
CHAPTER VI --------
FINA!.\l'CIAL PERFORVAt\l'CE OF NORTH BENGAL. STA'rE TRA.'JSPORT 

CORPORA'ffON-k'JD COST-FARE R~ATIONSHIP ------

SECTIO~J I 

FINANCIAL PERFO.ct.MAc'\lCE OF _J!BSTC 

Finance plays an extremely CD~cial role in the 

continuity and growth of any organisation. '
1 It is said to 

be the circulatory system of an enterprise making possible 

the needed co-operation between diverse units of activity111 • 

It serves two important functions. The first one is that 

it is means of assembling the funds necessary to initiate 

a new activity. The second one is that it provides the 

basis for continued operation - furnishing additional 

capital, covering the costs of operat io:1 and generally 

• 'J 
synchronising the various factors o£ a gaini:1g enterlJrlse "". 
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Peter F.Drueker, knows as father of corporate world 

in the management circles, puts the economic performance 

first in every activity of business management. According 

to him, 11 a business management has failed if it fails to 

produce a economic results. It has failed if it does not ;.:::. · 

supply goods and services desired by the customer at a price 

·the customer is willing to pay. It has failed if it does 

not improve, or at least maintain, the wealth producing 

capacity of the economic resources entrusted to it. And 

this, whatever the economic or pol.itical structure or 

ideology of a society, means responsibility for profitabi

lity''3. 

Financial performance is an important factor which 

influences the finances of the organisation. The purpose 

of this chapter is to analyse profits. It is better to 

refer certain basic issues in the context of profit such 

as the need for profit, whether profit is an index of 

efficiency, ~r.rhether a ;mbl ic sector transport corporation 

should aim at making profit etc. As regar(~ the need for 

profit the sayin~QEGarfield, J.Paul and .Govejoy, and Peter 

F.DDucker are as follows respectively. 

11 It is the prospect of ivhich gives business the 

incentive to work harder, to produce more efficiently, and 

to experiment with new ideas which will give a competitive 

4 advantage 11 11 Finally, there is a need for profit - other-

wise none of these objectives can be attained. They 
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require effort, that is cost and they can be financed only 

out of the profits of a business. They all entail risks, 

they all therefore, require a profit to cover the risk of 

potential losses. Profit is not an objective but it is a 

requirement that has to be objectively determined in respect 

to the individual business, its strategy, its needs, and 

its risks n 5 . 

As regards profit - an index of efficiency, there are 

two schools of opinions. According to G.K.S&\JT, 11 The word 

profit is linked with profiteering and is considered 

undesirable and antisocial in a socialistic economy. It 

should, therefore, be substituted by the word 'net income' 

or 'net earnings •. It will be seen from the above that 

the net income if not adjusted for uncontrollable t actors 

merely represent the difference between in£10\.._r and outflow 

of cash and does not necessarily the efficiency of the 

management during the year or from year to year 116
• 

But according to S.S.Khera, 11 Profitability is a useful 

indicator of efficiency in management. That profitability 

should be demonstrated objectively, and in quantitative, 

terms such as contribution to the general welfare of the 

community ••• ,? • 

Profits for public sector are more important since 

these could be ploughed back to finance its developmental 
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needs •• 8 • The Corporations are to r~m on Commercial lines 

and the principle of "no profit no loss •• is out dated in 

any organisation, be it a private or public service orga

nisation like state Transport Corporations. Profit is one 

of the major objectives, since profit and gro-v.rl:h go 

. together. It helps growth and growth produces more 

profits •• 9 • 

After the discussion of the conceptual and contextual 

background of profit, it is considered as the profit of 

efficiency and the higher the profitability, the more 

efficient the organisation is. It is done through the use 

of selected financial indicators like cost per vehicle 

kilometre, Revenue Capital Ratio, ·cost Revenue Ratio, Level 

of D=ficit, T'otal cost per bus per day, Total Revenue per 

bus per day etc. 

6.1 Earnings per kilometre (Revenue) 

The earnings per vehicle km. measures the earning of 

the undertaking. It can be improved by increasing load 

factor, reducing revenue leakage, using buses of different 

capacity depending on traffic demand and selecting appro

priate fare structure. The follov.Jing table will show the 

earnings per vehicle kilometre of ~.JBSTC from 1967-68 to 

1987-88. 



Table 6.1 

Earnings per kilometre 

Year Earnin~s per Km. (paise) 

-----------------------
1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-8.7 

1987-88 

120.63 

120. 83 

125.12 

121.44 

131.00 

115.00 

132.00 

145.60 

161.25 

157.00 

15 8. 00 

169.00 

182.00 

203.00 

2 09.00 

237.00 

251.00 

2 80. 00 

2 89. 00 

313. 00 

180 

.Source : Compiled from Adrrinistrative rteports and Office 
Records of .-.J3.STC, .Report on performance of Nati
onalised .3tate .-<oad Transport undertakings, .?tme. 
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The above table speaks that the revenue was 120.63 

paise per kilometre at the beginning of the study period 

and increased to 313.00 paise by the end of the study 

period, recording 160.83 per cent increase during the 

period. The increase in paise per kilometre terms can be 

mainly attributed to the effect of upward revision in fares 

and partly to the improved operations as reflected in an 

increase in effective kilometres. D.lring the first four-

teen years of the study period the increase in paise per 

kilometre terms was rather gradual compared to the relative-

ly steep increase during the last six years. 

6.2 Comparative Statement of Earnings (Revenue) per 
Kilometre : 

The following table will show the comparative statement 

of ear-nings per kilometre of Six Corporations including 

NBSTC from 1974-75 to 1986-87 : 

Table 6.2 

Comparative statement of earnings per kilometre (paise) 

Year PRTC APSRTC Gujrat Rajasthan Kerala NBSTC 
SRTC SRTC SRTC 

1974-75 145.94 184.65 178.93 140.93 160.40 145.60 

1975-76 149.89 196.91 202.61 150.00 172 •. 94 161.25 

1976-77 155.66 205.98 217.55 166.00 199.20 157.00 

contd 
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Table 6. 2 contd . . . 
1977-78 168.3 0 208.18 223.58 173.00 209.90 158.00 

1978-79 180.14 22 o. 07 229.57 199.00 222.50 169.00 

1979-80 184.40 232.59 239.02 204.00 235.30 182.00 

1980-81 203.58 2 71.3 0 248.25 22 7. 08 272.10 2 03.00 

:1981-82 232.68 322.67 272.50 249.09 323.50 215.00 
' 

)982-83 244.00 352.00 349.60 278.00 371.90 209.00 

:t983-.84 249.40 381.5 0 367.50 413.00 358.10 237.00 

1984-85 261.90 384.50 360.20 420.00 383.53 251.00 . 

1985-86 262.20 427.2 0 364.40 440.00 442.00 2 80.00 

1986-87 NA 422.90 376.20 456.00 467.00 285 .• 00 

Source . Compiled from Report on the performance of Nationa-. 
lised state Road Transport undertakings, Pune. 

The above table reveals that NBSTC revenue earnings to 

be the lowest amongst all the Corporations. Its revenue 

earnings per kilometre have not increased as rapidly as the 

other Corporations ' earnings have during the period of 

comparison except PRTC. However, the NBs·rc performance is 

equally good or bad and does not come anywhere near the 

undertakings like Andhra Pradesh SR·rc and Rajasthan SRTC. 

6. 3 Cost Per Vehicle Kilometre 

'.rhe cost per vehicle kilometre ( CPKivl) measures the 

economy achieved in operation. It means the operation or 
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providing services to the public per effective kilometre • 

. 'rhe following table will show the cost per vehicle kilometre 

of NBSTC from 1967-68 to 1986-87. 

Table 6.3 

:ExpensesjCost.per vehicle km. of NBSTC from 1967-68 to 
1986-87 

Year Cost per effective vehicle (Km.) 

1967-68 124.55 

1968-69 13 8. 69 

1969-70 149.96 

1970-71 153.45 

1971-72 160.00 

1972-73 154.00 

'1973-74 180 .• 00 

1974-75 221.30 

1975.-76 149.30 

1976-77 260.00 

:"1977-78 278.00 

1978-79 293.50 

1979-80 318.30 

.1930-81 3 85.00 

; 1981-82 447.00 
' 

:1982-83 4 86. 00 

1983-84 NA 

---
contd ••• 
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Table· 6. 3 contd ••• 

1984-85 469.00 

1985-86 522.00 

1986-87 440.00 

1987-88 543.00 

Source : Compiled from Office t<.ecords of NBSTC. 

It is seen from the above table that the costs per 

kilometre increased from 124.55 paise to 440.00 paise during 

the study period, registering a 253.27 per cent increase. 

This was mainly due to the effect of items like staff costs, 

fuel cost and motor vehicle 'I'axes and the general infla

tionary trend. The impact of such steep rise in the costs 

can be considered as resulting in the erosion of the margin, 

with resultant consequences on the finances of the organi

sation. 

