
Indian J o u rn a l o f  T r a n sp o r t  M a n a g em en t 18

Passenger Road Transport in Goa : 
A Model of Unfair Competition

NANDAKUMAR MEKOTH *

INTRODUCTION

The performance of an organisation is to 
be judged on the basis of its efficiency. This is 
specially true in the case of a State Road 
Transport Undertaking (STU). A  STU is 
accountable to the public in as much as the 
money it uses from the public exchequer. It is 
often believed that the STUs are generally 
inefficient when compared to the private 
transport undertakings. This paper attempts 
to look at this fact critically and to assess 
how far the generally held belief is true.

THE CONCEPTUAL FRAMEWORK

Under the prevailing situation in India, 
the state transport undertakings do not enjoy 
the freedom to price their product. The price 
of the service being externally determined (by 
the government), the only option to improve 
performance is to increase efficiency whujh 
includes operational and financial efficiency.

Other things being equal, operational 
efficiency is supposed to lead to financial 
efficiency. In other words, different state 
transport undertakings operating under the 
conditions of same quantum of demand, same 
fare structure, similar commuter travel 
characteristics and providing similar type of 
services can differ in their financial efficiency 
only on the basis of operational efficiency.

Financial efficiency of an organisation is 
measured in terms of profits and profitability. 
While the actual profits are determined on the 
basis of actual revenue and costs, the 
profitability is defined as the ability to generate 
profit. These two concepts are different to the

extent that a firm which is capable of 
generating profits may not have actual profits 
due to some other reason. The operational 
efficiency on the other hand is measured 
through various operational effic iency 
parameters which indicate how efficiently the 
resources of an organisation are being utilised.

METHODOLOGY

Primary data related to profits, profitability 
and operational efficiency were collected from 
some of the selected private stage carriage 
operators using a pretested interview schedule 
during the financial year 1990-91. In all 35 
private stage carriage operators were 
interviewed in this manner. Data related to 
the load factor were obtained by the investigator 
through in-bus observation for private 
operators. Similar data for Kadamba Transport 
Corporation Ltd. (KTCL) were also obtained 
from the Annual Administration Reports and 
Statement of Accounts of the corporation for 
the year 1990-91. The operational parameters 
have been worked out and a break even 
analysis have been carried out for the purpose 
of analysis and comparison.

ANALYSIS 

Operational Efficiency

The operational efficiency of KTCL and 
private operators is analysed by computing 
and comparing eleven efficiency parameters as 
shown in Table-1. The eleven parameters in 
their various combinations determine the cost, 
revenue, profits and quality of services of an 
undertaking assuming a given fare structure.
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Breakdowns, accidents, punctuality and 
regularity are the parameters which determine
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the quality of service. Fleet utilisation, bus 
utilisation, breakdowns, accidents, fuel 
consumption, tyre kilometers and staff ratio 
are the factors responsible for the cost of 
operation. Given the fare structure, the load 
factor, bus utilisation and fleet utilisation will 
influence the revenue. The revenue (earning 
per kilometre-EPKM) and cost (cost per 
kilometre-CPKM) in turn determine the profits 
(Profit per kilometre-PPKM). It may be noted 
that some of the parameters influence more 
than one factor.

Table-1 reveals that KTCL is better than 
private operators in respect o f all the 
parameters which determine the quality of 
service. Out of eight parameters which 
contribute to the cost of operation KTCL is 
superior in terms of efficiency in 6 parameters. 
Out of 3 parameters influencing the revenue 
KTCL is better than private operators in the 
case of 2 parameters.

From the above analysis, it is naturally 
expected that the KTCL is rendering better 
quality service and is more efficient in terms 
of cost revenue and profits.

Profits
Ever since its inception in the year 1980- 

81 KTCL has incurred a net loss in 7 out of 10 
years and made net profit only in 3 years. The 
cumulative loss till the year 1990-91 was 
Rs.2.55 crore. The private operators on the 
other hand is making profits year after year. 
This is evident from the very fact that they are 
condnuing their operations and there are new 
entrants into the business. But the question 
here is whether KTCL is inefficient and non 
profitable compared to private operators.

Profitability
The profitabilities of both KTCL and private 

operators have been analysed by using break 
even analysis.

Table-2 reveals that while the fixed cost 
of KTCL is higher than that of private operators, 
the variable cost of the former is much lower 
than that of the latter. Under the prevailing 
situation, since the load factor of KTCL is 
much lower than that o f private operators, the

contribution per kilometre of the former is 
lower and it has to operate higher number of 
kilometres to break even. Hence, it is clear 
that the only advantage to the private operators 
is their high load factor.

A  break up of fixed and variable costs of 
KTCL and private stage carriage operators is 
provided in Table-5. It may be observed that 
the fixed cost per day is much higher for KTCL 
compared to private operators. The main reason 
for the high fixed cost of KTCL is the high cost 
on personnel which in turn is due to higher 
staff ratio as well as higher remuneration to 
employees. On the other hand, the variable 
cost for KTCL is much less than that of 
private operators due to increased efficiency 
and better utilisation of resources.

