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Bottom p. 25 and top p.26. Is it true that this Section "prevents

the use of discriminating monopoly power as between different

purchesere”? Cannot the "published tariff of charges®™ be discriminating?
Cf. p.36 (middle) where he says "the tariff was so fixed as to eliminate
the®undercutting of railway rates classified in the higher classes'.)

And 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.26; Qy. impartiality.
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p.-47. Does this criticism of depreciation tally with the modern theory
(Fowler) which, if I interpret it correctly, suggeste that plant of &

huge organisation of this kind ie likely to assume a condition in which
plant is (permanently) on the average 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 repreesents surplus capital) should be returned to

the owners of capital as a return of capital. If thie view is correct,
may it not be wrong to call the surplus on depreciation account
"unneceesarily high and illegitimate contributions®. (N.B. Horwitz
includes Fowler's book in his bibliography) S
oy 7‘:(’{,45 o~
p.50 (top). But is not the General Manager comparing the,cost/0f the
Administration's foad motor transport/with the cost of rai 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 "output"?
I can imagine the poseibility of millions of potential commodities
which do not exist under competition, but each of which might come into
being under discrimination. Must we then divert resources in order to
produce all theee 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 exgain this.) To bring a large cepital
unit into being in this way may possibly delay the invention of a
smaller capitel unit for producing a similar service.
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_ INTRODUCPION.

The present phase in that ylong story of the
provision of the essentiel spcial service of transport-
ation is one whiech is of particular interest to the
economic theorist as well as to the economic historian.
Over a period of less than half-a-century the eutomobile
industry hes made enormous progress. It has, however,
heen only in the last twenty years that the ommibus and
the lorry have stemmed the trend of a century and once
again easserted the power of the road as opposed to the
rail. |

Daring the eighteenth century the canal began
to draw traffic from the road; in its turn the canal was
superseded by the rallway and to-dey it is the raillway
which has to fight agsinst the eompetition of the road —
the wheal has turned full eyecle.

"The rapid succession of cost-rédneing develop-
ments, which have charmcterised the growth of road
transport since the War, has been acoompenied by a
@eneral spprehension that the rete and degree of obso-
lescence thereby sustained by already existing forms of
transport involve adune degree of ‘'waste', the avoidance
of which is only possible by some form of legally emnforeced
protection; and that the more millions of pounds that are
known to have been invested in the older forms of trans-
port, the more deserving are they of some special dis-
pensation from the otherwise inevitable consequences of
such developments.™ 1.

This probln, then, of the competition of ‘
roed motor carrier with the older established tmspartaﬁon

service/..

1. "An Aspect of Gm;}étitien in Transport™ by G.J.Ponsonby
in Economice NHov. 1935 p. 448.
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service has became the domirdant feature of the transport

jndustry in slmost every civilised ecountry. Progress

seemed suddenly to have bescome wasteful snd legislatures

s

deemed it necessary to check this 'wasteful progress' by
the enforcemsnt of restrictive measures on the advance

of rosd motor transport.
sarvey the position in South Africa to-dey and as en

This essey is an attempt to

4ntroduction to this atudy, 1t 1is interesting to note

briefly the various sttempts made in other countries to

desl with the same problem.

. The rfollowing tsble, taken from an article by
H. M. Hellsworth on "The Fufure of Rall Pransport®,

Prof.

shows the decline in receipis axd expenditure on ccrtain'
Baropesn railways.

TABRLE I.
I
Summary oF RecetpTs ano Expenpiture — Serectep Euaorean Raways 19129-33
Rawway or |cogrency | |2 Hse 1! 132 1933
COuNTRY ' Huousand s thousands - | Housands Housands housand 5
Bercinn Bercian  REC. 3,546,095 | 3,528,540 |'3,090,130 | 2451, A8 | 2,329,911
NaTiongr RuY 4 ’ )
waL Ry, Francs  EXR 3066,823) 3,208,358 | 3023,94h | 2 620,u80 | 2, 342,960
Czecko- § C2ec vo- 3 : .
RLDVAK Sroovm& REC. 1,988,543 | 4,025,512 4,362,974 3)L,qoj 352 3,135, 516
State. Koy, CRowNS EKP 4, 44197 | 4 521 131 | 4 163,938 | 4 043 03 %
) )
;'F:Am;—e o FRENCH REG. 16110042 | 16,032,070 | /4,584,578 | 2 425 §0q | 1,707,912
an Line KLYS) A ) )
FRANCS EKP 12,669,028| /4,159,137 | 13,902,798 13,797,349 12,197,912
.Ge;:m:n GERMAN REC. 5353 534 4,570,311 3,548 66T, 234,318 295 j00
LY. MARKS EXP 93 IA ! >
6r B , AT 4,090,333 3,622,411 3 oco1,084 3,063,000
T bty -~
Man Ling Rey, | EREING & /i‘:”"% b HATe Nl sz | ks, 28
0 T 2 L A 139, 483 128,541 ’
ITALIAN e 21,936 %333
REC. ! . v
orare Roy LIRE 4,980,704 | 4,600,060 3,653,470 | 5,345,822 | 3,055 654
Bxe 4,379,632 4, 124,3% 3,573,490 | 3218, 465 | 3,190,135
JuGo-SLav. o gk : R T : e
crmee e, |pman 2680313 | 2455, 290 | 2,362,009 | 4975501 | 1,907,456
. EKP 2 688,422 | 2,132,332 2,642,506| 2,069,390 1,922,236
POLIS H ZLOTY R:C. |;sq(a)q0b ‘,‘058’,574 ) /,2‘731‘?‘73 l‘ooc') ’Zb gég)ooO
srare Reys. €K 1,613,894 | 1,331,520 | /157 306] 436,014 §10,700
zwems; SWEDISH REC, 208,150 201,580 /81,2 30 166,14 0 166 140
TATE  Ruys. CRO ’
ROWNS EXP /58,80 /57,370 | 156,640 153, 290 156110
Swiss SWISS Rk ' .
FC. s
feperat RuYs S 4313 420,546 389,450| 342,953 335,864 .
| FRANC S| .
’ ) EXP. 380,58% ZqI)AZO 253)2,52, 27% 361 262)5‘)6

1. Phe Boonomie Journsl Dec. 1934 p.540 Table IIIL.

ﬁé/.‘



The csase of this fall in receipts has not, of
course, been solely that of the competition of the roads,
the industrial depression and the shrinkage in internstional
trade have heen perhaps more importent faectors, yet it can-
not be gainsaid that the inrosds which the motor earrier
has bheen making into the treffic of the railway has had
serious effeets on the revenues of almost every rallway
system in the world.

In England the first legislative step taken to
meet the position ereasted by this diversion of traffic was
the passing of the Road Aot in 1930. It provided, amongst
other things, for the fixing of maximm weight and dimen-
sions for vehicles and for compulsory insurance agains&v
third party risks. In regard to passengsr transport,
the Ares Traffic Commissioneras were ampowered to determine
whether a serviee shall operate or nat considering the
requirements of the area served. Ais & result of the
Selter Beport — the Report of the Conference on Road
and Bsil Transport . the Road and Rail Traffic Bill was
onacte& in 1933. Under this ket a llcence to operate
mast be obtained before a motor transport service can be
operated. There are three types of licence designated
by the letters A, B and €. The first, or Public QGarrier's
Licence, must de cbtained by carriers transporting gpods
far third parties; the second, or Limited Carrier's
Licence applies to vehicles carrying goods either in
compection with the owner's business or for hire or
reward (it is walid for only ome year); the third epplies
to manufacturers or enterprises using their own vehicles
for their owmn purposes. Part II of the Aot entitled the
railways to grant special 'agreed' rates to any trader
after approval by the Rates Tribunal. A Transport Advisory
Gouncil to advise the Minister on questioms of transport

co-ordinetion/..



co-ordination has been established.

. In England the avowed purpose of legislative
interference has been to make the conditlons, under whioch
the two forms of transport operate, more equitable. Ths
progress of road transport is not to be hampered dut com-
petition is to take place on & 'fair basis'. The railways,
however, seem to have found the 'solution' by themselves
acquiring large interests in the roed tramsport industry.
An agitation is still proceeding for further protection
of the railways and for some restriction to be placed on
the use of thelr own transport by traders.

In the United States of Amsrioes no control is
exsroised through Pedersl leglslation though in individual
states restrictive ‘msures of verying effectiveness have -
been introduced. Certalnly 1t seems that in the United
States, which is the home of the mbtor industry, laws
designed to curtall the sphere of usefulness of the motor
car would be impolitic. Both the Inter-State Commerce
Commission (1932) and the Joint Committee of Railroad
and Eims Users, however, cmme to the same general
conelusions ... that there iz an excess of carrying
capacity of existing transport facilities due to competi-
tion of road transport under unequal conditions end that
Federal regulationa should provide for speciel authorisation
of motor transport compenies and that freight forwerding
companies and express freight companies should be made
subject to the Inter-State Commerce Act. (I have been
unable to asesrtain whether any 1egislation has been passed
%o implement these ;;ecc@endat,ions.) |

In Frence conditions of road and rall transport
co-ordinstion are governed by leglslation aimed et & |
suitable apportiomment of traffic between the rellways
and motor tr&nsip_ort respectively. .'!his is achieved mainly
by voluntery regionel agreements between representatives

of/..



of the two forms of transport. The public authorities act
as arbitrators when differsnces arise and when no agreement
is resched the arbitrator submits proposals to the Minigter
for the modification or suppression of existing services
or, in some ocases, for the establishment of new services.

In Germeny the sharp decline in railway revenue
during the five years before 1931 resulted in an emergency
decree being brought into operation on November 1, 1931,
designed to regulate both passenger and goods transporta-
tion. Passenger transport undertakings have to be sanc-
tioned by provineisl suthorities, who mst comider the
views of other transport suppliers and of the Chsmbers of
Commeres. Goods treffic up to a distance of S0 kilos. can
be conveyed without sny retrictions, but all goods ser-
viees over greater distances have to be licensed. The
operator is required to adhere to & fixed uniform tariff
which applies throughout the country and is framed so as
t0 eliminate those concerns who had previously succeeded
in capturing traffic from the railways by systematic
underoutting. It seems most likely that under the present
regime in Germsny this restrietion would have beén ex~
tended further rather than relaxed.

In Czechpslavekis all road transport undertakings,
Passanger or goods, have to obtain conecessions to operate.
Ko coneessions are granted which suthorise competition
with the State-owned railways or postal services. In
Aastria, also, application to engage in the business of
transport mast be made to the State authoritiss amd such
applications mmst be first referredto the railways, the
poatal authorities and the mmmicipal authorities for their
consideration. The first two have the right to institute

the proposed service themselves, in which case the applica-

tion is, of course, refused.

m/..
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of the two forms of transport. The publiec suthorities act
as arbitrators when differences arise and when no agreement
is reached the arbitrator sulmits proposals to the Minister
for the modifiecation or suppression of existing services
or, in some cases, for the esteblishment of new services.

In Germany the sharp dec¢line in reilway revenue
during the five years before 1931 resulted in an emergency
decree being brought into operation on November 1, 1931,
designed to regulate both passenger and goods transporta-
tion. Passenger transport undertakings have to be sanc-
tioned by provinclial suthorities, who mst consider the
views of other transport suppliers and of the Chsmbers of
Commerss. Goods traffic up to a distance of 50 kilos. can
be oconveyed without any retrictions, but all goods ser-
viees over greater distances have to be licensed. The
operator is required to adhere to & fixed uniform tarifr
which applies throughout the country and is framed so as
t0 eliminete those concerns who had previously succeeded
in capturing traffic from the railways by systematic
underontting. It seems most likely that under the present
regime in Germsny this restrietion would have been ex-
tended further rather than relaxed.

In Czechoslovakies ell road transport undertakings,
passenger or goods, have to obtain concessions to operate.
No comaessions are granted which suthorise competition
with the State-owned railways or postal serviges. In
Austria, also, application to engege in the business of
transport maast be made to the State anthorities smd such
applications must be first referredto the railways, the
postal euthorities and the mmmiocipel authorities for their
consideration. The first two have the right to instituts

the proposed service themselves, in which case the lpplica-.

tion is, of course, refused.

In/..



In Japan even more stringent control of the
motor transport industry is practised. Commercial trans-
port services are placed under the eontrol of the Rallway
Department, a State Depertment, and all applications to
open & new gervice mst be made tc it. In fact the State
railway authorities regard motor transport as purely an
auxillary service of the railways.

In Australia the position can be illustrated by
reference to Victoria. The Transport Regulation Act of
1933 established a Transport Board with regulative powers.
Commercial goods vehicles had to be licensed by this autho-
rity. Such licences were to be issued 'as of right' to
goods vehicles aoperating within a 35 miles radius of cer-
tain of the bigger cities such as Melbourne or Ballarat
distriet; operating within & 20 miles' radius from the
owmer's place of business; owned by a primary producer
under certain conditions,ete. In issuing or refusing a
licence the Board is to have regard 'to the interest of
the public generally, lncluding those of persons requiring
es well as those of persons providing transport facilities'.

This brief survey of the measures taken in various
countries to restrioct the effectiveness of ecompetition
seems very strong evidence in justification of the peliey
edopted in South Afriea. It is indicative, however, merely
of the wide-spread nature of fallaclous reasoning on this
question.

In South Africa, as in other ecountries where the
railways are State-owned, the issue of the road versus rail
question is somewhet simplified. In such circumstances
where the railways are the property of the people it is
proper to judge the protection given to the railweys aolely
by the criteria of the public interest. In this country |
there are no vested interests of ownership which might be

Justificetion for plecing restrictions on the aperation of

private/..



privete transport agencies.

In Chapter 1.scms indiceation will be given of the
extent of road motor competition with the rallways prior to
the enactment of the Motor Carrier Regulation Acts. The
provisions of the prineipal Act and the amending Acts will
be given in some detail and an investigation made into
how far competition has been elimineted. The remaining part
of the essay will deal with the thsory of the problem. In
this section some consideration will be given to the manage-
ment of the South African Railways and to its rating poliey.
In conclusion certain suggestions will be:put forward to
seoure a cheap, efficient service of transportation.

It must be noted that this thesis deals with the
elimination of competitive private road operators i.e. it
will not discuss the substitution of road metor service

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



CHAPTER 1.

ROAD MOTOR TRANSPORT COMPETITION
WITH THE RATILWAYS PRIOR TO 1930:-

Unfortunately there are noc detailed statlstics avail-
able to illustrate exmctly to what extent the South Afri-
can Beilways were affected by the competition of private
roed motor earriers. Date regarding the tomnage of goods
conveyed and number of passengers carried by road transport
before 1930 are not ascertainable. A consideration of the
ennual reports of the General Manager of the S.A.R. and
the references to the competition of privaté roed operators
therein is, however, enlightening.

In his report for the year ended 31lst Merch, 1926,
there sppears a general statement thet the Railway Admini-
stration has to contend with competition from road transport
agencies. In his report for the following year, the General
Manager ennounced that competition 'may be considered as
having reached the stage where it threatens vitally te
jeoperdise State interests. ...... My view is that the
problem of roed motor competition in its relationship to
our railways should be a&ttascked wholeheartedly and without
déiay. Qtherwise there is considersble danger that the
Administration's finanociel postion may be very seriocusly
impeired.® 1-

Fran the report for 1928 it seems as if the revenues
of the Administretion were being markedly affected.

"The situation ereated by the growth of roed motor
competition is becoming more and more acute &s time goes
on, and has given rise toc mmch coneern as there is no

doubt /. oo

x. U.G. 34, 1927, pp. 14 - 16.



doubt that the railways are being deprived of an appre-
oiéble emount of their leglitimate traffic.

"Passenger transport has been most seriously affected.
On the Capetown-Wynberg section, the number of passengers
travelling 1is now about 270,000 fewer per month 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
considerably between Capetown and Bellville, and Somerset
West and the Strand. Competition with the Administration's
rail passenger services is also taking place on other systems,
for instance, between Durban and Pletermaritzburg, on the
North and South coast lines of Natal, as well as on many
of the branch lines; and in the suburban areas of Pretoria
East London and Port Elizabeth.
| GLs’far &s goods services are concerned, the principal
points of competition are in areas in which there are large
distributing centres. From Capetewn, for instance, private
roaed services radiate to Simonstown, Stellenbosch, Piquetberg,
Woreester, Robertson and even to Bredasdorp. Some are regu-
lar services, others are occassionel. In the Cape Midlands
there is competition between Port Elizabeth and Uitenhage,
and Mossel Bay and Oudtshoorn. - The Natal system has to
contend with'campefition.between Durban and Pletermaritzburg,
Bivarsdglé énd Harrismith, and meny locel services such as
to Verulam and Stenger. In the Pransvaal road services are

chiefly in evidence in the Johannesburg and Pretoria arees."” 1.
" Next year the taeking-up of the Sea Point line is noted.

