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India has a coastline stretching over 7,500 km of coast-line, and a strategic location in the 

Indian Ocean. The bulk of India’s external trade is carried by maritime route. This amounts to 

90 percent by volume and 70 percent by value. India also has 14,500 km of potentially 

navigable waterways. Ports play a major role in a country’s industrialization. Project 

Sagarmala was envisaged as a scheme for port-led development by the former Prime Minister 

Shri Atal Behari Vajpayee. The concept was approved by the Union Cabinet in March, 2015. 

Prime Minister Shri Narender Modi released National Perspective Plan at the Maritime India 

Summit 2016 on 14th April, 2016. There will be 200 projects with an estimated infrastructure 

investment of Rs. 4 lac crore. These will include port modernization and development of new 

ports, enhancing connectivity, port led industrialization and community development. This is a 

major initiative, which will increase India’s export competitiveness, increase port capacity, 

bring down logistics cost and encourage industrialization. This will benefit not only the coastal 

regions, but also inland States by improving connectivity.

Maritime trade and naval presence went hand in hand as Europe expanded its horizons 

following the voyages of discovery. Indian Ocean witnessed competition between the 

Portuguese and the Dutch, followed by the English and the French. The flag followed the trade. 

Only when the English established their supremacy on the high seas, could their colonies be 

safe.  The Indian Ocean rim countries remainedthe object of maritime competition between 

European powers. They lacked the capacity and awareness to defend their shores. This needs to 

be changed. 

As China’s share in world trade has increased, its maritime presence has also expanded. The 

process began much before the announcement of One Belt One Road (OBOR) initiative by the 
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Out of the top 10 ports in the world today (in terms of cargo handled), seven are Chinese 

ports while no Indian port features in the top 30.

The Sagarmala programme aims at reducing the transport cost of domestic cargo by 

making greater use of inland transport. It also targets lowering logistics cost of bulk com-

modities by locating future industrial capacities near the coast. Third objective is to en-

hance export competitiveness by locating manufacturing clusters near the ports. It will 

also optimize time, and cost of container movement for export-import. To enhance con-

nectivity of the ports to the country’s production and consumption centres, 80 ports have 

been proposed at an investment of more than Rs. 2 lakh crore. The Indian Port Rail Corpo-

ration Limited (IPRCL) has taken up 25 railway projects across nine major ports.

Sagarmala is an integrated programme, and goes beyond port development to setting up 

14 Coastal Economic Zones (CEZs). A CEZ could extend along 300-500 km of coastline and 

around 200-300 km inland. Each CEZ will consist of multiple Coastal Economic Units 

(CEUs). The CEUs will be located close to deep draught port. The programme aims to 

reduce the logistics cost. The total logistics cost is estimated at Rs. 25 lac crores. Accord-

ing to World Bank, logistics cost in India is 19 per cent of GDP, compared to 12.5 per cent 

in case of China, 13.43 per cent in case of UK and 15.72 per cent in case of Indonesia. High 

logistics cost impact on competitiveness of Indian exports. Sagarmala programme also 

aims at improving modal mix of Indian logistics. According to the Ministry of Shipping, 55 

per cent of the tonne-km of traffic is carried by roads, 32.65 per cent by rail, 6 per cent 

by waterways and 699 per cent by pipe-lines. Road and rail transport is costlier than 

transport by waterways, and results in higher carbon emission. The programme will bring 

down logistics costs for Export-Import and domestic cargo and save up to Rs. 35,000 to 

Rs. 40,000 crore per annum. It will also reduce carbon emission in transportation sector 

by 12.5 MT/annum.

According to the Ministry of Shipping, the share of coastal shipping in freight mix of bulk 

cargo is just 4 per cent. Coastal shipping is 80 per cent cheaper on per tonne kilometer 

basis as compared to rail. If coal movement through the coastal route is increased from 24 

MT/annum in FY 2016 to 80 MT/annum in FY 2020, and the share of inland waterways 

and coastal shipping is increased from 6 per cent to 12 per cent, this could result in 

annual savings in logistics cost by Rs. 35 – 40,000. The end to end transit time for con-

tainer movement for Export-Import in India ranges from 7 to 17 days, as compared to 5.6 

– 6 days in case of China. Higher transit cost entail maintaining higher levels of invento-

ry, adding to the over-all cost. According to the Shipping Ministry, road has more than 80 

per cent share of traffic, while railway has less than 20 per cent share. If the share of 

railway in container traffic is increased from 18 per cent to 25 per cent, this would mean 

annual savings of Rs. 7,000 – 9,000 crore in the annual logistics cost. The programme 



includes a proposal to expand India’s port capacity from 1.55 billion tons per annum to 3 billion 

tons per annum. This will involve developing 4-5 mega ports over the next 10-15 years. Master 

Plans have been finalized for all the 12 major ports, involving total project cost of Rs. 92,312 

crores and adding approximately 890 MTPA to the capacity.

India currently lacks an international trans-shipment port. Jawaharlal Nehru Port Trust (JNPT) 

and Mundhra ports handle considerable volumes of mainline sailings. But the trans-shipment 

element is small. The reason is that large container ships can afford very small deviations from 

the shortest route. Similarly, Cochin and Tuticorin have container terminals, but are unable to 

attract sizeable container traffic. Sagarmala programme aims at increasing international 

trans-shipment volumes from 0.5 million TEUs currently to 1.3 million TEUs by 2025.  The 

programme also aims at improving export competitiveness by developing CEZs and Coastal 

Economic Units near the Ports. This involves proposals to expand port based industrial zones from 

25,000 acres to over 100,000 acres by 2025, by setting up CEZs. This will result in additional 

exports of up to USD 110 billion by 2025. So far, 14 CEZs have been identified as part of the 

National Perspective Plan.  Sagarmala programme also involves locating future capacities near 

the coast to reduce inland freight cost. This could include refining, cement, gas based 

petro-chemical industries and steel clusters.

Sagarmala programme needs to be complemented with expansion of shipping fleet, and ship 

building capacity. At present, only 9 percent of India’s trade is carried by Indian ships. There has 

to be major expansion of ship building capacity. These are capital intensive industries. But we 

need to begin the journey. 
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