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Bottom p. t5 and top p.26. Ie it true that this Section "prevents 
the use of discriminating monopoly power as between different 
purchaeere 1 ? Cannot the "published tariff of charges" be discriminating? 

( Cf. p.}6 (middle) where he aaya "the tariff was so fixed as to eliminate 
th• 1 undercutting of railway rates classified in the higher classes".) 
A.nd would not the phrase "ordinarily makes under similar circumstances" 
probably allow different charges for.different commodities - a distinction 
which might not be on the basis of cost? 

p.47. Does this criticism of depreciation tally with the modern theory 
(Fowler) which, if I interpret it correctly, suggests that plant of & 

huge organisation of this kind ie likely to assume a condition in which 
plant is (permanently) on the averag~ half worn out though fully efficient; 
that, therefore, a surplus would arise on depreciation account equal to 
approx. 50% of the amount originally invested by owners of capital; and 
that this 50% (which represents surplus capital) should be returne4 to 
the owners of capital ae a return of capital. If this view is correct, 
may it not be wrong to call the surplus on depreciation account 
"unnecessarily high and illegitimate contributions". (N.B. Horwitz 
includes Fowler's book in hie bibliography) 

Ml-"'·'" I ,,,,.,''t.,"'-
p • .50 {top}. But ie not the General Manager comparing the A cosy or the ...f.t 

Administration's7oad motor transport>'with the cost of rail transport? 
Qy. the phrase "this brings out clearly that road transport is not more 
economical than rail transport". 

pp. 70 et seq. What is the special sanctity about getting an 8 output"? 
I can imagine the possibility of millions of potential commodities 
which do not exist under competition, but each of which might come into 
being under discrimination. Muat we then divert resources in order to 
produce all these things (to•the exclusion of other things)? Or what 
is the criterion by which we choose one or the other? 

Neither have I ever been able to understand the argument that 
discriminating monopoly is socially advantageous when decreasing cost 
operates. (And Horwitz does not expa.ln this.) To bring a large capital 
unit into being in this way may possibly delay the invention of a 
smaller capital unit for producing a similar service. 
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lftBOIIJarIQB. 

The present phase 1n that l.ong nory ot the 

pzoviaion ot the easentia1 a,ci.al aanice ot tranap:,rt­

ation is one which 1a ot particular int.eraat to the 

eoonOllio "thaor1a't •• well as 'to t.he economics ld..at.orian. 

over a period of' less than halt-a-can~ "the •~mobile 

indU.nry has: :ma.de enol'mOus progress. It has, however, 

been onl.y 1n the laat twenty years that the omibua and 

the lo·ff'T ha'I'& ate:amaed the trend of a century and once 

again asserted the power ot the road as opposed to the 

rau. 

Dlring the eighteenth cenwry the canal 'began 

to clraw traffic t):oa. the road; 1n its turn the canal was 

superseded br the rail.•y and to-day it 1s the rallwa,­

which haa 'io tight. against the oom:petition ot the road -

~• wheel baa turned full cyol.e. 

fllfb.e rapid aucceasion ot cost-re4U.aing 48Yelop-

118D.ta, which hue cbarac-tariaed the groffh ot roacl 

transport sinCNa the War, has bean acooJl.l')eJlied 'by a 

general apl)rehenaion that 'the rate and degree ot obao­

leacence- 'tb.ere'by sua'te.ina4 by alrea4y existing tol'Dl.8 ot 

\ran.apart invol'l'e acne degree of 'wa..-te' , the avoidance 

ot whioh is only possible by aome torm. ot legally entoroecl 

proteotion; and that 'the 1110:re :millions or pol1llda that are 

known to hue been inTeated in the older tol"JllS ot trans­

pon, the more cleaening are they ot aoae speo,ial dis­

penaat 1on troa the otherwise 1nn1table cons,equences ot 

such 4.eTel.opmen'ts. • l.. 

Tlda pro'bl.811t, then, ot the competition o~ 

road J10tor carrier rith 'the ol.der askblishec:t t.ransponatlon 

aenioa/ .. 

1 • ".Ill .&apeot ot Q>JQet.1 t.ion in. hanspon • by Cl. J. Ponaonby 
in Iconoalea BoY. 1135 p. "48. 



aarri.oe baa 'Cha ctocnut feaiiure e-r the transport 

taaa-try in almoa1i ffer/ oiYili&ecl ooun'l.ry'. Pl'Ograaa 

aew4 awldeDl.J' to l1aff b800lll8 •irtetal. an.d legialatil!'N i,. 

cle-..4 it n..._aa.J7 'lo olleek thia '•8'.\ef'o.1 pm gress' b.r 

'Ul8 entorcn m"\ ~ re,nrini-re JIUlll8\ll'88 on '11• acb'aaoe 

d 2'N4 11D'to:r ~%11DQO'ft. 'lb.is • ...,. ia an a'tt.aap't to 

8B.ff8.T 1me i»ai,lon In South J.trioa le-day and as 1111. 

1n-....uct1on to thta 8$114'.f, it 1a 1.D.tereat ing 'IO not.• 

llr.l•tl.T the YU'iows atMmpU •d• in other countr.lea tic 

4eal 1li th tlla - prol,lmL 

· The :rollow1Jlg table, taken tram. an aniole by 

l".l'et. a. JL Ball.north on "the l'iltur• ot Bail '!rana:von •, 

...,. the boll.De ill receipt.a•• expea.41tu:re on oenain 

111.:ropean rallnya. 
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ft.e oauae of this tall in receipts has not, ot 

course, been aolel.y that ot the com.i,etition ot the road:$; 

the 1n4ua'tr1al. depression and the sbr1nlcaga in illternat.1aaal 

1..Tacle ha.Ye been parbapa acre im,po,rtant :tao-tors, yet 1" ean­

no't 1'e pinaaid tha't tlle Snl!oa4s which the motor oarr1er 

us 'beaa •ldng into the trarttc or the nil.RY' aaa had 

serious e:ttec$a on the r&Yenuas ot al.moat nsry rail.llllJ" 

~ 1JL the worl.4. 

Dl Bo.gland the tint 1eglalative artep 1'akcm to 

--' "the position oreated by this diT~1• ot 't~:tic as 

~ passing ot the Boad ~ in l.130. :It provided., u.ong,st 

other things, tor the :t:txlng or Jll&Xiwm 1191ght and clfmen­

•1-- :ror 'Yehiolu acl :tor eom.pul.aory inarance ap:ln~ 

tbJ.rdl P~Y' riua. :rn regard "to passenger 'tranap:,rt, 

"ta.e A.res ~tftc cro--:t•aionera were -.powered to 4e'l!«r11in111 

wl.t.e\har a ••rvioe shall opera-ta or not oonaiclering •11e 

requirements ot "1:le area saned. .ls a reaul.t or 'the 

Salter Be:po,rt - the Report ot the Conference on. Boad 

u.d Ball ~sport,. the Boa4 BJ.d • Bail T.rat:tio Bill was 
• 

enaote4. 1n l.953. llnder this Act a licence "to opera'te 

imat be o'b1iaina4 batore a m:tor 'tranai,ort aenice caa be 

c,pttra'ted . There are three type;s ot ll.csen.ce designated 

by the le't'tera ~, B and C. 'fhe tirat, or PUblic Carrier• s 

Lioenoe, a.at 'be obtained b7 carriers transporting fPOcla 

tor third parties; \.he aecOlld, or Limited· Oarrier' a 

Liceu.oe appl.iea to Tehiolea carrying goods either in 

co•eetion with the owner' a buai.n- or tor hire Gr 

rend (it 1a val.id tor oDJ.y oae y~ l i ihe "t-hir4 appliea 

'to -•n:tacturera er enterpriaea using their own vehicl.ea 

:tor 'their own purp<,aea. Pan ll ot tile Act c't1'tle4 ~• 

rall.WIQ'a 'to grant apeoial •ag:red' :rates to any 'trader 

after approTal. by the Bates '!riblUUll. A 'fnm.spor\ J.clrtaory 

ct,uncil • abiee the 11.1.nisl•r on queatioaa o:t transpon 

co-ordination/ •• • 



co-o~tiOJl has bean es1;alui ahe4. 

In :Dlglancl the e:rowecl pU')Ose ot legialati•• 

in\ert~•.ka Ileen to -.Jte,, the. con41~.1ona, .llD4•r whioa. 

-... \'IIQ to:rms ot trana:port operate,. m.ore equitable. '?he 

prop-eaa ot ~cl ~ra11sp0rt ie nQt , to . he bam.P•red but com­

petition 1a to take plaee on a ':tair baa1•'. 'rhe raUWQ'a, 

lao•~•r, aes to hoe to\Ulcl the 'solutioll' by th-el.Yea 

aoquiri:ag large interests 1n the roa.d ~sport industry. 

4n agttation is, ~iU proceeding tor turther protection 

ot the nil.ways ud tor some reetriction to be plaoecl on 

ae uae ot their own tran.a:PO rt by ~raclera. 

lJl the United Stat.ea ot Jmerioa. no control ia 

~1aed through l'ef.erel legl.alatio». though in in41viclual 

aw.tea reatr1ct1-re ~~•a ot varying e-tteotiveneas baTe 

l>een introduced. Cenainly it aeems that in the Un1.te4 

States, which ia the home ot the motor industry, :laws 

4es1ped to ounaii the sphere ot uaetulnesa ot the motor 

car would be 1Jl:.po,11tic. Both the :Int.er-State Commerce 

aooua1 •si9». (1.9~.l and the J'oint C>DDl1 ttee ot BaUroad 

aD4 .~ Users, boweTar, cane to the Alll8 general. 

ooulwsiona - that there is an excess ot carrying 

o.,pacit7 or enating tranapon :tacilities due to CODlpeti­

tion ot road tranapo,rt un4ar W1equal oon41tions and tbat 

Fed~ reg.u.latlona should prorlcte tor apee:ial authorisation 

ot 110$0r transport oom»&,niea and that treight. torn.rdlng 

oo,qpani.es and eXJ>,reaa :treigllt coJQe.Ilies should be macle 

•b~ect to the Int.er-State Comerce Act. (X have been 

unable to asoer\ain whether any leglal.ation has been paasecl 

~ lJwlaen._, these ;re,oowendatio11s. l 

:In hence contitiona ot road and rail transport 

co-Cl:r«ination are gove~ed by legis1a~ion aimed at a 

au1ta1>1a apportiomaent of t.rattio be:tween the railways 

and motor ~?'llll•P'.0" respeo.tiTely. '?his is aohieYecl mainly 

lry' Toluntary regional. agre•enta between representatives 

o~/ .. 



5. 

or t.he t.wo :f'orma o:f' t.ransport. '?he public authoriii• aot. 

aa ul>i'R!lltora when cli:f'teranoea arise and when no agreement. 

is reached 'She erbi tn-to:r au\11111 t,a propenls to the JO.ntawr 

tor the aoditio.at.lon or -.ppnssion or existing, aeniees 

or, in aoae cana, :f'or tae eatablisllaent ot nn aenioea. 

In Qemaay t.he sharp cla-cline 1n rail way rev-enue 

during t.he f1•e years betore l9Sl raaulted in an emergency 

decree being brought ~t.o operatioa on NoTeuer l, 1931, 

cluignei to regalat.e both passenger and goods tre.Jlspona­

tloa. Pasaeage:r t.raD.8,IOrt. undertald.np haye to be AD.c­

t.1oae4 by proviacial. authorities, who Dllls't conai4er the 

views ot other t.:ransport su.ppllera and o:f' t.he Cb.uibers or 

Coa.ercte. Qoods t.ra'ttic up to a diat.ance ot 50 k11os. can 

'be conTey-84 without ~ ret.rictions, but all goods ser­

v1,.. over great.er distances have to 'be ll censed. 'fhe 

or.p«rato r is :required to aclll8re to a tlxe4 Wli:fom. taritt 

which a:pplies througbout. t.he country and is :truae4 sou 

to elia1nate th.o.ae c011.oerns who had previously succeeded 

in capturing t.:ra:t'fic trom the :rail.ways by aye:t;emat.ic 

w:ulercu.t.t.ing. It aeeas aost likely that. uder tile present 

~ 1n Gel'JlallT t.his rutriction w:ould have been ex­

~ended t\lrther rather than rel.axecl. 

Ill Csael:leal.avakia all road 'iransport un4ertald.ngs, 

passenger or goods, haTe to obtain 0011.oessious to operate. 

lfo cmoesa:lons are srant.ect which au~or1ae com:pet it ion 

with the St.ate-owned railways or postal services. D1 

Jan.ria, aiso, appli«.tion to engage in the business ot 

\ranaport mast 'be aa4e to th• S'ta'te au.thoritiaa ad su_oh 

applloatioas llllBt be tirfi re:terredt.o the l'!ailways, the 

PHJ-1 au~tiea and the --.icipai authorities :tor their 

conat4erat1on. ~e :t1rat t110 haYe the right to 1nst1tu ta 

the ~•ed. service t,hemaelYea, 1n which case the appl,ica.:. 

'tion. 1a, t,'t C011rse, re:tuae4. 



o-r the no torsaa ot t.:ranaport. '!he public authori't1ea act. 

•• wl>i'R!ll:-;ora when 41.tterenoaa ariae an4 when no agreelllent. 

is :ree.ohet\ 'ill• el!'b1 trato:r Alai \a proposals to the JliJlin.er 

:tor the M41tioat.1on or •ppression or existing services 

or, ill soae oaaea, tor tlle eatablialtaent ot nn aemoea. 

In Qe:maay \he sharp 4a•lln• 1n rail.., reYenue 

duriag t;he n•e years betora 19al reaulted 1n an emergency 

decree being brougb:c ~'C9 operation. on. HoYember 1, 1931, 

4eaigne4 to regv.lat.e both pa.aaenger and goods tn.D.spona­

tion. Pasae:apr \raDJIJIOr't \Uldertaldnp haYe to be 88J10:­

t.1oaa4 iy pJrOY1Bc1al authorities, who l1DUJG oonaicler the 

views ot other iranspo~ SQ.p:pUera and ot tll.e Ohlllllbera o:r 

tt:.._roe. Ooou \rat'tio up to a 41..taace ot 50 ldl.oa. oan 

'be ooney-e4 withou't any ret:rictiona, but all goods ••r­

vie• ner greater diatanoea haye to be licensed. The 

o,erator is r91J.ui"'1 to aOan to a ~- Wl1:torm. taritt 

which appl1as, throagaoa't the country and 1s rraaa4 ao u 

to eli■1n■te tho.ae oaaaern. who had previously- sue-ceeael 

in capturing trattic troa the rail.ways l,f ayat..,tic 

UHl'Ollt.t.ing. It aMIIS aost likely' that u4er tb.e preaen't 

reg1Jae 1n O-naay this rutriotion would have 1"ten ex­

'lended t'lllrther ra\her than reJ.axe4. 

Ill e..._a1ovak1.a all road transport. un4ertald.nga, 

pa......- or goou, awe to obtain caaoessioua to operate. 

llo OGRCte8fdons are gran'tecl which au.no.rise coapetition. 

witll tbe S'ta'te-ownecl railways or post.al aerTices. Di 

.&:l!ld.r1a, al.•o, aw].ioation to engage in the buaineaa of' 

\ranaport •at 'be Jlat\e to the S.t.aa author! ties ad aaoh 

applloal-ions -.t be tirn re:terred 'to the :r.ailwaya, t.he 

JO•tai a111.it.oritiea and the 111\JUoipal. authorit.iea f'or their 

cona:tAeation. ~e .:tirst. 'two haYe the right to 1nst1.w.ta 

the i,mioaed. aert'in t.hemaelYea, 1B which oaae the appl1ca­

't1cm :la, o-f' cea.r•e, reftlaetl. 



6. 

In Zapan .,._ more s'tringent control or the 

motor t.raaaport industry is pracn.1se4. Ooaeroial "t.ru.s­

pon san1cu are placed uder the control. or the Bail.way 

Departm.ea't, a atat.e Depart•••t, and au anllcationa •o 

open a new aenice BlS't be made to 1t;. In tact the State 

nilay au tharitt.ea regard actor tran.s::gon as purely an 

auxill&r'J' aenice o.t the rail••YEJ"' 

Iil .llla•ral.ia the position can 1M il..1ustrated by 

:reterenoe to Yiotoria. '1'he Transport Bepl.at ion .&.ct o-r 

1.93:5 utaltl.1ahe4 a fran~rt Boan with regg.l.ative powers. 

Commaroial goocla vehi.cl..es had to be 1.icenaed by thla autho­

rity. Such licences 11era to be issued 'as of right' to 

goods vehicles ~rating within a 85 :miles radiu,e ot cer­

tain ot the bigger cities such as Melbourne or Bal.larat. 

diatrie:i.; operating wl'thin a 20 :miles' radius tro:m. the 

owner' a place ot business; owned by a primary producer 

llD.cler eertain oon41tiona,etc. ID issuing or refusing a 

licence the Board is to have regard 'to- the interest of 

the pu.blic generally, including those of persons requiring 

aa well as those ot persons providing traneport tacillties'. 

'?his briat surrey ot the aeaaurea taken 1n Yarioua 

oou.ntries to restrict the ettectiveness ot C<B.[)etition 

seems "ftry strong evidence in justification ot the policy 

adopted.' in South AtTica. I.t is ind1catiYe, howeYer, :m.arely 

ot the wicle-apread nature o-r .tallacious reasoning on this 

~icm.. 

In South .l.frica, as in o'iher countriea where the 

railways are State-owned, the issue ot the road. varsu.s rail 

question is som.ewhat aimplitied. In auch circuastancaa 

where the rail._ways are the prope-:rty ot the people it is 

proper to judge the protefiion given to the railways so laly 

'by the crit-eria ot the public interest. In this cmntry 

'there are no vested interests or ownership which might be 

justiticsation tor placing restrictions on the operation ot 

priYate/ .. 
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priva~e 't.re.napon agencies. 

1.n Cb.a-pt.er l. som.e in.o.ieat.ion. '1.1.l. be given. ot the: 

extent ot road motor competi Uon with the railways prior to 

the enactment ot the Motor Carrier Regulation Acts. The 

provisions of the principal Act and the am.ending Acts will 

be given in some detail. and an investigation made into 

how far compe:t-i tion has been eliminated. The remaining part 

of the essay will deal rlth the theory of the problem. In 

this section some consideration will be given to the manage­

ment of the South A1"rioan Railways and to its rating policy. 

In conelusion certain suggestions will be- put forward to 

secure a cheap, efficient service of transportation. 

It Dl\1St be noted that this thesis deals with the 

elimination of competitive private road operators i.e. it 

will not diacu.ss t:l:le substitution of road .Jllotor aervioa 

for railway branch lines by the S.A.R. itself'. 



C&t.P9R 1.. 

BOAD ¥0!0B '?RlliSPOBT OOIIPll?IfiON 
WITH THE B&lLYAYS PBIOB TO l.930:-

8. 

lmf'ortunately there are no detail.ad. statistics anil­

able to illua'tra"te e:zanl.y to what. enent the Soutll .l.tri-

can lta11•J'S were atteot.ed by 1.he acapetition ot private 

road motor carriers. De:ta regarding the tmmage ot goo48 

oonveyed and nuniber ot passengers oa:rriet by road t:ranapon . 

betore 19SJ: are not ascertainable. .l conaicfe:ration ot the 

annual reports ot 'the General llanage:r ot the s . .&.B. ana 

the ra:terencea to the ccapetition ot pri'vate road opft'1ltora 

therein 1a, ho1reYer, enll.ghtening. 

I:n his report tor the year encle4 Slat llarch, 1926, 

there appears a general statement that the Bail..-ay J.dm:hii-

81.ration has to con:tencl with com.petition :troa roa4 tranaport 

agencies. In his report ror 'I.he following year, the Qeneral 

llanager &llll0unae4 that COlllpet it ion ':may 'be conaiclerecl •• 

having rea.ahed the stage where it threatens vitally to 

390JJ8.rtise state interes'ta. . . . . . . lly view is that the 

pro·blem. ot road motor competition 1n it.a rel.ationship to 

our railays should be at1.aclted wholeheartedly- and without 

delay. Otherwise there is canaiclerable danger that the 

Administration's n.n.ancial postion may 'be very seriously 

impaired• I 1. 

~cmt '11.e report tor 1988 i't se•s as 1:f' the J:ttYenues 

ot the J.(IJlifni~ration were being markedl.y attened. 

"'fhe altuation created by the growth of' roe.ct motor 

OOJa;peti t ion is beooming J1Dre and J10re ae11te as time goes 

on, aD4 has giTen rise to m.ch oanoe.rn as there is no 

doubt./ ••••. 

l.. . 
tr.G. K, ltaf, PP• 14 - 15. 
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doubt that the railways are being deprived of an appre­

aiable amount of their legitimate traffic. 

"Passenger transport has been most seriously affected. 

On the Capetown-Wynberg saotion, the number of passengers 

travelling is now about 270,000 fewer :per m.on th than was 

the case a few years ago, and the loss of traffic on the 

Sea Point line is also serious. Road traffic has increased 

oonsidarably between Capetown and Bell.ville, and Somerset 

West and the Strand. Competition with the Administration's 

rail passenger services is also taking :place on other systems, 

for instanae, between Durban and Pietermaritzburg, on the 

North and South ooast lines of Natal, as well as on many 

ot the branch lines; and in the suburban areas of Pretoria 

East London and Port Elizabeth. 

"-As far as goods services are concerned, the prinaipal 

:points of competition are in areas in which there are large 

distributing centres. From Capatown, for instance, private 

road services radiate to Sim.onstown, Stell.enbosch, Pique~berg, 

Worcester, Bobertson and even to Bredasdol'P. Some are regu­

lar serviaes, others are occasional. In the Cape Midlands 

there is oompetition between Port Elizabeth and Uitenhage, 

and Mosael Bay and Oudtshoorn. • The Natal system has to 

oon'tena with co.mpnition between Durban and Pietermaritzburg, 

lliversdala and Ha:rrismith, and many local services such as 

to Ve:rulam and S~anger. In the 'fransvaal road serviaea are 

chiefly 1n evidence 1n the Johannesburg and Pretoria areas." 1. 

Next year the taking-up of the Sea Point line is noted. 

ltAJ.l et"f'orts to _increase the po:pulari ty of the Sea Point 

line proved unaniling . • • • By the· end o-r th& year 1928 

the rate of loss olf 1JOrking had increased to appro:ximate1y 

U7,00O p.a.,e-

l. U. G. 54, 1.928, pp. 13', 14. 

2. tr. G. 50, 1~, p. 21. 

'rhe/ •• 



' I 'fha General Manager also points out that the in'tro­

duction of a :rast, frequent and et:ti.cient eleo'tric "train 

sanioe tram Ca:peto'Wll to Simo.natown bas still tail.eel to 

ahaok the diYe.rsion of passenger-a. (One wou.ld like to mow 

\ 

1lb.7 t.he suburban re-siclent.a were so obtuse as not to take 

adYBnt.age of thes~ facUities.l 

ltJllring the eight :months before elec~ritication the 
i 1".000 

loss on the Simonstown line was a.t the rate o:r j"",as, 800 p.a. , 

the 1oas under electric 110rk:lng for eight months was at the 

rate o:r £al.5, 000 p. a,. , and the total loss for the t.wel-re 

DlOntha ending October, 1929, was computed at t.250,000. • 1. 

