
Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN 2249-9598, Volume-08, Jan 2018 Special Issue (01) 

 

 
w w w . o i i r j . o r g                      I S S N  2 2 4 9 - 9 5 9 8  

 

Page 23 

Indian Ports: Issues, Challenges, Measures 

Padmaja Ganpatye 

Assistant Professor, Department Of Accountancy, Tolani College Of Commerce, Andheri 
East, Mumbai 400 093. 

 

Growth in trade and commerce is an important factor to growth of economy of any 
country. Ports play a significant role in international trade as they contribute to important 
economic activities in coastal areas. India, failed to make the best of its 7500kms 
coastline to become a frontier for international trade. Presently there are only 12 major 
and 200 intermediate and minor ports. Furthermore the Turn – around time of the ships in 
Indian ports in 2001-02 was a dismal 98 hours, though there has been a significant 
decrease from 180 hours in 1997.With present estimate of compounded annual growth 
rate (CAGR) of over eight per cent, these a borne trade in India may cross the 830 million 
ton (mt) by 2017-18 .  Hence it is imperative for Indian ports to be able to handle such 
rapidly growing cargo. This would have to be supplanted by modern port infrastructure, 
equipments, provisions and other support services required.  

This paper attempts to study the challenges faced by the Indian ports and initiatives taken 
by the government to improve the performance of Indian ports in the last decade. 
Simultaneously it analyzes and interprets Cargo traffic at major and non-major 
ports(MMT) as one of the performance indicator for last decade that is between 2007 to 
2017. 
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Need for study: 

The study deals with problem faced by Indian ports. It explains the reasons why Indian 
ports are not at par with international port standard. Further it studies the measures taken 
by the government to improve performance, physical modernization, and privatization of 
ports. The study signifies that developments of ports as contributor to development of 
commerce, trade and in turn economy. 

Objectives: 

The main objective of this research paper is to study: 

• Need  to improve performance  of Indian ports 
• Challenges faced by Indian ports 
• Measures taken by the government to improve performance at the port and its 

effect on its working 

Limitations: 

This paper attempts to study the challenges faced by Indian ports and measures taken by 
government. In this paper researcher has addressed these challenges by highlighting 
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initiatives taken by the governmentto bring positive changes both qualitative and 
quantitative,in the performance of Indian ports. The data is taken from secondary sources 
and conclusion is based on the rendered information from them.  

Research Methodology: 

It is a descriptive research. The nature of data collected used for research is secondary. 
Secondary sources used for the research are textbooks, newspaper articles, journals, 
research papers, government official websites etc. 

Introduction: Ports in India: 

Ports of India play an important role in international trade. Due to import and export, 
maximum cargo enters and exits out of country through these ports. In order to develop 
trade and commerce of the country and to strategically plan imports and exports, ports in 
India play a significant role. India being the largest peninsular country in the world has a 
coastline more than 7500 kilometers long with 13 major and 187 minor ports. It 
contributes 90%  of India’s foreign trade volume. Port Blair is the latest addition being 
the 13th port in the country since June 2010. Indian ports have advantage of major water 
bodies on its sides. Calicut Port, Lothal Port, Mumbai Port, Tuticorin Port, Kolkata Port, 
Chennai Port, Marmugao Port are among 7 oldest port of the country.(1,2,3,4,5) 

Challenges faced by Ports in India: 

Despite having the longest coastline, none among the 200 Indian ports figure in the list of 
global top 20.Compared to China, India is far behind all the key performance indicators 
in port-led development. A report published by Ministry of Shipping (2016) says China 
leads India by factor of seven times to 16 times on the measured parameters. While 
comparing with the ports across the world, the numbers are not empowering. Many 
initiatives have been  taken by the government over the period of time to expand ventures 
in this area. But India’s port is not at par with international ports standards. There are 
many hurdles to overcome  in the development process.(6) 

Though there is an increase in maritime trade, the capacity of Indian tonnage does not 
match with requirements. As per INSA report, on January 2011, cargo has fleet size of 
1040 ships with a tonnage of 10.2 mgt which is 1% of the global fleet. This facts  puts 
limitation on growth of Indian trade thereby showing a declining  trend of Indian fleet’s 
share in oversees trade. To keep up with the increase seaborne trade in the future, the 
level of Indian shipping tonnage need to be brought up significantly. 

The another significant reason highlighted by INSA report is that around 52% of the 
Indian Shipping vessels used over 20years and need to be replaced in order to  competent 
enough. They are not at par with new and modern foreign vessels. 

