
E. C. 108

ESTIMATES COMMITTEE 
1958-59

THIRTY-EIGHTH REPORT
(SECOND LOK SABHA)

ISTRY OF TRANSPORT & COMMUNICATIONS 
(Department of Transport)

EASTERN SHIPPING CORPORATION LTD., BOMBAY
fit

WESTERN SHIPPING CORPORATION (P) LTD., BOMBAY

LOK SABHA SECRETARIAT 
NEW DELHI 

AitHU m m h a i i r a  1881 (5)



CORRIGENDA

THIRTY-EIGHTH REPORT OF THE ESTIMATES 
COMMITTEE. (SECOND LOK SABHA)

1, Page 12, Para 34: For ’w ith ’ occuring in  the
la s t  sentence oi' t h is  para, read ♦from’

2. Page 2 0 ,Para 59; For ’co n tra ct’ occuring in
the th ird  sentence o f th is ,p a ra  read ^contact

3* Page 21: For ’ sc r u p lo u s ly o c c u r in g  in  the 
middle o f the s ix th  l in e  from above read 
’ scrupulously’ .

4* Page 21, Para 61; Omit ’th ere fo re ’ occuring  
in  t h e  s e v e n th  l in e .

5. Page 27, Para 76: Read ’w ith in ’ fo r  ’w ith’ in
the f i f t h  l in e .

6 . Page. 26 : Omit F oot-note.
7 . Page 29: Put an a ste r isk (* ) against ’Scindias»

occuring in  th e , sec tio n a l “heading and Add 
the fo llow in g  fo o t-n o te  in  the bottom ot . 
th is  page ' • .
♦ ’’The add itional inform ation in  th is  regard 

furnished by the M inistry on the 13th 
March, 1959 i s  reproduced in Appendix V.**

6 . Page 30: For ’European.’ Read ’f b r e i ^ ’ .
9 . Page 44, Para 126: Read ’Companies’ For «Corpora<

t io n s ’ occuring in- the th ird  & ninth l in e s .
0 . Page 45, Fara 127: Read ’A sso c ia tio n ’ For

’Conference’ in  the ninth l in e .
1. Page 47: For ’A ccnts’ appearing in  the Foot­

note on th is  page read ’Accounts’ .
2. Page 4fi: For ’Companie’ occuring in  the f i r s t

sentence o f  the Foot-note on t h i s  page 
Read ’ Companies’ .

3* Page 51: Para 143: In sert ’of* between *be’
and ’ad-hoc’ occuring in  th e  la s t  sentence  
o f t h i s  para.

P.T.O,



2

Para 150j Read * would* fo r  
in -tW 'th fr te e iith .

15 . rage 54, Para 156*.
( i )  Add * th e ’between *of* and ^crew* 

in  the fourth lin e*
( i i )  Add ‘prescribed* between ‘Agreement* 

and ’by’ in  the f i f t h  l i n e ,
16* Page 57I Para 164:

( i )  Add ’th e ’ before ’Corporation* 
occuring in  the f i r s t  l in e ,

( i i )  A ^  ’th e ’ before ’s ta ff*  in  the  
. eighth l in e .

( i i i )  S u b stitu te  *are’ fo r  *were’ in  the  
six teen tn  l in e  anST^are* fo r  ’is«  
in  the seventeenth l in e .

17* rage 59, Para 167: Omit *as w e ll as other  
Indian Shipping Companies’ occuring in  
the f i r s t  and second l in e s .

18* Page 100, S,No,12; For *with* in  th e  la s t  
l in e  S u b stitu te  TTrbm’ .

19# Page 114, S .N o,93; For ‘c a se s ’ in  the f i r s t
sentence read *case‘ and For *of r e la t iv e s  
Read *of a r e la t iv e * .

20, Page 116: For ‘coatal* in  the la s t  l in e  Read 
’co a sta l* ,



CONTENTS

C o m p o s i t io n  o f  t h e  C o m m it te e  

Introduction . . . .
I .  I n tr o d u c t o r y

A. Importance of Shipping
B. Shipping Statistics
C. Shipping in the Second Plan
D. Role of Pubhc Sector .

II. O r g a n i s a t io n a i .  S e t- i tp

A. Establishment of Shipping Corporations
(z) Incorporation 
(ii) Policy of Mixed Ownership 
(in) Delay in Establishment

B. Managing Agency of the Scindias
C. Necessity of two Corporations
D. Board of Directors
H. Relationship with Government
F. Location of Head Office
G. Branch Offices .

III. R o u t e s

A. Programme
B. Allotment of Routes

(») Policy
(ii) Essential routes .

(Hi) Selection of routes 
(iv) Study of Routes 
(r) Indemnity Agreement

C. Coastal Trade
D. India Andamans Route
E. Competition on Routes

IV. T o n n a g e
A. Acquisition of Tonnage

(i) Progress .
(i i ) Inadequacy 

(iVf) Import of Foodgrains 
(iv) Foreign exchange difficulty
(f) Second-hand ships

B. India/Poland Service
C. Balanced Fleet
D. Purchase of ships from the Scindias
E. Contracts with foreign shipyards

(0 Orders 
(i i ) Escalation 

(Hi) Supervision 
(iv ) Terms with Yugoslav 

LS— I

Paobs

V

vii

1-2
2-3

3
3 -5

6-7
6

6-7 
7

7-8
8-9 

9— 12
12-13
13-14 

H

15-16
16-17 

16
16 

16-17
17 
17

18-19
19-20 

20—22

23—27
23-24
24-25 

25
26—27

27
28
28
29 

30—32
30

30-31
31-32 

32



ii

F. Contracts with the Hindustan Shipyaitd
G. Tanker Fleet . . . .
H. B ro k ers .....................................

Pacbs

33-34
34

V. Operations

A. Liner Vs. T r a m p s .............................................
B. Trade in Iron O r e .............................................
C  Shipping Coordination Committee
D. Patronage of Indian Shipping . . . .
E. Oil & Tanker T r a d e ..............................................

(0  Movement of oil on the Coast
(«) Charter of “ DeshSewak” . . . .

(w) Practice of Chartering....................................
(iv) Overseas Trade in Tankers . . . .

F. Madras-Singapore and Bombay-East Africa Services
(i) Agreement with BISN . . . .
(u) S.S. ‘JalagopaT...............................................

(in) S. S. ‘Culross’ • ....................................

G. Agents . ........................................................
H. Liaision with All India Transport Users* Association
I. R e p a ir s ...............................................................

(0  N a t u r e .......................................................
(«) C o s t ......................................................

(m) Repair fecilities.............................................
(to) Repair w o r k s h o p s ....................................

35-36
36-37
37-38
38-39

40-4*
40

40-41
41-42

42
42-43 
42-43

43 
43

43- 4.‘i
4S

45-46

45
45-46

46 
46

VI. Finance & Accoonts

A. Capital Structure
B. Financial Results

(t) Profits and Dividends .
(tO Freight and Passage earnings 

C  Operati(»al Costs
(0 Review of Costs 
(ii) Cost Accounting Unit.

(m) Evaluation Organisation
D. Depreciation . . . .
E. Annual Budgets

VII. Pbrsonnbl

A. Shore and Floating Staff
B. Conditions of Service . 
C  P»y Scales .
D. Recruitment Procedure
E. Payment of Bonus
F. Technical Personnd
C. TMning. .

47
47—50

47-48
49-50
50-51

50
50
51 
51
5 »

52-53
53-54 

54—56
57

57-58
58-59 

59



m
Appendices

Pages
I. Strength and Composition of the Board of Diiectors of the Eastern

and Western Shipping Corporations.............................................. 60-61

II. List of Directors of the Eastern and Western Shipping Corpora­
tions and their period of service on the Boards. 62-63

III. Figures of Indian Trade {vide para 5 1 ) .....................................64— 66

IV. Note on the financial results of operating the India/Ardaman
s e r v i c e .........................................................................................67

V. Note giving additional infoxmation regarding the purchase of
the "State of Bombay’ and ‘State of Madras’ . . . .  68— 70

VI. List of Conferences (of which the Eastern Shipping Corporation is
a M e m b e r ) ...............................................................• . 71

VII. Resolution for setting up the Shipping Coordination Committee. 72*73

VIII. Extracts from Agreement in respea of the Madras/Singapore and
Bombay/East ^rica Services............................................................74

IX. Extracts from the terms of charter of S,S. Jalagopal. . . .  75

X. List of the names of the Agents of the Eastern Shipping 
Corporation and summary of their terms of appointment at various
posts {vide p m  1 2 2 ) .............................................................. 76— 80

XI. Note regarding the nature of various kinds of commissions
allowed to M/s Scirdia Steam Ships (London) Ltd. and on the 
amount thereof paid to them during the last three years. . 81-82

XII. (a) Staff Chart of the Eastern Shipping Corporations 83-84

(b) Statement showing authorized complement of floating staff on 
the Eastern Shipping Corporations vessels and vessels manned 
by them.........................................................................................85*-89

XIII. (a) Salary, grades applicable to the various categories of the officers
and stafi of the Eastern Shipping Corporation. 90-91

