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1. INTRODUCTION 

1.1 Industry Profile 

The importance of infrastructure for sustained economic development is well 

recognised. Adequate and efficient infrastructure lowers transaction cost, has 

strong backward and forward linkages, directly impacts the quality of life and 

acts as a catalyst in the growth and development of an economy. Transport 

is a crucial component of infrastructure. A well- developed transport network 

facilitates the integration and interdependence of different sectors by aiding 

quick and adequate movement of people and material. Therefore, if 

agriculture and industry make up the “body” of the Indian economy, transport 

and communications constitute its “nerves”. 

Table 1 (Source: http://shodhganga.inflibnet.ac.in/bitstream/10603/705/9/09_chapter%201.pdf) 

The transport system helps in expanding the market for goods and by doing 

so, it aids reaping the benefit of division of labour and thereby large-scale 

production. It is essential for the movement of raw materials, fuel, machinery 

etc., to the places of production. The more extensive and continuous the 

production in any sector, the greater will be the need for transport facilities. 

India has an extensive road network and provides amenity to millions of 

people every day, thus road transport is one of the important ingredients for 

the social and economic development of the country. India has the third 

largest road network in the world stretching 3.32 million kilometres in length. 
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According to the World Bank, national highways in India constitute a length of 

close to 70,748 km, which is a mere two percent of the road network, but 

carry about 40 percent of the total road traffic in India.3 The significance of 

transportation is relative to the economy and the population of a country; 

India being the world’s second fastest growing economy and being the 

second largest populated, transportation plays a crucial role in its economic 

development and sustainable growth. 

In the transportation sector, road transport has emerged as a dominant 

segment with a share of 4.8 percent in India’s Gross Domestic Product 

(GDP) in 2008-09. 

 

Share  of Different Modes of Transport in GDP 
 

Sector 
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 

As percentage of GDP (at factor cost and constant prices) 

Transport of which: 6.3 6.7 6.7 6.7 6.7 6.6 

Railways 1.2 1.0 1.0 1.0 1.0 1.0 

Road Transport 4.3 4.8 4.8 4.8 4.7 4.8 

Water Transport 0.2 0.2 0.2 0.2 0.2 0.2 

Air Transport 0.2 0.2 0.2 0.2 0.2 0.2 

Table 2(Source: Road Transport Year Book (2007-09) available at http://morth.nic.in/showfile.asp?lid=420) 

The modal  growth rates have varied with road transport  growing at  a  much 

higher rate compared to  other  competing modes like inland water, railways 

and air  transport  despite significant barriers to inter-state movement of 

freight and passenger by road (Table 2). 
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Table 3(Source: http://planningcommission.nic.in/aboutus/committee/wrkgrp11/wg11_roadtpt.pdf) 

Now with the current ambitious target of 9-10 percent economic growth rate, 

it becomes imperative for the Indian government to ensure cheap, convenient 

and accessible road transportation. Also, for sustaining that high level of 

growth would require much higher order of growth in road transport sector. 

Consequently, transportation by road has steadily expanded over the years 

and for the purpose of this paper, it can be broadly classified into two groups, 

i.e. passenger and freight transport 

 

 

 

 

 

  

 

Figure 1(Source: Research study of the road transport sector in India.pdf by The Ministry Of Corporate Affairs, Govt. 

of India) 

Average Annual Growth (%) in Transport Sector GDP* 

Sector 2004-05/2000-01 2005-06/2000-01 

Overall GDP 6.0 6

.

4 
Transport 8.7 8

.

8 
Railways 6.0 6

.

5 
Other Transport: 9.3 9

.

3 
Road 9.7  

Water 7.6  

Air 8.1  

Services ** 5.1  

* GDP at factor cost in real terms  (1999-2000 prices) ; ** Services incidental  to Transport 
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Market Structure and Reported Competition Issues  

Like many economic activities that are intensive in infrastructures, the 

transport sector is an important  component  of  the  economy  impacting on  

development  and  the  welfare of populations. When transport systems are 

efficient, they provide economic and social opportunities and benefits that 

result in positive multipliers effects such as better accessibility to markets, 

employment and additional investments. When transport systems are 

deficient in terms of capacity or reliability, they can have an economic cost 

such as reduced or missed opportunities. Transport also carries an important 

social and environmental importance, which cannot be neglected. Thus, from 

a general standpoint the economic impacts of transportation can be direct 

and indirect: 

 Direct impacts related to accessibility change where transport enables 

larger markets to save time and costs. 

 Indirect impacts related to the economic multiplier effects where the 

price of commodities, goods or services drop and/or their variety 

increases. 

Mobility is one of the most fundamental and important characteristics of 

economic activity as it satisfies the basic need of going from one location to 

the other, a need shared by passengers, freight, etc. and information. 