"All efforts to inerease the popularity of the Sea Point
iine proved unaveiling .... By the end of the year 1928
the rate of loss of working haed increased to approximately

" 3;
#4?, 000 p.a. The/“

1. y.¢. 54, 1928, pp. 13, 14.
z' U-Go 50, Im, po 310
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The General Manager also points out that the intro-
duetion of a fast, freguent and efficient electric train
service from Capetown to Simonstown has still failed to
check the diversion of passengers. (One would like to know
why the suburban residents were so obtuse as not to teke
advantage of these raéilities.l

"*During the eight months before electrification the
loss on the Simonstown line was at the rate of thoo p.&.,
the loss under electric working for eight months was at the
rate of 2215,000 p.a., and the totel loas for the twelve
months ending October, 1928, was computed at £250,000." 1.

The chief competitive factors with which the Reilway
Administration had to contend were (i) private cars (ii) taxis
(i111i) ommibus services (iv) charsbanc servidges (v) tramway
services (vi) motor lorries owned by traders emd firms
{vii) motor transport companies (viii) farmers' motor trans-
port (ix} ox end donksy wagons.

TABLE IX.
MOTOR VEHICLES LICENSED IN THE UNION : 1833-1938. 2°
” MOTOR CARS & TAXIS. % Increase

Year Cape Natal Transvasl O.F.S., Union ;‘;;‘f. previous
1923 - - - - 38,815 -
1924 - - - - 50,419 29.80
1925 - - - - 63, 030 25.01
1988 35,200 9,887 23,812 11,508 80,347 24.47
1927 41,600 11,301 29,338 13,780 96,019 19.51
1988 48,585 812 34,813 15,792 113,002 17.69
1920 55,804 16,137 31,888 17,3351 130,560 15.36
1930 &7,%{ } 521 42,7113 17,736 135,177 3.0
1831 57, 8,495 45,855 16,388 138,072 2.14
R g emd e m
Eﬁ aeizgé 23,34 2,054 i’s:ava 184,555 20.23

35 98 26.352 686.034 21 712 212 767 _15.29

1923 - - - - 1,989 -

1924 - - - - 3,382 67.0
1925 - - - o5 4238 28.18
39 i B BB 52 588 8

3 if | |
1928 6,235 1, 3,198 544 11,672 .18
g2 7,756 2,026 4,176 811 14,768 28.5
1930 8,602 2,351 5,431 1,023 17,407 17.86
e per S we paw e
1933 ajg%f 2,382 6,659 0 18,859 5.30
193¢ 11,052 2,989 9,350 1,1 24, 549 $0.17
1935 12,523 3,525 11,509 1,381 28,838 17.88
‘m:QBQ/oo

L. 5.a. 50, 1929, p. 22.
2. obtained from Year Books, Cape Argus.
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These figures show that competition from the private
car, texi, emnibus and lorry must have been tending te
inorease until 1930. The fall in the rate of increase in
private cars and taxis for the next four yeers was due almost
entirely to the severe trade depression, but the fall in the
rate for buses and lorries wes in part due to the enactment
of restyrictive legisliation. The rising figures for the
yoears 1834 and 1935 are indicative of the strong revival
in trade conditioms in this country.

In Annexure B of the Memorandum submitted by the
General Maneger of the S.A.R. to the Road Motor Competition
Commission (1929}, & detailed statemsnt is given showing
the aress in which competition existed with the services
of the Administration. 1:

The Cape Western system suffered both fram pessenger
and goods ecmpetition. Pesssenger transport compenies were
partioularly active on the routes:- Capetown-Sea Polnt -
Camps Bey; . Capetown-Obssrvatory-¥ynberg-Muizenberg;
Capetown-Nowbray-Athlone; Capetown-Maitland-Bellville;
Capetown-Milnerton; Somerset West-Strand; Graafwater-
Clanwillism-Calvinia; Worcester-¥illiersdorp-Klgin;
Gouda-Porterville. On branch lines parties of pecple
ecombined to hire cars - in perticular many excursion
parties of coloured people used hired lorries instead of
the railways. It was prediocted that competition would
inerease on the routes:- - Capetown-False Bay resorts;
Capetowmn~Bdqlville-Euils River-S8trand; Cepetowmn-3tellembosch~
Paarl and Capetown-Malmesbury.

'As regards goods traffiec, in the Cape Peninsula
almost &l1 the higher-rated traffic is now being handled
by roed; the diastricts meainly affested beyond the Peninsule area
being:~ Capetown-Helmesbury-Piguetberg; Capetown-Kuils
River-Strand-Caledon-Bredasdorp; Capetown-Paarl-Eugnenot-
Wellington/..

1. Yolume III of the Evidence.
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Wellington-Woreester; Capetown-Stellenbosch; Capetown-
Bobertson; Hutchinson-Loxton. No regular services are
operated but goods are transported when traffic offers.’'

In the Cape Esstern system passenger services were
operated between East London-Kingwillismstown; Bast London-
Cembridge; Taerkastad-Cradock; ERast London to stations in
the Transkeimn Territeries and to Maclear. These services
were mainly for natives. A considerable smount of the
petral traffic from East London to Butterworth, Idutywe,
Umtate and other places in the Transkeian Territories pessed
by road.

In the Cape Midland andVCape Northern systems, the
competition was not serious though in Port Elizebeth sub-
urben srea passenger services were active and large quanti-
tles of petrol were conveyed from Mossel Bay to Oudtshoorn
by road.

In the Natal system in the Durban aree passengers
end goods nre‘ conveyed between Durban-Hillerest; Durban-
Cavendish; Durben-Clairwood-Jacobs; Durban-Isipingo-Verulam-
Stanger; | Durben-Umgeni-Mt. Edgecombe. On the mein line
goods ahd passenger compeflition was strong from Durban to
Maritzburg end to Harrismith (goods) and from Umlaeas Boad-
Meritzburg (passenger).

In the Free State system passenger services operated
between Philippalis Village-Springfontein; Jagersfontein-
Trompsberg; Jagersfontein-Feuresmith; Reitz-Petrus Steyn;
Thwnissen-l’inburg; Petrus Steyn-Bethlehem; Petrus Steyn-
Lindley Road.

In the Western Transvaal system there were Buropean
bus passenger services between Johannesburg-@armiston;
Johannesburg-Main Reef; .Tohénnesburg—ﬁo dderfontein Dynmiﬁé
Pactory; Banoni-Allisnce; Benoni-Geduld; Benoni-Brakpan; .

' Springs/..
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Springs-Largo Collieries; Erugersdorp-Bobinson; Germiston-
m.andttoﬁtein-msmg; Gérhiston-menvale. Dtli'ing holidays
and on Sundays privete bus compenies arranged excursions
between Johaﬁne;burg and points of interest in the Transvaal,
such as Pretoria, Hartebeestpoort Dem, Verseniging. Goods
traffic was coﬁvéyeti Bétween Johannesburg and Rivonia and
pétrdl between Sﬁndspmit-ﬁmerspoort.

' In the hste»rn‘Transvul system there was strong
passenger competition in the Pretoria suburban aree end
severe goods traffic competition between Pretoris end

Johannesburg.

E’o.‘ of Ordinary Passenger Bookings
en Saburban Lines, 1924-30. 1.

TRTEToun Crpes | 192425 /92526 | 292627 | /927-258 | /928 29| /929-30
SUBURBAN AREA 9,268,338| 995,95 | 9750,965 | 9,447, 595 | 9,256,689 | 7,935,139
POELZ/—\B‘ETH' §35,/45 795234 819, 302 516,248 743,218 664,159
EASEON DON 283,125 1 306,677 323,208 336,558 | 276,110 275, §93 ‘
JOHANNESBURG 5,618,196 | 6,022,196 | 5 908,373 5934, 316| 6,009,311 | 6,073,35§
PRETORIA 4t Sk 42,969 §509,029| 756,500| 10,877 | 744, 20/
DURBAN 1,64s, 403 | 2,065,412 2,029,322] 2,024,387 2,021,826| 2,008,962
PIETERMA%)‘L%— 74,919 vE, 640 - Ho, 11§ 0, 924 69 473 | ¢h, 936
RLOEMFONTEIN /1l 728 Mat, 499 46, 21 1SL L5 766,556 757,135
TOTAL |Fest | 752,785 | 7882176 | 7,679,216] 2255,329] 6,722,129 | 5,485,04§
CUBURBAN| =D AT o8t A56; 625 502 b IS S LA S 1y P03 00
Tuwp | 6,380,832 | 6,972,610 | 7 021, 389 7,24763| 7553 112| 7,537,665
AREAS G?OAT:EK 78,118,698 | 20,181,579 | /9,657,128 | /9,530,267 /9,294, 26|17, 925,813

This Teble illustrates how passenger treffic was
being diverted to the road omnibus services - it mast be
remenbered, too, that the population of these areas wes
ihdrea-sing over this period. In’ Appendix I a table 1s
given to show the position on the Capetown-Wynberg route
where the competition was most severs. These results are
not unexpected because the demand for passenger service
1s relatively elastic ccmpared with the demand for jocds

traffic. Rven where the railway fares were the seme or
less/..

1. Figares obtained from Appendix IV, Memorandum ibid. p.l0.
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less then the fare by'bus, the greater convenience and
accesaiblility of the 'ue services wes sufficlent to cmuse
this chenge aver in demand. The line from Capetown to

Sea Point is a good case in point. This line was electri-
Iled atl huge expense and provided =& dheqj and frequent
service but it was unable to meet the competition of 'buses
which depasited and picked up passengers closer to their
homes. The omnibus always possesses the big advantage of
flexibility. Eventually the Sea Point line was taken up.

As regards goods traffic, competition had not yet
reached the stage where it was actuaslly diminishing the
total volume of high-rated traffic of the railways. This
wes the view of the Departmental Railway Tariffs Inquiry
Committee, 1930:-

*It is popularly supposed that the Administration has
already lost a large volume of high-rated traffic for short
distances and that its position in this respect 1s already
extremely precarious. It is, therefore, of interest to
note that, although traffic is being conveyed by road, the
volume of high-rated traffic conveyed by rall for short
distances has not diminished. On the contrery, it has
Increased substantially." i'

TABLE IV.

INCRRASE IN HIGH-BATED TRAFFIC, CLASSES 1 - 6,
: FROM 1925 - 1829.

Increase for year ended 3lst March,l9£9 over year

Zone ended 31st March, 1925.

- ¥ons Percentege
1-50 miles 157,313 28.1
81-100 * 78,276 3.4
X01-15C * 41,587 a3z.2
151-200 * 51,369 . 49.4
201-250 " 3,687 37.1
251-30G * 63,560 60.7
1-300 * 425,712 32.9
S01-400 106,848 38.%
401-500 * 0,564 6.9
A1l dlstences
1-1800 miles 756,817 35.2
X.

Ch.IV.p.24
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It is, of eourse, to be expected that this increase
in tonnaga should have takan place Iith the normal increase
in 'crade and produetion during these rclatively prospercus
years. It is hovevor aigniticant that the percentage
increase in goods carried at rates 1 - 6 was 35.2 % (for all
distances), while the increase for rates 7 and lower was only
14.7% over the same pericd. The assumption can be made that
the com;petition had not yet reached very threstening pro-
portions. The object of the Dept. Gomnittee in eomzpiling
these rigures wes to disprove the accusation thet the rate
policy of the Administration was destroying the high-reted
'trarfie: and that therefors there Vtas no need for the Admini-
stration to introduce panic rates. If this was true, then
eqnallyv the:-re was no need ror the panic, restrictive legis-
_lation that 'as anbsequently passed to protect the revenues
of the Ldministration.

The Gomittea foresew this obiectiun, *It would, hor-
ever, be very unwise to deduc;e frqr_n the foregoing facts
'I;hat the positioh of the Administration is not seriously
threataned by med motor competition. AIn our jucignent the
potential danger to the Railway Administration through
road motor competition, is very grave indeed." x.

If then fhis potéhtial danger 1s admitted, the fact
is inescapable that the dsnger came from the peculiarly
disoriminating rating policy of the South Africen Railweys.
The nbgt valnerable point of attack for road moter compe-
tition ns’ of course the high-rated traffic for short
di stances (thé exceptionally high tariffs are in part the
rasuit of excessive 'tapering') and, more particularly,
the high-rated short‘ distance traffie to branch lines
beeause of the principle employed of 'splitting' dranch

| line/..

* p.15 para. 78.
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line rates, i1.e. instead of the mileage schedule rates

applying for the throughout d&istance, the rates are charged

seperately over the mein and branch lines (e.g. the rate

for coﬁreying 100 1b. et Class 1 over 150 miles of mmin

line was 56d4. as compared with 63d. for 100 miles of main
«plus 50 miles branch line.).

Kgain and agaiﬁ in reports of the General Maneger,
in cﬁdence given to the Road Motor Competition Commission,
in #tatements in the Press, in debates in Parliement there
appears the aocusatidn that the''motor lorry is taking the
cream of the trﬁrfic". It i8 cl ear that to ascertain the
real reasons, which led to the passing of the Motor Carrier
Transportation Act, a ecareful examinstion must be made of
the tariff poliecy of the Administration. The financial
success of the Railways had come to depend on a position
where a relatively small volume of high-rated traffic con-
tributed the major part of its reeceipts from goods traffic.
In & stetement mede by the Chairmen of Hoad Motor Competition
Commission auring the taking of evidence, the precarious
nature of the S.A.R.'s position was made clear:-

*You have this position, then, high-rated traffic car-
ried by rail smounts to about 2% million tons per annum
and the revenue earned is £9,250,000; the low-rated traffic
is approximately 18 million tons and the revenue earned
£7,850,000, so that 12% of high-rated traffic produces
£9,000,000 in revenue, while 88% of the traffic (the low-
rated percentage) only earns £7,2850,000."

The BRoad !btor Commission summed up'the position as
it was in the Union at that date, 19&}:-

"We are satisfied from the evkiden:;e that there is
serious competition in public transport. The campetition
is, naturslly, most intense in, and in the neighbourhecod .
of, the larger centres, but it is by no mesns confined to -
such ereass. There is a distinet tendensy for the competition

to/..
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to spread further afleld, the road competitors gradually
extending the range of their operatioms .......

frhe competition assails mainly the higher-rated goods
tratti¢ and the short-distance passenger traffic of the
s.AR* I | |

Ih subsequent chaptera the changing nature of road com-
petition will be indicated. When the Transport Board had
brought the operutqrs of transport agencies under control,
ocompetition rrdm tiaders and ﬁerohants using their own
lorries and from seven-seater taxis increased to suoh &n
extent that the Administration wes egain foreed to sesek
legislative protection. Unfortunately for the General
Manager of the Rallways the ox- and donkey-wagons were
resurrected and the Adminiatration is now clamouring for

still more protection. 2.

1. Road Motor Competition Ganmission (1929 U.G.8 1930]

p.16 para. 74.

2. 1t would bo interesting to have details of the compera-
tive charges of the two forms of transport, i.e. of road
and rail transport, but they sre daiffioult to obtein. In
1928 the railway fare batween Port Elizabeth and Walmer
was 20/~ for 60 tickets, and while the bus fare was 4/—
for 16 tickets, the saving in time by road was nearly
ten mimtes. To instamee the time saved by motor-srans-
port - the railway in 19828 took 24 hours to complete the
distance of 72 miles between Batterworth and Bast London,
the normal time taken by car was 4 hours.
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CHAPTER 2.

THE MEASURES TAKEN TO MEET COMPETITION.

In the early stages some attempt was made by the Admi-
nistration to win back traffic by the normal business
practice of improving the efficiency of the Reilways. For
Instance, to meet the competition for suburban pessenger
traffic in certain cases, such as the Capetown suburbs,
the train operation was electrified, more freguent services
were introduced, new stations built end on the Capetown- |
Wynherg line cheaper fares were instituted in April, 1929.
Fo regain goods traffic lost to the road, certain modifica-
tions in the rates were made and improvements effected in
the collection, transport end delivery of goods. Complaints
were redéited 'ith greater atténtion and publicity campaigns
carried out.

Thé first legislative step was taken when Railway
Reguletion No. 282 was promulgated. This regulation
enforced Seation 3 (b) of Act No. 22 of 1916. By this
segtion the Minister of Railways was empowered to differen-
tiate in the charges for wharfage dues on goods coming in
through harbours as between (a) goods imported by persons
end firms who contracted to have all their goods conveyed
by rail between any points where, in the opinion of the
Minister, there was competition between rail and wagon or
other wvehiecle for the cohvayanoe of such goods, and (b)
goods imported by persons and firms who did hot so contract. 1

The regulation was gazetted on June 27, 1830. It im-

posed supplementary wharfage dues of 1/- per 100 1lb. on
goods. ..

1. This Aet was first introduced in the old Cape Parliament

in 1908 to meet the situation that arose from ox-wagon
competition. It was effectively used 22 years later
to meat competition from & mechanical wagon.
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goods imported into the hhrﬁours of the Union or South West
Africe. TheAaaditional'éh&rge was to be levied on those
who did not make contracts with the Administration. Over
7,000 such wharfage contracts were signed and the amount
collected in resbect ot the supplementary dues up to the
3lst March, 1931, was only £1,481.

