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Executi ve summary

Background

The state of Kerala has a coastline of 590 kms and has 17 inter-mediate and non-major ports besides
Cochin port. To reduce the burden on the inland transportation and to benefit from the cost efficiency,
there is a growing emphasis on using coastal shipping as a mode of transportation for moving
domestic cargo as well as passengers across the states. Government of Kerala (GoK) intends to
provide the necessary boost to coastal shipping with an aim to ease burden on inland transportation,
particularly roads transportation and reduce the overall logistics cost. Accordingly, Directorate of
Ports, Government of Kerala mandated Deloitte Touche Tohmatsu India Private Limited (Deloitte) to
prepare an implementable strategy road map cum action plan for development of coastal shipping in
Kerala.

Coastal commodities movement in Kerala

Coastal movement of cargo by sea in the country has grown at a CAGR of 3.3% during the period of
2001-10, while that overseas cargo movement has registered a CAGR of nearly 12% during the same
period. In Kerala, the overseas movement of cargo has grown at a CAGR of 4.5% during the period of
2001-10, while coastal movement has grown at CAGR of 1.25% during the same period. Cochin port
accounts for more than 99% of cargo traffic at ports in Kerala. In 2009-10, Cochin port handled
around 17.42 million tonnes of cargo, with the coastal cargo accounting for 37% of the traffic. Some of
the major coastal commodities handled at the ports of Kerala include POL, construction materials,
cement, consumer goods, foods & spices. Presently the coastal cargo is being routed to Cochin port
from where it is dispatched to its final destination in the state by road. By developing the other non-
major ports in Kerala as coastal gateways, the coastal cargo can be offloaded at the nearest non-
major port of the intended destination thereby reducing its logistics cost.

Potential coastal cargo movement

For developing suitable non-major port locations for catering to coastal movement, it is important to
arrive at the potential cargo traffic that the port would cater to. The same can be assessed by
analysing the future growth of the existing coastal commodities and the likely inter-modal shift of
commodities from other modes to coastal movement.

To assess the inter-modal shift of cargo from other inland modes, a detailed traffic analysis was

undertaken. Most of the goods transportation in Kerala takes place by road. Accordingly, diversion of

cargo from road transportation to coastal mode has been analysed based on the total logistics cost of

cargo movement from origin to destination and the time taken in transportation of cargo. With regards

to the cargo carried by ralil, it is noted that cargo is amenable for coastal movement. However the

diversion from railways to coastal shipping has not been considered, since it was observed that a

major chunk of rail freight traffic was handled for public sector undertakings which preferred rail for

consideration of safety and reliability of transportation. Factors for consideration of the non-major

ports location for catering to coastal cargo was based on the following 1

1 the location being a commercial activity center,

1 inputs obtained during the interactions from stakeholders,

1 cost economics of coastal movement,

91 urban centre draw i able to attract number of people from surrounding towns who come for work
daily

1 coverage of entire state of Kerala with optimal number of ports

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd. Page 6 of 150
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Accordingly the port locations of Azzhikal, Beypore, Kollam were selected to cater to the regions of
Upper North Kerala, Central North Kerala and South Kerala respectively, apart from Cochin port to
cater to the Central Kerala region. However, in the long run it would be in the interest of the State
Government to develop a port, dedicated for coastal operations, in close vicinity of Cochin port. This
port can also handle feeder operations for EXIM cargo at Cochin port. As the State Government
already has plans for development of Alappuzha port, the same can be developed for coastal cargo.

Based on the traffic analysis elaborated in chapter 4, the following coastal traffic is envisaged to be

distributed amongst the non-major ports of Azzhikal, Beypore and Kollam

In Million tonnes

2010- 2011- 2012- 2013- 2014- 2015- 2016-
11 12 13 14 15 16 17
Divertible - - - 4.48 4.79 5.12 5.48 5.87 6.28 6.72
Existing 0.14 0.15 0.16 0.17 0.18 0.19 0.20 0.22 0.23 0.25
Total 0.14 0.15 0.16 4.64 4.97 5.32 5.69 6.09 6.51 6.97

Passenger movement

Coastal shipping can provide an alternative mode of transportation for following three categories of

passenger movement:

I. Long distance (rail) passengers travelling to / from Kerala
(road)

1. Short
[Il. Tourist (cruise) traffic to Kerala

di stance

traffic b

et ween different

Using the coastal shipping for passenger transportation is a relatively expensive affair as compared to
road and rail transportation. Further, people in India are not accustomed to water transportation,
which further aggravates the situation. Therefore, the chances of passenger transportation by coastal
shipping remain diminutive, particularly for long distance travel. Nevertheless, owing to potential time-
savings in transportation by coastal shipping over road in Kerala, a fraction of short distance
passengers travelling between coastal cities in Kerala is likely to shift to coastal ferries. Estimated
number of passengers to opt for coastal shipping between select city pairs has been furnished in table

below.

Short distance travel i Number of passengers shifting to coastal shipping

Origin-Destination pair

Likely passengers (per week)

Ernakulam - Kannur 2065
Kollam - Kannur 728
Thiruvananthapuram - Kannur 728
Ernakulam - Kozhikode 2065
Kollam - Kozhikode 2184
Thiruvananthapuram - Kozhikode 728
Kollam - Ernakulam 496
Thiruvananthapuram - Ernakulam 826
Total 9820

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd.
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Economics of coastal movement

Coastal shipping has many advantages, such as better fuel efficiency, lower unit transportation cost,
eco-friendly, free of congestion, etc. over competing modes of transportation such as road and rail.
Given the cost-efficiency offered by coastal shipping and with the advent of River Sea vessels, the
cost of transportation by coastal shipping, including charges for additional handling, would still be
lower than the cost of transportation by road. This is evident from the transportation costs analysis in
chapterdt i t 1l ed &6Tr af f i c-D Eosts of tramspottation Wmhttee inkarid modés (road and
rail) and by coastal shipping were compared.

Distance in km Road Rail Coastal
From To (Rs. Per MT per Km)

1,800 More 1.7 1.27 0.67
1,200 1,800 1.9 1.27 0.75
1,000 1,200 21 1.36 0.82
800 1,000 2.2 1.47 0.86
400 800 23 1.55 0.90
250 400 25 1.70 0.98
150 250 2.7 1.97 1.06
100 150 3 2.24 1.18
50 100 35 281 1.37
20 50 35 4.49 1.37
0 20 35 12.37 1.37

Source: Deloitte analysis

Detailed analysis reveals that the difference in unit transportation cost would result in savings of

Rs. 400-1400 per ton for movement by coastal shipping instead of road (considering cost of additional
handling and need for inland movement by coastal shipping).

Owing to these advantages, there is possibility of cargo diversion from other modes to coastal
shipping. However, this diversion is dependent on development of proper infrastructure along with
regular and reliable shipping services at the ports.