6.4 Comparative 3tatement of Cost Per Kilometre : 

The fall owing table will shO\v the comparative statement 

of cost per km. of six Corporations including ..:.JBSTC. 
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Table 6.4 

Comparative statement of cost per :r~. (paise) 

Year PRTC APSRTC Gujrat .Rajasthan Kerala NBSTC 
SRTC SRTC SRTC 

1974-75 155.67 170.65 193. 73 137.00 190.60 221.30 

1975-76 173.88 190.75 21 o. 21 153.00 195.74 149.30 

:1976-77 185.17 200.16 223.02 170.00 205.00 260.00 

1977-78 192.95 21 o. 85 232.69 193.00 222.00 278.00 

1978-79 246.47 233. 87 23 7. 79 221.00 2 50. 60 293.50 

1979-80 251.35 252.16 249.42 235.00 2 73.90 318.30 

1980-81 2 77.04 315.81 294.67 271.00 3 06.20 3 85.00 

1981-82 32 o. 73 361.15 332.22 313.00 416.70 447.00 

. 1982-83 341.60 366.60 358.90 314.00 422.00 486 .oo 
. 1983-84 390.60 390.60 3 76.10 407.00 439.20 NA 

:1984-85 431.10 380.70 416.10 400.00 463~40 469.00 

1985-86 439.60 413.80 431.40 433.00 551.00 522.00 

1986-87 NA 415.50 441.20 448.00 546.00 440.00 

source . Compiled from i.'J.OS'rC Office ~ecords and i\eport on . 
the Performance of ~'Jationalised .State Road 
Transport undertakings, Pune. 

'I'he table clearly spea~ that the cost per km. of NBSTC 

·is higl.er than that of all the Corporations taken for 

'comparison in each years excepting 1985-87. 
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6.5 Net Profit/Loss Per Km : 

Net profits in Road Transport undertakin0s is the 

difference between revenue per km. and cost per km. The 

following table will show the profit/loss position of NBSTC 

• over a period of 20 years of 1967-68 to 1987-8?. 

Table 6.5 

Net Profit/LOSS per km. of NBS'rC (Paise) 

Year Net P rofi t/L OS s 

1967-68 (-) 3.92 

1968-69 (-) 7.86 

'1969-70 (-) 24.84 

1970-71 (-) 32.01 

1971-72 (-) 29.00 

1972-73 (-) 39.00 

'1973-74 (-) 48.00 

1974-75 (-) 75.70 

'1975-76 (-) 88.05 

1976-77 (-) 103.00 

1977-78 (-) 120.00 

1978-79 (-) 124.50 

1979-80 (-) 136.00 

1980-81 (-) 182.00 

1981-82 (-) 232.00 

contd ••• 
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·rable 6. 5 contd ••• 

1982-83 (-) 277.00 

1983-84 NA 

1984-85 (-) 218.00 

1985-86 (-) 242.00 

.1986-87 (-) 151.00 

1987-88 (-) 2 30. 00 

Source . Calculated . 

The aim of every transport opera~or is to maximise 

the returns from the services offered. The returns are 

essential for its growth as well as operating some surplus 

for·other sectors of the economy. J.M.Thomson is of the 

'opinion that«under certain conditions, the ability to make 

profit is ••• a reasonable indication of the community 

value of an enterprise whether it is publicly or privately 
' 10 
ownedr' 

·rhe above table clearly shO\vS that profitability 

picture of NBSTC is quite dismal and the losses have been 

increasing and there is need for some radical steps to 

co~trol the costs. The loss per km. was 3.92 (paise) on 

the year'1967-68 and 230 (paise) in 1987-88, recording 

5,767.34% increase over the period. 
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The follov;ing table will show the comparative statement 

of Net Profit/Loss per km. in terms of paise of six Corpora-

tions including NBSTC. 

Table 6.6 

Comparative statement of net profit/loss per km. 
(paise) 

~-----------~ 

Year APSR:rc Guj rat Raj as than 
SR'I'C SRTC 

.Keral a 
.3RTC 

NBSTC 

--·-------- ---------------------------------~------~~-
1974-75 -9.73 14.00 -14.80 3.00 -30.20 .;... 75.70 

1975-76 24.39 6.16 -7. so 3.00 -22.80 - 88.05 

1976-77 - 29.51 5. 82 - 5.47 4.00 - s. 80 -103.00 

1977-78 - 24.65 - 2.67 - 9.11 - 20.00 -11.80 -120.00 

1978-79 - 66.33 -13.80 - 8.22 - 22.00 -3 8.10 -:-124.50 

1979-80 - 66.95 -19.5 7 ~1 o. 40 - 31. 00 -3 8. 4 0 -136.3 0 

1980...:81 - 73.46 -44.51 -46.42 - 42.00 -34.10 -182.00 

1981-82 - 88.05 -3 8. 48 -59. 72 - 64.00 -93.2 0 -232.00 

1982-83 - 97.60 -14.5 0 - 9. 3 0 - 36.00 -5 0.10 -2 77.00 

1983-84 -141.20 - 9.10 - 8.70 6.00 -81.10 NA 

1984-85 -169.20 3.8 -55.9 0 20.00 -79.9 0 -218 

1985-86 -177.40 13.4 -67.00 7.00 -87.00 -242 

1986-87 NA 7.4 -65.00 213.08 -79.00 -151 

------~---------------------~-----~-------------

Source : Compiled frorn rteport on the Performance of L~ationa.Lised 
SR.ru, Pune. 
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The table depicts a dismal picture for all the state 

-Road Transport Corporations. Worst performance comes from 

North Bengal state Road Transport Corporation. ·.rhe second 

position among the worst performance belongs to PRTC. The 

·only Corporation whose position is a bit better is APSRTC 

:which has been able to register profits in three years out 

•of eight. 

S.7 Total Revenue and Total Cost £er Vehicle Per Da~ 
~ON Roa CIT--rrliWSTc---~ 

·rhe folla .. ..dng table will show the total Revenue and 

total cost of vehicle p~r day. 

Table 6. 7 

Total Revenue and ·rotal cost per vehicle per day · 
--~------------------------------------·-----------

Year Total Revenue per 
vehicle per day (Rs.) 

Total cost per vehicle 
per day (Rs. ) 

-~~--~---------·---------------------------

1967-58 180.82 186 

1968-69 282.19 315 

1969-70 197.25 235.61 

1970-71 210.95 293.15 

11971-72 NA NA 

'1972-73 NA NA 

1973-74 NA NA 

1974-75 32 8. 76 526. 02 

contd ••• 
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Table 6. 7 contd ••• 
~---------------~----~--------------

1975-76 32 o. 54 

·1976-77 323.28 

1977-78 315. 06 

1978-79 339.72 

'1979-80 3 86.3 0 

1980-81 427.39 

1981-82 457.53 

1982-83 441.09 

1983-84 512.32 

1984-85 506.84 

1985-86 454.79 
-. 

1986-87 602.73 

Source : Calculated 

506.84 

558.90 

558.90 

594.52 

673.97 

780.82 

942.46 

1027.39 

1252.05 

1265. 75 

1252. 05 

1205.4 7 

The above table speaks that the total revenue per 

vehicle per day was Rs. 180.82 in 1967-68 and Rs. 602.73 in 

1986-87, recording an increase by 233.33 per cent while 

the total cost per vehicle per day was Rs. 186 in 1967-68 

and Rs. 1205.47 in 1986-87 and records an increase by 

548.10 per cent. It is evident that the total cost per 

vehi~~e per day is increasing at a higher rate as compared 

to the total revenue per vehicle per day. 
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The foll~ving table will show the comparative statement 

of total revenue per vehicle per day of six Corporations 

including NBSTC. 

Table 6~ 

Comparative statement of total revenue per vehicle 
per day ------------------------------- ______ :. ____________ -·- ---------------

Year PRTC APSRTC Gujrat Rajasthan Kerala NBSTC 

1980-81 

1981-82 

:1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

Rso 

481 

533 

602 

514 

625 

612 

NA 

SRTC SRTC SRTC 

Rs. Rs. Rs. 

-----------
711 

831 

1019 

1090 

1133 

1300 

1275 

578 

565 

1058 

1107 

1100 

112 

1159 

559 

914 

713 

1040 

1109 

1168 

1223 

Rs. 

724 

873 

1032 

984 

1038 

1244 

1283 

Rs. 

--
437 

467 

449 

514 

507 

456 

603 

-----------~~----~-------------------~-----

Sourc::e Compiled from Report on the Perforrna.."1ce of 
Nationali::>ed SRTC, Pune. 

For NBSTC - Calculated. 

Table sh~vs that the total revenue per vehicle per 

day of NBSTC is the lowest among all the Corporation::>. Its 

performance in this regard does n:Jt c·:Jme any-.. ,;.,er-2 near the 

undertakings like APSHTC,Rajasthan SRTC, Gujrat SRTC and 

Kerala SR'EC. 
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.The folloNing table will show the comparative statement 

of total cost per vehicle per day of six Corporations 

including NBSTC. 

