September 1, 1962

How to Make It Pay
THESE are the bare facts of the
financial position of the BEST
culled from the Report of the I L O
Productivity Mission. Over the last
live, years the Undertaking's, bus fleet
has grown from 699 to 1.153. But the
larger fleet has not led to any econo-
mies of scale. On the contrary; the
direct coat of operating a bus dur-
ing this period has gone up from
Rs 49,750 to Rs 65,480 per annum,
by 32 per cent. Revenue per bus has
gone up by only 7.4 per cent and the
margin per bus after meeting operat-
ing expenses has dwindled from Rs
21,396 to Rs 10,921 or by 49 per cent

In fairness to the BEST, the report
points out. nearly all the increase in
costs has been due to factors beyond
its control The rise in costs is the
combined product of higher wages
and higher taxes and dunes. Taxes
in one form or the other now account
for one-third of the total direct costs

and absorb 3.1 nP out of 11.1 nP.
the average fare collected. The
rise in taxes and duties is most

spectacular in the case of diesel oil.
The cost of diesel oil to the Under-
taking has gone up by 48 per cent
in the last five years. Yet the price

the suppliers get has been reduced
by 55 per cent. Duties and taxes on
oil have gone up nearly three-fold

and out of every rupee paid by the
Undertaking for diesel oil today,
only 16nP go to pay for the oil
while 84 nP are taken up by taxes
and duties.

The present average revenue per
annum per bus is Rs 22,170 which is
less than the minimum needed for
economically sound operation at pre
sent costs. In other words. to pre-
vent loss of capital and to yield a
return on investment at the minimum
rate of 4% per cent recommended by
the Mission, either costs of operation
will have to be reduced by about Rs
22.000 per bus or revenue increased
by this amount which is equal to 29
per cent of the present revenue per
bus. As a result of further expected
increases in costs, the gap would
widen in another five years and
would be 47% per cent in 1966- 67
at the present level of operating
efficiency. If the Undertaking could
improve its operating efficiency by
then so as to keep 90 out of every
100 buses running, instead of 78 as
at present, the shortfall in revenue
would still be Rs 28,670 per bus or

This is the gap winch
has to be covered (i) by reducing
costs, (ii) by Increasing revenue at
current fares, and by (iii) raising
fares.

37 per cent.

Possible saving in costs and any
increases in revenue at current fares
would not accrue immediately, bur
over the five years they would be
sufficient to absorb the expected rise
in costs. The immediate gap of 29
per cent in revenue will, therefore,
have to be met by raising fares. The
Mission has suggested a new fare
structure which will raise revenue by
about 30 per cent, It is proposed to
replace the present 7 nP first stage
with a 5 nP stage and distribute the
increase evenly over the other stages.

while still maintaining the tapering
rates for longer distances
The | U O Mission has suggested
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a new fare structure as well as the
rationale for it. But its recommen-
dations on maintenance and standar-
disation of the fleet are no less im-
portant. Some of the facts regard-
ing maintenance which the report
brings to light are little short of
shocking. The Mission considers the
operating ratio of 78, which is all
that the BEST has been able to
achieve, ridiculously low. The ratio
m question is an index of the
serviceability of the fleet and the
efficiency of the maintenance methods
employed. The report estimates that
some 27 per cent of the fleet is at
presem over-age. The average age
has steadily increased since 1955
whowing that replacement of buses
has not been carried out as fast as
they should have been. As a result,
the average age of the fleet now is



