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1 Executive Summary

iSagar Mal a o, cusmomes-oriented inittatesg df the Government of India to evolve a model

of port |l ed development whereby Indya®s llondgadsaptlois

It envisages transforming the existing Ports into modern world class Ports on the one hand and
developing new world class Ports, based on the requirement, on the other hand. Sagar Mala aims to
integrate the development of the Ports, the Industrial clusters and hinterland and efficient evacuation
systems through road, rail, inland and coastal waterways resulting in Ports becoming the drivers of
economic activity in coastal areas. It envisages the growth of coastal and inland shipping as a major
mode of transport for carriage of goods and people along the coastal and riverine economic centers.
As an outcome, the Sagar Mala would integrate the hinterland projects of Industrial and Freight
Corridors with the maritime developments to offer efficient and seamless transport for both exim and
domestic sectors thereby reducing logistics costs for the customer and exports more competitive.

Although India has a vast coastline of over 7,000 km with more than 200 ports (comprising 12 Major

180+ Non-Major ports) thatc ar ry mor e than 90% of Indiaés total tra
underutilized and has significantp ot ent i al for i mprovement. Further an.

port traffic movement indicates the need to improve the transport infrastructure and inter-modal
linkages to achieve optimal modal mix for port evacuation.

The Sagar Mala initiative will tackle all these challenges by focusing on three pillars of coastline
development as its deliverables namely, port modernization, efficient evacuation and coastal
economic development supported by enabling policy and institutional linkages and finally, providing a
structured approach and framework for ensuring inter-agency collaboration and integrated
development. It will provide the necessary institutional framework that will enable central and state
authorities to work together and ensure inclusive growth of the coastal regions. It will also empower
port administration to be responsible for ensuring development at ports and its related infrastructure.

The Sagar Mala project aims to align with and support the national priorities of the Government
namely, development of Smart Cities, the Ganga water-way and clean-up programs, Make in India
and Good governance.

This note aims at conceptualizing the idea of Sagar Mala by highlighting certain major challenges
faced by the maritime sector today that are hampering its growth and providing certain key
interventions that must be undertaken to address them. In order to achieve its objectives, Sagar Mala
has segregated these interventions into two broad initiatives i the Coastal Economic Regions (CERS)
and Promotion of Coastal Shipping.

CER is being introduced as a concept that will be the focal point for economic development along
count ryds cAaGERI wel | be identified as a | arge
(300-500 km) and 10- 30 km inland and into the sea in order to take a broader regional view of
economic activity that goes beyond the port(s). The CER will hold an integrated and comprehensive
plan of the area, combining the growth potential of the various industrial clusters and economic
activities with the up-gradation and development of both Major and Minor ports simultaneously. The
CER will also develop the transport system for land and water-borne evacuation from and to the ports
on a regional basis thereby ensuring an optimal modal mix that is efficient and sufficient. This will
help prioritize the timely creation of relevant infrastructure.

Hitherto the ports were being developed as individual projects along with their respective linkages to
the hinterland, focussing primarily on the facilities at the port and last mile connectivity. By linking the
Major and Minor ports, various industrial and rural clusters and evacuation infrastructure into a single
system at a larger regional level, a CER will enable seamless and efficient movement of cargo
through the gateways, thereby allowing ports to enhance competitiveness and offer multiple freight
options to end-users. The ports, thus, will actively participate in driving the economic
development of a wider region which is similar to the role large global ports are playing in their
respective countries.
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The Sagar Mala envisages the formation of 10 such CERs along the coastline and inland water-ways
that shall be detailed in a Vision and Perspective Plan to be prepared subsequently.

The second major initiative would be the promotion of Coastal Shipping that can be enhanced through
a mix of infrastructure and policy initiatives related to conducive policy & regulations, port
infrastructure and national mega waterways development projects. Some of the key interventions is
provision of a green channel for coastal cargoes, incentivising use of coastal shipping and
simplification of procedures.

On implementation, Sagar Mala will deliver multiple benefits such as:

I Development of 3-4 modern world scale Mega ports of 200 MT capacity

I Better integrated connectivity in an CER and hinterland

i Fully integrated coastline through dedicated Mega waterways (National navigation channels)
i Shift of modal mix to an optimal modal mix (increase of coastal /inland waterways)

I Seamless dedicated backward linkages with key Transport / Infra projects e.g. DMIC, AKIC,
CBIC, DFC, PCPIR etc.

i 4-6 Coastal Tourist circuits to position India as a prominent tourist destination

T 15 X growth in Coastal / IWT traffic increase over next 20 years

T Capacity augmentation to handle 5X ports traffic increase over next 20 years

i Coastal Economic Regions (CERS) leading to increased GDP/ EXIM

I Significant employment creation in ports, shipping and ancillary areas/ecosystem

T Structured urbanization of coast/rivers and development of riverine/ coastal communities

I Revenue generation though increased economic activity due to all round development of the
coastal cities and tourism

A two tier institutional framework to implement the project is proposed with a Sagar Mala authority at
the Apex and SPVs for each CER at each state level. The role of the Apex would be to integrate, align
and synergize the CERs with each other and other initiatives of the Government within the overall
framework of Sagar Mala. It will provide institutional and capacity support in planning, financing and
execution. The CER level SPVs will be primarily responsible for execution.