Total Cost per vehicle per day 

Year PRTC APSR'fC Guj rat Rajasthan Keral a N.i3STC 
SRTC SRTC SRTC 

---------------~-------- ----------------·-· 
1980-81 657 784 686 682 893 797 

1981-82 733 956 811 1096 1124 960 

1982-83 843 1066 1086 805 1208 1047 

1983-84 962 1116 1133 1037 1207 1254 

1984-85 1028 1122 12 71 1058 1254 1267 

1985-86 1025 1259 1316 1150 1503 1207 

1986-87 NA 1253 1359 1201 1619 1283 

----------· 
Source Report on the Performance of Nationalised SRTU, 

Pune. 

For .;:\JBSTC - Calculated 

The table speaks that worst performance regarding 

total cost per vehicle per day comes from Kerala SRTC. 

'I'he second position and the third position amongst the 

worst performance belongs to Gujrat and APSRrc. The 

performance of NBS~C in this regard is in the fourth 

position. 
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5.10 Cost Revenue datio : 

It measures the extent to which cost incurred are 

covered by the revenue. A ratio more than 100.00 indicates 

that the ~ndertaking has increased a loss. The cost revenue 

ratio of NBSTC is shown in the following table : 

Year 

1967-68 

1968-59 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

197§-76 

1976-77 

1977-78 

1978-79 

1979-80 
I 

1980-81 

l981-82 

1982"""83 

Table 6.10 

cost Revenue Ratio 

Cost/Revenue Percentage 

----·~----

103.25% 

110.88% 

120.00% 

138.28% 

125.26% 

137.00/~ 

139,.08% 

160.00% 

157.59% 

173.42% 

177.02% 

174.39% 

174.76% 

182.50% 

2 05.27% 

232.82% 

contd ••• 



Table 6 .. 10 contd ••• 

---------------------------------
1983-84 

,1984-85 

1985-86 

.1986-87 

243.96% 

25 o. 00% 

2 74.20% 

200.24% 

·--------------------------
Source : Calculated 

The above table depicts a dismal picture of the 
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Corporation. The ratio is always more than 100.00 and.it 

is losing very heavily. In 1967-68 the cost revenue ratio 

was 103.25 per cent and in 1986-87 it has become 200.24 

per cent. It means that the percentage of co~t Revenue 

.ratio has been doubled over the period of study. 

It measures the level of capital turnover. Higher 

the capital turnover ratio, better are the asset utilisa-

tior_1 and financial performance. Undertaking with low 

investment in productive assets will have l~v capital 

turnover. The following table will show the revenue capi-

tal ratio of N.3STC. 
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'rable 6.11 

l{evenue - Capital Ratio 
-------------~-------~------------

Year Capital H.evenue Revenue/Capital 
Ratio 

--------------------:---
1967-68 129.90 123.25 94.88% 

1958-69 135.90 193.45 142.34% 

1959-70 198.35 155. 87 78.50% 

1970-71 2 01.35 175.94 87.29% 

1971-72 2 86.34 190.16 56.41% 

1972-73 344.91 227.24 65.88% 

1973-74 3 77.91 261.20 59.22% 

1974-75 4 77.85 24 o. 96 50.42% 

1975-76 644.85 2 83.55 43. 93Yo 

1976-77 829.45 2 86. 6'6 34.56% 

1977-78 1032.90 309.54 29.96Y., 

1978-79 1360G 61 3 71.91 27.33/o 

1979-80 1693.40 42 8. 57 25.31% 

1980-.31 2004.10 512.14 20.44% 

1981-82 i'JA 439.93 NA 
19 82-83 NA NA NA 
1983-84 2977.69 505.50 16.97% 

19.34-85 3117.04 4 72.42 15.15% 

----------------- -----~-- -----------------------· - -----------------
Source : Calculated 

It is evident that revenue capital ratio has come down 

from 94.88 per cent in 1967-53 to 15.15 per cent in the 

year 1984-.35. The asset utilisation and financial perform-

ance are not better. 
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SECTION II 

COST - FARE RELATIONSHIP 

One of the main constituents contributing to the 

financial difficulties of nationaLised road transport 

.undertakings is the rigid fare stD~cture which is not 

keeping pace with the increasing cost of operation. The 

·profitability of an organisation is a function of both costs 

and prices, which are equally valid in the case Of passen-

ger road transport industry also. An organisation may 

·incur loss either because costs go up, the price (fare in 

t'he case of road transport industry) remaining the same; or 

costs remaining the same,pricejfare coming down. The 

second phenomenon of fare coming down is not appropriate 

in the case of road transport industry for reasons of elas-

tricity of demand, for the services of monopoly rights 
. 1 

• conferred on the services and State regulation of fares • 

B.N .Adarkar says, 11 If a Corporation, is to run on 

business principles, it should be able, int~~lia, to adjust 

its fares as costs inciease unfortunately, while paying a 

'lip services to business principles, the motor vehicles Act 

places all manners of obstacles in the way of these Corpo-

rations following business principle in this vital respect. 

The Corporation.s, can not, on their O\vn, adjust their fares 

to match increases in costs, because the fares are controll-

ed by the government under the provision of section 43 (1) 
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of the motor vehicles Act 112
• 

The price hike in fuel, oils and indeed in everything 

else, is too well kno\vn to need any elaboration. 'I'he costs 

of eperation in a road transport industry and the fares 

charged by it are directly correlated, it is to run on 

sound commercial lines. This is true for every industry 

whether it is private sector or pu~lic sector. In fact, 

·profits are more important for a public sector undertaking 

corrmitted to obligatory social services, since these could 

be ploughed back to finance its development needs. On 

account of rise in the operational cost, the profitability 

of the Corporation has fallen in recent years to a very low 

level. 

'I'he t\..rO systems of fare are - 11 Flat Rate System•• and 

11 zonal System 11
• The Flat rtate does not depend upon the 

distance travelled. Long Journey Passengers are to pay at 

the same rate. I'he zonal system is the system of charging 

according to which the route covered by a bus is divided 

into certain stages and for the distance between two stages, 

a uniform fare is charged. It has gained popularity in 

these days over and above, t:r-Je tv;o systems, sometimes the 

••tappering principle 11 is applied to the fixation of passen

ger fares, according to which the fare declines as the 

distance increases3 • 
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The object of this Chapter is at the outset to analyse 

the trends in costs and costs structure so as to have an 

idea of the extent of increase in costs and the contribution 
"' 

of different items of costs. The increase in costs, either 

in the aggregate or in the case of individual items, could 

be because of one of the reasons- (a) inflation (b) Opera

tional inefficiency. (c) governmental influence. The 

Government influences the profitability of an organisation 

in a number of ways, such as taxation policy, social policy 

thrust. on the organisation and so on4 • After analysing the 

.trends in costs and cost structure ail analysis is made to 

identify the eh~ent of increase in costs in the case of 

some. important individual items attributable either to 

·inflation or to inefficiency. At last a study is made on 

cost-fare relationship and also to see how far these can be 

considered as constituent with the statutory obligation to 

follow business principle. 

6.12 Analysis of eosts and 'I'rends in Cost Structure 

'rhe functional classification of grouping the items 

by the Corporation in their published accounts has certain 

limitations. For instance, the staff cost, ioe. wages and 

salaries, are split and will appear as component parts of 

various items. Consequently, it will not be possible to 

study the total cost of. personnel, for the organisation, 



whether such cost is on the increase and further, whether 

such an increase has kept pace with the increases in 

respect of other items or has outstripped them and so on. 

Similarly, it is necessary to have an idea of the amount 

spent on materials like spare parts, tyres and tubes 

5 separately • Hence costs grouped on the basis of nature 

of expenses for meaningful evaluation of the financial 

performance and operational economics of passenger road 

transport organisations. It is also necessary to analyse 
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the operating cost critically, element by element, in order 

to examine cost effectiveness. 

According to P.G.Pantankar, 11 A cost analysis will help 

to achieve the following Objectives :-

- To get an insight into the relative significance of 

different cost components; 

- To assess the relative degree of variations in costs 

components and search for causes of such variations; 

- To estimate the trend in cost of operations overtime; 

- To provide a comparative analysis on the basis of 

operational unit size and 

- I'o forecast :future operating costs 115
• 

According to nature of expenses the costs can be 

grouped as follows : 



(a) Staff (cost of personnel) : (i) administration 

(ii) traffic (iii) maintenance and repair. 

(b) Cost of material : 0.) fuel, ( ii) lubricants; 

(iii) tvres and tubes (iv)·batteries (v) stores, spares 

and other consumables (vi) tickets and ticket equipments. 

(c) D::preciation : (i) vehicles (ii) other assets. 

(d) other overhead : {i) rent, and rates and taxes 

(ii) welfare and super annuation benefits (iii) general 

contingencies. 