Infrastructure facilities at the Indian ports are inadequate to manage trade flows 
effectively. It is estimated that 70% of the ship time is spent on ports due to port delays, 
poor turnaround time of coastal ships and use of mechanical handling facilities. These 
restrictions put Indian shipping tonnage in India’s overseas trade at risk.(7) 
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Capital investment needed to adapt new technology in vessels as well as port 
infrastructure is inadequate. Port projects have long incubation period where 
developersexperience issues in seeking financial assistance from banks and financial 
institutions.Project also needs to be approved by the government authorities, as well as 
comply with environmental clearances and coastal regulation. It further causes delay in 
developmental process. 

Greenfield port projects require significant help from government authorities as it is 
undertaken primarily in remote area with lack of required manpower and other 
infrastructural facility for human inhabitation. State organizations lack efforts and 
initiatives in this regard. 

Set up number of years agothese ports also controlled and managed by government 
authorities. Their design is found flawed and inadequate to meet present standards and 
needs to be upgraded at extensive cost. As a result, they cannot handle increased volume, 
hence  experience delays in feeding and evacuation of cargo pulling down its efficiency 
and profitability. 

The major issue faced by these ports is inefficiency and lack of optimum use of resources 
due to overstaffing, incompetent labour, labour strikes, low labour productivity and so on. 
There are others limitations faced by existing ports in common like poor infrastructure 
with regards to connectivity within the port, inadequate cargo handling machineries, 
inadequate navigational aids, lack of technical expertise and many more.  

There is another issue faced by shipping industry when it comes to tonnage growth. 

Direct taxes Indirect taxes 
Corporate Income Tax on other income Sales tax/VAT on ship supplies/spares 
Minimum Alternate Tax or profit/loss on 
sale of vessels 

Lease Tax on charter hire charges 

Dividend distribution tax Custom duty on import of certain category 
of ships, stores, spares and bunkers 

Fringe Benefit tax  
Withholding Tax liability on interest paid 
to foreign lenders 

Service tax 

Withholding Tax liability on Charter Hire 
Charges paid to Foreign Ship owners 

 

Sea-Farer’s Taxation-Cost of employer  
Wealth Tax  
Source:11th 5 yr plan, Working Group Report on Shipping and IWT 
https://ashasmaritimenews.blogspot.in/2012/05/why-share-of-indias-seaborne-
trade.html?m=1 

As per the above table it is clear that along with tonnage tax there are around 12 taxes 
which together reduce 2-3% tax benefit granted under tonnage tax regime. Therefore 
government needs to pay attention and curtail the effects of these taxes to bring up 
tonnage growth. 
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Shipping industry also face regulations from domestic and international authorities. There 
are strict entry barriers into the Indian shipping industry where meeting compliance as 
per regulation adds extra burden to the shipping industry. 

Measures taken by the government: 

India ranks thirteenth globally in imports and 21st in exports (2011) whereas it is the 
world’s third largest economy on the basis of purchasing power parity. India’s 95% 
foreign trade volume is by sea-route. Therefore, to bring reforms in port sector, the 
government introduced many measures over the past few decades. 

Captive port policy was introduced that permits captive berths at real ports for private 
businesses. This empowers them to use these offices only for their own particular 
product.  

To address the issue and to develop the port sector, government has adopted measures 
with the introduction of Maritime Agenda. It will work towards bringing Indian ports at 
par with International standards. For the developmental process, 352 ports were identified 
which will be empowered to handle 2500 million tons of cargo by 2020. India’s export-
import (EXIM) trade is projected at $800 billion by 2014 and $1800 billion by 2020. 
Government also proposed to set up a single regulator “the Major Ports Regulatory 
authority” it will address the issue of port tariffs by formulating guidelines, principles, 
approach and procedure for setting rates for services provided at port terminals. It will 
empower the ports to fix their own tariffs. 

To support and motivate investors, in 2012, government started offering special tax 
incentives. A 10 years tax waiver is declared for the participant’s enterprises who engage 
in developing, operating and maintaining port, inland waterways and inland ports. 100 % 
FDI that is Foreign Capital Flow has been allowed for the development, construction and 
upkeep of ports and harbours. Introduction of Public-private partnership were first 
introduced in late 1990’s in this regard. It is considered as a foundation step of major port 
reforms in India. Now in 2012, India expects investment around rupees 1.5 lakh crore in 
the port sector under Public-Private-Partnership model mainly foreign capital. The  
government has also  highlighted the port development in the country by making 
provision of issuance of tax-free bonds upto 5000 crore in the last budget and declared 
reduction of withholding tax on external commercial borrowing. 