The implementation framework also comprises Governing/ Advisory oversight chaired by the Prime
Minister/Minister of Shipping at the Apex level and by the respective Chief Ministers at the state level.
These are expected to guide and expedite the implementation of the project. The alignment of the
Sagar Mala with the proposed NICDA can also be considered with appropriate mechanisms for inter-
ministerial engagement.

The project can be executed through PPP, Government and pure private participation with various
funding options such as a Sagar Mala cess on cargo handled at ports, participation of multi-lateral
institutions (such as World Bank, AllB, ADB etc.), infrastructure bonds etc.

The implementation of Sagar Mala would be phased with a Vision and Perspective Plan as the
immediate next step to establish an overall detailed plan that dovetails into the other Infrastructure
initiatives at both Center and State levels and also identifies the CERs and their development models.
This would be followed by Detailed Project Reports for the various CERs and identified projects for
specific execution.

This note conceptualizes the Sagar Mala initiative by highlighting its key components, their
characteristics, possible options for institutional structure to stimulate inter-agency coordination and
an appropriate funding mechanism.
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2 Sagar Mala Concept

iSagar Mal a0, custome oriented iaitiavg of Government of India to evolve a model of

port |l ed devel opmemtg whearseabhy nlendvidds blecome the gatew
envisages transforming the existing Ports into modern world class Ports on the one hand and

developing new world class Ports, based on the requirement, on the other hand. Sagar Mala aims to

develop Ports, hinterland and efficient evacuation systems through road, rail, inland and coastal

waterways resulting in Ports becoming the drivers of economic activity in coastal areas.

The key components of Sagar Mala Project are:

I Focus on modernization of port infrastructure, transforming the existing Ports to world class
Ports and development of new ports

I Improve hinterland linkages through efficient rail, road and water (coastal and inland
waterways) networks for efficient evacuations

I Engender port led development by promoting Port based SEZS / FTWZs, ancillary industries
such as Ship Breaking, Ship Building / Ship Repair, Bunkering facilities, Container Freight
Stations, Warehousing, Tourism and Waterborne Transport

These three components in turn have to be supported by enabling policies and institutional linkages to
foster collaboration between various agencies and ensure collective development.

2.1 Rationale for the Sagar Mala Initiative

Today, ports carry about 90 %The ¢urrentrppordich ®f Merchangite t r ade
Trade in GDP of India is only 42% whereas for some of the developed countries in the world such as
Germany and European Union it is 75% and 70% respectively (figure 1). Therefore, India still has a
potential to increase its merchandize trade. Mor eover, with the curre
t he proportion of mer chandi se trade i n I ndi a
proportions seen in developed countries. Thus, ports would play a vital role in enhancing trade and
commerce potential of the country by enhancing their operational efficiency and capacity well in
advance of the need.

nt emph
6s GDP
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Merchandise Trade as % of GDP

Figure 1: Merchandize Trade as a percentage of GDP

Source: World Bank data, 2012
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A study of Chinabés export profile and t r eseadbsrnei
traffic of 9 hillion tonnes with a coastline of 15,000 km and port based SEZ s / FTW s dominate EXIM
trade (figure 2).

On the other hand, India has a total sea-borne traffic of only 950 million tonnes with a total coastline
of 7,500 km. Therefore, with a vastly underdeveloped coastline and sub-optimal traffic / coastline
ratio, India has a significant potential of developing its maritime capabilities.

China's Export by Location of Exporters

4%

4%
|

6%

= Coastal
= Hinterland

= Hinterland + River
navigation
Hinterland, adjacent
_B8% to Coastal

Figure 2: China's Exports by Location of Exporters year

Source: National Bureau of Statistics of China, KPMG analysis

It is a known fact that water-borne transport is much safer, cheaper and cleaner compared to other
modes of transportation. Based on global comparison, the percentage domestic cargo transported by
coastal shipping in India is only 7% which is far lower than comparable countries with long coastlines
(figure 3).