(e) Taxes : (i) registration and license fees and 

(ii) passenger tax 117 • 
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Now the costs are analysed in absolute in the follow

ing tables bearing nuwber s.nto 6.25. A study of absolute 

amounts of operating costs will enable us to understand the 

various items of costs in terms of actual amounts spent and 

in analysing the size of increases that took place during

the period under study. 

6.13 Cost of Personnel : 

·rhe following table will show the cost of personnel 

in absolute of NB3TC in different years. 
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Table 6.12 

Cost of personnel (in Lakhs) 

Year Staff cost Percentage to Percentage 011er 
total cost 71-72 

'1971-72 82~22 34.46 

1972-73 110.60 35.45 34.51 

1973-74 153.60 42.09 85.81 

1974-75 159.59 41.47 94.10 

1975-76 168.28 37.67 104.67 

1976-77 177.89 35.81 116.35 

1977-78 109.72 38.29 155.07 
,·, 

1978-79 245.43 37.93 19 8. 50 

1979-80 '298.32 39.88 262.84 

1980-31 314.65 35.89 2 82.69 

1981-82 348.19 33.11 323.48 

1982-83 415. 03 36.43 404.77 

1983-84 547.61 44.42 566.03 

1984-85 494.30 41.88 501.19 

1985-86 620.00 43.81 654.07 

1986-87 693.00 39.35 '742. 85 

1987-88 697.00 39.3 7 74 7. 72 

Source . Provisional B/S. of NBSTC and Office Records of . 
NBSTC. 

The above table shows that the cost of personnel of 

NBSTC has recorded an increase over the period of seventeen 



202 

years is at 747.72 per cent. The table also reveals that 

there is not much variation in the percentage of staff cost 

to total cost. It has almost been constant around 3 8. 66 

per Gent. This increases during the period may be either 

due to additional emoluments or due to increase in the 

:vehicle-staff ratio or because of both. 

In the personnel and productivity chapter (Chapter 

III), we have seen that the vehicle staff ratio has increas

ed from 6.07 in the 1967-68 to 10.8 in 1987-88. There was 

no significant improvement in the man-pOwer productivity 

and the staff used for 100 kms. of operation. This shows 

that the significant increase in the staff cost was mainly 

due to high-vehicle staff ratio, low manpower productivity 

.and partly due to revised pay scales. 

6.14 Cost of .Material (Fuel) : 

The follo.ving table will show the cost of fuel in 

NBSTC from 1971-72 to 1987-88. 
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Table 6.13 

Cost of Fuel (in .L~khs) 

Year Fuel Cost Percentage to Percentage over 
total cost 71-72 

1971-72 37.14 15.37 

1972-73 50.55 16.20 36.10 

1973-74 50.99 14.01 37.29 

1974-75 42.66 11.03 14.85 

1975-76 59.94 13.42 61.38 

1976-77 57.45 13.58 81.61 

1977-78 74.27 13.56 99.97 

1978-79 :102.25 15.85 175.3 0 

1979-80" 107.64 14.39 189.82 

1980-81 155.13 17.69 317.68 

19.91-82 196.63 18.70 429.42 

1982-83 236.85 20.79 53 7. 72 

1983-84 198.89 16.25 435.51 

1984-85 172.77 14.64 365.18 

1985-86 181.00 12.79 3 87. 34 

11986-87 316.00 17.94 75 0. 83 

1987-88 367.00 20.73 888.15 

source . Provisional B/S. and Office Records of NBSTC. . 

The second important constituent of cost is the fuel 

cost which is recorded an increase of 888.15 per cent over 

a period of 17 years. M.lch variation is folla..;ed in the 
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last three years of table (i.e. 1985-86, 1986-87 and 1987 

-88). 'In this context, it is interesting to note that Kms. 

obtained per litre of fuel by Gujrat State Road Transport 

Corporation is 4.90 in the year 1986-87 while NBSTC obtains 

3.85 kms. There was also rio significant improvement in the 

vehicle-utilisation in terms of kms. which was 209 kms. in 

:the :year 1986-87 while Gujrat State Road Transport Corpo-

ration performs 308.10 kms. in the same year. so the 

increase in fuel cost is not only due to increase in the 

cost of HSD oil but also due to operational inefficiency 

with regard to kms. obtained per litre of fuel and effec-

tive kms. obtained per vehicle per day. 

6.15 .D::bt Char9es : 

The third dominant constituent of the cost is debt 

charges. The debt charges of N.sS·rc from 1971-72 to 1987-

88 is shown in the following table : 

Table 6.14 

Interest on Capital and Long Term Loans : (in Lakhs) 

1971-72 

1972-73 

1973-74 

Debt charges Percentage to Percentage over 
total cost 1971-72 

19.90 8. 34 

24.50 7. 85 23.11 

36.13 9.93 81.55 

Contd 



205 

'rable 6.14 contd ••• 

1974-75 42.53 11.05 113.71 

1975-76 45.83 10.25 130.30 

1976-77 62.65 12.61 214. 82 

1977-78 74.47 13.50 2 74. 62 

1978-79 74.05 11.44 . 271.97 

1979-80 114.76 15.34 467.68 

1980-81 137.76 15.69 592.26 

1981-82 167.73 15.94 742.85 

1982-83 177.97 15.62 794.32 

1983-84 216.69 17.57 988.89 

1984-85 232.69 19.70 1069.29 

19 85-86 288.00 20.35 1347.23 

1986-87 214.00 12.15 975.37 

1987-88 243.00 13.72 1121.10 

Source . Provisional Balance Sheet Of NBSTC and Office . 
Records of i'JBS'rC. 

The table reveals that total interest cost has increa-

sed from 19.90 lakhs in 1971-72 toRs. 243 lakhs in 1987-88. 

recording 1121.10 per cent increase. This is due to 

considerable increase in the capital co:1tribution and 

borrowings of the Corporation. 
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6.16 Depreciation : 

The next important constituents of costs is deprecia-

tion. The amount of Depreciation of NBS·rc from 1971-72 to 

1987-88 is shown in the following table : 

Table 6.15 

Depreciation (in Lakhs) 

Year Depreciation Percentage to Percentage over 
total cost 1971-72 

1971-72 18.65 7. 82 .. 
1972-73 34.05 10.91 82.57 

1973-74 30.99 8.52 66.16 

1974-75 32.22 8.37 72.76 

:1975-76 37.05 8.29 98.65 

1976-77 46.71 9.40 150.45 

1977-78 53.02 9.58 184.28 

1978-79 50.00 7. 72. 168. 09 

1979-80 53.02 7. 09 184.2 8 

.1980-81 63.40 7.23 239.94 

1981-82 96.18 9.14 415. 71 

1982-83 96.55 8.47 417.69 

1983-84 81.79 6.63 33 s. 55 

1984-85 88.05 7.45 372.11 

'1985-86 98.00 6.92 425.46 

1986-87 2 00.00 11.35 972.3 8 

1987-88 100.00 5.64 436.19 

source : Provisional 3alance Sheet and Office Records of 
NBS'rC. 
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The table speaks that the cost of depreciation of 

NBS'I'C records an increase of 436.1"9 per cent over a period 

of seventeen (17) years. This is partly due to 89.60 per 

cent increase in the fleet strength (i.e. 279 in 1971-72 

and 529 in 1987-88) and increase in the cost of fleet. 

6.17 Spare Parts 

The extent of spare parts depends upon many external 

. factors like the conditions of the road. 'l'hus it can not 

be considered as strictly controllable 8 • 

The following table shows the cost of spare parts of 

NB.:Hc from 1971~72 to 1987-88 : 

Year 

Table 6.16 

Cost of Spare parts (in 1 akhs) 
----~----------·-...---~-----------------

Spare parts Percentage tq 
total cost. 

Percentage over 
1971-72 

---------~----·-----·------ -·----~·---- -~--·---------

1971-72 22.63 9.49 

1972-73 27.69 8.87 22.35 

~973-74 25.07 7.16 15.20 

1974-75 22.09 5. 74 (-) 2. 38 

1975-76 31.54 7.06 39.37 

1976-77 3 8.16 7. :S 8 58.62 

-~,-.--~--·-~. --·-- --- -- -·-- -- --·-- -~-- --- ---·------·----·-
contd ••• 



'I'able 6.16 contd . . . 
_. __ ------------·--·- -----

1977-78 3 7. 74 6. 89 66.76 

1978-79 72.09 11.14 218.55 

.1979-,80 51.24 6. 85 126.42 

1980-81 78.62 8.96 247.41 

1981-82 88.82 8.45 292.48 

·1982-83 52.88 4.54 133.67 

'1983-84 37.80 3.07 67.03 

19 84-85 23.30 1. 97 2.95 

1985-86 60.00 4.24 65.13 

·1986-87 69.00 3.91 2 04.90 

1987-88 104.-00 5.87 359.56 

---------~------·-- ---------------------------------·---
Source : Provisional Balance Sheet and Office Records of 

NBSTC. 