Modi Sagarmala Yojana by government of India: 

The Sagarmala Yojna is Union Government’s flagship strategic, customer-oriented 
initiative to achieve the broad objective of promoting port-led economic development of 
India. It is formally approved on 25th March 2015 by the union cabinet and undertaken 
for India’s 7500 km long coastline, 14500 km of potentially navigable waterways. Under 
Sagarmala Yojana, 415 projects were identified with the expected investment of Rs. 8 
Lac Crore, for the development and to improve business of Indian Portsover the period 
2015 to 2035. (8,9,10) 
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The main objectives of the projects include to construct new berths and terminals to 
enhance port capacity , to modernize berths with state of the art loading/unloading 
equipment, deepening of channels and berths so that ports can accommodate larger 
vessels, to improve rail/road connectivity of Ports for speedy evacuation of cargo, to 
implement Enterprise Resource Programme (ERP) for internal automation and EDI-PCS 
for paperless interaction with stakeholders, to install  VTMS for monitoring vessels 
traffic and navigation support and to simplify the  processes to reduce transaction time at 
Ports. It was also decided to modify Tariff Guidelines from time to time to promote the 
development of the Major Ports, keeping in view the interest of the various 
stakeholders.(11,12) 
These projects are to be undertaken by government both Central Ministries and State 
Governments through private/PPP mode. The details are given below: 
 

S. No. Project Theme No. of Projects Project Cost 
 (Rs. Cr) 

1. Port Modernisation 189 142,828 
 2. Connectivity Enhancement 170 230,576 
3. Port-Linked Industrialisation 33 420,881 

4. 
Coastal Community 
Development 

23     4,216 

  Total 415 798,500 
Source: http://pib.nic.in/newsite/PrintRelease.aspx?relid=159037(9) 

The above projects will help to improve port connectivity through heavy haul rail 
corridor, freight friendly expressways, inland waterways, coastal Special Economic 
Zones (SEZs) and industrial clusters and so on.  It is expected to boost India’s export by 
2025 and create 40 lakh direct jobs and 60 lakhs indirect jobs. (13) 

Shipping Industry and Ports in India : Current status 

 

 Source: https://www.ibef.org/industry/ports-india-shipping.aspx 
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As per above data there is rise in the Cargo traffic at Major Ports: 

• In Financial year 2016 it stood at 606.4 MMT(Million Metric Tonnes) 
• In Financial year 2017, traffic at major port is expected to reach at 943.1 MMT. 
• There is an Increased at a CAGR of 7.4 per cent during FY07–17E 
• During April to September 2016, 12 major ports in India handled 315.4 MT 

(Million Tonnes) of cargo, showing a growth of 5.1 per cent in comparison to the 
same time during previous year. 

 

Source: https://www.ibef.org/industry/ports-india-shipping.aspx 

As per above data there is rise in the Cargo traffic at non-major Ports: 

• Non-major ports are gaining shares and a major chunk of traffic has shifted from major 
ports to non-major ports 

• The contribution of non-major port’s traffic to total traffic rose to 43.5 per cent in FY16 
from 28.6 per cent in FY07 

Therefore, it is concluded that non major ports are evolving relativelyfaster than major 
ports. 

AS of Feb 17, 12 major ports in India experienced increase in Cargo traffic by upto 
7.14% 

Conclusion:  

With the proposed Sagarmala Yojana, Indian Port sector is expected to impart a healthy 
outlook with increased investment to modernize the port sector. The capacity of 
additional ports is expected to grow. Ministry of Shipping has set a target capacity of 
over 3,130 MMT by 2020, which would be driven by participation from the private 
sector. Non-major ports are expected to generate over 50 per cent of this capacity. India’s 
total external trade has grown USD416 billion in FY17 which is significant growth 
observed since FY 2009. So all in all it can be concluded that measures taken by the 
government in the 1990 post reform period and in particular after 2012 improved the 



Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN 2249-9598, Volume-08, Jan 2018 Special Issue (01) 

 

 
w w w . o i i r j . o r g                      I S S N  2 2 4 9 - 9 5 9 8  

 

Page 29 

efficiency and capacity of Indian port sector to a great extent. And with Sagarmala 
Yojana, Indian Port industry has a promising future which will contribute to growth of 
the country significantly. 
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