The chief' eom;petit.ive :ractors with which t,he Bail'AT 

.1411.iniatration had to contend were (il private cars (ii) taxis 

(1111 omni.blls seniees (~Y} charabanc serrltea lY) tramn.T 

a..v1.caa (Ti) motor 1orries owned by- ,radera and :tirms 

{"11.} motor t~ companies (viii) tamers' motor trans­

pan ( ix} ox and clonko7 wagDJ1a. 

't&lL'I ll. 
2-. MOTOR UERatllS LICBHSED ll THE U?llON : l.9:85-1.9:34. 

IIO'fOB CABS&. TAXIS. 'I, Increase 
Year Cape Hat.al T-rannaal o.:r.s. Un.ion. oYer prffious 

xear. 
um - - - 18,81.t> 
1.984 - - 50 '1.9 5.90 
1.915 - g'030 25.0l. 
lift 36,800 9 ea,- D81% ll,508. ao;M'I 24.4'1 
1-92'1 '1.,600 u' mi 29'338 13", '180 96,019 Ul.51 
11• 8185 1.a'at.a a'61.$ lS, '19Z ll3 ooa- 1'7. 19 
1.989 55'194 l.6;1$'7 :.u:aaa 1-'1,351.. 130'560 15.H 
l.9S) l>'f'm·., 17 521. .u,na l.'l, '186 1ao:17'1 s.,o 
l.Qs:t s,; - s:os 45. 855 16,SBS 1.38,0'18 &.1, 
1.932, $6,001. l8 $14 • 52'126 1.5 864 l.Q,SZ. 3.79 
19A 58,m 1s'558 l '&n 15',ao 1.53,503 '1.09 

HI 69, as: &'054 s:Mz 184 555 20.2$ 
I09 'OM. . 'Ill m.a'7&t 15.28 

lllSJS, V..ilS & LOBBIES. Increase 
Year or Dacrease 
l.983 - - l 989 
l.Nl - ... - 5;saa 67.02 
1.985 - - - 4,258 18.18 

ill l,ffl l ,m_: i,m m 3,m I ·°'_" .CK 
l.988 :135 ,695 3'198 5" U'6'l2 .19 
1.aD 'I, 'ni& a,0,2& ,:1-,& au i,:,,a 26.55 
19SO B,602 a 361. 5,C31 1,023. 17,-10'1 1'1.86 
19Sl. 9,24a Z.:k7 s,.an 846 .18,176 C.48-
19K Blf a,Sl.3 5,BM: N5 l'l,~ - 1..55 
1.~ s:a - 2,369 6,659 

~

. 18,8$9 5.3Q 
l.tse 11,932 a,189 ~,s;o, 1,1 M,5C9 so.1., 
19$5 U,585. S.,525 U,509 1.,381. 28,938 l.'1.SS 

'ftl:eae/ •• 
1 • ll.Q. 50, 1989, P• 22. 
2• Obt.ainad trca Year Books, C-ape Argus. 
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~ese t1gurea show that. oonr_petition tram the priTat.e 

oar, an., Ulllilla$ and 1•~ auart . haYe 'been 'lendin.g t.o 

1nonaa-e un:t.U lllG. '!he :tall 1n the ra'lie of • btereaae in 

priTa'lie can and kn.a tor ~e nan t'o'lll' years na cme almoe't 

m-t;irely "°the••- ,nu 4spr-eaaion, llltt. the :ta:u in the 

rau tor baaea an4 lorries •• ill pan 4'le \o tlle enaotaaa• 

ot rennctiYe lqialation. 'fha rising :tigurea :tor 1i.he 

years 1.9M 04 192i are 1nd1oa.t1Ye o:t" the strong raviftl. 

1D traia aon4itiaaa in 'this oOWl'ti~. 

:In AmlUIU'8 B or "th.a llaorandlDl nbm.i tted by- tha 

Qeaeral lfanaga:r at th.a s . .a. . .R. to 'the !bad Jrotor Com.petition 

Canaf ..aion (1929}, a detailed statement is given ahonng 

the areas ill whioh competition e:dstecl with 'the aanioea 

ot tlle A4JD1:ninration. L 

'lh• Ca»e Wenani sys'is •ttered 'bo'th t'roa :passenger 

aJl4 good, NIQ8ti1iio11. Ptaaaellpr t.ranapon companies were 

pan1nlarly active on "1le :routes:- Cap•Ollll-&ea Point -

<:am.pa Bay-; . Ca:,nown-onanatory-~lll.1aeuerg; 

Cepnown-11o--.7-Athlone; Capet.01111-Jldtl.all4-Bal.lrlll•; 

Cape .... -K11nenoa; Somerset 'l'N'-strad; Ckaatwater­

Cl.llllwilli ... Calvim.a; Worc:eater-Yilliersdorp-lll.gln.; 

Q;)'H&-Po:rtenUl.e. OD branch lines parties or people 

OGJllbiae& ·"° hin cars - in }IUtioular man:, excaraion 

paniu at colollr84 :people used hired l.orries instead ot 

the railways. I.1. waa preainecl ,hat eo11peti~icm 110Ul.4 

1.Jloreaae on -~•• ,m\S'taa,... Capetcnm-lalsa •Bay :resorts; 

c:apew•-BC.•llle•In11a.B:1Ye:r-atradi Capa1.om~•ll•aoach.­

:laa:rl. ucl C'ape'Ha.-Jralasa'bul!7. 

'M regards goods trattio., 1n t.b.e Cape Peninsula 

almost all. t.he lligtuar-rated trattio 1s llOIF being han4lecl 

't.y roatl i · 'the diatri ~ :aainl.y .. at:teeted beyond. the Peninsuia a.me. 

'being:• Capeto1Pl-llal.JNS'blll7-ft~lle'l.berg; Cap•'SOWll-Bilil.a 

llt.Y~raa4-Cale4oa•Breda._rpi ~-Paarl.-J11e,1eaot-
•au1ngl;oa/ •• 

i. Tolmie m o-r "11• Brl4ence. 



ia. 

WelliD.~on-Woreeater; ~11Jl-~ellenbosch; Clapeto1111-

li>b-ertson; Ba:lohinso:n-Lo:non. Jro regular services are 

operated but goods are transported when 'traf't1c otters.' 

Jn the Cape Eastern system pasae:nger senicea were 

operated between B'aat Lo:ndon-llngwilliaaatown; Ban London­

Cam.bridge; 'farkaata&-cradou; Iaat London to stations in 

the 'lranakeiaa Te:rrl:teries an4 to Jracl.aar. 'l'hese aenicea 

were malnl.y tor nat1Yn. .&. consilenble aout o:r the 

pe'\ral tradftc t'rca East Lonclon to Butterworth, I.dutywe, 

lJ:m.\ata and o~er pl.aces 1n the 'f:ranskeian ~erritoriea passed 

'by l'Oad. 

:rn the Cape Midland and Cape llorthern ays'tema, the 

aom_p8'1t1on was 11.ot serious though in Pon JU.izabeth sub­

u.rban area passenger serviees were active and l.arge qwm'\1-

tiaa o:r petal were conTeyed f'rom Jfoasel Bay to OUdtshoorn 

by road. 

In "the Natal system 1n the Durban area passengers 

and goods nre conveye4 between :Dlrban-Hil.lcreat; Dlr'ban­

Caven41ab.; Dlrl>an-Clairwood-Jaoo'ba; Du'ban-Is1p1ngo-Ver\llaa­

Stan.ger. lllrb&n-Uillgeni-&t. Bdgeoombe. On the main line 

goods and passenger compe-'t1t1on wa.s strong f'rom Dlrban to 

Karitzhurg and to Harrismith (gooda) and :tram. Uml.aaa Boad­

l(ari. t zburg (passenger) . 

In the Pree St.ate system passenger services operated 

between Phil1p'.'IQ11a Ylll.age-Springi'ontein; d&geraf'ontein-
v 

Trompaberg; Jageraf'ont ein.-!tmlreamith; Rei tz.-Pe'trtts steyn i 

'?heunissen-Yinburg; Petrus Steyn-Bethl.ah.aut; Petrus St&J'll­

Linclle.y Boad. 

In the Western ~ransvaal system there were &1.ropean 

bus passenger services between Johannesburg-Germ.iston; 

Jobannuburg-llain Ree:r; J'ohannesburg-llodderf'ontein Dynamite 

:Factory; Banoni-.iJ.liance; Benonl-4eclul.4; Benoni-Brak:pan; . 

Springs/ .. 



SJ?rinp-J.argo Ooll.ieries; Jrru.gersdorp-Bobinson; Germiat.on­

Klant1.at'onte1n-Xl.aba.rg; Germiaton-lf4enval.e. lhring ho114ays 

and an SUndays pr1Tate bu companies arranged axcmrsions 

be'i.ween Johannesburg and points ot interest in the Transvaal., 

auch as Pretoria, Hartebeesl.poort Dam, Vereenig:ing. Qooh 

1i.rat't1.c was conveyed between Johannesburg and Rivonia and 

petrol between Sanclapruit-.1:m.erspoort. 

In tlle •"•rn 'fransvaal system there was atrong 

passenger aompetition in the Pretoria suburban area and 

anere goot1.B trattic competition be-tween Pre"toria md 

J"ohanaeaburg. 

,,..,, m. 

llo. ot. Ordinary Passenger Bookinga 
Git 811111.rbem Linea, l.984-30. 1 • 

CLASS lq24·25 112s-2fn .J.'12fo -27 /9/,7 -2 f 
CAPE. -rowN 

l~iL"" q., ,2,(, ls., 33 g q) qt,5', '154, 
~O~&I\N /Ill.EA 9,7'~o.,9'S 't_,tl4'7, 5'/5 

POQ..T f 35, It, S' 79i,232 519, 3OZ SI0,24 8' ELl2Rf>E.TH " 

EAST 
2n, IZ5 30"', <, 7'/ 323,208 3:Ho,55& LO"lDON I ., 

J0\-\I\NNE.5BVI\GI 5,618, Jqfo 0
1
022, Iqb s:; 908) 373 ~934, 31(:, ,, 

PRE.TORI p. 
" 

74118117 Sk2, 9{,9 509,029 75/,, Soo 

.DIJR.E,AN " /18/(SJ h0.:') 2,obfi,1412 ,?,
1
o2</>32Z :t,~ 024, 3/'J"f 

fllcTE.R l"IARITZ-
e.,vR<. ' 11.,'ll't rt., (;,t,,o "to.) 'fti 'TO) 'lZ4 

l3LOEMFONTE:I N " /1/.i, 72, 5 !1./f,JJ1q lld,1 ;i,11 l 151, t., 59 

!92i·L'1 

Cf.,.2 U.,, H9 

'14 3, 21 ti 

J.'1b, 110 

f:>.,01ci, 377 

710., t 77 

2,021,f.Zb 

{::,</, t., 7 3 

16<:o, i5 b 

TOTAi- ftRSf "'f,521+, 78S- Z, 882, 17&:, 7, lo1'9rJ.t{:,) '7,255)3ZCf: b, 'fU) '129 
,,. ·-· - ,. ~ _.., .,.. ,-..,') _. -"rllk-•,r-,...,_,k 11,,,,,_ 

SUBURBAN -~"VI NJ"lJJ Ou ~, ,...,,,• V ~1 ~; v., ...... v..,' ·- -j ) 11-1 vv 

T1-11Rl) (;,38011?32.. b, 97,Z,folo 7, 02,1, 389 't_, 24 !, '163 . issJ, q ,2, 

AREAS .<>RAN!)• 
I01ALl !K,'f"f&, <,q8 ,l,O; /81, 5'19 n, &s7, 128 11, 530,.2{, 1<t,1H4, ab 

19Vl ;\O 

~ 93S::, 13 9 

(;(,4
1 

I ~C/ 

2 rs, i'lJ 

6.,O'13,3S-,f 

'144, 201 

2.)oog, qi-_,z 

M,, 93(:, 

15,J /36 

:iyl!JE>,ot,f; 
- ' -

,.,.) I t..r .....,, ...,, .,.. 

7,537,(,(,5( 

17, 92,s, 813 I 
ft:is Tai.le ill.us'lirates llow passenger tnt:tio was 

being diverted to the road omnibus sarricea - it Jmlst "be 

:r..-nhered, too, thttt t.he :pg;pilation o:r these areas•• 

increasing over this period. In .&.ppenclix I a table 1s 

giTe:n to show the position on the 0ape1.own-Wynbez"g mute 

..... the oom.p8'1tion was -,at sEtYere. '?base results are 

not ll!lexpected becau.ae the 4emand tor passenger senice 

is rel•tively elastic compared with the 4ema:a4 tor goods 

\rafttc. Bren where the raillflQ' tares were the same ~ 
leas/ •• 

1. lM--._.........,.a obt:ainecl :from Appendix IV, lleaoranclu:Dl ibid. p.lQ. 



leas th.an the tare by'bua, 'the great.er conTenience and 

.._~<l•aa\.u\.l.:\."\1' o't "\n.~ 'a-& -.en\.o.e.a ,_s. 15\}.'f'f\.(:l\.~~"'- "\o oaua• 

this change over in demand. The line trom Capetown to 

Sea Point ia a good ~e 1n point. '?his 1ine was el.ectri­

tted at huge a:pense and pro'Yided a en-.p and frequent 

service bu-s 1-t was unable to meet the compe-tition ot 'buses 

whi• cle:posited and picked up passengers closer to their 

homes. 'fhe omnibus always possesses t.he big advantage ot 

fiex1bility. Even'tu.ally the Sea Point line was taken up. 

As regards goocta tratri~, compet.i t ion had not yet 

reaoaed the stage where it was actually dvain1sh1ng the 

total volume or high-rated tratttc ot the railways. 'fhia 

was the view ct the Departmental Bailn.y Taritts Inquiry 

0omm11rtee, I.930:-

"It is po:pu.J.arly supposed that the J.dm1nistration has 

already lost a large volume ot high-rated traffic tor short 

distances and that its posi'tion in this respect is already 

ext;remely precariou.s. It is, tb.eretore, of' interest to 

note t,hat, although trattic is being conveyed by road, t.he 

Tolum.e ot higll.-rated trattic conveyed by rail tor short 

distances has not diminished. On the contrary, it has 

increased substantially." 1. 

ftB(.]f I.Y. 

Da&'DS~ IN HIGH-RA.'?Jm !BAF!'IC, CLASSES l - 6, 
FBOIC 1925 - lS29. 

Zone 

1-90 lllilea 
51-100 "" 
101-150 • 
151-JIIO '!I' 

IOl-llO " 
151-S>O. 

All 41a1lan.eea 
1-1800 ml.ea 

1 •Ch.IT .. p.l.4 

Increase tor 7-.r en«ed Slat Jlaroh, 1919 mer year 
ec1e4 &1st; Jlaroh, 1125.. • 

as,na 
1.01,818 

70,564 

756,8.\7 36.a 
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Xt is. ot eourae, to be expected that this 1ncreaae 

in toma.a.ge should have taken pl.ace 111 th the normal increase . , 
1n trade and production during these rel.ati:nly prosperous 

:,ears. It is however a1gnit1oant that the percentage 

1nffea"8 1n goods carried a"t rates 1 .. 6 was 35. & i (tor al.l 

Ua'taneea) , wlrlla the increase tor ra\as 7 and lower 1lll8 only 

1.,.~ OTer the sam.e per1o4. The aaawaption can be made that 

'the competition had not yet reaaha4 ••r:, threatanng pro­

portions. 'fha object ot the Dept. Coamd.:tt.ee 1n oomplling 
--

these tipres •s to disprove the accusation that the rate 

policy or the J.c!ll1Diatrat1on was deatro:,ing the high-rated 

tratt1o- and that theretore there •• no need tor the J.dlllini­

atration to 1ntro4uce panic ra'tes. I:t' this w.s t.ru.e, then 

equally t;;he·re was no need tor the panic, restrie'tiTe legls­

lat ion that was au'baequently passed to prot.eot the reTenues 

ot the J.dminiatration. 

'?he Comdt:tee toresaw this ob~eotion, -Xt would, how­

ffer, ba very unwise to 4educe :tro~ the toregoing tacts 

that the position ot the Administration is not seriously 

t.hrea'tane4 by :mad motor competition. In our judpent the 

p:,tent1al danger to the Bail.n.:, Administration through 

road 110tor competition, is very grave indeed. tt 1 • 

:U then this potential danger 1s admitted, the tact 

is ineaoapabl.a that the danger oam.e trom the peculiarly 

41.aoriminating rating policy ot the South .&trican Ba.ilaya. 

'!he most ftln.erable point ot attack tor road aotcr oompe­

tition was ot oourae the higb.-:rat.e4 traffic tor short 

41atancsaa (the e:z.oeptionally higb. taritts are in part the 

reaul t ot e:z.oesai.,,. • -;a.paring' ) ancl, 110re part ioularly, 

the hip-rated abort distance trattio to branch linea 

'b8C&ll8e ot the principle -.ployed ot 'spl.i'tting' branch 

line/ .. 

l. p.15 para. 78. 
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l.ine :rata, i.e. ina"tead ot the mi.1.eage schedule rates 

applying tor the througbout 4ia"tanoe, the rates are charged 

aepera:tely oirer the main and. branch lines (e.g. the rat:e 

:ror conYeying 100 lb. at Class l c,yer l.50 Jllil.ea of main 

line was 56d. as compared with 6Sd. :for 100 mil.ea of' main 

• pl.us 50 at la• branch line. } . 

.I.gain and again in reports ot the Gener.al Kan.ager, 

1n fficlence giTen to the Boad Motor Competition Commission, 

in atat:am.enta in the Press, in de\Mltes in ParliB11.ent there 

appears the aoouation that: the"motor :lorry ia taking the 

cream ot the traffic". It. la cl ear that to ascertain the 

real reasons, whioh lad to the passing ot the Kotor Carrier 

Transportation J.c't., a caretul examination must be nade o:r 

the taritf' policy of' the Administration. 'l'he financial. 

success of the Bail.ways had coae "to depend on a position 

where a :relatively small Tolum.e ot high-ra"ted. traffic oon­

tributed the :major part of lts receipts trom. goods trattia. 

:en a statement made by the Chairman ot Boad Jrotor Oompati-t-ion 

C::Omm.iasion during the taking o:r evidence, the precarious 

na'l.u.re ot the s . .&..R.' s position was made clear:-

"You have thi.s position, then, bd.gh-rated traf'tic car­

ried by rail. amounts to about ai m11lion tons per annum 

and the rwenue earned is £9,250,000i the low-rated trattie: 

u appro:xl.m.ately 1.8 million tons and the revenue earned 

£7,850,000, ao that ld o:r high-ra"ted traf'f'ic produces 

;tt,000,000 1n reTenue, while• of' the traf'f'ic (the low­

rated percentage) onl.y earns :e'T,850,000." 

'J!ile ioad lle$or Clommission aummad u:p the position as 
\ 

i'i. 111ta in the Union at that 48.\e, ; l9Sfi-
. ...:, 

"Ye are aatistied :r~om the evidence that there is 

aerioua com.petition in public transport. 'fhe campeti tion 

is, naturally, most intense 1n, and 1n the neigllbourhood 

o~, the larger cen~res, but it is by no m.Mna oontinecl to • 

au.oh areas. There is a distinct tendency tor the competition 

-to/ .• 



'50 s_pread further atiel.4, the road competitors graduallr 

extending the range ot their operatiom ...... . 

-rhe compati t ion assails mainly the higher-rated goo4s 

~f1._c and the short-41-~ce paaaengar trattic ot the 

S.A~R. • l.. 

In aubaequent clla;pt.ers the changing ~~ture of road com­

petition will be indicated. When the Transport Board. had 

brought the operators ot transport agencies undier control, 

oom.peti tion trom traders and merchants using their own 

l.orries and trom aeTen-see:ter tans increased to such an 

-.xtent that the ~ministration ns again forced to seek 

l.egis.1ativa p:rotection. Untort.unatel.y tor the General. 
' 

llanager ot the Bail.nya 'the ox- and donkey-'lfllgons were 

resurrected and the Administration is now clamouring tor 

atill more protection. a. 

1.. Boat 11:J'lor C'ompetition CoJllmiaaion {:Ul89 (u .G.8,l.930j-
p.16 pan. ""· . 

a. :tt: would be interesting to haTe analls ot "1le cc:mr.para­
t.iTe charges ot the two :f'orm.s at transport, i.e. ot road 
and raU transport, bu"t they are clit:tioult to ob'tain. In 
1918 the railway tare between Port Blizabeth and Walmer 
•• t!JJ/- tor 60 t1clte'ts, and while 'the bus tare was 4/­
:tor 1J<tleka~a, the saving in tilla by :rod waa nearly • 
t.e:n ainataa. To inst .... '\he ~111.e NYed b,y m1or--.nns­
port - 1.he railway ill 1918 took &6 aoua to oam.pl•~• ~ 
dinanoe G'l' '12 11111.es batwe• Bln$erwo~h and East London; 
the normal time taken by- oar •• , hours. 



aH.I.PfER 2. 

'rBB M:USU\US ~AON TO MEE COllPE'rifiON. 

In \he early stages some a1tempt was m.acle by the A.dmi­

niatration to win back tratfic by the norm&.l. business 

practice of :lm];>roving the et:ticienoy or the Rail.ways. For 

instance, to meat the compe'tition tor nburban pe.ssenge.r 

trattic in certain cases, suoh as the Capetown mburbs, 

the train operation was electriried, more t'requent aervicas 

were in'troduced, new stations bull t and on the Capetown­

Wynbarg line cheaper fares were instituted in A.pril., l.929. 

'l"o regain goo,da traffic lost to the road, certain m.odif'ica­

tiona in the rates were made and iaprovemen'ts effected in 

the collection, transport and delivery of goods. Complaints 

were recaiTed with grea"tcer attention and publicity cam.paigns. 

carried out. 

'fhe first le,gialati ve step was taken when Bail •Y 

Begul.ation No. aa.a waa promulgated. This regulation 

enforced Section 3 (b) ot A.ct No. 22 ot 1916. By this 

section the Minister of Bail ways was empowared to difteren­

tiate in the charges f'or whartage dues on goods coming in 

throush harbours as between (a) goods imported by persons 

and firms who con'traoted to have all their goods conveyed 

by rail between any points where, in the opinion or the 

Minister, there was competition between rail and wagon or 

other vehicle f'or the conveyance of such goods, and (b) 

goods impor'ted by persons and f'ima who did hot so contract. 1. • 

'fb.e regulation was gazetted on lune 27, 1.930. It im­

posed suppl.ementary whartage dues of' I./- per 1.00 l.b. on 

goods ... 