Conclusions

Coastal shipping has not witnessed significant growth as compared to total seaborne trade in India.
However, in coming year, coastal shipping is poised for fast growth. Specifically in Kerala, where
roads are narrow and the land is densely populated, coastal shipping would prove to be a big respite.
The government should, therefore, actively encourage and promote the use of coastal shipping. The
critical needs in this regard are development of port related infrastructure and investments in ancillary
facilities in the state. Additionally, proper incentive framework, vessel building subsidy for river-sea
vessels and creation of awareness among the stakeholders would contribute to accelerated progress
of coastal shipping in the state. The report concludes with a strategy road map and action plan
(chapter 10) for fast paced growth of coastal shipping in the State of Kerala. The recommended action
items are enlisted below:

High priority action items

1 Arrange for automated containers handling equipments like forklift, cranes, stackers, weigh
bridges at Azhikkal, Beypore, Kollam

1 Construction of sheds / slots, godown, fuel and water supply, compound wall for containers /
cargo at Azhikkal, Beypore, Kollam

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd. Page 8 of 150
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Strengthening of existing berth at Kollam
Removal of shallow patches at Azhikkal
Dredging at Beypore for 4 m. draft

Construction of approach roads capable of handling container lorries at Azhikkal, Beypore, Kollam

Development of container terminals at Azhikkal

Strengthening of existing two berths and development of coastal passenger berth at Beypore
Rationalize scale of rates for charges at non-major ports in the state duly provided with incentives

Computerization of operational processes

Medium priority action items

ERE_EE_NE_RE_BEE B B B I |

Development of passenger berth at Azhikkal

Development of coastal passenger berth at Beypore

Appoint dedicated professionals for promotion of coastal shipping in the State
Identification and selection of logistics service providers for each of the port
Arrangement for financing of river i sea vessels at concessional rates
Elimination of customs intervention for coastal shipping operations

Formulate a vessel building subsidy scheme for river-sea vessels

Develop incentive framework for coastal movement of goods

Increase awareness about coastal shipping through seminars / workshops / advertisement

Formulation of state level coastal shipping policy

Lobbying for national level coastal shipping policy

Control on labour strikes in the State

Abatement of service tax for coastal shipping

Promotion of specialized courses in coastal shipping training

Low priority action items

=A =4 =4 -4 -4 -4 -8 - -4

Exemption of income tax on crew manning coastal vessels

Cargo support for government shipments

Lobbying for grant of infrastructure industry benefits to coastal shipping

Reduce the VAT on bunker from 12.5% to 0.5% for coastal vessels
Development of coastal passenger berth at Kollam

Dredging at Alappuzha for 4 m. draft

Development of container cum passenger terminal at Alappuzha

Deepening of berths to 10 m at Azhikkal, Beypore, Kollam

Promotion of setting up ship repair unit at Kodungalloor / Munambam or Ponnani

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd.
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1 I ntroducti on

This chapter encapsulates the background information about the client, project and underlines the
purpose, scope and structure of this project report.

1.1 About the report

Deloitte Touche Tohmatsu India Private Limited (DTTIPL) was mandated by the Directorate of Ports,

Government of Kerala (DoP), for providing consultancy servicesforii Pr epar ati on of strateg
cum action plan for coastal shi ppFinalgRegormforkhegaidl ao. Thi s
assignment. The report analyses the scenario for coastal shipping in India and Kerala, along with

addressing the issues hindering the development of coastal shipping.

1.2 Project genesis

The seaborne trade in India has been growing steadily. Given the fast pace of economic growth,

expected to continue in coming years, the demand will increase manifolds. Approximately 95% of the

count ry &ae by Yoluve and 70% in terms of value is moved by sea. However, the maritime

trade has been largely controlled by few ports, and has Ied to capacity saturation at these ports. The

increased traffic volume has resulted in congestion | ™= KERALA

and capacity constraints on road and rail A Districts

transportation as well. To reduce the burden on

the inland transportation and to benefit from the L :

cost efficiency, there is a growing emphasis on \-;{ m;?«“

using coastal shipping as a mode of transportation 2 " KARNATA

for moving domestic cargo as well as passengers Azzhike®- & ;vmum
Thalasse}y(

\ (YA
\Kasarapod '

1 2
\KASARAGOD

across the states. om,«m ,gm 0

‘J’A f

The Government of India has also identified '3‘:"4‘-‘;";;;5”%‘%;’
coastal shipping as a focus area. To further Beyporq" =
develop the coastal shipping in a planned manner, A T e,
the government is working on formulating a policy. ," - e
S e
. _ N . . Ponnaniy e
Kerala is one of the nine maritime states in India \ THRISSUR -_ﬂ 4 N
and Azhikkal port (a non-major port in Kerala) had ——
been included as one of the non-major / minor ARA T AN 'Yh\“""““w\ .
ports by Government of India (Gol) under National 85 Muna. g s
Maritime Development Programme (NMDP) ‘ ,q. T»y\ - :
. . . . KOTTAYAM ™ 1
primarily for coastal shipping. The state of Kerala . ‘:
has a coastline of 590 kms. dotted with 17 inter- AIapputh e 5
mediate and minor ports besides Kochi. A map e~ “*"“\*"'“'V 2
. . . . ALA(Nuz»u [ N——, )
showing key locations of the non-major ports in e
Kerala is shown in Figure 1-1. ,}L oA
Neendakaﬁu s,
. L . Thankassefx 4
Major EXIM cargo commodities in Kerala include RUVANANTHEEURAY

tea, cashew kernels, sea food, coir products, S G Doy m"‘,‘;’,‘"‘,“’”“"‘
spices, coffee, fertilizers, food grains, newsprint, S S Y \Vizhinahafh

cashew nuts etc. A major chunk of cargo is F|gure 1-1: Key minor ports locations in Kerala

. . | Copynt & Z00F COMPare Infobase 4,
handled at Cochin port. While most of the cargo
commodity movement from northern states to Kerala are transported mainly through roads / railways,
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the logistics cost incurred presently (especially by using roads) is on the higher side due to the
limitation in return cargo from Kerala resulting in the vehicle returning empty. Hence there is a need to
explore coastal routes to facilitate reduction in logistics cost and increase cost competitiveness.

Of late, there have been efforts to transport some of commaodities such as cement, tiles, etc. using
coastal shipping. The volume of traffic through coastal shipping is expected to increase in future
owing to reduced logistics cost for shippers and traders. Presently the coastal cargo is being routed to
Cochin port, from where it is dispatched to its final destination in the state by road. By developing the
other minor ports in Kerala as coastal gateways, the coastal cargo can be offloaded at the nearest
port of the intended destination, thereby reducing its logistics cost. As non-major ports have a
limitation in catering to EXIM cargo due to various inherent conditions including lack of draft to cater to
foreign going vessels, such limitation would not be the case for coastal shipping. Therefore, it
becomes a win-win situation for both the ports authorities and the users of coastal shipping.

Apart from cargo, a significant number of passengers also travel to other port locations such as
Lakshadweep by water transportation. Number of such passengers is only expected to increase in
coming years.

Considering these aspects, the Government of Kerala (GoK) intends to provide the necessary boost
to coastal shipping with an aim to ease burden on inland transportation, particularly roads
transportation and reduce the overall logistics cost.

In addition, there is also a need to develop necessary infrastructure facilities and linkages to the state
ports to support and promote the coastal shipping in the state. To achieve this, the Government of
Kerala has designated the Directorate of Ports (DoP) with the responsibility of developing an
implementable strategic road map to for development of coastal shipping in the state.

1.3 Objectives of the assignment

The key objective of the assignment was to prepare an implementable strategy road map cum action
plan for development of coastal shipping in Kerala. The underlying goals included:

1 To understand and review the scenario of coastal shipping in India and in Kerala
1 To analyse the opportunities landscape for coastal shipping in Kerala

1 To develop a strategic road map cum action plan for development of coastal shipping in
Kerala

To achieve these objectives, the following key tasks have been performed during the course of the
assignment.

