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Abstract:

The development of a robust logistics and supply chain sector is undeniably the lifeblood of any
thriving economy, and India stands at a crucial crossroads in this transformative journey.
Recognizing the potential to create an abundance of new jobs, catalyze international trade, and
escalate exports, the nation now sets its sights on redefining its logistics landscape. However,
beneath the veneer of aspiration lies a reality that is far from sanguine, as the sector has long been
fraught with challenges for Indian businesses. This research paper delves deep into the pivotal
steps required to unleash India's untapped potential as a preeminent 'logistics hub' on the world
stage. By examining the transformational trajectory of the logistics and supply chain sector, we
unravel the intricacies of unlocking India's inherent strengths and overcoming its limitations. The
paper navigates through the turbulent waters of logistics intricacies, recognizing that the evolution
of this sector extends far beyond the ordinary scope. In this paper, we critically explore the
opportunities for constructive collaboration among stakeholders, harnessing the power of public-
private partnerships to invigorate the logistics ecosystem. Through the lens of innovation and
adaptability, we envision a logistics landscape that transcends its conventional boundaries and
embraces a future replete with dynamic advancements.
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Introduction:

Development of logistics and supply chain sector is very crucial for the Indian economy,
as it will create new jobs, boost trade and exports. However, the true reality is entirely different
and not bright. Despite being a critical pillar of our economy, it has been a nightmare for Indian
businesses. India was ranked 44" in the World Bank Logistics Performance Index back in 2018.
Since then, Government of India has taken many initiatives and measures to improve the nation’s
logistics infrastructure, which has been undergoing a major transition. The nation’s logistics is not
adequate, sufficient, or equipped enough to support the estimated growth rate of 7% over the
coming decade, resulting in slowing down the progress of the huge consumer market we have in
India. Also, the expected 2.5-fold growth in freight traffic will jeopardize the logistics sector.
Moreover COVID-19 had adverse effects on all the businesses around the world. India is no
different, neither is its logistics sector. Around $50 billion is lost each year due to insufficiencies
in India’s logistics network. Not to forget that India spends around 13% of its GDP on logistics,
compared to 9.5% by the USA and a mere 8% by Germany — countries that are much more
advanced in logistics. ‘“McKinsey Global Institute” (MGI) in 2019 forecasted that India’s logistics
sector would grow at a CAGR of more than 10 percent, from $200 billion in early 2020 to at least
$320 billion in 2025. Unfortunately, the sector’s future is much more uncertain and cloudier now
than it was when MGI made that prediction.

McKinsey in its “Building India — Transforming the nation’s Logistics Infrastructure”
proposed a comprehensive perspective and a modal strategy as the best way forward and laid out
the plans and elements of a potential National Integrated Logistics Policy. According to them
India needs to increase and realize the uses and potential of its railroads and waterways. As of
2021, railways cover only 17.5% of the per metric ton-km cost among different modes of logistics
in India, while roads cover a staggering 71% (3 times that of China), even though large chunk of
India’s freight traffic includes of bulk material and moves over long distances, that can be
economically better served by railways and waterways. Also, it is adverse for the environment, as
emissions from road transport (84 g of CO2 per ton-km) are far worse than those of rail (28 g) and
waterways (15 g). According to ‘Udaan,’ the security around rail is so low that it is not even a
guarantee your product will reach the destination. This is compared to almost 50% rail share in
logistics modes in both China and the USA. The report by McKinsey presented an approach, that

could increase India’s rail share to 46%. Because India failed to achieve this, the waste caused by
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poor logistics increased from $45 billion (4.3% of 2019’s GDP) to $140 billion (more than 5% of
2020-21's GDP).
Technical Content:

Indian logistics flows are highly concentrated, i.e., 3 components of India’s logistics

network account for over 2/3" of India’s total traffic freight. ‘Component 1’ is the 7 long
corridors, connecting 15 high-growth clusters that form the backbone of our country’s logistics
network as a matter of fact, freight routes through these corridors witness the highest traffic
volumes in the nation. These corridors are the Delhi-Mumbai, Delhi-Kolkata, Mumbai-Kolkata,
Delhi-Chennai, Mumbai-Chennai, Kolkata-Chennai, and Kandla-Kochi. These corridors (mostly
covering the Golden Quadrilateral of India) make up only 0.5% of India’s road network yet handle
40% of country’s total road freight traffic. ‘Component 2’ includes the 150 medium-distance
connectors, that link the corridors and carry 10% of freight in ton-km. These may include rail links,
state and national highways and major district roads. Close to 30% of freight volume passes
through these connectors at some point. 750 last mile links of up to 100 km constitute ‘Component
3’
Let us say, a fully loaded truck goes from Pune to Chennai, after reaching Chennai, because of a
lack of a proper network, it takes 1-3 days to get a load back for the truck while coming back to
Pune. So, it either leads to delays, under-utilization or in the worst-case scenario, these trucks end
up running empty. In fact, out of 30 billable days, most trucks in India run for only about 15-16
days and travel around only 300 km per day, the global average being 500-800 km per day. Also,
the empty running rate is as high as 40% and most of these truckers are far away from
digitalization. Our dependency on intermediaries is another huge problem. There are at least 2.5
intermediaries between the truck operator and the shipper while making a transaction. So, the
truckers lose 15-20% of their earnings to these agents before the final payment even comes
through.