"kl though the sstem of wharfage contracts is of
limited scope, it has; neﬁertheless, served a most useful
purpose in checking the indiscriminate use of competitive
road transport and in safeguarding railway revenue during
& period of finsncial distress." 1.

Another coercive device adopted by the Railway Admini-
stration was 'The Transport Reciprocity Clause' in its
tender forms. This clsuse provided that succeasful tenders
mst be prepared to have all their goods transported by
the Administration's sewvices -~ rail or roed.

Considerable public opposition was aroused by these
two measures and there is no doubt that they represent the
worst abuses of monopoly power, particularly by a State
department. They differ only in degree.from the ihiquitoua
system of secret rebates which was a common feature of the
American Railroed Companies in the last quarter of the
nineteenth century. 2-

- In 1929 the Government appointed the Road Motor Compe-
tition Commission to investignte and report on:
'(1} the whole problem of road motor competition end
its bearing upon the roead motor and the railway
services of the S.A.R. Administration having regard

(a) to the fact that the main transport system of
the/..

1. General Mansger's Report for 1931 (U.G. 37,1931) p.20.

2. These measuras were only stop-geps and designed to stay
the rapid fall in rewenue which was so accentuated by
the depression of 1829.



the country is stete-owned, iIn which vast sums
of publie money are invested, and (b) to the
country's needs for its economioc development; and
(2} 11 the measures, if any, which should be adopted
for the better regulation, eco-ordination and con-
trol in the public interest.' (Terms of Reference.)
Meny accusations were made by various publie bodies
that the Commission was biesed from the beginning end that
it was guided solely by the interests of the Railways. It
was suggested that the terms of reference were such that
the recommendations of the Commission were formulated with-
out consideration of the evidence. The Report of the Com-
mission was, however, not completely one-sided. It is true
that the Commission seems to have accepted quite uncritic-
ally the stock arguments urged in most countries for the
control and co-ordination of transport and the suppression
of 'wasteful' competition. On the other hand it was admitted
that competition of private operators had done a good deal
to inorease the efficiency of the Railway Administration.
While granting that the Railways suffered under certain
disabilities and that the competition was not 'fair® in
its incidence (e.g. motor transport did not contribute its
propsr share to the maintenance of the roads), the Commissian
expressed itself as resolutely opposed to a State monapoly
of trensport. "The evidence against such a proposal is,
however, overwhelmingly strong - in fact, almost unanimous....
Moreover we are satisfied that a measure of compeition in
public transport is healthy and desirable.™ 1.
The Commission made the following recommendations,
amongst others, to Parliament;-
(1) 'There should be no monopoly of public transport on
roads, & measure of competition being accepted as
healthy and desirable.

(1) There should be remsonable control and regulation of
public/..

Io - o) - wnes (XA



public road transport, and, for the purpose of
exerclising control, a regulatory body - a Roead
Transportation Board - should be created with
definite functions and powers. This body should
be independent in cheracter, representative of
diverse interests, and free from politiecal control.

(1ii) 'Transportation areas' and 'trensportation routes'
should be preseribed by the regulatory body in and
over whioch areas and routes it should exsrcise oon-
$rol over all public road motor trensport. It is
recognised that in many sparsely populeted &reasf
the need for such control may not yet exist.

(iv} No one should be permitted to engage in any form
of publie transport by road in such ereas and
over such routes save under & 'public service
licence'.....

(vl A tcertificate of pudblic oconvenienece and necessity’
and the compliance with conditions recommended in
peragraphs 102 and 103 (provision of adequate third
party insuresnce, complisnce with published scale
of fares and time-tables and with wage regulations,
ete.) should be made prerequisites to the gramting
of a liecence to engage in any form of publie trans-
port in transportation areas or over transportation

routes." 1+

When the Motor Carrier Transportation Bill ‘to provide
for the control of certaein forms of motor transportation
and matters incidental thereto' was introduced into the
House of Assembly, the principle of control met with prac-
tically no opposition. The recommendations of the Com~
mission were, iIn general, acaepted without mmeh alteration.
The Opposition Party did indeed meke & strong attempt to

secure/..

x. p. 54 para. 208 (f£)-(v].



secure the full politicel independence of the proposed
Transportation Board. 1

The Motor Carrier Trahqurtation Act (No. 39 of 1930)
was placed on the Statute Book on June 5, 1930, and came
into foree on January 1, 1931,

By this Act a Central Road Transportation Board with
subsidiary local boards was esteblished and empowered to
Investigate any matter relating to motor earrier transport-
ation in the Union and to submit recommendetions thereon
to the Minister of Railways. In the original Act 'motor
carrier transportation' was defined as follows:-

'Motor carrier transportetion' means transportation
over eny public road for reward (&) of any person by
means of any motor vehicle (;) designed to carry more than
eight persons including the driver or (ii) not designed
exslusively for oconveyanee of persons and personal effects,
(b} of any goods by means of any motor vehicle &esigned
iholly or partly for the carriage of goods (other than the
personal effects of persons travelling thereon).'

Gn the recommendation of the Board, the Governor-
General may, by proelamation in the Government Gezette ,
define any area as a proclaimed transportation srea and
any public road as a proclaimed transportetion route. Once
such areas and routes have been procelaimed any person
desiring to engege in the business of motor carrier trans-
portation in such ereas and over such routes must apply for

a motor/..

1. The recommendation of the Commission regarding the
removal of certaln disabilities on the Adminlstration
was adopted by the enactment of the Railways & Harbours
Regunlation, Control and Management Act, 1916, Further
Amendment Act No. 40 of 1930. This empowsrs the Admini-
stration to engage iIn motor carrier transportation: pro--
vided that in respect of vehicles used for carriage of
goods by road within e munieipal area other than to end
from the reilways, the Admin. shall be liable for the
payment of any tax or licencee moneys levied on similar
vehicles by the loeal authority.



a motor carrier certificate to the Board or local board;
and anybody who operates without such certificeats, or other-
wise than in accordance with the provisions of the certirfi-
cate, is guilty of an offence. .

Local boerds ere appcinted for every proclaimed area
and for every proclaimed route other than a route falling
wholly or pertly within more than one proclalmed area. The
local boerd exercises similar functions for its own area
or route as are exesrcised by the Central Board for the arsas
under its Jjurisdietion. _

The main funoctions of the Board are (1)'to determine
from time to time the volume and nature of motor carrier
transportetion which shall be permitted to operate aver any
proclaimed transportetion route falling wholly or partly
within more than one proeclaimed transportation aresa;and
(2) to receive and consider applications rof motor carrier
éertificates for motor carrier transportatioh over any
such route and for thé amendment of amy such certificate
previously issued and in its d&iscretion to grant or refuse
such applications wholly or in part, subjeoct to the pro-
visions of this Act.® 1.

It 1s provided in the Act that the motor carrier cer-
tificate issued by the Board or local board shall specify:-
(2) Person in whose favour it is issued; (b) period of
issue; (¢) class of motor carrier transportation in respect
'herebrvit is issued and where sueh»transportaticn relates
to persons the class or classes of persons who may be con-
vayed under such certificates (d) the particular wvehicles,
identified in such manner as may be prescribed by regule-
tion, in respect whereof it may be issued; (e} the routes

along which or the area within which the vehicles to which
1t/..

1. Saeetion 5 (b) end (c).



it refers may be uased in motor carrisr trensportation.

Purthermpore the Board or loocal borrd is empowered to
reqﬁire the holder of any such certificate (&) to operate
any vehicle to whi#h the certificate refers, solely betwaen
spaeified places and according to a specified time-table
(b) to publish the scale of charges accepted by the Board
or local board upon the grant of his certifieate and adhere
%o such charges for a reasonable period of time end (e¢) to
campiy with sﬁch further conditions as may be prescribed
by regulation.

| In issuing certificates the Board and local boards are
to be guided by fhe following genersal 'principles'. Firstly
when oconsidering an application the Board shall publish
p&rtioulara of the applicetion end afford a hearing to
interested parties; tha Board is to consider whether the
applicant is likely to carry on under satisfactory condi-
tians regarding regularity of service, wages, etc; the
transportation requiremsntg of the publie on the particular
rbuté and existing tranéportation facilities; the nature
of transportetion to which application relates and the
re&soﬁahleness of the pfoposed chargas;‘uhether thé trans-
port to wﬁich application relates will adversely affect or
assist any other transportation facilities and whether it
can be co-ordinated with such facilities 'in & manner
whioch is economically sound end advantageous to the publie;
any other facgtors which in the opinion of the Board may
affect the question wheﬁher it 1s desirable to grant such
application; the views of any effected local authority.

It 1s quite emsy to see from the nature of these
detailed instructions that the Boerd was intended to give
the fullest protection to the Railweays and this is borne out
by the positive injunction in Section 13, Sub-seetion (3) - -

"Whenever any transport facilities in existence within

anY/ XS



any area or over any route, are, in the opinion of the Board
or local board concernsed, satisfaoctory and sufficient to
meet at a reasonable charge the transport requirements of
the public within the area or the route, the Board or loeal
board shall -not grant any certificate in respect of any
motor carrier transportation within substantially the same
erea aor over gubstantially the same route with such trans-
portation faeclilities.™

The period for which a certificate may be issued shall
not e:oeed S5 years; provision is made for renewal and for
the issue of temporary certificates in conneetion with par-
ticular events. Appeals from the local board to the Board
are also provided for in the Act.

The powers, thay entrusted to the ocentral and local
boards are very far-reashing. They sxereise practically
eutoeratic eoﬁtrol over motor carrier transportation and,
s shall be shown below, they interpreted their instruc-
tions to imply the almost total suppression of competition
between private transport operators and the Railway Admini-
stretion and between the operators themselves.

By Seotion 12 of the Act, however, the boards were
compelled to issue certificates to any person who, on
dJanuary 1, 1931, was oceupied in any motor carrier trans-
portation in any proclaimed area or toute and could satis-
fectorily prove that on PFebruary 28, 1930, he was engaged
on substantially the same transportation and afforded suesh
transportation efficiently and at a reasonable charge.

S8uch certificates were made subject to review after 6
months and then might be amended or cancelled if the trans-
port faeilities were in excess of public requirements.

Section 15 makes it illegal for any person who has
been issued a certificate to refuse,without sufficient
reason, toc convey any person or goods which he is authorised
to ocarry. Rurther it is illegal for him to depart from his

published/..



published tariff of charges (if any) or to make a higher or
to make a higher or lower chérge then hs ordinerily makes
under similar circumstances. Remuneration in kind is pro-
hibited. This is probsgbly the most valuable section of the
Aot. It imposes something similar to the "common carrier”
prineiple on the transport company and prevents the use of
diseriminating monopaly power as between different purchasers.

It is the more valuable in that, as we shall see
below, a large measure of local monopoly is granted to such
ocompanies. The Aet provides for adequate security against
loss of third partiaeas and also lays down that no member of
the Railway Administration is to serve on the Board or local
boards. This is an important principle for securing impar-
tielity of the boards' decisions, but in practice the Admini-
stration had no need for representation to secure almost
complete absolution from motor carrier competition.

In his report fer the year ended 3lst March, 1931, the
General Manager of the S.A.R. noted that, "Owing to the
adverse effeet of the trade depression upon traffic returns
it is not possible to give comparative statistics indicating
the extent to which competition with the reilways has dimi-
nished during the year under review, but from general observa-
tions it can be stated that the railway revenue has benefited
considerably and will still further improve as the provisions
aof the Act come fully into effect." 1.

It 1s pointed out that the prdtection afforded for six
mnnths to those already engaged in transportation would
lepse after July 1, 1931, and that the 'present unrestricted
competition in the proclaimed areas will then cease!. It
would, however, be a bad mistake to imamgine that the General
Manager was sstisfied - like QOliver Twist he eried for more.

Wwithin/..

X.
(U.G. 37, 19831} p. 21.
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Within the terms of the originsl Act, the conveyance
of any goods sold or being conveyed for sale by the seller,
by & motor vehiecle belonging to him, in the course of the
delivery of those goodé‘to their purchaser or to the plaoce
of sale or by & purchaser himself, did not constitute con-
veyence for reward. This report for 1931 stated that the
exclusion of such transport from control had led to & rapid
increase in the number of vehlcles owned privately by firms.
Many people engaged in the business of motor carrier trens-
portation evaded the Act by taking out trading licenees so
egs to represent the goods carried as their own property.
The view of the General Manager was that "the transport of
such goods (commodities of regular and quick sale) over long
distanges in the course of trade distribution is essentielly
the transport of public traffic ..... 'Hired' long-distance
public road transport will eventually disappear and be
superseded by long-distance road transport operated by the
traders and distributors themselves™. 1. This Report also
complained ef the growing practice of using seven-seater
taxis to operate regular servieces between defined points and
therély evading the necessity of taking out a certificate.

When the next Report of the General Manager &ppeared,
the review of eertificates issued under Seotion 12 had bheen
made by the Board and the eliminstion 9r many services 1s
reflected in this Report.

"During the year under review, rallway revemue bene-
fited considerably, as a result of the action taken by
the Road Transportation Board and sﬁbsid&éry boards appointed
under the Motor Cerrier Transpordation Act to eliminate road
transport services in excess of public requirements.": 2.
The Report continued thet these benefits in the oase"or
pessenger traffic were being increasingly nullified by the
use of seven-seater taxl-cabs, especially in the Transkeian

territories/..

1. Inid. p 22 (in Report)
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territories, as omnibuses and, in the case of goods traffic,
'by the increasing use by traders and industrielists of
their own motor vehicles for the carriage of goods over
wvide aress adequately served by railwey’. 1.

Under pressure from the Railway Administration and
the RHoad Transportation Board, an emendment Act was passed
by the Govermment which extended the scope of the defini-
tion of 'motor carrier transportation'. By the Motor
Carrier Transportation Amendment Act, No. 31 of 19838, the
definition was altered as follows:-

'Motor earrier transportation' meens the conveyance
of any person or any goods on any public road by means of
any motor wehicle, (i) for rewsrd; or {(ii) in the course
of any industry, trade or business of whatever nature; or
(111) by means of a motor vehicle the use whereof has been
obtained for reward, provided that -

(a) conveysnece of farm products by their producer by means
of a motor vehicle belcnging to him; end

(b) conveyance by a farmer of his own ferming requisites
to the place where he intends using them, by means of
any motor vehicle belonging to him, and

(¢c] comveyence of not more than seven persons simultsneously,
including the driver, and of personsl effeects, and of
any goods intended for their own use or consumption,
by meens of any motor vehlcle designed or intended for
the conveyesnce of not more than seven persbna, if such
vehiele is not used for regular cenveysnce of persons
for reward between partioculsr places where reasonable

fecilities are aveileble for their conveyance over the
greater portion of the most practicable route between

such places, by railway or by mesns of any motor wvehicle

issued with a motor ocarrier certificate. cesecrensne

shell/..

1. u.6.38, 19032, p.37.



shall not be regar&ed as motor'oariier tfansportation for
purposes of this Act.' X.

The effect of this was, of course, to bring the trans-
portation by merchants, industrialists, etc. of their own
goods within the control of the Road Transportetion Board and
to place some restraint on the evasion of the law by the
texis operating as omnibuses. Exemption from the obliga-
tion to take out a certificate mmst, however, be granted
'(a) for eonxéyanee of goods within any ares defined by

reguletion (which may be determined differently for

different classes of transportation or for different
localities) by their seller for 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
person to any plece where he or some other person in-
tends to exhibit them, by means of any motor vehicle
belonging to the owner of such goods or to the person
conveying them; or

(b} for conveyance”ar goods by their owner from any place

| to the nearest rallway station or town by means of
any motdr vehicle belonging solely to such owner.'

Farther, exemption to take out a certificate may be
g:antéd for the conveyance of goods in the area of juris-
diction of a eity council, town couneil, etc. with a popu-
lation of not more than 20,000 persons; or goods by any
motor vehicle acquired by a local authority for reweard
within the ares of jurisdiction of such body; or ferm pro-
ducts from ferm to the nearest town; or to parties of stu-

dents, sporting teems, eto. If no reasonable facilities are

provided/..

1. g may be mentioned that hospital embulanses and *con-

veyance of any coffin or corpse for burial' are also
expressly exsmpted from having to obtain a certifiecate.



provided by the Railways or already certified motor vehicles.l'

Thus this smendment led to still further restrietion
of road motor transport. The General Manager's Report for
the year ended 31st March, 1933, noted & marked reduction
in road transport competifion but complained that there was
still & greeat desl of evasion of the iau by taxi operators.
The difficulty was to prove to the satisfaction of the Court
that the taxil wes maintsining e regular service between the
defined points. In Netal 'hundreds of motor cers are being
operated parallel to railway or road motor services'. g’
But even after all the hard work of the Transportation
boards, the General Manager could still not find peace.
From the dim past the specetre of the ox- and donkey-wagon
had arisen, again to plegue & haressed General Manager of
Railways.

"With fegard to animal transport competition, owing to
tinanéial stringency and other hardships a large number
of the poorer type of farmer has resorted to animal trans-
port riding as & means of livelihood. By reason of the
extremely low rates charged by these operators, ...... the
volume of traffic, mostly high-rated, filched from the
railways by these carriers has assumed considerable pro-
portions.” 2.

