


NATIONAL MOVEMENT TO PROTECT 

INDIAN DOMESTIC TRADE

TRADER'S NATIONAL CHARTER
· A National Trade Policy for Retail Trade should be declared.
· Complete ban on entry of Multinational Companies and domestic 

corporate houses in Retail Trade and recommondations of Parliamentary 
Standing Committee on this issue should be implemented.

· Formation of  a seperate Ministry of Internal Trade both at Centre and 
States.

· India should be declared as Free Trade Zone on "one mandi concept" and 
all sorts of Road Permits, Entry Forms, Octroi, Check Post during inter-
state business should be abolished.

· The Traders should be awrded the status of " Tax Collector" and amount 
spent on collection of tax should be reimbursed by the Govt.

· All sorts of Commercial Taxes must be subsumed under GST and one 
single tax taxation system should be introduced in India.

· A Central Board of Indirect Taxes should be formed like Central Board 
Direct Taxes.

· A seperate Cadre  Indian Taxation Services(ITS)  should be introduced on 
the pattern of IAS & IPS for taxation departments in India.

· Financial Assistance on easy terms should be made available to traders 
from banking & financial Institutions on primary sector lending rate.

· All sorts of taxation and other Laws, Rules, Acts etc governing trade 
should be reviewed  by a Review Commission.

· Pension should be given to traders attainaing the age of 6o years.
· Trade Commissioner system as enforced in Gujarat should be 

implemented in all States.
· A policy to upgrade and modernise the existing retail trade should be 

declared by the Govt.
· Representation should be given to traders in Govt Committees and Boards 

related to trade and commerce.
· Abolition of Inspector Rule across the Country.
· Requisite infrastructural facilities should be made availabe to traders.
· Proper and efficient Security of Commercial markets should be ensured 

across the Country.
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The paper on the subject of "Implication of Foreign Direct Investment (FDI) in 
relation to goods transport (roads) sector in India". By publishing this comprehensive 
study on the impact of FDI on this crucial sector of our economy, Confederation of All 
India Traders (CAIT) and its Secretary General Shri Praveen Khandelwal has rendered 
great service to the cause of Indian Road Transport (Goods) Industry by bringing out 
this well-researched paper which is a first on this issue. The issue of FDI in retail 
continues to agitate the minds of policymakers, traders, farmers, transporters and the 
public at large. Lately, the realisation has dawned on all concerned that the road 
transportation is the lifeline of our economy and in that context this publication is of 
immense significance. Moreover, if people in this sector are adversely affected, then that 
will be sort of a disaster for our economy. 

This paper published by CAIT is significant and praiseworthy since an attempt has been 
made to present valuable data on road transport which is otherwise hard to obtain in as 
much as this sector is widely 'unorganized' one. I would like to congratulate Shri Bhartia, 
Shri Khandelwal, Shri Satish Garg (Organizing General Secretary, CAIT) and Shri 
Kanungo for their efforts in bringing this valuable study for all concerned in a manner 
which is befitting to a research paper. 

The entry of big foreign corporate entities is certainly going to be a game changer for the 
country's economy which thrives on the hard work of millions of small traders, farmers, 
small transporters and various other service providers engaged in gainful employment. 
FDI is bound to hurt the interests of millions of people working in these sector of 
economy as lucidly brought out by this paper. Besides the study has also provided 
comparative data on various modes of transportation e.g., road, railways, water and air 
etc and the share of these on our GDP growth etc. 

This study would serve as a clarion call for our road transport sector to rise and protest 
against this retrogade measure, which is going to endanger livelihood of millions in our 
road transport industry. 

I, on behalf of, AITWA thank and acknowledge efforts of CAIT for bringing out this 
publication at this opportune moment. 

With best wishes from 

 
Pradeep Singal 
National President (W) 
AITWA 

Message 
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Preface 

Transport sector can be considered as a spine of any economy. It is this sector which not 
just facilitates trade by transfer of goods but ensures the goods gets timely delivered at 
desired point on time, thus bridging gap between the producer, supplier, trader and 
consumer. The importance of efficient and effective transport becomes more important 
for developing country like India, where the agricultural produce and other raw materials 
from far flung areas with wide range of very difficult physical topography needs to reach 
processing units, factories and market located at far distance from source of origin.  

The relationship between the producer, transporter and trader is quite intrinsic. Its not 
just an economic relationship, but also an emotional bonding which ensures timely 
transfer of goods across the length and breadth of country. India has its unique market 
structure where majority of sellers and buyers constitutes of relatively less affluent 
population. In such kind of market, the role played by transporters needs to be 
understood. India, despite relatively doing well on economic parameters, still is 
dominated by farmers with an average landholding of less than 2 acres of agricultural 
land, and majority of retail traders who operates with very minimum investment and 
operational space, largely depends on small transporters. Like farmers and retailers, the 
transport sector too comprises of large percentage of population who owns and operates 
transport business for their daily sustenance at very less operating profit. Indian markets 
are highly dependent on the services provided by the small and medium transporters. 
The services of small and medium transporters ensure supply of goods at local markets at 
reasonable price.   

Government of India, in its advocacy of foreign direct investment in retail sector, stressed 
that foreign investors will heavily invest in modernization of transport sector in order to 
facilitate trade. The proponents of FDI in retail, sees evil in our existing transport system, 
which they believe is inefficient and lacks necessary infrastructure and modern 
equipment thus leading to delay in transportation and operation loss in transportation 
leading to costlier goods at consumers end.  Although to an extent, Indian transport 
sector needs modernization and upgradation, but does this really need foreign investment 
and structural change? Or this is just another ploy by the proponents and beneficiaries of 
foreign investment in India to cartelize another sector of Indian economy. The advocates 
of foreign investment firmly believe that surrender to foreign corporations is the only 
solution for economic growth of country.  

However the nature of Indian Transport business, clearly indicates that investment by 
foreign corporations would lead to structural changes in existing transport business and 
will lead to closure of business operated by small transporters. Like retail space in 
metropolitan cities, this sector too will be monopolized by few large transport chains, 
mainly the subsidiaries of big retail chains owned and operated by foreign investors. 
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Every investment has a specific objective and time frame for return of investment. The 
objective of foreign retail chains is very clear – to exploit unorganized market in India 
which includes agriculture, supply chain and the retail point of sale. FDI in retail is just 
an entry point to achieve many vested interest of foreign retail corporations. 

This paper has focused on the impact foreign direct investment in retail on transport 
sector. Due to its unorganized nature, the literature and data on key goods transport and 
trade figures are rarely available. Despite all such challenges, my sincere thanks to Shri 
Bhaskar Kanungo for undertaking research & preparing this document. I would like to 
thank Pradeep Singhal, President - All India Transporters Welfare Association for 
providing valuable insight on transport business in India. Shri B. C. Bhartia, National 
President – Confederation of All India Traders, needs special mention as he has rightly 
pointed out the need to study each and every aspect of related to retail business in India. 
He has provided constant support as at times, due to lack of literature and absence of 
relevant and factual data on transport business, makes the task of researcher very much 
frustrating. I would also like to express my sincere thanks to Virender Singh Gahlot, for 
providing timely and necessary inputs, without which I could not have completed this 
paper. My thanks to Satish Garg for brainstorming session of such an intricate trade 
linkage. I would be doing injustice, If I fail to mention the contribution of Dr Rajesh 
Kapoor – Confederation of Indian Industries, who volunteered to critically review the 
work. 