On 17" September 2022, Indian Prime Minister Narendra Modi made the grand
announcement of the ‘National Logistics Policy’ (NLP) and the ‘Unified Logistics Interface’.
Just like UPI revolutionized the payment industry of India, this policy is expected to revolutionize
the entire logistics industry of India and more importantly, in this extremely competitive
international market, it is expected to evolve India into a fierce competitor, not just in Asia but all

across the globe. But as usual, while most media houses have copy pasted the Prime Minister’s



announcement of the NLP, very few of them have actually cared to explain how exactly it will
transform the logistics.

We need to understand NLP with a relatable example. Let us say we have 5 major cities —
Pune, Kochi, Bengaluru, Hyderabad, and Chennai. A 10-ton container truck goes from Pune to
Chennai, Pune to Kochi, Pune to Bengaluru and Pune to Hyderabad. So, to connect 5 cities, 10
trucks are needed. The problem here is when a truck goes from Pune to Chennai, it is not a
guarantee that it will have a load to carry back. Same is the case with other trucks. This is called
‘point-to-point model.” This is where a super-optimized model can be used, called the ‘Hub and
spoke model.”’ Instead of sending a truck from each city to every other city, one of these cities is
made as a hub to transfer the goods to all other cities. For example, in this case, let us say Bengaluru
becomes the hub. To ship products from Pune, instead of sending 4 different trucks to 4 different
cities, only 1 truck will leave from Pune, and it will carry all the goods to be sent to Kochi, Chennai,
Bengaluru, and Hyderabad. So, when it arrives in Bengaluru, it will drop off its load at Bengaluru
hub and get back to Pune. Similarly, another truck from Chennai will carry all the goods for the
rest 4 cities and will drop it off eventually to go back. Same is the case with all other trucks coming
from other cities. Once these trucks arrive at Bengaluru hub, here is where all the goods from Pune
truck will be redistributed to the respective truck going back to their respective city. This gives 3
huge advantages to the road transport of India — firstly, instead of 10 trucks, only 4 are needed now
to transport goods to 5 different cities from 5 different cities. Secondly, this system is so optimized
that the likelihood of the trucks being full is way more than the point-to-point model. Thirdly, if
the quantity of goods is more, then instead of a 10-ton truck, a 30-ton truck could be used, which

is more economic, resulting in the cost of transportation decreasing by a substantial extent.

Result:

All of these require a lot of coordination, digitization, and optimization. This is where we
have something called the ‘Integrated Digital System’ (IDS) for logistics services and the ‘Unified
Logistics Interface Platform’ (ULIP). Here is where we will be having all the stakeholders in a
single unified interface by which all the stakeholders can manage, track, and offer their services.
On top of that, we have 35 multimodal ‘logistics parks’ coming up in various parts of the country
and these are going to be mega hubs that will act as centers of freed aggregation, distribution, and

warehousing. These parks will also ease intermodal transportation, not just for roads but also for



railways and even inland waterways. The government is intending to build a platform, that will
eventually become like a ‘make my trip’ kind of app for logistics and even to some extent, like
‘ola’ for porters. This will automatically show businesses the most optimized route (including all
4 modes of transport) to deliver their products when you enter the to-and-from data.

Let us say a business wants to transport iron ore, then the platform will automatically tell
you that the most economical mode of transport for iron ore up to 400-500 km is a slurry pipeline.
Beyond 400 up to 1200 km, is rail and beyond 1200 km is coastal shipping. And wherever possible,
for 300-400 km, you can opt for inland waterways. The businesses will also get to see the number
and type of warehouse. If you are shipping perishable items like apples, you will need to book a
cold storage warehouse. If you are shipping chemicals, you will need a certain temperature control
storage, so on and so forth. Lastly, Indian logistics sector is made up of more than 20 government
agencies, 37 export promotion councils, 500 certifications and 10,000 commodities. In short, you
will get more time getting certifications than your products being shipped. Such is the misery. So,
under normal circumstances, while moving from one state to the other or from one mode of
transport to the other or from one warehouse to the other, you need a dozen permissions from
different ministries, that are not well connected. But under ULIP, it is expected that all the relevant
ministries will be tied together to make the process of permissions and certifications quite easy
and simple.