The follo‘ing Report reviewed the position brought
about by legislative action. "In the anmual reports for
the last two years it was indiceted thet uneconamic competi-
tion with the Railways by road motor wvehiecle had been re-
duced to a minimum and thet the position generally, in so
far &s road motor transport throughout the country is con-

cerned, hes been pleced on a mich more satisfactory basis." °°

At/..

1. By this ket Seotion 16 of original Act, which provided
for adeguate third party’insurance, was repesaled.

2. U.G. 34, 1933, p. 21.

S. U.G. 37, 1934, p. 27.
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At the same time the request for more effective con-
~ trol of texi operators, the re-enactment of Section 16 of
the eriginal Act relating to compulsory insurance and some .
meagure of control over animal-drawn trensport wes repealed.
By this time it is not surprising to find the General Manager
contemplating the idea of socislism - all transport, road,
rail, sea and air, should be placed under a Minister of
Eransport and the main roesd serviees should be netionslised.

The reesons put forward by the General Manager br the
growth of animal-drawn transport were: (1) exploitation of
operators (2] ocut-throat campetition amongst transport-
riders and (3) uneconomical transport charges. But feeling,
perhaps, that the economlic arguments were not sufficlently
strong, the General Menager, with delightful naivete, assumed
the mantle of the Sooiety for the Protection of Cruelty to
Animsls. Transport riders are accused of harsh treatment
of the'little grey donkeys' and pitiful stories of suffer-
ings releted. In faect the only reesson not given is that
some of the rates on the rallways are so high as to permit
the successful competition of the slow-moving, old-feshioned
donkey~-wagon. 1.

The/..

1. When certain transport companies in municipslities started
%o introduce trackless trams, the difficulties of the
locel boards in authorising temporary departures from sche-
Qquled routes by the buses during the changs-over were
Iikely to prove so administratively great that a further
amendment Act, Aot No. 20 of 1934, was passed. It autho-
rised the Governor-General, on recommendation of the Board,
%o suspend 'wholly or partly the operation of any provision
of the Act, either throughout the Union or in relation to
any particular proclaimed tramsportation areea or route'.
This power was given for a year but was subsequently ex-
tended for a further year and agein until May 31, 1937, du-
ring the last Parliamentary session though not without some
demand for a cohplete review of the whole legislation., This
emendment Aot is an astounding instance of what Lord Hewart
has called the 'new despotism’- it gives the Board, and
through the Board the Minister of Railways, the power to
make regulations of the most far-reaching chsracter wihhout
any need to consult or obtain Parliamentary approval.
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The extraets above that have been taken from the annual
reports of the General Manager of the Administration are
strong evidence that, if proteetion of railway receipts are
accepted as the criteria, the legislation has been most suc-
cessful in echieving its object of eliminating 'wasteful com-
petition' and the 'duplication of unnecessary services in
excess of public needs'.

The reports issued by the Central Road Transportation
Board provide the material from which it is possible to give
some idea of the position of privete road transport operators
and of how far competition with the Administration hes been
suppressed.

By Proclamastion No. 210, 1930 (published in Government
Gazette of Septembar 26, 1930) fourteen transport areas were
proclaimed with headquarters at Beaufort West, Bloemfontein,
Capetown, Durban, East London, Johannesburg, Kimberley,
Mossel Bay; Pietermaritﬁburgg Pletersberg, Port Ellizabeth,

Pretoria, Umtata and Zeerust.

The following public roads were defined as proclaiméd
transportation routes:; 1.

Between (1) /..

1. Since January 31, 1932, the following additional routes
have been proclaimed. The public road between Capetowm
and Kimberley via BDurbanville, Wellington, Beinskloof,
Ceres, Karroo Poort, Buikesfontein, Elandsvlel, The
Bosch, Calvinlia, Williston, Advanee, Cernarvon, Psmpoen-
poort, Victoria West, Hutchinson, Merwefontein, Richmond,
Verborgenfontein, De Put, Britstown, Andrasisvlel, Priesks,
Niekerk's Hoop, Griquatown, Cempbell and Sehmidt's Drift.

. Publie road between Esst London and Bloemfontein
vla Stutterheim, Bolo, Great Keli Drift, Tsomo, Engcobo,
Coghlan, Klliot, Cala, Askeaton, Lady Frere, Queenstown,
Bailey, Sterkstroom, Molteno, Stormberg, Steynsberg,
Ventersted, Bethulie, OGrange Vliel, Edenburg and Bethany

By Proclamstion No. 134 of 1933 & transportation
erea for S.W. Africe eomprising the megisterisl distriects
of Gobabis, Karibib, Okshandja, Omaru and Windhoek was
proclaimed, and a route defined between Halbshche and
Windhoek vis Marientel, Swartmodder, Hanover and Dordabus.

Minor amendments of these proclametions have bheen
made. Certaln areas have been deprocleimed and the 're-
leased' districts added to existing proclaimed areas ar
routes. These adjustments have deen msde for sdministrative
parposes and not to reduce the areas under the control of
the Board snd the locsl boards.



Between (1) Mossel Bay and Beaufort West;
(ii) Best London and &mtata;
(111) Durben &nd Johamnesburg;
(iv) Durban and Middelburg (Transvaal);

(v) Johannesburg and Louis Trichardt (via
Pretoria);

(vi) Germiston and Pretoria (via Irene);
(vii) Zeerust and Pretoria (via Rustenburg);
(vi1i) Zeerust and Johannesburg;
(ix) Lichtenburg and Johannesburg.
By Proclamation No. 211l of 1930 gll motor carrier trans-
portation, as defined, after January 1, 1931, over these
rou;es and aress iIs prohibited unless a motor carrier certi-

ficate sanctioning such transport is issued.

The areas proclaimed included all the towns with &
population exceeding 20,000, such as Capetown, Johannesburg,
Durban, East London, Pietermaritzburg, Port Elizsbeth,
Kimberley, Bloemfontein, Pretoria, Springs, Brakpan, Benoni,
Boksburg, Germiston, Krugersdorp, Roodepoort, Maraisburg and
Randfontein, where the valume of passenger transportation in
each, according to the Board, 'made it imperative that the
control at which the legislatire 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 subjeect to control, since 'it
was found that many carriers of goods conducted frequent
services........ and that these carriers catered mainly
for commodities classified in the higher railway rates.'

Below a table is given to show the number of ordinary
motor carrier certificates issued by the Board and the local
boards. The procedure which the Board followed in pro-
claiming an area or route was to visit the district and
hold meetings at which the views of interested parties were

heard/..

1. ’
First report. of the Central Road Transportation Board
(C.G. 21,1932) pp. 7 & 8.



heard. DBut throughout the reports of the Board no definite

principles, on which deecisions were based as %o whet oconsti-

tuted 'in excess of publioc requirements', are laid down. 3
TABLE V
QRDINARY ANNUAL MOTOR CARRIER CERTIFICATES ISSUED
' BY BOARD AND LOCAL BOARDS.g

™ [Prssencer [oon rosrese ] 2o0es Tl TAlS
Db [z 1azd 32 a3 1932) 1933019 30 1930 1933 19833k ez | 1932 1933] 1934

Rean IransrorraTion Boarp 39 |34 {2930 |66 282|372\ 399177 |29 |228) 27w sa| 07|62 | 70€
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Durean /73 Vus\r3slamsl 370 70 6 5 W38413361336| 39015\ 490,40\ 500

East Lonnon [| 27 23\ 20| /7| 34| 34| 4| 43|57 s2| 71| #2|WE) 09| 132] 14!
Jowannessure |[2s7 (250 ey |2d0) 751 3 - 376 | 4 \5321/092 725 667 7961372

KimgerLEY 3l 4l 3 lla3] 2243|358 68|24 s3] r0 |rost 49| bo| 47
X'ﬂoss;_LBnY g0 <4 -1-tssy =) -1 -4 =) =1 W3l — | —|—
PretermariTzeorfl 4| 9P| 224l 21 ~ | —| - (27| 32| 29| 37 || 35| 4t 4185

*Prevere srre AT B Ky B B | 5-3- R I R | 7/ R R

Port ELizaseTd (| 781 &2 72| fall 31— | —| - 2o 100} 13| 55 310 1£2| 2/0) 239

- RRETORIA Tt 61| 45|57 ({76 | 53| 63| 2 | 5] w4) SO 106\\172) 2u0| /88| /&6

)kUHYf\TA sl -1~ -ll2ef = -1 -432-—-1-1-1e6l -1 | -
XZEERUST /0] — - -t 2| - -l - /6] - _ - logl - R _

° WinoHoe K oA aslad- | - 2 - - 38ae

7T OT ALS 001 | 9/0| §:36{867 ||448 530|54 9|52 [pr2Aoad /956 275T|peH] 3460364/ (67

X Deproclaimed in October, 1931 and included in other areas
or bmwught under procleimed routes.

® Proclaimed in 1934 end brought under Act.

These figures show a decline in the number of certifi-

ecates issued for passenger and goods vehlieles from 1931 to
1933/..

1. In Victoria, Australia, in the Act of 1933 it was pro-
vided that if the Board refused to grant a license to the
applicant, it could be required to give in writing its
ressons for refusal. These written'deeisions' constituted
the ohief sources of the principles of the Board. This
legal provision is an important point in administrative
jurisdiction as it tends to seeurs thet the body con-
cerned will be gaided by & definite set of recorded

decisions. This provision was later repesled.

%gtgcilled from amnusl reports of Central Road Transportation



1933 and then a change upwards for 1934, especially in the
case of goods vehielea. The number of dual-purpose vehiecles
increased steadily throughout the peried but such wehicles
usually have a relatively small earrying cecapacity both of
passengers and goods. These statisties do not shew the
full measure of restrietion imposed by the eontrolling
authorities.

In the first place it is likely that many carriers
who QAd operated services did not bother to apply for cer-
tificates to the Board or local board in the belief that
such applications would be refused. It seems that there
was quite a widespread feeling amongat small operators that
the Board was,in faet, merely a tool of the Railwey Admini-
gtration. This supposition is borne out by a statement in
the Report of the Central Board for the year sended 3lst
March, 1934. "It is also a fact that a considerable number
of carriers who had,prior to the passing eof the Act,operated
spasmodic services over these and other routes never applied
for certificates, realising no doubt that the nature of
their services ruled out any question of protection. An
instance of this was seen on the Transkel route where, pilior
to January lst, 1931, there were over 60 vehicles operating
between Bast London and the Transkei, while the applications
for motar carrier certificates in respest 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 of competition had been arrested in peart by

anticipated effects of the Aet. All this implies that the
number of operators before the Act came into force was
greater than the initial number of certificateé issued
under Section 12 of the Act indicates. It implies, further,

th&t/. [

1 (v.c.30, 1934) p. 9.
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that many dp&;ators who were operating apparently on a
profitable b;sis and others who oonsidofed fhat the motor
carrier business offered a proritable field for investment
were diverted rrom it into other less profitable ventures.

Furthermore when certificates were issued, the condi-
tions 6f issue often, in fact, resulted in & large measure
af protection heing afforded to the Railway Administration.
In many cases the frequency of operation was reduced, in
other cases the actual length of service permitted was
curtailed, i1.e. the service was only allowed to function
over a portion of the former route. Many certificates, too,
were 1§sued to operators whose services were diverted into
the so-cslled co-ordinated services. Another device used
by the Transportation Board to suppress competition without
reducing the sctual number of vehicles was to enforce &
certain scale of fares or rates on the operator. The
tariff waes 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 compelled to issue certificates to earriers who,
prior. to February 28, 1930, had operated regulsr services.
After June 30, 1931, the Board had power to review such
cértific&tes and reduce their number, if so desired. Un-
fortunately no clear statistical statement was given by
the Board of the position after the review. It would bde
too tedious to reproduce the whole compliceated statement of
the Board of the review but certain instances abstracted
from its first report will indicate the drastic manner in
which the review 'as“carried out.

On the East London-Umtate route 5 carriers had been
issued with 8 certifiaétes for through goods services. On
review the number of vehiecles was reduced to 4 and the fre-
quency of 2 services from two trips per week to one. When 

renewals/..
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renewals for this route were considered for 1932, the
Boerd decided that there was no necessity for through
road transport between the points specified and the appli-
cations were rafused.

Undar Seection 13,,9 certificates had been issued for
the Durban-Piatermgritzhurg route in terms of which daily
services were operated in respeect of all classes of goods.
on review the Board eancelled all the certificates but car-
riers were authorised to convey furniture and household
effects. In Januery, 1934, applications relating to the
conveyance of all clesses of goods were refused.

On the Johannesburg-Pretoria route applications from
20 operstors had been granted under the relevant Section.
Sixty,nertificates were issued - 44 for goads of all classes,
16 for furniture and household effeets only. As a result of
the review all carriers emgaged in the trensport of furni-
ture were granted certificates but only 5 certificates for
goods, all classes, were issued. When applications for
renewal were considered for 1932 all applicetions for con-
veyance of goods, all classes, were refused but the removal
of furniture was again authorised.

On the same route a passenger company was granted 6
certificates. At the review stage the Board authorised the
continuance of the service but ordered alteration of the
tlme-tables, prohibiting the running of 'buses in close
proximity to the times of departure of fast trains between
Johannesburg and Pretoria. B _

Local boards carried out a similar process of elimina-
ting 'waateful oompetition' and bringing about a 'stable,
'ell-hqlancad system of transport'.

The posiﬁion at the beginning of 1932 was as follows:-
"At the review stage which covered the period July to Oétobéf,
1931, this cbmpetition was considerably feduced, and when -
applications for renewals of eertificates were made to the

Board/..



Board smd locasl boards during December, 1931, and January,
1832, competition was further reduced. The process has been
oontinued in respeet of applicetions for eertificates for
the current year and further curtailments of serviceces have
been effected in those eases where it was found that an
unnecessary duplication of service existed.

*But it would not be correbt to say that all wasteful
eompetition‘had been eliminated and that a condition of
stability hes been reached. Adjustments will from time to
time become neaeessery; the principle of co-ocrdination will
have to be applied further in certain ceses and the elimina-
tion of those competitive services which cannot usefully be
co-ordineted will have to be considered. The ma jority of
those 'original' operators have, however, been restricted
to arees or routes where they &re employed in affording
useful services." 1-

From the beginning of 1932 the Board began to 'co-ordi-
nate'. 'Co-ordination', magic word, apparently meant that
if a road service could be so diverted as to act &s a feeder
to the services of the Administretion, then the service was
co-ordinsted; if not, then the service became 'unnecessary
duplication' and 'in excess of public needs' amd hence
eliminated.

The Report of the Board for 1934 stated that in the
case of operators whose competitive services were discontinued,
they were 'wherever possible diverted into spheres waere &
much needed service could be rendered by co-ordinsting their
transport operations with the Administration's rail or road
motor services or with other previously existing private
services........ In most cases the carriers whose services
wore 80 co-ordinated are today engaeged in supplementing the

reil/..

1. Report by the Transporation Board for year ended 3lst

March, 1933 (U.G. 20, 1933) p. 8.



rall service by means of feeder lines radiating from rail-
hesd into areas not served by rail.™ 1.

Bor the year January, 1933, to December, 1932, the
loeal board at Gapetown granted $67 sppliecetions out of
1130 end the number of passenger 'buses coperating in the
area was reduced from 279 in 1931 to 167 in 1932. 1In
regard to goods transportation, 'the local board has adopted
the principle of co-ordinating rail eand road transport and
hag by this means considerably reduced the exeess of facili-
ties aver requirementa of the publie'. 2. Iniem euthority '
to operate was sought fer 672 lorries for through transport
between Capetown and outlying distriets as far afield as
Calvinia, Sutherland, Worcester and Bredasdorp. During
1932 only 67 spplications were msde to the bhoard, dae in
the board's opinion to the fact that "operators had become
acoustomed to and had acecepted the system of co-ordineted
transport which had been iniroduced."® 2.

The effeet of the original Act was, &s stated &bove,
to lead to a sherp incresse in the use of seven-seater taxis
as oonibuses end in the use by merchants, traders, industrial-
ists, etc. of thelr own transaport.

"In ecaertain parts of Natal the position heas beeome so
acute that it is no exaggeration to say that a condition of
cheos exists. In a report submitted to the Board reecently,
it was stated that there were literslly hundreds of motor
cars, five- and seven-seasters, so old and d@ilapidated that
ocnhe wonders how they were ever passed by the vehiele in-
spectors, on the road earrying natives from Durban to &ll
parts of Natal and Zululend. Hundreds of these emrs had
actuelly been seen to leave with anything up to 9 or 10

natives/..

1. y.e. 30, 1934, pp. 9, 10.

2. u.e. 20, 1933, p. 24.



natives in each and in addit}on carried goods of all des-
eriptions on the running boards.™ 1.

"It has come to the notice of the Board that in recent
months hundreds of motor vwehicles have been acquired by
merchents and are being operated from inlend centras to and
from the coast." 2 | _

Competition, like marder, will out!