1. . 
'fhis .lC't was first introduced in the ol.d Cape Parliament • 
in 1908 to meet 'the situation that arose tram ox-wagon 
competition. I.t was ef':tect.inly uaacl 22 years la-tar 
to meet competition t':rom. a mechanical wagon. 
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goods illlported into the harbours of the Union or South West 

Af'rioa. The additional charge was to be levied on those 

who did not make aont.ract.s with the .&dminist.ration. over 

7,000 au.oh llhartage contraot.s were signed and the mount 

oollec'ted in respect of the supplementary dues up to the 

31st March, 19-31, was only il,481. 

".&l.thou.gb. the system of whartage oontraats is of 

limited scope, it has, nevertheless, sened a most usetul. 

purpose in cheeking the indiso.riminat.e use of owupeti tive 

road transport and. in safeguarding rail way revenue during 

a period of tinaneial distress." 1 • 

Another coercive dffice adopted by the Railway .ldmini­

atration was 'The 'fransport Reciprocity a1auae' in it.a 

tender form.a. This cl.au.a• provided that suaceasf'ul. tenders 

mus~ be prepared to have all their goods transported by 

the Adminiatrat.ion'a aen:bes - rail or road. 

C:Onsiderable public opposition was aroused by these 

t.110 measures and there is no doubt. that they represent the 

worst abuses of monopoly power, part.ioularly by a State 

department . They differ onl.y in degree from the iniquitous 

system ot seoret rebates whi oh was a common t'eature ot the 

American Railroad Companies in t.he last. quarter of the 

nineteenth century. 2. 

:In lJl29 the Government appointed the Boad Motor Oompe­

ti tion Commission to investigate and report on: 

'(ll the ·mole problem ot road motor eompeti tion and 

its bearing upon the road motor and the railway 

services of the S • .A..R • .Administration having regard 

(a) to the tact that the main transport system ot 

the/ .. 

1 • General Manager's Report tor 193.l {U.G. 37,1931J p.20. 

a. 'fbesa DLeasures were only atop-gaps and designed to stay 
tha rapid- :tall in ~ which as so accenma~ed by 
the depression o-r 1189. 



t.he country is state-owned, in which Yast SU1llB 

ot public money are invested, and (b) to the 

country' a needs tor its economic deYelopment; and 

(2) all the mee.sttres, it any, which should be adopted 

tor the better regulation, co-ordination and con­

trol in the public interest.' (~&rms ot Reference.) 

Jlany accusations were made by various public bodies 

that the Commission was biased trom the beginning and that 

it was guided solely by the interests ot the Railwaya. It 

was suggested that the terms of reference were such that 

the recommendations ot the O'o:mmission were formulated with­

ou'I. consideration ot the evidence. The Report of the Com­

mission was, however, not completely one-aided. It is true 

that the Commission seems to haTe accepted quite uncri tic­

ally the atcok ar§Ul.ents urged in most countries for the 

control and co-ordination ot transport and the suppression 

of 'wasteful' competition. On the other hand it was admit'ted 

that competition o:r priTate operators had done a good deal 

to inorease the ettiaiency ot the Railway Administration. 

While granting that the Railways suffered under certain 

disabilities and that the competition was not 'fair~ in 

its inc1clence (e.g. motor· transport did not contribute i'ts 

proper share to the maintenance ot the roads), the Commission 

expressed it-selt as resolutely opposed to a State monm:poly 

of transport. -.rhe evidence against such a proposal is, 

however, overwhelmingly strong - in tact, almost unanimous •... 

Moreover we are satisfied that a m.eaauro o-r oomp.a.tton in 

public transport is heal thy and desirable:."' 1. 

'?he Commission made the following recommendations, 

amongst others, to Parliament:-

{ 1) 'fhera should be no monopoly of public transport on 

roada, a measu.,re of competition being aaoepted as 

healthy and desirable. 

t ii} ~ere should .be reasonable c:on'trol 811-d regulation o:r 

Pllblict/ •• 

. , 



m.. 

:public road transport, and, :for the purpose of' 

exercising eont-rol,a regulatory body - a Road 

'?ransportation Board - should be created with 

definit-e :f\mctions and powers. This body shoul.d 

be indepanden~ 1n character, representative at 

diverse interests, and free from political control. 

(iii) 'Transportation areas' and 'transportation routes' 

should be presori bed by the regulatory body in ano.., 

over whioh areas and routes it should exercise aon­

tro1 over all public road motor t.ranaport. It is 

recognised that in many sparsely populated areas 

t-he need :for sueh control may not yet exist. 

{iv) lfo one should be permit1.ecl to engage in any form 

ot public 1.ransport by road in such areas and 

over such routes saYe under a 'public aeniee 

l.1 ee.noe' ..... 

(v} J.. 'oertiticat.e of' pub1ic convenience and necessity' 

and the oomplianoe with conditions recommended in 

paragraphs l.02 and 103 {provision ot adaqua"te third 

party insurance, compliance with published scale 

of :rares and time-t.ablea and with wage regulations, 

ete. l ahould 1te made preraquiai tes to the granting 

of' a licence to engage in any form of public trans­

l)Ort in transportation areas or over transportation 

routes." l.. 

When the Mot or Carri er Transport at ion Bill 't.o provide 

:for the control of certain forms ot :motor transportation 

and matters incidental thereto' IJ&.S introduced into the 

House of' Assembly, the princ-ipl.e or control met witm prac­

tically no opposition. The recommendations or the Cont­

misaion were, in general, accepted without mob. alteration. 

The Opposition Party did indeed make a strong attempt to 

secure/ .• 

I .. p. 54 para. 109 (1)-(T}. 



aeaa.ra the tllll poiitioal independence of the proposed 

Transportation Board.. i 

'the Motor carrier Transpo_rtation .&.ct {No. 39 of i930} 

was plaoed on the Statute Book on June 5, i930, and came 

into force on January 1, 19~1, 

Ry this Act a Central Boad Transportation Board with 

subsidiary local boar4s was eatabliahe4 and empowere4 to 

investigate any matter relating to motor carrier transport­

ation in the Union and to submit recommendations thenon 

1Lo the W.niater of Bailways. In the original J.ct 'motor 

carrier transportation'· was defined as tollows:-

'llator carrier transportation' means transportation 

oYer any public road for reward (a) of any person by 

means of any motor Yehicle {~) designed to earry more than 

eight persons including the triver or {11) not designed 

enluai vely for conveyance of :persons and personal et:recta, 

(bl of any goods by means of any :motor Yehicle designed 

wholly o.r partly tor the carriage of goods ( other than the 

personal etrects of persons traYelling thereon}.' 

On the recommendation ot the Board, the Governor­

General may, by proclamation in the Government Gazette , 

de~in• any area as a proclaimed transportation area and 

any public road as a proolaimed transportation route. Once 

such areas and routes haYe been proclaimed any person 

desiring to engage in the business of :motor carrier trans­

portation 1n such areas and over such routes :must apply tor 

a motor/ •• 

1.. 'rhe recommendation ot the Commission regarding the 
relllOTaJ. of oertain disabili1;ies on the Administration 
was adopted by the enactment of the Railways & Harbours 
Regulation, C:Ontrnl and Management Act, 1916, Purther 
Am.en4m.ant Act No. olO of 1.930. '?his empowers the J.chnini­
atration to engage in motor carrier transportation: pro- • 
vi.dad that in respect of vehicl.e.s used for carriage ot 
goods by road within a municipal area other than to and 
rram the railwaya, the Admin. ahall be liabl.e tor the • 
payment of any tax or licence moneys lffied on similar 
vehicl.es by the looal authori~y. 



a :motor carrier aertif'ioate: to the Board or local. board; 

and anybody who opera'tes withou't such certificate, or other­

wise than 1n a.ecordance with the provisions of' the oertiti­

cate, is guil'ty ot an ot:rence. 

Local boards are appointed tor every procl.ai.med area 

and f'or every proclaimed route other the.n a route tailing 

wholl.y or partly within llllre than one pro.claimed area. '?he 

l.ocal board exercises similar functions for its own area 

or route as are e:xe-rcised by the Central Board f'or the araas 

under 11.s jurisdiction. 

'?he main tunctions of the Board are (1)' to determine 

:rrom time to time the volume and nature of' motor carrier 

transport at ion which shall be per:ad:tted to cperate over any 

proclaimed transportation route talling wholly or partly 

lfi'thin more than one proel.aimed transportation area;and 

(a} to receive and consider appl.ications tor motor carrier 

certificates for motor carrier transportation over any 

such route and for the amentl:m&nt of any au.ch certificate 

previously issued and in 1 ts discretion to grant or retuse 

such appl.ications wholly or in part, sub jeot t:o the pro­

visions ot this Act.' 1 • 

It is provided in the Act that the motor carrier cer­

tificate issued by the Board or loeal board shall s,pecif'y:­

(al Person in whoae favour it is issued; (b} period of' 

iasue; ( cs} o,l.ass of motor carrier transportation in respect 

whereof it is issued and where such transportation relates 

to persons ~he class or claases of persons who may be con­

veyed under such e:ertificat.eEJ (d) the particular Yehicles, 

identified in such manner as may be prescribed by regul.a­

tion, in respect whereof it may be issued; (e) the routes 

along which or the area within which the vehiclas to which 

it/.~. 

1 • Section 5 (bl end (c}. 



i't ref'ars may be used in motor carrier transportation. 

:ftlrther.more the Board or lQoal board ia empowered 'io 

require the holder of' 8ll1 a11ch cert itioata (a) to o:pera"te 

any Tehicle 'to which the certificate raters, solely between 

apecitied places and according to a specified time-"table 

(b) "'°· publish the acal• or ohar@PS accepted by the Board 

or local board upon 'ih.e grant or his oertitioa:te and adhere 

t.o suoh oharp1t for a reasonable period of time &Dd (e) 'to 

comply with such tu.rther oanditiona as may be prescribed 

by regula'l.ion. 

:nn issqing certificates the Board and local boards are 

to be guided by the following general 'principles'. .firstly 

when considering an application the Board shall publish 

particulars or the application and afford a hearing to 

interested parties. The Board is to consider whether the 

applicant is l.ikely to carry on under satiatactory condi­

tions regarding regularity or service, n.g1:ta, etc; the 

transportation requirements of the pU.'blic on the partiCQ.l.ar 

route and existing ~rana:portation f'acilities; the nature 

of' transportation to which ap:pl,ic•'tion relates and the 

reasonabl.enesa of: the propoaad charges; whether the trans­

port to which application relates will adversely affect or 

assist. any other transportation taoilities and whether it 

can be co-ordina"ted with such facilities 'in a manner 

which is economical.ly sound and advantageous to the public; 

any ot.her factors which in the opinion ot the Board may 

atfec"t the question whether it is desirable to grant suoh 

application; the Ti_ews of any atteot.ed local authority. 

It is quite aaay to aee from the nature of these 

det.ailed ins\ru.ctiona that the Board was intended 'to giv-e 

the tull.ea"t protection to 'the Railways and this is borne out 

by the positive injunction in Seetion 13., Bub-section (3} -· • 

"'Iha.never any transpor"t f'acilities in e:::rlstence within 

any/ •• 
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~ area or ovar any route, are, in the opinion of the Board 

or 1ocal board conearned, satisfactory and suftioient to 

meet at a reasonable oharge the transport requirements ot' 

the p~blio within the area or the route, the Board or local 

board shall-not grant &llJ certificate in respect ot any 

motor carrier transportation within substantially the same 

area or over substantially the same route with such trans­

portation ~acili~iea.• 
., 

The period tor which a certificate may be issued shall 

hot exceed 5 years; provision is :macle for x,enawal and for 

the issue or temporary a&rtificates in connection w1 th par­

'-icular aYenta. .A.ppeals from the local board to the Board 

are also provided tor in the Act. 

The powers·, theEJ entrusted to the oen'tral and local 

boards are very far-reaching. ~hey exercise praotieally 

autocratic control oTar motor carrier transportation and, 

as shall be shown bel.ow:, they interpreted their inatl"\lc­

tions to imply the almost total suppression of competition 

between priYa,e transport operators and the Bail•y Admini­

stration and between the operators themselves. 

By Section 12 of the A.ct, however, the boards were 

compelled to issue certificates to any person who, on 

January 1, 19al., was oceupied in any JllOtor carrier trans­

portation in any proclaimed area or route and oould satis­

factorily proYe. that on lfebruary 28, 1g30, he was engagad 

on subatantial1y the &8.llte transportation and afforded such 

transponation ~fieiently and at a reasonable charge. 

such aertifica'tea were made subject to review a:ner 6 

months and then might be a:m.eaded or can_c.ell.ed if the trans­

port :tacilit.iea were in excess of public requiremen'ts. 

aeotion 15 makes it illegal for any person who has 

been issued a certificate to re:tuse,without sufficient 

reason, 'to oonTey any person or goods which he is authoria.ed 

to carry. lurther it is illegal for him to depart from his 

published/ .. 
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publiaha4 t.ari~t of charges (it any} or to make a higher or 

to make a h18her or lower charge than ):I.a ordinarily makes 

under similar circumstances. Remuneration in kind 1s pro­

hibited. This is pro~bl.y the most valuable section of the 

Aat. It 1.m.Poaea so:zaei;hing ai:milar to the "common carrier• 

principle on the transport company .and prevents the use ot 

disc.rW.nat ing ll.OBO~,_PQ_. as bet wean dif:terent purchasers. 

It is the J1Dre valuable in that, as we shall see 

1,elow, a lara,t measul;"e o:r local monopoly is granted to such 

COJ11puias. The Aet provicles for adequate security against 

loss of third parties and also lays down that no member of 

"the Bailway J.dministration is to serve on the Board or local 

boards. This is an inqlortant principle tor seouring impar­

tiality ot the boards' decisions, but in practice the Admini­

stration had no need tor representation to secure almost 

complete absolution trom. motor carrier com.petition. 

In his report tor the year ended 31st Maroh, 1931, the 

General Manager of the s.A.B.. noted that, "Owing to the 

adverse •tt'eat of the trade depression upon traf:tio. returns 

it is not possible to give comparative statiatioa indicating 

the extent to which competition with the railways has dimi­

niahad during the year Wlder review, but trom general observa­

tions it can be stated that the railway revenue has benetited 

considerably and will still turther improve as the provisions 

at the. Act come fully into ettect." l. 

It is pointed out that the protection atforded tor six 

months to those already engaged in traru,portation would 

lapse after J"uly l, 19$1., and that.the 'present unrestricted 

oampetition in the :proclaimed areas will then cease!. It 

would, however, be a bad mistake to imagine that the General 

llanager 1J8.S atiatie.d - l.ike Oliver Twist he cried tor more. 

fithin/ •• 

1. l (U. G. 37, 193:t P• ll.. 
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Within the terms of the original Act, the conveyance 

ot any goods sold or being conveyed for sale by the seller, 

by a motor vehicle belonging to him, in the course of the 

delivery of those goods to their purchaser or to the place 

of' sale or by a purchaser him.self, did not constitute con­

Yeyano.e tor reward. This report f'or 1931 stated that the 

excl.usion of such transport from con'trol ha:d led to a rapid 

increase in the nu:mber of vehicles owed privately by firms. 

Many people engaged in the business of mot.or carrier t.rans­

portatfon evaded the Act by taking out trading licenees so 

as to represent the goods carried as their own property. 

'fhe view of the General Manager was that "the· transport of 

such goods (commodities ot regular and quick sale) over long 

distances in the course of trade distribution is essentially 

the transport of public traffic . . . . • tHired' long-distance 

public road transport will eventually disappear and be 

superseded by long-distance road transport operated by the 
l. 

traders and distributors themselves•. '?his Report also 

complained of the growing practice of using snen-seater 

ta.xis to operat.e regular serviees between detined points and 

thEmiby' wading the necessity ot taking out a certitioa'te. 

When the next ·Report of' the General Jranager appeared, 

the review of' certifio-at.es issued under Section 12 had been 

made by the Board and the elimination or many serriees is 

renected in this Report . 

"DJ.ring the year under review, rail•y revenue bene­

fited oon.a14.erably, as a result of the action \aken by 

'the Boad Transportation Board and subaici.tary boards appointed 

under the llotor Carrier Transporlllation Act to elilllinate road 

transport services in excess of public requirem.enta.tt: 2 • 

The Report continued that these bene~its in the case or 

passenger trattic were being increasingly nullified by the 

use ot aaven-aea'ter tarl-oabs, especially in the Tranakeian 

terri tori ea/ . . 

l.. ibid. p a.a { in Report} 
a. n - " 



'territonea, as omnibuses and, in the case, of goods trattic, 

•by the increasing use by 'traders and industrialist.s of 

their own motor Yehic,les 'f'or the carriage of goads over 

llide areas adequately saned by railway•. 1 • 

Under pressure t"rom the Railfty Administration and 

'I.he Road Transport at ion Board, an amendment Aot was pa,ssed 

bi 'the GoTarmD.ent which extended the scope of the defini­

tion of 'motor carrier transportation'. By the Motor 

crarrier Transportation Amendment Ac't, No. 31. of 1938, the 

det'inition was altered as follows:-

'Jloto·r carrier transportation' means the conveyance 

o-r any person or any goods on any public road by means of 

any Dlltor Yehicle, (i) :tor rnarcl; or (ii} in the course 

of any ind.ua'try, tnde or business of wha'tner nature; or 

(111} by means of a motor Tehittle the use whereof has been 

obtainecl tor reward, proYi.ded • that 

(al conTe,rance o:t farm products by their producer by means 

of a motor Tehicl.e belonging to him.; and 

(b) conveyance by a tamer ot his own :tarming requisites 

'to· the plaoe where he intends using them, by means of' 

any mo-'tor vehicle belonging to hill, and 

{ cl aonTayanee o·:t no'\ more than s&Ten pers-ona simultaneously, 

including the ir11'er, and of perso,nal e1'f'ecta, and of 

any goods intended for their own use or eansum:ption, 

by means: ot any motor Yehicle designed or in'tandecl 1'or 

the conveyance o:r not more than saYen pe,rsona, if such 

vehiele is not used tor ngul@: ep1lT8Y1m ce or persons 

:tor reward between ;ptkriicular places where reasonab1e 

~acllities are &Tail.able tor their oon•emo• oTer the 

greater portion or the meat practioabl.e route oe'tween 

auch places, bf railway or by means of any motor veh1ol·• 

issued with a 110tor carrier certitica"ta. • • • • • • • • • • • 

ahall/ •• 

1 • U .o. 39, 1932, p. 37. 
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shall no't be regarded as motor carrier transportation tor 

purposes of thi.s Act.' 1 • 

'rhe ettee:t of this was, of course, to bring the trans­

portation by merchants, indus'trialists, etc. of their own 

goods within the control ot the Road Transportation Board and 

to place some restraint on the evasion of the law by the 

~is operating as omnibuses. Exemption :from the obliga-

tion to take out a certit'icate mu&t, however, be granted 

'(a) :for conveyance ot good.a within any area detined by 

regulation (which may be determined di:fterently tor 

clitterent classes of transportation or for difterent 

localities} by their seller tor delivery to their 

purchaser, or by the purchaser or owner to the place 

where he intends to sell, use or store them, or by any 

parson to any place where he or some other person in­

tends to exhibit than, by means of any motor vehicle 

belonging to the owner of such goods or to the person 

conyeying them.; or 

(bl :for conveyance or goods by their 01111ar from any place 

t.o the nearest railway station or town by means ot 

any mo~r vehicle belonging solely to such owner.' 

IPllrther, exemption to take out a certificate may be 

granted for the conveyance of goods in the area of juris­

diction ot" a cit.y council, town couneil, eta. with a popu­

lation or not more than 2.o,000 persons; or goods by any 

motor vehicle acquired by a local authority tor reward 

within the area of Jurisdiction ot such body; or farm pro­

ducts from ta.rm to the nearest 'town; or to parties of stu­

dents, sporting teams, etc. it no reasonabl.e facilities are 

provided/ •• 

1 • I.u may be mentioned that hospital ambul.ances and 'con­
veyance ot any coffin or oori,se tor buria1' are al.so 
u:presal.y eza;p,ed. trom having to obtain a certificate. 
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proTided bT the Railwa,-a or alread.y certified motor Yehiales. 1 • 

'f.hus this amendment led to still turther restriction 

of road motor 1i.ran5.POn. 'fhe General. Manager's Report tor 

the year ended 31.st March, 1935, noted a markd reduction 

in road transport coDlj;ll?JtU..ton but complained that there was 

still a great deal of e"l'asion of the law by taxi operators. 

The dit'ttculty was to prove to the satisfaction ot the Court 

that the taxi ns maintaining a regular service between the 

definet points. In Natal 'hundreds of motor .cars are being 

operat.ed parallel to railway or road motor services'. a. 
BUt even af'ter all the hard work of the 'fransportat ion 

boards, the General Manager oould still not find p•oe. 

From the dim past the spectre of the ox- and donkey-wagon 

had arisen, again to plagu.e a harassed General Manager ot 

Railways. 

"With regard to an1ma1. transport oompe:tition, owing to 

ti nancial stringency and other hardships a large number 

of the poorar typ,EJ of tam.er has resorted to animal trans­

pan riding as a means of ll vel.iboo d. By reason of the 

enremai,- low rates charged by these operators, ...... the 

Yolume of traffic, mostly high-rated, filched trom the 

railways by these carriers has asswaed considerable pro­

po rt ions. • a. 
'fhe following Report reviewed the position brought 

abo~t by 1e~a1at1va action. "'In the antm:al reports tor 

the I.aat two years it as indicated that uneconomic oom.pet.1-

tion w1 tJ:l ~ Bail ways by road motor v9hicle had been re­

ducel. 1io a minimwa and that tll.e poa1t1on generally-, in so 

:rar as road motor t:re.naport 'througb.ou1; the cowitry 1a oon­

cerno4, has bean plaoed on a mnch more aatiatactory baai•." 3• 

At/.• 

1. By this .l.ot. Section 1-6 err original Act, which prorlded 
1:or adeqane third par\y insurance, ••• repea:led.. • 

a. lJ. G. M, l.Q33, P• 8.1.. 

3 • tr.G. 37, 1934, p. &7. 
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•:t 'the same t.iaa the requesfi tor :more etteetive con-

t.rol ot taxi apc-a\or_s, the re-enactment of Section 16 or 

th• original Act. relating t.o oompulaory insurance and SOlll& 

measure ot control. aver animal-drawn 'transport was- re:pee.t.ed. 

By this 'tiJD.e it is llOt aurprising to tind the General Manager 

con\emplating the 14• ot socialism - all transport, road, 

rail, aea and air, should be plaoe4 under a Jlinister ot 

Transport and the uin road senieea should be nationalised. 