The cost of spare part records an increase of 359.56 

per cent during a period of seventeen years and the 
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percentage of spare parts cost to total cost has come down 

9.49 per cent to 5.87 per cent in 1987-88. so it has shmvn 

, a consistent improvement in reducing the consumption of 

spares, although there is co~siderable room for improvement. 

The cost of tyres and tubes are also uncontrollable 

like spare parts and the extent of use depends upon many 

external factors like the conditions of the road. The 



folJ.OI.ving table will shovJ .the cost of tyres and tubes of 

NBSTC from 1971~72 to 1987-88. 

Tab :J:.~_§.!,..U 

Cost of 'l'yres and Tubes (in Lakhs) 
--~----------------------------------~-----------

Year Tyres and Tubes Percentage to Percentage over 
cost total 1971-72 

--------------- -------------------------
1971-72 18.78 7.9 .. 
1972-73 18.63 5.9 (-) 0.79 

1973-74 24.59 5.7 30.77 

1974-75 33.40 8.5 77.84 

1975-76 39.76 8.9 111.71 

1976-77 32.77 6.6 74.49 

1977-78 29.50 5.3 57.08 

1978-79 33.07 5.1 76.09 

1979-80 43.43 5.8 131.25 

1980-31 46.00 5.25 144.94 

1981-82 56.85 5.40 2 02. 71 

1982-83 74.85 6. 57 298.56 

1983-84 48.65 3.95 159. OS 

1984-85 ~5. 84 4. 73 197.33 

1985-86 72.00 5.08 2 83.3 8 

1986-87 92.00 5.22 3 89.88 

1987-88 97.00 5.48 416 0 50 

~--------------·-------------------------------------------

Source : Provisional Balance Sheet of L~BSTC and Office 
.Records of NBs·.rc. 
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The table shows that the percentage of cost of tyres 

and tubes to total cost has come down from 7. 9 per cent to 

5.48 per cent during the period of seventeen (17) years. 

This decline in the cost of tyres and tubes is mainly due 

to better kilometres obtained per tyres. 

6.19 Cost of Lubricant : 

The cost of lubricant of NBSTC is shown in the follow-

ing table : 

Table 6.1~ 

Cost of Lubricant (in Lakhs) 
------~-- -----------

.Year Lubricants Percentage to 
cost total cost 

------
1971-72 5. 2 0 2.18 

197i-73 7.26 2.32 

1973-74 5. 81 1.50 

1974-75 11.11 2.38 

1975'-76 15.96 3.57 

1976-77 15.26 3.07 

1977-78 14. so 2.70 

1978-79 14.70 2.27 

1979-80 14.50 1.95 

1980-81 15.99 1. 82 

Percentage over 
1971-72 

------- --

39.51 

11.73 

113.55 

206.92 

193.45 

184.61 

182.69 

180.76 

2 07.50 

-----------------~--~-------------------------

contd . . . 
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Table 6.18 contd ••• 
~-------------------------------------

1981-82 15.60 1.48 200.00 

1982-83 14.31 1.25 175.19 

1983-84 13.03 1. 06 15 o. 57 

1984-85 17.23 1.46 231.34 

-- ------------------
SQl..lrces . Provisional Balance ·sheet of NBS'rC. . 

This cost is showing a decline trend from the year 

1976-77 and omv-ards except 1984-85 where it marginally high. 

The whole credit· may go to the 1v.aintenance and Repair 

Iepartment which helps in obtaining improved kilOmetres per 

litre. 

6.20 cost of Batterz : 

The following table will sho.v- the cost of battery of 

NBSTC from 1971-72 to 1987-88. 

Year 

Table 6.19 

Cost of Battery (in Lakhs) 
-----------------~---------~-~-

Battery cost Percentage to 
total 

Percentage ovar 
1971-72 

----~-------------------------------------------
1971-72 1.90 0.8 

1972-73 1. 09 0.35 42.53 

1973-74 2. 07 0.56 8.94 

------------------~--------
contd ... 
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Table 6.19 contd ••• 
' --------~-------·---------- ------ ------
1974-75 1.51 0.39 20.52 

'1975-76 .97 0.22 48.94 

1976-77 1.03 o. 20 45.78 

1977-78 1.59 0.29 16.31 

1978-79 1. 07 0.16 43.58 

'1979-80 3.17 0.42 66.58 

1980-81 4.90 0.56 157.89 

1981-82 2.41 0.23 26.84 

1982-83 2.48 0.21 3 o. 52 

1983-84 3. 00. 0.24 57.89 

.1984-85 3.45 0.29 81.57 

.1985-86 4.54 0.32 13 8. 94 

.1986-87 5.29 o. 30 178.42 

1987-88 6.00 o. 33 215.78 

--------------------------------
-Source : Provisional Balance Sheet ~~d Office Records of 

NBSTC. 

The above table speaks that while this item generally 

'inhibited a declining trend till 1981-82 with the exception 

1980-81, it increased substantially to,vards the end o£ the 

study period i.e. from 1982-83 and onw·a-rds. 

This sudden and rapid increase shows scope for exer-

cising better·control. The cost of battery increased by 

·215. 78 during the period of 17 years. The cost of battery 

·as a percentage to total cost was 0.8% in the year 1971-72 
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and has become o. 3 3% in the year 1987-88. The increasing 

trend in the cost of battery means it is not used and 

maintained in a better way-and the kms. obtained from a 

battery is not improved. 

The following table will show the cost of stores of 

NBSTC from 1971-72 : 

Table~~ 

Cost of Ivaterial (stores) (in Lakhs) 

Year . Cost of stores Percentage to Percentage over 
total 1971-72 

1971-72 6. 82 2. 85% 

1972-73 10.51 3.36% 54.10% 

1973-74 5.67 1.56% 16.86% 

1974-75 7.77 2. 03% 13.92% 

1975-76 7. 04 1.57% 3.22% 

1976-77 10.44 2.10% 53.07% 

'1977-78 9.19 1.57% 34.75% 

,1978-79 11.51 1.77% 68.76% 

1979-80 13.83 1. 85% 102.78 

1980-81 15.46 1.76% 126.68 

'1981-82 24.26 2.30% 255.13 

cont d ••• 
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Table 6. 21 contd ••• 
-------------------·-

1982'-83 20.43 1. 79 199.56 

1983-84 16.5 1. 32% 139.06 

:1984-85 16.39 1._39% 139.50 

-------------------------------------------
Source : Provisional Balance Sheet of NBS'I'C. 

The above table speaks that the cost of stores is 

.increased from Rs. 6.92 lakhs in 1971-72 toRs. 16.39 lakhs 

in 1984-85 in absolute. The cost of stores as percentage 

to total cost has been decreased from 2.85% in 1971-72 to 

:1.38% in 1984-85. This cost has registered an increase by 

:139.50% ~uring the study period i.e. from 1971-72 to 

l 
.1984-85. 

·6. 22 Chan$l,e in Co~t D.le to Cha!l~ in Tax Rates : 

I'he following table will shO\.., the tax cost of NBSTC : 

Year 

1971-72 

1972-73 

~973-74 

1974-75 

Tax cost 
(in lakhs) 

Table 6.21 

Tax Cost 

Percentage to 
total cost 

Percentage over 
1971-72 

----------------
6. 85 

8.49 

8.12 

9.51 

2.87 

2. 72 

2.23 

2. 50 

23.94 

18.54 

40.29 

contd ••• 

./ 

·;;.~~-
~·' •-" ... " 



' · Table 6.21 contd .... 
1975-76 9.41 2.11 37.37 

; 1976-77 .. 9.49 1.91 38.54 

'1977-78 10.69 • 1.95 56.05 

' 
'1978-79 9. 84 1.52 43.64 
' . 
! 

; 1979~80 9.00 1.i7 31.38 
; 

~ 1980-8. 9.60 1.09- 40.~4 
:.1981-82 11.00 1. 04 60.58 
~ 1982-83 12.5 1-.09 82 .• 48 

: 1983-84 14.00 1.;13 104.37 

' ' 
~ 1984-85 16.00 1.35 133.58 

Source : Provisional Balance Sheet of NBSTC. 

The tax cost is increased by 133.58'>" during the pericbd 

:from 1971-72 to 1984-85. This is partly due to increase in_ 
I 

' 
1 the fleet strength and seating capacity besides the upward 

. :revision of motor vehicle Tax. It is interesting to note 

[that the tax cost in NBST_C is very 1 ow as compared to other 

:State Tr.ansport Corporations (e.g.- iri case of Andhra Pradesh -
I. 

: Stat:e Transport Co.i:-porations) tax cost. has been increased by 

,634.~50% for the period from 1965-66 to 1976-779 as .no 
' . 
:passenger tax is levied in West Bengal. 

0 

:. 