By the Amendment Aot 'vehicles operated by merchants,
manufacturers, industrialists, traders,budilding contrsctors
and by all other conecerns in the course of their commercial
and industrial eactivities' are sub jeet to the provisions
of control. At the same time, the Board was compelled to
grant exemptlion from the obligation to take out a sertificate
in respeet of the conveyance of goods 1n the course of a
businesa, trade, or industry within areas to be defined by
regulation.

It thus became necessary to define such areas. The
Board proposed that in general the normel area of exemption
should be the magisterial district, but in the case of &
few centres the Board suggested that larger areas, com-
prising two or more magisterial districts, should be defined.
After consultation of various interests and visits to the
larger eentres, the Board issued Motor Carrier Regulations
(Gowt. Notice No. 1028, dated August 10, 1932) and the nor-
mal exempted areas were defined with minor alterstions as
suggested by the Board.

Special provision was made in the regulations for
wider exemption in respect of the oconveyance of newspapers,
builders’' plant and seaffolding and commercial travellers'
samples; & genersl provisiog was made for the grant of

| wider/..

1. g.6. 21, 1932, p. 24.

2. 9.6. 21, 1832, p. 25.
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wider exemption if, in the opinion of the Board or local
board, any goods must necessarily be conveyed by motor
vehiole.

Applications of those who required exemption within the
defined area were, of course, automatically granted. 1In
certain cases the Board granted exemptions beyond the normal
defined area, e.g. (1) conveyance af assembled radio sets,
electric stoves and elestric refrigerstors, (2) conveyance
of tools and spare parts in conneetion with the installation,
maintenance and repaif of agricultural or industrial plant,
(3) conveyance of boring apparatus, (4) conveyence of road-
making materials (tar and bitumen) in specially constructed
spraying tanks. 1.

TABLE VL
NUMBER OF EXBMPTIONS ISSUED 1932 - 34, 2-
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1. Some of the factors considered by the Board when
deciding applications for wider exemption are (as
ven in its second reporti:-

a need for personal supervision of goods in transit;

(b} contractusl condition of installation by the owners'
mechanics or engineers; .

(e) the inharent propsrties of certain goods, which
raquire conveyance in specially constructed equipment.

e Compiled from annual reports of Central Road Transportation
Board.
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These figures of exemptions granted include those
exemptions granted to farmers conveying their own produce
from farm to nearest station or village or from stetion or
village to farm. The figures, however, refer in the main
to exemptions granted to merchants, traders, menufacturers,
atc. and the rise in the number granted reflects the increased
use of thelir own road transport with the revival in trade.

It mist be remembered that within the exempted area, the
Board or local board was compelled %o grant exemption.

In the report of the Central Board for yeer ended 3lst
Mareh, 1934, statistical tables are given of the annuel
motor carrier certificates issued and the following conclu-
sion arrived at:- ‘

"These statements indicate that while the aggregsate
number of certifiocated vehicles fluctuates from year to
year there has been no sherp diminution and support the
Board's contention that the number of vehicles for which
certificates have been refused is relatively small and
that most of the original carriers are still operating
today." ** |
This gives the impression that the Board has granted
only a moderate amount of protestion to the Railway and
that there #&£ill remains a large measure of competition
in the transportation industry. Comment has been made above
on the figures but it will emphaéise the preactical monopoly
acquired by the S.A.R. Administretion. if the methods of
suppressing road motor competition are stated again.

Even in those cases where certificates have been
issued, this does not mean that operators.were allowed to
continue their businesses as they had done prevfous 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 instances opera-

tors/..

* p. 12,
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tors have been restrieted to only a portion of thelr former
route; the frequency of the service has been curtailed

(an example has been given above where 'buses were prohi-
bited from operating at the same time as the fast trains)
and minimum charges fixed. The control of motor-vehicles
operated by merchants in the conveyance of their own goods
was, @as the Board itself admitted, 'a far-reaching departure
from the existing provisions of the original Act'.

If the increéee in the number of exemptions issued
over the period of three years is indicative of a growing
preference by merchants for road transport, then it is
reasonable to expect that fer from a 'sharp diminution'
there would héve been a sharp increase in the number of
annual certificates issued. It is certain that &uring the
recent revival in trade, if there had been no controlling
authotity there would indeed have been great activity in
the motor carrier tfansportation industry and the fact that
the mumber of certificates issued to operators has remained
fairly stable is in itself strong evidence of the eliminstion
of competition. |

At the present time the Administration has still to con-
tend with the campetifion of the seven-seater taxis and of
enimal -drawn transport} The Adminlistration,with the con-
currence of the Traensportation Board, is pressing strongly
for wider powers of control over both these forms of compe-

titiva transport.



CHAPTER ITI.

RATLWAY MANAGEMENT & RAILWAY RATES IN SOUTH AFRICA.

In South Africe with its long distances, sparse popula-
tion and bad roads it is obvious that the competition of
road motor transport could not have seriously affeected the
Railways and that eny effect it might have had was due to
a retes atructure, which bore little relation even to the
accepted prineiples of public utility chearging. There is
ebundant evidence that the fundamental reason for lntroducing
the restrictive legislation was, in fact, to proteet the
rating policy of the S.A.R.

The Departmental Heilway tariffs inquiry Committee, 1930,
wrote: _ ‘

"We thus arrive at the conclusion that, if road motor
competition is allowed free rein, it can decide the main
feature of the rates policy of the S.A.R. and, what is much
worse, can force the Administration to carry out a rates
policy which is directly contrary to thé general interests
of South Africa, and also contrery to the injunetions of
Section 1287 of the S.A., Act. We attach great importance
to this point and would direoct special attention to it as
it appears to constitute a very strong argument in favour
of the proposed legislation." 1.

-In introdueing the bill to prowvide for the control of
road motor transport, the Minister of Reilways advanced
three reasons for the desirability of control, one of which
was:- "our whole rate system is built upon a basis that
highly-paying traffic must pay e high rate and low-paying
traffic, 1like agricultural produce and base metals, should -

pey/..

1. p. 16 para. 81.
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pay & low rate.™ 1. 4.a. the reason was to protest a
particular rateé structure.

It thus becomes necessary to examine the management and
rating poliey of the S.A.R. &t that period (ebout 1928-183¢).
In an article entitled "Rallway Rates and Road Competition
in South Africa", the author bluntly stated, "Moreover,
Parlismentary control has distorted rete policy and reduced
operating efficiency to such an extent that the railways
lack the capeity of privately run enterprise to meet the com-
petition that has arisen. The traffic has changed in nature
and direotion, and the changes in the degree of disorimina-
tion in retes between different classes of goods and dif-
ferent lengths of jJjourney have not met the new conditions.
Competition has increased, and at the seme time the railway's
capacity to iithstand it has been reduced by political
policies which have contributed nothing té efficiency of
operation." 2.

When one wishes to investigate reilway management in
this country, one turns naturally to Professor Frankel's
book, 'The Railway Policy of South Africa since Union’'.

The following information is taken mainly from this work. 9¢

When the provisions relating to the 8.A.R. in the South
Africa Act were drawn up, it seems fairly certain that the
fremers of the Act intended to devise a form of managerial
control, similar to that which had so successfully operated
in the case of the Central South African Reilweys, which
woﬁld avoid the possibility of political interference in
what was to be essentially a business undertaking.

From the outset, however, the Railways and Harbours

Board, which was to exercise 'subjeet to the authority of
the/..

1. Hon. C. W. Malen col. 3671 House of Assembly Debates,1930.
2. Round Teble No. 77, 1929, p. 185. h

3. It must be noted that I am nbt here concerned if conditions
have changed for the better or worse at the present dey; I
am concerned with econditions relevant to that period 1928 -

1930.
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the Governor-General-in-Council, the control and manage-
ment of the railways, ports and harbours of the Union’,

was regarded as a purely advisory body to the Minister of
Railways. All real power wes withdrawn from the Board and
‘this apparently wilful miginterpretation 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, subjeet to the control of the
Minister, be carriaed out by the General Manager, who shall
be governed& by such regulations as the Minister may from
time to time freame after consultation with the Board.3 Thus
the railways, from the very beginning, were subject to that
political interference and pressure, which has always bheen
the strongest argument against state intervention.

Seotion 127 of the S.A. Act laid down that, "The
ralilways, ports and harbours of the Union shall be admini-
stered on business prineciples due regard being had to agri-
cultural and industrial development within the Union....".
The whole tone of the relevant clauses is such as to leave
little doubt that the eamphasis was placed on 'business
principles'. Note, for instance, the safeguards provided
against the building of branch lines so as to .win political
fevour. The Board was charged with the investigation of
every proposal for the eonstruction of any new line and if
Parliament should over-rule the negative deecision 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
Seetion 131 of the Act, if the Board is required by Parlisament
'%o provide any services or facilities either gratuitously or
at a rate of charge whieh is insufficient to meet the costs
involved in the provision of such services .... the loss
incurred shall be paid out of the Consclidated Revenue Fund
to the Railways and Harbours Fund'.

This Act also prescribed the generel lines of the rating

policy/..
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policy to be pursued - 'So fer as may be the total earnings
shall not be more than are sufficient to meet the necessary
outlays for working, maienance, betterment, depreciation
and the payment of interest due on ocapital, not being capl-
tal obntributed out of railway and harbour revenue'.

How far have successive Union Governments fulfilled the
spirit, if they have the letter, of these provisions?

The figure of £86,352,960 adopted as the amount of
capital, on which interest was to be paid to the general
revenue, was purely an arbitrary one and represents - accord-
ing to the late Prof. Lehfeldt - an overstatément of‘appro—
ximately £13 millions. This means that an excess payment
of neerly £450,000 p.a. has been made to general revenue.
(Changes in the purchasing power of money are apparently
neglected.) |

Owing to the fact that no‘definite scale of deprecia-
tion was decided upon, the Renewals Fund has been used for
purposes other than for those for which it was constituted.
During the years 1912 -~ 1927, the total gross expenditure
on new rolling stock met by a charge against the Renewals
Fund amounted to £14,507,343 &s compared with £1;670,227 value
of rolling stock actually withdrawn from service. "Under this
system the railways continued to pay depreciation on rlling
stock that hbad already paid for itself." 1. The unneces-
sarily high and illegitimate contributions 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-querters of a million pounds per annum.

The use of monies,froﬁ,the Renewals Fund appears to
have been chiefly due to the difficulties of the General
Manager in obtaining even the most essential capltal funds
for new rolling stocks. The failure to provide for such

vital/..

1. The Railway Poliey of South Africa, Ch.II, p.92 para. 58.



vitael capital expendifure maintained operating costs at
a relatively high level and thereby curtailed the develop-
ment of traffie.

Prof. Frankel writes, "Fhe Union Government has aggra-
vated the curtailment of neéessary capital expenditure by
influencing in an inexcusable degree the direction in
which the capital expenditure for railway purposes were to
be spent";bl' This is the notorious problem of political
intervention in the construetion of branch lines.

After an exhaustive examination of the working results
of such branch lines, Frankel concluded: "One 1is forced to
the conelusion 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 sancetion the building of lines
at _the expense 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 constructed at the expense of the Consolidated
Revenue Fund." 2- Railways have, in fact, been built
in areas suffering from periodiec drought and with declining
populations.

"In 1926 out of 70 branch lines, only 10 showed a net
profit; 32 paid working expenses but were unable to meet
full 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

3. An excellent illustration is the Touws

£526,596."
River-Ladismith line - 1t was opened in November, 1925, a
line of 88 miles; the Board's estimate of revenue for the

first/..

1. Synopsis of Conclusions, p.l14 Conclusion No. 3.
2. p.15, Conclusion No. 36.
3. ¢n. II, p. 120, pars. 83.
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first year of working wes &£25,088 while the actual revenue
in 1926 was £6,056; The Board's estimated surplus of revenue
over gross working expenditure (including interest charges) for
the first year of working was £8,984 while the actual short-

fall of revenue wes £7,095.1‘

It mst not be overlooked that apart from the direct
loss on branch line construction, there was the even more
serious indirect loss from the curtailment of necessery
capltal expenditufe in other directions.

The co-called civilised labour policy placed a burden
on the railways of at least £300,000 p.a. and probably very
much more. This extra labour cost should have been borne
by the genersl revenue. Qther examples of gratuitous ser-
vi®es for which the cost should have, but had not, been paid
over to the Railways and Harbours Fund are the conveyance
of drought-stricken animals (ﬂlS0,000 p.a.), free passes
to members of Parllament and the granting of annual helf-
price concession fares to over 26,000 civil servants and
their families. Without questioning the merits of these
services, legally the cost should not ha&ve been a charge
on the railway users. _

Prof. Frankel hes estimated the total direct burden at
£2, 200,000 p;a. This burden does not, of course, fall on
gall the traffic but only on the high-~rated traffic and re-
lief from these burdens would have enabled a reduction to
have been made of 22% on the tariffs of goods classed in
the high-rete schedules. It is hardly necessary to point
out that this in turn would lead to an extension of demand
making possible further deecreases in the rates.

The General Manasger himself admitted that improvements
in the transit and handling of goods traffic had recaptured
some of the traffie lost to the road. 1If at the same time
a reduction of over 20% had been effected on the higher-rated
. traffic through the striet enforeement of the law, the Railway
Administration/..

1. Synopsis of Conelusions p.l4 Conclusion No. 31.
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Administretion would most likely have been able to meet the
competition of road motor transport without the need of legis-
lative aid. According to the Generel Manager in his report
for 1933, the average cost of road transport for long-distance
traffic is at least four times as high as railway transport
aﬁd this brings out clearly that road transport is not more
economical than rail transport. He stated that the real fact
at i1ssue was that the effects of road eompetition would be
that 'the railway teariff policy of the country would be dis-
rupted with disaatrous effects on the farming, manufacturing'
eand mining industries 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
of the road motor would hardly have been disruptive of the
established rating system. This factor will be taken up egein
below.

The real value of a roed motor carrier industry deve-
loping in competition with an e&lready existing railway
system 1ls 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 transportetion is necessarily
a differentiel one, or in other words that the railways are
a striking example of a discriminating monopolistic enterprise.
The function of State ownership of the reilways is to prevent
the abuse of monopolistié power that would be available to a
private company. On almost every railway system in the world
the State has found it necessary to impose some limitation
on private operation in order to safeguard the railway users
from monopolistic exploitation. In South Africa, on the other
hand, the effeet of State Intervention has been to make the
railwey teriff an instrument not only of 'simple' differential
charging but for giving a concealed subsidy to one particular

industry/..

p. 28.
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industry.

Prof. Frankel puts the facts squarely,

"Certaln classes of traffic are charged as mmch as
the réilways can possibly extort, regardless of whether
the resulting retes restrict traffic which would be offering
were the rate reasoneble; at times the Railway Administration
appears actuslly to aim at restricting various kinds of traf-
fic; other large treaffic are charged at rates disproportiom-
ately below that which, in accordance with their nature and
value, aﬁd the cost involved in transporting them, they shouid
be reQuired to bea:.

"While the Administration apparently aims at stimulating
South African exports, and grants a bounty on agriculturel
ekports,.its policy with regard to the greatest export indus-
try of the country - the gold mining industry - 1s the oppo-
site; end the Administmtion has for years aeen fit to restrict
the activities of thiéyital industry by glaring discrimination
in the rates on the stores consumed 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 lorry
as the solution of the problem of monopoly charging on its
railiajs.

Brief history of railway rates in South Africa:-

Prior to Union the coastal colonies of Cape Province
and Natel did their best to exploit the position of the in-
land territories to the wmost. 4 further factor in the
system of dharging a# that period was that trucks going up
fully loaded to the Free State and the Transvaal, returned
practically empty to the coast. Thus the goods to the gold
and diemond mines had to bear a rate which would ecover the
costs of working involved in both directions. Natal and the
Cape Province used their railways in conjunction with custoﬁé

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
attempt is made to arrange for.an 'equitable’ divisimaf
the traffic between the various S.A. ports and Delago&a Bay.

"If one sought the key-note of railway rate poliey in
the fdur territories which now comprise the Union, it
ﬁould probably be found in the idea of fixing rates for
development purposes rather than with the object of perform-
ing the greatest possible immediste service to the community." 1.

The system of preferentiasl rates on S.A. produce and
manufactﬁres origiﬁated in pre-Union days when these rates
were used to capture the Transvaal market. The system was
condemned as far back as 1838 by a Cape Select Committee
and by the Inter-Colonial Railway Conference at Pletermaritz-
burg in 1906. In 1911 at Union, the General Manager of the
S.A.R. sald, "The principle of preferential rates for S.A.
articles is oﬁe 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 Menager
of the Natal Government Rallways as follows:-

"Where there are two articles of the same description -
one imported, the other locally produced - travelling in the
same direetion, and the local article is conveyed at a lower
rate than the imported article, the rate on the local article
is a ‘preferential' one." =-

The Report of the Térirfs Inquiry Committee also con-
demned this ggstem. ™This principle has been gondemned whole-
heartedly by precticallyevery authority for the past 20 years 4

and we are not aware of any serious defence of preferential

- i
2. 3’

rates ever having been advanced."
aving The/..

