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Increasing trade in goods and
services led to the emergence
of global supply chains and
created demand for just-intime deliveries. This sector
witnesses high growth due
to off shoring/outsourcing,
demand for value added
logistics. Tariq Ahmed, with
the help of industry stalwarts,
analyses the growing potential
and hidden challenges of the
express cargo industry.

O

ver the years, in addition to convenience, companies started
looking at speed and reliability, and it was then when the
industry became more organised and private air express
companies entered in India. In earlier days, express companies
were used for only time sensitive documents. As companies
became organised and started catering to far off markets,
the timely delivery of goods to their target markets became
increasingly necessary. Thus in addition to documents, light
weight trade samples and emergency shipments were also being
sent through air express companies. The small industrialists,
in their efforts to escape tax restrictions, looked out for third
party services. These took full responsibility for transport/
transfer of almost anything from anywhere.
In the present business environment, speed to market is of
crucial importance for most industry segments. Businesses need
logistics services tuned to such requirements for reaching out
to the customers within tight timelines, delivering products.
The speed of deliveries is critical for garnering sales across
regions, meeting customer expectations and maintaining the
business competitiveness. The express industry, by creating
an integrated door to-door linkage across domestic and
international regions along with shipment tracking facilities
serves the need for time sensitive logistics services.
Express industry is a premium segment of the logistics industry,
providing logistics services for movement of time sensitive
shipments. By creating an integrated chain including multimodal transport modes, both air and surface, express industry
has fine-tuned the logistics process for timebound deliveries of
shipments across domestic and international regions.
“The express industry has always been innovative. Even
before the advent of the World Wide Web, the international
express companies and their partners in India used to have
their own intra net both for communications as well as for
track and trace of shipments. Technology in fact was, and still
is, a key driver for the growth of the industry. Internationally,
express operators are the largest aircraft operators, having
fleet larger than traditional airlines. Express companies were
the pioneers who introduced cash on delivery (COD) which
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“The express industry has always been innovative. Even before
the advent of the World Wide Web, the international express
companies and their partners in India used to have their own
intra net both for communications as well as for track and trace
of shipments.”
Vijay Kumar, COO, Express Industry Council of India
today drive the ecommerce growth. Way back in the 1990s when cash
on delivery was first offered by express companies it was a service
offering for the direct marketers like “as you see on TV” kind. And
COD became a unique offering pioneered in India,” says Vijay Kumar,
Chief Operating Officer, Express Industry Council of India.

Main Features of the Industry
• End-to-end logistics solution: Express delivery services provide
a complete chain of solutions from the collection of shipments at
the doorstep of the consignor to packaging, transportation, storage,
clearances and the final delivery of shipments. For cross-border
movement of goods, express delivery services include handling of
custom clearances and payment of relevant duties as well.
• One-stop solution: Express delivery services act as a one-stop
solution for handling all logistics related requirements of the
customers. Given the integrated nature of service, the customer
needs to deal with only one operator in the entire value chain of
service.
• Time bound service: Time bound delivery is the most critical
aspect of the express industry. The delivery timelines ranges from
24 hours to 72 hours for most destinations, In addition to the
day definite delivery, express industry also provides time definite
delivery services.
• Tracking and Delivery confirmation:
Express delivery services provide real time
tracking of shipments to enable visibility
to the customer on the movement of
goods and provides delivery confirmation
for the shipments.
• Global reach: Express delivery services
links to a large number of destinations
across regions providing global reach to
its customers.
• Premium pricing: An express delivery
service is the premium segment of the
logistics industry and is priced at a
premium compared to the traditional
delivery services given the time-bound
nature of services. Compared to the
conventional carrier services, the express
industry is focused on fast and reliable
delivery of movement of goods with an
end-to-end integrated service under the
control of one operator.

The Indian Picture
The birth of the air express industry was just the right kind of tonic
that the Indian logistics industry needed. In the mid-eighties, the
express industry in India witnessed a steady
growth of about 30-35 per cent per annum.
The decade also saw the entry of some major
express companies like Blue Dart, Elbee and
Skypak. International air express companies
like Federal Express (FedEx) and United
Parcel Service (UPS) also ventured into the
Indian market through tie-ups with Blue
Dart and Elbee, respectively. During 1991-96,
after the opening up of the Indian economy,
the express industry continued to grow at
30-35 per cent annually. During this period,
major service providers like DHL, Blue Dart,
Elbee and GATI consolidated their position
in the Indian market. The semi-organised
and intra-city service providers further
exploited the Indian market. This lead to the
classification of the Indian express market
into premium, moderate and low-priced
segments.
International business accounts for
approximately 40 per cent of the revenues

