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The Economic Impact of FDI in Indian Shipping Sector

5, Chandrachud®, 5. Venkataganesh®

‘Arsocize Profescor, Depr of Economics, FISTAS, *Azsociate Profesor, Marine Enginesring Deparovant AMET

Abatract

Awell f2vored Geographical posttion of a country is the gift of nahare bat econonsic growth and development
comse by state practice, The werld largest peninsula, 1) Major ports, 187 minor posts, huge man power,
pioneer of iternational business, enormous nabaral rescurces e, are the gift of nanee 1o ledia and the
Govenmsent of [ndia have insiaed sumber of developmental policies and strategies in order to achieve
ecomosnic developmest and gromth The current study throws light on the ecomomic inspact of Foreign
Diirect lsvestnsest i [ndian Shipping sector Chapter ong imitates with details of Indian shipping sector
Chapter two enlists thee review of literature, Chapier thres narrates the FDI policy in Indian Shipping Sactar
Chapter four reasan out the “why to invest in Indsan Shipping sector’, in terms of SWOT anabysis. Chapeer
five portrays the investnest opporfunities in Indian shipping sector and the final chapeer summaries the

ecomesnic impact of FDI in Indien Shipping Sector.

Kaywords: Economic impact, FDI Incian Shipping, automaric route, Coamial line.

Introduction

the longest coastal kine about 7300 km.,
out 3730 km is also the mainland
and rest of the coast lime is along with islands, The
Mensstry of shippieg s takmg care 0 12 more parts

Be
L

:
F
i
i
3
[
i,

Visskhaperiem (Asdbr Predesk), hmp (Orissa)
and Kolicats, Haldia (West Bengal). These 195 ports are

handling Expont Isiport Carga,

The need for the study arises, =3 the govermment
want 2ct in concert with all shipping owners for the
promotion of the country's economty and are looking

Corresponding Auther:

Dr. 5. Chandrachud
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Fasachardra [ver Street, Nela Nagas, Chronsepet,
Chenmas-§00044
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forward to & loag asd mubaally beseficial relationskip,
the government kad invieed 100 percest Foreign Direct
mvestment(FDI) into the country’s shipping secior
Unfonsmately, more a decade not 2 single dollar had
comne itn Draring 2010 FDI begims with American Eagle
Tankars flaggmg i their first vessel usder Indian registry.
ow the scenano is different in Indian shipping. The total
cargo handling capacity of major ports during 2014-17
was 1063 83 MTPA Million metric toemes per asmum
With the substancial focus om capacity sshancement
and imfrastracture development, cargo handling capacity
at major poms imcreased to 1063 83 MTPA in 2016-17
from 744 81 MTPA im 2012-13.

Druring 2016-17, the waffic handled by the major
ports was $48 40 milkion tonpes, witnessing an increase
m waffic by 11 percent fom 2014-13. 12 major pons
i India handle approximately 57 percemt of the toml
cargo traffic specifically Petralewsn, Oil Lubricams,
Containers, Thenmal & Steam Coal, Iron ore & Pellets,
Finished fertilizers and other miscellaneows cargo

Review of Literature

Joseph P. Daniels and Marc von der Rubr? found
that ranspostatian Costs have 2 pesitive and statistically
significant relatoeshsp with US total and masufachsing
FDI, sapgesing o substnute relationship between FDI
ard trade Hows comsistest with horizonta] NNE activity.
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Az one wouald eppect, thess costy are imsiendficant for
service stocks.

Joseph Fomseca® Foreign direct imvestment begins
i fow into the Indian shipping sacior commencing with
Americam Eaple Tankers™ flazging in their first veszs]
under the Indiam registry. This comees almest 2 decade
after the zovermment haoing permitted 100% FDI in
hicoi

Cirish Gujar &t &l their shady reveals that the total
factar productvity of the sector misht be adverssly
affected duwe to the heavy market presemce of the
govermmeent thus cansing the FDI inflons into this sector
1o slow dowefurther

Atri Multherjee® FDI fo India has imcreased
significamty in the last decade However, the growth
in FDI flowz has been accompanisd by sirong regsonal
concentration. The findings afthe stody reveal that markoes
size, agzlomerahion effects and size of marmfacharing
and services baze in a state have siznificant positive
impact on the regional distrbution of FDT Sows in Indsa
The mpact of taxation and cost of labour is negative
While the impact of guality of labour 13 ambiguous,
infrastructars, howeter, has a sipmificant positive impact
on FOT flows

5 B Keshava® im hiz research paper, he comparsd
the effect of FDI with two Asian countries, India and
China The result of the stody, except GDP other variable
of ecopanic mdicators are not significant but positive.