Praveen Khandelwal 
National Secretary General 

Confederation of All India Traders 
New Delhi
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Executive Summary 

FDI in retail is a complex subject for all the stakeholders including policymakers. To 
answer several pertinent questions including the implications of the FDI in retail on 
various sectors, CAIT has attempted to create awareness among all the stakeholders 
through this series of public awareness papers. This particular paper deals with the Road 
Transport Sector which is the lifeline of the retail in India. The very idea of allowing 
international retail giants looks appealing. However several important aspects remain 
unaddressed. Through this paper we argue that the rule of the games cannot be changed 
without providing a conducive environment and safeguarding the interests of these small 
and marginal players. 
Key findings of the paper are: 

• The current structure of Indian road goods transport sector will not only crumble 
but also result in massive unemployment of many, particularly truckers, if retail 
sector is opened for FDI. The cascading effect will also affect several people who 
are dependent on the transportation sector.  

• Roughly 85 percent of operators have less than 5 goods vehicles. Due to the lack 
of investment capabilities, pre-qualification criteria of international retail giants 
like Wal-Mart to handle their logistics, unorganized road transport sector which 
employs nearly 5 crore people will be unable to compete with bigger organized 
logistics and transport companies. 

• Also the transport sector will witness large scale unemployment due to 
employment criteria of large scale organized logistics and transport sector. Many 
of our existing drivers, conductors and loaders associated with road goods 
transport sector are either illiterate or are very poorly educated. Such kind of 
workforce, despite their ability and proficiency, will hardly get absorbed in 
organized and big transport sector. 

• Bigger companies can invest heavily on information technology, warehouses, 
vehicle service centers and purchase of latest models of goods vehicles from 
manufacturing companies at relatively discounted price because of bulk order.  

• The operations by large logistics company will ensure slow death of existing 
transport operators and their businesses, because these large logistics companies 
will have monopoly to provide their services to mega retail chains, but in order to 
reduce their operational cost and maximize the profits, they will also cater to the 
needs of smaller organized and even unorganized retail players.  

• Big organized retail will always be in a dominating position to dictate terms to 
their logistic and transport partners, these companies will however be in a 
position to exploit the market in absence of traditional transport operator.  
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FDI in Retail – General Overview 

Foreign Direct Investment (FDI) refers to cross border investment made by resident of 
one economy into an enterprise resident in other economy with an object of having 
lasting interest whether by introducing new capital or buying the existing shares of that 
enterprise. Investors are granted management and voting rights if the level of ownership 
is greater than or equal to 10% of ordinary shares.  

With this policy, Government of India aims to attract foreign capital inflows in order to 
promote productive activities that promises to significantly contribute employment 
generation, industrialization and socio-economic development along with supplementing 
domestic capital and technology. Flow of FDI in India is administered by Ministry of 
Commerce and Industry through Department of Industrial Policy and Promotion 
(DIPP).  

With the opening-up of Indian economy in 1991, various sectors of economy has 
witnessed investment by foreign companies resulting to major structural changes in the 
operational pattern of the concerned sector. The stated purpose of FDI is to harness and 
promote local economy however the major beneficiaries are mainly the foreign 
companies who have the term dictating capacity due to edge of money and technological 
skills. 

Government of India’s announcement to allow FDI in Retail in Oct 2011 has raised 
many questions about its need and effect on the overall economy of India. In India, retail 
sector is the largest employer after agriculture and employs around 7% of estimated 
workforce of around 8 Crores. It is estimated to account for about 10% share in Gross 
Domestic Product (GDP).  

Retail trading means buying goods in large quantities from manufacturers or producers, 
either directly or through whole sellers, and selling smaller quantities to end users for 
their self-consumption. In other words, retailing is the interface between the producers 
and the ultimate consumers. It is the last link with the consumers in the entire supply 
chain. Eight Lakhs crores worth of farm produce is traded annually through a network of 
28,000 wholesale and primary rural markets and 7557 regulated markets. 70% of retail is 
in food items and these are mostly sourced locally. Traditional retailers comprise of 
kirana stores, street hawkers, stall operators and wet markets, and occupy almost 99% of 
food and grocery sales. At present, about 35% of the total merchandise sold in India 
through small unorganised retailers is sourced from small and medium enterprises.  

Indian retail sector is highly fragmented in nature. Indian retail industry is divided into 
organised and unorganized sectors. 95% of Indian retail industry consists of unorganised 
sector.  

Organised retail refers to trading activities by licensed retailers including corporate houses 
promoted shopping malls. Unorganized retail refers to sales by corner stores, owner 
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operated general stores, kirana shops, kiosks, pan–beedi shops, hawkers, pheriwalas and 
pavement vendors. It also include traditional format of weekly haats, mandis or bazaars. 

Trading of goods involves physical movements of goods from place of produce or 
manufacture to place of processing followed by place of final consumption. Transport 
sector plays a pivotal role in timely movement of goods and thus plays a major role in the 
national economy. Government in its policy document on FDI in Retail has emphasized 
the importance of foreign money in restructuring infrastructure including transport and 
warehouse, so that the agricultural produces can be moved from far flung rural areas to 
different metropolitan cities. Though a debate both in fovour and against the move of 
FDI in Retail trade is witnessed in country at various platforms, but as of yet no major 
study or attempt is made to understand the impact of FDI in Retail on India Transport 
Sector which are intrinsically related with each other. Any attempt to isolate retail trade 
from transport sector will not help in understanding the implication of FDI in Retail on 
Indian Economy.  This paper aims to understand the impeding structural changes on 
Road Transport sector in India due to FDI in Retail trade. 

FDI in Retail – Reference to Transport 

Government of India in its policy note for FDI in Retail viewed holistic investment in 
retail related infrastructure. Storage, logistics and transport are the main areas where 
government feels the much needed infrastructural investment will prove to be a boom for 
these sectors. Union commerce minister Anand Sharma,in his statement, said 

The policy mandates minimum investment of $100 million with at least 
half going towards back end infrastructure including cold chains, 
refrigerated transportation, and logistics1. In the absence of adequate cold 
chain infrastructure, logistics and transport, our post-harvest losses remain 
unacceptably high...a complex chain of middlemen have a cascading 
impact on supply inefficiencies and prices as wel2l. 

Proponents of FDI in retail are not just optimistic on radical positive changes on storage, 
logistics and transport sector, but also believe, the foreign retail giants in order to provide 
benefits to producer and farmers will also substantially contribute towards the 
development of roads and other necessary infrastructure.  

The expected flood of investment by foreign retail chains would introduce 
modern supply chain management, particularly in farm produce, 
investments in cold stores, cold transport, cold warehouses in cities to sort 

                                                
1   Anand Sharma, Adapted from Indian commerce minister Anand Sharma’s letter to political leaders on 

November 29 explaining the FDI policy. 
http://www.tehelka.com/story_main51.asp?filename=Ws291111key.asp 

2   http://www.thehindu.com/news/national/article2668975.ece 
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and grade produce, careful grading and sorting, pre-packed retail supplies 
— all because of the foreign retailers who would bring in their proven 
expertise. In practice, the Indian retail chains have not, in the last few 
years, made any significant difference to the agricultural supply chain. 

The World Bank3 in 2008 said 

Current agricultural practices are neither economically nor 
environmentally sustainable and India’s yields for many agricultural 
commodities are low. Poorly maintained irrigation systems and almost 
universal lack of good extension services are among the factors responsible. 
Farmers’ access to markets is hampered by poor roads, rudimentary 
market infrastructure, and excessive regulation. 

Prof. Nilanjan Banik4 believes 

FDI in retail will bring down inflation by investing in supply chain 
logistics, that is, by investing in transport and refrigerated storage 
necessary for perishable items… By investing in supply chain logistics, the 
players in multi-brand retail will reduce the cost, and bring down 
inflation. They will procure the produce directly from the farmers, keep it 
in their storage, and transport it directly to their retail outlet. It is worthy 
to note that there is a huge investment involved to get the supply chain 
logistics in place — something that FDI in retail promises. 