;6. 23 other Costs - (Not Included in the Above Heads) : 

• It includes all costs other than-. the costs discussed 
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earlier. The following table will shmv'1the other costs" 

of NBSTC : 

Table 6.22 

other Costs 

Year other Cost Percentage to Percentage over 
(in lakhs) total cost 1971-72 

-----
'1971-72 18.32 7.58 . . 
'1972-73 18.42 5.90 0.54 

1973-74 20.04 5.51 9. 38 

'1974-75 22.42 5. 82 22.37 

1975-76 20.96 6.93 69.99 

.1976..:..77 34.33 7.01 90.12 

1977-78 32.55 5.94 77.57 

1978-79 35.79 5.53 95.38 

1979-80 39.04 5.21 113.10 

:1980-81 35.21 4.02 92.19 

11981-82 43.94 4.18 139.94 

1982-83 49.43 7.00 169. 81 

1983-84 54.92 5.26% 199.78 

,'1984-35 60.39 5.15 132.37 

~--------------

Source : ' Provisional Balance Sheet of NBSTC. 

The above table shows that other costs increase at 

232.37/o during the period from 1971-72 to 1984-85. But 

the percentage of these costs to total cost has been 
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I 
·reduced from 7.68% to 5.15% in the year 1984-85. So the 

!increase in this cost shawn scope for exercising better 
1 

;control on the· various items included here. 

The toll <Yding table will show .the total cost of NBs·rc from 

:1967'-68 to 1987-88. 

Ye.ar 

'1967-68 
; 

:1968-69 

:1969-70 
' 

·1970-71' 
' 
i1971-72 

'' I 
' 
:1972.-73 

!1973:-74 
l 

1974-75 
i 
[1975-76 

1976-77 

:1977-78. 

:1978-79 

Table 6~ 

Total Cost of NBSTC (in Lakhs) 

Total Cost 

l27 

214 

186. 

242 

238 

311 

363 

384 

446 

496 

·547 

547 

Percentage over 1967-68 

•• 

68.50 

46.45 

90.55 

87.40 

160.62 

' ;185. 82 

102.36 

251.18 

.290.55 

33 o. 70 

421.25 

--------·--------------------------· ---
contd ••• 



Table 6. 23 contd ••• 

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

J 
;1984-85 

1985-86 

1986-87 

1987-88 

Source . . 

---------------~-----

748 488.97 

876 589.76 

1, 051 72 7. 55 

1,139 796.06 

1,232 870.07 

1,180 829.13 

1,415 1,014.96 

1,761 1,286.61 

1,770 1,293.70 

Provisional Balance. Sheet and Office Records of 
NBSTC and Annual Administrative Reports of 
NBSTC. 

The total cost in absolute term records an increase 
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by 1293.70 per cent during the study period. This increase 

is mainly due to operational inefficiency like high vehicle 

staff Ratio, less krns. per bus per litre of fuel, less · 

productivity of employees and partly due to inflation. 

6.25 Analysis of Total Revenue : 

The following table will show the total revenue of 

NBSTC : 



Year 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

i981-82 

1982-83 

1983-84 

19 84-85 

1985-86 

1986-87 

1987-88 

Table 6.24 

Total Revenue 

Total Revenue 
(in lakhs) 

123 

193 

155 

175 

190 

227 

261 

240 

283 

286 

309 

3 71 

428 

480 

512 

489 

505 

472 

535 

828 

1,020.49 

Percentage over 1967-68 

•• 

56.91 

26.01 

42.27 

54.47 

84.55 

112.19 

95.12 

130.08 

132.52 

151.21 

2 01.62 

247.96' 

290.42 

316.26 

297.56 

310.56 

2 83.73 

335.77 

573.17 

729.66 

Source : Provisional Balance Sheet,Administrative Reports 
and Office Records of NBSTC. 
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The above table shows that the total revenue increased 

by 729.66 per cent during the study period as compared to 

the increase in the total costs at 1293-70 per cent, in 

absolute terms. This has naturally had its effects on the 

profitability of the corporation. 

6o26 Analysis of Total Ieficit : 

The following table will shaw the total deficit from 

1967-68 to 1987-88 

Table 6.25 

Total Leficit of NBSTC (in lakhs) 

Year Total .I:eficit Percentage on 1967-68 

1967-68 4 

1968-69 21 425 

1969-70 31 675 

1970-71 67 1575 

1971-72 48 1100 

1972-73 84 2000 

1973-74 102 2450 

1974-75 144 3500 

1975-76 163 3975 

1976-77 210 5150 

---·-- .. ---------· 
contd ... 
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Table 6.25 contd ••• 

1977-78 238 5850 

1978-79 276 6800 

1979-80 320 7900 

1980-81 396 9800 

1981-82 539 13375 

1982-83 650 16150 

1983-84 727 18075 

1984-85 708 17600 

1985-86 880 21900 

1986-87 933 23225 

1987-88 749.51 18637 

Source : Calculated 

The above table shows that the total deficit records 

an increase by 18637 per cent during the study period. 

In order to get a feel of the impact of various cost 

items on the total loss (deficit), we perform a multiple 

regression analysis. The purpose is mainly to identify 

quantitatively the significance of the different cost 

components in influencing the total luss. For operational 

purposes, 'the various items of costs we considered can be 

classified into two groups :-

1) Components which can be manipulated by the management 

and 
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2) Components which are basically in the nature of 

exogeneously given i.e. can not be easily 

manipulated by the management. In the first group 

we consider the following cost components : 

a) cost of personnel 

b) fuel cost (H.S.D +Lubricant +Battery) 

c) otf:.ers (cost of spares + cost of tyres and 

tubes + cost of stores + other cost not included 

in a, b and above the exogeneously given) 

For our regression analysis, we consider these cost 

components as three explanatory variables to explain the 

behaviour of loss of the Corporation. We use the fall owing 

simple linear regressi-on model : 

y = 

where, 

y = Values of loss 

xl = Staff cost component 

x2 = Fuel cost component 

x3 = Other costs 

u = The error term 

The estimated regression equation is the follov.ring :-
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y = -84.782 + 1.0649X1 + 1.5129X2 - 0.4593JS 

(-2. 4293) (6. 8639) (2. 8525) (-0. 8763) 

R
2 = 0.9881 D.F == 10 

D. v-1 = 1 • 84 6 6 

The figures in the parentheses show respective estimated 

11 t 11 values. 

Coefficients with 11t 11 values (within parenthe
ses) 

1. 0649 (6. 8639) 

1 • 512 9 ( 2 • 85 2 5 ) 

0.4593 (-0.8763) 

It is seen that excepting x3 the coefficients of the 

other two variable i.e. of x1 and ~ are both significant 

at 1% level of significance. Given that R2 is quite high 

. and the d. vJ. statistic is not significant. The estimated 

equation serves well for our purpose. ~e can infer that 

staff cost (X1 ) and fuel cost (~) are the important 

components of c.ontroll able costs that e.xpl ain significantly 

the loss (deficit) incurred by .the Corporation over tirne. 
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6.27 Cost Fare Relationship 

Fare policy ensures the econor.1ic viability of the STU. 

It is a crucial area for survival as well as for growth of 

the operations. It is a direct link between the passenger 

and the organisation. STUs should be financially self 

-supporting and should be able to grow in dependently by 

generating internal resources for augmentation and expansion 

of services vlithout depending upon the Government. The 

financial position of the STU in the country today is far 

from satisfactory. They are constantly starved for want 

of finances. Financial Institutions do not pay, any atten-

tion in their operations, in spite of the fact that trans-

port is a basic infrastructure for develapment. State and 

Central Governments do not envince any interest to their 

needs. They are interested in earning tax revenue from 

STU but not inclined for extending helping hand at times 

of crisis. In this regard the saying of Dr. M.V.Bagade, 

Dy. Director, CIRT is, presently, STUs are facing unpre-

cedential financial crisis. This is mainly due to 

escalation of prices of resources required by the road 

transport and disproportionate fares not keeping in pace 

'th ' d10 
w~ cost ~ncurre . 

The study conducted by Cii<:I', IHO and V2-JCP in relation 

to the trend in the passenger fare and its relation v:ith 

work concerned, fare increased in s"t:u.te Koad 'l'ransport 

Undertakings have not been able to meet the increase in 



cost over five year period from 1975-76 to 1979-80
11

• 

The foll ov!ing table will show the cost per krns. and 

fare per kms. (in paise) of NBSTC : 

Year 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

·1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

i981-82 

19 82-83 

1983-84 

Table 6.26 

Cost per kms. and Fare per kms. 