1 To understand and review the coastal shipping scenario in India and Kerala
1 To study and analyse the current cargo and passenger traffic movement in the hinterland

1 To assess the possibility and quantum of modal shift to coastal shipping for the cargo and
passenger traffic (on selected routes)

1 To identify possibilities of integrating coastal shipping with Inland Waterways Transportation
(IWT)

1 To estimate future traffic potential (Cargo and Passengers) for coastal movement in Kerala for
next ten years

1 To identify and assess suitability of non-major ports in the State for coastal shipping

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd. Page 11 of 150



Directorate of Ports, Government of Kerala Final Report
fiPreparation of strategy road map cum action plan for
development of coastal shipping in Keralao

1 To develop a strategy road i map and action plan for development of coastal shipping in
Kerala

1.4 Project scope
The scope of work for the assignment was divided into 3 parts as explained below:

Part |: As-Is Scenario of Coastal shipping in India and in Kerala

This included developing a deeper understanding on coastal shipping in India and Kerala and covered
following aspects:

1 Regulatory framework for coastal shipping in India

Review of coastal traffic (cargo and passengers) during past few years in India and Kerala
Profile of coastal fleet in India

Advantages of coastal shipping

Issues concerning coastal shipping

Infrastructure supply for coastal shipping in Kerala

=A =4 4 4 -4 4

Profiling the current and potential cargo and passengers movement in Kerala having
relevance for coastal shipping

1 Analysis of current trends in the coastal shipping

Part II: Opportunity analysis in coastal shipping
This part included review and analysis of opportunities landscape for coastal shipping in Kerala and
covered following aspects:

1 Identifying cargo (and passenger) traffic that can be diverted / attracted to coastal shipping

from other modes of transport such as road / rail and steps needed to achieve such a
diversion

1 Examine the demand side and supply side for coastal shipments along the coastline that can
be routed through the ports in Kerala

1 Identifying the nature and volume of cargo with their origins and destinations including
availability of return cargo

1 Identifying the major O-D pairs (of relevance to coastal shipping in Kerala) for passenger
transportation and assessing the passenger traffic volumes for coastal shipping

I Study the availability of coastal routes and explore the possibility of developing new ones to
meet existing and potential demand

1 Estimating future traffic potential for coastal movement in Kerala next ten years

Part Ill: Develop strategy road map cum action plan

This part included developing a strategy road map cum action plan for development of coastal
shipping in Kerala. The strategy road map cum action plan covered following:

1 Operational aspects
1 Identifying non-major ports in Kerala (either existing or yet to be established) for coastal
shipping
1 Review of business environment

1 Analysis of non-major ports, including existing infrastructure and road / rail connectivity,
hinterland linkages for purpose of coastal shipping

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd. Page 12 of 150
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1 Examining the possibility of establishing an integrated transport system between coastal
shipping and Inland Water Transport

1 Financial aspects

1 Provide broad cost estimates

1 Identify the sources for funding

1 Strategy road map cum action plan

1 Recommendations on type and development of coastal shipping infrastructure that is

required

1 Policy initiatives that the Government needs to take to encourage coastal shipping

1 Tax and other financial incentives that the Government can provide to coastal shipping

stakeholders

The part 11l concluded with an action plan on the strategy roadmap cum action plan that the
Directorate of Ports, Government of Kerala needs to adopt in order to develop non-major ports in
Kerala suitably for coastal shipping.

1.5 Structure of report

In the course of preparing this report, DTTIPL has ensured that specific requirements as outlined in
the scope have been addressed appropriately. The report is organized under separate chapters as
mentioned in Table 1-1.

#

Table 1-1: Chapters of the report

Chapter Title

Topics Covered

1 Introduction Project background, rationale, & report structure
2 Cargo traffic Analyses coastal cargo traffic in India and Kerala
3 Commodity profile Discusses the various commaodities being moved in and out of Kerala
while underlining the preferred mode of transportation
4 Traffic forecast Identifies the traffic that can be diverted to coastal shipping by advent of
proper measures
5 Passenger traffic Identifies possible options for passenger transportation by coastal
shipping and commercial viability of such options
6 Infrastructure Profiles availability and requirement of infrastructure at identified port
locations
7 Coastal fleet Provides an overview of coastal fleet in India
8 IWT and its Explores the possibility of integration of inland waterways with coastal
integration shipping in Kerala
9 Economics of Covers advantages of coastal movements, underscores the need for
coastal movements  coastal shipping in Kerala and suggests why coastal shipping is poised
for growth.
10  Strategy road-map  Analyses the issues plaguing the development of coastal shipping and

cum action plan

suggests strategic roadmap cum action plan needed to be adopted by
the Government of Kerala
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1.6 Caveats

1.6.1 Data, information and projections

DTTIPL has, for the purposes of providing the Service, used information and data furnished by other
sources if DTTIPL in good faith believed such information and data to be reliable. However, DTTIPL
shall not be responsible for, and DTTIPL shall provide no assurance regarding, the accuracy and/or
comprehensiveness of any such information or data.

DTTIPL does not accept any responsibility or liability for the projections or any losses that may be
incurred by the client or any party as a result of reliance on the projections. We do not provide any
assurance about the achievability of the projections.

1.6.2 Reports and communication are for the sole use of the client

All communications, reports and information provided by the DTTIPL to the client, its employees or

agents, whether in writing or oral is provided solely for the use of the Client in connection with the

services specified herein, and shall not be used for any other purpose or referred to in any document

or made available to any other person. This report and the information are absolutely confidential and

any reproduction, copying or otherwise, quoting of the report or any part thereof can be done only with

prior permission in writing of the DTTIPL. The report is intended only for the sole use and information

of Client, for the purpose set out earlier in this agreement. No other party is entitled to rely on the

DTTI PL®6 reports or adviwreDTTIBLrdisctaimyg anpraspgnsibgiteto anh at s o e
third party for any decision taken based on this report.

1.6.3 Decision by the Client

The Client understands and agrees that written advice and final reports shall take precedence over
any advice and interim report. DTTIPL will not be responsible for updating any opinions, advice or
reports subsequent to the issue of the final version.

The Client understands and agrees that the Services hereunder includes advice and
recommendations, but all decisions in connection with the implementation of such advice and
recommendations shall be the responsibility of, and made by, the Client. The Client shall be solely
responsible for, among other things, making all management decisions and performing all
management functions.
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2 Car go af fic

This chapter provides details on the present scenario for cargo movements by shipping in India and
Kerala. A detailed secondary research was conducted for collection of data from authentic and
reliable sources. The data on cargo movements and its growth in India and Kerala were analysed to
understand the trends in shipping sector. The findings are organized as per below mentioned
sections:

i. Cargo traffic in India

ii. Coastal cargo distribution
iii. Cargo traffic in Kerala
iv. Cargo distribution in Kerala

2.1 Cargo traffic in India

2.1.1 Cargo traffic at major and non-major ports

Cargo traffic at ports in India reached 844.90 million tons in year 2009-10. Figure 2-1 shows the traffic
pattern at major and non-major ports in India for the past decade.

Figure 2-1: Cargo traffic at Indian ports
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The total cargo traffic handled at the Indian ports over the ten years period from 2000-01 to 2009-10
has more than doubled. The cargo traffic CAGR during the period from 2000-01 to 2009-10 has been
furnished in Table 2-1.