(b) Statement showing pay scales in some of the Public Undertakings. 92—97

XIV. Summary of conclusions/recommendations. .9 8 -1 1 4

XV. Analysis of recommendations............................................   « 1 15

XVI. Extracts fiom enclosures received with Ministry of Transport and
Communications D. O. No. 3i-ML(3)/59 dated the 26th Marche 
1959..................................................................................................... 116-117



ESTIMATES COMMITTEE, 1958-59

C hairman 

Shri Balvantray Gopaljee Mehta

Members

2. Shri Shripad Amrit Dange
3. Shri Jogendra Singh
4. Dr. Sushila Nayar*
5. Shri Radha Charan Sharma
6. Shri Ranbir Singh Chaudhuri
7. Dr. Gopalrao Khedkar
8. Shrimati Sucheta Kripalani
9. Shri M. Thirumala Rao

10. Shri T. N. Viswanatha Reddy**
11. Shri R. Ramanathan Chettiar
12. Shri N. R. Ghosh***
13. Pandit Govind Malaviya
14. Shri Resham Lai Jangde
15. Shri Mathuradas Mathur****
16. Shri Dodda Thimmaiah
17. Shri M. L. Dwivedi
18. Shri R. K. Khadilkar
19. Shri Bhaurao Krishnarao Gaikwad
20. Shri Shraddhakar Supakar
21. Shri Rohanlal Chaturvedi
22. Shrimati Malida Ahmed
23. Shri S. A. Matin
24. Shri Narendrabhai Nathwani
25. Shri Rajeshwar Patel
26. Shri Surendranath Dwivedy*****
27. Shrimati Renu Chakravartty
28. Shri M. Sankarapandian
29. Shri Jhulan Sinha
30. Shri Ramji Verma.

Secretariat

Shri S. L. Shakdher— Joint Secretary.
Shri A. R. Shirali— Deputy Secretary.
Shri R. K. A. Subrahmanya— Under Secretary.

* Elected w.e./. 28-8-1958 vice Shri Mahavir Tyagi resigned. 
••Elected we./ 17-9-1958 vice Shri J. Rameshwar Rao resigned. 

•••Elected w,e.f. 23-9-195S vice Shrimati Renuka Ray resided. 
•^••Eleaed to.e.f. 23-9-1958 vice Shri Nemi Chandra Kasliwal resigned. 

•••••Elected w.e.f. 17-12-1958 vice Shri Vijayram Raju resigned.



1. the Chairman, Estimates Committee, having been authorised by 
the Committee to submit the report on their behalf, present this Tliirty- 
Eighth Report on the Ministry of Transport and Communications 
(Department of Transport)—Eastern Shipping Corporation Ltd., 
Bombay, and Western Shipping Corporation (P) Ltd., Bombay.

2. A statement showing an analysis of the recommendations con­
tained in this report is also appended to the Report (Appendix XV).

3. The Committee wish to express their thanks to the Officers of 
the Ministry of Transport and Communications (Department of Trans­
port), the Eastern Shipping Corporation Ltd., Bombay, and the Western 
Shipping Corjwration (P) Ltd., Bombay, for placing before them the 
material and information in connection with the examination of esti­
mates. They also wish to thank Shri A. Ramaswamy Mudaliar, the 
representatives of the Indian National Steamship Owners' Association, 
Bombay (Shrimati Sumati Morarjee, Shri M. J. Buch and Shri N. T. 
Khandwala), Shri M. A. Master and Shri C. H. Bhabha for giving 
evidence before the Committee and making valuable suggestions to 
them.

INTRODUCTION

New Delhi; BALVANTRAY G. MEHTA,
The 1st April, 1959. Chairman,

Chaitra 11, 1881 (S).
Estimates Committee.
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A. Importance of Shipping

The importance of shipping in the development and enrichment 
of national economy needs no emphasis. A national mercantile 
marine of an adequate size can maintain and safeguard the flow of 
vital supplies. Overseas trade and commerce can thrive only on the 
foundations of an adequate merchant navy which can assist in the 
exploration of new markets and expansion of overseas trade. As 
development plans are implemented, the tempo of the country’s trade 
and commerce would also receive stimulus.

2. India’s overseas trade today amounts to about Rs. 1,500 crores, 
the transport of a.bout 91 per cent of which is in the hands of foreign 
shipping companies.' It is estimated that the annual amount of fre i^ t 
paid by the country on its exports and imports is about Rs. 150 crores. 
While the country could legitimately claim Rs. 75 crores out of this 
amount, the actual share of Indian ships amounts only to Rs. 20 crores 
and the rest goes to foreign flags. This Ls a serious drain on die foreign 
exchange resources of the country and it underlines the need for a 
quick expansion of the national merchant fleet.

3. The statement on shipping policy issued in 1945 recognis^ 
that Tor a country of its size, the length of its coastline and its 
strategic position athwart one of the world’s main sea routes, India 
possesses a distressingly small number of deep sea ships’.

4. The Sub-Committee of the Reconstruction Policy Committee 
set up in 1945 to consider the statements on post-war shipping policy 
made inter alia the following recommendations:—

“The objectives of the future shipping policy in India should 
be to reserve for Indian shipping the entire coastal 
trade of India and to secure adequate shares in other 
maritime trades.

“Hundred per cent of the purely coastal trade of India, sevoity- 
flve per cent of India’s trade with Burma and Ceylon 
and with the geographically adjacent countries, fifty 
per cent of India’s distant trades and thirty per cent 
of the trades formerly carried in axis vessels in the 
orient should be secured for Indian shipping in the 
next five to seven years.

*To carry the above cargo amounting to more than ten million 
tons a year and about three million passengers, India 
needs two million gross tons of shlppinK.”

2126 L8—2
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5. The recommendations of the Sub-Committee were accepted by 
Government in the following words:—

“With regard to the shares to be secured for Indian shipping 
in the various trades, the Committee have reconmiended 
that the targets to be reached during the n«ct five to 
seven years should be 100 per cent of the purely coastal 
trade of India, 75 per cent of India’s trade with Burma 
and Ceylon and with the geographically adjacent coun­
tries, SO per cent of India’s distant trades and 30 per 
cent of the trade formerly carried in Axis vessels in 
the Orient, and it is the intention of the Government 
to assist Indian Shipping as far as possible in this 
direction.”

6. The objectives laid down in 1947 for achievement ‘within five to 
seven years’ are far from being achieved yet. Hence, they remain the 
distant objectives of even the present shipping policy. It has, how­
ever, been represented to the Committee that the objectives laid down 
in 1947 would not be adequate to meet the present requirements of 
shipping. One of the well-informed non-officials has stated in a 
memorandum submitted to the Committee that Taking a broad view 
of the picture, it is estimated that if we want to carry cent per cent of 
our coastal trade, 75 per cent of our adjacent trade and 50 per cent 
of overseas trade, India would require about 2*5 million tons of ship­
ping and not 2 million tons as laia down by the Shipping Policy Com­
mittee in 1947”. The Committee have no doubt that with the econo­
mic development of the country and consequent expansion of com­
merce and trade the requirements of shipping would have obviously 
gone up since 1947. They, therefore, recommend that the require­
ments of shipping may be reviewed in the light of the present trends 
and the objectives of the shipping policy restated on a realistic basis.

B. Shippii^ Statistics
7. In this connection the Committee understand that the require­

ments of shipping cannot be estimated accurately for want of reliable 
data in respect of movement of cargo in Indian trade. The Port and 
Shipping Statistics Committee had in 1955 made certain recommenda­
tions with regard to the maintenance of statistics relating to shipping. 
The Estimates Committee, in their 48th Report, issued in 1956-57, had 
commented upon the delay in the implementation of those recom­
mendations and had suggested that high priority should be given to i t  
They had also commented upon the absence of abthoritative estimates 
rdating to the movement of cargo in Indian trade in their 65tfi 
Report ( 1st Lxdc Sabha) and had urged that Government should take 
steps to maintain statistics thereof. During evidence the representa­
tives ot the Ministiy stated that the recommendations of the Port and 
Shipping Statistics Committee had been examined by an official who 
was oigaged on special duty for the purpose for about a year but tiie 
scheme prq>ared by him was not approved. The matter was le- 
ocamined die Coitral Statistics O^anisation and was still under
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further examination. The Committee are surprised at the wasteful 
procedure adopted for examination of the recommendations made by 
an expert committee and the inordiruite delay in taking decisions 
thereon. The Committee consider that if the Govmmient had any 
difficulty in implementing the recommendations of the Committee, 
they could have taken counsel from the Chairman of the Committee 
for suggesting a practical and economical method of doing so. They, 
however, recommend that speedy steps be taken to collect and main­
tain the statistics which are vital for planning the development of 
Shipping Transport.