Reduced mobility impedes development while greater mobility is a catalyst 

for social and economic development. Mobility is thus a reliable indicator of 

development. Providing this mobility is an industry that offers services to its 

customers, employs people and pays wages, invests capital and generates 

income. The economic importance of the transportation industry  can  thus  

be  assessed from  a  macroeconomic and  microeconomic perspective: 

 At the macroeconomic level (the importance of transportation for a 

whole economy), transportation and the mobility it confers are linked 

to a level of output, employment and income within a national 

economy. In many developed countries, transportation accounts 

between 6% and 12% of the GDP. 
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 At the microeconomic level (the importance of transportation for 

specific parts of the economy) transportation is linked to producer, 

consumer and production costs. The importance of specific transport 

activities and infrastructure can thus be assessed for each sector of 

the economy. Transportation accounts on average between 10 and 15 

percent of household expenditures while it accounts around 4% of the 

costs of each unit of output in manufacturing, etc. 

The roads goods transport industry in India has never been regulated the 

way it has been in many other countries. But as mentioned earlier, a 

regulatory framework in the form of the Motor Vehicles Act has been in place 

since 1939. This did provide for restrictions on permits but over a period of 

time these have been relaxed to a very large extent permitting easy entry into 

the industry and for movement all over the country. This is perhaps the only 

deregulatory move that has taken place in India as far as the trucking sector 

goes. The credit for this development goes to the Indian railways, which had 

no capacity to offer on a regular basis even with regard to bulk items. But as 

observed by the various committees and pointed out by the different studies, 

the Motor Vehicles departments of states have mainly focused on the 

collection of revenue (tax and otherwise) rather than on effective 

enforcement of the provisions of the Motor Vehicles Act. 

As a result, an effective regulatory framework has, never been attempted to 

be put in place. This has emerged over the years as a major external 

impediment (in terms of a number of dimensions) to the effective growth of 

the trucking industry in India. This is a matter of concern especially when 

viewed in the context of an emerging globalised competitive economy. 

Key Players 

Structure of the road freight transport industry in India is highly fragmented. 

The industry broadly consists of players who provide the transportation 

services, intermediaries (transport contractors/booking agents) who offer 

haulage services, brokers supplying equipment, drivers for commission and 
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the consignors constituting the ultimate demand for the services.14 It is 

primarily composed of three key players as described below. 

 Transporters:  These are trucking companies which have the primary 

contact with shippers and receiving customers. They solicit freight, 

largely on an annual price quote basis, bill, collect, and carry the 

accounts receivable, are responsible for cargo loss and damage 

claims and perform the other customer service functions. Some, like 

the Transport Corporation of India (TCI), are fairly substantial   

enterprises with many business locations. They typically own a fleet of 

trucks and often warehouses and terminals as well.  But they rely 

primarily on small truck operators for their line-haul (intercity) 

transportation. 

 

 Truck Operators: These individuals (often called owner-operators) 

typically own one or a very small fleet of trucks, which usually are 

financed by high-leverage debt. In a few cases, these operators own 5 

to 10 trucks. This category includes the single (or small truck 

operators owning 1-5 trucks) truck operator, who are very large in 

number. Entry barriers are low in the sense that:  

a) There are low capital requirements,  

b) ease of availability of capital though at high cost,  

c) very little expertise required in terms of educational skills, and  

d) ease of obtaining driving licenses and permits. 
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Figure 2(Source: Research study of the road transport sector in India.pdf by The Ministry of Corporate Affairs, Govt. 

of India) 

 Intermediaries 

Booking agents/Transport Contractors: Booking agents are firms or 

persons who accept and store goods, both parcels and bulk and 

arrange for their movement through operators. This agent is really the 

person who represents the demand, i.e. negotiates with and on behalf 

of users. He is responsible for collecting, forwarding or distributing 

goods carried by goods carriages and also for cargo loss and damage 

claims while performing other customer service functions. In some 

cases, the agents own trucks and also function as operators. In 

addition to these services, the agents also advance money to 

operators (especially small ones) to help meet their working capital 

requirements and by discounting bills on unloading. As regards the 

volume of business handled by this category of intermediaries, it is 
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generally accepted that they have a virtual monopoly of most inter-

state and long-distance movement. 

Brokers/commission agents/suppliers of vehicles: A broker is normally 

expected to represent the supply side, i.e. truck operators, and though 

in the past there have been booking brokers who have represented 

user interests for a commission. The broker takes a commission from 

the truck owners and ensures the supply of trucks to the transport 

company/booking agent. Given that the dependence on small 

operators is significant, there are issues of reliability of the operators, 

the movement etc. from the perspective of the user which is 

supposedly taken care of by the broker who normally is sought out by 

truck operators for loads. The World Bank (2005) also observed the 

necessary role played by brokers in terms of ensuring a quality control 

on the reliability of the operator and also as a means of facilitating 

prompt loading by the operators. Large fleet operators depend on 

these brokers for moving a certain volume of traffic over and above 

what their own fleet would permit. 

The evidence that has emerged over quite some period of time is that the 

middlemen/ intermediaries, which include booking agents and brokers, are 

the dominant players in the market and they in fact are the real “makers” of 

the market. Given this feature, the issue is: who and/or what determines the 

freight rates? National Council of Applied Economic Research (1979) 

indicated that booking agents, besides other functions, also had a role in 

fixing freight rates, i.e. the rate charged to the user and the rate given to 

operators. 

