





Table 1: Please indicate if you agree with the below statements (in %)

Agree Disagree
% %

India’s manufacturing segment grows faster than the service segment 10 90 us
India was one of the first countries to recover from the recession 100 0 United Arab Emirates
India’s domestic consumption will grow faster than its exports 95 5) East Africa
India will outgrow China in container volumes in the next 10 years 20 80 Western Europe
The container demand growth of India is hampered by port capacity 100 0 South East Asia
The east coast of India is growing faster than the west coast 20 80 China
Doing business in India is much easier than in China 60 40 Intra-South Asia
12 large ports for India is not enough 85 15 Turkey
India will become the number one manufacturing powerhouse of the world 55 45 Russia
| expect the 10,000+ TEU vessels to start calling India in next 2 or 3 years 65 35 Source: Seabury

Weak Medium Strong  Very strong  No opinion
% % % % %
10 15 60 15 0
0 0 65 35 0
5] 15 60 20 0
0 20 55 25 0
0 0 25 75 0
0 5 15 80 0
0 10 60 25 5
10 45 30 5 10
10 25 45 10 10

India’s focus will remain on services and business process outsourcing 60 40

The main trade of India’s neighbouring countries is shifting from India to China 30 70 China, where multi-
From a logistics perspective India lags behind 80 20 natiorlals attracted
India’s growth is severely hindered by legal obstacles 60 40 by the nation’s highly
Source: Seabury competitive  labour

part in the study also thought this, ranking
China as the largest contributor to growth
of the Indian container trade in the future,
closely followed by South East Asia (see
table 2).

‘We believe the China/India trade will
continue to grow at the same speed as
we have seen in the past few years,’ said
Slangen, ‘and that means annualised
double-digit performances.’

He added: ‘The share of raw materials
shipped from China to India is relatively
small (20% of total exports versus 34% to
other countries) which confirms our belief
that India largely uses its own raw mate-
rials for manufacturing.’

The bigger picture of the domestic
market is in sharp contrast to that in

market and factory
development costs have geared up their
production capacities to serve their global
clients. Hence China’s description as the
manufacturing engine of the world.

India is also different to China with
respect to Governmental decision-making:
‘In China, the Government decides whether
raw materials are imported or not and this
irrespective of their availability within the
country. Such centralised decision-making
is less evident in India,’” said Slangen

The consultant does not see India taking
over China’s mantle of dominating the
container trades - currently, China is esti-
mated to account for between 25% and 35%
of global volumes but he does see the China/
India corridor becoming more significant.

‘If you ask me the question; will India be
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the next China? I would say no, if consid-
ering the manufacturing powerhouse to the
rest of the world. It will be a manufacturing
powerhouse, but predominantly for India
itself with an additional strong export focus
towards other fast-growing or emerging
markets.’

Slangen also noted the importance of
the Chinese Government when it came to
infrastructure, with its central planning
system expediting projects and allowing for
co-ordinated national transport networks
being put in place.

‘India has not been able to do this due to
a number of reasons, including land owner-
ship disputes,” he said. ‘For this reason
improving the country’s infrastructure
remains one of its main challenges.’

Worryingly too, and despite the
huge national and private investment
programmes, respondents to the survey did
not expect massive progress on this front
in the future.

Slangen said: ‘According to the respon-
dents there was a shared disbelief that
India’s infrastructure would improve dras-
tically, even though several large Indian
multinationals were investing in infrastruc-
ture development programmes.

One of the respondents replied: ‘India
reminds me of a game of junior school foot-
ball. All players chase the ball, moving all
over the field, getting muddy in the process
and eventually the ball ends in the goal.

‘India has not been as efficient as some
other countries when it comes to planning
and executing infrastructure development
and it's been more a case of the infra-
structure following the growth in demand
instead of infrastructure facilitating the
growth.’