C. Shipping in die Second Plan
8. In the Second Five Year Plan the target for total tonnage for 

shipping has been placed at 900,000 GRT and the ol^ectives under 
the Plan are:—

(a) to cater fully to the needs of coastal trade with due regard
to the possibility of diverting some traffic from rail­
ways to coastal shipping;

(b) to secure an increasing share of India’s overseas trade
for Indian ships; and

(c) to build up the nucleus of a tanker fleet.
With the achievement of the targets mentioned above, the Indian 
tonnage is expected to carry about 12 to 15 per cent of the country's 
overseas trade and 50 per cent of her trade with adjacent countries, as 
against the present proportions respectively, of 5 and 40 per cent. 
Considering the objectives of the shipping policy discussed in the 
previous paragraphs it is obvious that the targets laid down for the 
Second Five Year Plan are too low. The Committee understand that 
as shipping is not in the hard core of the Plan, even these low targets 
are not likely to be achieved during the plan period.

9. At the rate of progress achieved in the First Five Year Plan 
and planned for in the Second Five Year Plan it will take more than 
twenty years to attain even the conservative objectives of acquiring 
2 million tons of shipping for the nation, within which time the rise 
in the demand for shipping might itself far outstrip the volume of 
tonnage that might be acquired. The Committee, therefore hope 
that the planners of the Third Five Year Plan will, considering the 
importance of shipping for the national economy and its present 
inadequacy, give the development of shipping higher priority than 
hitherto and greater allocation of resources in order that the objectives 
of the Shipping Policy might be attained within a reasonable time.

D. Role of Public Sector

10. Under the Shipping policy of 1947 development of shipping 
was left to private companies and the responsibility of Government was 
limited to rendering assistance to them to achieve the tareets. But the 
growth of tonnage was slow. The opportunity of building up fte



tonn^e ia the immediate post-war period was not availed of. Ship­
ping is considered to be a highly competitive and changing industry: 
the fortunes of those engaged in this industry varied particularly during 
the pre-independence period for various reasons. Private companies 
were chary of putting money to the extmt it was required. As such, 
it became necessary that the resources of the private entrepreneurs or 
the savings forthcoming from private quarters should be supplemented 
by Government It was therefore considered that State participation 
would inspire confidence in Indian companies and encourage them to 
expand their activities in this field. With this end in view and with a 
view to ensuring the development of Indian shipping with the active 
co-operation of the private enterprise. Government decided to set up 
two or three Shipping Corporations.

11. Sea Transport has been included in Schedule ‘B’ of the Indus­
trial Policy Resolution, 1956, and as such belongs to the category of 
industries which will be progressively State-owned and in which, there­
fore, the State will generally take the initiative in establishing new 
undertakings, but in which private enterprise will also have the 
opportunity to develop in the field either on its own or with State 
participation. Thus, the policy of the Government as envisaged in 
1947 has been more or less reversed and the responsibility for the 
development of Indian Shipping now rests squarely on the public 
sector. The Committee, however, feel that the full implication of 
this policy has yet to be realised by Government for the following 
reasons:—

(i) Though the ultimate target as well as the target for the
plan period have been laid down, no corresponding 
target has been fixed for the public sector nor Govern­
ment have any plans in the public sector for achieve- 
m«it thereof;

(ii) Though under the Industrial Policy Resolution, 1956,
Government had to take the initiative in setting up 
new undertakings, it was stated by the Secretary of the 
Ministry of Transport and Communications (Depart­
ment of Transport) that permission had been given to 
some new private shipping companies to be registered 
as a matter of expediency in the hope Aat they m i^ t 
be able to secure foreign exchange for acquiring 
additional tonnage; and

(iii) Though shipping in the private sector is expanding rapidly,
its growth in the public sector has been comparatively 
slow.

12. The imsent policy of Govemment in regard to the Shipping 
Corporations is stated to be as follows:—

"Shipping in the public sector should not run in competition 
with private shipping companies on routes on which



the private shipping companies have established them­
selves. The Corporations should operate only in
those trades in which the private shipping companies 
are unwilling or unable to operate successfully, owing 
to uncertain prospects, or inadequacy of resources or 
any other reasons.”

13. The Committee feel that the policy of Government in relation 
to the Shipping Corporations is expressed in negative terms and lacks 
a positive approach. Besides, as a policy statement, it is somewhat 
vague and indefinite. Different interpretations have been given to it 
by different interests and, consequently, a kind of controversy has 
grown over the role of the Government Shipping Corporations so 
much so that the very necessity of their existence has been questioned. 
Besides, while the principle of filling the gap and playing a supple­
mentary role might have been in keeping with the policy of Govern­
ment a decade ago, it does not take into account the fact that the role 
of Government in the field of shipping has since undergone a change 
and that it is no longer to play the supplementary role, but the main
role itself. The Committee, therefore, recommend that the policy of
Government with respect to the Shipping Corporations should be 
redefined in a positive manner.



n
ORGANISATIONAL SET-UP

A. EstabKshment of Shipping Corporations
(i) Incorporation

14. As a result of the decision of State participation in Shipping 
Transport referred to in the earlier chapter, a scheme for setting up three 
shipping corporations in the public sector was mooted during the year 
1947-48. It was contemplated that each of the corporations would 
have an authorised capital of Rs. 10 crores to be subscribed;—

(a) 51 per cent by Ck)vemment;
(b) 26 per cent by an existing shipping company; and
(c) 23 per cent by the public; failing that, by Government.

15. Negotiations for the establishment of the shipping corporations 
were conducted with some of the existing shipping companies and 
eventually an agreement was reached with the Scindia Steam Naviga­
tion Co. Ltd., Bombay, for the incorporation of a company called the 
* ^ te m  Shipping Corporation’ on the terms and conditions stipulated 
in the Promoters’ Agreement dated the 11th March, 1950, between 
the Government and the Scindias. Based on these terms, the Memo­
randum and Articles of Association of the proposed Eastern Shipping 
Corporation were drawn up and were registered on the 24th March, 
1950. Thus, the Eastern Shipping Corporation, the first state-cum- 
private owned shipping venture came into being. In view of the tight 
monetary conditions then prevailing the contemplated issue of shares 
to the public was not made. The Government, therefore, decided to 
take lip 74 per cent of shares, leaving 26 per cent to the Scindias.

%
(ii) Policy of Mixed Ownership

16. This was an experiment in the policy of ‘mixed ownership’. 
The author of the policy, Shri C. H. Bhabha, the then Commerce 
Minister, put it forth in the belief that it would considerably help the 
cause of Indian shipping if corporations were started where the State 
and enlightened private enterprise could work together for running 
shipping services. The policy did not, however, appeal to private 
shipowners. Although the policy was enunciated at the end of 1947 
the first Corporation came into existence only in 1950. The ^ la y  in 
constituting the Corporation was stated to be due to the protracted 
negotiations with the Scindias. The proposal to set up the other two 
Corporations did not make any progress because the companies which 
were to be associated with them did not evince interest. In the circum­
stances, it was decided in 1956 to float a second Corporation as a 
wholly-owned Government concern. Ilie  Western Shipping Corpora­
tion was accordingly set up in 1956. When the Indian Companies Act,
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19S6, came into force, Scindias ceased to be the Managing Agoits oi 
the Eastern Shipping Corporation under Section 325(1) of that Act. 
The Directors nominated by Scindias tendered their resignations when 
a decision was taken to repay Scindias’ share capital. After rq>atria- 
tion of the Scindias’ share capital, the Corporation has become com­
pletely State-owned. Thus, the brief period of experiment in mixed 
ownership came to an end.
(iii) Delay in establishment

17. For achieving the objective of attaining a target of 2 million 
tons, one of the decisions taken by Government was to set up tiiree 
Corporations in one year. It took three years to set up the> first 
Corporation and nine years to set up the second. The proposal to set 
up the third Corporation has, for the present, been shelved. The 
delay in setting up the Shipping Corporations has been a major factor 
in retarding the development of shipping in the public sector.

B. Managing Agency of the Scindias
18. M/s. Scindia Steamship Navigation Co. Ltd. were appointed as 

Managing Agents of the Eastern Shipping Corporation and an agree­
ment was concluded with them on the 18th August, 1950. Hie 
agreement was for 20 years but it was terminated in August 1956 when 
the Companies Act (1956) came into force. Under the Managiog 
Agency Agreement, the general conduct of business and management 
of the affairs of the Corporation were vest^ in the managing agoits 
subject to the control of Board of Directors. Their remuneration 
was fixed as follows:

“A commission of ten per cent, of the net annual profits of the 
Company up to the first rupees thirty lakhs of such 
profits and seven and a half per cent on the excess of 
such profits over rupees thirty lakhs provided that 
when the paid up capital of the Company has stood at 
Rs. 10 crores for one accounting year the commission 
shall be ten per cent, of the first rupees fifty lakhs of 
such profits earned in that year and seven and a half 
per cent, on the excess over rupees fifty lakhs”.

19. The Managing Agents were paid the following amounts of 
commission:—

1950-51
1951-52
1952-53
1953-54
1954-55
1955-56
1956-57

Rs.
I5»99i

2,50»403
i.37»533

3.54»55»
M3>8i i

20. In addition to the remuneration paid to than as managing 
agents, the Scindia Steamship Navigation Company Ltd., having also 
b m  appointed as agents of the Corporation at Calcutta, were also 
enticed to agency commission for services rendered at that port; Evm



though the centre of operations of the Eastern Shipping Corporation 
was at Calcutta, the Headquaners of the Corporation were located at 
Bombay, presumably to suit the convenience of the managing agents. 
The Committee feel that the expenditure incurred on the agency of 
the Scindias at Calcutta, might have been avoided had the Heaa- 
quarters been located at Calcutta. Thus, the amount spent on this 
account could well be regarded as an additional expenditure incurred 
on account of the marmging agents, if not as additional remuneration 
paid to the Managing Agents.