Cost per km. (paise) 

124 

138 

149 

153 

NA 

NA 

NA 

182 

206 

260 

278 

293 

318 

385 

447 

486 

585 

Average fare per km. 
(paise) 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4.5 

6.4 

6.4 

6.4 

7.4 

contd 
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Table 6. 26 contd 

19 84-85 

1-985-86 

1986-87 

.Source 

633 7.4 

768 8.9 

NA 8.9 

Administrative Reports and Office Records of 
NB.STC. 
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The table speaks that the cost are rising in each year 

and the fares are not ,r:-evised in each year. Revision of 

fares ·is always a crucial and sensitive issue, a public 

service undertaking has to face. It has to take all its 

achievements and popularity to withstand public apprehen-

sions and misconceptions. Increased fares immediately 

become a general issue for severe criticism and'becomes a 

target of attack. It is also the fact that the revision 

of fares are not in the hands of Corporation and as such 

in actual practice the autonomy given to the Corporation 

is not helpful in running the Corpo.:::-ation on business 

. . 12 prlnClple In the interest of better financial 

discipline, it is necessary for the Corporation as well as 

the Govts. to realise the harmful eff8ct of artificially 

concealing the real 1 ow Operating and net losses. 
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6.28 Reasons For D2lay in Fare Revision : 

There are various reasons for delay in fare revisicn. 

P~ong them the following are important : 

a) Procedural Requirement :-

The rev is ion of the fare structure needs a 

notification of the prOposal for public hearing. The 

Transport ~unister of the State and Transport Commissioner 

are expected to give hearing to anyone from the public who 

is directed to send the objections '-'Jithin 3 0 days after 

publishing the proposal. This allows the politically 

motivated leaders to raise issues and create problems 

causing delay in the fare revision13 • 

b) Hesitation on the Part of the State Government : 

The adjustment in fares in response to escalation 

of cost due to non-controllable factors like inflation is 

a politically unpOpular decision which the Government hesi-

tates to take. It is generally observed that for pol it·ical 

instability and for due elections in the state, the 

14 prOposals get postponed • 



6. 29 Adverse Implications to the Organisation for 
Delays in Fare Revision : 

The following are the effects of delays in fare 

. . 15 rev1s1on • 
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a) Huge Losses : As the rise in cost is not shifted 

to the passenger in the same year, the accumulated increase 

in cost results into huge losses. 

b) Crisis of Cash Manaaement : The delay in fare 

revision sometime creates the problem of meeting no recurrent 

expenditure which signifies crisis of cash management. It 

prevents from purchasing good quality of materials result-

ing into supply of spurious sparts on credit by unsuitable 

vendor. It also prevents from procuring new vehicles f~r 

replacement resulting into high cost of operation as well 

as higher frequency of breakdo\.vns. 

c) Additional Burden of Fixed Cost : In the situation 

of general inflation, unrevised fare leadS to fall in real 

·fare bo,Jsting up the passenger traffic to be served by 

expansion of the operations. This expansion is achieved 

by procuring new vehicles and employing more personnel by 

imposing extra burden of fixed cost. 

d) Keeping Secret the O:)erational Inefficiency : The 

absence of rea.s onabl e fare helps the management to conceal 

operational inef~o iciency. In case of 1 oss, their argument 
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is that the 1 osses occur because of 1 ow fares. 

e) Erosion of Ca2ital : The delay in fare revision 

erodes the capital base of the organisation. It affects 

not only the profit and 1 oss account but subsequently the 

balance sheet that showing higher liability than assets 

which creates a basic doubt regarding the economic feasi

bility. 

The follOI.ving table will shO"w the Break even cost per 

seat kms. for NBSTC. 



Table _?_ ._}_ ?_ 

Breakeven cost per seat kms. 
--- ·- -- --·- - ·- --------. ···--- ... ------·- .. - ·- ~----- ...... - __ ,.. - -- -· -- ------------------ -·- ·------- ----- --·- -·- .... ------ ----.... ----------·-·- _...~--~--

Year 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-30 

19 80-31 

1981-82 

1982-83 

19 83-84 

'1984-35 

1985-35 

Total cost 
per kms. 

182. 00 

2 05. 00 

260.00 

2 7 8. 00 

293.50 

318.30 

3 85.00 

447.00 

486.00 

469.00 

522 

440.00 

Seating Capacity Cost per 
(Average) seat kms. 

45 4. 04 

45 4.57 

45 5.77 

45 6.17 

45 5.52 

45 7.07 

45 8.55 

45 9.93 

45 10.80 

45 10.40 

45 11.50 

45 9.77 

Occupation 
Ratio 

• 71 

.77 

• 76 

.70 

.76 

.60 

.61 

• 58 

.50 

.so 

.50 

• 63 

Breakeven cost 
per seat kms. 

5.59 

5.93 

7.59 

8. 81 

8. 57 

11.78 

14.01 

17.12 

18.00 

17.33 

·19.33 

15.50 

Index 

100 

104 

133 

154 

150 

207 

246 

300 

316 

304 

339 

272 
-------------------- ____ ..._ ____ -- ... ·- ---..... _._ .. ------ -------------------------- -·-·-- --- --- ---------- ---------------- _._ _________ -------

Source : Calculab:!d 
N 
w 
0 
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SUMMlill.Y 

SECTION I 

Finance plays an extremely cr~cial role in the 

continuity and grov;th of any organisati·::m. It is an 

important factor which influences the finances of the 

organisation. The pur,i.')OSe of this chapter is to analyse 

profits. Profits for public sector are more import~~t 

. 
since this could be ploughed back to fina.r1ce its develop-

mental needs. It is one of the major objectives, since 

profit and growth go together. It helps growth a11d growth 

produces more profits. 

Profit is considered as the proof of efficiency and 

the higher the profitability the more efficient the 

organisation is. It is done thro'.Jgh .the use of selectt~d 

financial indicators like cost per vehicle km. Revenue per 

vehicle km., Revenue Capital t<.atio, Cost revenue ratio, 

level of deficit total cost per vehicle per day, total 

Revenue per vehicle per day etc. 
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'l'he earnings per vehicle kilometre measures the 

.earning of the undertaking. This can be improved by 

increasing load factor. reducing revenue leakage, using 

buses of different capacity depending on trdffic demand 

and seleCting appropriate fare structure. The revenue 

per krn. was 120.63 paise at the beginning of the study 

period and increased to 313.00 paise at the end, record-

ing 160. 83 per cent increase during the period. ·rhe 

increase in paise per km. terms can be mainly attributed 

to the effect of upward revision in fares and partly to 

the improved operations as reflected in an increase in 

effective kilometres. The comparative table in this 

regard shov1s that revenue earnings of NBSTC per kilometre 

is the lowest among all the Corporations taken for 

comparison. 

Cost Per Vehicle Kilometre 
---~-----·-·- --- -------- -----·-

The cost per vehicle kilometre measures the economy 

achieved in operation. It measures the operation or 

providing service to the public per effective kilometre. 

The costs per km. increased from 124.55 paise to 440.00 

paise during the study period, registering a 253.27 per 

cent increase. This \-!as mainly due to the effect of items 
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like staff cost, fuel cost, motor vehicle taxes a~d the 

general infl atioriary trend. The comparative table in this 

regard speaks that the cost per km. of NBS'rC is higher 

than that of the Corporations taken for comparison. 

Net profit in road transport undertakings is ~he 

difference between revenue per km. and cost per km. The 

aim of every transport operator is to maximise the returns 

from the services offered. The returns are essential for 

its growth as well as operating .some surplus for other 

sectors of the econo:ny. The profitability picture of NBSTC 

is quite dismal a.11d the losses have been increasing and 

there is need, for some radical steps to control the costs. 

The loss per km. was 3.92 paise in 1967-68 and 230 paise 

in the year 1987-88, recording 5, 767. 34/o increase on the 

period. The comparative table in this regard shows that 

worst performance comes from NBSTC. 

The total revenue per vehicle per day \vas Rs. 180. 82 

in 1967-68 and Rs. 602.73 in the year 1986-87, records an 

increase by 233.33 per cent. The total cost per vehicle 
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per day was ~. 186 in 1967-68 and ~. 1205.47 in the year 

1986-87 and records an increase by 548.10 per cent. It 

shows that total cost per vehicle per day is increasing at 

a higher rate than the total revenue per vehicle per· day. 

The comparative table of total revenue per vehicle per 

day of six Corporations including ~\J"BSTC sh01.vs that the total 

revenue per vehicle per day of rms·rc is the lowest. Its 

performance in this regard does not come anywhere near the 

undertakings like APSRTC, Rajasthan SRI'C, Guj rat SRTC and 

Keral a SRTC. The comparative table as regards total cost 

per vehicle per day shows that the worst performance comes 
'• 

from Kerala SRTC. The performance of NBSTC is in the 

fourth position. 

Cost - Revenue Ratio 

It measures the extent to which cost incurred are 

covered by the revenue. A ratio more than 100.00 indicates 

that the undertaking has incurred a loss. The table in 

this issue depicts a dismal picture of the Corporation. 