35000 - o 42% - 45%
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Figure 3: Share of total coastal shipping in total port traffic

Source: Economic databases, Research reports, KPMG analysis

Further, the optimal modal share for traffic evacuation at major ports through coastal / inland
waterways in India is 2% whereas it should be 10% (figure 4).
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Figure 4: Major Port Traffic Evacuation Modal Mix: Optimal v/s Actual
Source: Rail, Road and Inland Waterways connectivity at Major Ports, May 2014, Ministry of Shipping
Therefore, India has a potential for expanding its capability for coastal shipping. There is also a need

to improve hinterland linkages of ports and transport infrastructure for achieving optimal modal mix for
cargo evacuation at ports.

2.2 Challenges faced by the Maritime Sector in India

The growth of Indi a @aitime sector has been mired by many developmental, procedural and policy
related challenges. Some of them have been enlisted below:

i Involvement of multiple agencies in development of infrastructure to promote industrialization,
trade, tourism and transportation across country

i Presence of a dual institutional structure that has led to development of Major and Minor ports
as individual projects

i Lack of infrastructure for evacuation at major and minor ports leading to sub-optimal transport
modal mix

i Limited hinterland linkages that in turn increases the cost of transportation and cargo
movement

i Limited development of coastal centers for manufacturing, urban and economic activities

i Low penetration of coastal and inland shipping in India due to limited facilities, higher costs
and policy constraints

i Presence of selective mechanization and procedural bottlenecks at ports

i Lack of scale, deep draft and other facilities at various ports in India

2.3 Key I nitiatives required for
Sector

In orderto promote | ndi ads Mariti me s e cdertain jnitiativesetiiaewouldsenahle
inclusive growth of coastal areas by stimulating economic activity, promoting modernization of ports &
port-related infrastructure and ensuring development of efficient hinterland linkages.

Some of such initiatives have been enlisted below:

T AnIntegrated Development Approach that focuses on the following:

o0 Undertake a comprehensive study to assess the port capacity requirements to
promote trade and encourage economic activity

0 Mechanization and modernization of existing port infrastructure and systems to
improve efficiencies

o0 Plan capacity augmentation projects in existing ports and develop new ports where
required
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0 Design and implement efficient multi-modal evacuation

o Development of industrial clusters / SEZs in the vicinity of the port and its hinterland
that will power the economic activity in the region

o Promote Tourism in coastal cities

0 Streamline inter-departmental co-ordination in ports to promote seamless and
efficient interface for the trade.

0 Promote synergistic planning and development across major and minor ports

i Build world class ports with all-encompassing infrastructure, modern and mechanized
facilities and deep drafts

i Promote inland/coastal shipping by building dedicated channels, vessels and facilities

i Simplify policies and promote usage of online channels for information exchanges leading to
seamless and hassle free cargo movement

i Provide enabling policies, institutional framework and appropriate funding mechanism for
promoting collaborative development

2.4 Key Components of Sagar Mala

Sagar Mala is being envisioned as an integrated infrastructure cum policy initiative that will provide a
three pronged approach ford evel opment of Seata foeudirg onvient-development,
port-led development and inland/coastal shipping supported by enabling policies, institutional
framework and funding mechanism to ensure inclusive growth.

Therefore, from development perspective, the Sagar Mala concept has three key deliverables enlisted
below:

i Port Modernization: Transform existing ports into world class ports by modernization of port
infrastructure and existing systems. Also ensure inter-agency coordination for synergistic
development at both major and minor ports

i Efficient Evacuation Systems: Develop efficient rail, road and coastal / IWT networks to the
hinterland and promote Inland / Coastal shipping as a most preferred mode of transportation
i Coastal Economic Development: Encourage coastal economic activity in coastal regions

by:

o Development of Coastal Economic Zones (CEZ), port based SEZs / FTWZs, captive
ancillary industries and

o Promotion of coastal tourism

These three outcomes will in turn be supported by enabling policies, robust institutional structure and
appropriate financing & funding mechanism to ensure inclusive growth.

Figure 5 depicts the complete view of the key components of Sagar Mala concept.
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Develop India’s economic strength along the coastline by transforming ports to become
the economic driver of activities in the region

Port Modernization

* Transform existing
ports into World Class
ports by infrastructure

SAGAR MALA

Efficient Evacuation
Systems
* Dewvelop sfficient rail,
road and coastal / WT

Coastal Economic
Development
* Promote Coastal

Economic Zones (CEZ),

modsrnization and networks to hinterland port based
streamlining systems / * Promote inland / SEZs/FTWWZs & captivs
processes coastal shipping for ) industries
* Ensure interagency cargo maovemsnt lF’romo‘Fe ancillary
industriss

coordination for
synergistic developrsni

* Promots Tourism

Financing and Funding Mechanism

Figure 5: Pillars of Sagar Mala

241 Port Modernization

APort iMpatir mno -gradatier of port and ponp-related infrastructure that would increase
operational efficiency of ports and facilitate trade, industrial activity and tourism in hinterland. This
could be enabled by:

I Automating and increasing use of Information Technology

I Enhancing the capability of the Port Community System (PCS) to cover a larger group of user
communities

I Undertaking a Business Process Re-Engineering exercise in all Major Ports to simplify,
modify and eliminate redundant processes and procedures

I Cost-effective and efficient mechanization of ports ensuring inter-modal cargo handling at
ports and direct port to plant transfers through conveyors and pipelines

I Setting-up of Hub Ports that would facilitate creation of a cooperation mechanism linking
ports, industrial clusters and cities with highly efficient rail/road and coastal networks that
facilitates efficient and secure distribution of cargo.

World class ports and Hub Ports will facilitate better, smoother and efficient port operations
by:

o Making ports capable of handling all types of cargoes

o Providing logistics & value added services

o Providing deep draft berths

o Development of Transhipment centers

o Providing a regional shipping freight system for hub and sub-ports supported by
coastal/ feeder operations

o Providing allied services such as Ship building & repair and bunkering etc.
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o Development of Cruise and Yacht marinas
o Facilitating paperless & seamless transactions

o Encouraging Education, Research & Development activities

2.4.2 Efficient Evacuation System

Building efficient port evacuation system and hinterland linkages would ensure seamless and hassle
free cargo movement through:

2421 Efficient Rail, Road and Coastal/IWT Networks

High-speed rail, road, coastal and inland waterway networks would integrate Industrial Corridors,
economic centers, port-based SEZs and inland cities by:
i Providing dedicated roads/ lanes for domestic cargo movement

I Facilitating hinterland linkages to avoid unnecessary transaction costs

The above will ensure an optimal modal mix for transporting cargo in and out of ports. In order to
ensure a faster development of such networks and linkages it would be beneficial to integrate such
projects with existing Rail/Road/IWT/Airport development projects such as DFC, NHDP etc.

24.2.2 Promotion of Coastal Shipping and Inland Water Transport (IWT)

Coastal Shipping and IWT facilities could be enhanced through a mix of infrastructure and policy
initiatives. Some of such initiatives have been enlisted below:

i Provide Green channel for coastal cargo and easier ingress/ egress from ports

I Simplify procedures on manning norms, fuel taxes and compliances for coastal/ inland
vessels

Incentivize commodities to use coastal mode

-

-

Promote research and manufacturing of equipment and vessels for coastal/ inland use

I Provide provisions for setting up a Coastal shipping promotion fund for development of
coastal shipping

I Provide provisions for a proportionate reduction in CSR obligation for every unit of lowered
carbon emission through coastal shipping and IWT

I Allocate PSU cargo for coastal shipping and IWT usage

I Modernize port infrastructure for development of coastal and inland water transport by:
o Building segregated facilities for coastal / inland vessels

o0 Integrated connectivity of IWT / coastal facilities with rail/ road network

2.4.3 Coastal Economic Development

fCoast al Economic devel opment 0 si gthriodgh asincreasevie | o p ment

economic activity at a port and vice versa. This happens as a result of modernization of port and port-
related infrastructure, which promotes more cargo movement and trade due to efficient logistics and
lower transaction costs. This in turns facilitates growth of the port and the vicinity into a major
economic hub and trade center with multiplication of ancillary and support services.

The development of port hinterland would include:

1 Establishing industrial clusters or SEZs or FTWZs and captive industries in port hinterland and
coastal cities

I Development of ancillary industries in port hinterland

I Increase in Coastal Tourism

I Collaborative growth and development of major and minor ports in the region
2.4.3.1 Industrial Clusters / Port-based SEZs / FTWZs and Ancillary Industries

Systematic development of Port based industrial parks, promotion of captive industries and ancillary
facilities would drive economic activity in port hinterland. The key industries in such industrial areas
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would include Ship Repair, Ship Building clusters, Ship Breaking industries, Bunkering facilities,
Container Freight Stations, Dry Ports and Warehousing facilities, industries requiring significant import
of raw material and industries will large export potential. This economic activity would be supported by
modernization of ports and efficient hinterland linkages and will ultimately result in increase in cargo
movement at ports.

2.4.3.2 Coastal Tourism

Tourism is another major service oriented economic activity in a region that is effected by the
movement of people to particular location for leisure, recreation, religious or any other special
purpose. Development of certain coastal cities into world class tourist destinations with dedicated port
infrastructure to handle both local people movement and cruises can result in economic growth and
development of the area.