'fhe reasons put tone.rd by the General Manager :fbr the 

groW'h ot animal.-drawn transport were: (1) 8'X;Ploitation ot 

operatera (2) cu:t.-throat. can.petition amongst t.ransport-

riders and. (3} uneconomical transport charges. Bu.t. reel.ing, 

perbapa, that the eoollOmic argwaenta were not sutf'iciently 

strong, the General 14anage:r, with deligh1i.tul naivete, aaaued 

1b.e mant.le of -she Society tor the P1!Q1i.ection ot Qruel ty to 

A.niula. 'ttransport rid..- are accused of harah treatment. 

c;,t the' l.itUe ~ey donkaya' and pit:itul. stories of autter­

inga related. In. teot the only- reason not given is that 

80lllle of the rates on the railways are so high as to perm.it 

the successful competition of the slow-moving, old-fashioned 

donkey-wqpn. 1 • 

The/ •• 

l.. lfl].en certain transport oam.paniea 1n lllllU.cipalities a-tarted 
~ int.r(tduca trackless trams, the dittioui't-iea ot t]ie 
lo~al bo&X'd.s 1n authorising t-.,orary depart~ troa sche­
cbtl.ecl rou'tea by the 'f>iuaes during the cha:np,~•over were 
llkel.y to prove ao administratively great that a tu:rther 
amentm.ent .let, J.ct IIo. ao ot l~, was ;page4. .It autho­
ri.sed the Gover.nor-Oenanl, on ncmmendatien ot the Board, 
to suspmd 'molly- or p~lJ' the operation of an;r provision 
ot the·J.cl, either throll&hottt the trnion or in rel.ation to 
•DJ :partioul.ar proO'laimed transportation area or route'. 
'?his ]i)O•e:r was g1Ttm. tor a year but as subaaquently ex­
tend.« tor a further year and again until May 31, 19~7, du­
riltg.the last Parliamea\ary- seaaion though not without some 
dmancl • tor a eolk,plet.e r&'l'iff of the whole legislation. Thia 
uiea.dm.eat Act is an astounding instance ot what Lord Helf'llrt 
has oalled the 'n• deapo\isa' - it giTas the Board, and 
lhrough the Board the Minister of Rail'd.JS, the power tQ 
Mke ••l,lll•tiona of the a,at tar-reaching ctbaraoter wilahout 
any need to consult ~r obtain Parlimn.entary approTal. 
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The extracts above that have been taken from the annual 

reports of the General Manager of the Administration are 

strong evidence that, if protaction of railway receipts are 

accepted as the criteria, the legislation has been most suc­

o.essful in achieving 1-.ts object of eliminating 'wasteful oom.­

peti tion' and the 'du.plication of unnecessary services in 

axe.ass of public needs'. 

The reports issued by the Ceritral Road 'rransporta.tion 

Board provide the material from which it is poss.ible to give 

some idea of the position of private road transport operators 

and of how rar competition with the Administration has been 

suppressed. 

By Proclamation No. 210, 1.930 (published in Government 

Gazette of September 26, 1930 l t'ourteen transport areas were 

procl.aimed 111.th headquarters at Beaufort West, Bloemfontein, 

Capetown, Durban, East London, Johannes-burg, Kimberley, 

Mossel Bay, Pietermaritzbu.rg, Pietersberg, Port Elizabeth, 

.Pretoria, Umtata and Zeeru.s't. 

The following public roads we-re defined as pro claimed 

transportation routes:- 1. 

Between (i} / •. 

1. Since January 31, 1932, the following additional rouuea 
have been procl.aimed. '?he public road between Capetown 
and 1'1.mberley via lAlrbanville, lfellington, Be.inakl.oo::f, 
Oeres, Karroo Poort, Buikeston'tein, Blandsv1ei, The 
Bosch, Ca.lvinia, Will.1st-on, Advance, Qlrnanon, Pampoen­
poort, Victoria West, Hutchinson, Merwefontein, Richmond, 
Verborgenf'ontein, De Pu~, Britstown, AndraaiaTlei, Prieska, 
Niekerk's Hoop, Griquatcnrn., Campbell and Schmidt's Dri~. 

hblic: mad ?le,ween Bast London and BI.oeatontein 
via Stutterheim, Bolo, Great Kei Dri:f't, '?somo, Engoobo, 
Coghlan, Kl.1-iou, Ca.la, Askea"ton, Lady Prere, Q.Ueenstown, 
Bailey, Sterkstroom, Molteno, Storm.berg, St;eynsberg, 
Vantaratad, Bathulie, Orange Ilei, Edenbllrg and Betha.qt 

By Proclamation No. 1.34 o:f' l.933 a transport at io-n 
area tor s.w. Urica Clamprising the magisterial districts 
of Gobabis, Karibib, Okahandja, Omaru and Windhoek was 
proclaim.ed, and a route de:f'inad between Jlal'bahohe and 
Windhoek. Yi.a Ma.riental, Swart.modder, Hanover and Dordabu.s. 

llinor amendments of these proclamations have been 
made. Certain areas have been deproclaimed and the 're­
lease«' diat.;ricte e.44•4 to •xi.sting proclaim.ad areas or 
routes. These adjus1aenta have been -4• t'or acbd.niatra'ti,re 
PllI"POS•• aad not to reCu.oe the areas Ullder the con'trol. ot 
the Board and the local boards. 



Between (1~ Mossel Bay and Beau:tort West; 

(11) lfast London and Umta-ta; 

(111) Durban and J'oha:rmesburg; 

{iv} Durban and Middelburg {Transvaal); 

(v} Johannesburg and Louis ~riohardt (via 
Pretoria!; 

{vi} Qerm.i.ston and Pretoria (via Irene:); 

(vii} Zeerust and Pretoria (via Rustenburg); 

{viii) Zeerust and Johannesburg; 

(ixl Lichtenburg and Johannesburg. 

By ProcJ.e:me.tion No. 211 of' 1930 all motor carrier trans­

portation, as defined, after January 1, 1931, over these 

routes and areas is prohibited unless a motor carrier aerti­

f'ica te sanctioning such transport is issued. 

The areas proclaimed included all the towns with a 

population exce·eding 20,000, such as Capetown, Johannesburg, 

D.trban, East London, Pietermaritzburg, Port Elizabeth, 

Kimberley, Bloemfontein, Pretoria, Springs, Brakpan, Benoni, 

Boksburg, Germiston, Krug.ersdorp, Roodepoort, Maraisburg and 

Randf'ont.ein, where the val.ume of passenger transportation in 

each, according to the Board, 'made it imperative that the 

control at which the legislatdre aimed, should be exercised.' 1 • 

The proclaimed routes covered almost every mile of railway 

line in the country and on these routes the Board concluded 

that road transport should be subject to aontrol, since 'it 

was f'ound that many carriers of goods conducted f"requent 

services ....... . and that these carriers catered mainly 

for commodities cl.assif'ied in the higher railway rates. ' 

Bel.ow a table e!s given to ahow the number of ordinary 

motor carrier certificates issued by the Board and the local 

boards. T'ha procedure which the Board followed in pro­

cl.aiming an are.a or route was to visit the di~riot and 

hold meetings at which the views of interested parties were 

heard/.~ 

1. 
First report of the Oent~l Boad Transportation Board 
(U.G. 2l,l9a2) :pp. 7 & 8. 
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heard. Blt thr0ll4#l0llt tae reports ot the Board no definite 

principlaa, on which deoiaions were baaed as to what oona't1-

tu1.ed '1n eneas of publio requirements' , are l.aid down. l' 

TI.Bt:S T 

OBDINARY ANNUAL MOTOR CARRIER CER'fIFICffES ISSUED 
BY BOABD AND LO CAL BO.A.BIS· a. 

I\ \ I 
!PASSENGEf~. PVI\L- ruRroSE. Goons i "01 

VEHICLE!:> VEHICLES VEHICLl=S 

u~ ICf~I !'i3, [</:) ·r'G' .J'fSI 1'13?- 1'133 l'BL 1'131 l<t3i 1q53 ns4 ~Bl f()",1 

P.::-110 lfl.A1,1~R>RTATIOI\I fiol'IR.D 3q 34 29 3o u. 1f2 37.;! 3'19 /7'1 fit ,l2i .Zt'J '<.li!J b07 

Loe.AL Bo,iR.ns:-8. AL'f:PRT l,frs1 - -· 9 - - ,, - ' ,i,O 

BLt>EMf"CNTEfN 29 35 II 14 ,)7 ,,27 13 // ,{, {,(:, .fl 42 l3l. ll.8 

CAfE,-CNN :r,1 i.l.4,f .7//o .,J,g 42 100 .rt€ 358 t:t.z M</ 4'1.f 572 '193 9(,7 

DuRSJlfol /'/j lt;5 l!,fI ILt:S 37 'l f, 5 3St, 33£ 33" r:190 $'9q 4'10 

EAST LONDON .:l 'f ):'3 :zo /9 34 5Lt 41 .tr3 5'! S-l 7/ 79 11,f 109 

Jo11ANtlES5URG ,2SI l.26V I.U,4- ;l,fo '1.f 3 - 37fo .lf/4 SJZ 109,i', 7,Zfi 6,7 

~ \fl\f,E.f'-LE V I 3 LI 3 q3 ,Z.2, 43 3,f (;,f 24 13 10 /OS 49 
.,_ 

4 J!i l;l • flcSSEL B11'( - - - - - - 34 -

f'1ETERMllRIT2BOI\ L./ 9 /2 24 2, - ,;9 3Z .Z"/ 31 3s LIi 

'JI.. 2s .22 P, ETERs Bi.:i<:G 7 - - - - - 64 

PoP,T EL12Al3E n~ 'ls ,52, "12, .f4 3 - -- - ~d} 100 /35 /S'S 3/0 l.{,t, 

Al ~S 

1(13' l't31 

6,29 7og 

-' 

(;3 l, 7 

/0/Lt //fig 

1/40 5'40 

132 141 

'196 /3~ 

&O 5/ 

-
Lf/ ss 

-
,1/0 239 

P11,.e.;c, l'-IA "fl ,fl ,4;; 5'1 /<, 6~ I,!:, ;}/ rfS /Oil lio /Of, 17:l .JbO l.f.& /J'{J 

'1--Ut!TI\TA & - -'"' -- 32 - M, --

Y,. ZEERUST /0 - - - 2 - - - I& - - ..!i -

0 
W1N0Hoi::.K -- - I I -- - JS' 47 - 2, I - 35 119 

T'OTAL.S 100{ 9/0 f,36 .f67 1/1.16 530 ilt9 9SZ ,..,,., ,_, 
l'/56 2757 13<,;t 3/t& J6t/l h6t 

x Deproala:1:m.ed in Octobar, 1931 and included in other areas 
or bmught under :proclaimed rou:\;es. 

0 Proclaimed in 1.934 and brought under A.at. 

'!haae t'igu.rea allow a declin• 1n. 'the nmmer at certifi­

ea't• iaaued tor paaaenger and goods veh.i cl.es tram 1931 t.o 
l.933/ •• 

1.. In Victoria, J.ustral.ia, in the .&.en of 1933 it was pro'"'. 
n4ecl 1.hat tr t.he Board retu.sed to grant. a l.icence 'to the 
applicant, it coul.d 'be required to give 1n writing its • • 
raasou tor ra:tusal. These writ-ten ttciecisiona' cona'ti\uted 
the chief souroes or the principl.ea ot the Beard. '?his 
l.egal provision is an 1.mportant :point 1n. aaminiatrative 
juristiction as it tends to seeu.re tha1. t.he body con­
oerae4 will be· flll14ed by a detinite set of recorded 
decisions. 'l'his provision was l.at.er repeal.ad. 

a. Oompile-4 :tram. annual. reports of Central RN.4 Tran.aponation 
Board. 
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l.\JSS and then a change u.pards tor lJ134, sapecially in the 

case of goods vehialea. The number of d.u.al.-~oae vahiel.es 

increased steadily throughout the period but such Yeb.iCl:tes 

uau.ally have a relatively small carrying capacity both ot 

passengers and goods. These statistics do not show the 

full measure of re·atriction imposed by the controlling 

authorities. 

In the .first place it is l.ikely that :many carriers 

who .i.ia.d operated services did not bother to apply for eer-

1.i:Cioate.a to the Board or local board in the belief that 

such applications would be re.tused. It seams that there 

was quite a widetSllread reeling amongat small operators that 

~ha Board was,in taet, Ille.rely a tool of the Railway Admini­

stration. This supposition is borne out by a statement in 

the Report of the Central Board tor the year ended 31st 

March, l.9M. •rt is also a tact that a considerable number 

of oarriers who had,prior to the passing of the Aet,operated 

S)asmodic services over these and other routes never applied 

for certirieates, realising no doubt that the nature ot 

their aerTiaes ruled out any question or protection. .An 

instance ot this was seen on the Transkei route where, prior 

to danuary 1st, 1931, there were over 60 vehicles operating 

between East London and the Transkei, while the applications 

for motor carrier eertifioa'tes in respect of that route 

related to less than a third of that number." 1 • In his 

Report for 1931. the General Manager of the S • .A..R. also noted 

that the growth or competition had been arrested in part by 

anticipated e:tte"• ot the .lot. All 1'his implies that the 

number of operators betore the Act came into force was 

greater than the initial number of certifieatea issued 

under Section 12 or the Act indicates. It implies, further,- _ 

that/ .• 

1 •(u.G.30, :1934} p. Q. 
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that many o~aratora who were operating apparently on a 

profitable basis and others who oonsidered that the motor 

carrier business offered a profitable :field :for investment 

were diverted t"rom it into other less protitable ventures. 

l\lrthermore when cer1ii:ficates were issued, the condi­

tions of issue often, in tact, resulted in a large measure 

of protection being afforded to the Railway A.dlninistration. 

In many cases the frequency of operation was reduced, in 

othar oases the actual length of service permitted was 

curtailed, i.e. the service was only allowed to function 

over a portion of the former route. Many cartiticates, too, 

were ia:aued to operators whose s:ervices were diverted int,o 

the so-called co-ordinated services. Another device used 

~ the Transportation Board to suppress competition 1fithout 

reduoing the actual number of vehicles was to enforce a 

certain scale or tares or rates on the 01.)erator. The 

tari:ft was so :fixed as to eliminate the 'undercutting of 

railway rates classified in the higher classes'. 

By Section 12 of the Act, it will be remembered, the 

Board was compel.led to issue certificates to carriers who, 

prior.to February 28, 1930, had operated regular services. 

After June 30, 19.n, the Board had power to review such 

certificates and reduce their number, it so desired. Un­

:fortunat,ely no clear statistical statement was given by 

the Board of the :position afier the review. It would be 

too tedious to reproduce the whole complicated statement or 

the Board ot the review but certain instances abstracted 

:from its tirs:t report will indicate the drastic manner in 

whicn the review was carried out. 

On the East London-Umtata route 5 carriers had been 

issued with 8 certi:fic,ates :for through goods sarvices. On 

revie:,r the number of vehicles was reduced to 4 and the :fre­

cp. enay ot 2 services :from two trips per week to one. When 

renewals/ .. 



renewals tor t.his route were considered tor 19-32., the 

Board deoid1:1d that thare was no necessity tor through 

37. 

road 'transport between the points specified and the appli­

cations were refused. 

Undor Section 12, 9 certificates had been issued tor 

the Durban-Pie'tarmaritzburg route in terms of which daily 

services were operated in respect of all classes of goods. 

on review the Board cancelled all the certificates but car­

riers were authorised to convey tumiture and household 

etteets. In January, 1934, applications relating to the 

conveyance of all classes of goods were refused. 

On the Johannesburg-Pretoria route applications from 

20 operators ha,d been granted under the relevant Section. 

Sixty oertiti~ates were issued - 44 tor goods ot all olassea, 

l6 for turniture and household effects only. As a result of 

the review all carriers a.gaged in the transport of furni­

ture were granted certificates but only 5 certificates for 

gpods, all classes, were issued. When applications tor 

renewal were considered tor 1932 all applications tor con­

veyance of goods, all classes, were re:f'used but the removal 

of turni'W.re was again authorised. 

On the same route a passenger company was granted 6 

certificates. At the review stage the Board authorised the 

continuanee or the service but ordered alteration of the 

time-tables, prohiblting the running or 'bUsea in close 

proximity to the times of departu~e of fast trains between 

Johannesburg and Pretoria. 

Local boards carried out a similar :process ot elimina-, 

ting 'waaiet'ul competition.' and bringing about a 'stable, 

well-be.lanced aya'tem. of transport' . 

'file posi~_ion e:t the beginning of 1932 was as follows:-

"J.t the review stage which oovered the period J"uly to October, 

1931, this competition was considerably reduced, and when . 

applications tor renell&l.s of tMr~irica~es were made to the 

Board/ •• 



38. 

lbard end local boards during Deeember, 1951, and January, 

1-932, competition was tu.rther reduced. '.rhe proceaa has been 

continued 1n respect of applioa'tions tor certiticat.es tor 

the current year and further curtailments of servictes hfie 

been effected in those cases where it•~• found that an 

unneoessary duplication of servic• existed. 

-But 1 t would not be correct to say that all wasteful 

competition had been eliminated and that a condition of 

stability has been reached. Adjustments will f'rom time -to 

time become necessary; the principle of co-ordination will 

have to be applied further in certain cases and the elimin•­

tion of those oompetitiYe services which cannot usefully be 

co-ordinated will have to be considered. The majority or 

t~ose 'original.' operators have, however, been restric-ted 

to areas or routes where they are employe.d in affording 

untul services." l. 

:r.t-om "tihe beginning or 1.932 the Board began to 'oo-ordi­

nat.e'. 'Co-ordination', magic word, apparently meant that 

it a road ser'V'ice aould be so diverted as to act as a feeder 

to the aenices ot the .&.dminist.ration, then the service was 

co-ordina'ted; it not., then the service became 'unnecessary 

duplication' and 'in exo-ess of public needs' 8.llld hence 

el imina:l.ed. 

The Report of the Board tor 1934 stated that in th& 

caae ot operators whose competitive services w&re discontinued, 

i they were 'wherever possible diverted into spheres wb..ere a 

much needed service could be rendared by oo-ordinating their 

~ransport operations with the id.ministration's rail or road 

motor aenice& or with other previously erl.sting priva~e 

services ........ In mos~ oasea the carriers whose services 

were so co-ordinated are today engaged in supplementing the 

rail/ •• 

1. 
Bapon by the 'f.ransporation Board for y•r ended 51st 
Jlarc-h, 1933 {U.G. a>, 1933) p. 8. 



rail. aenice by maaas ot reectar lilles radiating tl"OJA rail­

head in"M> areas not aened by rail.. • 1 • 

lbr the year January, l.938, to »eeember, 1932, tae 

l.ooal board at Capetown gran:~ed 967 applications out ot 

1130 encl the num.'b-er or passenger 'buses operating in the 

are& was reduced f'rom 279 1n 1931 to 167 in 1932. In 

regard to goods transportation, 'the local board has adopted 

the prinaipl.e of' oo-ordinating rail and road transport and 

haa by this means considerably redueed the excess ot f'acil.i­

ties oYer requirement.a of the publ.ic'. 8 • In 1.g,31. authority 

to operate was sou.gtlt f'or 672 lorries tor through transport 

between Capetown and outlying districts as tar afield as 

Calvinia, Sutherland, Worces'tar and Bredaaclorp. Ill.ring 

1932- only 67 &p:plicationa ware made to the board, du.e in 

t.he bo.ard' s O:Pinion to the fact that "operators had become 

accustomed to and had accepted the system or ao-ordinated 

transport which had been inBroduced." 2. 

'?he ef'te~t of the original Aot was,as atatecl above, 

to lead to a a.harp increase in the use or seven-seater "taxis 

as omaibuaea and 1n the use by merchants, traders, industria1-

1sta, et.o. or thei.r own transport.. 

"lil eertain parts or Natal the position has become so 

acute that it is no exaggeration to aay that a condition or 

chaos exis"ts. In a :report submitted to the Board reeently, 

it was atated that thara were literally hundreds of motor 

ca:rs, tiYe- and aeven-aeatars, so old and ciilapidatacl that 

one wondes llow they were ever passed by 'the Yehicle in­

a»ee:'tora, on the roatl earrying na-siyes trom Iurban to all 

parts ot Na-sal and Sulu.land. Hilndreds ot t,hese ea:ra had 

actually been seen to leave with anything up to 9 or 10 

1.. U.G. 30, 1.934, pp. 9, 10. 

a. U.G. ao, 1.933, p. 24. 

nati-res/ •• 



na-tivea in each and in addition aarried goods of all des­

criptions on the running boards."' l.. 

":t't has come to the notice of the Board that in recent 

months hundreds of motor vehicles have been acquired by 

merchants and are being operated from inland c.entres to end 

from the coast. w- a. 
Competition, 1ike Dlllrder, will outl 

By the .&mencfmen:t. Act 'vahic.les oparated by :merchants, 

ma.nutaoturers, industrialists, traders, 1'ui.l.ding contractors 

and by all. other oonae.rns in the course of their commercial 

and indUstrial activities' are subject to the provisions 

o-r control. At the same time, the Board was compelled to 

grant exemption from the obligation to take out a certificate 

in respect of the conveyance of goods in the course of a 

businasa, trade, er indUstry within areas to be defined by 

regulation. 

It t.hus becta:me nea,essary to define such areas. The 

Board proposed that in general the normal area ot exemption 

should be the magisterial district, b•t 1n the case of a 

:rew centres the Board suggested that larger areas, oom­

prising 'two or more magisterial districts, should be defined. 

After consultation ot various interests and visits to the 

larger centres, the Board issued Motor Carrier Regulations 

{ GoTt. Notice No. 1028, dated August io, 1932) and the nor­

mal axem_pted areas were defined with minor alt.erations as 

suggested by the Board. 

Special provision wa,s made in the regulations for 

wider exemption in respect of the oonveye.nce of news:pape.rs, 

builders' plant and acat'tolding and commercial travellers' 

S8lllples;; a general provisio~ was made tor t.ue grant of' 

1 • U.G. 21, 19:ia, p. 24. 

2 • U.G. 21, 1932, p. 25. 

wider/ •• 
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wider e:xem1>tion it, in the opinion ot the Board or local 

board, any goods must necessarily be conveyed by motor 

vehiole. 

Applications of those who required exemption within the 

detined area were, of course, automatically granted. In 

certain oases the Board granted exemptions beyo~d the normal 

detined area, e.g. (JJ conveyance of assembled radio sets, 

electric stoves and electric rerrigerators, (2} conveyance 

of tools and spare parts in oonnection with the installation, 

maintenance and repair of agricultural or industrial plant, 

{3) conveyance of boring apparatus, {4) conveyance of road­

making :materials {tar and bitumen) in specially constructed 

spraying.tanks. 1 • 

TABI.:S ffi 

Nll1IBER OF EXJMPl'IONS ISSUED 1938 - 34. a. ---

rf z f<-t33 Iq34 l'f~2.. ICJ3& /Cf 5t, Jq.32, ,,n3 rnJ t'/32, /133 1931.i /932, IC/J.3 1934-
l'<TP-_i\L.. ROAi> 8LO£MFoNTE/l'I CAPE_ TONN, DUl<.BllN -{ilsT· LoNDoN 
R#\N$. BOM,D BOARD /30 fl!'<., D 130Af".. P BOARD 

I /m,O\ 
at,4>hct1 \.1oti ':, 1481 Jif{a?:, .nl,o qC, 212 !55 1s2s i 1'105 IC/{,3 53b 765 no 34'3, l{fl,1./. fl. 0 (, 

V<:h1cle. s. :ZuU 3875 lt35Z !IC/ .245 IC/(; 2161 ,)('73 JbOl. 79£ /053 //00 39g lt08 Sui/ 1,.,"°("'ed 
l'it.h1cles 445 38lt0 4325 loCJ 234 19/ 19.2.fo ,;)/5/ .:l5'fi '792 /040 IIJ9S 35'1 '-,OT 4f;.g E:x.::nitikd 

::Jll HANNES Bu I\C, K I/Y18EAL.EV PtErtoP./Vlll~/T ZBUP.G POP..T f3.L17'-A&~TH PRE- TOP-IA 
/>,OA/1._fl €;'1Ail.D l>Ollf\O /3Q/f,/?..D 8<:JIIF',,,O 
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1 • Some or the factors considered by the Board when 
deciding applications for wider exemp~ion are (as 
givu. in its second reportl t-
(a,)- need tor personal supenision of goods in transit; 
lb) contractual condition of installation by the owners' 

mecbanic·s or engineers; 
{c) the inherent properties of certain goods, which 

require conveyance in specially constructed equipment. 