The ratio is always more than 100.00 and it is losing 

very heavily. In 1967-68 the cost revenue ratio was 103.25 

per cent and in 1986-87 it has become 200.24 per cent. 
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It measures the level of capital turnover. Higher the 

capital turnover ratio, better are the asset utilisation 

and financial performance .. Undertaking \vith low investment 

in productive assets will have low capital turnover. The 

revenue capital ratio of NBSTC has come down from 94.08 

per cent in 1967-58 to 15.15 per cent in the year 1984-85. 

It indi.cates that asset util is at ion and financial perform

ance are not better. 



SECTION II 

One of the main constituent contributing to the 

financial difficulties of Nationalised Road Transport 

undertakings is the rigid fare structure which is not 

keeping pace with the increasing cost of operation. The 

cost of operation in a road transport industry and the 

fares charged by it are directly correlated, if it is to 

run on sound commercial lines. This is true for every 

industry whether it is a private sector or a public 

sector. 

The two systems of fare are - Flat Rate System and 

ZOnal System. The Flat Rate does not depend upon the 

distance travelled while the zonal system is the system 

of charging according to which the Route covered by bus 

is divided into certain stages and for the distance bet

ween two stage·s, a uniform fare is charged. 

236 
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The object of this chapter is at the outset to analyse 

the trends in costs and costs structure so as to have an 

idea of the extent of increase in costs and the contribution 

of different items of costs. The increase in costs, either 

in the aggregate or in case of individual items, could be 

· because of one of the three reasons - {a) Inflation; 

(b) Operational inefficiency; (c) Governmental influence. 

After analysing the trends in costs and cost structure 

an analysis is made to identify the extent of increase in 

costs in the case of some important individual items attri

buting either to inflation or to inefficiency. 

For analysing the costs, it is grouped on the basis 

of nature of expenses because functional classifications 

has certain 1 imitations. According to nature of expenses 

it is grouped as follows : (a) Cost of personnel; (b) Cost 

of material; (c) .J:::eprec.iation; (d) other overhead 

(e) Taxes. The cost·h' are analysed in absolute because it 

enables to understand various items of costs in terms of 

actual amounts spent and in analysing the size of increases 

that took place during the period under study. 

Cost of Personnel : 

The cost of personnel has recorded an increase over 

the period of seventeen years (17) is at 747.72 .Percent. 
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There is not much variation in the percentage of staff cost 

to total cost. It has almost been constant around 38.56 

per cent. This increase may be either due to additional 

emoluments or due to increase in the vehicle staff ratio 

or because of both. But one thing is observed from the 

11personnel and productivity Chapter 11 that there was no 

significant improvement in the Man Power productivity and 

. the staff used for 100 kms. of operation. This shows that 

the significant increase in'the staff cost was mainly due 

to high vehicle staff Ratio,L@'.v man Power productivity. and 

partly due to revised pay scales. 

Cost of Fuel : 

It is the second important constituent of cost and 

records an increase of 888.15 per cent over a period of 

seventeen years. M.lch variation in this cost is foll O\.,red 

in the last three years i.e. from 1985-86 to 1987-88. In 

this context, it is important to note that kms. obtained 

per litre of fuel by Gujrat State Road Transport Corpora

tion is 4.90 in the year 1986-87 while NBSTC obtains 3. 85 

kms. So the increase in fuel cost is not only due to 

increase in the cost of HSD oil but also due to Operational 

inefficiency with regard to kms. obtained per litre of 

fuel. 
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The third dominant constituent of the cost is debt 

charges. The total interest cost has increased from 19.90 

lakhs in 1971-72 to ~. 243 lakhs in 1987-88, recording 

1121.10 per cent increase. This is due to considerable 

increase in the capital contribution and borrowings of the 

Corporation. 

It is the next important constituents of costs in 

order. The costs of depreciation records an increase of 

436:19 per cent over a period of seventeen years. This 

is partly due to increase in the fleet strength i.e. 279 

in 1971-72 and 529 in 1987-88 and increase in the cost of 

fleet. 

Soare Parts : ----------
\ 

The extent of spare parts depends upon many external 

factors like the conditions of the road. Thus it cannot be 

considered as strictly controllable. The costs of spare 

parts records an increase of 359.56 per cent during a 

period o£ seventeen years and the percentage of spare parts 

costs to total cost has come down from 9.49 per cent to 
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5.87 per cent in 1987-88. So it has shown a consistent 

improvement in reducing the spare ·COnsumptions, although 

there is considerable room for improvement. 

Cost of 'EY_res and Tubes : 

The cost of tyres and tubes are also uncontrollable 

like spare parts. The percentage of cost of tyres and tubes 

to total cost has come dovm from 7. 9 per cent to 5. 48 per 

cent during the period of seventeen years. This decline 

in this cost is mainly due to better kms. obtained per 

tyre·. 

cost of Batterz : 

The cost has increased substantially towards the end 

of the study period. This sudden and rapid increase shows 

scope for exercising better control. ·rhe cost of battery 
L,to 

as a percentageL_total cost was o. 8% in 1971-72 and 0. 33% 

in 1987-88. This increasing trend in the cost of battery 

means it is not used and maintained in a better way and 

the Km. obtained from a battery is not improved. 



Cost of Lubricant : 

This cost shows decline trend from the year 1976-77 

and omvards except 1984-85 where it_ is marginally high. 
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The whole credit may go the Maintenance and Repair_ Lepart

ment which helps in obtaining improved Kms. per litre. 

Cost of Stores 

The cost of stores has increased from~. 5.82 lakhs 

in 1971-72 to~. 16.39 lakhs in 1984-05 in absolute record

ing 139.50 per cent increase during the period from 1971-72 

to 1984-85. The cost of stores as a percentage to total 

cost has been decreased from 2.85 per cent in 1971-72 to 

1.38% in 1984-85. 

Tax Cost : 

The tax cost is increased by 133.58 per cent. during 

the period of seventeen years. This is partly due to 

increase in the fleet strength and seating capacity besides 

. the upward revision of MOtor vehicle tax-. It is interest-

ing to note that the tax cost of §i3STC is very 1 ow as 

compared to other 3tate Transport corporations as no 

passenger tax is levied in west 3engal. 
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Other· Costs : 

·.rhe cost has increased by 232.37 per cent over 1971 

-·72: .. ,. .aut the percentage of other cost t::o total cost has 

·been reduced from 7.68% to 5.15% in the year 1984-85. So 

t:~e;~:.trrcrease in this cost over 1971-72 shows scope for 

exe;.cds~h.g better control on the various items included 

The..:..:total cost in absolute term records an increase by 

1.293 --~74.1-, f.)er cent during the study period. This increase 

is mairrly due to operational inefficiency like high vehicle 

st.aff ratcio, less krns. per litre of fuel, less kms. per bus 

i~::::.E~ d..::;:,r~--,~l1d partly due to inflation. 

Analysis o:f Total Revenue : 

··?}";~:oi;:tmtal revenue increased by 729.60 per cent during 

the study period as compared to the increase in the total 

·cost at 1293.70 per cent, in absolute terms. 



Analysis of Total U=ficit 

The total deficit records an increase by 186.37% 

during the study period. 

243 

In order to get a feel of impact of various cost items 

on the total loss (deficit), a multiple regression analysis 

is performed. The staff cost and fuel cost are important 

comnonents of controllable costs that explain significantly .-
the loss (deficit) incurred by the Corporation over time. 

Cost-Fare Hel ationsh~ : 

Fare policy ensures the economic feasibility of the 

sru. It is a direct link between the passenger and the 

organisation. STUs should be financially self-supporting 

and should be able to grow independently by generating 

internal resources for augmentation and expansion of 

services \·Jithout depending upon the government. I'he 

financial t:osition of STU in the co:mtry today is far 

from satisfactory. State and C2ntral Governments do not 

envince any interest to their needs. 

It is observed in ,-~3.:3TC that cost rises in each year 

and the £ares are not revised in each year. Increased 

fares immediately :Oecome a general issue for severe criti-

cisr.,s and ::>ecomes 2 target of attack. l'he revision of 
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fares are not in the hands of the Corooration. As such in 
L_to 

actual practice the autonomy givenL_'the corporation is not 

helpful. The revision of fares will be the only al terna-

tive to meet increasing operational cost if the State and 

Union Government does not come forward by contributing 

sufficient capital and intervene effectively with regard 

to chasis, spare parts, fuel, tyres and tubes etc. at 

reasonable prices • 

. ~ong all the reasons for delay in fare revision, the 

importants are (a) procedural requirement and (b) hesita-

tion on the part of the State Government to adjust the fares 

as it is a politically unpopular dec is ion. 

The adverse effects for delay in fare revision are 

-
(a) It causes huge loss; (b) It signifies crisis of cash 

management; (c) It imposes additional burden of fixed 

costs (d) It keeps secret the operational inefficiency; 

(e) It erodes the capital. 

Lastly, a breakeven cost per seat Km. is calculated 

which tells us that the fare charged by the Corporation 

per i<rn. is much ·1 a~..,re.r than the breakeven cost per seat 

Kms. 
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