India’s poor highway and rail systems
mean that not only is it more expensive to
move goods but there is a much greater risk
of delays, damage, theft, etc taking place.
This puts companies (buyers) off as it
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Table 3: Please indicate how you value the following container shipping related issues

CoOVER

companies and domestic enterprises, with
the latter contributing highly-skilled labour

Very Bad  Notgood  Good Very - No opinion and research competencies, for instance.
bad % %  orbad % %  good % % g . .
This has resulted in less of an emphasis
1 Service (schedule) reliability 0 5) 15 40 40 0 on the export of general manufactured
2 Opportunities for growth 0 0 0 1o 8 0 goods and consumer type products and a
3 Capacity situation (space on vessels) 0 0 10 65 20 5 greater focus on value-added processed and
4 Container equipment availability 0 0 10 19 67 5 capital goods,’ said Slangen.
5 Competition (very good = high competition) 0 0 10 25 65 0 Figure 1 highlightS the trend, with
6 Transhipment possibilities 0 5 30 60 5 0 consumer goods and textiles posting
7 Port congestion (very good = no congestion) 5] 16 42 37 0 0 growth in the 5% to 8% range over the
8 Inland connectivity 0 33 38 14 14 0 past 10 years and agricultural/foodstuffs,
9  Freight rate volatility (very good = high volatility) 0 10 40 0 40 10 reefer, pharmaceuticals and Capital equip-
10 Speed of customs checks 0 30 40 30 0 0 ment/ machinery posting growth rates in
11 Terminal handling speed 0 5 15 60 20 0 the 9.5% to 11% range.
12 Piracy threats (very good = no threat) 0 0 38 14 33 14 Another factor regarded as holding back
13 Government bureaucracy 10 14 76 0 0 0 liner shipping and trade development in the
Source: Seabury country is Government bureaucracy. No

means the supply chain is more vulnerable
and one where inventory and buffer stock
have to be maintained at much higher
levels.

Not surprisingly, several respondents
to the survey called for the authorities and
private enterprise to come up with solu-
tions and integrated networks.

With logistics costs in India amounting
to about 8% of a typical product’s total
costs compared to only 3% to 4% in a
country such as Singapore, Slangen agreed
that better connectivity was needed
if India’s overall competitiveness
in international markets was to be
enhanced.

The lack of water depth in several
ports was also highlighted by the
survey, with several executives
contacted calling for access chan-
nels and berths capable of servicing
10,000TEU plus ships which they
expected to be calling in Indian ports
in the next few years.

In addition, complaints were
levied at the intensity of the port
network in India, with Slangen refer-

many other concerns, particularly when it
came to the country’s competitive position
with China.

‘As all of us know, labour costs are, by
and large, still cheaper in China and this
aids its exports,” said Slangen. ‘Chinese
exports, to a great extent, are supported
by foreign multinationals that have set up
their plants to support their global sales
strategies.

‘In India the situation is different. There
is greater co-operation between foreign

riguwre 2: Indian trade growth
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respondents ranked Government processes
as good, with 76% scoring them as being
indifferent (neither good nor bad).

However, the other 24% believed state
systems were either bad or very bad and
it was the most highly rated concern after
inland connectivity - already referred too
- and the speed of customs checks (30%).
Indeed, it was on a par with port congestion
which has always been a problem in India
(see table 3).

Despite onerous regulation, Slangen
noted that a large number of the survey’s
participants cited legal obstacles as a
hindrance in India’s liner trades.

Scrutinising their replies, he said
a regular theme running through
their answers was their reference to
a ‘fragmented regime with no central
authority taking control nor coming up
with decisive ideas that could be acted
upon quickly and in the best interest of
the country’.

Nevertheless, the Indian Govern-
ment has made it much easier to invest
in the country and although barriers
still exist and the infrastructure is inad-
equate in many cases, the economic

ring to respondents who said that
there were not enough ports to help
facilitate the country’s future growth

rigure 3: POrts to coastline ratio
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will continue.
‘The future for India looks very

When dividing total coastline by the number

in trade (see figure 3).

The maritime adviser explained:
‘When the length of the total coast-
line in India is divided by the number
of large ports then there is one port
per every 583km, which compares
with one port per 467km in China,
one every 441km in Brazil and one
every 437km in the US. This is a
very low score.’

Seabury’s study of the Indian
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promising. There are many plans to
improve infrastructure in the domestic
market. There are also large natural
resources, a strong ingredient for
growth. All ingredients for strong
growth in the upcoming years. India
will continue to exceed global trade
growth, most likely at the same speed
of the past five years. From a infra-
structural/legislative perspective the
upcoming years will be the true test for

liner shipping market also revealed

India,” Slangen concluded. (T ]
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