Table 2-1: Cargo traffic CAGR

Category CAGR (2001-10)
Major Ports 7.98%
Non Major Ports 13.99%
Total 9.66%

Source: Deloitte analysis

Major ports in India have enjoyed a dominant position in terms of handling cargo traffic for many
years, handling more than 90% of total cargo until year 1994. However, due to capacity constraints
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and congestion issues being faced at many of the major ports, the cargo traffic has withessed
significantly higher growth at non major ports. Another contributing factor to this growth is the efforts
of maritime state government agencies to promote non-major ports in their states by adopting PPP
model for development of non-major ports. Most of the ports with private sector participation viz.
Mundra, Pipavav, Gangavaram, Krishnapatnam, Karaikkal, etc. are equipped with superior
infrastructure and modern handling facilities, and hence have been growing fast. As a result, the
share of hon-major ports in cargo traffic has grown to more than 33% in year 2009-10 from 23% in the
year 2000-01. The state of Gujarat in particular has been most dynamic and pro-active in attracting
private sector participation for ports development. This is reflected with the state having more than
70% share of traffic at the non-major ports of the country.

2.1.2 Coastal and overseas cargo

The coastal and overseas cargo traffic is estimated to be 152.5 million tons and 692.4 million tons
respectively in year 2009-10. Figure 2-2 shows the growth of coastal and overseas cargo at Indian
ports.

Figure 2-2: Coastal and overseas cargo traffic
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in million tons

It should be noted that the coastal cargo figure quoted above includes cargo which is loaded as well
as unloaded. Therefore, the originating (loaded) coastal cargo traffic should be half of the total, i.e.
76.25 million tons.

While the overseas cargo has registered a CAGR of nearly 12%, the coastal cargo has grown at
CAGR of merely 3.3% during the period 2000-01 to 2009-10. Over the years, the share of overseas

cargo has increased to 82% in 2009-10 from 69% in 2000-01 whereas the share of coastal cargo has
decreased in total cargo traffic.

Figure 2-3 shows the composition of coastal and overseas cargo traffic in India.
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Figure 2-3: Share of coastal and overseas cargo
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2.2 Coastal cargo distribution

2.2.1 Port-type wise

Figure 2-4 shows the coastal cargo growth at major and non-major ports in India. The cargo at major
ports shows a CAGR of 2.33% whereas at non-major ports it has a CAGR of 6.15%. This trend of
higher growth of coastal cargo at non-major ports is likely to continue for the following reasons:

i. Major ports are already facing capacity constraints and hence catering to coastal cargo

becomes bit more difficult

. Non-major ports offer more incentives and competitive tariffs to attract cargo traffic,

especially coastal cargo

Figure 2-4: Coastal cargo traffic at major and non-major ports

120 Coastal cargo traffic at major and non major ports

100 -
80 -

60 - )
Non Major Ports

in millin tons

40 - ® Major Ports

20 ~

Source: Ministry of Shipping / Indian Ports Association

© 2011 Deloitte Touche Tohmatsu India Pvt. Ltd.

Page 17 of 150



Directorate of Ports, Government of Kerala Final Report

fiPreparation of strategy road map cum action plan for
development of coastal shipping in Keralao

2.2.2 Commodity wise distribution

Commodity wise distribution of coastal cargo at major ports in India in year 2005-06 and 2009-10 is
represented separately in Figure 2-5 and Figure 2-6. The POL group (liquid bulk) has the highest
share followed by thermal coal (dry bulk) in coastal cargo. Other major commodities include cement /
clinker, iron ore, iron pellets in dry bulk and containerised general cargo.

Figure 2-5: Major commodities group in coastal cargo at major ports 2005-06
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Figure 2-6: Major commodities group in coastal cargo at major ports 2009-10
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Major commodities group in coastal cargo at major ports (2009-10)
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It can be seen from the above two charts, that the coastal cargo pattern being handled at the Indian
ports is undergoing a change. The share of bulk cargo (liquid, dry and break) commodities such as
POL, Coal, Iron and Cement has come down from 94% in 2005-06 to 87% in 2009-10. On the other
handthes har e o f%, Whdh ihclides container traffic, has seen dramatic increase from 6% to
13. This is on account of increasing containerization of goods, due to buyers / manufacturers
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preferring smaller but optimum quantities to reduce the inventory carrying cost of their raw materials,
a trend which is expected to continue in future.

2.2.3 State wise distribution
State wise distribution of coastal cargo in represented in Figure 2-7.

Figure 2-7: State wise coastal cargo break-up (2009-10)
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The states of Gujarat and Maharashtra on the west coast together account for almost half of the
coastal cargo traffic in the country. Further, the four states namely, Gujarat, Maharashtra, Andhra
Pradesh and Tamil Nadu, clubbed together have more than 75% share of coastal cargo. Significant
chunk of the coastal cargo handled in the states of Tamil Nadu, Andhra Pradesh and West Bengal
comprise of bulk cargo. The state of Kerala ranks second last with a 4% share in coastal cargo traffic.
The CAGR for coastal cargo has been depicted in Figure 2-8.

Figure 2-8: State wise coastal cargo CAGR
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The states of Gujarat and Maharashtra leads in growth of coastal cargo traffic at ports. However,
there has been a decline in cargo traffic in the states of Tamil Nadu, West Bengal and Goa.

The states of Gujarat and Maharashtra have been forerunners in creation of infrastructure and
creating conducive environment for business and attracting investments. It can be deduced that the
maritime states with developed infrastructure and environment conducive to business, are likely to
have larger share in cargo traffic with high pace of growth. These states are also bestowed with a
thriving industrial hinterland and with the implementation of the Delhi-Mumbai Industrial corridor by the
next decade; the maritime environment in the two states will remain bullish.

2.3 Cargo traffic in Kerala

2.3.1 Cargo volume in Kerala

In addition to the state controlled ports, Cochin port, which is a major port, is also located in Kerala.
Cargo traffic at Cochin and all the ports in Kerala is shown in Figure 2-9. It can be noted that the
Cochin port continues to account for more than 99% of cargo traffic at ports in Kerala and non-major
ports handle negligible cargo traffic in the state. The overall cargo traffic in the state has registered a
CAGR of 3.18% during the period 2000-01 to 2009-10.

Figure 2-9: Cargo traffic at Kerala ports
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Traffic at the non-major ports in Kerala stood at 115,000 tons in year 2009-10. The growth of traffic
over the years is shown in Figure 2-10. The state has withessed ups and down in the cargo traffic
over the years. The cargo traffic at non-major ports in Kerala has registered a CAGR of merely 2.27%
during the period 2000-01 to 2009-10. As compared to the country, Kerala has lagged behind in
development of state controlled ports, which have registered a CAGR of 13.99% during the same
period.
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2.4 Cargo distribution in Kerala

2.4.1 Coastal and overseas cargo traffic in Kerala

Figure 2-11 shows the growth of coastal and overseas cargo traffic at the ports in Kerala. The share

of coastal cargo at ports in Kerala has come down to around 3
2000-01.

Figure 2-11: Coastal and overseas cargo at Kerala ports
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Coastal cargo accounts for around 37% of cargo traffic at Cochin port and more than 80% at non
major ports in Kerala, which mainly handle the coastal cargo traffic. Coastal cargo traffic in Kerala has

registered a CAGR of 1.25% during the period 2000-01 to 200
cargo is 4.5%. Figure 2-12 shows the cargo traffic at non majo

9-10, whereas the same for overseas
r ports in Kerala.
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Figure 2-12: Cargo traffic at non major ports in Kerala
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Non-major ports in Kerala continue to handle mainly the coastal cargo. The coastal cargo at non
major ports in Kerala has registered a CAGR of 2.76% during the period 2000-01 to 2009-10.
Similarly the coastal cargo growth handled at Cochin Port is also not very encouraging. Figure 2-13
shows the coastal cargo traffic at Cochin port which has grown at CAGR of 1.22% during the period

2000-01 to 2009-10.