Despite many remaining impediments, mainly concerning the existing 

infrastructure, India has achieved a highly competitive, low-cost road freight 

transport industry for basic services, with highway freight rates among the 

lowest in the world. The industry is deregulated and, as in many countries, 

highly fragmented with many small operators, as mentioned above. The 
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industry’s structure, comprising transporters, truck operators, broker agents, 

etc. is market-driven and appears to be serving the market reasonably well. 

Given the very low freight rates, one has to conclude it is an effective industry 

structure. It is the constant pressure of a highly competitive market that 

delivers to India’s shippers some of the world’s lowest freight rates. While the 

industry delivers very low freight rates, service quality is poor, with low 

reliability and transit times nearly double that of developed countries. 

Need for Regulation 

Basically, the industry is characterised by large number of operators and 

users and sufficiently large number of intermediaries between these two 

players. The question – what are the agreements between the various 

players?  Some are formal while most seem to be informal. 

These informal agreements appeared to be often highly iniquitous as a direct 

consequence of the intermediaries‟ access to information. The power the 

intermediaries exert over the industry is not, however, matched by the capital 

employed by them. This suggests that there is an imbalance in the way the 

revenue is being shared by the various players in the industry. Clearly, there 

is need to bring the intermediaries under the purview of regulation. Section 

93 of the Motor Vehicles Act provides for licensing inter alia of any agent or 

canvasser engaged in the business of collecting, forwarding or distributing 

goods by trucks. The wording of the section seems ambiguous. Any 

interpretation would imply that this section does not cover brokers and 

booking agents. There has been mushrooming of unscrupulous 

brokers/booking agents. There is a need to include brokers/booking agents 

within the scope of this section explicitly. 

Evidence of Cartelisation 

Further, there are also instances of cartelisation being facilitated by truckers 

union around major production sites and factories, which also impairs 

competition in the sector. For example, in 1977, an enquiry (RTP Enquiry No. 
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32 of 1977) was instituted against Truck Operators Union by the Monopolies 

and Restrictive Trade Practices Commission (MRTPC). It was held that the 

Constitution of the Union enabled the existing members to keep out new 

entrants from the market of transportation of fruits and vegetables on 

arbitrary grounds. It was alleged before the Commission that if any 

transporter attempted to enter the market and offered to transport fruits and 

vegetables, he was restrained to do so by force. While ordering modification 

of the impugned clause of the constitution of the Union, a ‘cease and desist’ 

order was passed against the Union, inter alia, prohibiting it from stopping 

any truck operator, whether member of the Union or not, from entering the 

fruits and the vegetable market and offering to undertake transportation 

services (Order No. February 20, 1978). 

Given the dominance of small operators and the user requirements in terms 

of reliable handling, loss protection, the role of the intermediaries is 

substantial and proving to be useful to both from demand and supply 

perspectives. However, concerns have been raised regarding cartelisation 

practices in local movements and bid rigging practices in the context of 

attempts to compete for the market by way of tenders and open bid 

procedures. These concerns need to be looked into and such practices be 

removed/curbed. 

Issues related to Taxations 

Taxes of various kinds and in varying rates are often imposed without 

consideration to their distorting aspects. States have often attempted to 

reduce taxes in a competitive spirit to attract trade and industry to the state 

concerned]. Such competition in sales tax leads to legitimate concerns and 

there has also been an attempt to unify and harmonise sales tax rates so as 

to move towards a value added tax (VAT). However, there is also the issue 

that in an attempt to absorb the resultant revenue loss from lowering of sales 

tax rates, states have sought to identify new sources for levying taxes. There 

has, thus, been a growing tendency to transfer tax liability to the 

transportation sector for quite some time. 
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The tax regime is both transport- and commodity-specific.  Vehicles are 

detained for checking payment of commodity-specific taxes such as sales 

tax, octroi and other local. These checks are generally done by the 

respective agencies at separate points, resulting in more than one detention 

for this purpose. At the same time, there are specific taxes levied on the 

transportation sector, for instance, road tax, national and state permits, etc. 

Taxation of motor vehicles is a widely used instrument for raising resources. 

Usually, the transport carrier is detained at five different locations for 

collection of tax or checking the papers at the state and district level. 

Octroi is yet another tax that affects the road transport sector. Its problems 

include cumbersome and  vexatious administration and  collection  

processes,  regressive incidence of  tax  and commodities open  to  multiple 

valuation, leading  to  malpractices. However, octroi yields substantial 

revenue for local bodies at State level. It is generally based on quantity or 

weight (specific tax) or sometimes on the value of the commodity (ad valorem 

tax) entering a local area. It is assessed and collected at the point of entry by 

stopping the vehicle. However, the tax being mostly specific, there are many 

rate categories. The point of assessment and collection being the entry point 

of a local area, this causes arbitrariness in assessment and delays in 

transportation. It also encourages corruption. Most high powered committees, 

like the Lakdawala Committee (1974), the Chelliah Committee (1980) and the 

Papola Committee (1985), have recommended abolition of octroi and its 

replacement by entry tax or the imposition of an additional surcharge on 

sales tax. An ambitious recommendation was made by the LK Jha 

Committee (1977), which recommended octroi’s abolition without linking it 

with any alternative sources of revenue. Various industry associations like 

Confederation of Indian Industry have also requested the government to 

substitute octroi with a suitable alternative. 