It is interesting to note that at the existing 
level of bus utilisation, KTCL breaks even at a 
lower load factor (54.07) than private operators. 
The relevant calculations are provided in 
Table-3. If it is further assumed that the load 
factors are the same for KTCL and private 
operators the former will break even at lower 
load factors than the latter. This point proves 
that private operators will start incurring losses 
before KTCL in the phase of a falling load 
factor. The relevant calculations are shown in 
Table-4. This point once again proves that the 
private operators are less efficient and they 
solely depend on load factor for their survival. 
The relevant question here is how are they 
able to maintain a high load factor.

Discounts and Delay

Private sector stage carriage operators 
are able to attract more passengers especially 
regular passengers by offering nearly 20 
percent discount on fare in general and 
specially to regular passengers. This has been 
observed by the investigator and also revealed 
during the interviews of passengers. The 
provision of discount is facilitated by the 
absence of proper ticketing system. Most of 
the time the bus owners are satisfied with a 
fixed reasonable return the balance being 
appropriated by the operating crew. KTCL is 
not in a position to provide such unauthorised 
discounts.
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The analysis of punctuality revealed that 
delay in departure and more so delay in 
arrival is higher in the case of private operators. 
.Most of the time this delay is intentional with 
a view to collect more passengers at the 
beginning of the trip and also delay at 
intermediate stops intentionally waiting for 
more passengers. At this point it may be noted 
that in Goa open competition is prevalent and 
even not a single route is nationalised and 
kept exclusively for KTCL as is done in many 
other states. Delay at intermediate stops is 
one of the reasons for late arrivals.

Concluding Remarks

It is naturally  expected that an 
operationally efficient passenger transport 
undertaking is also financially efficient and 
therefore, should generate higher profits than 
less efficient operating units. But this need 
not be always true due to an unfair competition 
from the inefficient units. As has happened in 
the case of Goa, the less efficient units are 
able to pose a threat to the more efficient unit

Table-1 : Operational Efficiency Parameters

Parameter KTCL Private
Operators

Fleet Utilisation 85.33, 90.26
Bus Utilisation per bus on road 270.00. 217.40
Percentage of dead kilometres to 
Effective kilometres 0.66 2.99
Rate of break downs per 10000 Kms 0.31* 0.83
Accidents per 1 lakh kms 0.60 ■ 1.19
Punctuality : Arrivals 91.00% • 72.00%

Departures 91.00% ' 85.00%
Regularity 90.86% * 89.20%
Load factor 55.81% 94.38%

Rate of fuel consumption (km/ltr) 3.88 2.38
Tyre kilometres 132224 * 86333
Staff ratio 8.58 3.31
CPKM (Paise) 578.25 533.98
EPKM (Paise) 596.90 809.90
PPKM (Paise)(EPKM - CPKM) 18.65 275.92

by offering a price competition and by adopting 
some delaying tactics. This is unfair since the 
price is externally determined and the efficient 
unit is not in a position to give such 
unauthorised discounts. Similarly the timings 
are also fixed.

The efficiency of an STU is proved by its 
better operational efficiency indicators, quality 
of service, lower variable cost, lower break 
even kilometres at normal load factor and 
lower break even load factor. In spite of these 
advantages the unit is dragged into losses.

The pricing policy of the government is 
also partially responsible for this situation. 
Either the prices should be fixed in such a 
fashion that the unhealthy competition 
between the operating units will be prevented 
or all the operating units should be provided 
with equal opportunity of participating in the 
cut throat competition so that inefficient units 
will be eliminated. Only then the more efficient 
unit will show better results and commuters 
will get quality service.

Table-2 : Break Even Load Factor 
Existing Bus Utilisation

at the

Item KTCL Private
Operators

Existing Bus Utilisation (Kms) 270.00 217.40
EPKM per 1% load factor (Paise) 
Earnings per day per bus for

10.695 8.58

1% load factor (Rs.) 28.877 18.653
Total cost per day per bus (Rs.) 1561.35 1160.88
Break even load factor (%) 54.07 62.24

Table-3 : Break Even Analysis

Item KTCL Private
Operators

Load factor (%) 55.810 94.380
Fixed cost per day per bus (Rs.) 877.110 377.650
Variable cost per kilometre (Rs.) 2.534 3.603
Earnings per kilometer 5.969 8.098
Contribution per kilometre (Rs.) 3,435 4.495
Break even bus utilisation (km/day) 255.300 84.000

(Continued on page 17)
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Table-5 : Fixed and Variable Costs

Table-4 : Break Even Bus Utilisation at 
Different Load Factors

Load factor 
(%)

Break Even 
Bus Utilisation (Kms)

KTCL Private
Operators

50 311.8 549.4

60 225.9 244.4

70 177.1 157.1

80 145.7 115.8

90 123.7 91.7

KTCL Private
operators

Fixed costs (Per bus per day):
Cost on personnel 657.22 203.61
Taxes rates and fees 130.24 62.68
Insurance 20.83 37.18
Interest and debt charges 19.85 39.38
General and other charges 48.97 34.80

Total fixed costs 877.11 377.65

Variable costs (per km)
Fuel and lubricants 1.21 2.24
Spare parts 0.44 0.39
Tyres and tubes 0.33 0.60
Other material 0.13 —

Depreciation 0.42 0.37

Total Variable costs 2.53 3.60