1. Round Table No. 77 of 1923 "Railway Retes & Boad Competi-
fion? p.187. 5

2. guoted from the Dept.Rlv.Tariffe Inauiry Committes = o7
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The Report objected to the system on the grounds (a)
that there.is a dahger of fraudulent declaration and (b)
the ineqﬁélity 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 &t the expense
of the inland mesnufacturer. The fundamental objeection to
preferential rates is, however, firstly that, even under the
'value of service principle' of railway charging, the value
of service pérformed must be exactly similar for the trans~
portation of exactly similar aticles; and secondly, that any
protectiorn deemed necessary should be applied through pro-
tective duties and not through railweay rates. It involves
high prices for overseas products to the consumer and the
other traffic has to bear the higher rates consequent on
this concealed subsidy to the S.A. article.

The Admin. has abolished preferential rates on 170Q
articles since 1910 but there are still at present 70 arti-
cles,rincluding 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 practlice an extensive system of subsldy andrbounty,
the so-called development poliecy. Very big reductions were
made on agricultural productions and requirements, certain
industrial meterials and export treffic. By 1916 the aggre-
gate reductions sinde Union were estimated at £1,500,000 p.a.

wDistribution :ates" were introduced by the Central
S.A.R. into the two inland ecolonies in 1908. Goods for-
warded from inland centres were charged at a rate equal
only to thé difference between the rates from the port to
the forwardihg‘ﬁnd the destination stations. This gave the
short-haul inland traffic the full benefit of the 'taper'
in long-distance retes. This system was applied throughout

the Union in order to develop trade and industry at inland
centres/,,
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centres.

"Phe 1911 classification and subsequent amendments
deliverately extended the &pplication of rates per mile,
diminishing, as the length of the haul increased, much more
steeply than could be justified by the reduection in the cost

of carriege.™ 1.

In 1920 a completely revised rates classification re-
duced to nine (now ten) clesses and arranged scales of
rates and fares in zones. With the fall in prices after
1920, reduetions in rates were confined to the low-rated
agricultural and mineral traffic,‘and were spread over the
longer distance rates.

"The general effeet of the War increases and the post-
War reductions was to widen still further the discrimination
between high-rated goods and agricultural and certain mineral
traffic, and to subsidise still more highly the long-distance
traffic at the expense of the short-haul and high-rated con-

m 2+ The two outstanding festures of the rates

signments.
struature today are still this wide disparity and excessive
tapering.

The Tariffs Inquiry Committee found that the distribu-
tion rates were necessary because port rates 'taper' as
distance increases and without suech distribution retes the
tendeney would be for the distributing business now carfied
on by merchants in the interior towns to be diverted to the
coastal towns. (One finds this attempt to counter-balance
one subsidy by the grant of another again and again in the
Admin.'s rate policy) Such rates apply to traffic elassi-
fied at Tariffs 1, 2, 3 and 4 and are so caloculeated 'as to
secure, as far as possible, equality of opportunity between
coestel and inland merchants in direet route from the neerest
port to final destination." 3- This/..
1. Round Table No. 77pp. 188, 189

2. Round Table p. 190.

3. Dept. Tariffs Inquiry Committee p. 24. Such a system
directly conflicts with the lLaw of Market Areas.
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This discrimination Fo overcome the disadvantages of
geogréphical situation, g¥e the system of preferential
rates, could only be maintained so long as the Administra-
tion exercised a complete monopoly. Such discrimination is
also, of course, at the expense of the econsumer.

The Committee differentiated a type of tariff, which
is in fact a preferential tariff. Special rates are levied
on certain S.A. manufsctures and productions 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. faetory. »

The principle is that if the distance from the S.A.
factory to the destination is less than the distanee from
the nearest port, the S.A. produet pays the ordinary tariff
rates. If the distance is greater, then the rate applicable
to the imported article from the nearest port applies as
& maximum on the S.A. article. In certain cases minimum
rates are prescribed, otherwise for port towns the railage
on S.A. produets 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 certain undesireble features in the appli-
cation of these rates, as for instance the fact that it is
epplied as between one S.A. factory and another. Further-
more, it was of the opinibn that when it is established
that competition by the imported article with the S.A. pro-
duct 1is no longer serious, the rate should be withdrawn.

In view of these two objections, which the Committee
1tself made, it seems astonishing that it could arrive at
the conclusion that this special rate was distinet from &
preferentiel rate. The fact that discrimination is exer-
cised as between one factory and another and that it is
uged to equalise the competitive price of the imported

article/..
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article, reveals clearly the protective or preferential
basis of the rate. This speeial rate affords protection
to the inlamd menmufacturer and the preferential rate to the
coastal'manufacturer; and both represent an abuse of the
railway tariff as a methéd 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 materials 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 commercial interests in opposing
discerimination in rstes 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 especially
favoursble rates are accorded to artiecles if they are to be
used for agricultural purposes, particularly in irrigation.

Reference has already been made to the characteristic
development rates. Such a rate is a speclally low rate
created to bulld up the traffic of the particular article
to which it Is accorded. Such development rates have been
applied extens;vely to agriecultural products - a very good
example is the export rate on maize.

In 1907 a flat rate of 10/- per 2,000 1lb. of maize was
introduced with the intention of developing an export trade
in meize and providing traffic for a large number of empty
trucks returning to the coast. At thet period the import
traffic was much grester 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 duly, 1924, the rate for maize in bags was

increased to 15/- per ton, but the rate for mamize in bulk

reneined/..
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remained at 10/- & ton. The view of the Tariffs Inquiry
Committee w&s,‘

"It is, in our view, of particularly vital importance
that ﬁothing should be done to discourage the development
of this important trede. The maize farmer in S.A. is sub-
Jeot to speciel viclissitudes in the matter of drought and
pests. He cannot rely on securing good erops oftener than
once in several years." 1.

The Committee did, however, advocate some increase in
the rate once 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 coversed
the additional costs involved in the handling of the maize,
this rete 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 reilway reting. Once, however, empty trucks
had to be dfawn from the coast, the rate became completely

uneconomic as the 10/~ per ton would not nearly cover the

total cosf of transportation'in both directionsi.e. both
prime and supplementary costs. Moreover the inecrease in

this traffic has been so great that the Admin. has been

forced to maintain a much larger supply of rolling stock

in order to avoid bringing other business, such &s coal,

to a standstill during the peak export period.

. In régard to the rate on export fruit, the Committee
stated, 'with rare exceptions, the most unlucretive tariff
in the S.A.R. is the rate on export fruit'. 2, It involved
the provision of special trucks and expeditions 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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The Committee recommended that the railway rate for this
traffic from Northern end EBastern Transveal to Capetown
should be raised by 10/- to 27/6 per 2,000 1b., with
relative increases forvdiStances below or above 1,100 miles.
Prof. Pigou pointed out in regard to development rates,
"It 1s not a social gain if a railway company, by temporary
low prices, 'develops the traffic' from one distriet at
the expense of destroylng the traffic from another equally
well-gituated distriet", i.e. the temporary low prices
mist lead to the development of a new demand and not merely
a substitute for some other demand which is at the same
time dastroyed.l'
The argument for development rates is precisely the
seme argument used for the protection of infent industry,
and like these infants they rarely grow up. The real test
of a development rate is whether, once the traffic has
been built up, the specially low rate can be raised to
the normal level without destroying the traffic. It is
safe to say that in no oase here in S.A. could the rate
be so increased. “
From the above 1t 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. The fundamental
fault has been to use the tariff as & means of direeting
the productive resources 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
praductive 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.)



equal force. Whet is more, the &ims pursued by the Govern-
ment through the BRailway %gg;n*/are in large measure incom-
patible. It has already been pointed out that the tariff
pblioy seems to be a system of counter-balancing advantages
end disadvantages.

It appears at times that it has been the deliberate
aim of the}éggig. to raise the costs of stores required
by the gold-mining industry. Frankel has shown that 65%
of the ordinary'ihdustrial requirements of the gold-mining
industry in 1986 were charged et the three highest rates
of the Railway Tariff and 37.8% at the two higher rstes.
Many of these articles were of relatively low value, and
on the other hand many articles of relatively high value
of S.A. manufacture or origin, of 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 fact, added considerably to the costs of working.
It has involved the provision of speeciel handling facilities,
expensive and specialised rolling stock and heavier truck.
Even the Committee made the rather grudging edmission, "We
feal, howevar, that at this stage of its development, the
Railway Adminigtration has now gone to the 1imit in the
matter 6f granting low rates on low grade traffic and that
the time has &rrived, when, if the financial position of
the Administration mekes it possible to make further re-
ductions iIn railway teriffs, relief should be granted in
the higher class rates.™ 1.

This survey shows Just how vulnerable the fineancial
position of the S.A.R. was in 1929 both to trade depression

and to the campetition of roed motor transport. This system
of/..
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of intricate differential charging could rest only on &
basis of complete monopoly, and once this basis was threa-
tened, the instability of the finencial condition was
clearly revealed. The anxiety of the Administration tao
seaoure protection from competition of animsl~drawn trans-
port is evidence that even todey the margin of profitable
traffic at the highest rates is so small, as to make its
position somewhat preearious.

The eliminetion of competition and the prosperity of
the Union in recent years have made possible the resounding
Bailway Budgets of Mr. Pirow, but when this wave of pros-
perity emenating from the gold mines subsides, the warning
of Prof. Frankel, msde in 1925, will become effective egain:-

"The present rates policy not only raises the cost of
transport of the large traffic now being discriminsted
against, but leads to a cumulative increase in the rates
on &ll traffic, and will result ultimately in the railways
becoming a burden on the taxpayers of the Union. 1In the
meantime the development of the interior provinces is

raestricted." 1.

1‘"Bailjay Policy of South Africa sinee Union", p. 40
Conclusion No. 114.
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CHAPTER IV.

THEORY OF RAILWAY RATES.

In the previocus chapter the various types of rates
charged by the Administration have been shown to be
defective; in this chapter the theory on which the Admi-
nistretion has besad these tariffs will be considered.

The principles of railweay rating were discussed in the
first part of the Report of the Departmental Rallway |
Tariffs Inquiry Committee. The apument follows the usual
lines of the 'value of service' principle as enunciated
by Acworth and Stephenson in "Elements of Railway Econo-
mies."

"Railway tariffs on every railway of any importance
ere dominated by three fundamental facts, viz:-

() That certain classes of traffic cen only afford to pay
railway rates much lower than the average cost per ton
mile of conveyance by rail.

(b) That some classes of traffic can afford to pay railway
‘rates considerably higher than the average cost per ton
mile of conveyanee by re&il.

{e) Por reasons which will bemsntioned later, it is profit-
able business for a railway to convey &dditional traffic

et rates considerably below the average total cost per ton
mile, rather than lose such traffic by demanding higher

retes than the traffic can afford to pay."™ &
The/..

1. In this chapter I shall ignore the fact that the
system of differential charging has been complicated
by politicel interferencs.

2. Dept. Riy. Tariffs Inquiry Committee, 1930 (U.G. 56 -'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 can obtain larger monopoly profits by charging
differential prices than by levying a single monopoly price.
The power to discriminete in the rates charged on different
articles produces & demand for transport that would other-
wise not appear. Certain faocts in the provision of trans-
portation by a railway eneble discriminetion to be practised .
successfully. The units of service are entirely non-trens-
ferable, i.e. 'a& railway's offer to charge one priice for
a ton mile of transport service to copper merchants and
g lower price to coal merchants cannot lead to any middle-
man device, because it is physically impossible to convert
copper into coal for the purpose of transport and afterwards

to reconvert it'. 1.

Sacondly, units of demand are not easily transferred
from one market to another, when the commodity concerned
1s something reedy for final consumption, and when markets,
between which the diserimination is to be practised, are
distinguished a&ecording to the wealth of the purchasers (or
value of the commodity). Provision of cheaper transport to
coal merchants does not lead ocopper merohants to become
coal merchants though it may lead merchants to move over
into a favoured locality. 1.

The very wide differentiation in rates on commodities
of high and of low value is possible because as the D§23;
Committee itaself put it, "™low grade traffic is extremely
sensitive or responsive to increases or decreases in railway
tariffs, whereg&s high-grade traffic, such &s clothing, boots
and druggists' sundries, is not appreciably affected by

railway rates." 2. i.e. demand for transport by traffic
A of/..

1. "Economios of Welfare", Part II, Ch.17, pp. 276-277.
2‘ P.3 p&mo 9.
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of low value is highly elastic, the demand for transport
by traffic of high walue 1s 1lnelastie. |

This generalisation of Pigou, that diseriminating
monopoly yields a greater profit to the monopolist than
simple monopoly, is the real reason for the validity of
the third fact, (¢), given by the Committee. 1.

The Committee, however, advanceg_the argument of the
operation of 'Joint supply' in the service of transporta-
tion. It stated:- "The explanation las in the fact that
the out-of-pocket expense which a railway incurs in carry-
ing additional traffic is very much less than the total
average cost of convei&nce per ton mile including interest
and all fixed overheed charges; (because) an extremely
large proportion of the total costs of a railway are 'fixed*
and does not vary to any appreciable extent with ordinary
fluctuations in the volume of traffic handled over the
railway." 24

If, in fact, transport services are Jointly supplied,
then the differential rates of the Administration might
well be determined by simple competition rather then dis-
eriminating monopoly of the third degree. Equilibrium
theory explains that, if two or more commodities &re
Jointly supplied, i.e. one of them cannot be produced
without faciiit&ting the production of the other, the
prices evolved by simple competition are o affusted to demand
that the whole output of the commodities is carried off the
market.

Taussig, smongst many other writers on railway econo-
mios, considered that joint supply did pley a dominant pert

' in/..

1. n ... it is profitable business for a railway to convey
edditional traffic at rates considerably below the ave-
rage total cost per ton mile ......"™

2. p.3 para. 8. This is the argument of 'Joint supply' or
' joint products', though it is not clear whether the Com-
mittee intended it to be.
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in the determination of railway rates. Plgou makes a very
careful exemination of this claim and coneludes that it is
not justified and that Teussig's argument rests on a mis-
interpretation of the nature of 'Jjoint supply'.

According to Teusslg, whenever a very large fixed
plant 1s used for varied purposes, the influence of joint
costs (or Joint supply) exerts itself. He states that the
capital sunk in a railway "seems equelly to aid in carrying
on every item of traffic ..... Not only_ the fixed capital
of a railway, but a very large, in fact the largest part,
of the opqr&ting expenses, represents outlay, not separate
for each item of traffic, but common to the whole of it or

n L. dJoint supply, in Taussig's view,

greater groups of it.
operetes where a large mass of supplementary costs exist
together with the faet that the plent is used for varied
purposas. While he edmits that joint supply cannot appear
where the plant is used to produce & single, homogeneous

‘.

commodity, he believe that in regsrd 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 different, non-homogeneous ser-
vices.

Pigou does not agree with Taussig in this interpreta-
tion. "The conjunetion of large, common supplementary
costs with separation between the markets to which their
yleld is supplied does not meke railwey services joint
products in this - the only significent -~ 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. Quoted by Pigou 'Economics of Welfare',Part II, Ch.XVIII,
p. 297.
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from elternate use to fascilitete the supply to either
market, eannot be used to faeilitate the supply to one
market without faciliteting the supply to the other.

If merely used alternativelj to faellitete the supply
to elther market, with a number of competing sellers sup-
plying transportetion to several markets with different
demand schedules - if the price in one of these markets is
higher than in another, each individual seller will transfer
his offer of serviese from the lower-priced market to the
higher-priced market, and the process will tend to uni-
formity of price in all the merkets. This result, under
simple competition, holds good whether supplementary
are large reletively to prime costs or not." 1.

It seams clear, then,that in relation to competitive
conditions the service of transporting goods or persons
must be considered as a single service. An exception must
howevar be made in the case of return loads. Return loads
are supplied Jointly with 'destination' loads, since any
edditional expenditure that is Inocurred in the movement of
trucks must facilitete the supply of trucks in both direc-
tions, i.e. must necessarily inerease the number of move-
ments of truocks from A to B and from B to A. This is,
as Pigou points out, true jointness and, under competition,
the direotion for which the demand for trensport is higher
would be charged &t the higher rate than the return direc-
tion for which demand is lower. An instance has been given
above of the maize traffic in its early steagss.

The oconclusion of Pigou is that, "This elemsnt of
- jointness is, however, of comparatively small importance.

Contrary/..

1. p. 298. This seems in fact to be the case with the
roed motor carriers, who offered their services in the
higher-priced markets. ' :
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Contrary to the general opinion of writers on railway eco-
nomics, the services supplied by railwey companies are, in
the main, not Jointly supplied. Hence the eonclusion
emerges that, subject to the reservations set out in
paragraph 2 (given below), simple competition would, in
general, evolve a system of equal ton-milesge rates for
all commo@ities, whatever their charecter, and whether they
are to be consumed at B or to be sent from B for some fur-
ther part of a 'long hsul'" 1.

The theory of railway'rating of the S.A.R. is, then,
one of discriminasting monopoly. The principle by which
railway tariffs would be fixed under competition is known
as the 'cost of service' principle and is treated in
detail by Pigou.