The following are some categories for tourist destinations in India:
I Specialty destinations

i Cruise destinations
i Cultural heritage destinations
i Sports and recreation destinations

In addition to cruise and circuit-based tourism for domestic and international tourists, similar to road
and rail tourism, coastal tourism can also be incubated by facilitating ownership of individual boats
and yachts and weekend getaways. This would comprise provision of marinas for parking the boats,
ease of issue of licenses (such as obtaining driving license for driving cars etc.), registration norms for
boats, fueling and allied services for facilitating individuals to use water-borne transport for their
casual trips to locations along the coast.

Annexure 2 provides a pictorial view of key tourist destinations in India.
Annexure 3 provides a case study on development of tourism in coastal cities

2.4.3.3 Regional #APort Systemo

A Regional fiPort Systemd comprises multiple ports that are structured in a network such that it
effects comprehensive development of all the ports (both major and minor) within a state or a region.
It envisages the creation of port and shipping infrastructure in the form of Hub ports that are
supported by coastal / inland feeder shipping and sub-ports, offering a single seamless interface to
the customer and cargo in a coordinated manner. Further, it fosters development of a Regional
Transport System connecting all ports and economic centers in CEZ(s) through land and sea/water
networks.

2.5 Broad initiatives under Sagar Mala

In summary, the 3 key deliverables of Sagar Mala would be Port Modernization, Efficient Evacuation
Systems and Coastal Economic Development. In order to achieve these, the 2 broad initiatives that
will drive Sagar Mala are:

1. Development of Coastal Economic Regions (CER)
2. Policy initiatives to promote coastal shipping and seamless operations in Ports

These are elaborated in the succeeding section.

251 Coastal Economic Regions (CER)

Under the Sagar Mala initiative, Coastal Economic Region (CER) will be created. A CER is a
contiguous region comprising Major and Non Major Ports and their hinterland.
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Sagar Mala
An Integrated Iitfra — cum - Policy Initiative
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Figure 6: CER as a program initiative integrating the marine and coastline development interventions

The development of a Coastal Economic Region has three components i.e., Modernization of Ports
and New Ports, Hinterland Connectivity and Port Led Development. A Regional plan would be
prepared that will study the business potential of the identified MER, infrastructure gaps inhibiting
growth and barriers to trade. The objective of the plan would be to integrate the growth potential of the
industrial clusters, smart cities and economic centers in the MER with the capacity and modernization
requirements at the ports and align the freight system (road/rail/IWT/Coastal) evacuation linkages with
these. It will also identify institutional/ capacity bottlenecks that impede seamless EXIM/domestic
trade.

The CER is thus, the integrating mechanism to implement the various interventions for promoting the
maritime sector by planning, coordinating, financing and executing the projects across various state
and central agencies on a larger regional basis. The CER plan will cover Modernization of existing
ports (both Major and Non-major) and establishment of new ports, efficient hinterland linkages and
evacuation system and port led development of new/ existing industrial and maritime clusters.

25.1.1 Modernization of Ports and New Ports

Before taking up the development of CERs, Sagar Mala Project would get a perspective plan
prepared for the entire Indian coastline. This plan would help in identifying the best locations for
developing new Ports from techno-economic feasibility point of view. Based on the requirements of
the Trade, development of new ports would be taken up either as Major Ports or Non Major Ports.
The first pillar of Sagar Mala Project would include modernization of existing Ports to world class
Ports. This would involve mechanization, creation of new capacity, passenger, cruise facilities,
tourism and recreation related projects and also seamless systems cutting across different agencies
in the Ports such as Customs, Port Authorities, Health and Security Agencies. Developing deep
drafts wherever necessary to handle future generation ships is also an integral part of this component.

The Operational efficiency of ports would be enhanced by undertaking business process re-
engineering to simplify processes and procedures. Increased use of information technology and
automation to ensure paperless and seamless transaction for the port users is another important area
for implementation. Modernization would also involve environment-friendly initiatives such as use of
Solar/ green power, deploying shore power for ships at berth to reduce emissions, appropriate
discharge of ship waste and sludge etc. Thus, transforming ports into green ports which can co-exist
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in harmony with coastal communities and eco-systems would be an important agenda for continued
alignment with international norms and recognition of India as a major international maritime nation.
The creation of modern fishery harbours would be another step in this direction for the sustainable
growth of coastal communities while providing distinct business impetus to the fishing industry.

25.1.2 Efficient Hinterland Connectivity

Providing adequate road and rail connectivity and also connecting through water transport would be
the second focus area. Development of Inland Waterways, connecting Ports to the hinterland and
also to coastal shipping would be integral part of this pillar.

The Sagar Mala Project would also focus on policy initiatives at national level to promote coastal
shipping through simplification of procedures and better inter-agency co-ordination for seamless
operations in ports. These initiatives would benefit all CERs and ports in general.