21. The commission paid to the Managing Agents was in addition 
to the management expenses incurred by the Corporation which are 
stated to have always revolved round 3%. The commission was paid 
out of the net profits of the Corporation. Thus, it would appear that 
the share of M/s. S.S.N. Co., Ltd., who were also the Managing Agents, 
in the profits of the Corroration was much greater than that of Govern­
ment though their contribution to the capital of the Corporation was 
only one third of Government’s contribution. While the amount of 
dividend realised by Government from the Coqwration so far is about 
Rs. 7 5 lakhs, the corresponding amoimt of dividend realised by M/s 
S.S.N. Co. Ltd., including the managing agency commission is about 
Rs. 12 lakhs. Under the circumstances, the Committee cannot but feel 
that the terms of the Managing Agency were not in the interest of Gov­
ernment.

22. Both the Corporations have been set up under the Company 
Law and as such their organisation and functions are governed by their 
respective Memoranda and Articles of Association. The Articles of 
Association of the Eastern Shipping Corporation were framed at a time 
when the Scindias were associated with Ae Corporation (for promoting 
the Corporation). Though their association has since been terminated, 
the Articles of Association have not so far been amended. For this 
reason, there are many dissimilarities between th^ Articles of the two 
Corporations with regard to the Board of Directors and certain other 
matters. Some of the provisions in the Articles of Association of the 
Eastern Shipping Corporation are also not in conformity with the 
present practice and, therefore, are considered anomalous. The Com­
mittee recommend that early action might be taken to amend the 
Articles suitably.

C. Necessity of two Cmporatioiis
23. According to the original plans the three Corporations were to 

have a fleet of 100,000 CRT each. As stated earlier, two Corporations 
have already been set up and the proposal to set up the third one has 
been shelved. The two Corporations together own a tonnage of about
60,000 GRT and orders have been placed for addifional tonnage 
am oun^g to 52,000 GRT. By the end of the Second Plan, the total 
toniiage of the two Cwpcwations would be about 112,000 GRT, In 
the circumstances, a doubt has arisen whether it was necessary to set up 
the second Corporation and whether the additional tonnage and the 
new services could not have been entrusted to the existing Corporatioa 
hadf. Further, a questioii has alK) arisen whetlm in the pic0eotcirc«m-
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stances it is necessary to maintain the two Corporations separately or 
it is advantageous to amalgamate them.

24. It was explained during evidence by the rq>resentatives of the 
Ministry that the intention of Government was that one ol the Corpora­
tions should specialise in tramp trade on certain specified routes and, 
for this reason, it was thought desirable to have a separate Corporation. 
It was also explained that the two Cor^rations would have a common 
organisation and no additional expenditure would be invoivea in 
maintaining the Corporations separate. However, since the Corpora­
tions are not likely to operate tramp services on the same routes on 
which they operate liner services and it is stated to be possible that the 
corporation which operates liner services on certain routes can also 
operate tramp services on others, the Committee are not quite convinced 
of the desirability or advisability of having two separate Corporations 
for operating the small fleet that they own at present. They, there­
fore, recommend that the feasibility of amalgamating the two Corpora­
tions be considered. In any case, they hope that the assurance that 
no additional expenditure would be incurred on maintaining the 
Corporations separate would be adhered to.

D. Board of Directors
25. There is a Board of Directors for each of the Corporations. The 

Directors are appointed by Government and their number varies from 
a minimum of four in the case of Eastern Shipping Corporation and 
two in the case of Western Shipping Corporation to the maximum of 
11 in both the cases. The present strength and composition of the 
Boards of Directors are given in Appendix 1.

26. The Chairman of the Eastern Shipping Corporation is also the 
Managing Director of both the Corporations. He is a full time 
employee of the Eastern Shipping Corporation. The present incumbent 
of this post is a retired Government official. He was in diplomatic 
service prior to his appointment as Managing Director.

27. A statement showing the names of Directors and the period of 
their service on the Boards of Directors of the two Corporations is 
given in Appendix' H. It would be seen from the Appendix 
Siat all the directors are Government officials, except one in the case of 
the Eastern Shipping Corporation, who is also a retired Government 
official. The Committee understand that they have been appointed 
mainly on the ground of their holding certain offices. Whenever there 
is a change in the incumbency of those officer^ the Directors also 
change, with the result that there have been very*frequent changes on 
the Boards of Directors of the Corporations.

28. The practice of appointing Government officials on the Boards 
of Directors while they continue to have attachment with the Depart­
ments to which they belong is considered to be defective in many 
respects. Firstly, under this arrangement attention of the officials is 
divided between the Departments in which they are working and the 
company or companies to which they are nominated as Directors. In 
some cases when the officials are appointed on more than one Board, 
this problem becomes more accentuated. Wbea a person is burdened



with miiltifarious duties it is difficult for him to coordinate all his 
activities in such a way as to-be able to devote adequate attention to 
each one of them. Secondly, the responsibility of the officials is 
ordinarily confined to the representation of their departmental intoests 
on the Board and, therefore, at times, they function as the instruments 
of control ot the companies on behalf of the Departments to which they 
belong. They are influenced by the views and decisions of Government 
to which they are themselves a party and they bring those views and 
decisions to bear on the judgment of the Boards. Hiirdly, as salaried 
employees of the Government, they have little incentive to take initia­
tive and bestow their best efforts in the interest of the undertaking.

29. The Committee discussed this matter with the representatives 
of the Ministry. They stated that the present difficulty was that Gov­
ernment had entered business only recently and the kmd of expertise 
required for the management of the commercial undertal^gs of 
Government was not readily available except from the business 
which might itself be in competition with Government busi­
ness. The other difficulty was that Government standard of remunera­
tion for people of that kind of experience was low compared to what 
they might get outside, it  had, therefore, been found very difficult to 
find suitable men to be put in charge of different undertakings. They 
also stated that the question of associatinjg non-officials on the Board of 
DirectfMTS was considered and it was decided that since they would not 
have any stake in the companies, it would not be desirable to appoint 
them. They, however, agreed that the existing system of manning the 
Board was not satisfactory and required to be changed. The Committee 
do not appreciate the difficulties pointed out by the representatives of 
the Ministry. They do not think that the Government standard of 
remuneration being not attractive enough to secure the services of 
statable persons is an insuperable difficulty. Since the standards are 
fixed by the Government themselves, the desirability of revising the 
same might also be looked into by them, if considered necessary.

30. As regards the difficulty of finding experts, the Committee do 
not think that at the level of directors any spec ia li^  knowledge of 
running different kind of business would be essential. Such knowledge 
and experience might well be provided by the managenal personnel. 
The Committee, therefore, do not consider it necessary to restrict the 
choice for manning the Boards merely to the same category of business 
which they are required to administer. Further, the decision of Govern­
ment not to appoint non-officieds on the Boards of Directors, on the 
ground of their having no stake in the business, is not convincing. For 
that matter, it cduld well be argued that the o f f ic i i  who are appointed 
on the Boards also do not have any stake in the concerns which they 
are required to administer. Prominent non-officials, drawn from public 
or busines life, would be as much conscious of their reputation }ft9 
the officials might be, in case anything went wrong when they were at 
the helm of affairs. The Committee, therefore, feel that what is 
required is to secure the best talent and experience for the manage­
ment of public enterprises in the interest of the nation as a whoUt.

31. The Committee do not, however, suggest that the appointment 
of- Governmeta o f f ic i i  on the Boards should be dispensed with
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altogether. They feel that while officu^ known for their adnunistra- 
tive ability and qualities of leadership would definitely be of use to the 
Government undertakings, the present practice of making appointment 
of officers, who are also entrusted with other departmental duties and 
v e  fully occupied with them, with a view to giving representation to 
certain concerned Ministries or Departments coru:erned, is not soimd. 
In their opinion, frequent changes in the composition of the B(wds, 
which such representation often gives rise to, is also not conducive to 
efficient nutruigement of the undertakings and, therefore, efforts should 
be made to reduce them to the minimum. The Directors should have 
a fairly long and fixed tenure of office so that there might be continuity 
and stability on the boards of the undertakings. The Committee, 
therefore, recommend that the question be reviewed in a comprehensive 
manner and a suitable pattern of organisation devised for the manage­
ment of Government commercial undertakings.

32. The Director General of Shipping is the Chaiiman of tiie 
Western Shipping Corporation and the special director of the Eastern 
Shipping Coloration. He was also the Managing Director of the 
Western Shipping Corporation till recently. Besides, he is a Joint 
Secretary in the Ministry of Transport and Communications. Under 
the Merchant Shipping .Act, the Director General of Shipping is 
responsible for the administration of all executive matters relating to 
merchant shipping. In fact, while he has to perform quasi-judicial 
functions in administering the law with regard to certain matters in 
his capacity as the Director General, Shipping, as Chairman of the 
Western Shipping Corporation, he is likely to become a party to the 
dispute which he has to decide. As such, doubts have been expressed 
about the propriety of the Director General's association with the 
shipping corporations.