According to Debroy and Kaushik (2001) what differentiates the existing 

system in India with that of taxation practiced outside India is the delay and 

harassment in the tax recovery system. Domestic trade taxes in India are in 

need of reform. The tax regime that is in place today is archaic, irrational and 
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complex. It interferes with the free play of market forces and competition, 

causes economic distortions and entails high costs of compliance and 

administration. Under the Constitution, the basis of excise duties and sales 

tax, the two principal  components of the domestic trade taxes, are distinctly 

defined – excise duty as a tax on production of goods and sales tax on 

consumption (sale or purchase). In practice, the two have come to overlap 

because of the problem in administering taxes at retail level. 

The various laws and agencies governing inter-state movement of goods in 

India can be classified as: 

 Carriage by Road Act, 2007 

 Carriage by Road Rules 2011  

 Central Sales Tax Act, 1956 

 Various State Sales Act/State VAT    

 Octroi and Entry Tax 
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2. LITERATURE REVIEW 

Since logistics advanced from 1950s, there were numerous researches 

focused on this area in different applications. Due to the trend of 

nationalisation and globalisation in recent decades, the importance of 

logistics management has been growing in various areas. For industries, 

logistics helps to optimise the existing production and distribution processes 

based on the same resources through management techniques for promoting 

the efficiency and competitiveness of enterprises. The key element in a 

logistics chain is transportation system, which joints the separated activities. 

Transportation occupies one-third of the amount in the logistics costs and 

transportation systems influence the performance of logistics system hugely. 

Transporting is required in the whole production procedures, from 

manufacturing to delivery to the final consumers and returns. Only a good 

coordination between each component would bring the benefits to a 

maximum. 

2.1 Overview of Logistics   

Definition 

Council of Logistics Management (1991) defined that logistics is ‘part of the 

supply chain process that plans, implements, and controls the efficient, 

effective forward and reverse flow and storage of goods, services, and 

related information between the point of origin and the point of consumption 

in order to meet customers’ requirements’. Johnson and Wood’s definition 

(cited in Tilanus, 1997) uses ‘five important key terms’, which are logistics, 

inbound logistics, materials management, physical distribution, and supply-

chain management, to interpret. Logistics describes the entire process of 

materials and products moving into, through, and out of firm. Inbound 

logistics covers the movement of material received from suppliers Materials 

management describes the movement of materials and components within a 

firm. Physical distribution refers to the movement of goods outward from the 

end of the assembly line to the customer. Finally, supply-chain management 
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is somewhat larger than logistics, and it links logistics more directly with the 

user’s total communications network and with the firm’s engineering staff. 

The commonality of the recent definitions is that logistics is a process of 

moving and handling goods and materials, from the beginning to the end of 

the production, sale process and waste disposal, to satisfy customers and 

add business competitiveness. It is ‘the process of anticipating customer 

needs and wants; acquiring the capital, materials, people, technologies, and 

information necessary to meet those needs and wants; optimising the goods- 

or service-producing network to fulfil customer requests; and utilizing the 

network to fulfil customer requests in a timely way’ (Tilanus, 1997). Simply to 

say, ‘logistics is customer-oriented operation management’. 

Components of Logistics System   

Figure 3 provides an overview of the logistics system. Logistics services, 

information systems and infrastructure/resources are the three components 

of this system and closely linked. The interaction of the three main 

components in the logistics system is interpreted as follows. 

Logistics services support the movement of materials and products from 

inputs through production to consumers, as well as associated waste 

disposal and reverse flows. They include activities undertaken in-house by 

the users of the services (e.g. storage or inventory control at a 

manufacturer’s plant) and the operations of external service providers. 

Logistics services comprise physical activities (e.g. transport, storage) as well 

as non-physical activities (e.g. supply chain design, selection of contractors, 

freightage negotiations). Most activities of logistics services are bi-direction. 

Information systems include modelling and management of decision making, 

and more important issues are tracking and tracing. It provides essential data 

and consultation in each step of the interaction among logistics services and 

the target stations. Infrastructure comprises human resources, financial 

resources, packaging materials, warehouses, transport and communications. 
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Most fixed capital is for building those infrastructures. They are concrete 

foundations and basements within logistics systems. 

 

Figure 3. Overview of Logistics System (source: BTRE, 2001) 

History and Advancement of Logistics 

Logistics was initially a military activity concerned with getting soldiers and 

munitions to the battlefront in time for flight, but it is now seen as an integral 

part of the modern production process. The main background of its 

development is that the recession of America in the 1950s caused the 

industrial to place importance on goods circulations. The term, logistics, was 

initially developed in the context of military activities in the late 18th and early 

19th centuries and it launched from the military logistics of World War II. The 
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probable origin of the term is the Greek logistikos, meaning ‘skilled in 

calculating’. (BTRE, 2001) Military definitions typically incorporate the supply, 

movement and quartering of troops in a set. And now, a number of 

researches were taken and made logistics applications from military activities 

to business activities. 

Business logistics was not an academic subject until the 1960s. A key 

element of logistics, the trade-off between transport and inventory costs, was 

formally recognized in economics at least as early as the mid-1880s. (BTRE, 

2001) Based on the American experience, the development of logistics could 

be divided into four periods (Chang, 1998), which are represented as Figure 

4. 