BY CREATING AN INTEGRATED

CHAIN INCLUDING MULTI-MODAL
TRANSPORT MODES, BOTH

AIR AND SURFACE, EXPRESS
INDUSTRY HAS FINE-TUNED

THE LOGISTICS PROCESS FOR
TIMEBOUND DELIVERIES OF

SHIPMENTS ACROSS DOMESTIC
AND INTERNATIONAL REGIONS.
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“Express cargo is integral to many facets of modern life and
the distinction between express and general air cargo continues
to blur. There is an urgent need for robust infrastructure and
policy support to drive efficiency to keep up with the growing
need of express cargo.”
Mike Chew, CEO, AISATS
of the express industry. Almost all of the international business is
done through the organised sector and to some extent by EMS
Speed Post. The consignments handled by express companies
can be broadly classified into two types: documents and packages
(non-documents). Documents are any material comprising paper
such as correspondence, bills/invoices, brochures, catalogues,
manuals, books etc., which generally do not have any commercial
value and are no dutiable. Packages are items that do not satisfy the
conditions of documents. Typically non-documents are items that
may or may not have commercial value,
such as samples, CKD units, machinery,
electronic parts/goods, spare parts etc.
All the international consignments
carried by larger express companies are
shipped by air. They use either their own
aircraft or commercial flights out of India.
Use of commercial flights out of India is
beneficial as this gives one the flexibility
to choose from a variety of airlines. In 1979,
DHL Worldwide Express was the first to
enter the Indian market through a tie-up
with Airfreight Ltd (now known as A-FL
Ltd). The first corporate house in India
which started using their express service
was ONGC. This in a real sense was the
beginning of the express industry in India.
The express industry in India has come
a long way from its origin in modern form
in 1980s. The industry has grown in size
and reach. A significant number of players
have scaled up their operations and are
large businesses in their own right. The
industry has invested in information
technology systems and set up good
processes and proprietary systems capable
for handling large volumes.

reserved segments at twice the postal department rates. The proposed
regulation, when implemented, is likely to have an adverse impact on
private players in the express industry as it will lead to loss of volumes
for them, especially from documents segments, and weaken their
competitive position vis-a-vis the government postal department. The
impact will be higher for medium and smaller players who have higher
dependence on documents business. The issue of high operating costs
is another area of concern for the industry. The inflation in major cost
elements like manpower, transportation, airport infrastructure costs
have been high in recent times leading to
pressure on the operating margins for the
industry.
As the express delivery industry is
largely dependent on air transport, it has
benefitted a lot from the modernisation
programme of airports. Although airport
modernisation has facilitated the express
industry, there are still some areas of
concern. One problem area has been the
adequacy and cost of space and allied
facilities made available to the express
delivery services industry in the usage
charges of equipment in privatised
airports.
Typically, the aviation network forms
an intrinsic part of the air express system.
Mike Chew, CEO, AISATS speaks about
a few major challenges of the industry.
“Proliferation of e-commerce, access
to markets and rise in the purchasing
habits of consumers are offering huge
opportunities for the express cargo
industry in India. Express cargo is integral
to many facets of modern life and the
distinction between express and general
air cargo continues to blur. There is an
urgent need for robust infrastructure
and policy support to drive efficiency to
keep up with the growing need of express
cargo. In this context, the development
of dedicated express cargo zones and the
adoption of modern technology within the
airfreight terminal can lead to increased
delivery capacity and shorter delivery

THE CONSUMPTION DEMAND IN

INDIA IS EXPECTED TO GROW AT
TEN PER CENT OVER THE NEXT

TEN YEARS FUELLED BY HIGHER
ECONOMIC GROWTH AND THIS

WILL IN TURN PUSH THE DEMAND
FOR ITEMS LIKE ELECTRONICS,

Major Concerns Still Remain
The proposed Postal Bill poses a threat
to the express industry. The bill proposes
to reserve normal mail under 150 grams
and express mail under 50 grams for
the government postal department and
allow registered players to service these
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GARMENTS ETC, IN TURN

CREATING ADDITIONAL DEMAND
FOR THE EXPRESS INDUSTRY.
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“With ever-increasing e-commerce demand, the demand for
express cargo has increased rapidly. This requires adequate
infrastructure to process the cargo swiftly and cost-efficiently.”
Binaifer Jehani, Director - Industry and Customised Research, CRISIL
windows. For example, AISATS operates an airfreight terminal at
Kempegowda International Airport in Bengaluru, which handles
210,000 tons of perishables, transshipment, express courier, special
cargo and general cargo. For smooth movement of international and
domestic express courier, EICI (Express Industry Council of India)
has a separate small terminal within the AISATS Air Freight Terminal.
With EICI taking care of all the necessary regulatory procedures of
the express courier movement, AISATS manages to move priority
cargo on time. E-commerce has grown at a CAGR of 34 per cent since
2009 with a subsequent rise in e-Tailing. Success of e-Tailing lies in
the efficient operation of the supply chain for which agile air cargo

progressively bringing about change. “Infrastructure continues to be
a major challenge. There needs to be substantial capacity building at
reasonable costs for express operators at several Indian airports. If you
take international examples like the FedEx hub in Memphis or the
UPS Worldport, you will see that wherever there are good express
industry infrastructure in place, it has led to substantial job creation,
manufacturing growth as well as development of the entire ecosystem.
India needs to move in that direction. There have been positive
changes on regulatory environment including Customs. However
lot more needs to be done to ensure the regulatory constraints are
removed for ease of doing business,” says Kumar.