33. During evidence the Secretary of the Ministry stated, in this 
connection, that the persons who actually discharged the functions 
under the law were different from the Director General and that 
though they were under the administrative control of the Director 
General, in technical matters, they were more or less independent. 
The Director General would come in only when an appeal was put 
before him against any of those technical men. There had, however, 
not been a single instance, in the past, of any appeal being lodged 
either from the Corporations or from the companies in the private 
sector. On the other hand, the Secretary fur&er stated that the 
advantage in having the Director General on the Boards was that if 
any problems concerning the Corporations came up before Govern­
ment, there might be some one knowing the background of the pro­
posal thoroughly.

34. The Committee are not, however, happy about the position. 
Firstly, the Committee do not favour the combination of Secretariat 
and executive functions in the same person. Since the Director 
General, besides being Chairman and Director of the Corpora­
tions, is also the Joint Secretary to the Government of India, the 
Committee feel that he should dissociated from the Corporatiras.
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Secondly, the functions of the Director General bear a judicial aspect 
and in the administration of justice it is necessary that the person 
administering justice should not only do justice but also seem to be 
doing so. The association of the Director General with the Corporations 
is likely to prejudice this principle. Thirdly, as the Chairman of 
the Eastern Shipping Corporation in his speech delivered at its Seventh 
Annual Meetmg, referred to a case of conflict of interest between the 
Corporation and a private company, in which the Director General 
had to intervene, and, as with the development of the Government 
Shipping Corporations, such incidents might perhaps be more in future, 
the Committee consider it necessary that the Director General, being 
the appellate authority, should be independent of the parties to the dis­
putes. Lastly, they feel that the proposals and problems, coming up 
from the Corporations, for consideration of Government, should he 
examined obfectively by persons who are not directly connected 
therewith. In view of this, the Committee feel that, if the Chair­
man of a Corporation, who sends the proposals, were also to be the 
person to consider them in the Ministry and accord approval on 
behalf of Government, the purpose of an objective examination would 
be defeated. The Committee, therefore, strongly urge that the Direc­
tor General should be dissociated with the Corporations.

E. RelatkHiship with Govemment
35. The Committee heard divergent views with regard to the 

relationship subsisting between the Government and the Corpora­
tions. On the one hand, it was alleged that by virtue of the ap^int- 
ment of the senior officers of Government to manage the Corpora­
tions, the latter were treated as extensions and parts of Government 
departments and were given preferential treatment in various ways. 
Hiey were not allowed to function on commercial lines and, instead, 
were given full Government support, in season and out of season, 
thereby preventing them from growing up, on their own, into virUe, 
self-contained, efficient, and prosperous business units. It was, there­
fore, suggest^ that the officials of the Ministry of Transport and 
Communications should not be put in charge of the management of 
Shipping Corporations.

36. On the other hand, the Committee were also given to under­
stand that the Corporations in the public sector were subject to certain 
restrictions which were not applicable to the companies in the private 
sector. One such restriction, which came to the notice of the Com­
mittee, was that the Corporations did not have the freedom which 
the companies in the private sector enjoyed in'the matter of deputing 
their officers out of India for canvassing business and ecercising super­
vision over their agents. It was stated during evidence by the represen­
tatives of the Ministiy, that *‘A private shipping company.. . .  was able
to dq>ute an officer to Australia-----They sent a man to Australia to
canvass the cargo. The public sector company was not allow^
to send a man to Australia.........While the private company could
depute a man by obtaining foreign exchange from the Reserve 
Bank of India, the Corporation had to obtain prior approval <k the
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Administrative and Finance Ministries and it was refused’’̂ . The 
Committee feel that such restrictions are a handicap to public under­
takings especially when th ^  have to function under competitive condi­
tions. During evidence it was admitted by the Secretary of the 
Ministry that sometimes Government regulations and Government 
orders do stand in the way of these Corporations’. It was, however, 
conceded that ‘public sector companies cannot run on the same lines 
as private sector companies’.

37. The Committee feel that there are many misconceptions with 
regard to the nature of responsibility attaching to Government in 
relation to the public undertakings and the nature and extent of checks 
and controls that have to and can be exercised over them by Gov­
ernment. They, therefore, suggest that the whole question nuiy be 
reviewed comprehensively and a sound and well defined relationship 
established between the companies and the Government.

F. Location of Head Office
3'8. The Head Office of the Eastern Shipping Corporation has 

been located at Bombay. As the Western Shipping Corporation has 
no separate organisation, the head oflSce of the Eastern Shipping 
Corporation is functioning as the head office of the Western Shipping 
Corjwration also.

39. The major services of the Eastern Shipping Corporation 
namely, the India/Australia and the India/Far East Services, on which 
six out of eight ships owned by the Eastern Shipping Corporation are 
placed, start and terminate at Calcutta. The freight earnings of the 
Corporation and its expenses, especially on repairs, are the heaviest 
at that port. There is only one service, namely, the Bombay/East 
Africa passenger-cum-cargo service, which is operated from Bombay. 
In the circumstances, the Committee fail to understand what advantage 
was obtained by locating the head office at Bombay.

40. Besides, although the Eastern Shipping Corporation started its 
operations with the Calcutta/Australia service, it did not establish even 
a branch office at the centre of operations. The Corporation was 
functioning through the Scindias, as agents, for which they were paid 
additional remuneration. Though a branch office has b ^  opened 
recently, the agency of the Scindias has not been terminated. The 
Committee believe that the Corporation might have been able to do 
without the agents at Calcutta had its head office been located at that 
port and thereby economised in expenditure on this score.

41. It has been pointed out to the Committee that since the head 
office is located at Bombay, whereas the majority of its vessels begin 
and terminate their operations at Calcutta, the control over expendi< 
ture and other matters cannot be as intense as it should be. It has.
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therefore, been suggested that the organisational set-up at that end 
must be reconsider^ and, from practical point of view, the head­
quarters of the Eastern Shipping Corporation should be located at 
Calcutta. The Committee recommend that the question of the proper 
location of the headquarters of the Corporation might be reviewed with 
particular reference to the future pattern of its operations.

G. Branch Offices
42. As stated above, a Branch office has been opened recently 

in Calcutta. It seems to have a limited function of looking after the 
survey and repairs of the vessels and ensuring their proper mainten­
ance and functioning. The Committee fail to see why, when the 
branch office has been set up, the agency functions of the Scindias 
have also not been transferred to that office and whether mmnterumce 
of an establishment for the limited function of looking after the 
survey and repairs, which are in any case contracted out, would be 
justified. They, therefore, recommend that the agency functions at 
Calcutta nurfbe entrusted to the Branch Office there as early as pos­
sible.

43. The Corporation has set up another branch office at Mombasa 
in British East Africa. The office was set up in 1954. The business 
secured and expenditure incurred by Mombasa Office are as follows:—
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Rs.
1,00,668 7 1 %
1,22,743 6-4%
1.13.137 4-9%

98,852 4-1%

Business Expenditure 
Secured incurred 

(Freight and (Management Ratio of 
Passenger Expenditure) (i) to (2) 

Money)
..............." Rs.

June 1954-55 i3>97»85°
1955-56 18,97,947
1956-57 23,02,786

_ _ i?;^:58____^ __________________
44. The Committee are glad to observe that the Mombasa office 

has registered a steady progress in securing business for the Corpora* 
tion and that the ratio of expenditure (Management Expenses) to 
the amount of freight and passage earnings has been falling. They, 
however, find that the percentage of expenses to earnings of the 
branch office is even now higher than the general ratio of management 
expenses to earnings of the Corporation whicfi is stated to 3%. 
The Committee, therefore, recommend that the Corporation might 
endeavour to make further improvement in this respect.

45. Barring the offices at Calcutta and Mombasa, there are no 
other branch offices of the Corporation. There are agents in aU the 
oflier ports. The Committee recommend that the economics of 
having branch offices vis-a-vis the agencies at various ports may big 
worked out from time to time keeping in view the trend of trade 
earnings and expenses; and, if there are prospects of securing a larger 
amount of business, the desirability of setting up branch offices in those 
places may be considered.



m

ROUTES
A. Programme of Operations

46. When plans were chalked out for floating the Shipping Cor* 
porations it was contemplated that the Corporations would operate 
the following routes with the number of ships shown against each:—

I . India-Persian Gulf . . . . 3 ships
2 . India-Red Sc8 and Egypt 3 ships
3- India-China and Japan 4 ships
4- India-Australia.................................... 4 ships
5- India-East and South Africa 2 ships
6 . India-U. K. and Continent . 4 ships
7- India-North and South America East

and West Coast Ports to begin with 6 ships
8. Calcutta, Madras and Straits. 2 ships

47. The Eastern Shipping Corporation is at present opmting on 
the following routes;—

Name of the route Countries covered in 
each .route

Number of Ships 
operating on 

each route

East Coast India-Australia India-Australia (Ceylon on 
return voyage only). 3 ships.