 

Figure 4. Logistics historical development(source: BTRE, 2001) 

Before the 1950s, logistics was under the dormant condition. Production was 

the main part of the managers concerned, and industry logistics was once 

regarded as “necessary evil” in this period. During the 1950s to and 1960s, 

applying new ideas of administration on business was a tendency. Drucker 

(2001), who thought Logistics was The Economy’s Dark Continent, regarded 

the procedure of physical distribution after producing products as the most 

possible development area in American businesses but also the most 

neglected area. Lewis’s study (cited in Chang, 1998) in 1956 on the role of 

air transportation in physical distribution was the application of “total cost 

concept” and it pointed out the notions of trade-off between inventory and 

transportation. From the 1970s onwards, more and more applications and 

researches of logistics appeared. Due to petroleum price rise in 1973, the 

effects of logistics activities on enterprises grew. Slow growth of market, 

pressure of high stagflation, release of transportation control, and 
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competitions of the third world on products and materials all increased the 

significance of logistics system on planning and business at that time. 

The further tendency of logistics in the early 21st century is logistics alliance, 

Third Party Logistics (TPL) and globalised logistics. Logistics circulation is an 

essential of business activities and sustaining competitiveness, however, to 

conduct and manage a large company is cost consuming and not economic. 

Therefore, alliance of international industries could save working costs and 

cooperation with TPL could specialize in logistics area. 

Forms of Logistics – Supply chain management 

Supply Chain Management (SCM) is the concept for handling the production 

procedures in broad sense. An effective SCM application could promote the 

industry to satisfy the demand of new business environment. Ross (1998) 

defined SCM as ‘a continuously evolving management philosophy that seeks 

to unify the collective productive competencies and resources of the business 

functions found both within the enterprise and outside in the firm’s allied 

business partners located along intersecting supply channels into a highly 

competitive, customer-enriching supply system focused on developing 

innovative solutions and synchronizing the flow of marketplace products, 

services, and information to create unique, individualized sources of 

customer value.’ 

SCM can be divided into three main activities – purchase, manufacture and 

transport (Thomas et al., 1996). Cooper et al. (1997) analysed the three 

elements of SCM – supply chain business processes, supply chain 

management components, and supply chain network structure. Figure 5 

shows the entire elements in SCM frame. It displays the details of the whole 

processes from purchasing, management, production, and distribution to 

customers. The information flow is like an individual system to link the whole 

supply chain from supplier and manufacturer to consumer. Unimpeded 

information flow could increase the operation accuracy for costs saving and 

promote the competitiveness of firms. The product flow   proceeds   through   

the   whole   production   processes   from   material   supply   via 
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manufacturers till providing the finished products to consumers. The items in 

vertical direction show the various management tasks within the supply 

chain. Particularly, the return flow, or reverse logistic, is one of the elements 

in the system but with converse direction from the others. 

 
 

Figure 5. Interaction of business processes and supply chain (source: Cooper et al., 1997) 

 

Reverse Logistics 

The  concept  of  reverse  logistics  has  been  applied  in  promoting  

customer  service  and resources recycling. Concerning quality control, the 

defective components and finished products will be returned to their 

producers through reverse logistics systems. Nowadays, reverse logistics 

has been developed rapidly for increasing industries’ competitiveness, 

promoting customer service level, and recycling the reusable material.  

Meanwhile, the demand of reverse logistics brings out a new market for the 

third-party logistics industries. 

Rogers et al. (1998) defined reverse logistics as ‘the process of planning, 

implementing, and controlling the efficient, cost effective flow of raw 

materials, in-process inventory, finished goods and related information from 

the point of consumption to the point of origin for the purpose of recapturing 

value or proper disposal’. Figure 6 shows the structure of logistics systems, 

which includes forward logistics, backward logistics and information flow. The 
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flow in black arrows presents the direction of reverse logistics, whose 

direction is counter to the ordinary logistics represented in hollow arrows. The 

information flow interlaces between different stakeholders within the system. 

Each stakeholder can communicate with the others directly to maximum their 

profitability. Reverse logistics will be adopted in various modes and 

applications in the future due to its efficiency and benefits in environment 

protection. 

The two main reasons behind the rise of reverse logistics are the 

globalisation of markets and policies for environment protection. A successful 

reverse logistics could help to increase the service level of companies and 

reduce the costs of producing processes. More and more companies want to 

build their reverse logistics system, however the system needs professional 

knowledge in logistics management and particular facilities. Thus the third-

party logistics service provides another option for small to middle size 

companies to have their reverse logistics system. Figure 7 shows a system of 

reverse logistics service on how FedEx, a third- party logistics provider, 

serves Acer computer, the customer company. At the first step of the system, 

the customer applies a request for returning the product through the Internet, 

and then FedEx builds the data of the products; meanwhile the system 

organizes the route of the delivery trips of the product. The customer can 

check the processing condition and wait for sending back at the right time. 
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Figure 6 (Source: Krumwiede et al., 2002) 

 
 
 
 

 
Figure 7 Third-party reverse logistics 

(Source : http://www.fedex.com/us/solutions/downloads/acer.pdf) 

http://www.fedex.com/us/solutions/downloads/acer.pdf
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Maritime Logistics 

Maritime industry plays an important role in international freight. It can 

provide a cheap and high carrying capacity conveyance for consumers. 

