also seen in the
transportation of goods. Frequent looting of camsignts on the way is one such example.
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But more alarming is the phenomenon of 'chakka' paactices that is gaining large
acceptance. Frequent 'chakka' jams on the natibigilways are increasingly
impeding. By the time law enforcement agenciesraran the scene, there are long
gueues of motor vehicles. For example, a 'chalda’ gn NH-2 due to a hit and run
case resulted in blockade of traffic for more tBamours. The blockade ended when the
local authorities agreed to pay compensation tdaimdly. Such incidents are becoming
too frequent on our national highways.

Traffic movement also suffers on accountaridis and strikes. In the last year, NH-
28 was closed on fourteen occasions for about de8shbecause of bandhs and strikes
called by various political parties. Success ofdbanor strikes is measured in terms of
traffic closed on highways or railways. But regtgrithe traffic movements on major
highways after a bandh call can further delay smombvement of traffic by almost 5-
8 hours. All such stoppages on the highway can &mlye avoided if the law
enforcement agency is efficient and effective.

Another example of weaknesses of the systémamsework is that all barriers and
check-posts are not at one location. Each depattimes its own scantily manned
check-post at more than one place. But more that) tivic authorities in major
townships have banned the movement of heavy goadsers between specific
working hours for safety reasons. In the absendsypésses in the road network, if a
truck has to pass four such cities on its way ®fihal destination, this can result in
stopping the vehicle for more than 8 hours, dependn the time of arrival at the first
crossing. The prohibition stands valid for all hedvaffic movement, whether the
goods are going to be unloaded in the city or pasts to some other destination. In
both cases, the vehicle is detained.

Then there is harassment by police &WOs. The highway police units are
supposed to ensure smooth traffic flow on highways take immediate action in case
of accidents, traffic jams, road-robberies etc. B AITD survey revealed that the
police and RTOs play an exactly opposite role. Tdwen police, and even the rural
police at outposts, stop trucks with the help obden barriers or barrels at night hours
and demand money. As mentioned earlier, regulaedriare well acquainted with these
practices and they even know the exact locatiods\&arking hours' of these squads.
As a result, they adjust their driving hours toidwmnfrontation with these squads as far
as possible. As a consequence, they eventually sppeed to cover the time and
backlog or to pass a certain place before cert@aimsh This practice is dangerous from
the safety point of view'. The RTO check-posts ame mainly function as revenue
collection centres for individual benefits rathlieam for State exchequers. Overloading
is openly allowed in Maharashtra and Gujarat atIR€. per MT, without receipt. In
Haryana, overloaded trucks are allowed at Rs. #8043, with a receipt issued by the
Commercial Tax Department, wherein it is specificatentioned that this receipt has
nothing to do with any action that may be takendiegrloading under the MVA or any
other Act. Mechanical tax collection in Orissalmat Rs. 800 per vehicle per calendar
month or part thereof.

An Observation

In general, the road conditions are poor, barrinfpva stretches. The worst road
conditions are in Bihar, where the surface is lptalashed out and has been in that
condition for several years. Road makings anditrafigns are almost non-existent,
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with a few exceptions. The AITD survey team obseéras many as 30 accidents on
NH-2 in Bihar, including a few head-on collisiongedto drivers trying to avoid pot-
holes while in speed. Several overturned vehiatestlaose with broken axles and spring
assemblies were also observed. In every city/tonvroate NH-2, ribbon development
of habitats and other commercial activities waseoled. Slow moving vehicles like
bicycles, scooters, tongas, auto rickshaws as aslpedestrians were seen to be
mingling with the through traffic.

Section 9: Costs and Rewards

The usual impression is that the truck hess is lucrative. A single truck
operation in one year can add another truck tofldet. Costs and rewards in truck
business need to be judged on the basis of theipl@nce with the tax and regulatory
regime. In terms of costs, the transportation sectofronts a variety of direct and indirect
costs. For instance, transportation activities hgigaificant environmental, social and
economic impacts. Sustainability planning and casipact analysis requires
consideration of all these impacts. But curremgpert-related planning focuses on a
few impacts, particularly the quality of vehicleaffic (roadway level of service,
congestion delay, average traffic speeds). Thignass that public resources should be
allocated to transportation improvements basedwrent travel behaviour, and that
the problem with motor vehicle traffic is that taes not enough of it. This directs
investments towards highway improvement, to accodategrowth in vehicle travel,
rather than development of better forms of access.