Calcutta-Far East Ports including and North 
of Kakinada on the East 
Coast of India, Burma 
Malaya, Hon^ong and

4 ships, 
(i chartered).

Japan.

Bombay-East Africa West Coast of India Sey­
chelles and British East
Africa. 1 ship.

Madras-Singapore India, Malaya, and Singapore. I sh ip .
India Mainland Andamans East Coast of India and

Andamans Islands. 2 sh ip s .
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48. The Western Shipping Corporation owns at present only one 
tanker and that has been chartered to Messers Burmah Shell Oil 
Storage and Distributing Company of India Ltd., London for a period 
of three years. It is stated to be the intention of the Government that 
this Corporation should operate the India-Poland and some other 
services. The Corporation also intends to function on the Persian 
Gulf Line from which a Private Shipping Company already function­
ing proposes to withdraw shortly. It is also stated that at a later stage 
the Corporation may expand its operation to the Red Sea.

B. Allotment of Rentes
(i) Policy:

49. The Committee were given to understand that the routes 
on which the Corporations operate are allotted by Government, 
^ i l e  they appreciate the need for Government to reserve the autho­
rity to issue directions with regard to allotment of certain routes in 
the national interest they do not see why Government should take over 
the entire responsibility with regard to the selection of routes for the 
Corporations. They believe that the responsibility of Government in 
this respect should be limited to laying down a broad policy within 
which the Corporation should have discretion to select the best and the 
most profitable routes in accordance with commercial methods.
(ii) Essential Routes:

50. The Committee realise that the Corporation may have to 
operate on behalf of Government certain routes for reasons other than 
economical or with the object of promoting trade on those routes. 
They, therefore, recommended that such cases should be declared as 
essential routes so that if they happen to he uneconomical, the Corpora­
tions might, if necessary, be subsidised and the working of the Corpo­
rations on those routes evaluated in that light.

51. It is Stated that shipping is essentially a trade problem. Some 
important figures of Indian* trade as published* by the Central Statis­
tical Organisation are given in Appendix Ilh  It may be observed 
therefrom that major portion of Indian trade is with U.K., U.S.A., 
Germany and Japan. The Corporations have not introduced any ser­
vice to U.K., U.S.A. and Germany. The Eastern Shipping Coipora* 
tion has placed three ships, which are considered to be grossly inade­
quate, on the route to Japan. The Eastern Shipping Corporation has 
^ac«d three ships on the route to Australia. The volume of trade 
with that country is comparatively low and the vessels on the route are 
stated to have often experienced paucity of cargo. Considering these 
facts, the Committee feel that even though the routes selected for the 
Eastern Shipping Corporation are stated to'be good, yet the route and 
service pattern of the Corporations might have been better.
(iii) Selection of Routes:

52. During evidence the representatives of the Ministry of Trans­
port and Communications were asked what was thp basis for selection 
of the routes for the Corporation. It was stated in reply that there 
was no principle drawn up for selection of routes except that Ae 
Government Corporation should not compete with the private companies

*StttiMied Abctnct, India, i 955-5<>
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on the routes on which they had established themselves. The private 
•companies had been operating on the lndia/U.K. route and as such the 
Corporations could not launch their service on that route. The only 
routes that were available for the Eastern Shipping Corporation were 
the Ipdia-Far East and the India/Australia routes and they were allotted 
to them. Then, one service had to be started on India-Poland route 
under the agreement with Poland. Since the private sector was not 
'Willing to go into that route the Corporation had to take the route also 
and it was allotted to the Western Shipping Corporation. The Com­
mittee feel that this way of selecting the routes for the Corporation is 
not methodical. While the policy of avoiding competition with the 
private companies and filling the gaps may be a guiding factor, the 
Committee do _ not believe that it can be the sole criterion for selection 
of routes. In their opinion, the question of a Corporation entering a 
particular route should he determined by considering the nature and 
volume of trade carried on in that route and the share of trade that can 
be .secured for Indian Shipping. While there may be many routes on 
which private companies are not operating, there might be scope for 
selection among those routes on the basis of the economics of each. 
The Committee recommend that the Government and the Corporations 
.should evolve a proper procedure for selection of routes in future in 
ihe light of the fore-going remarks.
{ V ) Study of Routes:

53. It is said that ‘trade routes need continual study'. When the 
Committee enquired whether either the Director-General, Shipping, or 
the Government Corporations were doing any such study, it was stated 
that the trade routes in the private sector would be,studied by the 
<x>mpanies in the private sector. The routes in the public sector were 
being studied by the Corporations and the Shipping Co-ordination 
Committee would be reviewing matters relating to development of new 
routes, li was. however, stated that no study had been made of the 
routes which could be treated as essential trade routes. The Com­
mittee recommend that the route pattern of the Government Shipping 
Corporations should be reviewed from time to time and if it is found 
that the route pattern is out of tune with the trade pattern or that by 
some alteration in the route pattern within the broad policy laid down 
by the Government the results of the operations could be improved 
upon, such alterations should he made.
(v) Indemnity Agreement:

54. The Government of India have entered into an agreement with 
the Eastern Shipping Corporation wherein they have undertaken to 
make good, from accounting year to accounting year, losses incurred 
by the Corporation in carrying on the business of the Corporation on 
account of the fact that allotment of routes to the Corporation has 
been reserved by the Government of India. The question of allotment 
of routes by the Government of India to the Corporation has been dealt 
with in para 49. The Committee believe that the Government should 
allot to the Corporations only such routes as are considered essential 
leaving the other routes to he selected by the Corporations themselves 
2126 J.S—3
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and the question of paying indemnity should be limited to losses 
incurred on the essential routes allotted by Government. They, there­
fore, suggest that the terms of the Indemnity Agreement may be modi­
fied accordingly.

C. Coastal Trade
55. During evidence, die representative of the Ministry stated that 

the public sector was not entided to trade on the coast and that the 
Coastal Conference was very chary of their right in that it did not 
want any competition on the coast. The Committee were also in­
formed that although coastal trade had been reserved for the Indian 
Shipping, s(»netimes foreign ships on charter with Indian Shipping 
Companies or ships owned by foreign shipping companies had to be 

\ allowed to operate on the coast. In this connection, }he Committee 
consider the following figures* of, the coastal trade handled by Indian 
and certain other ships as significant:

Tonnage of vessels which 
entered or cleared cargoes 

Distinguishing Nationalities at Indian Ports in coasting
trade in 1955-56
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(in
Entered

tons)
Ci:ared

Indian
British
Other counuies

.
2,297.092
1.550.559
1,671,199

1,931,801
985,384

1,223433

T otal . 5,518,850 4,040,618

It is observed from the above figures that the amount of cargo lifted 
by non-Indian ships was not inconsiderable. Under the circumstance, 
the Committee do not appreciate why foreign ships should have pre- 
ference over the Eastern Shipping Corporatiori in catering to the 
coastal trade in spite of the declared objective of cent per cent reserva­
tion of coastal trade for National Shipping. They suggest that the 
matter be re-examined so as to enable the Eastern Shipping Corpora­
tion also to participate in the coastal trade, if necessary, after taking 
into account the likely pattern of coastal traffic in future.

* (i) These figures have been taken from Statement No. 223 of the 
‘Statistical Abstract, India’, 1955-56, issued by the Cabinet Sectt. The Ministry 
of Transport and Communications who were requested on 24th February, 
1959 to verify and confirm these figures stated in reply that "Statement No. 
223 does not mention that the vessels entered or cleared in ballast and, there­
fore, it must be inferred that they entered or cleared with cargoes on board, 
it  is, however, nbt clear how much of these cargoes on board the foreign 
▼essda was actually loaded or unloaded in the coasting trade. Nor is it 
clear how much ton n u e out of the total tonnage of foreign vessels includ­
ed in Statement No. W  was on duuter w itt Indian Sapping Companies
.............. w e do not readilsr have Comparative figures of cargoes lifted in

trade by Indian ^ p s  and by non.Indian Ships on charter 
with Indian Companies.”

(ii) Extracts from enclosures to a further communication in this respect 
received m  the 30th March 1959 from the Ministry of Transport and Com> 
municati(ms have been reproduced in Apptodix XVI.



56. During evidence the r^resentatives of the Ministry also stated 
diat if a regular coastal service was st^irted from Kandla to Calcutta 
it would in due course get sufficiently developed. Cargo would be 
forthcoming from several minor ports and it would facilitate their 
gradual development. The Coastal Conference, did not, however, 
consider it economical to operate that route. It had, therefore, been 
put to them that if they were not willing to operate that route, the 
public sector would step in. The matter was s t^  under consideration 
of the Coastal Conference. The Committee hope that the ' matter 
would be settled satisfactorily at an early date. In this connection, 
they also invite attention to the recommendations in para 140 of thdr 
6Sth report for taking into account the likely future pattern of coastal 
trade and use of smaU ships for coastal traffic.