Figure 2-13: Coastal Cargo traffic at Cochin port
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2.4.2 Commodity distribution

The type wise distribution of coastal cargo at Cochin port and non-major ports in Kerala is shown in
Figure 2-14 and Figure 2-15. While POL and other liquid bulk constitutes major chunk of cargo at

Cochin port, building materials account for larger chunk at non-major ports.
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Figure 2-14: Coastal cargo at Cochin port

Coastal cargo at Cochin port (2009-10)

Containers

18%
Dry Bulk
4%
Liquid Bulk
78%

Source: Cochin Port Trust

Figure 2-15: Coastal cargo at non-major ports

Coastal cargo at non-major ports in Kerala (2009-10)
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Others mainly include tiles, marbles, granites, soda ash, wheat, rubber & its products, plywood
amongst others. Commodities included in coastal cargo are covered in the following chapter titled
6Commodity Profiled.
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3 Commodity profile

Kerala is pre-dominantly a service economy. More than 75% of Net State Domestic Product (NSDP)
for the State comes from tertiary sector. Kerala being a consumer state is dependent on imports for
meeting most of its requirements for all the commodities. These commaodities are being moved mainly
by roads from other states. Owing to cost economics, some of the commodities have started getting
transported by coastal shipping. Railways maintain their dominance in transportation of some of the
commodities such as fertilizers, food-grains (which remain under the purview of the Central
Government).

This chapter provides details of the commodities that are being moved in and out of Kerala by
different modes. In doing so, the consultants have analysed the potential for goods that can move by
coastal shipping. The data and information presented is based on primary interactions with the
stakeholders and supplemented with secondary research. The findings are organized under following
headings:

i. Existing coastal imports

. Existing coastal exports

iii. Coastal movements of commodities

iv. Movements of commodities by other modes

3.1 Existing coastal imports

Currently, shipping companies on west coast are providing coastal shipping services between the
ports in Gujarat and Kerala. Coastal cargo in Gujarat is mainly loaded at Kandla and Mundra ports
and to a certain extent at Pipavav port. Apart from Gujarat ports, coastal cargo imports in Kerala also
get loaded at Mumbai, Mormugao, New Mangalore, Tuticorin and Chennai ports. In Kerala, the
operations are concentrated at Cochin port, accounting for almost 98% of coastal cargo traffic in
Kerala.

Figure 3-1: Coastal import distribution at Cochin port 2009-10
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The Figure 3-1 shows the break-up of commodities imported by coastal shipping at Cochin port in
year 2009-10. The Figure 3-2 shows the distribution of coastal imports at non-major ports in Kerala.
As noted above, the non-major ports handle negligible coastal cargo as compared to Cochin port.
Therefore, while we include cargo at non-major ports in our analysis, we focus primarily on
commodities being imported at Cochin port. Amongst the non-major ports, Beypore port accounts for
more than 90% of cargo traffic in Kerala. Each of the commodity groups are analysed further in
following sections.

Figure 3-2: Coastal imports distribution at non-major ports in Kerala 2008-09

Coastal imports distribution at non-major ports in Kerala (2008-09)
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3.2 Existing coastal exports

Coastal exports at ports in Kerala are much lower than the coastal imports. Figure 3-3 shows the
composition of coastal export commaodities at Cochin port.

Figure 3-3: Coastal exports at Cochin port (2009-10)
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Figure 3-4 represents composition of coastal exports at non-major ports in Kerala.

Figure 3-4: Coastal exports at non-major ports in Kerala (2008-09)

Coastal exports at non-major ports in Kerala
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Most of the cargo from ports in Kerala, particularly Beypore, is exported to Lakshadweep which is a
group of islands having no major production base and depends for all its requirements to be met from
mainland. Kerala being the nearest mainland, almost all the goods are transported from ports in
Kerala. However, some of the cargo from Kerala ports also gets moved to ports in Gujarat. In the
following section we discuss the coastal export cargo from Kerala.

3.3 Coastal movements of commodities

3.3.1 Petroleum, Oil and Lubricants (POL)

POL products group includes crude, LPG and POL products such as furnace oil, motor spirit and
naphtha. These products are both imported and exported at ports in Kerala.

While there are large movements of many commodities, POL still accounts for 80% of coastal imports.
A significantly large quantum of POL products are being moved from Mumbai port. New Mangalore,
Chennai, Mormugao and Tuticorin ports have some volumes for POL cargo movement towards
Cochin.

Kerala has only one refinery namely Kochi Refinery Limited (part of Bharat Petroleum Corporation
Limited) located at Ambalamugal in Cochin district. This is a major shipper for POL products, which
mainly imports crude from Mumbai via coastal shipping. Apart from Kochi Refinery, IOCL and HPCL
have their depots in Kerala for which they move cargo from their refineries in Gujarat and Mumbai to
Cochin port. These imports are then taken by rail or road to depots for further distribution. Apart from
Cochin, very small volumes of POL cargo have also been noted at Beypore port.
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Export of POL products includes coastal movement to Lakshadweep as well as other ports. BPCL
does not have any facility on the east coast and moves its products from Kochi Refinery via coastal
shipping ports at Chennai, Kakinada, Haldia and Kolkata for distribution in their respective hinterland.

3.3.2 Construction materials

Construction materials being moved includes mainly marble, granite and tiles. These are
containerized cargo with a TEU weighing around 28 tons. Apart from these products, sand is also
moved depending upon its price. Cement has been considered separately.

Marble, granite and tiles account for a major part of containerized cargo being moved to Kerala.
Marble and granite cargo originate from Rajasthan and is loaded at a port in Gujarat, mainly Kandla
and Mundra port. Tiles come from Morbi and are loaded at Gujarat port. These are transported to
Kerala through Cochin port.

As sand-mining is banned in Kerala, sand is imported for construction activities. Sand is moved
through the coastal mode from Gujarat to Kerala. Sand is imported mainly at Cochin and Kollam port.

3.3.3 Cement

The demand of cement exceeds its supply in Kerala. Therefore, cement is shipped by cement plants
in Gujarat to Kerala. The major cement companies engaged in coastal movement include Ambuja
Cement, Saurashtra Cement, Ultra Tech and Digvijay Cement. Cement is mainly moved to Cochin
port, with some of the cargo also being unloaded at Beypore port. Majority of cement shipments take
place during October to March period.

3.3.4 Consumer Goods

Consumer goods include items such as electrical appliances, furniture etc. Most of the consumer
goods originate from Delhi and National Capital Region (NCR). However, the volume of these goods
in coastal transportation is negligible.

3.3.5 Industrial Goods

Industrial Goods being imported mainly comprise of following items:
1 Heavy melting scrap

Chemicals

Machinery

Newsprint

Metals (Iron & Steel + Sp. Iron)

Soda Ash

Zinc Concentrate

Bauxite

Sodium Bi Carbonate

Slag

Phosphoric Acid

Carbon Black Oil

=A =4 =4 -4 -4 -4 -4 -4 -4 -4 -4
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T Methanol
1 Butyl Acrylite

Heavy melting scrap, chemicals and newsprint are containerized cargo. Metals and soda ash are
imported as break bulk. Zinc Concentrate and slag are dry bulk cargo. Phosphoric acid, carbon black
oil, methanol and butyl acrylate are liquid bulk cargo. Soda ash is one of the major commodities being
imported at Beypore port in Kerala.