2513 Port Led Development

Development of Port based industrial parks, promoting captive industries and ancillary facilities would
comprise the third area. This includes Ship Repair, Ship Building clusters, Ship Breaking industries,
Bunkering facilities, Container Freight Stations, Dry Ports and Warehousing facilities. Systematic
development of these facilities around Ports would power economic growth in the CER.

2514 Physical Characteristics of a CER
A CER will have the following characteristics:

A Single state based economic region that will encompass both major and minor ports within a

state
A Can extend along 300 to 500 km of coastline and 10 to 30 km inland/offshore
A Enable identification of new ports and industrial / economic clusters within a state, as required
A Foster development of maritime ecosystem and extended supply chain e.g. logistics, shipping

agencies, service providers, education & training, etc. through institutional and/or
infrastructure mechanisms

A Enable sustainable growth of the rural communities by providing employment opportunities
and ensuring economic development of the region

Currently, 10 CERs have been identified as depicted in Annexure 1 (replicated in Figure 7).
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Figure 7: Concept and Indicative view of CERs in India

2.5.2 Coastal Shipping and Inland Waterways (IWT)

Coastal Shipping and IWT can be enhanced through a mix of infrastructure and policy initiatives
related to conducive policy & regulations, port infrastructure and national mega waterways
development projects.

The development and infrastructure modernization initiatives must be supported by conducive
policies and regulations that foster growth and development of Coastal Shipping and IWT. Some of
the policy initiatives have been enlisted below:

I Provide Green channel and easier ingress/ egress from ports

I Simplify procedures on manning norms, fuel taxes and compliances for coastal/ inland
vessels

I Incentivize commodities to use coastal mode
I Promote research and manufacturing of equipment and vessels for coastal/ inland use

I Provide provisions for setting up a Coastal shipping promotion fund for development of
coastal shipping

I Provide provisions for a proportionate reduction in CSR obligation for every unit of lowered
carbon emission through coastal shipping and IWT

I Make allocations for coastal shipping and IWT usage for PSUs
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2.6 Alignment with key national priorities

The Sagar Mala project is also aligned to the other national priorities of the Government and dovetails
the program deliverables into those namely:

1. Development of Smart Cities: Cities such as Vizag, Krishnapatnam are likely to be focal points of
the CER in Andhra Pradesh. Similarly, the other CERs will work towards the planned growth of
other port towns / clusters into smart cities.

2. Ganga Waterway and Clean-up projects: The Sagar Mala envisages seamless connectivity of the
sea-borne cargo with Inland Waterways for hinterland movement of which the NW-1 is a critical
component. Further, Sagar Mala envisages a holistic development of riverine trade, transport and
tourism. It will leverage the ongoing projects for the cleanup of the Ganga and its beautification to
develop tourism circuits and support organized industrialization in the inland CER in order to
reduce the impact of pollution.

3. Good governance: Sagar Mala aims to move all transactions online, re-engineer processes and
effect seamless administration through use of IT and organization enablers to offer better services
to users and customers.

4. Make In India: As this report elaborates, the Indian coastline is under-utilized for purposes of
export. The development of CERSs integrating existing and new coastal industrial clusters, SEZs,
FTWZs and port infrastructure will enable export oriented manufacturing in India.

5. Reducing Transaction costs: The use of simplified processes and seamless information and
goods movement is expected to reduce transaction costs and enable businesses and trade to
become more competitive.

2.7 Institutional Framework

A robust institutional structure is necessary to ensure synergistic, coherent and accelerated
development of coastal regions by coordinating efforts between different Central and State agencies.

Given the size and complexity of the Sagar Mala concept a two i tier operating institutional framework
with a corresponding Governing/ Advisory track should be adopted to implement and oversee projects
and programs under Sagar Mala to balance flexibility and speed of execution. The implementation
models for these projects could include public i private partnership (PPP), non i PPP and other
project-specific arrangements.

The key tiers in the operating institutional framework of Sagar Mala are as under:

I Tier 1: The Sagar Mala Project would be implemented by a Sagar Mala Company at the
national level. This would be chaired by Secretary (Shipping) and would be a Company
registered under the Companies Act. The Board of Directors would include representatives
from Railways, Roads, Department of Economic Affairs and Department of Revenue etc. All
operational decisions would be taken by the Board of Directors of this Company. Further, any
projects spanning multiple states/CERs or requiring inter-agency coordination at the Central
level would be executed by the Sagar Mala Company.

I Tier 2: To develop each CER, a Special Purpose Vehicle (SPV) would be formed with equity
participation from the concerned State Government and the Sagar Mala Company. The
management of the CER SPV would vest with the State Government. The CER SPV can be
chaired by the Chief Secretary of the State and Managing Director would be selected by the
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State Government. The CER SPV would be responsible for implementing the DPR prepared
for the development of the CER.