Excem in so far as transport servieces sold to one set
af purchksers ere '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.
For these servicesvthe level of the uniform rate would be
such that the demand price and the supply price wquld
coincide i.e. in the long run it would approximate to the
cost of production of the service. This rate would be
established pureiy for the service of transportation,
axtra services such as packing, carriage, special handling,
etc. would be charged for additionally.

Pigou states that the eircumstances and position of
the railway would in part determine the actual level of
this uniform mileage rate. For instance a high (relatively)
rate would be appropriate for a line through mountainous
country and where the traffic is irregular - the supply
prices of all quantities of transportation would be
specially high. Similarly where the demand schedule 1s
speciallyblow (and conditions of decreasing supply price

prevail)/..

1. p‘ 301- -«
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prevail), as in sparsely populated regions, a high rate
is appropriate. 1.

Under simple competition there would be departures
from this uniform mileege rate in so far as buyers of
& lon-mile of transport requlire other incidental services
Involving cost. Generally it is more costly to carry small
consignments rather then large as small comnsignments in-
volve such expenses as separate colleetion and delivery,
separate handling, accounting at terminasls and 'bad' load-
Ing. Such elements iIn the cost of handling as bulk, fra-
gility, perishability, explosiveness; speed and regularity
of service required; provision of special equipment are
conditions which would also properly lead to variations
in the uniform ratae.

The prineciple of ‘'tapering' may possibly be Justified
by the fact that a Journmey which is part of a longser Journey
is less costly than the same Journey as &n isolated whole.
This, states Acworth, is because long journeys get more
mileage out of engines, wagons, traln-staff, etc. than a
number of short hsuls with waits between; engines and
wagons are better lomded and the line is more continuously
utilised; expenses at terminals are reduced.

Pigou further notes the exception from a uniform rate
of a similar service supplied at different times. He
illustrates from the supply of electricity how the equip-
ment cost is twice as much per unit to allow for 'peak'
periods than 1t would be if a normel service was supplied. 2.
In order to carry peak loads at different times of the day

or/..

1. This would seem to be the condition in South Africa where
the population is scattered over a very large area and
many regions are very thinly papulated.

2. p. 294.
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or in different seasons of the year, a railway company
has to maintain a number of additional engines, cerriages,

extra staff, etec. ¥

Though this would seem to infer
that higher fares are iarranﬁed for busy hours or busy
seasans, in faet workmen's tickets and excursion fafes
are supplied below the normal price. Strap—hanging'is
not so comfortable, however, as the corner-seat i.a. the
quality of the service 1s lower.

Lastly, the 'ecost of service' principle leads logic-
elly in certain clrcumstances 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
sarvice, such differentiation is jJustified. This is
because with regulesr use of the equipment, the charge
per unit of service 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 uniform rate per ton mile of
transport as determined by competition, point out that
there would he great practical difficulties in actually
arriving at this rate. Pigou himself is well aware of the
'delicate adjustments' that will be necessary because of
the incidental costs attaching to each service, and such
considerations as the time and loed factors. "It is
therefore always a question how near to the ideal it is
desireble to approach; at what point the advantage of
getting closer is outweighed by the complications, incon-

venienge and sxpense involved in doing so." 2.

But/...

This would seem to Justify a rate above the average
rate for the malize traffic today (because of the need
to maintein extra equipment).

2. Gh. XVIII; p. 315.



But the very importance of road motor transport is
that it provides the‘competition in transportation which
will enable the 'cost of service' prineiple to be realised
almost automatically. The transportation industry must,
it seems likely, always remain a sphere of 'imperfect' or
'monopolistic competitiont. The value of the motor lorry
and the omnibus is that they afford some proteetibn to the
buyer of transportation from monopolistic exploitation.

In the chepters following it will be shown that the
allegations, sc frequently ﬁade, 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 take place under con-
ditions of simple competition, will be taken up.

Pigou states that in general simple competition will
yleld a larger output than monopoly (or competition results
in the most favourable distribution of resources in respbnse
to consumers' demands), but under a certain set of condi-
tions the reverse holds good. These conditions are that
while no uniform price can be established which will cover
the expenses of producimg any quantity of output, a system
of discrimineting prices cah be evolved which will meke
some output practicable.

Suppose that it 1s desired to construct a railwey from
A to C, two large cities, passing through a country dis-
trict 1n which is situated B. These cities, A and C, are
however already conneoted‘by Toad or waterway and the
costs of transportafion by road or weater are relatively
low. To meet this competition the charge for goods from A

to B, which are destined to be carried on to C, must be

80 low that if applied to all the traffic between A and B,.

inoluding those goods to be consumed at B, the railway

would/..



would not be constructed. Further the demand for transport-
ation for goods between A and B to be consumed at B is so
small, that it cannot alone support the railway. That is

if the railway 1s to be constructed, it is necessary that

it obtains both the high rates for the small volume of
local traffic between A and B and, also, the large amount

of traffic between the cities A and C.

It can also be shown that, in prectice, unless dis-
criminatiqn is permitted in the ton-mile rates charged on
different commodities, no transport might be provided
becauae there is no quantity of transport demanded for
any particular commodity which would cover 1ts expenses af
production. Pigou's comment on these exceptional cases is:
"I have no quarrel with the proposition that these conditions
may accur in practice. Principel 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, plainly,illeglitimate.
A careful inquiry is necessary concerning the range over
which conditions of a sort to justify the value of service
principle are likely to extend 1in practice.™ 1.

In practice, it 1s generally agreed that discriminating
monopoly cannot be soclally advantageous unless decreasing
average costs operate. Now it is true that the condition
of decreasing average cost 1s likely to be present in the
case of railway construetion, beecause of the large size
of the minimim first unit of investment and the large size

of/e.

1. oh. XVIII p. 309.
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of subsequent units of investment. It is obvious that

the initial costs of arranging for the rail transportetion
of a few tons of traffic are practically the seame as for a
few thousands of tons - the seme heavy expenditure must

be made for acquiring land, for surveying, for constructing
bridges, tunnels and platforms, ete. This implies thgt

the rallway is a form of investment in which the law of
deareasing supply priece, or deoreasing average costs, a&cts
strongly.

A second condition for discriminating monopoly to
yield some output, when simple competition would yleld
none, 1s that the demend for the service or product must
be elastic. The demend must he elastic in the particular
sense that at a certain stage in the demand sehedule, d
small reduction in the price would cause a sudden ' jump'
in the demand schedule: In practice it has been showmn
that when railway rates are at a moderate level, & small
reduction in the rates will ecause this Jjump in the damand'
schaedule to take plece - a demand for transport arises in
the case of commodities which would otherwise not have been
transparted at all.

The Departmental Railway Tariffs Inquiry Committee
put it as follows: "The prineiple of dharging 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 fixed charges
are spread over a greater number of units and this maskes
it possible to reduce the average level of the railway
rates. The principle of differentiating in railway tariffs
according to the ability'of the various classes of traffic
to bear different rates has not only had the effect of

redueing/..
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reducing average transport cogts, but has been of enormous
benefit to the public in enlarging the areas of production,
introdueing intensive competition by producers from dif-
ferent areas, and consequently lowering prices to consumers?”
It mst be admitted that if the only means of trans-
portation service which could be‘providéd was a railway,
then permission to base the rates on 'what the traffic will
bear' mey result in the provision of facilitlies, whereas
the enforeement of a uniform price system would exclude
cartain demands for transportation and the demend would be
insuffiecient for the rallway to be provided. But where
there is a substitute for the railway available, in the form
of a less expensive plant, then this substitute will be the
most economical method of providing for the smaller demeand.
The unit of operastion in motor transport 1s a single one
and the initial minimum unit of investment, and subsequent
increments, is relatively very smell. Thus the road service
might be used to meet the demand for transportation, which
would be insuffieient to eall forth the supply of rail trans-
port unless disorimination in the tariff was allowed.
This exception to the generalisation, that competition
equates the 'marginal social net product' and the 'marginal
privete net product' af invested resources, is then of

small/..

p. 4

2. Pigou asserts that in addition to the factors of
decreasing supply price and elastic demand scheduls,
& third condition must be fulfilled to ensure that
diseriminating monopoly would evolve an output, where
simple competition would not. The demand schedule and
the supply schedule must be related in a particular way.
If the demend priece is greater for a small quantity
than the supply price, competition would evolve an
output,but if demand price 1s very much less than sup-
ply price, neither competition nor disceriminating
monopoly would produce an output. The relation must,
therefore, be en intermediate one.
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amell practical importence. The very fact that the motor
lorry can move from one route to another and satisfy the
irregular and small demands for transportation is one of
the economic advantages of motor transport; though the
Road Motor Competition Commission seemed to consider 1t
'unfeir' that road operators should provide their ser-
vices according to the availability of traffic and
'transfer thelr activities from area to area according
to the fluctuating density of traffie.’ 1.
If the road motor service graduelly develops the
traffic until the demand for transport increases to that
extent, which would meke possible the economles of de-
creasing average costs of railway operation, then at
this stage the railway msy be economically substituted
 r the road service. Under this process of substitution,
there would be no need to grant monopoly powers to the
railways for the initisl temporery period until the
traffic had been developed by a discriminating tariff.

p’o 19.
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CHAPTER V.

"WASTEFUL COMPETITION".

Perhaps the most frequently repeated argument used
to Justify the regulation and control of road motor trans-
port 1s that the competition of the motor carrier with the
railwey involves waste. The Transport Group at the Congress
of the International Chember of Commerce held in Paris last
year p&ssad the following resolution:-

- Co-ordinstion between road and rail is necessary in
order to avold excessive competition which, by reason of the
waste incurred ultimately involves the public interest.l'

The Road Motor Competition Cémmission stated, "Experience
in other parts of the world tends to show that unregulated
and unoontrolled‘competition results in én undue and uneco-
nomic multiplication of services in certain arees and the
neglect of others."

This view that the forces of competition which operats,
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 sphere of
transport only but is, in fact, a wide-spread belief today. 5
Competition, it is sald, causes waste by forcing the adoption
of new maochines when producers would prefer to continue

using/..

1. Quoted from "Modern Transport", Feb. 2, 1935.
2. Report of Commission, p.l9.

3. The modern enthusiasm for Economic Plenning is due to
a revulsion of feeling against the levelling effects of
competitive forees. Planning has been defined by Sir
Basil Blackett as, 'a necessary corrective of the major
westes 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
eapacity and the 'premature' abandonment of productive
equipment, which suffers 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 producing
some commodities are introduced, the value of the marginal
social net produet of the resources invested in developing
these methods is less than the value of the marginal private
net product, because there 1s not included in the latter
any allowance for the depreciation which improvement causes
in the veslue of existing plant; and, as they hold, in order
to arrive at the value of the social net produet, such
allowance ought to be ineluded." 1.

Pigou then proceeds to show why this view is incorrect.
His argument, very briefly, is that the loss to the old
producers through the reduction in the priee of their pro-
duocts 1s at least equalled by the gain to the consumers.
and the profits of the 'mew' producers are a net social
gain.

In so far as a valld case can be put forward for the
protection of vested interests on humanitsrian grounds,
aven this is inapplicable to the issue of road motor com-
petition with the State-owned railways here in South Africa.
Again and again the desirability of proteeting the £143,000,000
of public monles invested in the S.A.R. was stressed; only
Mr. Sturrock in the debate on the bill in the House of Assem-
bly seamed to realise that the very fact of public ownership

made proteetion umnnecessary.

"It/..

1. Pigou "Economics of Welfare", Part II, Ch. IX, p. 188.
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"It may surprise the Minister to know that the view
of soﬁe of us is that because this asset is State-owned,
we can afford to look at the quéstion 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 losses without difficulty."” 1. In other words
since the railways are not the property of any section of
the people, there is no case for the protection of capitel
values éo 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
users or to provide better services at an expenditure

which is proportionately greater)'. No unit of trans-
portation formerly supplied by the railways will be supplied
by road transport, execept when thevlatter can produce this
unit &t a_total cost smeller than the prime cost, which would
have been involved in its production by the railweys. This
implies thet every unit now supplied by road must be sold

at a price, which 1s less by as much as the whole of the net
receipts, after prime costs have been met, which the rail-

ways would have received from producing that unit. This

proves that any loss to the railways 1s at least compensated

for/o -

1. House of Assembly 1830, Deébates, column 3679.

2.
Hayek, M™Collectivist Economic Planning", p. 224.
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for by the gain to the consumer, and that the profit of the
road operator 1s a net gain. 1.

Mr. G. J. Ponsonby, in an article on "An Aspect of Com-
petition in Transport™, in Economica, mede & very able analysis
of the cost structure of railways and of the real nature of
the so-called 'wasteful competition'.

He commences by stating that the most significsnt chara-
cteristic of railway investment is the large propertion of it,
which is lnourred on assets, which have no value in other uses
but at the same time do not lose technical efficlency with use
and do not require renewing. The expenditure on lend,cuttings,
embankments and similar sssets is speclalised end non-trans-
ferable. He asserts that the earnings in respeet of this
type of asset are in the nature of a rent or surplus.

"The practical significance of this lies in the fact
that both costs, output and prices,are, generally speaking,
independent of whether this surplus is realised or not. So
that even if the rate of interest on this form of investment
ware to fall to zero, there would be no dangerto the publie,
either of losing the facilities already being offered, or of
having rates raised against such traffic as continues to pass
*in order to cover the now greater burden of overheaﬁ costs
per unit of traffic'. For these capital charges are not over-

head costs at all, but a resultant surplus earned after having

ad justed costs, output and prices to the campany’'s best advan-

tags." 2= This/...

1. Pigou,Part II Ch. IX, ™Phe Social and Private Net Product".

2. Economice Nov. 1935, p.451. Such immobile forms of invest-
ment mast be distinquished from certain lands, such as
stations in the middle of a city and other similar special-
1sed assets of a railway which have in fact other uses and
can be sold. The holding and use of such assets does con-
stitute a cost, in the sense that the owners are denying
themselves the annulty which is its value in the other uses.
Where, howewer, the investment takes such a specialised
form, that the equipment has no value in any other use, this
cannot be regarded as a cost.
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When this investment in long-lived equipment was
made, the revenue esrned in excess of the shorter-run costs
was expected to meet the debt charges on this equipment for
the forty years, after which it would be abandoned. As @&
result 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 reflects the
new price - established as the result of technical inno-
vation - and the long-lived equipment will not be abandoned
so long &s costs per unit of output {(which is made up of
all the shorter-run costs) remain below that price. It
will no longer be used once the new means of transportation
has enabled a rice 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 costs are covered. Thus though
the revenues actually éarned may Jjustify the continued use
of both long-lived and short-lived equipment, so long as
they cover the prime costs, they do not Jjustify the renewal
of the equipment.

Mr. Ponsonby sums up: thus the abandonment of cepital
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 behaif

of each of various kinds of assets concerned'. 1. Where a
large/..

l'p. 455,
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large part 1s in respect of absolutely specialised assets,
the fall would have to be correspondingly large before
abandonment. Where interest and deprecliation on long-lived
eguipment is high relative to total expected level of earn-
inges, then within the life of these assets the fall would
have to be relatively lerge before this equipment would be
abandoned.

Thus it seams that in South Africa,where the capital
investment in immoblle &ssets, which are ebsolutely speclal--
ised in their use, has been heavy &nd where the debt sér-
vices on long-lived egquipment is relatively high, the
danger of a fall in the revenues of the Administration,
as a result of road motor competition, which would neces-
sitate the rational abandonment of equipment, seems small.

The effect of protection being extended to the rail-
ways is to check the fall in revenue and thereby enhance
the value of durable, specialised assets as it enables a
larger surplus to be earned over long- and short-run costs.
Protection may maintein revenues so as to fulfil the ori-
ginal antieipations of interest and depfeciation.én equip-
ment, long- end short-lived. Abandomment of equipment mey
be poastponed and there is the danger that at the time of
renewal, the 'protected' equipment may be replaced by
similar equipment instead of by the new means made available
by techniecal advance.

"Thus under protection eapital and labour may de
drawn into re-rendering services, for which there is a

1. There

less urgent demand than for other new services".
is then & waste of resowrces,'but the waste is the result

of protection and not of competition. The apparent

‘wastes* /..

L. p. 459.



'wastes'! of competition were in faoct incurred at the

time when the investments were made in the railways. These
wastes arise from 'over-investment' in the railways through
the failure to estimate correctly the future demand for
reilway servicas. The competition of road motor transport
was not foreseen. This failure to realise the future -
possibilities and efficiency of the motor carrier industry
resulted in an over-estimation of the revenue-esrning life
of capital investments and in inedequate provision for the
obsolescence of assets. Thus the 'alleged>waste' does not
take place &t the time of the introduetion of the improved
facilities of motor transport but at the time when the now
partially obsolete assets of the railways were originally
acquired. The introduction of the new methods merely maskes
clear the previous waste, which arose from the incorrect
anticipation of the future demand for the services of the
railway.