Export basket of Industrial Goods comprise of items such as machinery, rubber & rubber products,
coir, marine products, among others.

3.3.6 Foods & spices

Major items being imported at Cochin port by coastal shipping in Foods & Spices include wheat, salt
and cashew nuts. Large quantum of wheat, rice and salt are also imported at Beypore port. Wheat is
imported by private flour millers. The Cochin port moves around 8,000 TEUs per annum of raw
cashew from West Africa, some of which are also trans-shipped to destinations such as Mangalore
and Tuticorin through the coastal mode.

Exports from the Cochin port include items such as cardamom, ginger, tea, cashew kernels, and food
products. Rice, vegetables and fruits are exported from Beypore port, mainly to Lakshadweep. Food
items for supply of PDS system in Lakshadweep are also exported from Cochin port.

3.3.7 Others

@®thers éomprise of many commodities having smaller volumes in coastal import cargo. As such
these include bentonite, de-oiled cakes, cattle feed, agri-produces, timber, steel coil, tubes, etc. These
items originate from multiple states including Gujarat, Delhi, Uttar Pradesh and Rajasthan. These are
containerized commodities.

Commodities such as clay / kaolin powder, titanium di oxide, rutile, other minerals etc. are moved to
ports in Gujarat. Onwards, some of these products move to Delhi and NCR, which is mainly done by
railways from Mundra to ICD Tughlakabad / Loni. Major domestic market for titanium di oxide includes
Mumbai, Delhi, Kolkata and Ahmedabad. These products are used in paper, paint and rubber
industries. Timber, Iron & steel products, consumer goods are moved to Lakshadweep.

3.4 Movements of commodities by other modes

As mentioned earlier, Kerala being consumer state procures goods from other states for meeting its
demands. The following sections discuss some of the important commodities having large volumes
and explore the possibility of these commodities being moved by coastal shipping.

3.4.1 Food grains /food items

Food-grains are mainly imported by Food Corporation of India (FCI) which has several depots in the
state. Some of the private parties import food-gr ai ns, mainly wheat, for
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requirements. The estimated monthly food-grains requirement of Kerala state ranges from 60,000 to
100,000 tons and has been static for the past few years. It is estimated that in a season, 2 lac tons of
wheat gets moved to Kerala, which is consumption for half of Kerala. The wheat demand is on
account of growing consumption of food-stuff like bread, pastries, pizzas, etc. Pulses come from
Karnataka, Tamil Nadu, Gujarat and Maharashtra.

Currently, FCI transports various food grains to Kerala from Delhi by railways. The zonal requirement
of an area (say Kozhikode district) in Kerala is indicated by the relevant FCI depot to the FCI, New
Delhi office and based on such a request, food-grains is transported by rail towards the FCI depot
requesting for the same. Apart from the optimum inland logistics distribution cost, the security of the
consignments is the prime concern for FCI and hence FCI has continued to transport food grains via
railways. Pilferage of food grains usually happens during loading / unloading operations. Since the
loading / unloading operations are undertaken once each at the source and the destination point while
moving on rail, FCI is able to monitor the same and have in place measures for reducing pilferage. .

Moreover, it has been learnt that even if FCI uses coastal shipping, the same will be done between
major ports only. Inland distribution would continue to be handled via rail / roads only.

Most of K aenamhdadesmetbiy sugplies from Andhra Pradesh (boiled rice) & Punjab (raw
rice). At present, this rice movement is taking place by rail rakes. Additionally, rice is also getting
moved from the states such as Maharashtra, Karnataka, and Andhra Pradesh by road.

Apart from the abovementioned commodities following food items are transported by road movements
in Kerala:

=

Atta, wheat products and bakery products
Biscuits

Chocolates

Cane sugar

Liquor & beer

Ground nut

Edible oils

Mineral water
Skimmed milk powder
Beedi leaves

Branded food products

=A =4 =4 4 4 A4 4 A -4 A A

Grocery items

3.4.2 Consumer goods / durables

Kerala procures lots of consumer durables or goods from Delhi, NCR, Maharashtra, Tamil Nadu and
Guijarat. These goods are moved in trucks by road transportation. As the economy of Kerala is
developing, people are spending more on such goods. In addition, the state has a significant
repatriation of money from the Gulf countries, increasing the replenishment demand for electronic
goods. As per estimates, consumer goods such as electronic appliances get replaced in 5 to 10 years
period depending on the affluence level of the family. These products include items such as
refrigerators, computers, plastic goods, bicycles, VCD / DVD players, fancy goods, gifts articles,
glassware, kitchen products, motor vehicles, telephone, washing machines and related spares /
equipments. Electronic goods, electrical appliances, cars etc. get moved mainly from Noida / Gurgaon
region. These items are being moved by road.
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3.4.3 Vegetables and fruits

While most of the vegetables and fruits demand is met by neighbouring states such as Karnataka,
Tamil Nadu and Andhra Pradesh, some specific crops like potato, onion, garlic are procured from
Maharashtra. Considering entire Kerala, onion, potato and garlic consumption together would add up
to 1 lac tons per day. Onion travels from Nasik to Mettpalayam. The wholesalers purchase the stock
for the entire year during the season and then sell in Kerala throughout the year. These are also
moved by road currently.

3.4.4 Cement

While cement is being transported by coastal shipping from Gujarat, it is also being imported by road
from the states like Karnataka, Maharashtra, Rajasthan, Andhra Pradesh and Tamil Nadu.

3.4.5 Tiles, Marble and Granite

Tiles are moving in a major way by coastal shipping from Gujarat to Kerala. However, tiles including
ceramic tiles, glazed tiles, earthen tiles, vitrified tiles and mosaic tiles are also being moved by road in
the state from many other states. The prominent states having big volumes include Gujarat,
Karnataka, Maharashtra, Rajasthan and Tamil Nadu. Marble and granite slabs and tiles are being
moved by road from Rajasthan and Karnataka.

3.4.6 Newsprint / waste paper

Many of the companies in districts of Kottayam, Kollam and Trivandrum import newsprint / waste
paper at Tuticorin port. The newsprint / wastepaper consignment is trans-shipped from Colombo to
Tuticorin. It is then moved via road to the industrial units. These units may consider using the coastal
shipping mode for transportation of cargo from Tuticorin to Kollam port.

3.4.7 Timber logs

Northern part of Kerala, upto Calicut, receives 70% of its timber through New Mangalore Port. The
timber is then moved by road to the processing units. In South Kerala, major timber units are based in
Trivandrum, Kollam and Pathanamthitta. The quantum of timber logs cargo imports for Kerala based
importers is around 10,000 tons per month through Tuticorin port. The quantum of timber cargo meant
for the importers based in Kollam and Trivandrum is to the extent of 4,000 tons per month. These
units may consider using the coastal shipping mode for transportation of cargo from Tuticorin to
Kollam port.

3.4.8 Industrial goods

Industrial goods being moved by road into Kerala includes spares, parts for automobiles, chemicals,
polymers and acids, packing cases, bags, etc. These products are procured from Tamil Nadu,
Karnataka and Gujarat.

3.4.9 Others/general goods

These goods include paints, medicines, polythene, pipes and fittings, books, tins, cables, generators,
glass surgical equipments among many others. These goods are procured from Tamil Nadu,
Karnataka, Maharashtra, Goa, and Gujarat. These are being moved by road. Products from Kerala to
other states are also shipped by road transportation.