Therefore, it has a vital position in the transportation of particular goods, such 

as crude oil and grains. Its disadvantage is that it needs longer transport time 

and its schedule is strongly affected by the weather factors. To save costs 

and enhance competitiveness, current maritime logistics firms tend to use 

large- scaled ships and cooperative operation techniques. Moreover, current 

maritime customers care about service quality more than the delivery price. 

Thus, it is necessary to build new logistics concepts in order to increase 

service satisfaction, e.g. real-time information, accurate time windows and 

goods tracking systems. The operation of maritime transport industry can be 

divided into three main types:  

 Liner Shipping: The business is based on the same ships, routes, 

price, and regular voyages.   

 Tramp Shipping:  The characters of this kind of shipping are irregular 

transport price, unsteady transport routes, and schedule. It usually 

delivers particular goods, such as Dry Bulk Cargo and crude oil.  

 Industry Shipping: The main purpose of industry shipping is to ensure 

the supply of raw materials. This sometimes needs specialized 

containers, such as the high-pressure containers for natural gas. 

Air Freight Logistics 

Air freight logistics is necessary for many industries and services to complete 

their supply chain and functions. It provides the delivery with speed, lower 

risk of damage, security, flexibility, accessibility and good frequency for 

regular destinations, yet the disadvantage is high delivery fee. Reynolds-

Feighan (2001) said air freight logistics is selected ‘when the value per unit 

weight of shipments is relatively high and the speed of delivery is an 

important factor’. The characteristics of air freight logistics are that:  
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 Airplanes and airports are separated. Therefore, the industries only 

need to prepare planes for operation;  

 It allows to speed delivery at far destinations;  

 Air freight transport is not affected by landforms. 

Research data show that the freight transport market keeps growing. Given 

the trend of global markets, air freight logistics also has to change their 

services. The future tendencies of air freight development are integration with 

other transport modes and internationalisation and alliance and merger 

between air transport companies The future pattern of air freight logistics is 

cooperative with other transport modes, such as maritime and land transport, 

to provide a service base on Just-In-Time, and door-to-door. 

Land Logistics 

Land logistics is a very important link in logistics activities. It extends the 

delivery services for air and maritime transport from airports and seaports. 

The most positive characteristic of land logistics is the high accessibility level 

in land areas. The main transport modes of land logistics are railway 

transport, road freight transport and pipeline transport. 

Railway transport has advantages like high carrying capacity, lower influence 

by weather conditions, and lower energy consumption while disadvantages 

as high cost of essential facilities, difficult and expensive maintenance, lack 

of elasticity of urgent demands, and time consumption in organizing railway 

carriages. Road freight transport has advantages as cheaper investment 

funds, high accessibility, mobility and availability. Its disadvantages are low 

capacity, lower safety, and slow speed. The advantages of pipeline transport 

are high capacity, less effect by weather conditions, cheaper operation fee, 

and continuous conveyance; the disadvantages are expensive 

infrastructures, harder supervision, goods specialization, and regular 

maintenance needs. 

The  excessive  usage  of  land transport  also brings  many  problems,  such  

as  traffic  jams, pollution  and  traffic  crashes.  In  the  future,  to  improve  
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the  land  transport  in  transport efficiency and reliability, a revolution of 

transport policies and management is required, e.g. pricing. 

Express Delivery 

As the increasing demand of time accuracy and decentralization of 

production, the need to reduce stock costs has led to the Just-In-Time (JIT) 

delivery principle, which involves more frequent delivery of materials at the 

right time and at the right place in the production process. The characteristics 

of express delivery are:  

 Door-to-door service;  

 Efficiency;  

 Traceability;  

 Just-In-Time (JIT);  

 Growing various delivery demands.  

The trend toward increasingly compact products is expected to improve the 

cost-benefit ratio of express delivery by decreasing the transportation cost 

share. Smaller products will enlarge the market for express delivery services. 

Also, the increasing value of products requires rapid transportation, because 

companies want to reduce the interest costs bound up in stock and 

inventories. For future development, the industries should consider 

integrating the services with 24-hour stores so that customers could choose a 

certain shop as the pick-up station. Meanwhile, the services would become 

more efficient and controlled due to more regular routes to those shops 

instead of personal houses. 

E-commerce 

E-commerce is the future trend of business style. It brings many benefits for 

both companies and consumers:  

 E-commerce expands the market area from regional to global;  
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 E- commerce uses electronic techniques instead of traditional paper 

works, which promotes the industries’ efficiency and competitiveness;  

 The number of trips is increased. On the other hand the average load 

of single trip is reduced, which means it needs higher carriage if using 

the same means of transportation;  

 E-commerce will impact on transport system due to the increased 

trips;  

 E-commerce might reduce the number of warehouses and the stock 

cost. Therefore the prices could be lowered.  

Figure 8 express the differences between the transport patterns of traditional 

trade and e-commerce. However other new topics, of course, accompany 

with the system and need to be concerned, such as Internet security, 

transport impacts and door-to-door services. A healthy and successful e-

commerce environment is determined by the optimal logistics operation. 

