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 Over the years customs tariffs in India have dropped precipitously with the result 

that a consensus has strongly emerged amongst the policy makers that reduction in 

transactions costs and improvement in infrastructure have become the prime desiderata 

for further enhancing the efficiency of economic activity in India and for sustaining the 

high growth rate that India has witnessed over the past decade. Indian government has 

taken several measures to improve road, airport and port infrastructure. Private sector has 

been allowed a bigger role in these sectors. Telecommunications sector has witnessed a 

veritable revolution with about 9 million new mobile connections being added every 

month. These investments have had a strong salubrious impact on the trading efficiency 

of the Indian economy. Today external sector accounts for about 1/3 of the GDP which is 

a significant increase over what it was a quarter century back. 

 

 Customs Department has been at the vanguard in ushering in reforms in the 

regulatory systems and procedures that are in place at the borders. Department of 

Revenue has created the IT backbone which is used for operating the customs controls 

systems. Modern border control techniques such as risk management and an accredited 

client programme that rewards traders with a good track record of compliance by 

extending to them a facility of faster clearance of goods have been introduced. 

 

 

Major Initiatives in Recent Years: 

 

  Maritime trade:  

 

  Maritime trade is becoming an increasingly important aspect of Indian 

external sector. Though some improvements have been witnessed in the recent past, 



numerous bottlenecks continue to bedevil the chain of maritime trade. As a result, the 

turnaround time for ships at Indian ports is significantly longer compared to other major 

ports in the Asian region. This compromises the competitiveness of Indian industry and 

also compromises Indian trade potential and so needs to be addressed on priority. 

 

 Recognizing the urgency of reducing the dwell time for cargo, the Committee on 

Infrastructure, chaired by the Prime Minister, constituted an Inter-Ministerial Group 

(IMG) under the Chairmanship of the Indian Revenue Secretary with representatives 

from Shipping Department, Planning Commission and the Commerce Ministry to make 

recommendations for streamlining customs procedures and the functioning of container 

freight stations. This IMG held extensive deliberations with experts and various 

stakeholders before submitting its Report. 

 

 The Report makes recommendations in key areas such as risk management based 

screening, EDI based systems, transshipment, financial procedures and staffing. The goal 

is to match international benchmarks. These measures in conjunction with other 

initiatives relating to maritime infrastructure and port connectivity are expected to enable 

Indian ports to attain world class standards. 

 

 The recommendations have been formulated as actionable items to be 

implemented within a definite time frame specified in the Report. Implementation of this 

Report would reduce the dwell time of cargo at the ports and improve the 

competitiveness of the Indian industry. 

 

 Air Cargo and Airports 

 

  Similar to the maritime trade, an Inter Ministerial Group (IMG) under the 

chairmanship of Secretary (Revenue) with other members from Planning Commission, 

Ministry of Civil Aviation, Ministry of Commerce and the Central Board of Excise and 

Customs was constituted in pursuance to the decision taken in the seventh meeting of the 

Empowered Sub Committee of the Committee on Infrastructure. The said IMG examined 



the issues related to clearance of goods at Air Cargo Complexes and suggested steps for 

simplification of customs procedures in Air Cargo and Airports. 

 

 The Group deliberated on issues flagged by the stakeholders, Ministry of Cvil 

Aviation, Ministry of Commerce and the Planning Commission. The various initiatives 

taken by the Department of Revenue on measures of Trade Facilitation, widening of 

Indian Customs EDI System (ICES) and introduction of Risk Management Module were 

noted by the Group. The Group identified the changes that will lead to simplification of 

customs procedures, facilitation of trade and reduction indwell time for cargo clearances.  

 

 Major recommendations made by the Group included: 

(a) Risk Management System (RMS) should be further extended to nine specified 

EDI locations on priority basis. 

(b) Uniform transshipment procedure for expediting movement of import/export 

goods within Indian ports should be prescribed.  

(c) Carriers/Airlines should be free from submitting hard copies of customs 

documents like AWB and Manifest once complete information/details are filed 

online by Carriers/Airlines 

(d) Providing training to the airlines and other agencies in accessing the ICES. 