2• C'ompiled from annual reports of Central Road Transportation 
Board. 



These :tiguras of ex•ptions granted include those 

exemptions granted to tal'Jllers oonveying their own produce 

:trom !"al"JD to nearest station or village or from atation or 

village to far.uh 'fhe f'igures, however, ref'er in the main 

42. 

to exemptions granted to merohants, traders, manufacturers, 

ate. and the rise in the number granted reneots the increased 

use of their own road transport with the revival in trade. 

It mu.st be r8Jnembere4 that within the exempted area, the 

Board or local boarQ. W'fl,S compellsd to grant exemption. 

In the report of the Central Board for year ended 3ls~ 

March, 1~54, statistical tables are given of the annual 

motor a:arrier cartif'icates issued and the following conclu­

sion arrived at:-

"Tbese statements indicate that while the aggregate 

number of cartifioated vehLcles fluctuates trom year to 

year there has been no sharp diminution and support the 

Board's contention that the number of vehicles for which 

certificates have been retu.sed is relatively small and 

that most of the original carriers are still operating 

to.day . " 1 • 

'?his gives the impression that the Board has granted 

only a moderate amount of protection to the Railway and 

that there sill remains a large measure or oompeti tion 

in the transportation industry. Comment has been made above 

on the figures but it will emphasise the practical monopoly 

acquired by the s.J..R. Administration. if the methods ot 

suppressing road motor competition are stated again. 

lwen in those oases where certificates have been 

issued, this does not mean that operators were al.lowed to 
I 

continue their businesses as they had done previous to the 

institution of the Transportation Board. In the majority 

of instances their services were diverted and co-ordinated 

with the administration's services; in some instanoes opera.-

tors/ .. 

l. p. 12. 



tors have been restricted to only a portion of their form.er 

route; the frequency or the service has been curtailed 

{an example has been given above where 'buses were prahi-

bi ted from operating at the same tima as the fast trains) 

and minimum charges tixed. The control of motor-vehicles 

operated by merchants in the conveyance of their own goods 

was, -as the Board itsel:t' admitted, 'a far-reaching departure 

from the existing provisions of the original Act'. 

I..t the increase in the number ot exemptions issued 

over the period of three years is indicative of a growing 

preference by merchants for road transport, then it is 

reasonable to ex:_pect that far from a 'sharp diminution' 

t.here would have been a sharp increase in the number of 

annual certificates issued. It is certain that during the 

recent revival in trade, if there had been no controlling 

authotity there would indeed have been great activity in 

the motor carrier transportation industry and the taot that 

the number of certificates issued to operators has remained 

fairly stable is 1n itself strong evidence of the elimination 

or competition. 

At the present time the Administration has still to con­

tend with the competition of the &even-seater taxis and of 

animal-drawn transport. The Administration,with the con­

ourrence ot the Transportation Board, is pressing strongly 

for wider powers of control over both these forms of compe­

titi..-a transport. 
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RAn..n.Y MANJ.Gl!l4ENT &. RAIL WAY RA'l'ES IN SOU'?H A.FRI CA. 

In South Africa with its l.ong distances, sparse popula­

tion and bad roads it is obvious that the cam.petition or 

road motor ~ran.sport could not have seriousl.y atteoted the 

Railways and that any ef'fect it might have had was due to 

a rates structure, which bore little relation •en to the 

acceptetd prinoipl.es of public util.ity charging. There is 

abundant avidenae that the tundamental. reason for introducing 

the rest.riative legislation was, in f'act, to protect the­

rating policy of the s.A..R. 

~e Departmental .Kail way ·rariffa J.nquiry Cammi ttee, 1930, 

wrota: 

"Ie thus arrive at the conclusion that, if road motor 

oompatit.ion is allowed tree rein, it can decide the main 

feature of the rates policy of the S.A.R. and, what is much 

worse, can f'oroe the Administration to carry out a rates 

policy which is directly contrary to the general interests 

or South Af'.rica, and also oont,rary to the injunoti.ons of 

Section la? of the S.A. Act. We attach great importance 

to this point and would direct special attention to it as 

it appears to constitute a very strong argument in f'avour 

of the proposed legislation." 1 • 

In int~oducing the bill to provide tor the control of 

road motor transport, the Minist,er of Rail•ys advanced 

three reasons for the desirability of control, one of which 

was:- "Our whole rate ayatem ia built upon a basi.s that 

highly-paying traffic must pay a high rate and low-paying 

t,raffic, like agricultural produce and ba.se metals, should 

pay/ •• 

l. p. lo para. Bl. 



pay a low rate.~ 1 • i.e. the reason was to protect a 

partiouJ.ar rat.es struoture. 

45. 

It thus becomes necessary to examine the management and 

rating policy or the s.A.R. at that period (about 1928-1930). 

In an article entitled •Railway Rates and Bead Competition 

in South Mrioa", the author bluntly sta'ted, "Moreover, 

Parliamentary control has distorted rate policy and reduced 

operating et:ticiency to such an extent that the railways 

lack the capcity of privately run enterprise to meet the com­

petition that has arisen. 'rhe traffic has changed in nature 

and direotio.n, and the changes in the degree of discrimina­

tion in rates between different classes or goods and dit­

~erent lengths of journey have not met the new conditions. 

Oompe~ition has increased, and at the same time the railway's 

capacity to withstand it has been reduced by political 

policies which have con'tribUted nothing tc efficiency or 

operation." 2• 

When one wishes to investigate railway management in 

this country, one turns naturally to Professor Frankel's 

book, 'The Railway Policy of South Africa since Union'. 

'The tollowing information is taken mainly from this work. 3 • 

When the provisions relating to the S.A.R. in the South 

A:rrica Act were drawn up, it seems fairly certain that the 

framers ot the A.ct intended to devise a form ot managerial 

control., similar to that which had so successfully operated 

in the case of the Central South African Railways, which 

would avoid the possibility of political interference in 

what was to be essentially a business undertaking. 

Prom the outset, however, the Railways and Harbours 

Board, which was to exercise 'subject to the authority of 
the/ .. 

1. Hon. C. W. Malan col. 3671 House or Assembly Debates,1930. 

2. Bound T-able No. 77, 1929, p. 185. 
3 • It must be noted that I am not here oonaerned if conditions 

have changed for the better or worse at the present day; I 
am coneerned wi~h conditions relevant to that period 1928 -
1930. 
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~e Governor-General.-in-Oouncil, the control and manage-

ment of the railways, ports and harbours of the Union', 

was regarded as a purely adYisory body to the Minister o~ 

Bailways. All real power was withdrawn from the Board and 

this apparently wilful miainterpretation of the South Africa 

Act was given legal effect in the Amendment Act of 1916. 

This Aot stated that 'the working and management of the 

Railways and Harbours shall, subjeot to the control or the 

Minister, be carried out by the General Manager, who shall 

be governed by such regulations as the Minister ma.y from 

time to time frame after consultation with the Board.' Thus 

the railways, from the very beginning, were subject to that 

political interference and pressure, which has always been 

the strongest argument against state intervention. 

Section 1.27 of the S .A. Act l.aid down that, "'fhe 

railways, ·ports and harbours of the Union shall be admini­

stered on business principles due regard being had to agri­

cultural and industrial devel.opment within the Union .... ". 

'l'he whole tone of the releTant clauses is such as to leave 

little doubt that the amphasis was placed on 'business 

prinoiple,a' . Note, for instance, the safeguards proTidad 

against the building of branch lines so as to .win political 

favour. The Board was charged with the investigation or 

every proposal for the construction of any new line and if 

Parliament should over-rule the negative decision of the 

Board, then the annual loss on the line as estimated by the 

Board was to be met from the Consolidated Revenue Fund. By 

Section 151. of the Act, it the Board is required by Parliament 

'to proYide any senices or facilities either gratuitously or 

at a rate of charge which is insufficient to meet the costs 

involved in the provision of such services .... the loss 

incurred shall be paid out of the Consolidated Revenue Fun·a: 

to the Railways and Harbours Fund'. 

This Act also prescribed the general lines of the rating 

policy/ .. 
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:polic-y to be :pursued - 'So tar as may be the total earnings 

shall not be more than are sutti~ient to meet the necessary 

outlays for working, ma:irtenance, betterment, depreciation 

and the :payment of interest due on oa:pital, not being capi­

tal contributed out of railway and harbour revenue'. 

How far have sucoe·ssive Union Governments fulfilled the 

s:pirit, if they have the letter, of these :provisions? 

The figure of £86,55R,960 adopted as the amount of 

capital, on which interest was to be :paid to the general 

revenue, was purely an arbi-trary one and represents - accord­

ing to the late Prof. Lehfeldt - an overstatement of a:p:pro­

::d.mately £13 millions. This means that an excess :payment 

of nearly £45Q,OOO :p.a. has been ma.de to general revenue. 

(Changes in the :purchasing :power of money are a:p:parently 

neglected.) 

Owing to the fact that no definite scale of deprecia­

tion was decided u:pon, the Renewals Fund has been used for 

:purposes other than for those for which it was constituted. 

DJ.ring the years 1912 - l~a?, the total gro-ss e:x::penditure 

on new rolling stock met by a charge against the Renewals 

Fund amounted to £14,507,343 as compared with £1,670,227 value 

of rolling stock actually withdrawn from service. "Under this 

system the railways continued to :pay depreciation on rolling 

stock that };lad already :paid for itself." 1 • The unneces­

sarily high and illegitimate co~tributions made to this 

fUnd have :placed a burden on the :present users of the rail­

ways conservatively estimated by Frankel at between half 

and three-quarters of a million :pounds per ann\llll. 

The use of monies from the Renewals Fund a:p:pears to 

have been chiefly due to the difficulties of the General 

Manager in obtaining even the most essential aa:pital fUnda 

for new rolling stocks. The failure to :provide for such 

vital/ .. 

1 • The Railway Policy of South Africa, Ch.II, :p.92 :para. 58. 
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vital capital. expenditure maintained operating cos~s at 

a relatively high level and thereby curtailed the develop­

ment of traffic. 

Prof. Frankel writes, "The Union Government has aggra­

vated the curtailment of necessary capital expenditure by 

influencing in an inexcusable degree the direction in 

which the capital expenditure tor railway purposes we.re to 

" 1. be spent . ~his is the notorious problem of political 

intervention in the construction of branch lines. 

After an exhaustive examination of the working results 

of such branch lines, Frankel concluded: "One is forced to 

the conclusion that either the methods of estimation used 

by the Board are grossly and inexcusably inefficient, or 

that the estimates are deliberately so framed as to make 

it possible for the Board to sanction the building or lines 

at the eJgiense of the Railways, the construction of which 

it would otherwise have to oppose strongly in accordance 

with the provisions of the S.A. Act, and which could then 

only be construc~ed at the expense of the Consolidated 

Revenue 1'\md." 2 • Railways have, in fact, been built 

in areas suffering from periodic drought and with declining 

populations. 

"In 19a6 out of 70 branch lines, only 10 showed a net 

profit, 32 paid working expenses but were unable to meet 

:f'ull interest payments, while 28 showed earnings which were 

not even able to cover working expenses. The total losses 

on these lines, after the payment of interest, amounted to 

f526,596." 3 • An excellent illustration is the Touws 

River-Ladismith lina ... it was opened in November, l.925, & 

line of 88 miles; the Board's estimate of revenue tor the 

1. Synopsis of Oonclttsions, p.14 Conclusion No. 31.. 

2. p.15, Conclusion No. 36. 
3 • Ob.. II, p. 120, para. 83. 

first/ .. 
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first. year of working was £25, 088 while the actual. revenua 

in 1926 was £6.,056; The Board's estimated SU-rplus of revenua 

over gross working axpenditure (including int.erest charges} for 

the first year of mrld.ng was m, 984 while the aetue:l short­

:fall of revenue was £.7 ,095. I.. 

It :mu..st not be overlooked that apart :f'rom. the direct 

loss on branch line construction, there was the even more 

serious indirect loss :from the curtailment of necessary 

capital expenditure in other directions. 

The oo-called civilised labour policy placed a burden 

on the railways o:f at least £300,000 p.a. and probably very 

much more. This extra labour cost should have been borne 

by the general revenue. Other examples of gratuitous ser­

v:lats for which the cost should have, but had not, been paid 

over t.o the Railways and Harbours li\md are the conveyance 

o:f drought-stricken animals {£.150,000 p.a.}, :free passes 

to members o:f Parliament and the granting o:f annual• half'­

priee concession :fares to over 26,000 civil servants and 

their families. Without questioning the merits of these 

services, legally the cost should not have bean a charge 

on the rail way us:ars. 

Prof. Frankel has estimated the total direot burden at 

£2,200,000 p.a. This burden does not, of course, :fall on 

all the traffic but only on the high-rated traffic and re­

lief from these bu.rdens would have enabled a reduction to 

have been made of 22,f on the tariffs o:f goods classed in 

the high-rate schedules. It is hardly necessary to point 

out that this in turn would lead to an extension of demand 

making possible further decreases in the rates. 

The General Manager himself admitted that improvements 

1n the tre.nsi t and handling of goods traffic had reoaptur'ed 

some of the traffic lost to the road. I:f at the same time 

a reduction of over~ had been etfeoted on the higher-rated 

~ra:ftic through the strict enforeement o:f the law, the Railway 

Administration/ .. 

1. Synopsis o:f Conclusions p.14 Conclusion No. 31.. 
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Administration would :most like1y have been able to meet the 

competition ot road motor transport without the need of legis­

lative aid. According to the General Manager in his report 

tor 193S, the average cost of roa.d transport for long-distance 

'traffic is at least t'our times as high as :railway transport 

and this brings out c1ea.rly that road transport is not more 

aoonomical than rail t.ransport. lie stated that the real fact 

at issue was that the effects of road competition would be 

that 'the railway tariff policy of the country would be dis­

rupted with disaatrous etteots on the farming, .manufacturing 

e.nd mining induatries of the country' . 1 • 

But if the rates had been reduced by 20% on the traffic 

for which there was competition, through the administration 

of the railways on strictly 'business principles', competition 

ot the road motor would hardl.y have bean diarupti ve of the 

established rating system. This factor will be taken up again 

below. 

The real value of a road motor carrier industry deve­

loping in competition with an already existing railway 

system is that it goes far to solve the very difficult pro­

blem of railway rating. Any text-book tells us that the 

method of charging in railway transportation is neeessarily 

a differential one, or in other words that the railways are 

a striking example of a discrim.inating monopolia:tio enterprise. 

The function of State ownership of the railways is to prevent 

the aouse of :mono:Qalistic power that would be available to a 

private company. On almost every rail•ay system in the world 

the State has found it neceasary to i.mpoae some limitation 

on private operation in or4er to aafegu.ard the railway users 

f'rom monopolistic exploitation. In South Africa, on the other 

hand, the efteot of State intervention has been to make the 

railway tarirt an instrum~nt not only of 'simple' differential 

charging but for giving a concealed subsidy to one particular 

industry/ .. 

1. 
P• as. 



industry. 

Prof. Frankel puts the facts squarely, 

"Certain classes of traffic are charged as much as 

the railways can possibly extort, regardless of whether 
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the resulting rates res'trict traffic which would be offering 

were the rate reasonable; at tim.as the Railway Administration 

appears actually to aim at restricting various kinds of traf­

fiet; other large tratfic are oharged,at rates disproportio:Jll­

ately below that which, in accordance with their nature and 

value, and the cost involved in transporting them, they should 

be required to bear. 

"While the Administration apparently aims at stimulating 

South At'rican exports, and grants a bount.y on agricultural 

exports, its policy with regard to the greatest export indus­

"try of the country - the gold mining industry - is the oppo­

site; and the Adm.inis1aation has for years aeen fit to restrict 

the activities of this\vital industry by glaring discrimination 

in the rat.es on the stores oonsumed by it." 1. 

It is easy then to understand, in view of the above, 

that the State did not look with favour on the motor iorry 

as the solution of the problem of monopoly charging on its 

railways. 

Brief history or railway rates in South Afrioa:-

Prior to Union the coastal colonies of Cape Province 

and Natal did their best to exploit the :position of the in­

land territories to the "li.most. A turther factor 1n the 

system of charging at that period was that trucks going up 

fully loaded to the Free State and the Transvaal, returned 

practically ampty "to the coast. Thus the goods to the gold 

and diamond mines had to bear a rate which would cover the 

costs of working involved in both direct ions. Natal and the 

Cape Province used their raiiways in conjunction with customs 

duties/ .. 

1 • p. 36 Conclusion No. 105. 
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duties to fill their treasuries. It has been stated above 

that by the South Africa Act the railways were not intended 

to make a profit, but many of the :features of pre-Union 

rating policy still remain. For instance, even today an 

at'tcempt is made to arrange tor an 'equitable' divisimo.f 

the traffic between the various S.A. ports and Delagoa Bay. 

"If one sought the key-note of railway rate policy in 

the four territories which now comprise the Union, it 

would probably be found in the idea of :fixing rates for 

development purposes rather than with the object of perform-

ing the greatest possible immediate service to the aommu.nity." 1 • 

The system of preferential rates on S.A. produce and 

manufactures originated in pre-Union days when these rates 

were used to capture the Transvaal market. The system was 

condemned as far back as 1898 by a Cape Select Committee 

and by the Inter-Colonial Railway Conference at Pieterm.aritz­

burg in 1906. In 1911 at Union, the General Manager of the 

S.A.R. said, "The principle of preferential rates for S.A. 

articles is one which should, in my opinion, be entirely 

abolished". The policy was however continued and even 

extended during the War and the slump of 1921. 

A preferential rate was defined by the General Manager 

of the Natal Government Railways as follows:-

"Where there are two articles of the same description -

one imported, the other l.ocally produaed - travelling in the 

same direction, and the local article is conveyed at a lower 

rate.than the imported article, the rate on the local article 

is a 'preferential' one." z.. 
The Report of the Tariffs Inquiry Committee also con­

demned this Sf~em. "'.fhis principle has been condemned whole­

heartedfy by practicallya1rery authority for the past 20 years. 

and we are not aware of any serious defence of preferential 

rates ever having been advanced." 2. 
The/ .. 

l.. Bound Table No. 77 or 1929 "Bailey Bates&. Boad Competi­
tion~ p.18'7. 

2 • ouoted from the Deut.Rlv.Tariffs Inauirv CommittAA n_ ~11 



The Report objected to the system on the grounds (a) 

that there is a danger of fraudulent declaration and (b) 

the inequality and ineffectiveness of such protection to 

local products. It cannot, the Report says, be effective 

for the inland S .A. product exported to the coastal towns 

and thus favours the coastal manufacturer at the expense 

53. 

of the inland manut"acturer. The fundamental objec.tion to 

preferential rates is, however, firstly that, even under the 

'value of service principle' of railway charging, the value 

ot serviae performed mu.st be exactly similar for the trans­

portation of exactly similar aticles; and secondly, that any 

protection deemed necessary should be applied through pro­

tec·tive duties and not through railway rates. It involves 

high prices for overseas products to the consumer and the 

other traffic has to bear the higher rat&i consequent on 

this concealed subsidy to the S.A. article. 

The Adm.in. has abolished preferential rates on 170 

articles since 1910 but there are still at present 70 arti­

cles, including sugar, grain, tea and tobacco, to which such 

rates apply. 

The first assimilated tariff-rate schedule of 1911 had 

15 classes and the monopolistic power of the railways was used 

to put into practice an extensive system of subsidy and bounty, 

the so-called development policy. Very big reductions were 

made on agricultural productions and requirements, certain 

industrial materials and export trat'fic. By 1916 the aggre­

gate reductions since Union were estimated at fJ.,5OO,00O p.a. 

•Distribution rates" were introduced by the Central 

S.A.R. into the two inland colonies in 1909. Goods for­

warded from inland centres were charged at a rate equal 

only to the difference between the rates from the port to 

the forwarding and the destination stations. This gave the 

short-haul inland traffic the full benefit of the 'taper' 

in long-dlstance rates. This sys~em was applied throughout 

the Union 1n order to develop trade and industry at inland 
centres/ .. 
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eentrea. 

"The 1.911 classification and subsequent amenclmenta 

deliberately extended the application or rates per mile, 

dindnishing, as the length of the haul increased, much more 

steeply than could be jasfiitied by the reduction in the cost 

0;t carriage.• 1. 

In 1920 a completely revised :rates classification re-

duc&d to nin• (now ~en) classes and arranged scales of 

rates and rares in zones. With the tall in prices after 

1920, reduotions in rates were confined to the low-rated 

agricultural and mineral traffic, and were spread over the 

longer distance rates. 

"The general affect ot the War increases and the post­

\far reductions was to widen still further the discrimination 

between high-rated goods and agricultural and certain mineral 

"traffic, and to subsidise stil.l more highly the long-distance 

traffic at the expense at the short-haul and high-rated con-

signm.ent.a." 2• The two outstanding features of the ra~ea 

struoture today are atill this wide disparity and excessive 

tapering. 

The Tariffs Inquiry Committee found that the distribu­

tion rate.a were necaaaary because port rataa 'taper' as 

distanc.e • 1noreaaes and with.out such distribution rates the 

tendency would be tor the distributing business now carried 

on by merchants in the interior towns to be diverted to the 

coastal towns. {One finds thts attempt to counter-balanae 

one subsidy by the grant of' another again and again in the 

,4.dIJ;!~' s rate policy.) SUch rates apply to tra~tic clasai-

tiad at 'fart:f'f'"a 1, a, 3 and 4 and are so oaloulated 'as to 

secure, as :f'ar as possible, equality of opportunity between 

coastal and inland merchants in direct route tram the nearest 

port to final cleatination. ,, 3. This/ •. 

l. Bound Table No. 77JJ'f). 188, 189 
2. Bound Table p. 190. 
3. Dept. Tariff's Inquiry Committee p. 24.. SUch a system 

directly conflicts with the law of .Market Areas. 
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This discrimination to overcome the disadvantages of 
I 

' geographical situation, lke the system of preferential 
I\ 

rates, could only be maintained so long as the Administra-

tion exercised a comple"te monopoly. Such discrimination ia 

also, of course, at the expense of the consumer. 