Current planning and investment practicegr@mphasise highway capacity
expansion. Such objectives tend to contradict otlistainability goals by leading to
more automobile dependent transportation and Isaghatterns. Increasing the capacity of
congested roads tends to reduce two costs (comgedtiays and vehicle costs), but
increases many others over the long term, as iredidzelow:

Transportation Costs Affected by Increased Roadwagapacity

Costs Reduced by Increased Costs Increased by Increased
RoadCapacity Road Capacit
Goods Transport Passenger Transport
Congestion delays ar Total vehicle cos
vehicle cost Parkinc

Road facilities

Accident:

Air pollution

Resource externaliti
Waste dispos

Barrier effec

Municipal service cos
Land use impac

Water pollutiot
Roadway lan

Noise

Equity and option value

Over emphasising highway capacity expans@rards high-mileage drivers at the
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expense of people who drive less than averagetatradl. Rather than simply measure
a transportation system's ability to move vehictesjore appropriate index is based
on 'mobility’, that is, the movement of people. Bt far as goods transportation is
concerned, increasing the highway capacity is &gial part of transport planning.
However, mobility is an inadequate index, sincemplies that movement is an end in
itself rather than a means to an end. The besspoatation indices focus on "access”,
the ability to reach goods, services, activitiesl aestinations. Access can often be
achieved with reduced movement, for example, bgctehmuting to work, by
improving delivery systems, removing regulatory atiter barriers, and through land use
changes that reduce the distances between resgl@mployment and services. Traffic
congestion can exacerbate other costs (accideog),and parking facility costs and
some types of environmental-related costs.

To estimate in terms of costs and rewdrds essential to break up the entire
delivery process into four stages, namely, Stades&ding, Stage-Il: Journey Time,
Stage-lll: Stoppages and Delays, Stage-1V: Unlogdimd Return Journey.

Stage-I: Loading

The AITD survey revealed that the goods carriecevi@aded through brokers by paying
lump-sum amounts as commission. Taking the exawipée Mumbai-Delhi journey, it
was found that the truck was overloaded. It wag @ported that the total loading time
is approximately I/4th of the total trip-time. Angsilar finding was also observed for
loading/unloading on Delhi-Kolkata and Delhi-Chenimgs. This was mainly because
of long queues for loading, specific hours to assearehouses under municipal limits,
etc. The longest waiting time in queues for loadingpnsignment was around 32 hours,
inside the plant during the Chennai-bound trip. démpensation is paid to the truck
owner for such delays. Loss in terms of workingfison loading can vary between
24-48 hours.

Stage-Il: Journey Time

It is difficult to estimate approximate jowty time for major locations, because of
high degree of uncertainty on the highway. Theeevarious reasons for stoppages, it can
be regulatory, maintenance, etc. But occasionillygan be also related to the poor law
and order situation. Truck operators with long temangement with various official
agencies (monthly rent paid to the agencies fartiefree | rip) rarely get their trucks
detained. There are also instances when | he titgkr, as a regular visitor, has cut
out deals by paying a paltry amount at the chesksp&uch instances are common for
short-distances or movement between one or twaesSt&n long distances, such
arrangements cannot be worked out, because ofitérplay of a wide variety of State
departments. Therefore, the focus is on the dtivgray and move, in cases where the
firm has not been able to cut out a long-term dathl the official agencies.

In the light of the above, the followingptriime based on the AITD field survey
may have some limitations. But it can indicate agyal pattern of trip time.

Distribution of Trip-Time by Activity

Total trip time and its distribution intotaal moving time and halting time, as well
as further break-up of halting time for differeasons, is as follows:
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Table 1: Distribution of time by activity (% to total trip time)

Activities Mumbai-Delhi Delhi-Kolkata |Kolkata-Chennai
Total Trip Time (Hrs.) [62.5 89.5 142.5
1. Moving time 69.2 54.4 38.0
2. Total halting time 30.8 45.6 62.0
3. Loading/Unloading |7.5 24.8 25.3
4. Getting Papers/Advan7.1 0.5 -

etc.