 

 

Public –Private Sector Cooperation 

 

The Government of India is actively encouraging the PPP model in view of the 

advantages that it offers in terms of cost savings, access to specialized expertise and 

proprietary technology, sharing of risks with the private sector and leveraging its own 

share in infrastructure investments.  To accelerate and increase PPPs in infrastructure, 

two major initiatives have been taken by the government:  (a) provision of viability gap 

funding; and (b) setting up of a Special Purpose Vehicle (SPV), viz. the India 

Infrastructure Finance Company Limited (IIFCL) to meet the long term financing 

requirements of potential investors. 



IIFCL was incorporated on 5 January 2006 with a paid up capital of Rs. 100 

million and an authorized capital of Rs. 10 billion.  Apart from its equity, IIFCL will be 

funded through long term debt raised from the open market.  There are many 

infrastructure projects which are financially viable but, in the current situation, face 

difficulties in raising resources.  It has been proposed that such projects in specified 

sectors – roads, airports and tourism, be funded through a financial SPV.  The SPV would 

lend funds, especially debt of longer term maturity, directly to the eligible projects to 

supplement other loans from banks and financial institutions.  The company would fill 

the gap for long term infrastructure finance, which the banks are not in a position to 

address owing to concerns relating to mismatches in assets and liabilities.   

 In continuation with this philosophy the Eleventh Five Year Plan of India (2007-

12) outlines a comprehensive programme for development of infrastructure, especially in 

rural areas, and in the remote and backward parts of the country, consistent with the 

requirements of inclusive growth at 9% per year. The total investment needed in 

infrastructure will have to increase from an estimated 5.43% of GDP in 2006-07 to 9.34% 

by the terminal year of the Eleventh Plan. The eleventh five year Plan admits that an 

increase of this magnitude cannot be achieved through public investment alone since 

there will be large demands on public sector resources from the health, education and 

anti-poverty programmes. The “Eleventh Five year Plan therefore proposes a strategy for 

infrastructure development which involves a combined response – an increase in public 

sector investment in infrastructure as a percentage of GDP, and also an increase in private 

sector investment through some form of public-private partnership (PPP) or directly, 

where feasible.”1

  

 Attracting private investment on the scale envisages presents formidable 

challenges. A good start has been made by the Central Government with PPP in many 

infrastructure sectors in the Tenth Plan, and many state governments have also begun 

exploring this option. Major initiatives that have been taken in the sectors that have 

strong trade facilitative spin-offs include: 

                                                 
1 Government of India: Eleventh Five Year Plan pg.11 



 

(a) Railways: With increasing containerization of cargo, the demand for container 

movement by rail has grown rapidly. This was hitherto a monopoly of the 

Container Corporation of India, a public sector entity. In a major initiative in 

PPP, container movement has been thrown open to competition and 15 major 

private sector entities have been licensed for running container trains on tracks 

owned by the Indian Railways. Private sector container trains have commenced 

operations and the operators would also be expanding investment into container 

handling facilities, such as Inland Container Depots etc. 

 

(b) Ports: The Eleventh Plan envisages a major programme of expansion in port 

capacity based on PPP. Many State Governments are also taking initiatives to 

develop their ports through such partnerships. 

 

(c) Airports: In the civil aviation sector, preparations are underway to engage the 

private sector in non-aeronautical activities at 35 non-metro airports, and in the 

development of Greenfield “merchant” airports and about 300 airstrips. 

 

(d) Roads: In India, the central as well as a few state governments have successfully 

harnessed private sector partnership in road development. At the central level, as 

part of the first and a second phases of the National Highways Development 

Project (NHDP)- a flagship program with an estimated requirement of US$ 50-60 

billion investment over the next five years- 66 projects with a total value of about 

6 billion were implemented through the BOT route (42 toll projects and 22 

annuity projects).  

 

 India’s participation in the negotiations at WTO has been positive and 

constructive. India has posed several questions and has submitted proposals of its own. 

India has made a proposal for establishing a mechanism for exchange of information 

between customs administrations. India has presented a proposal stipulating uniformity in 

border clearance procedures at the borders of a customs union. 



  

  
 