The Committee differentiated a type of tariff, which 

is in fact a preferential tariff. Special rates are levied 

an e.ertain S.A. manufactures and produetions to enable the 

S.A. manufacturers to compete with the imported article at 

points where the distance from the nearest port is less 

than from the S.A. factory. 

The principle is that if the distance from the S.A. 

t'actory to the destination is less than the distanc,e from 

the nearest por~, the S.A. product pays the ordinary tariff 

rates. If' the distance is greater, then the ra"te app1icable 

to the imported article from the nearest port applies as 

a maxim.um. on the S.A.. article. In certain cases minimum 

rates are prescribed, otherwise for port towns the railage 

on s .A. pro duets would be nil. 

The Committee did not regard this as a preferential 

rate and thus not open to the same objections. It did, 

however, point out oertain undesirable features in the aJ;>pli­

oation o,f these ra"tes, as for instano:e the fact that it is 

applied as between one S.A. factory and another. Further­

more, it was of the opinion that when it is established 

that coID.];)etition by the imported article with the S.A. pro­

duat is no longer serious, the rate should be withdrawn. 

In view of these two objections, which the Committee 

itself made, it seems astonishing that it could arrive at 

the conclusion that this special ra"te was distinct from a 

preferential ~ate. The fact that discrimination is exer­

o,ised as between one factory and another and that it is 

used to equalise the competitive price of the imported 

article/ .. 



article, reveals clearly the protective or preferential 

basis of the rate. This special rate affords protection 
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to the inlani mnufactu.rer and the preferential. rate to the 

coastal_ma.nufacturer; and both represent an abuse of the 

railway tariff as a method for granting a protective duty, 

which, whatever may be the merits or demerits of protection, 

should be applied openly through the Board of Trade and In­

dustry. 

Another system of special rates to and from factories 

applies to certain raw material.s for manufacturing purposes. 

These rates are intended to aid the industrial and agricul­

tural development of inland towns. The Committee stated that 

in general it agreed with commeroial. interests in opposing 

discrimination in rates on certain articles according to the 

purpose for which such articles were to be used. The differ-

ential rates on coal according to the purpose to which it is 

to be put is indeed one of the worst features of the S.A.R. 

tariff policy. The Committee itself admitted that es:peciall.y 

favourable rates are accorded to articles if they are to be 

us,ed for agricultural :purpos·es, particularly in irrigation. 

Reference has already been made to the characteristic 

development rates. Such a rate is a specially low rate 

created to build up the traffic of the particular article 

to which it is accorded. Such development rates have been 

applied extensively to agricultural products - a very good 

example is the export rate on maize. 

In 1907 a flat rate of 10/- per 2,000 lb. of maize was 

introduced with the intention of developing an export trade 

in maize and providing traffic for a large number of empty 

trucks returning to the coast. At that period the import 

traffic was much greater than the export traffic. The 

result has been an enormous increase in the production of 

maize and today the railways are hauling empty trucks from 

the coast. In clul.y, 1924, the rate for maize in bags was 

increased to 15/- per ton, but the rate for maize in bulk 

remained/ .. 



remained at 10/- a ton. The view of the Tariffs Inquiry 

Comm.it tee was, 

"It is, in our view, of particularly vital importance 

that nothing should be done to discourage the development 

of this important trade. The maize farm.er in S.A. is sub­

ject to special vicissitudes in the matter of drought and 

pests. He cannot rely on securing good crops oftener than 

once in several years." 1 .. 

The Committee did, however, advocate some increase in 

the rate onoe the position of the maize farmer and market 

prices had improved. It is obvious that this rate is com­

pletely unjustified. In so far as the 10/- per ton covered 

the additional costs involved in the handling of the maize, 

this rate was an economic one so long as the maize merely 

filled otherwise empty trucks returning to the coast. It 

is simply an instance where the principle of joint costs 

applies in railway rating. Once, however, empty trucks 

had to be drawn f!:2!! the coast, the rate became completely 

uneconomic as the 10/- per ton would not nearly cover the 

total cost of transportation in both direotionsi.e. both 

prime and supplementary costs. Moreover the increase in 

this traffic has been so great that the Adm.in. has been 

forced to maintain a much larger supply of rolling stock 

in order to avoid bringing other business, suoh as coal, 

to a standstill during the peak export period. 

In regard to the rate on eX110rt fruit, the Committee 

stated, 'with i;are exeeptions, the mos1. unluorative tariff 

in the S.A.R. is the rate on export fruit'. 2 • It involved 

the provision of special trucks and expeditious transport. 

The/ .• 

1 • p.43 - In view of all his difficulties, surely it would 
be far more kindness to help the maize farmer to find 
other occupations. 

2• p. 44 para. 303. 
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1'he Committee recommended that the railway rate for this 

traffic from Northern and Eastern Transvaal to Capetown 

should be raised by 10/- to 27/6 per 2,000 lb., with 

relative increases for distances below or above 1,1.00 miles. 

Prof'. Pigou pointed out in regard to development rates, 

"It is· not a social gain if a railway company, by temporary 

iow prices, 'develops the traffic' from one district at 

the expense of' destroying the traffic from another equally 

well-situated distriot", i.e. the temporary low prices 

must lead to the development of a!!.!:!. demand and not merely 

a substitute for some other demand which is at the same 

time destroyed. 1 • 

The argument for development rates is precisely the 

same argument used for the protection of infant industry, 

and like these infants they rarely grow up. The real test 

of a development rate is whether, once the traffic has 

been built upt the specially low rate can be raised to 

the normal level without destroying the traffic. It is 

sate to say that in no oase here in S.A. could the rate 

be so increased. 

From the above it seems that every particular type 

or system of' rate in the tariff' policy of the S.A.R. has 

many defeets. • But a more important criticism can be made 

in general of the whole rating system. ~he fundamental 

fault has been to use the tariff' as a means of' direcrting 

the productive resouroes of' the country into particular 

spheres and this has resulted in the diversion of' limited 

labour and capital from the more productive to the less 

productive occupations. It is protection through the 

railway tariff' instead of through the customs duty and 

all the well-known arguments against protection apply with 

equal/ .• 

1 • Pigou: "Economics of Welfare" Part II, Ch.XVI p.271 
( 4th ed. } 
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equal. :force. What is more, the aim.a pursued by the Govern­

ment through the Railway ~re in large measure incom­

patible. It has already been :pointed out that the tari:r:r 

policy aeems to be a sys"tem of count.er-balancing advan"tagea 

and disadvantages. 

It a:p:pears at times that it has been the deliberate 

aim of the Adm.in. to raise the costs of stores required 
/-------

by the gold-mining industry. Frankel has shown that 651, 

of the ordinary industrial requirements o:f the gold-mining 

industry in 192.6 were oharged at the thre-e highest rates 

of the Ba.ilway Tari:ff and 37.8% at the two higher rates. 

Many of these articles were of relatively low value, and 

on the other hand many articles of relatively high value 

or- S.A. manu:facture or origin, o:f S.A. products for export 

and of agricultural produce were (and are) classed in the 

lower rate groups. 

The great increase in low-rated traffic, that has 

followed on the introduction of the development rates, 

has, in :raet, addad conside.rably to the costs o:f working. 

It has involved the provision of special handling facilities, 

expensive and special.ised rolling stock and heavier track. 

Even the Committee made the rather grudging admission, "We 

feel, however, that at this stage of its development, the 

Hallway Administration has now gone to the limit in the 

matter of granting low rates on low grade traffic and that 

the time has arrived, when, i:t the financial position of 

the Administration makes it :possible to make turthe.r re­

ductions in railway tariff's, relief' should be granted in 

the higher a:lass rates.• l.. .. 

This survey shows just how vu.lnerable the financial 

position of the S.A.R. was 1n 1gag both to trade depression 

and to the canpeti tion of road motor 'transport. This system 

or/ .. 

1. p. 46. 
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of: intrica'te differential charging could rest only on a 

basis of aomplet.e monopoly, and once th.is basis was threa­

tane4, the instability of the tinanoial condition us 

clearly revealed. The an:rlet.y of the Administration to 

secure protection trom competition or animal-drawn trans­

port is evidence that nen today 'the margin of prot"itable 

t.rai't"ic at the highest rates is so small, as to make its 

position somewhat precarious. 

The elimination or competition and the prosperity ot 

the Union in recent years have made possibla the resounding 

Bailway Budgets of Mr. Pirow, but when this wave ot pros­

perity aaDating from the gold mines subsides, the warning 

of Pro:f'. Frankel, made in 1925, will beoom.& ettective again:-

"'?he present rates policy not onl.y raises the cost of 

transport or the large traffic now being discriminated 

against, but leads to a olUIUlative increase in the rates 

on all traffic, and will result ultimately in the railways 

baooming a burden on the 'taxpayers of the Union. In the 

m.eantime the clevelopment ot the int.erior provinces is 

re-strict.eel." 1 • 

1 • "Bail-.y Pol.icy of South Urica since Union", p. 40 
Conclusion No. 114. 



OH.AP.fllR IV. 

THEORY OF RAILWAY RA.TES. 

In the previous chaptar the various types of rates 

charged. by tlle .ldminia11.ration haYe been shown to be 

date1cctive; in this ohapt,er the theory on which the Admi-
i. 

niatration has basad theae tariffs will be consi4ere4. 

'fhe princip1•• o,f railway rating were disuu.ssed in the 

tirat part of the Report or the Departmenta1 Railway 

'fari:f':ts Inquiry Committee. '!he argument follows the usual 

l.ines of the 'val.Ue of aanioe' prinoiple aa enunciated 

by Acworth and Snphenson in •namenus of Railway Econo­

mics.• 

"Bailwa.y tarif':f's on every railway of any importanoe 

are dominaiutd by three fundamental tact.s, viz:-

{a) '?hat certain classes ot traffic can only a:f'ford to pay 

rai1-way rat.es m:uoh lower than the average cost per ton 

mile of conveyance by rail. 

(b) '?hat some classes of traffic can afford to pay rail•y 

rat.es considerably high&r than the aTerage cost per ton 

m.ila of oonveyanoe by rail. 

{ol !'or reasons which will ben:antioned later, it is prof'it­

ab1e busine.ss tor a railway ~ convey additional trattio 

at rat.es considerably below the average tota1 cost :per ton 

mile, rather than lose such traffic by demanding higher 

rates than the traffic ce.n at:tord to pay.,.. a. 
The/ ... 

l. In this chapter I shall. ignore the tact that the 
system of dif'f'erent ial charging has been complicated. 
by poli~ical interference. 

a. Dap.'t. RJ.y. Tariffs Inquiry Oommiti.ee, 1930 {U.G. 56 - 1 29} 
P• 3 para. 7. 



The first two factors mentioned by the Committee merely 

state the obvious truth that when an enterprise has obtained 

the monopoly of the supply of any particular service, that 

enterprise oan obtain larger monopoly profits by charging 

difte.ren:tiie.l prices than by levying a single monopoly pr ice. 

The power to discriminate in the rates charged on dif:t"erent 

articles produces a demand for transport that would other­

wise not appear. Certain faots in the ·provision of trans­

portation by a railway enable discrimination to be practisad 

sucoesstully. The units of servioe are entirely non-trans.­

ferable, i.e. 'a railway's ofter to charge one prnce for 

a ton_ mile of transport service to copper merchant.a and 

a lo-wer price to coal :mar·chanta cannot lead to any middle­

man device, because it is physically impossible to convert 

copper into coal tor the purpose of transport and afterwards 

to reconvert it' . 1 • 

Secondly, units of' demand are not easily transferred 

from one market to another, when the commodity concerned 

is something ready for final consum.ption, and when markets, 

between w4.1ch the discrimination is uo be practised, are 

distinguished according to the wealth or the purchasers (or 

value of the oommodi'by). Provision of cheaper transport t.o 

coal merchants does not lead oopper merohants to beoome 

ooal merchants though it may lead merohant s to move over 

into a favoured locality. 1 • 

The very wide dirferentiation in rates on oommodities 

of high and or low value is possible because as the Dept. 
~-

Commit"tae itself" put it, "I.ow grade traffic is ext.remely 

sensitive or responsive to increases or decreases in railway 

t.ariffs, whereas high-grade traff'ic, such as clothing, boots 

and druggists' sundries, is not appreciably affected by 

" 2. railway ratea. i.e. demand f'or transport by traffic 

or/ .• 

1 • "Economics of' \fe-lt"are", Part II, Ch. l. 7, pp. 276-277. 

2. p.3 para. 9. 



of low value is highly elastic, the demand for transport 

by traffic of high value is inelastic. 

This generalisation of Pigou, that discriminating 

monopoly yields a greater profit to the monopolist than 

simple monopoly, is the real reason for the validity of 

the third taot 1 (ol, given by the Committee. 1 • 

64. 

The Committee, however, advances the argument of the -
operation ot 'joint supply' in the service of transporta-

tion. I.t stated:- "The explanation lies in the fact that 

the out-at-pocket expense which a railway incurs in carry­

ing additional tra.ttic is very mu.oh less than the total 

average cost of conveyance per ton mile including interest 

and all ti:x::ed overhead charges; (because) an e:x::tremely 

large proportion of the total costs of a railway are 'fixedt 

and does not vary to any appreciable extent with ordinary 

f1uatuations in the volume of traf'f'io handled over the 

railway." 

I.:t, in tact, transport services are jointly supplied, 

then the differential rates of the Administration might 

well be determined by simple competition rather then dis­

c-riminating monopoly of the third degree. Equilibrium. 

theory explains that, if two or more commodities are 

jointly su..pplied, i.e. one of them cannot be produced 

without facilitating the production of the other, the 

prioes evolved by simple competition ares:, aq1usted to demand 

that the whole outpit of the commodities 1a carried off the 

market. 

Taussig, amongst many other writers on railway econo­

mics, considered that joint supply did ple.y a dominant part 

in/ •. 

1-. "..... it is profitable bU.siness for a railway to convey 
additional traffic at rates considerably below the ave­
rage total cost per ton mile•···••" 

2. p. 3 para. Q. 'fhis is the argument of 'join't supply' or 
'joint. products' , though it is not clear whether t.he C:Om­
mi t'tee intended it. to be. 
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in t.he determination of' railway rates. Pigou makes a very 

careful examination of this ola.im and concludes that it ia 

not justif'ied and that Tauss:ig' s argument rests on a mis­

interpretation of' the nature of 'joint supply'. 

According to Taussig, whenever a very large fixed 

plant is used for varied purposes, the influence of joint 

costs (or joint supply) exex-1.s itself. He states that the 

capital sunk in a railway ~seems equally to aid 1n carrying 

on every item. of' traf:f"ic • • • • • Not only the :t'imd capital 

of' a railway, but a very large, in fact the largest part, 

of the operating expenses, represents outlay, not separate 

for each it.am of traffic, but common to the whole of' it or 

greater groups of it." 1 • J'oint supply, in Taussig' s view, 

operates where a large mass of supplementary costs exist 

together with the fact that the plant is used for varied 

purposas. While he admits that joint supply cannot appear 

where the plant is used to produce a single, homogeneous 

commodity, he believe that in regard to the conditions of 

demand the transport of tons of different things and the 

transport of the same thing for different purposes from 

one place to another are diff'erent, non-homogeneous ser­

vices. 

Pigou does not agree with Taussig 1n this interpreta­

tion. "The conjunction of large, common supplementary 

costs with separation between the markets to which their 

yield is su~plied does not make railway services joint 

products in this - the only signif'icant - sense (i.e. in 

such wise that simple competition might be expected to 

evolve a system of divergent prices). In order to be 

joint products each additional unit of investment, apart 

from/ .• 

1 • Q.uoted by Figou '.Economics of Welfare' ,Part II., Ch.XVIII, 
p. 2.97. 



from alternate use to facilitate the supply to either 

market, oa.nnot be used to t'acil.i tate the supply to one 

market wi tho at faeili tating the supply to the other. 

66. 

If merely used alternatively to faeil.itate the supply 

to either market, with a number of competing sellers sup­

plying transportation to seYeral markets with different 

demand sehedulea - it the price in one of these markets is 

higher than in another, each individual seller will transfer 

his offer ot service :rrom the l.ower-prioed market to the 

higher-priced market, and the process will tend to uni­

:tormity of price in all the markets. This result, under 

simple oo:mpetition, holds good whether supplementary 

are large relatively to prime costs or not." 1. 

It seems clear, thEl),,that in relation to competitive 

conditions the service of transporting goods or persons 

mu.at be considered aa a single service. An except ion must 

however be made in the case at return Loads. Return. l.oads 

are supplied jointly with 'destination' loads, sinae any 

additional expenditure that is incurred in the movement of 

trucks must facilitate the supply or trucks in both direc­

t ions, 1. e. must necessarily increase the number of move­

ment• o:r truoks from A to Band f'rpm B to A. This is, 

as Pigou points out, true jointness and,undar competition, 

the direction for which the demand tor transport is higher 

would be charged at the higher rate than the return direc­

tion for which demand is lower. An instance has been given 

above of the maize traffic in i~s early stages. 

'!he oonol.usion of Pigou is tha•, "'lhis element o~ 

jointness is, howeYar, of oomparatively small im.J?ortance. 

Co.ntrary / .. 

1 • p. 2.98. '!'his seems in faet to be the case with the 
raad motor carriers, who ottered their services 1n the 
higher-priced markets. 
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Contrary to the general opinion of writers on railway eco­

nomies, the services supplied by railway oompanias are, in 

the maini not jointly supplied. Hence the conclusion 

emerges that, subjeot to the reservations set out in 

para~ph 2 {given below}, simple competition would, in 

general, evolve a sys"tem of equal t.on-mileage rates for 

all commodi.t.ies, whatever their character, and whether they 

are to be consumed at B or to be sent from B for some fur­

th er part. a.f a ' long haul' " 1. 

The theory of railway rating of the S.A.R. is, then, 

one of discriminating monopoly. 'rhe principle by which 

railway tariffs would be fixed under competition is known 

as the 'cos.t of service' principle and is treated in 

detail by Pigou. 

hcap;,in so far as transport services sold to one set 

of purchas.ers are 'supplied jointly' with those sold to 

another set, simple competition would tend to bring about 

a system of uniform rates per ton-mile for similar services. 

l'or these services the level of the uniform rate would be 

such that the demand price and the supply price would 

coinoide.i.e. in the long run it would approximate to the 

cost of production of the service. This rate would be 

established purely for the service of transportation, 

extra services such as packing, carriage, special handling, 

etc. would be ohe.r~d for additional.ly. 

Pigou statces that the oircu.m.stances and position of 

the railway would in part determine the actual l.evel of 

tlis uniform mileage rate. For instance a high (relatively) 

rate would be appropriate for a l.ine through mountainous 

country and where: the traffic is irregular - the supply 

prices of al.l quantities of transportation would be 

specially high. Similarly where the demand sohedule is 

specially low (and conditions o,f decreasing supply price 

prevail)/ .. 

1 • p. 301. 



pre.vail}, as in sparsely populated regions, a high rate 

is appropriate. 1 • 

Under simple competition there would be departures 

.from this uniform mileage rate in so far as buyers of 

68. 

a ton-mile of transport require other incidental services 

involving cost. Generally it is more costly to carry small 

consignments rather than large as small consignments in­

volve such e:x::penses as separate collection and delivery, 

separate handling, accounting at terminals and 'bad' load­

ing. Such elements in the cost of handling as bulk, fra­

gility, pe:rishability, explosiveness; speed and regularity 

of service required; provision of special equipment are 

conditions which would also properly lead to variations 

in the u.nifom rate. 

The principle of 'tapering' may poss:ibly be justified 

by the fact that a journey which is part of a longer journey 

is less costly than the same journey as an isolated whole. 

This, states Acworth, is baas.use long journeys get mora 

mileage out of engines, wagons, train-staff, etc. than a 

number of short hauls with waits between; engines and 

wagons are better loaded and the line is more continuously 

utilised; expenses at terminals are reduced. 

Pigou tu.rther notes the exception from a uniform rate 

of a similar service supplied at different times. Ke 

illustrates from the supply of electricity how the equip­

ment cost is twice as much per unit to allow for 'peak' 

periods than it would be if a normal senice was supplied. 2• 

In order to carry peak loads at di.fterent times of the day 

or/ .• 

1 • This would seem to be the condition in South Africa wher.e 
the population is scattered over a very large area and 
m.any regions are very thinly populated. 

2 • p. 294. 
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or 1n different seasons of the year, a railway company 

has to maintain a number of additional engines, carriages, 

extra ataft, etc. 1 • Though this would seem to infer 

that higher f'ares are warranted for busy hours or busy 

seasons, in fact· workmen's tickets and excursion f'ares 
. 

are supplied below the normal price. Strap-hanging is 

not so oomf'ortable, however, as the corner-seat i.e. the 

quality of the service is lower. 

Lastly, the 'oost of service' principle leads logic­

ally in certain oiraum.stanoes to lower charges to people. 

whose purchases of transport are continuous than to those 

who buy intermittently. The former cannot and the latter 

may contribute to the 'peakness' of the load. In the case 

where special equipment has to be provided to supply the 

service, such differentiation is justified. This is 

beaause with regular use of the equipment, the charge 

per unit of serYice will be less than with infrequent use. 

Some writers on railway rates, such as Prof. Hallsworth, 

while agreeing with Pigou that the ideal system of tariff' 

fixing would be that of the unifo:rm. rate per ton mile of 

transport as determined by competition, point out that 

there would be great practical difficulties in actually 

arriving at this rate. Pigou himaelt is well a.ware of the 

'delicate adjustments' that Yil1- be necessary because of 

the incidental costs attaching to each service, and suoh 

considerations as the time and load factors. "It is 

therefore always a question how near to the ideal it is 

desira,ble to approach; at what point the a•dvantage of 

getting closer is outweighed by the complications, incon-

venience and expense involved in doing so." 2. 

l.. 

But/ ..• 

'fhis would seem to justify a rate above the average 
rate for the maize traffic today (because of the need 
'to maintain extra equipment). 

a. Ch. XVI.II.; p. 315. 
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But the very importance of road motor transport is 

that it pro.Vides the competition in transportation which 

will anable the 'cost of service' principle to be realis·ed 

almost automatically. The transportation industry must, 

it seems l.ikely, always remain a sphere of 'imperfect' or 

'm.onopoliatic competition'. The value of the motor lorry 

and the omnibus is that they afford some protection to the 

buyer of transportation f'rom monopolistic exploitation. 

In the chapters following it will be shown that the 

allegations, so :frequently made, that competition is wasteful 

and engenders surplus capacity, have no foundation at all. 

Here the argument for monopoly, that it enables the pro­

duction of an output which woUld not ~ake place under con­

ditions of simple competition, will be taken up. 

