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1. Assigning infrastructure status to the logistics industry is a good first move, but 

there are several other problems related to this sector that need to be addressed. 

Discuss. 

Answer : 

Logistics is the management of the flow of goods between the point of origin and the point of 

consumption in order to meet requirements of customers or corporations. It involves 

integration of information flow, materials handling, production, packaging, inventory, 

transportation, warehousing and security. 

The government recently granted infrastructure status to the logistics sector, which will help it 

in following ways: 

 Facilitating the credit flow into the sector with longer tenures and reasonable interest 

rates. 

 Simplifying the process of approval for construction of multimodal logistics (parks) 

facilities. 

 Encouraging market accountability through regulatory authority and attracting 

investments from debt, pension funds and international lenders (ECBs) into recognized 

projects. 

It will eventually bring down the cost of logistics boosting manufacturing and trade and 

further reducing its cost, thus creating a virtuous cycle. Nevertheless, the status alone 

cannot addressed other problems faced by Logistics Sector, which include: 

 Lack of proper regulatory oversight: It results in logistics as a highly fragmented 

and unorganized industry. 

 Lack of skilling: Logistics industry employs a large number of blue collar workers, 

but it lacks skill development infrastructure to train them. 

 Transportation sector challenges such as poor maintenance of equipment, 

overloading of the truck beyond capacity, poor road quality, high rail freight tariffs, 

multiple checkpoints, transportation cartels etc. 

 Poor storage and warehousing infrastructure: Most of the warehouses are small 

sized and owned by small entrepreneurs with limited investment capacity. 

 Issues of Port Sector: High turnaround times, inadequate depth at ports, inadequate 

port and land side infrastructure hampering large scale freight movements. 

 Rural market: Logistics industry is least developed to cater to rural areas which form 

a large chunk of Indian market. 

 Lack of inter-ministerial coordination: It hampers smooth multi modal transport in 

India. 

 High logistics cost: Logistics costs in India are one of the highest, at around 14 

percent of GDP, as compared to around 8% in developed countries. 

Suggestive measures: 

 Skilling: The workers involved in the logistics sectors should be trained with courses 

on skill upgradation. 

 Technology adoption: Promote the use of RFID, vehicle tracking technologies, 

warehouse management system, GIS mapping etc. 

 Coordination amongst government agencies in infrastructure planning: 

quintessential for multimodal transport. 

 Reforms in urban planning that must include enhancing logistics in urban areas. 
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Government is already implementing the Bharatmala (road network) and Sagarmala 

(Waterways network), DFCs (Dedicated Freight Corridors) and pan-India GST to improve 

logistic backbone. Similarly e-way bill will effectively dissolute state borders for inter-state 

movement of goods. Also, India has signed the Trade Facilitation Agreement of the WTO, 

which will also give impetus to smoother movement of goods. These reforms will make 

Indian companies more competitive in the international market leading to higher exports and 

FOREX earnings. Also, improved logistical infrastructure will help create jobs and increase 

GDP growth. 

 

 

PRACTICE QUESTIONS 

Answer the following Questions 

1. Enhancing private infrastructure spending and revival of stalled projects is critical to the 

success of Bharatmala Pariyojana. Discuss. Also enumerate measures taken by the 

government to revive stalled projects on National Highways. 

(150 words) 

2. Going forward, the allied sectors will play a critical role in increasing the resilience and 

improving economic returns in agriculture. Discuss. 

(150 words) 

 