5. Octroi, RTO and oth{4.8 24 1.8
check-posts

6. Diesel lopap and2.9 0.4 3.8
mechanical attendance

Meals/Snacks/Bath al8.5 17.5 31.1
Rest

The percentage of actual moving time ®tthial trip time was 69.2 per cent, 54.4
per cent and 38.0 per cent for Mumbai-Delhi, D&bikata and Kolkata-Chennai
routes respectively. The comparatively lower pewrmgsn of moving time for Kolkata-
Chennai trip is noted, because the percentagmefdpent for rest and meals, etc. during
the Kolkata-Chennai trip is higher than the fingbttrips. This is essentially due to
single driver operations. Total trip time of 142ihand 30 minutes is also high for this
trip due to the same reason.

Contrary to perceptions, tWdTD survey shows that the percentage of halting
time at different check-posts is between 2 per @&t per cent of the total trip time.
On the basis of personal interviews, many drivejected this observation. Some of the
reasons attributed for this anomaly are a singhe tbservation on each route, regular
drivers operating, and a lopsided field surveyddam favour of large firms who had
established close relations with check-post stadf were well acquainted with short-
cut ways of getting clearances easily.

It may not be out of place to mention thattee drivers of these three trips knew
the timings and locations of RTO flying squads iffedent States en-route and thus
successfully managed to avoid their encounter amyracasions. This is stated in the
AITD survey report.
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Average Speeds Observed

The following table shows the overall agger of each trip, based on the actual
moving time only. There is no significant variationthe average overall speed per
hour for the three routes. However, further analysi speeds attained in different
States shows wide variation between 17.33 km/hahdviashtra to 22.05 km/h in Bihar
and 50.50 km/h in Haryana. The reasons for thiseweund to be heavy traffic
congestion, poor road surface and even surfacedwdahel roads in Rajasthan and
Haryana. The hours at which these distances wererex also played an important
role, for example, at night roads are almost fideaal traffic and other activities.

Table 2: Average Speed in Different States

Mumbai-Delhi |Delhi-Kolkata [Kolkata-Chennai
Average speed (Kmph) 33.05 30.64 34.13
MAH-17.33 HAR-50.50 WB-29.35
GJ-33.33 UP-36.20 ORS-30.91
R.1-44.17 BH-22.50 AP-37.65
WB-32.20 TN-37.65

Driving Spell

The details of driver-wise spells during the trgbsng with actual steering duty hour in
each spell and number of halts during each sp#h, time spent in such halts is shown

below. This is based on the AITD survey.

Table 3: Driving Spell (Mumbai-Delhi)

Driver Steering Duty|Gap BetweerlNo. Of Halts.|Total Halting|Rest Time
(Hours-Min) |Consecutive |Time (Hours-|(Hours-Min) |During Halts
Spell (Hours{Min) (Hours-Min)
Min)
| (Main) 7-0C - 1 0-35 0-2C
12-3C 4-3C 2 1-25 1-25
15-45 6-55 5 2-05 1-20
Il (Second 4-15 - 1 0-15 0-15
7-3C 7-0C 2 1-0C 1-0C
9-25 12-45 2 1-3C 1-0C
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Table 4: Driving Spell (Delhi-Kolkata)

Driver Steering Duty|Gap Betweer{No. Of[Total Halting [Rest Timé€
(Hours-Min)  |Consecutive |Halts. During Haiti
Spell (Hours- Time (Hours-Min)
Min)
| (Main) 1-2C - 1 0-2C Nil
13-05 2-25 2 2-05 1-40
7-2C 4-25 1 0-15 0-15
1C-25 6-20 3 1-25 1-10
13-45 5-15 4 6-2C 3-05
Il (Second 2-2C - I 0-45 Nil
1-55 14-35 Nil Nil Nil
[l (Cleaner |1-5C - 1 0-2C 0-20
4-15 NA Nil Nil Nil
5-15 NA Nil Nil Nil

Though there were two drivers, the steeringedwere not uniform for both of them.
The main drivers shouldered the lion's share ofirdyj whereas the second driver was
utilised more or less like a reliever. The steednges of main drivers are well above 10
hours (even up to 15 his.-45 min.), with a gap kbetwtwo consecutive duties ranging
between 2 to 6 his. only. The survey also revetdatithe second driver was 19 years
old and did not have a valid heavy-duty licenseeréfore, he only drove during the
stretches that were considered safe.