 

 

Figure 8. The transport pattern of traditional business 
(Source: Proceedings of the Eastern Asia Society for Transportation Studies, Vol. 5, pp. 1657 - 1672, 

2005) 
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3 RESEARCH METHODOLOGIES: 

3.1 Need of the study:  

The project was an attempt to find out the irregularities in the Indian road 

transport sector and then to develop an IT solution to cater to this issue.  

With the help of the responses given by the transporters and customers, we 

were able to understand the requirements of the customers and hence tailor 

our service accordingly. 

3.2 Scope of study:  

Scope of this study has been limited to Delhi only as of now. However, the 

operations can be conducted from various major cities in North – India and 

central India.  

3.3 Data Collection  

Source of data: 

The data collected was both primary and secondary in nature. Primary 

research consisted of visiting the transporters for understanding their 

business and the inefficiencies they are facing. 

Secondary research helped us to validate those inefficiencies.  

Primary research also helped us in implementation of our project by 

assessing the various web developers and choosing the one as per our 

needs and budget. 

Using primary data in research improves the validity of research. First-hand 

information obtained from a sample that is representative of the target 

population will yield data that will be valid for the entire target population.  
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Data collection: 

Data collection is the process of gathering and measuring information on 

variables of interest, in an established systematic fashion that enables one to 

answer the questions regarding the viability of the project and evaluating 

outcomes. The data collection component of research is common to all fields 

of study including physical and social sciences, humanities, business, etc. 

While methods vary by discipline, the emphasis on ensuring accurate and 

honest collection remains the same. 

The method of data collection was face to face interactions. 

Target Group: 

The target people were the blue collar workers as well as the managers of 

different departments in a transport company. The target group was 

contacted through the board line numbers of the company or by personal 

meeting. 

Sampling method: 

In case of both the transporters and web developers random sampling was 

used. 

3.4 Tools of Analysis  

Since most of the analysis was qualitative and not quantitative hence no 

specific tools were used to reach conclusion. However, basic excel 

functionalities have been used.  
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3.5 Limitations of the project:  

 The project requires a large funding for effective marketing and 

propagation of project idea amongst the prospective users of the 

system. 

 The time limitation is a constraint because this project encompasses 

larger vision and .IT implementation takes time. 

 When interacting with a company representative, the privacy policy 

hinders getting clear info about the service 

 Searching and evaluating the web developer for the project requires 

an in-depth knowledge of the market and lack of it can hinder the 

project progress. 
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4. FINDINGS  

Historically, road freight in India has increased since its 1950–51 from a level 

of 6 billion tonne kilometers (BTKMs) to 1,086 BTKMs in 2009–2010, 

witnessing a CAGR of 9.21 percent during this period. However, the market 

scenario is uncertain in future, given the uncertainly in global and domestic 

economies. Hence, several possible scenarios have been considered to plot 

market projections for the next few years. While the optimistic scenario 

assumes GDP growth of 6.1 percent — implying a freight CAGR ~ 7.6 

percent — the optimistic scenario assumes a GDP of 9.0 percent, implying a 

freight CAGR ~ 9.6 percent. The resulting road freight opportunity is 

estimated to range from about 1,300 BTKMs in 2012–13 to more than 2,000 

BTKMs in 2016–17. 

 

 

 

 

 

 

 

 

 

Figure no. 9 

India’s third-party logistics (3PL) market is an attractive business opportunity 

for logistics service companies and should provide further impetus for growth. 
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Multiple factors — particularly rising domestic consumption — are driving 

growth in the Indian road transportation segment. Further, improvement in 

the quality of road infrastructure has played a critical role. For instance, the 

total length of the country’s National Highways has increased from 22,200 km 

in the First Five Year Plan (1951–56) to over 71,700 km currently. 

 So this points out to the huge potential of the road transport in India in 

coming time. However, at present this sector is plagued by much inefficiency 

which is faced both by the consignment owner and the transporters. Hence, 

we assessed that there is a need of a platform which can address the issues 

of both the concerned parties. 

Hence this model should benefit the consignment owners by providing: 

 One stop destination for your shipping needs. 

 Best possible freight charges. 

 Cost saving through Load sharing with different transporters. 

 A transport model that improves their productivity. 

And the assist the transporters by: 

 Reducing efforts to find new customers. 

 Catering to their business in time and cost efficient manner. 

 Providing full utilization of the truck capacity. 

 Maximizing the revenues by consolidating the consignments. 

  

 

 



  
 

30 
 

5. IMPLEMENTATION 

5.1 Logic 

Fataakship is an idea to create an online market place that would provide the 

transporter as well as the consignment owner a platform to work 

collaboratively which would make the logistics function of business more cost 

effective and time efficient. 

To begin with the implementation of this idea, Fataakship team first tried to 

study the feasibility of this platform. We visited various consignment owners 

as well as the transporters. From the consignment owner’s side, we were 

easily convinced when we talked to some frequent users of transport service. 

From the transporters side, we were a bit unaware of the fact that they 

extensively use IT and IT products until we conducted a survey by visiting 

them personally. They also showed a lot of interest talking to us when we 

explained and shared with them the benefits of this platform.  