Governing/Advisory Structure:

I To guide the apex Sagar Mala Company, there would be a High Powered Governing/
Advisory Group chaired by the Prime Minister / Minister of Shipping with Cabinet Ministers
from the relevant Ministries and Chief Ministers of Maritime States as Members. This
Governing/ Advisory Group would review the progress and set the direction for the Project on
a quarterly basis.

I Correspondingly, to guide the state i level CER SPV, there would be a State Level Governing/
Advisory Group chaired by the Chief Minister of the concerned State. This Group would
review the progress of the Sagar Mala Project in the state every quarter.

The DIPP has proposed the formation of a National Industrial Corridor Development Authority
(NICDA) as an apex body for corridor projects such as DMIC. The option to include the Sagar Mala
within the ambit of the NICDA can be considered to bring homogeneity in execution, leverage the
synergies of planning & financing and simplify the institutional structure. In such a scenario, the Sagar
Mala Company could be aligned with the NICDA as per an appropriate mechanism for mutual
participation.

2.8 Implementation Model

The implementation of the project would be undertaken in a phased manner as follows:

1 Preparation of Vision and Perspective Plan

2 Preparation of Detailed Project Reports (DPRS)

3 Formation/ constitution of implementation agencies

4 Execution of the CERs/ Sagar Mala projects as per DPR

2.8.1 Preparation of Vision and Perspective Plan

The Apex Sagar Mala Company would get a comprehensive Vision, Strategy and perspective plan
prepared for the entire Indian coastline/waterway routes. The perspective plan would comprise the

following:

9 Assessment of the estimated traffic potential for the next 30 years

9 Assessing the port capacity which requires to be created to meet the requirement and the best
locations to establish new Ports/ expand existing ports including World scale Hub Ports

9 Identify and delineate State-wise CERs

i Broad plan for each CER T key industries, focal clusters/SEZs and smart cities

i Integration of the Sagar Mala components with existing and proposed initiatives at the Center and
State level e.g. rail freight corridors, Industrial corridors such as DMIC, BMEC etc., maritime
clusters of state maritime boards etc.

9 Developing the hinterland linkages i road/ rail/ IWT and coastal transport using hub-feeder
shipping

9 Shelf of projects at the CER and Sagar Mala levels

i Vision, broad objectives and quantified targets for the Sagar Mala project

9 Strategy for the development of Sagar Mala
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1 Implementation and Institutional Framework

9 Funding and financing arrangements at an Apex level i including options for bilateral cooperation
with other countries for promotion of trade,

2.8.2 Detailed Project Reports

The next phase would consist of preparing the Detailed Project Reports for each CER/Sagar Mala
project. The Sagar Mala Company would get the DPRs prepared for development of each CER within
the overall Perspective Plan. The CER plan will comprise all the three components and seek to
integrate the development of a region as whole by identifying both institutional and infrastructure
gaps/bottlenecks to the future growth potential. It will identify a basket of Projects which need to be
taken up to promote the growth of CER. The Projects to be taken up may fall under the following
categories:-

1. PPP-able Projects
2. Projects to be taken up by the Private Sector
3. Projects to be taken up purely by Government agencies

The DPRs will provide among other items, the detailed financing plan, the execution models,
implementation schedule and clearly identify responsibilities at the state level and role of the Sagar
Mala Authority. The Sagar Mala will ensure sharing of best practices across CERs/Projects,
consistency in approach, program objectives and development models while allowing for local
contexts.

Formation/ constitution of implementation agencies

Based on the perspective plan, the formation of the agencies at the Apex and State would be
undertaken. The recruitment / appointment of officers and professionals from the Government and
private sector would be undertaken along with the necessary approvals and legal requirements for
setting up the Sagar Mala company and/or other SPVs. The state level SPVs would be undertaken at
the necessary stages as elaborated in the perspective plan and/or the DPR.

Execution of the CERs/ Sagar Mala projects as per DPR

The CER SPV at the State Level will have the responsibility to prioritize the Projects in the DPR and
implement the action plan. Each CER SPV would be provided funds based on the approved DPR by
the Apex Sagar Mala Company and the State Government. The CER Company may provide Viability
Gap Funding (VGF) for PPP Projects from the priority list. The CER Company may also take up
some important Projects from its own funds. One important task of the CER Company would be to
tap the resources of various developmental agencies of the Central and State Governments and
monitor the developmental Projects taken up by them in the Coastal Economic Region. This will
include Projects such as Industrial Corridors, Railway Projects, NHAI Projects, Projects by State Level
agencies etc.