3.4.10 Coir & coir products

The volume of coir products export was 294,508.05 tons in 2009-10 which would be around 11800
FEUs (25 tons per FEU). Coir products have major domestic markets in Tamil Nadu, Andhra Pradesh
& West Bengal, Delhi and NCR. The coir and coir products are mainly transported via road to these
destinations. Owing to the savings in transportation costs, some of the players transport their
shipments through coastal shipping to a port in Gujarat. Then, the cargo is moved by rail / road to its
destination, which is mainly Delhi and NCR.
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The domestic movement is estimated to be around 5000 FEUs a year. Out of this, coir movements,
originating from Alappuzha, via coastal route is estimated to be 100 FEUs a year. However, given the
terms of trade for coir products, the coir shipments are expected to continue to be moved mainly by
road.

3.4.11 Finished fertilizers

Fertilizers in India are mainly transported by railways over the longer distances. Kerala has fertilizers
units within the state. However, part of fertilizers requirements are also met by imports from outside.
Fertilizers and Chemicals Travancore Limited (FACT) and Indian Potash Ltd have import
requirements of finished fertilizers (urea and muriate of potash (MoP)) to the tune of around 100,000
to 150,000 tons per annum. The same is repacked (without any processing) and distributed to the
farmers in South Kerala. This cargo can be distributed between the different ports using coastal

shipping.

3.4.12 Cashews

Generally, raw cashew nuts are imported from Africa through Cochin / Tuticorin port. In Kerala,
Kannur is the biggest cashew producing district followed by Kollam. Major domestic markets are Delhi
Amritsar, Kanpur, Mumbai, Ahmedabad, Bangalore, Hyderabad and Chennai. While, there are coastal
movements of cashews to these destinations, a large quantity of cargo meant for domestic markets is
still being moved by road. Some quantity of cashew kernels and cashews are being moved by road
from Karnataka.

3.4.13 Spices

Kerala occupies prominent position in production of spices in the country. Major spices produced in
Kerala include:

1 Pepper
Cardamom (Small)
Tamarind

Clove

Nutmeg

= =4 =4 4 =

Cinnamon
1 Vanilla

Kerala is amongst the leading producers for these spices. Most of these spices are also being
transported by road.

3.4.14 Coconuts

Coconuts are available in plenty in the state of Kerala. Coconuts and its variants are being
transported by road to northern and central parts of India. Coconut husk is also moved in large
guantities by road.

3.4.15 Natural Rubber

The state of Kerala leads in production of natural rubber, which is required by tyre and rubber
products manufacturing industries. These industries are present across India and rubber is moved to
northern and western parts such as Mumbai, Delhi, Jalandhar, Ahmedabad and Vadodara. The
present movement is by road and there are chances of transporting this cargo through coastal mode
via sea ports in Gujarat. From Gujarat, the same can be transported by road or rail depending upon
the destination.
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4 Traffi ¢ forecast

This chapter provides broad estimates of likely cargo traffic that can get diverted to coastal shipping

from other modes such as road and rail transportation. This diversion of traffic has been derived using
required and reasonabl e assumpt i on shouseekpertiseaswal based o
as interactions with senior officials from stakeholder organizations. The findings are organized under

below mentioned headings:

i. Cargo amenable to diversion
ii. Traffic diversion
iii. Traffic forecast

4.1 Cargo amenable to diversion

The cargo which is flowing in and out of Kerala can be transported by one or a combination of
following modes of transportation:

i. Road

ii. Railways

i, Air

iv. Inland waterways
V. Coastal shipping

Out of above mentioned five modes of transportation, inland waterways and coastal shipping are
modes which are complimentary to each other for movement of cargo to and from inland destinations.
The rest three modes namely, road, rail and air are competing modes of transportation. To
understand the possibility of diversion of cargo traffic from these modes to coastal shipping, the
consultants have analysed the commodities for different modes and dynamics affecting the choice of
particular mode of transportation. The following sections discuss the possibility of cargo traffic that can
be diverted to coastal shipping.

4.1.1 Possibility of diversion to coastal mode from road

Most of the goods transportation in Kerala takes place by road. As per estimates, around 20,000
trucks bring goods into Kerala every day from other states. Another 2000 trucks are estimated to be
carrying goods out of Kerala to other state. As noted in the earlier chapters, all commodities, ranging
from grocery items to durables and industrial goods are being moved by road. This implied that the
goods are of general nature and can be transported by any mode.

The preference for road transportation emanates from the convenience of point to point connectivity
by road which eliminates need for interface with other modes of transportation and multiple handling
of cargo. Apart from this, the shipper does not have to wait for accumulation of cargo volume, as is
case with other modes and any quantum of cargo can be shipped the moment it is ready.

The consultants interacted with many stakeholders including CHAs, cargo owners, shipping service
providers, government agencies and industrial association to explore the possibility of diverting cargo
from road to coastal mode. These interactions have revealed that diversion of cargo from road
transportation to coastal mode would be dependent upon two prime factors:

i. Total logistics cost of cargo movement from origin to destination
. Time taken in transportation of cargo
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Stakeholders opined that if coastal shipping can provide favourable logistics cost and reasonable
variation in transit time as compared to road transportation, they will be more than willing to divert the
cargo to coastal mode. Accordingly, the possibility of cargo diversion from road to coastal shipping

has been considered in the section titled 6Traffi

4.1.2 Possibility of diversion to coastal mode from rail

Indian Railways, with its reach across length and breadth of the country, is often called the backbone
of transportation in India. Indian Railways transported 833 million tons of freight in year 2008-09.
Major revenue earning freight traffic for railways comprises of coal, iron, fertilizers, cement and POL
products. The break-up of freight traffic handled by Southern Railways is shown in Figure 4-1.

Figure 4-1: Revenue earning freight traffic fro Southern Railways

Revenue earning freight traffic for Southern Railways (by tons
originating)

Other
commodities

Containers_\ 6%

4%

Mineral oils
11%

Fertilizers
8% Coal
52%
Food grains
4%
Cement .
13% Raw Materials for
Pig iron and - SteelPlants
finished steel except iron ore

0% 2%

Source: Indian Railways

A major chunk of freight traffic of these goods is handled for public sector undertakings across India.
For example, food-grains are mainly moved for Food Corporation of India, which prefers movement by
railways. Commodities / goods meant for feeding into Public Distribution System (PDS) are also
transported using railways. These units are sceptical of idea of moving the cargo via coastal mode, for
consideration of safety and reliability of transportation.

Given this nature and insights received through interactions with relevant functionaries, the cargo
handled by railways can be deemed as captive cargo. Accordingly, while the cargo is amenable and is
likely to be economical for transportation by coastal shipping over longer distances, the cargo
diversion from railways to coastal shipping has not been considered.

4.1.3 Possibility of diversion to coastal mode from air

Cargo being transported by air is usually highly expensive and meant for urgent delivery. This unique
characteristics viz. quick transition of the cargo by air transportation cannot be matched by coastal
shipping. Accordingly, the cargo diversion from air to coastal shipping has not been considered.

4.2 Traffic diversion

As outlined earlier, the cargo currently being moved by road is amenable for transportation by coastal
shipping. However, this would depend on the total logistics cost and associated transit time for cargo
movement.
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The interaction with stakeholders and consequent analysis has revealed that the transit time in

transportation of cargo by coastal shipping, would be similar to that by road given proper infrastructure

and regular services are in place. These aspects of infrastructure and regular services have been

dealt withinthec hapter titled o6l nfrastructured arnhdsedsherefor e,
already existing. In the event, infrastructure for coastal shipping and regular shipping services are in

place, cargo diversion would only be a function of total logistics cost.