Undoubtedly, the vision of transforming India's logistics landscape through cutting-edge
policies and technology is a pursuit of greatness. As we delve into this transformative journey, we
must acknowledge that it is no easy feat. Challenges, like formidable mountains, loom before us,
demanding tenacity, and innovative solutions.

Firstly, among these hurdles is the ambitious goal of ensuring internet access for all
truckers and transport operators, irrespective of the remoteness of their location. While the promise
of a connected logistics ecosystem is enticing, the ground reality paints a different picture. With
truckers traversing across 6 lakh villages, concentrated efforts are imperative to bring them into
the fold of 4G internet connectivity, even during their journeys. We stand at a crucial juncture
where bridging the digital divide becomes a mission of paramount importance, empowering every
player in the logistics chain.

Secondly, comes the “Trust”- the bedrock of any successful system, appears as the second

pivotal factor demanding our attention. As we usher in the era of logistics evolution, it becomes



imperative for the government to instill confidence by guaranteeing a robust 20% emergency
service availability. Ensuring the safety and security of goods and people on the move forms the
very essence of this transformative policy.

Lastly, we find ourselves at the crossroads of customer-centricity, where seamless tracking
and support services are the cornerstones of success. Can customers trace their shipments across
all modes of transport? Can they reach out to the support team, even in the wee hours of the
morning when the world slumbers? Even at 3 am? As we answer these questions, we delve into
the heart of logistical excellence—where responsiveness, accessibility, and efficiency form the
pillars of an unparalleled customer experience.

This is what the NLP envisions to achieve in the next 10 years, by which we are expected
to fix a critical pillar of the Indian economy. The goal is to reduce the logistics cost from 13-14%
of GDP to less than 10%. Many of these processes are already executed by companies like
Amazon, Flipkart in the organized sector but that is less than 15% of the entire logistics industry
of India. The policies cover the remaining 85% unorganized sector. We are presented with an
extraordinary opportunity akin to the revolutionary success of UPI, yet we must tread cautiously
to avoid a potential disaster akin to IRCTC's infamous website woes. We have infrastructure
targets to achieve, before we build this logistics system in India, which includes 2 lakh km of
highways, 17000 km (about 10563.31 mi) of pipeline networks, 120 airports, 4G connectivity to
6 lakhs villages and a lot of ‘Centre-State coordination.’

The NLP-driven logistics landscape promises to reshape commerce, opening doors to new
avenues of trade and fostering an ecosystem of job creation and export acceleration. As we turn
the pages of history, we recognize that moments like these are etched in the annals of time, where
a nation's destiny is shaped, and aspirations are realized. As researchers, policymakers, and
stakeholders, we must remain vigilant, scrutinizing whether the government's commitment extends
beyond mere marketing gimmicks. The success of this transformative endeavor rests on the
shoulders of true dedication, ensuring that aspirations translate into tangible actions, propelling
India towards logistics eminence.

Conclusion:

In the grand tapestry of India's economic evolution, the logistics and supply chain sector emerge
as a critical thread, weaving together the aspirations of progress and prosperity. Throughout our
exploration of this transformative journey, we have confronted the harsh realities that have long



beleaguered Indian businesses. Nevertheless, the dawn of a new era beckons, and the path ahead
is illuminated by the resolute commitment of the Government of India to effectuate change. Our
research has unveiled a multifaceted strategy, a blueprint to unlock India's true potential as a
logistics hub par excellence. The amalgamation of infrastructure expansion, pioneering tax
reforms, forward-thinking policies, and innovative technological adaptations sets the stage for a
symphony of progress.

As this symphony reverberates across the nation, new job opportunities bloom, trade soars
to new heights, and exports dance with newfound vigor. Although the picture is constantly
evolving, there are things that we already know and things that we know ‘we don’t know.” In
conclusion, we can say the Government of India is committed to an integrated logistics sector
development, through infrastructure expansion, tax reforms, policy changes and technological
adaptations to convert India into a ‘global logistics hub’ in the world. It is a tale of ambition,
collaboration, and indomitable willpower—a story that we, as authors of this paper and as citizens

of this great nation, are humbled to be a part of.
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