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ENHANCING LOGISTICS EFFICIENCY

In Context
•	 The logistics industry has seen substantial growth globally, driven by technological advancements, 

e-commerce expansion, and globalization. 

•	 The sector is valued at over $8 trillion globally and is poised for further growth with the increased adoption 
of automation, artificial intelligence (AI), and data-driven innovations. 

•	 Despite these advancements, certain regions, such as India, face hurdles in fully embracing digital 
technologies.

India’s Lag in Logistics Technology

India’s logistics industry, contributing nearly 14% to the nation’s GDP, faces significant challenges due to its 
slower adoption of modern technology. While the global logistics sector is rapidly advancing with automation, 
artificial intelligence (AI), and data-driven innovations, India continues to rely on outdated, manual processes 
and fragmented operations. This technological gap hampers efficiency, speed, and cost-effectiveness, making 
it difficult for the industry to compete on the global stage.

Key Challenges in India’s Logistics Sector:
•	 Outdated Systems: Many logistics operations still depend on manual record-keeping and non-digital 

processes, which increase errors and inefficiencies.

•	 Fragmented Infrastructure: Lack of integration across different logistics providers and transportation 
systems leads to delays and higher operational costs.

•	 Slow Adoption of Automation: While global logistics companies are adopting automation and robotics 
for tasks like inventory management and sorting, India lags in implementing these technologies on a large 
scale.

•	 High Costs: The lack of technology increases operational costs, making Indian logistics more expensive 
compared to other countries.

Benefits of robust logistic system

A robust logistics system is critical for the efficient movement of goods and services, both domestically and 
internationally.The key benefits of a well-developed logistics system:

•	 Cost Efficiency: A well-structured logistics system optimizes routes and minimizes fuel consumption, 
leading to cost savings. Efficient logistics reduces the need for large inventory storage, cutting warehousing 
costs.

•	  Improved Supply Chain Management: A strong logistics system allows for better integration across all 
stages of the supply chain, from procurement to final delivery.

•	 Enhanced Customer Satisfaction: A well-functioning logistics system ensures that goods reach consumers 
on time, boosting customer trust and satisfaction. With tracking systems in place, customers can monitor the 
status of their shipments, providing them with peace of mind.

•	 Global Competitiveness: A robust logistics infrastructure allows companies to expand their reach and 
compete globally by ensuring cost-effective and timely exports. A streamlined logistics system reduces 
trade barriers, speeding up cross-border transactions and reducing customs-related delays.

•	 Economic Growth: A robust logistics sector supports manufacturing, retail, and other industries, 
contributing significantly to the national economy. The logistics industry is a major employer, offering jobs in 
transportation, warehousing, IT, and management.

•	 Environmental Sustainability: Efficient logistics reduces fuel consumption and emissions through 
optimized routing and load management.
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•	 Risk Management and Resilience: A strong logistics system can better respond to supply chain disruptions 
caused by natural disasters, political unrest, or pandemics. By diversifying transport modes (e.g., road, air, 
sea), businesses can mitigate risks associated with a single mode of transport.

Initiatives in Boosting Logistics Sector
Key government initiatives aimed at enhancing the logistics sector in India:

National Logistics Policy (NLP) 2022
•	 Objective: The National Logistics Policy (NLP) was introduced to improve logistics efficiency, reduce costs, 

and promote seamless movement of goods across the country.

•	 Key Features:

	� Digital Integration: NLP aims to integrate digital technology in logistics operations, including the 
use of real-time monitoring systems and blockchain for secure data handling.

	� Reducing Logistics Costs: Target to reduce logistics costs from 13-14% of GDP to 8-9% by 
improving efficiency.

	� Multi-modal Transport: Promotes the integration of road, rail, and waterway transport to improve 
connectivity and reduce reliance on a single transport mode.

Gati Shakti - National Master Plan (NMP) for Multimodal Connectivity
•	 Objective: Launched in 2021, the Gati Shakti initiative aims to improve infrastructure, reduce logistics costs, 

and enhance the ease of doing business by providing a unified plan for the development of roads, railways, 
ports, and airports.

•	 Key Features:

	� Holistic Infrastructure Development: The initiative integrates over 16 ministries, including 
Railways and Roads & Highways, to create a seamless transportation network.