2.9 Funding Mechanism for Sagar Mala

Since the implementation of the Sagar Mala Project would require considerable funding by
Government of India, therefore

i A Development Cess of Rs.10 per metric tonne can be collected for handling EXIM cargo
1 Similarly for coastal cargo Development Cess can be Rs.5 per metric tonne

Based on 2013-14 cargo figures, this would amount to Rs.900 crores. This cess will be credited to
the Consolidated Fund of India and will be administered by the Ministry of Shipping for the exclusive
purpose of funding the Sagar Mala Project.

In addition to this and the private sector investment coming in through PPP or private sector projects
in the Sagar Mala, the other sources of funds would be the development funds of the respective
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state/central agency, Infrastructure Bonds and multi-lateral agencies such as JICA, World Bank, ADB
etc. The setting up of the new Asian Infrastructure Investment Bank (AlIB) is one of the new avenues
to be explored. The options for leveraging the NICDA, were the Sagar Mala to form a part of it, would
be considered.

2.10 Key Benefits of Sagar Mala

Sagar Mal a is an integrated infra c¢um ptorlthatcwil
contribute to the inclusive growth of the Indian economy. The key preliminary/indicative benefits of
Sagar Mala initiative have been enlisted below:

Infrastructure and Developmental Benefits:

i 3-4 modern world class Mega ports of 200 MT capacity each
I Transhipment terminal as a Regional Container Hub

i Establishing 10 state - specific Coastal Economic Regions that will foster economic growth in
ports and their hinterlands

i Better integrated connectivity in an CER and hinterland
i Fully integrated coastline through inland and mega waterways (National navigation channels)
i Greenfield / brownfield options for river & coastal ports

i Shift of modal mix to an optimal modal mix (increase of coastal shipping and inland water
transport)

I Seamless dedicated backward linkages with key Transport / Infra projects e.g. DMIC, AKIC,
CBIC,DFC, PCPIR

i 3-4 Coastal Tourist circuits to position India as a prominent tourist destination
Economic Bengefits:

i 15X growth in Coastal / IWT traffic increase over next 20 years

i Capacity augmentation to handle 5X ports traffic increase over next 20 years

i Coastal Economic Regions (CER) leading to increased GDP/ EXIM

i Significant employment creation in ports, shipping and ancillary areas/ecosystem

i Structured urbanization of coast/rivers and development of riverine/ coastal communities

I Revenue generation though increased economic activity due to all round development of the
coastal cities and tourism
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Figure 8: Preliminary /Indicative Projections of Coastal Cargo for next 20 years due to increased
Economic Activity
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Annexure 1: Potential CERs in India

Currently 10 CERs have been identified. The pictorial representation of the same has been provided
below:
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Figure 9: A pictorial representation of potential CER(S) in India
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Annexure 2: Major Tourist Destinations in

India
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Figure 10: A pictorial representation of key tourist destinations in India on the coast/ rivers
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Annexure 3: A Case Study on Coastal
Tourism Development

Developing tourism destinations

As discussed in section 2.4.3.2, the port cities could be developed into below categories of tourist
destinations:

i Specialty destinations

i Cruise destinations

I Cultural heritage destinations

i Sports and recreation destinations

The above categories of destinations have been mapped port-wise and state-wise in the map below
(figure 10).
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Figure 11: A pictorial representation of key tourist destinations in India on the coast/ rivers

It can be observed from the map above (figure 11) that Indian ports have huge competitive advantage

as coveted cruise ports due to their:
1  Strategic locations
i Abundance of touristbés delights
1 Excellent connectivity options

Leveraging on the above factors, some of the cruise options which could be developed are (shown in
the figure 12 below):

1 Allahabad i Haldia

T Haldiai Paradip 1 Vishakapatnam i Chennai
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i Cochini Marmugao i Mumbai

Figure 12: Potential cruise options in India

There are various types of cruise packages which could be developed which are listed below:
i Fly-Cruise-Fly Package

i Cruise-Fly-Cruise Package

I Backwaters Cruise

i Culinary Adventure Cruise

i Ayurveda Rejuvenation Cruise

i Heritage Cruise

Developing India into a major cruise destination would require:

i Extensive brand building exercise to promote India as a cruise destination
i Dedicated cruise cell for seamless inter-agency integration

i On board and on shore facilitations

i Dedicated infrastructure

Cochin port had successfully undertaken several initiatives in the past to develop Cochin as one of
the major cruise ports. These initiatives not only helped to increase the traffic of cruise tourists arriving
at Cochin but also facilitated in establishing Cochin as one of the major tourist destinations in India
and across the world. These initiatives as undertaken by Cochin port are listed below:

i Assured clean berths for cruise ships
i Priority berthing

i Concessional tariff

I Fast track clearances

I Pre-paid taxis, coaches etc.

i Tourist facilitation centers
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