Pigou statas that in general simple competition will 

yield a larger output than monopoly (or competition results 

in the most favourable distribution of resources in response 

to consumers' demands), but under a certain set of condi­

tions the reverse holds good. These condition.s are that 

while no uniform price can be established which will cover 

the expenses of produoilll.g any quantity of output, a system 

of discriminating prices can be evolved which will make 

some output practicable. 

suppose that it is desired to construct a railway from 

A to O, ~wo large cities, :passing through. a country dis­

trict in which is situated B. These cities, A and c, are 

however already connected by road or waterway and the 

costs of transportation by road or water are relatively 

low. To meet this com:i;:e-ti tion the charge for goods from A 

to B, which are destinep. to be carried on to C, must be 

so low that if applied to all the traffic between A and B, .. 

including those goods to be consumed at B, the railway 

would/ .. 
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would not be construa·ted. lrurther the demand for transport­

ation fbr goods between A and B to be consumed at B is so 

small, that it aannot alone support the railway. That is 

if the railway is to be constructed, it is necessary that 

it obtains both the high rates for the small vol.um.a or 

local traffic between A and Band, al.so, the large amount 

of traffic between the cities A and C. 

It can also be shown that, in practice, unless dis­

crimination is permitted in the ton-mile rates charged on 

different oonmtodities, no transport might be provided 

beo·auae there is no quantity of transport demanded for 

any particular ColDillodity which would cover its expenses of 

production. Pigou's comment on these exceptional cases is: 

"I have no quarrel with the proposition that these conditions 

may occur in practice. Principal Hadley and his followers, 

however, not content with demonstrating that they are pos­

sible, implicitly add, without argument, that they are 

typical. of the whole railway world and suppose themselves, 

therefore, to have proved that the value of service principle 

ought to be followed in the determination of all railway 

rates. Such an unargued inference is, ple.ihl.y,il.lagitima'te. 

A careful inquiry is neeessary concerning the range over 

which condi,tions of a sort to justify the value of service 

1. prinoip1e are likely to extend in practice. " 

In practice., it is generally agreed that discriminating 

monopoly cannot be socially advantageous unl.ess decreasing 

aTerage costs operate. Now it is 'true that the condition 

of decreasing average cost is l.ikely to be present in the 

case of railway construction, because of the large size 

of the minim.um. first unit of investment and the l.arge size 

or/ .. 

l.. Ch.. lll.II: p. 309'. 
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or subsequent units of investment. It is avioua that 

the initial costs of arranging :fo.r the rail transportation 

of a :few tons of traffic are praat..ically the same as :for a 

:few thousands of tons - the same heavy ex_pendi1m.re must 

be made for acquiring land, for surveying, for constructing 

bridge-a, tunnels and plat:rorms, ete. This :tmi,lies that 

the railway is a form of inv-estment in which the law o:r 

ciecreasing supply price, or decreasing average costs, acts 

s'trong1y. 

A. second condition for 4iscriminating monopoly to 

yield some output, when simple competition would yield 

none, is that the demand for the servicte or product must 

be elastic. The demand must be elastic in the parttoular 

sense that at a aertain stage in the demand sehedule, a 

small reduction in the prioe would cause a sudden _'jump' 

in the demand schedule~ In practice it has been shown 

that when railway rates are at a moderate level, a small 

re4uotion in the rates will cause this jump in ·the demand 

schedule to take place - a demand for transport arisea in 

the case of oommodi'ties which would otherwise not have been 

transported at all. 

'fhe Departmental Railway Tari:f'!°s Inquiry Co:mmi ttee 

put it as follows~ "The principle of charging rates lower 

than the average cost per ton mile has resulted in an 

enormous expansion of railway business. As the total 

traffic of a railway increases, the overhead ffixed charges 

are spread over a greater number of units and this makes 

it possible to reduce the average level o:r the railway 

rates. The principle of dit'ferentiating in railway tariff's 

according to the abili 1.y of the various classes of traf:tia 

to bear di:f':terent ra~&s has not only had the effeet or 

reducing/ .. 
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reduoing average transport costs, but has been of enormous 

benefit to the public in enlarging the areas of production, 

introducing intensive competition by producers from dif­

ferent areas, and consequently lowering prices to oonsumars~ 

It mu.st be a.dmitted that if the only means of trans­

portation service which could be provided was a railway, 

then permission to base the rate:s on 'what the traffic will 

bear' may result in the provision of facilities, whereas 

the enforcement of a uniform price system would exclude 

eertain demands- for transportation and the demand would be 

insufficient for the railway to be provided. M_ where 

there is a substitute for the railway available, in the form 

of a less expensiv~ plant, then this substitut.e will be the 

most economical method of providing for the smaller demand. 

The unit of operation in motor transport 1s a single one 

and the ini"tcial minimum unit of investment, and subsequent 

increments, is relatively very small. Thus the road service 

might be used to meet the demand for transportation, whioh 

would be insufficient to call forth the supply of rail trans­

port unless disorimina.tion in the tarif:f was allowed. 2• 

This exception to the generalisation, that competition 

equates the 'marginal social net produot' and the 'marginal. 

private net product' of invested resources, is then of 

small/ .• 

1.. 
P• 4 

2• Pigou asserts that in addition to the factors of 
decreasing supply price and elastic demand sahedule, 
a third condition must be fulfilled to ensure that 
discriminating monopoly would evolve an outpu_t, where 
simple competition would not. The demand schedule and 
the supply schedule must be related in a particular way. 
If the demand price is greater for a small quantity 
than the supply price, competition would evolve an 
output,but if demand price is very much less than sap­
ply price, neither aonq,etition nor diacrim.inating 
monopol.y would produce an output. The relation must, 
therefore, be an intermediate one. 

1. 
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small practical im.:partance. The very fact that the motor 

lorry can move from one route to another and satisfy the 

irregular and small demands for transportation 1s one of 

the economic advantages of motor trans:port; though the 

Road Moto,r Com:petition Commission seemed to consider it 

'un!"air' that road o:perators should :provide their aer­

vic&s according to the avail.ability or traffic and 

'transfer their activities from area to area according 

to the fluctuating density of trattic.' 1. 

If the road motor service gradually develops the 

traffic until the demand for transport inereases to tha"L 

extent, which would make :possible the economies of de­

creasing average costs of railway o::peration, then at 

this stage the railway may be economically substituted 

fb r the road service. Under this :process or substitution, 

there would be no need to grant mono:poly :powers to the 

railways for the initial tem:porary :period until the 

traffic had been develo::ped by a discriminating tariff. 
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CHl.PlER V. 

"WABTEPUL COMPFI'l'ION". 

Perhaps the most frequently repeated argument used 

to justify the regulation and control of road motor trans­

port is that the competition of the motor carrier with the 

railway involves waste. The Transport Group at the Oongreas 

of the International Ohember of Commerce held in Paris last 

year passed the following resolution:_-

Co-ordination between road and rail is necessary in 

order to avoid e,xcessive competition which, by reason of the 

i 1. waste incurred ultimately nvolves the public interest. 

The Road Motor Competition Commission stated, "Experience 

in other parts of the world tends to show that unregulated 

and uncontrolled competition results in an undue and uneco-

nomic multiplication 

neglect of others." 

of services in certain areas and the 
2. 

This view that the forces of competition which operate, 

when new investment or an invention causes a fall. in the 

value, or earning capacity, of previously invested capital, 

are in themselves wasteful is not confined to the s:phera of 

transport only 
5. 

but is, in fact, a wide-spread belief today. 

Oompetition, it is said, causes waste by forcing the adoption 

of new machines when producers would prefer to continue 

using/ .. 

1 • Quoted from "Modern Transport n, Feb. 2, 1935. 

2. Report a,f Commission, p.19. 

3 • The modern entbUsiasm for Economic Planning is due to 
a revulsion of feeling against the levelling effects of 
competitive forces. Planning has been defined by Sir 
Basil Blackett as, 'a necessary corrective of the major 
wastes and frustrations arising from the unregulated 
impact of one economic activity upon another'. 
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using the old ones. It leads to over-investment, surplus 

ups.city and the 'premature' abandonment of productive 

equipment, which surfers a fall in value before it has 

lost the physical power to produce goods and services. 

"Some writers unaccustomed to mathematical analysis 

have imagined that, when improved methods of produe:ing 

some commodities are introduced, the value of the marginal 

social net product of the resources invested in developing 

these methods is less than the value of the marginal private 

net product, because there is not included in the latter 

any allowance for the depreciation which improvement causes 

in the value of existing plant; and, as they hold, in order 

to arrive at the value of the social net produat, such 

allowance ough'b: to be included." 1. 

Pigou then proceeds to show why this view is incorrect. 

His argument, very briefiy, is that the loss to the old 

producers through the reduction in the price of their pro­

ducts is at least equalled by the gain to the consumers, 

and the profits of the 'new' producers are a net social 

gain. 

In so far as a valid case can be put forward for the 

protection of vested interests on humanitarian grounds, 

even this is inapplicable to the issue of road motor com­

petition with the State-owned railways here in South Africa. 

A.gain and &gain the desirability of protecting the ~143,000,000 

or public monies inves'ted in the S.A.R. "Rls stressed; only 

Mr. Sturrock in the debate on the bill in the Hou.se of Assem­

bly seamed to realise that the very fact of public ownershil? 

made protection unnecessary. 

"It/ .. 

1-. Pigou "Economics of Welfare", Pa.rt II, Ch. ll, p. 188 .. 



ttit may surprise the Minister to know that the view 

of some of us is that because this asset is State-owned, 

we oan afford to look at the question of motor transport 

with complete impartiality. If the railways were privately 

owned, we might hesitate to do anything involving losses, 

but if any losses are incurred now these losses will be 

borne by the whole of the country, and surely we can face 

these J.osses without difficulty." 1. In other words 

since the railways are not the property of any section of 

the people, there is no oase for the protection of capital 

values ao as to avoid inflicting heavy losses on this 

particular section. 

The investment of capital in the motor carrier industry 

would take place, with reasonable foresight on the part of 

the investor, only if it was possible to provide the same 

service of transportation, previously made available by 

the railways, 'at a smaller expenditure of current re­

sources (i.e. at a smaller sacrifice of other possible 

uaers or to provide better services at an expenditure 

which is proportionately greater)'. 2
• No unit of trans­

portation formerly supplied by the railways will be su.pplied 

by road transport, except when the latter can produce this 

unit at a total cost smaller than the :prime cost, which would 

have been involved in its production by the railways. This 

im;plies that every unit now supplied by road must be sold 

at a price, which is less by as much as the whole of the net 

reoeipt,s, arter prime costs have been met, which the rail­

ways would have received from producing that unit. This 

proves that any loss to the railways is at least compensated 

1 • House of .i.saemb-1y 1930, Debates, co1umn 3679. 

2. 
Hayek, "Collectivist Economic Planning", p. 224. 

for/ .. 
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:ror by the gain to the consumer, and that the pro:ri t o:f the 

road operator is a net gain. i. 

Mr. G. ~. Ponsonby, in an article on •An Aspect of Com­

petition in Transport", in Economica, made a very able analysis 

of the cost atru.cture or railways and of th.e real nature of 

the so-called 'wasteful competition'. 

He COJDlll8noes by stating that the most significant chara­

etarist.io or railway investment is the large propertion o:r it, 

which is incurred on assets, which have no value in other uses 

but at the same time do not lose teahnical e:ff'ioienoy with use 

and clo not require renewing. The expenditure on land, autt.1nga, 

embankments and shtllar assets is specialised and non-trans­

:rerable. He asserts that the earnings in respect of this 

tYl)e of asset are in the nat:ure of a rent or surplus. 

"'fhe practical significance of this lies in the tact 

that bo1m costs, output. and prices,are, generally speaking, 

independent or whether this surplus 1s realised or not. So 

that even if the rate of interest on this form of investment 

were to fall to zero, there would be no danger to the public, 

either of losing the facilities already being oft"ared, or of 

having rates raised agains't. such traffic as continues to pass 

'in order to cover the now greater burden of overhead costs 

per unit. o:f tra:rtio'. For these capital charges are not over­

head oosts at all, but a rasul"tant surplus earned a:rter having 

adjusted coats, out];'llt and prices to the C(lllpany's best advan-

tap.• a. 'fhis/ •.. 

1. Pigott,Pa.rt Ir Oh. IX, "'l'he Social and Private Net Product.". 

a. lfoonomioa Nov. 1935, :p.451. SUch immobil.e forms of invest.­
m.ent must be distinquished from certain lands, such as 
stations in 'the mid<lle ot a city and other similar apeeial­
ised assets of a railway which have in f'aat other uses and 
oan be sold. The holding and use of such asse"ts does con­
stitute a cost, in the sense that the owners are denying 
them.salves the annuity which is its walue in the other uses. 
Where, howewer, the investment takes such a specialised 
form, that the equipment has no value in any other use, thi·s 
cannot be regarded as a cost .. 
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When this investment in long-lived equipment was 

made, the revenue earned in excess of the shorter-run costs 

was expected to meet the debt charges on this equi:pment for 

the forty years, after which it would be abandoned. As a 

reBult of new inventions, this equipment is no longer 

capable of earning a surplus after 20 years. The level 

of revenue now earned per unit of service refleots the 

new price - established as the result of technical inno­

vation - and the long-lived equipment will not be abandoned 

so long as costs per unit of output Qwhich is made up of 

all the shorter-run costs) remain below that prioe. It 

will no longer be used once the new means of transportation 

has enabled a II'ice to be charged which does not cover 

these shorter-run costs. Short-lived equipment is assumed 

to have a life of ten years and this equipment will remain 

in use so long as the prime oosts are covered. Thus though 

the revenues actually earned may justify the continued use 

of both long-lived and short-lived equipment, so long as 

they cover the prime costs, they do not justify the renewal 

of the equipment. 

Mr. Ponsonby sums up: thus the abandonment of capital 

or assets prior to when it was expected to remain profit­

ably in service at the time of the investment, takes place: 

in the case of absolutely specialised and durable equipment 

only if the revenue earned was unable to cover all other 

costs, short- and long- run, not including any return on 

the capital invested in that durable form; long-lived equip­

ment when revenues fail to cover the shorter-run costs in­

curred; shorter-lived equipment when revenues fail to cover 

still shorter-run costs. 

The magnitude of the fall in the revenues which can 

take place without the abandonment of capital depends 'on 

the relative importance of capitalisation incurred on behalf 

or each of various kinds of assets concerned' . 1 • Where a 

large/ .. 



large part is in ra.apec.t of absolutely specialised assets, 

tha fail would have to be oorresponding].y large before 

abandonment. Where interest and dapractiation on l.ang-l.iTed 

equipment is high reiative to to\al expected level of earn­

ings, 'then within the life of these assets the fall would 

have to be relatively large before this equi:pment would be 

abandoned. 

Thus it seams that in South Africa,whare the oapital. 

investment in immohlle assets, which are absol.ute1y speaial­

isad in their u.se, has been heavy and where the debt ser­

vio:as on long-lived equipment is relatlwely high, the 

danger of a fall in the revenues of the Administration, 

a.s a result of road motor com.petition, which would ne.ces­

sitate the rational abandonment of equipment, seems small. 

The effect of protection being extended to the rail.­

ways is to check the fall 1n revenue and thereby enhanCl& 

the value of durable, specialised assets as it enables a 

larger sucyl.us to be earned. over long- and short-run costs. 

Proteotion lDftY maintain revenues so as to fulfil the ori­

ginal. anticipations of interest and depreciation on equip­

ment, l.ong- and short-lived. Abandonment of equipment may 

be poatponed and there is the danger that at the time of 

renewal, the 'protected' equipment may be replaced by 

aimilar equipment instead of by the new means made avail.able 

by te.ohnical advance. 

"~s under protection eapital and labour may be 

drawn into ra-ren4aring aerYioea, for which there is a 

la:sa u.rS'tllt deman.d than for other nn service.a". 1 • There 

is then a waste of' resources, but the was"l.e is the result 

o:r protection and not of competition. The apparent 

'wastes'/ •• 

1.. 
p. 459. 

! 
; 



'wastes' of oompet1tion were in f'aot incurred at the 

time when the investments were made in the railways. 'l'hese 

wastes arise from 'over-investment' in the railways through 

the failure to estimate correctly the future demand fo:r 

railway services. The competition of road motor t.ransport 

was not foreseen. This failure to ree:lise the :ruture 

possibilities and ettic1ency of the motor carrier industry­

resulted in an over-estimation of the revenue-earning lite 

of capital investments and in:Badequate provision tor the 

obsolescence or assets. Thus the 'alleged waste' does not 

take place at the time of the introduction ot the improved 

facilities of motor transport but at the time when the now 

partially obsolete assets of the railways were originally 

ac-quired. The introduction o:f' the new methods merely makes 

clear the previous •ste, which arose -:from the incorrect 

anticipation of the future demand for the services of the 

railny. 

"When new facilities { covering all their a, sts and 

inoorporating the latest technical inventions} are provided 

which render older facilities incapable of meeting debt 

services to the extent that was expected o"f them, it is not 

the introduction of these new faotlities that consti1mte 

the waste. Rather their introduction, by proving the 

essential unwiadom of the form md extent of previous 

investment and policy, diacloses the fact that there has 

been w~irte, and no amount of' proteetion oan prevent that." 

In South Africa where political intervention has played 

such a large part in directing investment, the waste that 

showed itself with the emergenoe of competition naturally 

seemed extensive. The legalised protection has maintained 

and expanded the revenues of the railways but it. oe.nno"t 

obviat.e the waste of those misconceived operations carried 

out many years ago. The estimation of the future course 

1. 

or/ .. 

l. Modern '?ran~rt Feb. a,1935 - G J Po 
Transport & the state" :p. 3 • • • nsonby "Road 
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of demand for railway services was in error. As a result 

the development of motor transport, and this change in 

demand, in the absence of :protea.tion, would have diminished 

the present ca:pital valQe of the railway. Since the rail­

ways are State-owned, no hardshi:p from the fall in aa:pit.al 

valQe results 

are af:feot.ed. 

no sectional int.e,rest.s of ownershi:p 

The railways would have continued to render 

sarv-1.ces at- :prices, which were :previously unacce:ptable, 

until the revenues of the railways :fell to that extent 

when abandonment of assets would have taken :place as out­

lined above. 

, I 



":IN RXCESS OF PUBLIC NEEDS. " 

Another often-heard argument for the restriction 

of road motor transport, is that in the absenc·e of oon­

trol, the facilities are provided 'in excess of public 

needs'; or, again, u.nrestricted competition leads to 

'an unnecessary duplication of services'. This is merely 

aoothar/variant. of the theme of wasteful competition, but 

perhaps deserves special mention in view of the wide­

spread belief that the members of a regulatory board are 

more capable of arriving at the t:ru.e needs of the con­

swning public than is the free interplay of economic 

forces. 

If absolute freedom of entry was permitted into the 

:mlbtar earrier business, resources would be invested up 

to that point at which the return on the investment is a.:t 

lea.at equal to the return :Crom al tarnative investments. 

Under a market economy, production is guided by the com­

parison of the market price o~ the final product and the 

prices to be paid tor the required factors of production. 

'.Ilhe criterion of profitability is the best available test 

of whether the 'benefits' derived from a particular in­

vestment outweigh the 'sacrifices', or not. The price 

which consumers will be willing to pay for transport .. 
services is a reflection ot the benefits to be derived 

and the terms on which people will provide the services 

84. 

are a measure of the sacrifices. If there is a :f'avourable 

margin, i.e. if profits are ma.de, resources of capital 

and labour will be attracted. The increase in output, or 

supply of transport services, ma.y tend to a reduction in 

the/ .• 



86. 

the least cost to the community. In this way overlapping, 

redundant or unnecessary services would disappear, and each 

form of transport would convey just those passengers and goods 

for which it was best suited. Such a division of traffic 

betwem different modes of transport would be determined by 

the demand of those who required it and the facilities 

offered by those who provided it, while the incidence of 

cost to the comm.unity should be such as not to involve the 

subsidisation of any one form at the ez_pense of the others." 1. 

The comment made on this in the Final Report of the 

Royal Commission on Trans:Port was~- "B.lt as things are 

today, is such a state ot affairs, or even any approach to 

it, practiaable? Who is to decide what goods should in the 

national interest be sent by rail, road, canal or ship?" 

Clearly no one p:;rson can make such a decision which 

would attain the 'ideal division of function', but a very 

large number of persons, constantly comparing :prices and 

costs and constantly attempting to increase output and 

reduce costs, would 'automatically' approach to the ideal. 

The decisions of any board established for the purpose of 

deciding what constitutes 'the requirements of the publio' 

must then be purely arbitrary; competition is the only 

non-arbitrary method of determining the needs of the publio. 

No one would wish to deny that owing to the incorrect anti­

cipation of the future course of demand for his services, an 

entrepeneur may invest capital which does not yield the 

expected return. In this way it is possible to conceive 

of over-investment in the industry and the provision of 

transport services in apparent excess of the public require­

ments. But if the selective force of bankruptcy is permitted 

1. 

to/ •• 

"The Future of Rail Transport" in the Economic Journal, 
Dec. 1934 - article by H. H. Hallsworth, pp. 553-554. 
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Ca:petowm-Sea Po-int route. 1 • In the halcyon days be:fore 

the loeal transportation board appeared at Ca:petown to 

make u:p the minds of Sea Pointers by what means they really 

wished to travel to Ca:petown and how much they wanted to 

pay (i.e. be tore 1930}, it was :possible to obtain a 'bus 

or a tram at halt-minute intervals and on oertain 'buses 

the fare was as low as 2d. This state of a:ftairs, the 

local board deaided, was directly contrary to the true 

interests of the Sea Pointers. 'rhe board began by refusing 

certifioates to about halt the 'bus o:perators, in :particular 

those who :provided the servie·e at the 'uneconomic tares' of 

2d. and 3d. Finally a monopoly was acquired by the Capetown 

Trannraya and Bus Company, who bought out the few remaining 

independent operators. Still zealous in the interests ot 

the Sea Point public, the board :proposed a minimum. fare 

of' 3d. on the 'buses which 'enabled' the :public to use 

the trams instead and thereby permitted a number of 'buses 

to be withdrawn. 

"The local board has found that on routes served by 

:parallel services, i.e. 'buses and trams controlled by 

one o:perator, the imposition of a minim.um 'bus fare is 

advantageous to the operator as well as to the :publie.tt-

It is not difficult to agree that the grant of the 

most com:plete lnonopoly :powers to the Com:pany has been 

advantageous to it, but after listening to the comments 

2. 

of irate Sea Pointers, with Hobson' s ohoioe between waiting, 

sometimes 10 minutes,for a 'bus or travelling by a al.ow 

and very noisy tram, I feel that the advantage to the public 

is/ .. 

1. 
I s:peak here from actual e::zperienoe. 

a. Re:port for year ended March, 1935 (U.G. 40,19-35) :p. 25. 
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is not quite so oonspicuous. 

The Road Motor Competition Commission asserted that, 

"the competition leads to the cutting of fares and rates 

for trans~ort service and, while the public rn.ay temporarily 

gain by uneconomic rate-cutting - and this is a :point 

made much of by the advocates of free competition - in 
t" 

the end if must pay. It is almost the invariable experience 

after a rate war that the survivors so frame their tariffs 

as to recoup themselves for losses temporarily sustained." 