"When new fecilities (cdvering all their costs and
incorporating the latest technical inventions) are provided
which render older facilities incapable of meeting debt
services to the extent that was expected of them, it is not
the introduction of these new facilities that constitute
the waste. Rather their introduction, by proving the
essential unwisdom of the form emd extent of previous
| investment and poliecy, discloses the fact that there has
been waste, and no amount of proteetion can prevent that.™ 1.

In South Africa where political intervention has played
such & large part in directing investment, the waste that
showed itself with the emergence of competition naturally
seemed extensive. The legalised protection has maintained
and expanded the revenues of the railways but it cennot
obviate the waste of those misconceived opseretions carried

out meny years a&go. The estimation of the future course
of/..

1. Modern Tran rt F
TranspoTrt % the S€E§ea'1935 G.J.Ponsonby "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
demend, in the absence of proteation, would have diminished
the present capltal walue of the railway. Since the rail-
ways are State-owned, no hardship from the fall in capital
value results - no sectional interests of ownership

are affected. The railways would have continued to render
services at prices, which were previously unacceptable,
until the revenues of the railways fell to that extent

when abhandonment of assets would have taken place as out-

lined above.
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CHAPTER VX

"IN EXCESS OF PUBLIC NEEDS."

Another often-heard argument for the restriction
of road motor transport, is that in the absence of con-
trol, the facilities are provided 'in excess of publiec
needs'; or, again, unrestricted competition leads to
'an unnecessary duplication of services'. This is merely
anotherﬁmriant of the theme of wasteful competition, but
perhaps deserves speclal mention in view of the wide-
spread belief that the members of a reguletory board ere
more capable of arriving at the true needs of the con-
suming public then is the free interplay of economic
forces.

If absolute freedom of entry was permitted into the
mdtor carrier business, resources would be invested up
to that point at which the return on the investment is &t
+eest equal to the return from alternative investments.
Under a market economy, production is guided by the com-
parison of the market price of the finsl product and the
prices to be paid for the re@uired factors of production.
The coriterion of profitability 1is the best available test
of whether the 'benefits' derived from a particular in-
vestment outweigh the 'éacrifices', or not. The price
which consumers will be willing to pay for transport
services 1s a réfleetion of the beneflts to be derived
and the terms on which people will provide the services
are a measure of the sacrifices. If there is a favourable
margin, i.e. if profits are made, resources of capital
and labour will be attracted. The increase in ocutput, or

supply of transport services, may tend to a reduction in

the/..
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the least cost to the cqmmunity. In this way overlapping,
redundent or unnecessary services would disappear, and esch
form of transport would convey Jjust those passengers and goods
for which 1t was best sulted. BSuch a division of traffic
betwem different modes of itransport 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 community should be such as not to involve the

subsidisation of any one form at the expense of the others." 1.

The comment made on this in the Final Report of the
Royal Commission on Transport was:- "But as things are
today, is such a state of affairs, or even any approach to
it, practicable? Who is to decide what goods should in the
national interest be sent by rail, road, canal or ship?"

Clearly no one parson can make such a decision which
would attain the ‘'ideal division of functinn', but a very
large number of persons, constantly comparihg 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 publié'
must then be purely arbitrary; competition is the only
non-arbitrary method of determining the needs of the ﬁublic.
No onelwould wish to deny that owing to the incorrect anti-
cipation of the future course of demand for his services, an
entrepeneur may invest caplital 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

to/..

1. ®The Future of Rail Transport™ in the Economic Journal,
Dec. 1934 - article by H. H. Hallsworth, pp. 553-554.
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1. In the halcyon days before

Capetown-Sea Point route.
the local transportation board appeared at Capetown to
make up the minds of Sea Pointers by what means they really
wished to travel to Capetown and how much they wanted to
pay (i.e. before 1930), it was possible to obtain a 'bus
or a tram gt half-minute Intervals and on certaln 'buses
the fare was as low as 2d. This state of affairs, the
local board decided, was directly contrary to the true
interests of the Sea Pointers. The board began by refusing
certificates to about half the 'bus operstors, in particular
those who provided the service at the 'uneconomic fares' of
2d. and 3d. Finally a monopoly was acquired by the Capetown
Tramways and Bus Company, who bought out the few remaining
independent operators. Still zealous in the interests of
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.
"Phe local board has found that on routes served by
parallel services, i.e. 'buses and trams controlled by
one operator, the Imposition of a minimum 'bus fare is
advantageous to the oﬁerator as well as to the public.™ 2.
It is not difficult to asgree that the grant of the
most complete monopoly powers to the Company has been
advantageous to it, but after listening to the ecomments
of irate Sea Pointers, with Hobson's choice between waiting,
sometimes 10 minutes, for a 'bus or travelling by a slow
and very noisy tram, I feel that the advantage to the publiec
is/..

I speak here from actual experience.

2. Report for year ended March, 1935 (U.G. 40,1935) p. 25.
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.is not quite so consplcuous.

The Road Motor Competition Commission asserted that,
"the competition leads to the cutting of fares and rates
for transport service and, while the public may temporarily
gain by uneconomic rate-cutting - and this is a point
made much of by the advocates of free competition - in
the end i%rmust 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 ultimate i
monopoly by charging prices below cost so as to eliminate l
competitors. 2. It is hardly likely that small motor ?
carrier operators deliberately undercut railway rates and i
suffered losses with the intention of driving the S.A.R.
out of the transportetion 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 roesd operators. Instances can be found
where thé Administration deliberately undercut the prices
charged by private operators with the intention of elimina-
ting such operators and then restoring the o0ld rates. Per-
haps the donkey-wagon drivers, who undercut the Administration
In the carriage of petrol, are, in fact, waging & 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-called "cut-throat competition™ is really the
expression 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 1ts monopoly gains, where it has no
competition.
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CHAPTER VII

SOME GENERAL CONSIDERATIONS.

It seems to be very easily assumed by those who favour
the restriction of competition that, firstly, there is a
definite amount of transportation service demanded by the
public and that any traffic that the motor carrier obtains
i1s at the direct expense of the railways, and secondly,
that the sphere of operation of both forms of service is
mitually inclusive.

The first is snother 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 rallway has
not yet penetrated. FIn regard to‘goods services, the
traffic might be quite insufficient to permit of the pro-
fitable operation 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 distriets in which natural barriers have prevented
the construction of railways. Road motor services have
proved of particular usefulness in the transport of wool
and deiry products.;

In so far as the Road Motor Competition Commission
admitted that the road motor might provide supplemental
and developmental services, it claimed that such services

hed/..
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had been provided by the Road Services of the Administra-
tion rather then by private enterprise. Private operators
confined their activities to waiting until the traffic had
been slowly built up by the reilways, and then slipped in
and captured this traffic by undercutting the railway
rates. 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 privete enterprise did not engage in 'opening up the
country'. It has been explained‘at some length sbove that
the retes for certaein classes of traffic were so exceptionally
high that road operators could carry these goods at lower
rates and obtain substential 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 profiteble 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 potential sphere of road
transport would be greatly extended but it seems likely
that for same considerable time, the conveyence of raw
matérials for industry and of heavy, bulky consignments
will be undertaken by rail. In South Africa the motor
lorry 1is defiﬁitely unsuited for the handling of heavy,
long-distance goods traffic. Road speeds are in genersl
considerably less than rail speeds for the longer distances.
It is improbable, 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 reil transpart. But as
conditions are today in South Africa, if no restrietion
was placed on the operation 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 ana the railweays 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 compeéition for the suburban
passenger transport in the larger towns 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 transport. The greﬁt length of the
"long haul', the relative dffficulty of obtaining return
loads and the very bad conditions of South African roads
would seem to preclude the development of competitiwve road
transport on a large scale. In so farﬁs 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.

The/..
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The chief conclusion that emerges from the survey
af transport conditions prior to 1929-1930 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 railway menagement freed from 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 rasilways has
made permanent this rates policy, which represents some of
the worst abuses of discrimineting 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
rallways had charged according %o the ‘'cost of service
principle’. 1.

A point made by supporters of control of’transporfation
ervitces is that a certain distribution of economic resources

has/..

1. The Dept. Reilway Tariffs Inquiry Committee recommended
three schemeg to 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 per 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 with retes 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. Thils Schems,
the Committee estimated, would mean a sacrifice of
revenue of £350,000 p.sa.

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 8 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 of
the raeilway tariff would at least counteract the
further diversion of traffiec.

Pp. 18-19 of Report.
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has been established on the basis of the present system of
rallway rates. Investment in certain industries such as
agriculture (e.g. maize farming) and location of factories
has been based on this differential railway tariff. Trans-
portation costs are an important element in the cost of
produetion 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 structurse. This
is, however, merely a recognition of the need for the
application of the 'principle of gradualness' in legls-
lation and in no way invalidates the theoretical case
against the restriction of competition. Iioreover 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 'uneconomic' costs

of transport and eventuelly bring about & 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 rallway
staff would be affeected. No lengthy discussion can here
be entered into in regard to the Administration 'civilised
labour poliecy' but some mention can be made of its
gffects. 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 cecan only be mainteined if some restriéfion is
placed on the number of entrants into the department's
service. On the S.A.R. the 'civilised 1labour poliey' 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'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' 1s 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 meintenance 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 areegual. It has
been established out of public funds.™ 1.

TABLE /..

1. G. J. Ponsonby - "An Aspect of Competition in

Transport", p.448 footnote.
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TABLE Vil

EXPENDITURE ON ROADS & BRIDGES IN THE UNION.l'

1929-30 - 1934-35.

1929-30] 1930-21 | 1931-32 1932-33| [933-3L| /192, 35
PR t

T B £ z £ 7
I'\cludnnq Divisional

Coungyly tau €, (2]

ORoinaay anp &/50,777 2,234,234 2,167 6717 4830242 2,061,/13 2 340,776

APiTAL
EXPENDITURE

MunicieaiTies
Cnmimany | :
P( = S STy 243 &2 3038 79357 822432 832079 x

ckeluding Intesesf
+ loar Rqaajmcnli

2
{APITAL_

exenorore | GSTATA 739773 535630 203480  as0200 x

372,496 | 3,897,060 3,796,657) 3 576, /54 | 3673403 .

% Not available yet

TABLE Vi

REVENUE COLLECTED FROM MOTOR INDUSTRY IN UNION. 2-

1929-30 - 1934-35. —
1929-30 1(730-3/ |} /931 32| /932-33 | /933-3| /934 -35
Z Z 7 Z Fa Z
ROVINGI AL §39/56 | 926,319|1,0/6,435 | /13861 L2393 | 4497 773

TAXATION

HPORT riee, |2 720,47 6| 557 593 |/ 948 727 | 4,936,368} 2, 4T Jo77] 3 365, 557

3957,632 |2, 477,92\ 2,965,/6 2| 3,074,529 3,660,020 4,563, 30C |

{

It has proved impossible to obtaln accurate 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 colleeted in texation and customs
duties from the mq?or industry for recent years. These
figures are stroné evi;enceﬂthat the contribution of the

motor industry towards road construction and maintenance

has/..

1. Supplied by the Dept. of Census & Statistics. 1In
the case of Natal municipalities expenditure on all
public works is included.

Special 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 it is only within this period that the Union Govern-
ment has given its attention to the improvement of the
Union's 1road 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 Compatition 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
licenee fees, etc. on the motor vehicles in operation in
this country falls far short of the expenditurevnecessary
to maintain, and in many cases to reconstruct to the higher
standard modern transport requirements demand, the road
system in South Africa.”

Furthermore, as the general community benefits directly
and indireetly from road improvements, it would be unrsason-
able to demand that the @QtQT indgstyy bear the whole cost.

Certain other reasons for the necessity of control

o o7 A
were given by a member of é local boardsin a
personal interview. He said that there were many cases
on record of operators purchasing second-hand vehicles
for a few pounds and providing erratic services. The
vehicles were not road-worthy and when accidents ocecurred,
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. Moreover 1t
seems unlikely that such transport agencies would have
obtained much custom. Many of these owners, too, bought
their vehieles 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 economlc 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 companies,in attempting to gain passengers, instructed
their 'bus drivers to lgnore the ordinary traffic regula-
tions. On the Sea Point route, for instance, speedgng and
cutting-in resulted in a great number of acecidents. Here,
too, the remedy would seem to be stricter control by traffiec
authorities rather than leglslation to reduce the number of
‘buses. In any case this argument is relevant only to

municipal passenger transport.
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CHAPTER VIII.

CONCLISION.

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 1t is in the
Interests of the public or in the Interests of the railways,
for the railways' interests are, in South Africe, the pub-
lic's insterests. 1In conclusion it remains for a brief
statement to be given of the present and probable future.
position of trensport in this country and to put forward
certaln suggestions, designed to secure a cheap and effi-
cient +transportation service.

A member of = local board stated that the
most importent 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 belleved in
the system of 'controlled monopoly'. Co-ordination means
that competition of road services with the rallways amd
amongst the road operators themselves has been eliminated..
Motor carrier services have been diverted to serve as
supplemental services to the railways. Thus the position
is to-dey 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 Pretorlia in September, 1934,

the/..
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the representatives of 'certified' agencies heartily
approved of the exlsting legislation. But this is hardly
evidence of the génaral social benefits of restriction
of entry into the industry.

The future seems likely to see the extension of the
present proteetive legislation to bring within its control
the operstions of animal-drawn transport and taxi-cabs.
Apparently the profitable margin of traffic of the S.A.R.
i1s so small that the loss of a certain esmount of petrol
traffic to the donkey~wagons is sufficient to ruin the
Administration. It is not impossible that if the number
of private motor-car 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 hes shown its intention to main-
tain a practical monopoiy of the business of transport by
acquiring control of commerclial 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 eventually reap
the benefit.

The greét soclal benefits of transportation are obvious.
To a country such as this with its widely-scattered, sparse
population and vast distances the provision of an efficient
and cheap service of transportation is of vital concern.

It is of special importance that the addition to welfare,
material and immsterial, 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 full benefits of the
ever-cheapening processes of production, which heye been
called social progress?

In South Africa the immediate need, as has been repeat-
edly stressed, is to separate the management of the railways
from political intervention. The more glaring defeects of
the present administration may be removed through remedial
legislation. The obvious requirement 1s the establishment
of a really independent Railways and Harbours Board, which
ﬁould ensure that those provisions of the South Africa Act,
designed to safeguard railway users against the increased
cost due to politically-imposed burdens, would be enforeced.
Control of the railways should be vested in the Board,
which should not aet 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 representatives of vested interests. If Parliament
should desire thet any particular industry or section of
the people should have the benefit of especialiy low trans-
portation 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 ageinst accident and that they should not be allowed

to/..
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to diseriminate 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. 1.

The competition of private operators with the rail-
ways and of the private operators amonst themselves would
result in the cost of transportation epproaeching the ideal
of the 'cost of service' principle. Under competition
there could be no such thing as 'surplus capacity', eas
any operator who did 'not cover his costs would either
move out of the business or go insolvent. Investment
would be restricted only by the possitlity 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 unprofitaeble 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 ih his providing

a check on monopoly.

1. If &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.



APPENDIX I.

TABLE ILLUSTRATING EFFECT OF BUS COMPETITION ON THE
RAILWAY LINE BETWEEN CAPETOWN AND WYNBERG.

 Amount of Revenue and No. of Passenger Journeys on the
Cepetown-Wynberg railway.

Morw ) 1920 /727 /192°& /9,2 9
No.or Frssencer Revenur Vo o FASSENGER R e || No. oF Prssenc er |Revenue| No. 0F Phsseneed Revewoe
B Jovaneys | f JourneYs £ JougneYs | £ | Joumweys | #
Tanungy 477,566 |4,355) LT, 838 \lasul, 249,90 986
FEeRUARY h444493 13328 /ST U1 | G148 4222 746 (5043
HAleu 4342450 |uys0z| 4213285 a2 304627 |697
APRIL 4524, 5l |4,375 420675 14192 430 6/0; 15, %0
Mav 4533, 403 \garl 4523523 Yga73|| 427,002 {5738
June 1,496,053 | 13,956|| 4,142,274 | 7565 | 424 6,337 Vg, 566
Juy /426, 790\/3,320\ 5278, 7% 8|r0s35 || 4 3 42,755 |18, 71
Auveust /456,600 |3038 || 4754,607 | 7363
Se premaer 4402875 /2525 4234700 0,42
Ccroeer || 6520, 210 \4473 ) 1392 /70 (15 708 || /360464 \48/5
Novemeer | » 004, 72 4,535\ /,328434ly758 | £.260679 |, 72
Deceneen | 150247 %7\ 6262207 p564 | 4276872 | /67

This Table 1is obtained from Appendix IV of Memo-
randum submitted by the General Menager of the Rallways
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 1lst April, 1929.



NOTE:

At the Southern Africé;Transport Conference held
recently in Johannesburg, the following resolution
regarding competition in transport was pessed:

"It 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 maintaln primary production, and that
this policy was seriously imperilled where uncontrolled
coumpetition by other forms of transport was allowed."
Cape Times, Sept. 15, 1936.

This is further evidence of the fact that the real
aim of restrictive legislation 1s to preserve a particular

system of railway rates.