Stage-lll: Stoppages and Delays
Vehicle Conditions and En-Route Maintenance

The trips from Mumbai to Delhi and Delhi twlKata were covered by Tata - make
LPT vehicles with high-sided wooden bodies (called Blinpody). The Kolkata-
Chennai trip was done by Ashok Leyland CS 1611 inatte semi high-sided body.
The cumulative kms done by these trucks were ZaRBs| 0.03 lakhs and 0.44 lakhs
respectively. The tyre conditions were good, exéapthe Chennai-bound vehicle. The
rear left pair of tyres fitted on this vehicle wamost worn out and the stepney tyre was
fitted with nuts and bolts on the side-walls. Itsn@bserved that due to the high-sided
wooden body and extended and bad road condititves,unladen weight of these
vehicles was higher as compared to the half baatkdrtypically operated in Central and
South India. This resulted in restriction of pagdazapacity to around 9 MT only, as
against 10 MT for the South Indian vehicles. Howgefrem the safety point of view, the
high-sided body was much better. Regarding prexemtiaintenance norms followed, it
was observed that nipple greasing was done evérki3B intervals. Engine oil top-up
was not done during any of the three trips en-etolyre pressure was checked from time
to time, whenever the vehicle halted for any reamsmheven during traffic jams. All the
vehicles were fitted with additional air-pressucers, with an option of switching over
to regular electric horns to be used only in cities
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En-Route Expenditure

The total en-route expenditure incurred tloe three routes and its percentage
distribution under different heads is given bel@wfurther break-up of official and
unofficial expenses towards official agencies aaulap, etc. are also shown in terms of
percentages.

Table 5: En-Route Expenses Incurred

Mumbai-Delhi {Kolkata-Delhi |Kolkata-Chennai

total er-route Expenditul Rs. 8101 Rs. 655! Rs. 750!
Distribution of Exp. (% of total)

1.Diesel and Oil 51.85 64.12 65.83
1.Crew Expenses 7.41 7.63 9.33
3 RTO and Police 29.88 6.71 9.08
Official (24.8) Nil (54.4)
Unofficial (75.2) (100.0) (45.6)
4 Octroi and other tax

Check-post Exp. 1.05 3.66 3.34
Official (29.4) (12.5) (Nil)
Unofficial (70.6) (87.5) (100.0)
5.Toll fees 0.80 0.31 1.27
6.Broker's Commission 5.56 5.35 2.00
7.Loading/Unloading 2.22 12.22 3.79
Official (83.3) (100.0) (71.4)
Unofficial (16.7) (Nil) (28.6)

8.0Others (Weighting, mino
repairs, tyre puncture, etc.)

Official (30.0) - (89.6)
Unofficial (70.0) - (10.4)

A major share of around 52 per cent to 66geat of the total en-route expenses
goes for fuel and oil. In case of RTO and policpemses, it was as high as around 30
per cent for the Mumbai-Delhi route, of which, nragxpenses were unofficial. This
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was due to overloading of goods to the tune ofraatitons in terms of GVW, though
the actual overloading in terms of material carnegb 3.5 MT. The RTO and police
expenses during the Delhi-Kolkata trip were engirehofficial. The other unofficial
expenses include tips given to loading staff, sgcyrersonnel of dockyards and
donations extracted by locals on the way for fedsivand fairs, especially in West
Bengal and Orissa.

The per km en-route expenses worked out tdbR2 for Mumbai-Delhi, Rs. 4.39
for Delhi-Kolkata and Rs. 4.07 for Kolkata- Chenraites. On the Mumbai- Delhi route,
expenses on RTO/Police due to overloading werbddune of Rs. 1.53 per km. The
freight earned per km was Rs. 12.64, Rs. | 1.40 @aB@ for Mumbai-Delhi, Delhi-
Kolkata and Kolkata-Chennai routes respectivelye Tifgher freight rate of Mumbai-
Delhi was mainly due to the 3.5 MT overloading, ievlthat of Delhi-Kolkata was also
comparatively high because it carried perishablermodities, that is, apples.