D. India/Andamans Rente
57. The Home Ministry is operating a service on the India/Anda­

mans route and has placed two ships on that route. The ships are 
owned by the Home Ministry and the Eastern Shipping Corporation 
acts as manager for the ships plying on this route. During^ evidence,
the representatives of the Ministry stated that the service was running 
at a loss but the extent of loss was not known.* It was stated that the 
services were running under instructions of the Ministry of Home 
Affairs and the Chief Commissioner, Andamans. The Corporation had 
no organisation of its own in Andamans to assist in the operation of that 
route. Judging from the replies given by the representatives of the 
Ministry^ the Committee feel that the Ministry of Transport and Com­
munications accept no responsibility for the working of the service. It 
appears that the service is being o|^rated under conditions of dual 
responsibility without the responsibilities of the two parties having 
been adequately defined. It is in their opinion not conducive to efficient 
management. The Committee believe that it would be better if the 
ownership of the ships belonging to the Ministry of Home Affairs and 
the allotment of the India/Andamans route were transferred to 
3ne of the Corporations. While they realise that the Ministry of Home 
Affairs might have certain administrative requirements on that route, 
they do not, however, consider that there would be much difficulty in 
meeting with those requirements if the ships were to be owned and 
operated by one of the Corporations.

58. Further, the Committee feel that the Corporation could 
develop this service in such a way as to make it economical. During

*A note submitted to the Committee on the 13th March 1959 with 
regard to the financial results of the India/Andaman Service is given in 
Appendix IV. It appears there from that full details of the financial results 
of operating this service even after about one year of the close of financial 
year (31st March 1958) were not available with^ Government because the 
corporation is only responsible for its managemeM on the mainland side 
and not on the Port Blair side, which is being looked after by a Shipping 
Officer at that Port. This only adds weight to the Committee’s view that 
the dual control to which the service is subject at present is not conducive 
to efficient management and underlines the need for its transfer to one of 
the Corporations.
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evidence the representatives of the Ministry agreed that if the ships 
(operated on the India-Andamans route) ^ a m e  a part of a bigger 
fleet they could yield belter results. It was also stated that if the 
Andamans service could be extended to Rangoon it would become 
profitable and the prospects of extending the service were, therefore, 
under consideration. The Committee, therefore, recommend that the 
Ministries of Home Affairs and Transport and Communications might 
together review the working of the India-Andamans service and con­
sider the possibility of transferring it to one of the Corporations and 
also explore the ways of improving its financial results. However, in 
order that this arrangement might not cause administrative inconveni­
ence to the Ministry of Home Affairs, the right to issue directives to 
the Corporation with regard to the operation of this service might be 
reserved to that Ministry on the understanding that should the imple­
mentation of such directives result in a loss to the Corporation, the 
concerned route be declared as an ‘essential route' or the losses 
reimbursed otherwise.

59. There are several islands in the Indian Ocean like the 
Laccadive, Minicoy. Maldives, Amindivi, Mauritius, Madagascar, 
Seychelles and Reunion etc. The Committee understand that there are 
no regular shipping services connecting these islands with the Indian 
mainland. There are a large number of people of Indian origin living 
in those islands and they are not in a position to maintain contract 
with this country for want of proper means of communications. The 
islands also give rise to a substantial volume of trade which, for the 
same reason, is understood tq be flowing to other countries, althou^ 
India is perh.:p> a natural market for them. The representatives of 
the Ministry admitted during evidence that there was need for intro­
ducing an inter-island transport service but stated that a proposal in 
this respect had been examined and it was found that while from an 
administrative point of view it would be desirable to introduce an 
inter-island service, it would not be economicaf viewed from a purely 
commercial angle. The Committee consider that if a service to these 
islands yi ere to be properly routed, it might not be as unremunerative 
as it might appear otherwise. Even if in the initial stages the service 
were not to he very profitable, the Committee feel that with the establish­
ment of a regular service the traffic and trade with these islands would 
develop in course of time and it would become economical. In any 
case, the Committee consider that first of all a survey of the traffic and 
trade potential of these islands should be made in consultation with 
the various official and non-official agencies. , They also recommend 
that, thereafter, the desirability of starting such a service and entrusting 
it to one of the Corporations should be considered. In case it entails 
any losses, the question of declaring these routes also as ‘essentiaF, 
might be considered,

E. Competition on Routes
60. It was represented to the Committee that Government ship­

ping corporations should be the spearheads for the expansion of 
Indian shipping and that they should not be vested with exclusive 
rights to operate on the routes opened by them. In this connection a 
suggestion was also made that Government should after developing
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new routes, encourage private companies to operate them so that Gov­
ernment shipping enterprise might further concentrate on the explora* 
tion of new or uneconomical routes. On the other hand, the Chairman 
of the Eastern Shipping Corporation, in his speech delivered at th6 
Seventh Annual General Meeting of the Corporation, observed that 
while the Corporation had scruplously adhered to the principle of 
avoiding competition on routes on which private shipping companies 
had establish^ themselves, it was expected that on routes allotted to 
the public sector and on which it had established itself there should 
be no encroachment by the private sector. In view of this, the Com­
mittee discussed the matter with the representatives of the Ministry 
and were told that all the lucrative trade routes were in the hands <rf 
private shipping companies and that they would not like to enter those 
routes on which either the Government corporations were operating 
or which had been earmarked for them, except the india-Japan' 
and the india-Australia' routes. Under the circumstances, it was 
stated that if the Corporations were to withdraw from even the latter 
routes, they would be left with no trade at all. The representative, 
however, agreed that the routes on which the Corporations had not 
started their services so far i.e. the Persian Gulf and the Indo-Polish 
Service, they would have no objection to the private sector coming in 
where there was surplus cargo by entering the Conference.

61. Shipping is an intensely competitive trade and it is essential 
£hat there should be utmost cooperation amongst shipping companies 
flying the same flag in order to secure maximum business for the 
national tonnage. The Committee, therefore, feel that a policy of 
mutual exclusion of private companies and Government Corporations 
from the routes operated by them would not be desirable at this early 
stage of shipping in the country. They, therefore, do not quite appre­
ciate why if there is surplus cargo available on a particular route 
served by the Government Corporation or a private company, it 
should not be shared with other Indian companies who might have 
surplus capacity to offer. As such, they consider that in order that 
maximum traffic is secured for rmtional shipping and that the available 
space is utilised to the maximum mutual advantage, there should be 
better coordination and cooperation among all the Indian shipping 
companies belonging to both the sectors. In this connection, it may 
be useful to refer to the practice evolved by British shipping companies 
summed up by a non-official shipping expert in a memorandum sub­
mitted to the Committee in the following words:—

“There is no arrangement like water-tight compartments for 
the activities of the different British shipping com­
panies. On the contrary, they work together, they co­
operate with one another and they do thdr best to 
promote a living spirit of coordination amongst their 
various activities. They arrive at an understanding  
and an arrangement whereby a pro^amme is ^ e d  a s  
to the routes on which different British shipping c(Hn- 
panies should run. The arrangement further stipulates
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the number of ships which diiferent shipping companies 
should run on diiferent routes. Arrangements are also 
arrived at as to the number of sailings of different 
shipping companies from certain ports c o v ^ g  this 
arrangement. Hiis gentleman’s agreement has paid a 
very rich dividend to the British Merchant Navy. It 
has enabled them to present a united front to the ships 
of all other flags. The strength of British Merchant 
Navy lies in the espirit de corps which it has established 
amongst its different lines and the spirit of adjustment, 
compromise and co-operation which it has shown all 
these years”.

62. The Committee hope that similar practices would be evolved 
in this country as well for which vigorous efforts are required to be 
made.
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TONNAGE
A. Acquisition of Tonnage

<i) Progress
63. The existing fleet owned by the Eastern and Western Shipping 

Corporations consists of eight ships of 52,892 CRT and a tanker of 
7,352, GRT respectively. Besides, the Eastern Shipping Corporation 
has placed orders for construction of two more ships with Messrs 
Hindustan Shipyard (P) Ltd. while the Western Shipping Corporation 
has placed orders for construction of six ships as follows:—

Name of th: Yard No. of Vessels

IV

Lubecker Shipyard, Germany 
Apunia Shipyard, Italy 
Uljanik Shipyard, Yugoslavia . 
Hindustan Shipyard, Visakhapatnam 
Harima Shipyard, Japan

2
I
I
I
I

Two of the four ships for which orders are placed with the European 
Yards are expected to be transferred to the Eastern Shipping C o ^ ra -  
tion.* When all the ships for which orders are placed are delivered 
the total tonnage of the two Corporations will be 65,891 and about
47,000 respectively.

64. As stated earlier, the Corporations were set up with a view 
to quicken the pace of development of shipping, which, due to the 
resources of the private sector being limited and the private companies 
being difhdent of making large investments in the industry, had been 
slow. The following statement shows the contribution made by the 
two Corporations to the development of Indian Shipping:

I

Private
Companies

2

Eastern and Wcsrcm 
Shipping Corpora­

tions 
3

Total
4

Percentage 
of 3 to 4

5

Tonnage in i947 
whrn state parti­
cipation in the 
field of Shipping 
was announced 127083 127083 • •

Tonnage in 1950 
wh''n ESC was 
established 390707 . . 390707 • •

-til rne lime oi laauai veniicarion, me commincc 
th«t no decision in the mitier had been taken so far.
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Tonnage at the end 
of the first five
Year Plan 447205 47563 4947 8̂ 9-6-

Est imatcd T onnagc 
at the end of the 
Second Five
Year Plan . 648109 112891 760000 14*8

Considering that the Corporations were set up to quicken the pace of 
development of Shipping, the Committee regret to observe that the 
progress made by them in regard to the acquisition of tonnage has 
been comparatively poor.