Not all are optimistic on changing fortunes with opening up of retail space for foreign 
retail giants. Narender Patil5, general secretary, APMC Mathadi Union, believes, FDI in 
retail will infact wipe out employment opportunities in transport sector of India and will 
also render several people jobless.  

What will labourers and small transport companies associated with the 
market do, after the traders lose their business to FDI?  These 
international retailers are unlikely to hire labourers from the market. 
Besides, with big companies hiring renowned transporters, small-time 
transport companies are bound to go bankrupt. Though the government 
says that FDI in retail sector will generate lakhs of jobs, unemployment 
due to FDI will be in crores. 

                                                
3   The pros and cons of FDI in retail, http://www.newsbullet.in/india/34‐more/23420‐the‐pros‐and‐cons‐

of‐fdi‐in‐retail, Monday, 26 December 2011 09:46 
4   The big picture on FDI in Retail, Dec 14, 2011, 

http://www.thehindubusinessline.com/opinion/article2714921.ece 
5   APMC to rally in protest of FDI today, 2011‐11‐28, http://www.mid‐day.com/news/2011/nov/281111‐

APMC‐to‐rally‐in‐protest‐of‐FDI‐today.htm 
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Transport Sector and Retail Trade 

Transport system makes goods and products movable and provides timely and regional 
efficacy to promote value-added under the least cost principle. Transport affects the 
results of logistics activities and, of course, it influences production and sale. In the 
logistics system, transportation cost could be regarded as a restriction of the objective 
market. Transportation plays a connective role among the several steps that result in the 
conversion of resources into useful goods in the name of the ultimate consumer.  

Relevance of Road Transport in India 

Road transport plays a vital role in the economic development and social integration of 
the country. It facilitates accessibility, flexibility of operations, door-to-door service as a 
result it is the most sorted and preferred mode of passenger and freight traffic vis-à-vis 
other transport modes. In terms of India’s Gross Domestic Product (GDP), the total 
contribution from transport sector is about 6.4 percent. 

Table 1: Share of Different Modes of Transport in GDP, 1999 - 2009 

Sector 

1999-
2000 

2000-
01 

2001-
02 

2002-
03 

2003-
04 

2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

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

Combined 
Transport  6 6 6 6.2 3.3 3.7 6.7 6.7 6.7 6.6 

Railways 1.3 1.3 1.2 1.2 1.2 1 1 1 1 1 

Road 3.8 3.9 3.9 4.1 4.3 4.8 4.8 4.8 4.7 4.8 

Water 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 

Air 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 

Services* 0.4 0.4 0.5 0.5 0.5 0.4 0.5 0.5 0.5 0.4 

* Services incidental to transport. 

Source: Road Transport Year Book, 2007 -2009, Vol 1, Ministry of Road Transport and Highways  

Among the combined transport sector the major share is of road transport in year 2009, 
73 percent, followed by railways, 15 percent. This clearly shows the preference of road 
transport over all other modes of transport due to its advantages as explained earlier. 
Another important fact emerging from planning commissions data (Table 1) is that only 
road transport is over the years has been able to increase its share in GDP while all other 
modes have remained same or almost unchanged in same corresponding reference period. 
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Table 2: Percent Share of Different Modes of Transport amongst Transport Sector  
in GDP, 2008-2009 

Sector Percentage Share 
Railways 15% 
Road 73% 
Water 3% 
Air 3% 
Services* 6% 

Planning Commission6 in a report stressed the importance of road transport 

Road Transport has deep linkages with the rest of the economy and a 
strong multiplier effect. Greater the share of commodity-producing sectors 
like agriculture and manufacturing, higher is the demand for transport.  

Road transport sector has seen higher growth vis-à-vis railways during 
1992-93 to 2004-05. Several of the factors leading to the relative high 
growth in road transport are structural. These include more dispersed 
industrial and business location patterns and increased need for just in 
time deliveries. Second, the sector is composed of many small private 
operators in a highly competitive and dynamic environment. Structurally, 
railways are confronted with the changing pattern of industrial production 
and geography away from traditional industries and clusters towards a 
more dispersed pattern embodying high value and low volume 
manufactures. This coupled with complex technical, administrative 
working practices, service quality and inability to respond to changing 
market conditions have led to erosion in the market share of railways in 
freight in particular from more than four fifth in 1950-51 to less than 
two-fifth as of now. 

 

 

 

 

 

 

 

                                                
6   The Working Group Report On Road Transport For The Eleventh Five Year Plan Government Of India, 

Planning Commission, New Delhi 
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Table 3: Trends in Rail – Road Modes in Freight and Passenger Traffic,  
1950-51 to 2004-05

 

Like retail trade, goods transport sector in India is also highly unorganized and is in bad 
condition. Indian needs to develop effective and efficient transport infrastructure so that 
the benefits of transport system can be leveraged by producers, retailers and consumers.  

Effective transport system is expected to contribute to a great deal to the 
successful implementation of country’s socio-economic policies and also 
to the lowering of domestic production costs through timely delivery and 
enhancement of the economies of scale in the production process.7 While 
at the macroeconomic level, mobility that it confers is linked to a level of 
output, employment and income within a national economy, at the 
microeconomic level it is linked to producer, consumer and production 
costs8. 

Transportation is an essential and a major sub-function of logistics that 
creates time and place utility in goods. In fact, the backbone of the entire 
supply chain is the transportation management that makes it possible to 

                                                
7   Dhanendra Kumar,Competition and Road Transport Sector, 

cci.gov.in/images/media/speeches/CompRoadTranRITESArticle.pdf 
8   Transportation and Economic Development, Dr. Jean‐Paul Rodrigue , 

http://people.hofstra.edu/geotrans/eng/ch7en/conc7en/ch7clen.html 
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achieve the well-known 7Rs9-  

(1) right product 
(2) right quantity 
(3) right condition 
(4) right place 
(5) right time 
(6) right customer 
(7) right cost 

According to a study conducted in the late 1990s, almost 77 per cent of the fleet was 
under operators who owned up to a maximum of 5 trucks while about 10 percent was 
under those who owned between 6 to 10 trucks10 Further, 4 percent were under those 
owning 11 and 15 vehicles while 3 per cent belonged to truckers with 16 to 20 trucks. 
Only about 6 per cent of the vehicles were with operators owning more than 20 trucks. 
The situation has apparently changed when we compare the situation in the late 1980s 
when it was claimed that 95 per cent of the vehicles belonged to those operators who had 
less than 5 vehicles (UN Mission, 1993). 

The large number of operators constituting a fairly large unorganized proportion of the 
trucking industry (in terms of supply) has traditionally been the result of lower capital 
requirements, ease of obtaining truck driving licenses and permits, low mental skills as 
compared to physical abilities and easy availability of freight11. The organised component 
of the industry consisting of the fleet operators is small in number and has a fleet with 
varying payloads. The fleet is primarily used for general goods transportation with the 
operators working on the basis of a hub and spoke distribution model. 

 

 

 

 

                                                
9   Vijayaraghavan, T A S, Impact Of Transportation Infrastructure On Logistics In India May 23, 2007, 

http://logisticsmanagementandsupplychainmanagement.wordpress.com/2007/05/23/impact‐of‐
transportation‐infrastructure‐on‐logistics‐in‐india/ 

10  AITD (1999): 'Trucking Operations in India', Asian Institute of Transport Development, New Delhi. 
11  S.Sriraman, Anand Venkatesh and Manisha Karne (2006), Competition Issues in the Road Goods 

Transport Industry in India with special reference to The Mumbai Metropolitan Region, The 
Competition Commission of India, New Delhi, 
http://www.competitioncommission.gov.in/Market_Studies_Research_Projects/CompletedStudies/Lin
k_of_Study1.pdf 
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Key aspects of the Road Freight Industry in India* 

The industry comprise of small operators accounting for as much as 85 percent of the 
total fleet. The industry generates considerable local employment opportunities. Nearly 
two– thirds of the drivers are engaged on a full-time basis. 