Other Observations

The AITD survey found that in every Stakecal drivers always tend to be
aggressive. Haphazard overtaking, over speedingtinguin immediately after
overtaking, was normal. The same drivers, once #mgr another State, become
comparatively defensive. On two-lane carriage-waysyybody tries to be in the center
of the road and while passing on-coming vehiclgsictantly switches to the left by just
a few inches. Lathi-charge on the on-coming velsidtent glass to get right of way was
also witnessed in Gujarat.

It was also observed that there was nticodar schedule followed by truck
drivers. As mentioned earlier, in case of doubleedroperations, there was hardly any
halt for rest. Similarly, there were no particutemings for meals/bath etc. As result,
meals at odd hours were a common phenomenon. lalsasobserved that during the
journey, the crews normally take minimum food sdaavoid drowsiness etc. It may
be worth mentioning that the survey team witnesh@ckrs taking naps at the wheel,
lasting 5 to 10 seconds, particularly towards thd ef long driving spells, when
stretched beyond 10 hours.

The topmost grievance of drivers is agaivatssment by police and RTOs. The
highway police units are supposed to ensure smioatiic flow on highways and take
immediate action in case of accidents, traffic jarmad-robberies etc. But the AITD
survey witnessed that the police and RTO play éx#ue opposite role.

Delays: International Borders

Another survey by UN-ESCAP also highlightee pervasive effect of delays in
the free flow of goods from India across internadioborders, namely Nepal and
Bangladesh. The delays at the borders may some&uasbe 7 days. As a result of
this, the transporter suffers from additional wagjtcosts and movement of vehicle for
the next trip. Usually, the cost burden at the bois estimated as LIS$5-10 per ton,
which is considerably higher than in most develogeahomies.

Such delays have an impact on prices ohnoodities and freight charges.
Transporters also find high waiting time at thedsss a major deterrent, because their
vehicle is out of rotation from usual cycle of reue generation. The paperwork is also
quite complicated and enormous in cross-border mews by road.
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The North East sector is supposed to bestwswctor for transporting agencies
because of various reasons, namely, difficult dgviconditions and poor legal
enforcement measures. At most places in the Naat &nd Eastern sectors, various
extremist organisations and mafias run an indepgnideal government and extract
movement fees from trucks. Thus, transporters hawhelve twice the amount for the
safety of their truck and consignment, which ismdttely passed on to the consignee
and consumer.

Table 6: Transport and Transit: Performance Indicators

Time Delays (in days'|Costs (US $/ton
Transit [Border [Transfer|Transit [Border |[Transfer
Time Crossing |Time Costs |Crossing

Kolkata-Petrapole- - - - - -
Benapole-Dhaka (Road) 1.5-2 0.5-2 1-2 64 2-3 7-8
Kathmandu-Biratnagar- |5- - - - - -
Kolkata (Road) 5-7 1.5-2 1-2 10-40 |1.5-3 7-8
Kathmand-Birganj-  [5.7 3-7 NA 20-40 [7.5-10 |7-8

Kolkata-Haldia

Patna-Hill-J.Bridge- [10-15 [1-3 0.5-2 [8-10 5-10 7-8
Dhaka-Chittagong (Road

Guwahati-Shillong-  [6-10  [0.5-2 [0.5-2 [NA NA NA
Dawki-Tamabil-

Chittagong (Road)

Stage-1V: Unloading and Return Trip

It is evident from the AITD survey thatating and unloading time is almost
identical in most cases. But the identificatiorfrefght on the return journey is a matter
of much concern, because the efficient growth tdrmediaries (brokers) has not taken
place. Unhealthy competition among these agene@sgsdndered the trade unattractive
for new entrants. Both brokers and booking ageatse mo written document. They
function by word of mouth, which often results imetr dealing only with known
operators. Thus, small firms suffer from partiddigded trucks on their return journey. It
is also interesting to note that while the onlyblilgty of the broker is to ensure payment
of freight charges by booking agents to the truakers, nearly 74 per cent of brokers
have complained of delays in payment. Thus, thespart owner suffers on two
accounts, loss of revenue on his return journeydatay in payment for the first leg of
the trip.

Rewards and Costs

Finance is a major problem plaguing the Sjppant sector. Banks provide direct
finance to the SRTOs under the Priority Sector rendscheme. This scheme is
applicable to only those operators who do not ovamenthan 10 trucks. This scheme
has certain benefits in terms of interest ratesghviange between 14 and 15 per cent.