The Growth Drivers
The time bound delivery along
with custodial control and
strong IT systems are the main
service differentiators of express
delivery services. Given the
benefits of reduced delivery
time and assured delivery, the
growing preference of just-intime approach for inventory
to reduce inventory costs, the
need to minimise loss of sale
opportunities, and the rising
end-consumer demand for
quality logistics services, express
delivery services are increasingly
becoming the preferred mode
of logistics for a large number of users. The primary growth drivers
for the express industry are overall economic growth, increasing
penetration within existing and new customer segments, growing
reach and network of the express industry, and introduction of newer
products under express delivery services. Here we discuss some of the
major growth drivers in detail.

Express delivery services provide
a complete chain of solutions
from the collection of shipments
at the doorstep of the consignor
to packaging, transportation,
storage, clearances and the final
delivery of shipments.

movement plays a vital part.”
On similar lines, Binaifer Jehani, Director - Industry and
Customised Research, CRISIL says, “With ever-increasing
e-commerce demand, the demand for express cargo has increased
rapidly. This requires adequate infrastructure to process the cargo
swiftly and cost-efficiently. Ministry of Civil Aviation aims to develop
cargo villages near airports, which we believe will enable the industry
to have efficient transfers with faster processing. Besides, NCAP
highlighted that airport operators will be encouraged to provide
space for at least ten years lease to express cargo freighters who may
then develop dedicated infrastructure to improve their operational
efficiency.”
Improved infrastructure and facilities at airports are essential
for cargo handling operations. The Indian Government has realised
that the air express industry is facing bottlenecks and has been
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• Financial Growth
The growth in express industry, similar to the logistics industry,
is closely linked to the level of economic activity in the country. In
the United States and the European Union, the share of logistics
industry in GDP is estimated to be approximately eight per cent
and seven per cent, respectively. In Japan, logistics spends form
approximately 11 per cent of its GDP, while in China, the figure
is as high as 18 per cent. In the case of India, various sources have
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“I hope that the industry is becoming mature and the major
change that could happen is a shift in goods movement from
manufacturer to consumer/wholesaler/trader directly. This is a
direct effect of GST.”
PC Sharma, CEO and Whole Time Director, TCIEXPRESS
like electronics, garments etc, in turn creating additional demand
for the express industry.

• The Ever Growing Network
Primary interactions reveal that the business from smaller cities and
town is limited. The business is primarily generated from metros
and major cities at present. However, with the growing importance
of non-metro centres as manufacturing and consumption centres,
these centres are expected to be a major demand driver for the
express industry.

• Introduction of New Products

GIVEN THE BENEFITS OF REDUCED DELIVERY
TIME AND ASSURED DELIVERY, THE GROWING
PREFERENCE OF JUST-IN-TIME APPROACH FOR
INVENTORY TO REDUCE INVENTORY COSTS
ETC, EXPRESS DELIVERY SERVICES ARE
INCREASINGLY BECOMING THE PREFERRED MODE
OF LOGISTICS FOR A LARGE NUMBER OF USERS.
indicated the share of logistics in GDP to be 11 per cent to 13 per
cent. While the estimates on the size of the industry vary, it is
widely accepted that the logistics industry forms a significant
part of any economy and grows in tandem with the economy.
Within the economy, certain industry segments like organised
retail, e-commerce, consumer durables, electronic products, and
healthcare are likely to witness higher than average growth in
the economy. These industry segments will be the major demand
drivers for the express industry. Express industry is also expected
to receive a fillip from the higher level of consumption demand
in the country. The consumption demand in India is expected
to grow at ten per cent over the next ten years fuelled by higher
economic growth and this will in turn push the demand for items
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Certain segments like pharmaceuticals require specialised services
like temperature-controlled logistics, which are offered today by a
handful of players only. Similarly, value added services for import
cargo movement would result in the growth in import cargo
movement via express delivery services. As the express industry
creates products and solutions catering to the specific needs of
different industry segments, the penetration levels of the express
industry will increase leading to growth for the industry. Some of
these products can potentially create fresh markets for the express
industry and its customers.

What to Expect?
The economic growth in the country and the consequent trade growth
will be primary growth driver for the express industry. The growth in
current customer industry segments and expansion into new industry
segments will be demand drivers for the express industry. In addition,
increase in reach through expansion of network and new products
like temperature-controlled logistics, services for importers and
others will provide additional growth of the industry. Any slowdown
in economic activity, both local and global, will dampen the growth
for the Indian express industry. Further, the industry faces risk
from implementation of a restrictive postal act and substitution of
documents in physical mode with that in electronic form.
As a concluding note, PC Sharma, CEO and Whole Time
Director, TCIEXPRESS says, “I hope that the industry is becoming
mature and the major change that could happen is a shift in goods
movement from manufacturer to consumer/wholesaler/trader
directly. This is a direct effect of GST. We also foresee a fruitful year
for the organised players in the industry since the governance and
compliance will play a larger part in the business. They will get major
share of the market and we expect our business to grow much faster
than before.”