The total transport function is shared among several actors. For example, operators 
perform only the haulage function, while the marketing, aggregating, storing and delivery 
functions are undertaken by agents and brokers. 

The two principal manufacturers of trucks, TELCO & Ashok Leyland, account for more 
or less the entire fleet of heavy vehicles in the country. Owing to their monopoly, 
technology and price are dictated by the sellers market. 

The industry productivity could be further improved since only one-third of the trucks 
operate between 300 to 400 km per day and about 12 percent of trips are empty trips 
without load. 

Truck drivers belong to the age group between 18 and 40 years and are mostly educated 
up to under-matriculation level. A high percentage of the drivers (88 percent) have 
learned to drive without attending driver-training schools. 

The Industry also suffers from the problems of structure, proper legislative measures to 
regulate and control, financing, problems of inter-state barriers, technological up-grade, 
lack of traffic education and awareness. 

* Vijayaraghavan, T A S, Impact Of Transportation Infrastructure On Logistics In India May 23, 
2007, http://logisticsmanagementandsupplychainmanagement.wordpress.com/2007/05/23/impact-
of-transportation-infrastructure-on-logistics-in-india/ 

Structure of Road Goods Industry in India 
Road goods transport industry in India comprises of many players in the field which 
include among many but mainly the transport operators (who could be small or fleet 
operators providing the real haulage services), the user/ consignor (constituting the 
ultimate demand for services), the intermediaries – booking agents / transport companies 
(who could be operators also) and brokers (who could be placed on either side of the 
booking agents and normally work for a commission)12. 

Small Truck Operators: 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 are forced to rely on 
brokers. They do not come into direct business contact with the users 
though at high cost, c) very little expertise required in terms of educational 

                                                
12  ibid 
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skills, and d) ease of obtaining driving licenses and permits. The presence 
of a large number of operators has led to a fragmented industry structure. 
Moreover, though the entry into this market is supposedly easy, 
information regarding availability of freight is a formidable problem. 
There is dependence on the brokers who give them business. The small 
operators, as can be seen from the above Figure, just provide the haulage 
service. The small operators are involved mainly in the physical movement 
of goods and depend on brokers and other fleet operators who, in turn, 
depend on booking agents for obtaining business. The small operators are 
not in a position to perform functions of aggregating, handling, delivering 
of cargo and marketing. These operators do not have the geographical 
reach and necessary infrastructure to tap business on a continuous basis 
and hence  

Fleet operators: The Large fleet operators are small in number even in a 
region like Mumbai. The large fleet operators generally operate 
throughout the country, and have the capacity to even transport a single 
parcel in any part. These fleet operators primarily work on a hub and 
spoke model. Large operators are also in a position to bid for movement 
contracts with companies They utilize the services of the smaller operators 
when they need to have additional vehicles. Accordingly, the volume of 
business handled by them is normally several times more than the capacity 
of their own fleet. Some fleet operators do encourage their own employees 
to own trucks with some financial assistance but on the condition that 
these vehicles should be permanently attached to their fleet. It is 
understood that fleet operators attempt to derive considerable advantage 
in their interaction with users, brokers and others on the basis of their 
larger size and bargaining strength derived from size. But an emerging 
feature is the move from an asset-based model of operations to a non-asset 
based model. 
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Diagram1: Various Players and Their Functions in Movement of Goods 

 
 

Users: The users of road goods transport are the manufacturers, 
distributors, retailers of goods and the general public who are typically 
expected to represent the demand side of the market. 

a) Booking agents/Transport companies/transport contractors: Booking 
agents are firms or persons who accept and store goods, both parcels and 
bulk and arrange for their movement through operators. 

b) Brokers / Commission agents/ Suppliers of Vehicles: A Broker is 
normally expected to represent the supply side i.e. the truck operators, 
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. 

Road Goods Transport Sector in India – Source of livelihood 

Road Good transport sector plays a vital role in employment generation in India. A large 
section of population is directly dependent on this sector alone. Though no reliable 
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statistics are available on exact number of population associated with retail goods 
transport sector, indirect estimates on the basis of registered motor vehicles (of 
commercial category – involved in transportation of goods) can be used to project the 
size of population dependent on this sector.  Table 4 shows number of registered vehicles 
in India, while Table 5 shows the estimated number of population dependent on 
transport sector. Despite unorganized in nature, this sector roughly provides direct 
livelihood to about 4.47 crore population while supporting another 13.4 crore people in 
year 2009.  

Table 4: Total Number of Registered Motor Vehicles in India - 1951-2009  
        Figures in ‘000 

Year  All Registered 
Vehicles 
(As on March 
31st)  

 Two Wheelers   Cars, Jeeps   Busses   Goods Vehicles   Others*  

1951                 306                      27                     159                   34                       82                   4  

1956                 426                      41                     203                   47                     119                 16  

1961                 665                      88                     310                   57                     168                 42  

1966              1,099                    226                     456                   73                     259                 85  

1971              1,865                    576                     682                   94                     343               170  

1976              2,700                 1,057                     779                 115                     351               398  

1981              5,391                 2,618                  1,160                 162                     554               897  

1986            10,577                 6,245                  1,780                 227                     863            1,462  

1991            21,374               14,200                  2,954                 331                  1,356            2,533  

1996            33,786               23,252                  4,204                 449                  2,031            3,850  

2001            54,991               38,556                  7,058                 634                  2,948            5,795  

2002            58,924               41,581                  7,613                 635                  2,974            6,121  

2003            67,007               47,519                  8,599                 721                  3,492            6,676  

2004            72,718               51,922                  9,451                 768                  3,749            6,828  

2005            81,501               58,799                10,320                 892                  4,031            7,457  

2006            89,618               64,743                11,526                 992                  4,436            7,921  

2007            96,707               69,129                12,649              1,350                  5,119            8,460  

2008          105,353               75,336                13,950              1,427                  5,601            9,039  

2009(P)          114,951               82,402                15,313              1,486                  6,041            9,710  

* : Others include tractors, trailors, three wheelers ( passenger vehicles)/LMV and other miscellaneous 
vehicles which are not separately classified. 
@' : Includes omni buses since 2001. 
 
Source: Road Transport Year Book, 2007 -2009, Vol 1, Ministry of Road Transport and Highways 
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Table 5: Population Associated with Goods Transport Sector in India, 2009 
Figures in ‘000 
Year   Goods 

Vehicles  
 Others*   Assuming 30% 

vehicles 
(others)being 
used for 
carrying goods  

 Total Goods 
Vehicles  

 Average 
Manpower 
per Goods 
vehicle  

 Total 
Manpower in 
Road Goods 
Transport  

 Average 
Family Size of 
Each Member 
Associated 
with Road 
Goods Sector  

 Total 
Population 
Dependent 
on road 
Good 
Transport 
Sector  

 2009(P)  6,041  9,710  2,913  8,954  5  44,770  4  179,080  

Table 6 shows the number of people associated and dependent on goods and transport 
sector in 19 metropolitan cities of India in 2009. More than 14 lakhs people earn their 
livelihood by engaging in transport of goods in these metropolitan cities of India. As per 
Government of India’s plan, FDI in Retail sector will open up investment and doors for 
foreign mega retail chains in 53 metropolitan cities of country. 