Following steps were undertaken to calculate the quantum of goods traffic that may get diverted from
road to coastal shipping:

i. Assessment of total goods flow in Keralabyroadi f ur ni shed under section ti

ii. Analysing the origin-distribution for these movementsi f ur ni shed wunder section |
destnati on distributiond

iii. Transportation costs between the Origin- Destination pairs by road - furnished under section
titled 6Transportation cost by roadéo

iv. Transportation costs between the Origin- Destination pairs by coastal shipping - furnished
undersectiont i t 1l ed O0Transportation cost by coastal ship
V. Comparison of difference in transportation costs and likely quantum of traffic diversion to

coastal shipping fromroad-f ur ni shed under section titled O6Pot el
shippingé

4.2.1 Traffic flow

In this section, the quantum of total traffic flow by road encompassing both inward as well as outward
movement have been looked at.

The freight movements by road are not fully captured by any government or trade body in India. The
Commercial Taxes Department of Kerala state tracks inter-state flow of goods that are taxable within
its realm. However, the data on the entire movement of cargo in and out of the state is not captured
by the Department or any other state agency.

To analyse the inter-state flow of goods between Kerala and other states of Kerala, data on
transactions at check posts in Kerala was collected. There are a total of 84 check posts in the state of
Kerala, out of which 11 are major check-posts. The data was collected for transactions taken place
during the week of 24-30 Jan 2011. Table 4-1 shows the fields on which data was obtained for such
transactions during the week.

Table 4-1: Data fields captured for check post transactions

Commodity Check-post Weight = Weight Unit Value(Lakhs

)
XXX XXX XXX XXX XXX XXX

Adding the data so collected, suggested 104,342 tons of inward movements into the state during the
week.

However, the data collected had inherent limitations in terms of inadequate data as outlined below.
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There are total of 84 check posts in the state of Kerala, out of which 11 are major check-posts.
However, the data that was retrieved had only 13 check posts including 5 major check posts. Even so,
the data captured at these 13 check posts was not exhaustive. Some of the reasons for
incompleteness of data are enlisted below:

1. Dataf i el d O6Weighto6 was not available for all the re
2. All the check-posts are not fully computerized and hence system does not have data for all
the check-posts
3. Atthe computerized check-posts, all the data is not entered into the computer systems
4. Only the goods which have to pay tax at the check-posts are registered

5. Goods for which the consignors have already paid advance tax are not recorded at check
posts

To overcome these limitations, based on the discussions with relevant stakeholders and analysis by
the consultants, necessary adjustments were made to the data to arrive at correct picture of cargo
traffic. These adjustments included:

1 Sum of missing valuesindata-f i | ed 6Wei ght 6 was derived using the
values of goods

1 Analysis of vehicles count captured by the computerized system and estimates of actual
vehicle counts at select check posts was used to make for the missing data, on goods that
has not been captured in the system at select check posts

1 Finally, figure was adjusted for the data on goods which are not registered at check-posts
owing to their differential treatment for commercial tax purpose.

1 Further, it was learnt that the goods movement remains same throughout the year, though the
composition of goods basket may show seasonal variation. Therefore, the data on goods
movement for the week has been simply extended for entire year.

Final figure for inward goods movements by road after incorporating these adjustments was estimated
to be 611.55 million tons in a year.

4.2.2 Origin-destination distribution

In this section we look into the details of origins of goods moving into Kerala and its distribution across
districts.

The state wise origin-distribution of goods movement into Kerala is shown in Figure 4-2. This is based
on the data on transactions at check-posts. The state wise distribution broadly concurs with the
responses received during interaction with transport operators in Kerala and hence the same has
been considered as it is by the consultants.
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Figure 4-2: State wise distribution of goods movement in Kerala

State wise distribution of goods movement in Kerala

Others
Andhra Pradesh 3,050 Maharashtra
1.55% ' 3.40%,— Rajasthan
Goa 1.34%
3.76%
Gujarat

11.69%

Karnataka
5.34%

Source: Commercial Taxes Department, Deloitte analysis

Based on the above, the commercial centres in each of the states were tracked, which would be
major origin points for goods flowing into Kerala, as listed in Table 4-2.

Table 4-2: State wise major origin centres
State Origin ‘

Rajasthan

Ajmer

Jalor

Udaipur

Gujarat

Morbi

Ankleswar

Ahmedabad

Maharashtra

Mumbai

Nashik

Kolhapur

Nagpur

Goa

Panaji

Karnataka

Mysore

Belgaum

Bangalore
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Tamil Nadu

Origin

Chennai

Madurai

Coimbatore

Tirunelveli

Andhra Pradesh

Hyderabad

Visakhapatnam

Source: Deloitte analysis
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As learnt during the study, all the commodities are being transported by road to various parts of
Kerala. These commodities comprise of the consumption goods as well as goods for industrial use.
As a result, the demand for goods in districts can be assumed to be directly proportional to the
economic activity in the state. Therefore, we can take the GSDP distribution across districts, as proxy
for distribution of goods in Kerala. The GSDP distribution across districts in Kerala is shown in Table

4-3.

Table 4-3: District wise GSDP distribution in Kerala

Kasargod 3.3%
Kannur 7.2%
Wayanad 1.8%
Kozhikode 8.8%
Malappuram 7.6%
Palakkad (north) 2.3%
Palakkad (south) 5.3%
Thirussur 9.9%
Ernakulam 14.7%
Idukki 3.2%
Kottayam 7.0%
Alappuzha 6.5%
Pathanamthitta 3.9%
Kollam 7.4%
Thiruvanantpuram 11.1%
Kerala Total 100%

Source: Kerala Economic Review 2009, Deloitte Estimates
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4.2.2.3 Goods outflow from Kerala

As noted in the earlier section, the quantum of goods moving out of Kerala is around 2000 truckloads
a day. Using our analysis for the check-post transactions, average truckload is 8.40 tons. Using this
information, the quantum of outward flow of goods from has been deduced in Table 4-4.

Table 4-4: Outward flow of goods from Kerala

Particular Unit Value

No. of trucks per day Nos. 2,000
Average truckload Tons 8.40
Total tonnage per day Tons 16,800.91
Total goods outflow in a year Tons 6,132,333.52
Total goods outflow in a year 6000 T 6,132.33

Source: Commercial Taxes Department, Deloitte analysis

The gquantum of goods moving out of Kerala from different districts would be proportional to economic
contribution of the respective district. Therefore, the distribution of outward goods movement from
different districts would be same as in Table 4-3.

4.2.2.4 Goods movements
Table 4-5 summarizes the inward and outward movements of goods by road transportation in Kerala.

Table 4-5: Goods movement by roads in Kerala

Particular Unit Value
Total inward goods movement in a year 6000 Ton 61,155.32
Total goods outflow in a year 6000 Ton 6,132.33

o

Total goods movement in a year 000 Ton 67,287.66

4.2.3 Transportation cost by road

4.2.3.1 Origin-destination distance chart

Based on the origin-destination profile for goods movement identified in previous section, a distance
matrix for each pair of origin and destination was developed. For simplifying further analysis, the origin
points in a state were put together and destination districts in Kerala were grouped together
depending upon geography. Table 4-6 and Table 4-7 show the mapping of origin and destination
points respectively.

Table 4-6: Grouping of Origin points
Origin State

Ajmer Rajasthan
Jalor Rajasthan
Udaipur Rajasthan
Morbi Guijarat
Ankleswar Guijarat
Ahmedabad Guijarat
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