	� Digital Platforms: Utilizes Geographic Information Systems (GIS)-based platforms for real-time 
tracking of projects.

	� Multi-modal Logistics Parks: The creation of logistics parks at strategic locations to reduce transit 
time and improve cargo handling.

Bharatmala Pariyojana
•	 Objective: The Bharatmala project aims to improve road connectivity across the country, especially for 

areas that are vital for freight movement.

•	 Key Features:

	� Development of National Highways: Focus on constructing highways and expressways to improve 
logistics corridors.

	� Economic Corridors: Development of 50 economic corridors that will directly link production 
centers to markets, reducing freight costs.

	� Port Connectivity: Better connectivity to ports and border areas to promote exports and reduce 
logistics time for import/export cargo.

Dedicated Freight Corridors (DFC)
•	 Objective: The Indian government, through the Dedicated Freight Corridor Corporation of India (DFCCIL), 

is constructing dedicated rail corridors to enhance freight movement across the country.

•	 Key Features:

	� Eastern and Western Corridors: The two major freight corridors – Eastern (1,839 km) and Western 
(1,506 km) – aim to improve the movement of goods between key industrial zones.

	� Reduction in Travel Time: Faster freight trains will reduce transit times, benefiting industries by 
lowering logistics costs.
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	� Green Corridors: Promotes the use of more efficient rail transport over roadways, reducing carbon 
emissions.

Sagarmala Programme
•	 Objective: This initiative focuses on modernizing India’s port infrastructure and improving inland waterways 

to boost the country’s maritime logistics.

•	 Key Features:

	� Port-led Development: Enhances port capacity and improves connectivity between ports and the 
hinterland to facilitate the seamless movement of goods.

	� Coastal Shipping: Encourages the use of coastal shipping and inland waterways for cargo 
movement to reduce road and rail congestion.

	� Logistics Parks near Ports: Setting up logistics parks near ports to enhance cargo handling and 
reduce turnaround times.

Logistics Efficiency Enhancement Programme (LEEP)
•	 Objective: Part of the Bharatmala Pariyojana, LEEP focuses on improving India’s logistics efficiency by 

addressing bottlenecks in supply chains and integrating multi-modal transport.

•	 Key Features:

	� Integration of Transport Modes: Encourages the use of different modes of transport (road, rail, air, 
and waterways) to reduce dependency on any one mode and improve logistics efficiency.

	� Improving Last-mile Connectivity: Focuses on developing last-mile infrastructure to reduce delays 
in goods transportation.

Indian Customs EDI Gateway (ICEGATE)
•	 Objective: ICEGATE is the e-commerce portal of the Indian Customs Department, aimed at providing a 

seamless and digitalized process for the clearance of goods and improving the efficiency of international 
trade.

•	 Key Features:

	� Faster Customs Clearance: Digital systems for paperless processing of export and import 
documents, reducing turnaround time at ports.

	� Facilitating Trade: ICEGATE links 15,000+ importers/exporters and handles 98% of India’s 
international trade.

	� Real-time Tracking: Provides real-time information on the movement of cargo, making the system 
transparent and efficient.

Pradhan Mantri Kaushal Vikas Yojana (PMKVY) – Logistics Skill Development
•	 Objective: To address the skill gap in the logistics sector, this scheme provides vocational training and skills 

development in logistics and supply chain management.

Way Ahead
•	 Collaborative Efforts: Companies need to align with government initiatives by investing in skill 

development and technology integration.

	� By reducing the skill gap and fostering innovation, the logistics sector can become digitally robust 
and competitive on a global scale.

•	 Overcoming the technological lag: It is essential for India to compete globally.

	� Collective efforts between industry players and the government will drive future growth by 
leveraging digital tools, automation, and AI, ultimately leading to sustained economic development.
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Conclusion
•	 India’s logistics industry is at a crossroads. While it significantly contributes to the nation’s economy, it faces 

challenges in fully integrating digital technology. With strong government support, skill development 
programs, and private sector investments, India can bridge its technology gap and emerge as a major 
player in the global logistics market.
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Mains Practice Question
[Q]  �India’s logistics sector plays a crucial role in driving economic growth, but it faces several challenges in 

efficiency and technology adoption. Discuss  