Table 6: Population Associated with Goods Transport Sector in India, 2009 

Metro City   Multi-
axled 
Motor 
Articulated 
Vehicles 

 LMV 
(Goods)  

Total 
Goods 
Vehicles  

Average 
Manpower 
per Goods 
vehicle  

Total 
Manpower 
in Road 
Goods 
Transport  

Average 
Family 
Size of 
Each 
Member 
Associated 
with 
Road 
Goods 
Sector  

 Total 
Population 
Dependent 
on Road 
Good 
Transport 
Sector  

Truck & 
Lorries  

 Chennai  90,052 69,412 159,464 5 797,320 4 3,189,280

 Coimbatore  5,992 9,543 15,535 5 77,675 4 310,700

 Delhi  84,114 124,180 208,294 5 1,041,470 4 4,165,880

 Hyderabad  63,897 157,644 221,541 5 1,107,705 4 4,430,820

 Indore  38,602 17,568 56,170 5 280,850 4 1,123,400

 Jaipur  45,630 11,909 57,539 5 287,695 4 1,150,780

 Kanpur  20,078 6,669 26,747 5 133,735 4 534,940

 Kochi  2,904 51,511 54,415 5 272,075 4 1,088,300

 Kolkata  35,356   35,356 5 176,780 4 707,120

 Lucknow  6,242 11,733 17,975 5 89,875 4 359,500

 Madurai  9,737 5,824 15,561 5 77,805 4 311,220

 Mumbai  17,796 51,318 69,114 5 345,570 4 1,382,280

 Nagpur  13,669 16,716 30,385 5 151,925 4 607,700

 Patna  18,798   18,798 5 93,990 4 375,960
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 Pune  35,243 101,669 136,912 5 684,560 4 2,738,240

 Surat  5,306 12,162 17,468 5 87,340 4 349,360

 Vadodara  17,045 16,292 33,337 5 166,685 4 666,740

 Varanasi  7,216 7,092 14,308 5 71,540 4 286,160

 Visakhapatnam  11,280 6,883 18,163 5 90,815 4 363,260

 Total  633,771 786,744 1,420,515 5 7,102,575 4 28,410,300

Source: Road Transport Year Book, 2007 -2009, Vol 1, Ministry of Road Transport and Highways.  
Note: Only figures related to number of vehicles are taken from abaove mentioned source. 

Apart from these directly dependent population on road goods transport business, a 
sizable population is engaged with service sector closely knitted with good transport 
sector. For example, In Indian transport context, transport agents or contractors plays a 
vital role. Indian transport sector is highly unorganized and comprises mainly of very 
small players with less than 5 goods vehicles. All such operators in order to sustain in 
market needs support of transport agents who gets goods transport order from producers, 
manufacturers and consumers. These agents amongst themselves are also very small 
players, thus in order to survive and offer cheaper transportation facilities, these people 
most of the times tie-up with other agencies, so that the transport vehicle can be 
optimally used as per its full carrying capacity. In return of their services, these agents 
gets commission from truck owners and those who have ordered transportation of goods. 
Otherwise the transportation cost will become unviable for end-users.  

Key Challenges Faced by Indian Freight  
Carrying Operator 

A typical truck operator has to normally face seven different agencies for either obtaining 
clearances for carrying goods or paying certain charges at the check post. These agencies 
are mainly:  

1. Sales Tax  
2. Regional Transport Officer (RTO)  
3. Excise  
4. Forest  
5. Regulated Market Committee  
6. Civil Supplies (for check on the movement of essential commodities, black 

marketing, weights and measures, food adulteration) and  
7. Geology and Mining. These checks are generally conducted by respective agencies 

at separate points, resulting in more than one detention. Detention of vehicles 
causes lower speed, loss of time, high fuel consumption and idling of vehicles, 
leading to underutilization of transport capacity and adversely affecting their 
operational viability. 
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Besides, it imposes economy wide costs which are not easy to assess. Better roads and 
faster speeds may be offset by Inter State Check Posts (ISCPs). The system in vogue 
hinders rather than facilitates smooth flow of freight and passenger movement across the 
country and has thwarted the formation of single common market. 

Oraganised Mega Retail and Transport Sector –  
Changing Equations: Global Experiences 

Retailers are involved in the selling of goods and services to the consumer. In order to sell 
goods and services to consumers, retailers are dependent on manufacturers to provide the 
necessary products. In order to achieve regular and assured supply of goods, they may 
outsource certain functions such as transport and warehousing to specialist logistics 
services providers13. Thus, retailers therefore have a direct interest in the logistics systems 
of their suppliers and other intermediaries.   

Unorganized retailers are generally the passive recipients of products, allocated to stores 
by manufacturers in anticipation of demand. They don’t have any much say on 
manufacturing, logistics and transportation or say supply chain. However the organized 
retail chains are the active designers and controllers of product supply in reaction to 
known customer demand. They have full control on the supply chain from production to 
consumption. Organised Mega Retail has let to restructuring road transport system in 
developed counties. According to National Association of Purchasing Management, the 
logistics problems (delivery and transport costs) is the biggest obstacle facing U.S. 
businesses in international sourcing (Murphy and Daley 1994)14. 

One of the most important tasks for firms conducting international sourcing is to 
develop an international logistics strategy that complements the firm's international 
sourcing strategy. A study has found that transportation delays are the most serious 
obstacle to the international sourcing of U.S. firms (Min and Galle 1991)15. Though a 
large number of studies has been conducted on  much needed effective and efficient 
logistics network and infrastructure, however only few studies has focused on impact and 
structural changes of traditional unorganized logistics and transport systems. 

Because of its size, purchasing power  and technological sophistication, the 
chain (Wal-mart) is revolutionizing not only the industrial organization of 
local retail trade, but also the wholesale and transportation logistics 

                                                
13  John Fernie and Leigh Sparks (2004), Retail logistics: Changes and Challenges, 

www.iibms.org/pdf/Ebooks/Logistics%20and%20Retail.pdf 
14  Murphy, P.R., and J.M. Daley. "Logistics Issues in International Sourcing: An Exploratory Study." 

International Journal of Pur chasing & Materials Management 30 (Summer 1994): 22‐27.  
15  Min, H., and W.P. Galle. "International Purchasing Strategies of Multinational U.S. Firms." International 

Journal of Purchasing and Materials Management 27 (Summer 1991): 9‐18.  
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industries16.   

The proponents of FDI in Retail in India must considering the global experiences of 
local transport sector before projecting the benefits of mega retail corporation and their 
investment on transport sector. 

CHANGE OR PERISH 

Large scale organized retail operations requires logistics investment so that the 
procurement process can be improvements and consolidated. This is a must in order to 
achieve organizational goal of reducing transport cost. Such infrastructural changes 
requires huge investment not only on transportation, but also on information technology 
so that efficient logistic system can be put on practice. Though large scale retail chains 
take lead in consolidating and improving the logistic infrastructure, but it wants its 
suppliers to be partner in investment. A country like India, where the logistic and 
transport sector is highly unorganized, scattered and operates with almost negligible 
investment information technology and with a sizable number of aged vehicles plying on 
roads. As per the norms of mega retail chains, such kind of logistic and transport 
infrastructure will need major over haul so that they can fit as logistic and transport 
partner of modern retail chains.  

This requires that super-market suppliers adopt practices and make 
physical investments, which allow almost frictionless logistical interface 
with the chain's warehouses. The "Code of Good Commercial Practices" 
signed by supermarket chains and suppliers in Argentina illustrates the use 
of best-practice logistics by retail suppliers. Similar trends are noted in 
Asia. For example, Ahold instituted a supply improvement program for 
vegetable suppliers in Thailand, specifying postharvest and production 
practices to assure consistent supply and improve the efficiency of their 
operation17. 