Under this scheme, the category of borrowetsdes a variety of other players like

operators of taxis, autos, buses, carts, cycleshiks, etc. But for truck operators,
banks usually grant loans for the purchase of @hamsd not for bodybuilding,
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resulting in truck owners cutting corners in builglibodies for the truck. Though banks
are asked to follow a flexible approach towardsgimmarequirements, they usually insist
on 20-25 per cent of the total cost as margin requent. The repayment schedule is
set for three-five years, through monthly/quartergtallments. The high rate of
interest on loans for the road industry is an afe&mncern. Currently, around 90 per cent
of commercial vehicles sold are on hire purchaaséiefinance/loans. Hence, interest
payment becomes a critical component of the opgratost while determining the
operational feasibility of running the truck.

Working capital is a critical component. Tissrequired to meet the day-to-day
expense on diesel, salaries, wages, rent and mamte of assets. Besides, it also
includes other hidden costs that are levied becanfseegulatory and other
impediments. Proper costing is a precondition fstingating the proper working
capital requirements. But the existence of a logdy areas in terms of rents at
different places makes the cost estimation a difffiproposition. The amount of
working capital is also dependent on nature anelgizhe business.

There are no set formulae for determinihg working capital needs of an
enterprise. Road transport is a high risk and leward proposition. It is a service
industry, where efficiency and size are not closelated to economies of scale. The
share of total freight movement via road is aln@@sper cent. A hypothetical estimate
of working capital required during a month for cgtérg a two-axle vehicle between
Delhi-Mumbai (to and fro distance 2800 km) is giviethe box. It is assumed that a truck
operates 3 round trips in a month and the avemaglecbnsumption is around 3.85 kms
per litre. On an average, Rs. 50,000 is estimasethe working capital required for
three round trips.

The charges are Rs. 12,000 per trip to Mairftom Delhi for a fully loaded truck.
Thus, the total earnings from three trips are R9D00, resulting in an income of Rs.
22,000 per month. As far as economics is concertigslis fair business in terms of
returns. But there is a significant un-recovergddicost, which includes interest, cost of
office, waiting time, etc. Single interest paymenta truck varies between Rs. 10,000
and 12,000 per month, assuming the cost of an ld®étaround Rs. 3.5 lakhs and that
of HCV around Rs. 6.5 lakhs. Having made an investnof 6.5 lakhs, a truck owner
also has to spend around 1.5 lakhs for bodybuilding other accessories, thus
amounting to a total investment of around Rs. &daefore the truck (HCV) can be
used for transporting goods.

With an investment like this, the ownereatgss an income of about Rs. 8000 per
month. But to generate income, he has to also makecations for working capital.
Thus, the costs more than neutralise rewards. Riewaan only increase if the owner
can make a greater number of trips or circumventegulatory regime. Besides, it is not
always that a truck gets cargo for a round trighadt adequate tie-ups with brokering
agencies or major transport agencies. These eesnudtthe working capital do not
include monetary benefits distributed to variouciafl agencies (other than the usual
ones like RTO, Octroi, etc.) on the way for freeouament and also waiting and
stoppage costs.
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Sample survey of En- route Expenses
(Mumbai- Delhi Route)

(Rs.
Total er-route exenst 8100.0(
Distribution of Expenses
1. Dieseland C 4199.8!
2. Crew expenses 600.21
3. RTCand Polic 2420.2¢
of whick
- Official 600.2:
- Unofficial 1820.0t
4. Octroi and other tax
Check-post expenses 85.05
of whicr
- Official 25.0(
- Unofficial 60.0¢
5. Toll fee: 64.8(
6. Broker's Commissit 45,3¢
7. Loading/Unloading 179.82
of whicr
- Official 149.7¢
- Unofficial 30.0¢
8. Others (weighing, min
tyre puncture, etc. and also donat
dock entry 99.6:
of whicr
- Official 29.8¢
- Unofficial 69.74

SourceAITD Report of the Study on Trucking Operationsaia.