FDI and other Sector Policies in Indian Shipping
Sector: The post liberalization era has wimess that
India significant improved o ecomoenic stafus. The
foreign policy of Govermment of India enbenced the
Forzign Direct Irvestment o tenm: of automatic robe.

100 percent FOI is allow under the amtomatic route for
project: related to the construction amd mammtenames

1841
of ports and harkours. Apart from that major parts ars
under the junsdiction of the Government of India and
iz povermned by Mew Major Ports Autharities Bill, 2016
replacing the Miajor Port Trost Act, 19463, Nom-major
ports are under the jurisdiction of the respecthve state
govermment s maritime boards. In 20146, a Mew Berthing
Policy for Dry Bulk Cargo for all major ports was relled
out in 201§ to drive higher cargo througihpot fom major
parts. A new Stevedoring and Shore Handling Policy,
20146 waz mplemented for all major portz with a view
to merexse operational efficiency of parts. To increass
mvestments o the port sector, Govenmuent revized
Model Concession Agreement (WMCA) for PPP projects
m major ports. This inchedes establishment of Society
for Affordable Fedressal of Dupotes-Forts as dispute
resalution mecharizm

Why to invest in Indian shipping Sector?: Thers
are mary factors imvolved in Indian shipping :ector
which makes the imrestnent more meaninzful Forsmost
it the geographical factor, the largest peminzula of the
globe with more than 7500 kan coast line surroand by
Bay of Bengal, Arabian Sea and Indian Ocean. [ndian
econoury hzs 11 majar port: and 187 minor ports. The
total carge handlmg capacity of all these 12 major ports
was mors tham 1050 Milkiosmetric Tormes Per Armom
The pew palicy of Ministry of Shipping started with the
to target the Foreign Direct [nvestment from abroad with
the planned outlay of USJ 15 billion. The 12" five yvear
plan mclodes port plan imvodving mvestment of over
UED 10 billion kas been identified for the upcoming five
years and 21 dry port project: are under developmet
Further pew non-major ports are notified for the purposs
of enhancing the cargo handling capacity. In 20146-17,
37 projects worth of USD 14 billion created for the
additional capacity of 103.52 MIPA Fuarther m 2017-
18, 50 additional projects are targeted
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SWOT Analysis-Economic Inspact of FDI on Indiae Shipping Sector

2, Total allocation made to Misistry of Shipping in
2018-19 mands at USD 28 million, an increass
af 20% froem that in 201718,

3, Anallocatvon of USD 25 muillion has bessn made
towards development of major parts and USD
21 enillios towards nuinor pess.

4. Promotion of internal trade and reduce logistic
ciat

3. The oppormumity to serve the spill demsand from

Eajar pons

Pom suppaort senices

Ship repair facikines o parts and dry docks and

-

Streagth Wealmess
1. Largest peniesula 10. Cumency devaluation,
2, More than 7500 ko of Constal ling, 11, Political imstability,
3, rapid improvement in infrastructure, 121 Low per capual income,
4. 12 majar and 187 minar 13, Unsiable govemment policies and thedr loop
m.ﬁ . m. . hobes in implementation par,
5. 100 percent imvestmyent in Indian shipping., _ o
. _ 14, Noe-cooperation of ndigenous weork force,
6, Sanble Cargo handling capacity .
15, Nowcompliznce of legal frame work and other

7. Alumdsst supply of labour forces Jeprlations
8, World's dth largest Economy 16, Enviroemestal pollution

Economic Impact

of FDI en Indian

Shipping Sector
Opportasitie Threats
1. Automsotive Misgion plans, 1. Sinphe hull tankers to operate the Coastal water

set up ancillary repair faciliies,

1 Wearly adecade, no 100 percent FD imvestment
was received after the annoumcemesnt of FDI

Pelicy

Hurdles in implementing FDI policy-INSA

Exviransental pollution,

Emvronmental degradation,

Problems n mensuvering, dry dock and official

burdbes of Register of Shipping.