LOGISTICS PARTNER AND ‘THE CODE OF GOOD COMMERCIAL PRACTICES’ 

Giant Retail Corporations in order to achieve maximum benefit, tend to develop 
partnership with big logistic players, who has the ability to invest and dominate the 
country’s logistic landscape. The existing tie-up of Carrefour distribution center in Brazil, 

                                                
16  Stephan J. Goetz and Hema Swaminathan, Wal‐Mart and Rural Poverty, Selected Paper prepared for 

presentation at the American Agricultural Economics, Association Annual Meeting, Denver, Colorado, 
August 1‐3, 2004, www.indiafdiwatch.org/fileadmin/India.../WalmartPoverty2004.pdf 

17  Boselie, D. "BusinessC aseD escription:T OPSS up‐ply Chain Project,T hailand."Working paper, Agrichain 
Competence Center, Den Bosch: KLICT InternationalA gri‐SupplyC hain D‐velopmentP rogram, 2002. 
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which is the product of a joint venture of Carrefour with Cotia Trading (a major 
Brazilian wholesaler distributor) and Penske Logistics (a U.S. global multinational firm) 
shows how big retail players prefers selective logistic partner for their transportation 
needs. Similarly, Wu-mart of China announced in March 200218 that it would build a 
large distribution center to be operated jointly with Tibbett and Britten Logistics (a 
British global multinational firm). Ahold's distribution center for fruits and vegetables in 
Thailand is operated in partnership with TNT Logistics of the Netherlands19. All the 
examples make very clear that large retail chain bypasses existing unorganized or smaller 
logistics and transport channels. If this kind of scenario is allowed to emerge in India, 
here more than 85 percent of trucks are operated by individuals with less than 5 
trucks. All these agencies will not be preferred partner for mega retail chains, and will 
be ultimately the sufferer because of the fact, mega retail has globally resulted to 
displacement and closure of small local markets and neighborhood shops. When there 
will be no takers of the services of unorganized and small truck operators, they will 
become vulnerable at the hands of large logistics companies, because the only option 
left with these individual truck operators will be either work as sub contactor of big 
logistic companies or perish. 

EMERGENCE OF ORGANIZED CORPORATE INTERMEDIARIES   

Organised Mega Retail Chains not just requires efficient, effective and specialized 
organized logistics partner but also dedicated specialized wholesalers. The mega retail 
chains are increasingly working with specialized wholesalers, dedicated to and capable of 
meeting their specific needs.  

These specialized wholesalers cut transaction and search costs, and enforce 
private standards and contracts on behalf of the supermarkets. The 
emergence and operation of the specialized wholesalers has promoted 
convergence, in terms of players and product standards, between the 
export and the domestic food markets. Moreover, there is emerging 
evidence that when supermarket chains source imported produce they 
tend to do so mainly via specialized importers.  For example, Hortifruti 
functions as the buying arm of most stores of the main supermarket chain 
in Central America, as does Freshmark for Shoprite in Africa. Contracts 
serve as incentives to the suppliers to stay with the buyer and overtime 
make investments in assets( such as learning and equipment) specific to 
the retailer specifications regarding the products. The retailers are assured 
of on-time delivery and the delivery of products with desired quality 

                                                
18  CIES (Food Business Forum). "Wu‐mart,"F ood Business Forum‐News of the Day, Paris: CIES, 2002. 
19  Boselie, D. "BusinessC aseD escription:T OPSS up‐ply Chain Project,T hailand."Working paper, Agrichain 

Competence Center, Den Bosch: KLICT InternationalA gri‐SupplyC hain D‐velopmentP rogram, 2002. 
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attributes20.  

Again such kind of alliance or partnership has wider implication on local economy and 
employment landscape. Such alliances ensure only those who are organized and have 
large investment capabilities can enter in venture with mega retail chains. In other 
words, this is nothing but corporatization of retail, wholesale, logistics and transport 
sector, where there is no space for traditional unorganized entrepreneurs.     

Key Qualifying Criteria for becoming Wal-Mart’s Suppliers and Service Providers 

• Suppliers must sign a legally binding agreement with Walmart Potential suppliers should review 
the agreement completely with their attorneys, and/or with an attorney who specializes in 
supplier contracts. It is important for potential suppliers to make sure they understand all terms 
and conditions, particularly all stipulations relating to allowances, new store discounts, 
merchandise warranties, defective/return merchandise allowances, warehouse allowances, soft 
goods allowances, late shipment penalties and markdown dollars or discounts 

• EDI has proven to be the most efficient way of conducting business globally with our suppliers, 
by electronically sending and receiving core business documents. Walmart/Sam's Club has EDI 
documents to support these business areas: Supply Chain Management, Global Indirect 
Sourcing, Accounting, Inventory Management and Logistics. We expect our suppliers to begin 
exchanging EDI transactions once they become a Walmart/Sam's Club supplier and are assigned 
a specific Supplier Number. 

• Data accuracy via Global Data Synchronization Network (GDSN) standards is a business 
necessity at Walmart. Accurate data is crucial for driving supply chain efficiencies in logistics, 
store operations, administrative processes and customer service within Walmart and our supplier 
community. To do this, Walmart requires our suppliers to be 100% synched and provide 100% 
Accurate Data through GDSN. To support you, Walmart is offering workshops free of charge. 

• The ability of our suppliers to adapt to Walmart's/Sam's Club lead-time requirements is 
imperative. 

• We also carefully analyze a new supplier's ability to ship products in a reasonable amount of 
time. Late shipments can translate into great losses—both monetarily and in customer respect. 
We expect our suppliers to combine excellent products with on-time deliveries—at the right cost. 

• The primary function of our Corporate Traffic Department is to provide for the efficient 
transportation of Walmart and Sam's Club merchandise that is moving under collect-payment 
terms from suppliers to distribution centers through the use of private carriers under contract, as 
well as our own private fleet. Suppliers inform Walmart of ready loads through the "Backhaul 
Betty" system, which is an interactive telephone voice-response system, via our Internet-based 
application, Transportation Link or by EDI. 

                                                
20  The Rise of Supermarkets in Africa, Asia, and Latin AmericaAuthor(s): Thomas Reardon, C. Peter 

Timmer, Christopher B. Barrett, Julio BerdeguéReviewed work(s):Source: American Journal of 
Agricultural Economics, Vol. 85, No. 5, Proceedings Issue (Dec.,2003), pp. 1140‐1146Published by: 
Oxford University Press on behalf of the Agricultural & Applied Economics AssociationS table URL: 
http://www.jstor.org/stable/1244885 .Accessed: 18/02/2012 07:44 
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• All suppliers can access a copy of Walmart's Supplier Information Manual in Retail Link® (once 
a supplier number is issued), which contains detailed information about purchase order 
numbering conventions, distribution center locations, shipping requirements and other useful 
data. It is the supplier's responsibility to abide by the terms and conditions of this document as 
also specified in the Supplier Agreement. In addition, all suppliers should be prepared to provide 
detailed load forecast information to Walmart's Corporate Traffic office to facilitate 
transportation in exceptionally heavy shipping seasons.  

Source: http://walmartstores.com/suppliers/248.aspx 

BIG MEGA RETAIL PLAYERS – THE CHANGING EQUATIONS WITH SERVICE 
PARTNERS 

Global retail chains, especially which do have a sizable portion of business interest on 
food commodity, are generally seen in favoring mass acquisition spree. According to 
experts, grocers are looking to own, or at least manage, as much of their supply chain as 
possible. Some are taking the extra step of becoming third party logistics providers to 
competitors. The reason? Those with the best control of their logistics network will be 
the most successful today and tomorrow. 