The Commission seems here to have been groping after 

the idea of 'agressive selling' or 'monopolistic dumping', 

i.e. a :particular enterprise attempts to obtain an ultirnate 

monopoly by charging prices below cost so as to eliminate 

t . t 2. com:pe 1 ors. It is hardly likely that small motor 

carrier operators deliberately undercut railway rates and 

suffered losses with the intention of driving the S.A.R. 

out of the transportation business and then making large 

:profits by charging monopoly :prices. There was, in fact, 

some danger of 'uneconomic' fares and rates being fixed 

but not by the road operators. Instances can be found 

l. 

where the Administration deliberately undercut the prices 

charged by private operators with the intention of elimina­

ting such operators and then restoring the old rates. Per­

haps the donkey-wagon drivers, who undercut the Administration 

in the carriage of :petrol, are, in fact, waging a rates war 

with the S.A.R. 

In fact, of course, the :prices charged by private opera­

tors have been sufficient to cover their costs. 

1. p. 20. 

2 • This so-oalled "cut-throat competition" is really the 
e:x:pression of monopoly. The monopoly deliberately 
charges prices below cost where it experiences competi­
tion so as to eliminate this competition and recoups 
these losses from its monopoly gains, where it has no 
competition. 

I' 
i 
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CHA.PrER VII 

SOME GENERAL CONSIDERATIONS. 

It seems to be very easily assumed by those who favour 

the restriction of competition that, firstiy, there is a 

definite amount of trans:portation service demanded by the 

:public and that any traffic that the motor carrier obtains 

is at the direct expense of the railways, and secondly, 

that the s:phere of operation of both forms of service is 

mutually inclusive. 

The first is another variant of the work-fund fallacy. 

Any traffic that goes by the motor lorry and the omnibus 

is regarded as necessarily a diversion of traffic from 

the railways. In fact the road service has developed a 

certain amount of 'new' traffic. Many charabanc excursion 

tours cater for a class of passengers, who did not and 

could not make similar excursions by rail. Such tours 

are often conducted through routes where the railway has 

not yet·:penetrated. In regard to goods services, the 

traffic might be quite insufficient to permit of the :pro­

fitable o:peration of a railway service but is still suf­

ficient to give remunerative employment to a motor vehicle. 

In certain cases the road permits the carriage of goods 

through districts in which natural barriers have prevented 

the construction of railways. Road motor services have 

:proved of particular usefulness in the transport of wool 

and dairy products. 

In so far as the Road Motor Competition Commission 

admitted that the road motor might provide supplemental 

and develo:pmental services, it claimed that such services 

had/ .. 
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had been provided by the Road Services of the Administra­

tion rather than by :private enterprise. Private operators 

aonfined their activities to waiting until the traffic had 

been slowly built up by the railways, and then slipped in 

and captured this traffic by undercutting the railway 

retes. It is true that :private carriers have not been con­

spicuous in the development of services, which were not 

already provided by the railways - though there are certain 

exceptional instances. But there is a very good reason 

why :private enterprise did not engage in 'opening up the 

country' . It has been explained at some length above that 

the rates for certain classes of traffic were so exceptionally 

high that road operators could carry these goods at lower 

rates and obtain substantial :profits. Resources were 

attracted at first to obtain the relatively high rate of 

return available in this :particular form of enterprise, 

but once the rate of return had declined there, if develop­

mental services offered opportunities of :profitable invest­

ment, then there is little doubt that :private enterprise 

would have engaged in the :provision of these developmental 

services. 

Rail transport is at the moment clearly unrivalled 

for long-distance transport. When the National Roads Plan 

has been carried through, the :po~ential sphere of road 

transport would be greatly extended but it seems likely 

that for same considerable time, the conveyance of raw 

materials for industry and of heavy, bulky consignments 

will be undertaken by rail. In South A.f'rica the motor 

lorry is definitely unsuited for the handling of heavy, 

long-distance goods traffic. Road speeds are in general 

considerably less than rail speeds for the longer distances. 

It is i:m:proba.ble, too, that any :private firm in South Africa 

could/ .. 
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are willing to pay, where necessary, a higher fare than is 

charged by the railway for the comfort of frequent services 

and favourable location of stops. 

There is no intention to lay down arbitrarily the 

respective spheres of road and rail transport. But as 

conditions are today in South Africa, if no restriction 

was placed on the ope,ration of road motor services, it in­

dicates the limits in which there would be effective com­

petition and substitution of the one form of transport for 

the other. In England competition was severe because of' 

the excellence of the roads and the railways and the pre­

valence of the short haul; in America the motor carrier 

industry has been stimulated by the low first cost of 

vehicles, by fairly low motor taxation and the higher 

speeds possible on its solidly constructed highways. 

In South Africa the compEiition for the suburban 

passenger transport in the larger to\ms would, in the 

absence of control, certainly be severe. But the elimini­

nation of passenger road transportation is clearly a 

flagrant frustration of the public's preferences. If the 

Motor Carrier Transportation Act had been passed a couple 

of years earlier, there is no doubt that the Sea Point 

railway line would have still been in operation and resi­

dents would have been forced to use it by the suppression 

of competitive road transpoTt. The great length of the 
• 

'long haul', the relative difficulty of obtaining return 

loads and the very bad conditions or South African roads 

would seem to preclude the development of competitive road 

transport on a large scale. In so f'arr3 there was competi­

tion for goods traffic over distances longer than about 30 

miles, it developed solely because of the peculiar rate 

structure of the S.A.R. 

T'ne/ .. 
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The chi&f conclusion that emerges from the survey 

of' trans:port conditions prior to 1929-1.930 is, I believe, 

that the competition of road transport for goods services 

was only made :possible by the relatively high tariffs on 

certain commodities. If the railway tariff had been modi­

fied and rail.way management freed f'rom those influences, 

which prevented it from operating on normal 'business 

lines', then the railways would have had little competition 

with which to contend. Protection of the railways has 

made permanent this rates policy, which represents some of 

the worst abuses of discriminating monopoly, and has further 

deprived the community of the benefits of technical progress 

by eliminating the motor carrier from that sphere in which 

it could have been economically substituted, even if the 

railways had charged according to the 'cost of service 

principle' . 1. 

A point made by supporters of control of transportation 

!:Brvi'ces is that a certain distribution of economic resources 

has/ .. 

1 • The Dep't. Railway Tariffs Inquiry Committee recommended 
three schemeeto meet the competition of road transport 
on short distances. Scheme A provided that the rates 
as established in 1929 for goods in classes 1-6 for 
the distance of 200 miles should be applied Eer ton 
mile to all distances between 1 and 200 miles. This 
would abolish the loading of the rates for distances 
of less than 200 miles as compared w1th rates for 
200 miles. Moreover so long as the total distance 
is less than 200 miles, the 'splitting' of the branch 
line rate would not increase the rate. This Scheme, 
the Committee e-stima:ted, would mean a sacrifice of 
revenue of f.350,000 p.a. 
Scheme B was to reduce rates for all distances between 
250 miles 'to same rates per mile as apply at 250 miles. 
The revenue yielded would be £446,400 p.a. 
Scheme.I? was to reduce rates for all distances below 
300 miles to the same rates per mile as apply at 300 
miles, yielding ~588,000 p.a. in revenue. 
It considered that such very minor modifications or 
the railway tariff would at least counteract the 
further diversion of traffic. 
Pp. 18-19 of Report. 
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has been established on the basis of the present system of 

railway rates. Investment in certain industries such as 

agriculture ( e.g. ma_ize farming) and location of factories 

has been based on this differential railway tariff. Trans­

portation costs are an important element in the cost of 

production to the person who is contemplating the invest­

ment of capital. It is true then that any sudden change­

over from the present 'subsidy' rates to rates based on the 

'cost of service' principle would have very seriously 

disorganising effects on the established structure. This 

is, however, merely a recognition of the need for the 

ap~lication of the 'principle of gradualness' in legis­

lation and in no way invalidates the theoretical case 

against the restriction of competition. Moreover it seems 

reasonable to suppose that the modifications of the railway 

tariff, which would be induced by unrestricted road motor 

competition in this country, would not be of such a 

violent nature as to disrupt the present distribution of 

resources and location of industry. It would prevent 

any further maldistribution, based on 'wieconomic' costs 

of transport and eventually bring about a rational distri­

bution of capital in so far as transportation costs are a 

determining factor. 

The third reason that was given by the Minister of 

Railways, in introducing the bill to provide for control, 

was that the wage rates and privileges of the railway 

staff would be affected. No lengthy discussion can here 

be entered into in regard to the Administration 'civilised 

labour policy' but some mention can be made of its 

effects. When a department of state pays wages above the 

market rate, it attracts labour from private enterprise. 

Because/ .. 
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Because of the increased labour cost, the :price of the final 

service will be higher than otherwise. Furthermore this 

wage-rate can only be maintained if some restriction is 

:placed on the number of entrants into the department's 

service. On the S.A.R. the 'civilised labour :policy' has 

resulted in the throwing out of the Administration employment 

of large numbers of non-Europeans. This has had the effect 

of further depressing wages in the market for unskilled 

labour. Unskilled white labourers drifting in from the 

farms have been faced with this unduly low wage, and thus 

the Government 1 s attempt to solve the :poor-white :problem. 

by a 'civilised labour :policy' has, in fact, tended to 

increase the magnitude of the :problem. 

Even if the ':principle of gradualness' is again recog­

nised, competition would hardly haveacted so swiftly as to 

suddenly cause the displacement of numbers of the railway's 

civilised labourers. 

Of all the reasons :put forward for the control and 

restriction of motor carrier competition, only one has 

real validity. "In so far as road transport has not borne 

its appropriate share of road maintenance and construction, 

then it could well be claimed that there has been waste. 

For the whole industry, through the instrumentality of 

:public finance, may have been thus able to develop beyond 

that :point at which marginal returns areequal. It has 

been established out of :public funds." 1 • 

1. G. J. Ponsonby - "An Aspect o~ Competition in 
Transport", :p.448- footnote. 

TABLE / .. 
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TABLE VII 

EXPENDITURE ON ROADS & BRIDG:ES IN THE UNION. 1 • 

1929-30 - 1934-35. 

l9zq-3o 1q30-31 1 q 31 32; /932-33 (93'!:>·31.i- /93.';- 35 
fRoVtNCl/'.\L- t 1 L .t j ,I; AVMINISTl'{l}TIOI'/ 

{Illcl,d,':'! D,v,,,o,,.I 
Cov""-,h .._,e,_ P) 

2jS-O, 771 2J23~23~ 2,1t,1_J:, 77 2, Obi_) II J 0R1>tNAA.'( Arif> i K3<3 24-2 2,340 776 (AlltT,-.L 

EX.Pf:NbfT'llA.E. 
J J 

~ ~':'!J.S:0'.' AL~ b 
,OO.t>tr,/1'\R'( 

S74.,2f+3 ,f 2 3 03, 7'13 574 J22 L(32 S 3Z,o7; EXl'li:NDtT<JRE. X 
<eJCdvd11,.9 rnkA.ii. 

, J 

• Loqn R,.Fjrner,J 

¥°AP1-rA L 

EM'ENDITURE ~.s-z474 739 793 
..) 

J'30t3l '12-?,4io qJo_,211 " 

l3., 7/,/;J49(, J -tJ9006~ 3J 79&,SS7 ~ 57(,,154 ~S7J 403 . 

x Not available yet 

TABLE VIII 

REVENUE COLLECTED FROM MOTOR INDUSTRY IN UNION. 2 • 

1929-30 - 1934-35. 
1929-30 1950 -31 1131 - 32 1932·33 1933·34 1934-35 

:t / -/ L / / 

fRO'flNC./111.- J3~15(o 92'9.,3!9 f,O!la..)435 [l3ff_/fol /_.,213/ 913 04q? 7/3 
TIIXATION 

.!}!PORT ;J_, 120,,470 657/_, 5'13 t'.:94,f,727 0 9":,'7J 3(;,g 2_)1+'47.,/o7 3,3b5, sn DUTIES 

2.,9S-I,, 032 2,1-190 91z 2/165_, lb 2 iD'7'4.,529 3-iu,q 020 4J8/;3J soc 
I 

It has :proved impossible to obtain aeourate informa­

tion for the years :prior to 1929~30 but the above tables 

give details for the expenditure on roads and bridges in 

the Union and the revenue oolleoted in taxation and customs 

duties from the motor industry for recent years. These 

figures are strong evidence that the contribution of the 

motor industry towards road construction and maintenance 

1. Supplied by the Dept. of Census &. Statistics. In 
the case of Natal municipalities expenditure on all 
:publio works is included. 

has/ .. 

2• S:peoial Report Series of the Dept. of Census&. Statistics, 
Nos. 91 &. 97. 
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( has indeed been adequate in the last few years at least. 

As i·I; is only within this period that the Union Govern­

ment has given its attention to the improvement of the 

Union's road system, there is justification for believing 

that prior to 1929 the proportionate contribution was 

even higher. The statement of the Chairman of the Road 

Motor Competition Commission during the course of the 

evidence is not borne out by the facts. He stated: 

"The revenue derived from direct road taxation and from 

licence fees, etc. on the motor vehicles in operation in 

this country falls far short of the expenditure necessary 

to maintain, and in many cases to reconstruct to the higher 

standard modern transport requirements demand, the road 

system in South Af"rica." 

Furthermore, as the general community benefits directly 

and indirectly from road improvements, it would be unreason-

able to demand that the motor industry bear the whole cost. 

Certain other reasons for the necessity of control 

were given by a member 
~~~~ 

local board~in a of '-! 0 I I 

personal interview. He said that there were many oases 

on reaord of operators purchasing second-hand vehicles 

for a few pounds and providing erratic services. 'rhe 

vehicles were not road-worthy and when accidents ocaurred, 

these owners were not able to pay out compensation. This 

is, however, an argument for the enforcement of compulsory 

insurance, which was in fact written in to the original 

act but which was subsequently withdrawn. 11oreover it 

seems unlikely that such transport agencies would have 

obtained much custom. Many of these owners, too, bought 

their vehicles on the hire-purchase system but with no 

intention of actually paying the instalments. Thus their 

charges did not include any contribution towards the cost of 

equipment/~. 
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equipment. This, again, is no economic argument and motor­

dealers could surely have been trusted to take care of 

themselves. 

Another'non-economic' reason, which the board-member 

advanced, has considerable practical importance. Rival 

'bus oompanies,in attempting to gain passengers, instructed 

their 'bus drivers to ignore the ordinary traffic regula-
; 

tions. On the Sea Point route, for instance, speeding and 

eut·ting-in resul.ted in a great number of accidents. Here, 

too, the remedy would seem to be stricter control by traffic 

authorities rather than legislation to reduce the number of 

'buses. In any case this argument is relevant only to 

municipal passenger transport. 
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CH.AP.PER VIII. 

CONCWSION. 

The reasons that have been advanced for the regulation 

and control of road motor transport have been examined and 

shown to be fallacious. The restriction of competition 

cannot be justified on the grounds that it is in the 

interests of the public or in the interests of the railways, 

for the railways' interests are, in South Africa, the pub­

lic's insterests. In conclusion it remains for a brief 

statement to be given of the present and probable tutu.re 

position of t.ransport in this country and to put forward 

certain suggest ions, designed to secure a cheap and effi­

cient transportation service. 
a_ 

A member of 'tit t. li I lb local board stated that the 

most important result of the activities of the central and 

local boards had been the establishment of a co-ordinated 

system of transport. He said that he himself believed in 

the system of 'controlled monopolyt. Co-ordination means 

that competition of road services with the railways and 

amongst the road operators themselves has been eliminated .. 

Motor carrier services have been diverted to serve as 

supplemental services to the raih1ays. Thus the position 

is to-day that the monopoly price is the price for almost 

every piece of transportation service provided. A member 

of the local board said that the board welcomed the state 

of affairs today in Capetown, where the one passenger 

company has absorbed every other former transport service 

but one. It is not in any way surprising to find that at 

the Transport Conference held at Pretoria in September, 1934, 

the/ .. 
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the representatives of 'certified.' agencies heartily 

a:p:proved of the existing legislation. But this is hardly 

evidence of the general social benefits of restriction 

of entry into the industry. 

The future seems likely to see the extension of the 

:present :protective legislation to bring within its control 

the operations of animal-drawn trans:port and tarl-aabs. 

Apparently the profitable margin of traffic of the S.A.R. 

is so small that the loss of a certain amount of petrol 

traffic to the donkey-wagons is sufficient to ruin the 

Administration. It is not impossible that if the number 

of private motor-~ar owners continues to increase at the 

same pace as it is today, that the Administration and 

\ established services will demand that the use of cars by 

their owners be curtailed! 

The Union Government has shown its intention to main­

tain a practical monopol.y of the business of transport by 

acquiring control of commercial air transport. The Minister 

of Railways, Mr. Pirow, in referring to the loss that the 

Administration annually sustained as the result of operating 

the airway service, frankly stated;, We must accept and 

carry this temporary loss if we wish to :protect ourselves 

against competition. If we do not carry on the service 

some private company will do it and will eventuall.y reap 

the benefit. 

The great social benefits of transportation are obvious. 

To a country such as this with its wiqely-scattered, sparse 

population and vast distances the provision of an efficient 

and chea:p service of transportation is of vital concern. 

It is of special importance that the addition to welfare, 

material and immaterial, of technical progress and cost-

reducing/ .. 
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reducing factors in this sphere should not be foregone. 

Control and regulation have deprived us of increased 

efficiency and the reduction in transportation costs. 

Protection and co-ordination have brought us monopoly and 

monopoly means the divorce of social and private advantage. 

How are we to secure in transport the ~~11 benefits of the 

ever-cheapening processes of production, which hare been 

called social progress? 

In South Africa the immediate need, as has been repeat­

edly stressed, is to s.eparate the management of the railways 

from political intervention. The more glaring defects of 

the present administration may be removed through remedial 

legislation. The obvious requirement is the establishment 

of a really independent Railways and Harbours Board, which 

would ensure that those provisions of the South Africa Act, 

designed to safe.guard railway users against the increased 

cost due to politically-imposed burdens, would be enforced. 

Control of the railways should be vested in the Board, 

which should not act as an advisory body to the Minister of 

Railways. The voting power of all members ··should be equal 

and qualifications of members should preclude the appointment 

of the representative:, of vested interests. If Parliament 

should desire that any particular industry or section of 

the people should have the benefit of especially low trans­

:porta tion costs, the benefit should take the form of a 

direct subsidy~ the cost of which would fall on the whole 

community and not on the railway users. 

To secure that the fullest advantages are derived 

from technical advance, the Road Transportation Acts 

should be repealed and complete freedom of entry into the 

transport industry be permitted. It is, however, advisable 

that operators should be compelled to provide adequate 

insurance against accident and that they should not be allowed 

to/ .. 
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to discriminate in their charges as between different pur­

chasers. A careful investigation should be carried out 

to ascertain whether road transport is bearing its proper 

share of the cost of road construction and maintenance 

and taxation levied accordingly. l. 

The competition of private operators with the rail­

ways and of the private operators amonst themselves would 

result in the cost of transportation approaching the ideal 

of the 'cost of service' :principle. Under competition 

there could be no such thing as 'suI"]?lUs capacity', as 

any operator who did 1 not cover his costs would either 

move out of the business or go insolvent. Investment 

would be restricted only by the possil:ility of larger 

returns from the alternate uses of labour and capital 

in response to society's demands. Professor Lionel 

Robbins, in commenting on the :proteotion afforded to 

railways,remarked: "If we want to :preserve railways which 

are unprofitable in the present condition of demand, we 

should subsidise them as ancient monuments." It seems 

unlikely that even if road transport were :permitted to 

operate without any restrictions, it would become neces­

sary to commemorate the S.A.R. but the importance of the 

:private carrier to the community lies not so much in his 

:possible usurpation of the railways, but in his :providing 

a cheok on monopoly. 

1 • U all the revenue obtained from the motor industry 
was handed over to the National Roads Board, it seems 
that the contribution of road transport would be more 
than adequate. 
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APPENDIX I. 

TABLE ILLUSTRATING EFFECT OF BJS C01rlPEI'ITION ON THE 
RAILWAY LL.'l'E BE'filEEH CAPillrOWl'lf AND WYNBERG. 

Amount of Revenue and No. of Passenger Journeys on the 
Ca~etown-Vlvnberg railway. 

V 

MoNTH 19 2 Co 1927 192 ~ ! I 9,-< q 
r'lo.0FP11s51:,.._E~ fe:ve,w, No.oFRISS.fJ\llie/i 

&VEl,/OE fio oFP11ssENGfR lfr:VENUE. No OF PAssEN6E ffVENUE 

JooO.NE1<5 £ .Tovt1.N ,;;:'IS 
l Jo<J(NEVS i ! JOVftflll;:'(5 t -· ··-· 

J1\NUP,fl'1 l.)l./7'7i5lib 14J355 !yU~f 3f /~4-J:1., I, )1/0 94 0 l~U,! 

Ft::UIJA(/..'/ 044~493 13,32& 1;1si 941 ?,74J 1;222, 7/{0 IO;Of/3 

t1A'1.C 1-1 1.J5kZ,11Jo ~s-02 ;;:uJ/2&5 ilO,Lttf2 I f:,301_,S.2 7 lo_/?74 

AflRIL 1 5/4 14.,375 ;;2o~JGS' l~/92, 0 306/0S l'?,76o 

HA'/ I.J533_,t113 lft,,1/ 14 /y23S.,25/ llq.v73 0291, 002, 1q,135 

Ju111 E. t:;4%1053 I.?, 75G 011.t.z, .2.r /; ffr(,g 1,240,337 105g(:, 

JvL'{ 1_,.42,fo, 1'1o 1.t3.2o 6)7~ ~! ltJf3Ii I,, 3 42} 7S'! /~ 73/ 

AuGv.n 04s(yfoo [f,038 6JJJ_, {:,o 7 ~3(,3 

SEPTEMBER t;4o2,l7, 12_/>.25 1..,23~9()0 10.,11-21 

Oc:ro Se:( t520j).,IO . ~473 ,{ 3 9~ 190 I~ 708 /J3{;ry164 15t1s 

Nov1:M€,E{( l_/0041 712 ~ 1 535 I_, 32'1/1-311, FSJ t.2tfo_,J'79 ICJ,74'2 

D £J::£ t1 BEil. 6502,747 14/167 f>2 62_,.(.0 'l 1sJ4 '.j.17'3 S-72 11_,1(,7 

This Table is obtained from Appendix IV of Memo­

randum submitted by the General Manager of the Railways 

to the Commission on Road Motor Competition. See 

Volume III of the Evidence. 

The electric service was introduced on this line in 

July, 1928, and extended in September, 1928. Fares were 

revised from the 1st April, 1929. 

\ 
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At the' Southern Africa Trans:port Conference held 

recently in Johannesburg, the following resolution 

regarding competition in trans~ort was passed; 

~rt was argued that the railways were a vital factor 

in agricultural development and in preserving the primary 

industries of any country; that the existing world-wide 

railway policy of charging high rates for valuable traf­

fic and lower rates for :primary products was essential 

to stimulate and maintain primary production, and that 

this policy was seriously imperilled where uncontrolled 

competition by other forms of trans:port was allowed. n 

Cape Times,Sept. 15, 1936. 

This is further evidence of the fact that the real 

aim of restrictive legislation is to :preserve a particular 

system of railway rates. 

' 
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