7. Flooding in Maspower. (both in deck side and
engine side)

L .

Soerce Prepared by mathor,

Investment Oppertunities in India: In Indian
scenario, the shipping sector has wimessed remendous
growth and it is projected, cargo waffic to be handled
by Indian ports by 2021-12 iy expected to be 1603
milkion msetric tornes as per the report of the Matiosal
Transport Development Policy Commsities (an moresse
of 643 million metric toness from 2014-13), Total
2422 millsors metric tonwes of cargo handling capacity
would be required in Indisn Poms by 2021-22. Far

this, additional carge handling capacity of 201 million
Eetric tomnes s required 1o be crested in [ndian Port
i the next € to 7 vears, Ministry of Shipping initisted
Wational Martmme Development Policy (NMDP)
with & plasmed cutlay of USD 13 billian. Por projects
gwvalving Imvesument of over USD 10 billios ideptified
for award for the upcoming five vears, Small ports are
supported with Industrial Cities and Industrial Chesters
to be developed at selected porms. 21 Dry pon projects
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are under developmesst Increaze Tade activity amd
private paticipation in port infrasmocture developrent.
Focus on the development of terminals that deal with a
particalar type of cargo, for eg- LNG (Liquefied Naharal
Gaz). India's increa:ing imbegmation into Global Value
Chains requires a well-established port infrastnucture.

Conclasion

Ar far a: the Indian service sechar is concemed,
both milways and s2aways have strong base a: Indian
railways i3 the largest monopoly of the world and Indean
shipping has the largest penimsula of the world. The
aconoensic impact of the FDT on Indian shipping sectar
can be surmierized as India is the best destinxtson for
the mmport and export business throush seanays, After
liberalization policy and new industrial policy, the
econoemic Zrowih has wimessed sipmificamt growmih in
GLP and cargo handling capacity. Dhring tha last dacade,
the zrowih in the shipping sector it comparatiely kigh,
chue the policy framework of Foreign Direct mmvestment
Different promotional measures are taken, m onder to
improvise perfomznce of cage hmndling and logistics
af specified items. Thers iz a wide scope in the Indian
shipping sector, either in terms of level of mvestment,
Employment opportunities or both

Ethicsl Clearamee: Completad.
Source of Funding: S=if
Coaffict of Interest: INIL

Lh

1843
Feference

Joseph P. Damiels and Marc von der Ruhr,
"Transpostation costs and TS Mamfactaring FDT',
Peview of Intermaticnal Economics, Volume 23,
[azoe I, May 1014, pp 209-309. Available from:
hitpe/idod.org/10.111 1/rode 12110

Joseph Fonzeca, "AET afford: first 100% FLI in
shipping for Indsa’ (c.2010) Available fom: bitpa-/
wuw maritimeprofessional comblogs post aet-
affords-first- 100-fidi-in-shipping - for-india- 1 2064
{c August 24, 201E)

Gimish Geojar, Hong Yan, Fachna Gangwar and
Mouokul Jain, ‘Impact of Govenment policies on
FOI in Indian Part Sector”, {c 2014}, Available from
: hetpa:worw pobyw edu bk Imeicme ifpad 014/
Specialfesaion/ S0 pdf

At Mukherjes, “‘Fegional Ineqguality m Foredgn
Dizect Imestiment Flows to India: The problems
and Prospects” Feserve Bank of India Occasicmal
Papers, Volume 32, [rzue T, Monsoon, 2011

5 F. Keshaa, 'The Effect of FOI on India and
Chingse Ecomomry: A Comparatie Apalymic’
Second Simgapors [nfemational comfarence on
Finamce 1008 Available From: hitps:papers.ssm
cony'sol3 papers.cimTabsiract id=1000064


https://www.researchgate.net/publication/338111527