Consolidation of retail industry is one of the main reason for re-aligning logistics 
operations21. Many retail companies who are still operating in 1970’s style are at high risk 
of elimination from competitive sphere due to their lack of control over supply chain. 
According to Richard Kochersperger22  

Wal-Mart will represent one-third or more of the American food supply 
chain within the next 10 years… Wal-Mart is the dominant story and 
everything is a reaction to them…Wal-Mart owns most of 
its logistics network. In fact, both Supervalu and Wal-Mart control such a 
large portion of the U.S. food supply chain that their extensive leverage is 
what is driving other retailers to in-source their logistics operations 

Ed23 in his more analytical observation said 

A solid supply chain will make or break a food retailer. A food retailer is 
essentially a logistics company and a real estate company put together with 
a little bit of marketing. Logistics costs are a huge portion of costs. From 
the service side, if you don’t have product customers won’t come to the 
store. 

                                                
21http://www.komintl.com/pub/eng/wpapers/reprints/Food_Logistics_May06_Whos_Winning_the_Supply_
Chain_Game.pdf.  

22  Richard Kochersperger, an educator in the department of food marketing at St. Joseph University's 
Erivan K Haub School of Business, Philadelphia, ibid. 

23  Ed Frazelle, president and CEO, Logistics Resource International, Atlanta, ibid 
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Richard Kochersperger24 believes  

the acquisition could be significant, particularly because manufacturers 
have not been good at managing their inventory in transit. That is a good 
strategy if they can make the cultures work, The strategy isn’t 
for every food retailer, though, as it depends on the financial conditions of 
the company. 

Jeff Noddle25, said 

At the time of the acquisition we have been looking for the right partner 
to obtain critical mass and solidify our commitment to third-
party logistics...The combination of Supervalu's scale and supply chain 
competence together with Total Logistics and its nationally recognized 
reputation in third-party logistics will unlock growth opportunities. 

The pressure of cost reduction by retail giants is often passed on to the manufactures and 
supply chain partners. James Tybot26 has very well explained the pressure tactics of Wal-
Mart on manufacturers and other supply chain partners 

The downward pressure on the quality-adjusted price, is obviously 
undesirable from producers perspective. It constrains the ability of 
manufacturers to exercise market power and forces lower prices on them 
than they would have otherwise chosen. Interviewed suppliers in Mexico 
reported being asked for a "logistics discount", i.e., recognizing the 
decrease in logistics and distribution costs stemming from its centralized 
sourcing system Wal-Mart wants to share in the suppliers savings.  

Why Wal-Mart Wants to Take the Driver’s Seat (Extracts of Article published in Business Week)*  

Wal-Mart wants not only to control the retail landscape, but also wants to dominate and 
dictate its own terms on manufacturing and transportation industry as well. The retailer 
aims to take over U.S. transportation services from suppliers in an effort to reduce the 
cost of hauling goods.  Under the new program Wal-Mart will increase its use of 
contractors, as well as its own vehicles, to pick up products directly from manufacturers' 
facilities. 

This partnership arrangement is resulting in a change in the configuration of the trucking 
industry itself. As carriers increase in size and develop more sophisticated services, the 
smaller transportation companies are finding it hard to compete. "I suspect that we'll 

                                                
24  Richard Kochersperger, St. Joseph’s University , ibid. 
25  Jeff Noddle, Chairman and CEO of Supervalu, ibid. 
26  Leonardo Iacovone, et.al (2008), Walmart in Mexico: The Impact of FDI on Innovation and Industry 

Productivity, spot.colorado.edu/~kellerw/IJKT_012609.pdf 
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start to see 4 or 5 major players with broad capabilities, as well as niche players with 
specific abilities emerging," says Zollars. The smaller independent is being squeezed out.  

Wal-Mart Stores Inc., the world’s largest retailer, is seeking to take over U.S. 
transportation services from suppliers in an effort to reduce the cost of hauling goods. 
The company is contacting all manufacturers that provide products to its more than 
4,000 U.S. stores and Sam’s Club membership warehouse clubs, said Kelly Abney, Wal-
Mart’s vice president of corporate transportation in charge of the project. The goal is to 
take over deliveries in instances where Wal-Mart can do the same job for less and use 
those savings to reduce prices in stores, he said. 

“It has allowed our suppliers to focus on what they do best, manufacturing products for 
us,” Abney said in a telephone interview yesterday from Bentonville, Arkansas, 
where Wal-Mart is based. “With lower costs usually comes increased sales.” 

Under the program, Wal-Mart is increasing the use of contractors, as well as its own 
private fleet of trucks, to pick up products directly from manufacturers and transport the 
goods to its distribution centers and stores. The retailer currently moves most goods only 
from its distribution centers to stores. 

Under the current Program, thousands of vendor companies would lose their shipping 
flexibility and markup, and be at the whim of Walmart's pickup schedule. Second, 
freight companies stand to lose a giant chunk of their business, if Walmart shifts much of 
its transportation to its own fleet and its contractors. , manufacturers who've been 
running their own trucks to Walmart's distribution centers and then over to Target's 
warehouse and those of other competitors could well find themselves running half-empty 
trucks without Walmart's shipments, raising their inefficiency in delivering to 
competitors. Then they'd need to charge those competitors more for delivery. 

And there is Walmart's grand plan revealed -- lower shipping costs for them and higher 
shipping costs for their rivals. If suppliers get on board, archrival Target (TGT) and 
others could be left scrambling to create similar levels of efficiency, while Walmart could 
cut prices to depths competitors couldn't possibly match. 

Vendors are in a painful bind under Walmart's new shipping plan: If they give up 6 
percent of their price, will they still be able to survive? If they stop selling to Walmart, by 
contrast, they may go bust as well, as their overhead includes factory capacity for selling 
the retail giant. The move may drive vendor consolidation as suppliers try to find a way 
to make this new structure work, or changes in where goods are sold as some vendors 
give up in disgust and decide to focus on other retail accounts. 
*  Chris Burritt, Carol Wolf and Matthew Boyle (2010), Why Wal-Mart Wants to Take the Driver's Seat, 
    http://www.businessweek.com/magazine/content/10_23/b4181017589330.htm 
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Conclusion and Recommendations 

DIPP is visualizing to bring major positive changes in Indian economy by liberalizing 
FDI in retail. If the claims of the pro-change players are to be believed, FDI in retail will 
be beneficial for all sectors, including transport, because of binding clause to invest in 
backend supply chain and logistics.. On the contrary, the facts have something different 
to offer. The current structure of Indian road goods transport sector will not only 
crumble but also result in massive unemployment of many, particularly those involved in 
logistics and road transport sector, if retail sector is opened for FDI. The cascading effect 
will also affect several people who are dependent on the transportation sector. A vast 
majority of transport operators who are very small payers (roughly 85 percent of 
operators have less than 5 goods vehicles) will face direct challenge competing with few 
big organized logistics and transport companies. Through this paper we argue that the 
rule of the games cannot be changed without providing an conducive environment and 
safeguarding the interests of these small and marginal players. Due to the lack of 
investment capabilities, pre-qualification criteria of international giants like Wal-Mart to 
handle their logistics, unorganized road transport sector which employs nearly 5 crore 
people will be unable to compete with bigger organized logistics and transport 
companies.  Bigger companies can invest heavily on information technology, warehouses, 
vehicle service centers and purchase of latest models of goods vehicles from 
manufacturing companies at relatively discounted price because of bulk order. The 
operations by large logistics company will ensure slow death of existing transport 
operators and their businesses, because these large logistics companies will have 
monopoly to provide their services to mega retail chains, but in order to reduce their 
operational cost and maximize the profits, they will also cater to the needs of smaller 
organized and even un organized retail players. Because big organized retail will always be 
in a dominating position to dictate terms to their logistic and transport partners, these 
companies will however be in a position to exploit the market in absence of traditional 
transport operator. Also the transport sector will witness large scale unemployment due 
to employment criteria of large scale organized logistics and transport sector. Many of 
our current drivers, conductors and loaders associated with road goods transport sector 
are either illiterate or are very poorly educated. Such kind of workforce, despite their 
ability and proficiency, will hardly get absorbed in organized and big transport sector. 