Initially when we thought of the concept, we had no idea about how it is 

already being used in developed countries of US, Europe, etc. During our 

study, we came across many such platforms that are already being used 

successfully in these countries. So to ease out our implementation for India, 

we referred to these sites and tried to refine our concept. Some popular 

websites referred were: 

 www.uship.com 

 www.chakkr.com 

 www.transportmarketplace.com 

 www.eship.co.za  

So after being convinced with the feasibility, we started to think of a perfect 

design and logic of the system. 

For implementing the concept successfully, we required a good developer to 

develop a website at the best price that supported our pockets. So we 
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requested quotes (Refer to Annexure 1 for Sample Quote) from various web 

development companies and evaluated each of them before selecting the 

final one.  

After the selection of developer, we sketched out a web design that we had in 

our minds. Also we thought of a company name, created a partnership deed 

(Refer to Annexure 4) and finally applied for a PAN in company name (Refer 

to Annexure 2).  

The website after the final approval of all the partners has 2 sections: 

 Bid For Consignment 

 Expresstruck 

Bid for Consignment is the section where consignment owners post their 

truck requirements and set a bidding schedule. Different transporters view 

and analyse those requirements and then bid for the same. Bids are visible to 

customers along with the star rating of the transporter that is system 

generated based on past experiences of the customers. It is totally at the 

discretion of the customer as to which bid he wants to select. Based on his 

selection the winning transporter is notified by email after which he makes a 

final acceptance and then is redirected to pay a nominal convenience charge 

based on the package selected by the transporter following which the 

identities of customer and transporter are revealed to each of them. The 

system is absolutely free for the consignment owners.    

Expresstruck service is basically for shared loads. This service aims to 

provide an express service to the customer to cater to his urgent needs and 

also provide an opportunity for the transporter to optimize his truck utilization 

to its full capacity. The transporter posts his truck with all the details onto the 

website and waits for a consignment owner to choose his truck. In such a 

case the transporter may provide the truck at extra ordinarily low price to fully 

utilize the space and gain the maximum out of his run to his destination. Thus 

this service may prove to be a win-win situation for each category of users. 

The website will be an easy to use interface which will be developed in 
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ASP.net and database used would be SQL. The site will have some static as 

well as some dynamic pages. There will be 2 forms: 

Consignment posting form 

This form would be for the customers and would include the details of 

consignment they want to ship from one place to other. It would have details 

like Source of consignment, Destination, Pickup date, Delivery date, Type of 

Load, Dimensions, packaging, etc. 

Express truck posting form  

This form would be for transporters for posting their trucks that wish to share 

load to maximize profitability. It would have similar details as in the one 

above with some additional details about the type of truck that is being 

posted. 

Apart from the forms above, there would be a page that would represent the 

marketplace and list all the posted consignments and a page that would list 

all the express trucks. 

For access to personal information and data, each user would have a 

dashboard based on whether he is a transporter or consignment owner. 

At the time of account creation, the users of the website would be requested 

to create a profile that would have their personal as well as business details 

based on their user category. 

Other than these pages, there would be some static pages that are generally 

common to every e-commerce website namely about us, how it works, 

FAQ’s, contact us, Register, etc.  

The system will also have a feedback system to create a star rating for the 

transporters. The feedback form will be filled by the customer using a link that 

would be sent to his mail after his consignment gets dispatched and 

delivered. 
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5.2 Proposed Website Design: 

Fataakship Home page: 

 

 

About us page: 
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Customer Signup page: 

 

 

Transporter Signup page: 
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Login page: 

 

Customer Load posting page 
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Transporter Bid Management page: 

 

Package Details Package: 
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6. CONCLUSION AND FUTURE SCOPE: 

As per our study, the transporters in India are using advanced IT systems 

such as GPS etc. for the tracking, however the issues faced by them is also 

of concern. We have proposed a viable platform where both transporters and 

consignment owners can conduct their business more efficiently and 

effectively.  

Since we are charging just 20% of the current amount charged by the 

brokers, we believe that transporters will prefer us in long run for and this 

model will be a profitable venture.  

From environment point of view, we are helping the transporters to run at full 

capacity by helping them consolidate their shipments. This will help in 

preserving the fuel and lowering the cost. 

Once we cross the break-even, we plan to expand our base to whole of India 

in a phase wise manner which will include connecting the Tier-1 cities first. 

We also plan to generate revenues by the advertisements and providing the 

option of freight insurance to the consignment owners. 

Our long term goal would be to handle the transportation needs of the big 

companies and providing those best in class service. 
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6. ANNEXURE 

Annexure 1: Sample Quotation from the developer 

Quotation 

Website Development 

*Note: 1. Payment Gateway API Purchase by you      

  

Feel free for any query! 

Quotation prepared by: Web Ray Solution Private Limited 

To accept this quotation, sign here and return:  _______________________________________________  

Thank you for your business! 
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Annexure 2: PAN Card 
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Annexure 3: Registration of Establishment 
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Annexure 4: Partnership Deed 
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Annexure 5: Developer Payment Receipts 
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Annexure 6: Contract  
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Annexure 6: Damage/Loss Certificate by the transporters 
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