Logistically, a truck moving from Delhi towards Mm@ encounters the first
check-post (sales tax) at the Haryana border. #ltes gax check-post inspects the
consignment and respective forms and receiptdigcheck-post, the driver has to also
declare whether any delivery is to be made witemitorial boundaries of Haryana. If
any delivery is to be made in Haryana, relevantygpépers and tax paid certificates
are checked for the consignment. If the entire igomsent is to be delivered at
Mumbai, the driver will have to declare the routebe taken, as well as the exit point
from Haryana(Baheti). Under this obligation, the vehicle is not allowedchange its
route plan. It is a common experience that truckseat adhere to declared route plans.
For instance, due to chakka jam on the route, dyitake arterial roads to avoid jams.
Once the truck is on the arterial road, the truedrespeeds to get back to the declared
route as fast as possible. Otherwise, sudden claack deviation may lead to
impounding of the vehicle and arrest of the driver.

The second check-post is octroi at the distriatlle®ctroi check-posts are at all the

~55~



district entry points. At all such points, the va&iwill be stopped for collection of
octroi. Poor law and order situation has resultedhe emergence of illegal octroi
check-posts under the umbrella of local mafia. This lead to double taxation. In case
the driver attempts to avoid such check-posts, ethisr always the threat of
manhandling, looting and even stealing of the emomsignment midway. If a State has
seven districts on the way, the vehicle will pajroicat seven locations.

The third check-post is of the RTO to check theialehpapers and requisite
permits to enter the State. These check-posts radistrict-basis and the vehicle is
stopped usually at the point of entry in the Stté.since the RTO's jurisdiction is on
district-basis, each RTO is interested to obtasnpmund of flesh.

The fourth check-post is related to theeBoDepartment, which is empowered to
check each and every vehicle under suspicion. diregk-post is not so important for
goods transport, but to avoid harassment, the leehéxds to show papers as and when
required. These check-posts are also at the dikviel.

The fifth check-post is the tollbooth fdretuse of bridges, flyovers, etc. Such
tollbooths can range between 3-6 tollbooths in msgjve States and 2-4 tollbooths in
not so progressive States.

Apart from these, there can be sudden chéxk different law enforcement
agencies like District Supply Office, local policgc. On its way to Mumbai, a truck
has to pass Haryana, Rajasthan and Gujarat. lihralk States, the vehicle will be
stopped at the respective check-posts for inspeofipapers and collection of taxes and
other monetary benefits. It is suggested that Weeadl indirect cost can be two times the
freight cost, depending on the destination. In geahtime delays, a passenger vehicle
that is free from such checkpoints takes aroun@®8&ours to reach Mumbai. But a
goods vehicle, which is answerable to all the chenks, take almost 6-7 days. In other
words, the overall increase in travelling time ieumd 3-4 days. Such delays are rarely
translated into costs. But roughly, one can say tthea India incurs losses of almost 3
days of GDP for every week through inadequate partation.

Transporters confided that profits are enartransporting goods without adequate
papers. There are scores of coloured receiptsai@ilvith transporters, which are
well known in government circles. At check-posts number of coloured receipts
decides the payment (hearsay information is Rsp&5coloured receipt). Once the
truck driver makes the payment for the coloureckipgs, there is no stopping of the
vehicle on the way. In cases of surprise checks #ig plain paper receipt is shown to
inspectors for free passage. In other words, tisegelot of understanding between the
government staff manning the borders. Usually, tiaken to deliver unauthorised goods
is 3-4 days, as against 5-6 days for a regularibdlimbai trip. The reason cited by
most truck drivers is that they are aware of thartgs when the checks at border or
various city limits are minimal, so they start theurney accordingly. Major coverage
of the route is carried out in the night and usuaéist is in the morning hours.
Transporting unauthorised goods is a risky projosibut a profitable one, because the
transporter charges more than the prevalent ratpprdximately twice the normal
charges). At the same time, drivers feel safe teedsuch consignments, because the
rates are already fixed and therefore they do mpemence harassment and other
complications. All check-posts allow smooth passagsuch vehicles. In some cases,
even the law enforcement officials take extra prgoas with such vehicles by way of
information about troubled areas. Besides, sucitheshare also allowed unofficially to
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change their route plan depending on the circurastan
On the basis of personal interviews with transpsyté all the additional costs are

eliminated, the delay can be reduced by approxigndtdays and transportation costs
halved.
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