Organized retail works on the principle of cost cutting, and with these cost cutting, they 
are able to offer relatively cheaper goods to consumers. In order to reduce cost, they often 
talk of improvement in supply chain, just in time decision making for transportation of 
goods, efficient warehouse and efficient transportation. All these require heavy 
investment on information technology. Each stake holder is well connected with each 
other. For efficient system, supply chain and transportation services must be equipped 
with information channel which will help taking just in time decisions. These kind of 
arrangement is near to impossible for most of the current set of transporters, because of 
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lack of finances, knowledge and awareness level and lack of strategic alliances with bigger 
partners.  

Also involvement of information technology will mean reduction of support staff in 
existing road good transport business. Though efficient system is badly required and is 
helpful for all, the question is will mega retail or big logistics companies be able to engage 
such support staff in meaningful and productive employment? Similarly the laborers is 
another group of man power which will feel threatened by large scale investment in 
modern transport and other logistic infrastructure, as labour intensive jobs can be 
replaced by machines with few technically trained manpower.  

In order to sustain the existing business – Transport operators of India needs to 
understand the implications of FDI in Retail and its after-effects on their business and 
livelihood. They need to question their own preparedness to deal with the challenges 
posed by consolidated and monopolistic logistic sector. It is very difficult task to organize 
such a huge independent transport operators. However with given and eminent threat to 
livelihood and sustenance of more than 17 crores of population, strong regional and 
smaller alliances are needed to fight the impeding danger which is like a basket gift 
offered along with FDI in retail to Indian population at large. Proponents of FDI in 
retail are playing politics of divide and rule and are projecting one or other stakeholder as 
the main culprit for price rise, high inflation, maximization of profit, etc.  

In order to bring positive changes in existing goods transport sector, CAIT recommends 
following steps: 

1.      In India, Central Government must device a system which is able to reduce 
delays at state border while crossing checkpoints, especially for high value and 
time sensitive goods. We need to device a mechanism, where trucks/other 
commercial vehicles, once inspected by any state government transport 
authorizes, must be sealed and till the seal is intact, such vehicles should be 
compelled for re-checking while entering or leaving other states. Government 
may impose heavy penalty for those who try to temper government seals or 
deliberately want to violate fair-practice rules. This will come as a major relief for 
honest transporter and will also reduce corruption on state check posts. 

2. Simplified paper work. Most of the Indian States have different trade policies due 
to their own excise and sale tax policies. Any commercial vehicle moving across 
the length and breadth of country needs to prepare and maintain such time 
consuming and tedious paper-work. Government is taking many initiatives in the 
form of VAT, GST etc. Government must ensure a simplified procedure for the 
facilitation of quick movement of commercial vehicles across the country. 
Simplification of process will again make transport system efficient, transparent 
and corruption free. All this will lead to faster movement of goods, better wages 
for people involved with transport sector and lower inflation for consumers. 
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3. Promotion and use of multi-axle vehicles and tractor-trailer combination would 
help reduce transport costs and road pavement damage. Towards this end, 
incentives such as reduced tax rates and tolls favoring such vehicles could be 
introduced. 

4. People engaged with transport sector especially Drivers and Helpers, needs to be 
trained by audio-visual materials, so that they can become more aware, 
responsive, productive and efficient. Such steps will help transport sector and will 
also help in improving its recognition in society.  

5. Transport owners needs to understand the importance of information technology 
in its relevance in improving the efficiency of transport business. Training and 
support institutions needs to be created by central and state government to 
facilitate such trainings for people associated with transport sector. Such training 
institutes can be part of transport department and state revenue department. 

6. Encouragement and promotion of transport co-operatives. Such co-operatives can 
help in making local transport system more efficient and effective. This will take 
care of local community, and will also help in raising much needed institutional 
finances for purchase of modern vehicles, raising awareness amongst the 
stakeholders, negotiating with government agencies for betterment of 
infrastructural facilities like roads, bridges, halt stations, emergency rescue systems 
etc. Also cooperatives can be partners of training schools meant for transport 
sector. 



Hkkjr ds ?kjsyw O;kikj dh lqj{kk gsrq 
jk"Vªh; vfHk;ku

jk"Vªh; O;kikjh pkVZj
ú ns'k ds fjVsy O;kikj ij ,d jk"Vªh; O;kikj uhfr ?kksf"kr gksA

ú fjVsy O;kikj esa cgqjk"Vªh; daifu;ksa ,oa cM+s dkjiksjsV ?kjkuksa ds izos'k ij izfrca/ yxs o 

bl eqís ij lalnh; LFkk;h lfefr dh fliQkfj'ksa Lohdkj gksaA

ú dsUnz ,oa jkT; Lrj ij i`Fkd :i ls ,d vkarfjd O;kikj ea=kky; dk xBu gksA

ú laiw.kZ Hkkjr dks ,d eaMh fl¼kar ij fodflr djrs gq, ¶eqDr O;kikj {ks=k¸ ?kksf"kr 

fd;k tk, vkSj vUrZjkT;h; O;kikj esa ykxw lHkh izdkj ds jksM ijfeV] ,UVªh iQkeZ] pSd 

iksLV o pqaxh dks lekIr fd;k tk,A

ú O;kikfj;ksa dks ¶VSDl dySDVj¸ dk ntkZ fn;k tk, vkSj VSDl ,d=k djus esa [kpZ gq, 

/u dh HkjikbZ ljdkj djsA

ú lHkh izdkj ds okf.kT; djksa dks th,lVh esa lekfgr djus ds ckn gh ,d djh; dj 

iz.kkyh leku :i ls ns'k Hkj esa ykxw dh tk,A

ú dsUnzh; çR;{k dj cksMZ dh rtZ ij gh dsUnzh; vizR;{k dj cksMZ xfBr fd;k tk,A

ú vkbZih,l vkSj vkbZ,,l dh rtZ ij dj foHkkx ds fy, ,d vyx dSMj bafM;u VSD'ku 

lfoZl (vkbZVh,l) dk xBu fd;k tk,A

ú O;kikfj;ksa dks izkbejh lSDVj ySfMax jsV ij gh cSadksa ls vklku 'krks± ij foÙkh; lgk;rk 

miyC/ djkbZ tk,A

ú O;kikfj;ksa ij ykxw lHkh izdkj ds dj ,oa vU; dkuwuksa dh iquZleh{kk ds fy, ,d 

¶iquZleh{kk vk;ksx¸ xfBr fd;k tk,A

ú 60 o"kZ ls vf/d vk;q ds O;kikfj;ksa dks isa'ku nh tk,A

ú xqtjkr dh rtZ ij lHkh jkT;ksa esa ¶VªsM dfe'uj iz.kkyh¸ ykxw gksA

ú fjVsy O;kikj ds vk/quhfddj.k ,oa mPp Lrjh; cukus gsrq ljdkj ,d fo'ks"k dk;ZØe 

,oa uhfr dh ?kks"k.kk djsA

ú O;kikj o m|ksx ls lacaf/r ljdkjh cksMZ o desfV;ksa esa O;kikfj;ksa dks leqfpr 

izfrfuf/Ro fn;k tk,A

ú baLisDVj jkt dh iw.kZ lekfIr gksA

ú csgrj O;kikfjd <kaps ds fy, vko';d <kapkxr lqfo/k,a O;kikfj;ksa dks izkIr gksA

ú O;kikjh ekfdZVksa dh lqj{kk O;oLFkk etcwr gksA
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