65. It was intended that the Eastern Shipping Corporation should 
reach a target of 100,000 tons within two years of its formation and 
a provision to the effect that the Managing Agents should endeavour 
to acquire the necessary tonnage within the stipulated period was also 
included in the Managing Agency agreement. The reasons for not 
reaching the target within the prescribed time limit were stated to be as 
follows:—

(i) Scindias who were the Managing Agents of the Corporation 
were reluctant to increase the paid-up capital of the Corporation and 
contribute their share towards the increased paid-up capital for the 
acquisition of additional tonnage; and

(ii) During the year 1950-52 there was a sharp rise in the prices 
of ships as a result of the Korean War. It was not possible, therefore, 
for the Corporation to acquire additional tonnage at reasonable prices 
during that period.

66. The Committee regret to observe that though it is eight years 
sincc the formation of the Eastern Shipping Corporation, it is still far 
from reaching the target of 100,000 CRT.
(ii> Inadequacy

67. The Eastern Shipping Corporation has at present got eight 
ships of which three ships have been placed on the Calcutta/Australia 
route, three ships on the Calcutta/Far East route and one each on 
the Bombay/East Africa and Madras/Singapore routes. The 
Committee were informed that the number of vessels owned by 
the Corporation were very much inadequate for the operations 
of the Corporation. A non-official stated that it was a mockery 
to operate ttie Calcutta/Far East route with only three ships. 
In his speech delivered at the Annual General Meeting of the Corpora­
tion on 17th December, 1957, the Chairman of the Eastern Shipping 
Corporation confirmed that the Corporations did not possess enough 
vessels to provide regular service either on the India/Autralia or on the 
India/Far East routes and stated that the Corporation required at least 
three additional vessels to provide a regular service on these two vital 
routes in the East. He assessed the immediate requirements of the Cor­
poration at eight ships, both passenger and cargo, after providing for the 
replacement of three ships, including one passenger-rM/n-cargo vessel.



These requirements are to cater to the existing four routes, operated' 
by the Corporation and do not take into account any programme of 
further expansion of the services of the Coiporation. The Committee 
notice that even after the addition of the four vessels (two from the 
Hindustan Shipyard and two to be transferred from the Western Ship­
ping Corporation), the Corporation would still be short of four ships 
for maintaining regular service on these routes.

68. As regards the Western Shipping Corporation, which was set 
up to operate initially in the India/Poland and India/Pakistan Gulf 
trades and, eventually, in the India/Red Sea and the India/Soviet 
Routes, there would only be three vessels, besides the two Tankers, by 
(be end of the Second Plan period, for four different routes. The 
Committee understand that for want of adequate tonnage the Eastern 
Shipping Corporation has not been able to oiler regular and sustained 
service on the routes operated by it. They also understand that for 
ihe same reason the Corporation has not been able to open new 
routes. They fear that judging from the facts stated above, the ser­
vices of the Western Shipping Corporation, if and when they are taken 
up, would be no better.
(iii) Imports of foodgrains

69. It has been pointed out to the Committee that many an
opportunity for a faster growth of the Corporation had been lost 
for one reason or another. It was stated in a memorandum 
submitted to the Committee that “Foodgrains were imported in 
millions of tons on account of Government during the pre-plan 
period. The quantity imported between 1946 to 1950 came
to 1.32.55,000 ions or at an average more than 26,50,000 tons per 
vear. it gave a very valuable opportunity to the Govenunent for the 
development ot national shipping. It is, therefore, deplorable that 
ihe Government failed to take advantage of this golden opportunity 
and did nothing to add substantially to the tonnage of the country.. . .  
Foodgrains imported by the Government during the 1st Plan period 
exceeded 1,18,00.000 tons. This gives the average of the import of 
foodgrains of 23,77.400 tons per annum. Another golden opportu­
nity of expanding Indian tonnage was lost by the Government". 
During their evidence the representatives of the Ministry explained that 
the Ministry of Food was anxious to get the foodgrains quickly and 
their transport could not be delayed pending acquisition of ships there­
for. Besides it was stated that the resources required to acquire the 
tonnage adequate to lift the foodgrains would be much greater than the 
resources required for payment of freight and resources of that magni­
tude were not available. While the Committee agree that the resources 
required for acquiring all the tonnage for lifting the whole quantity of 
foodgrains would be too much to be attempted at any one time, they 
believe that with proper planning it might have been possible to acquire 
some tonnage out of the amount of freight paid for the import of food­
grains. As foodgrains are still being imported and such imports may 
continue for some more time the Committee recommend that Govern 
ment might attempt to acquire some ships for the carriage of food­
grains and to reduce the recurrent drain on foreign exchange on account 
of freight therefor, as far as possible.
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<iv) Foreign Exchange difficulty:
70. In the course of his speech at the Seventh Annual Meeting 

of the Eastern Shipping Corporation, the Chairman of the Cot]^ration 
stated that “Freight and charter rates have declined, newly built ships 
are being offered at substantially reduced prices, and attractive offers 
for resale of ships under construction are being received. Foreign 
shipyards also have begun to show interest in receiving orders for new 
construction. It will be a pity if we are not able to take advantage 
of these favourable conditions to augment our national shipping so 
as to achieve the target under the Second Five Year Plan.”

71. The Committee were informed that it had not been possible 
to avail of the attractive opportunity to acquire more ships because 
firstly the entire financial provision made in the Second Five Year 
Plan for expansion of shipping had been fully conunitted even before 
the first year of the Second Five Year Plan was out and, secondly, the 
foreign exchange position of the country had also deteriorated. The 
Committee consider it unfortunate that the country should be losing 
such a valuable opportunity and. therefore, recommend that povern- 
ment might consider the possibility of making some readjustment in 
the allocation of funds under the 2nd Plan and allot additiorml funds 
for acquisition of ships.

72. In this connection, the Committee were informed that despite 
the acute shortage of foreign exchange some of the private companies 
had been able to buy ships on self-financing basis. Under such a 
system no initial payment is to be made in foreign exchange. The 
^ t  instalment would be paid one year after the vessel is delivered 
|ind subsequent instalments would also be payable out of the freight 
earnings of the vessel. There would, thus, be no or little net expendi­
ture in foreign exchange for purchase of vessels on self-financing 
basis. During evidence it was stated that it was under consideration 
to acquire some ships for the Corporations on tl̂ is basis but no orders 
had yet been placed. The Committee recommend that speedy deci­
sions might be taken in this regard so that the Corporations might be 
able to make purchases when the market is favourable.

73. The Chairman of the Eastern Shipping Corporation stated in 
his speech at the 7th annual meeting that Government had considered 
the possibility of acquiring ships on deferred payment terms and had 
in fact accorded its approval to contracts being negotiated for fresh 
construction on payment of 15% of the value in foreign currency, 
initially, provided the builders were prepared to accept payment of the 
balance within seven years after delivery of the vessel. These terms 
were not generally acceptable but offers had been received for payment 
of 20 to 30% advance with the balance becoming payable in 5 years 
after completion of delivery. The Committee understand that these 
terms have not been accepted by Government with the result diat no 
orders have yet been placed for purchase of ships on deferred pay> 
ment basis. During evidence* the representative of the Ministry s ta t^  
that whatever allocation had been received in terms of free foreign 
exchange, (which is essential for the initial down payment of 25% of the
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price of the vessels) had been earmarked for the private sector, and 
that the Corporations had not been able to tap that limited 
source of supply of free foreign exchange. The Committee fail to 
understand why Government have imposed such restrictions on the 
initiative of the Corporations with regard to the acquisition of ships 
on deferred payment basis. They recommend that in view of the fact 
that the responsibility for development of shipping has been placed 
mainly on the public sector Government may reconsider their deci­
sions with regard <to purchases on deferred payment basis by the Cor­
porations. In this connection, the Committee suggest that the possi­
bility of diverting a portion of the funds allocated for payment of 
freight on imported foodgrains for the initial payments for deferred 
payment purchases may also be considered.

74. In this connection it was re; resented to the Committee that 
the shipping industry might be permitied to utilise its foreign exchange 
earnings for the acquisition of additional tonnage. The representa­
tives of the Ministry stated that the Ministry of Finance were not 
agreeable to this proposal as they held the view that while making 
the country’s foreign exchange commitments all these earnings were 
to be taken into account and pooled together. Any exception allow­
ed in the case of shipping would result in other industries also demand­
ing a similar concession. The Committee, while appreciating the view­
point of the Ministry of Finance, suggest that having regard to the 
importance of the shipping industry, the feasibility of permitting the 
utilisation of a part of the foreign exchange, earned by the Shipping 
companies {private and public), for the acquisition of tonnage in 
future, through the Shipping Development Fund, might be considered.

75. The Committee were given to understand that out of the 18 
billion yen credit raised in Japan 5 billion yens were allocated to ship­
ping and out of the 5 billion yens, 3 billion yens had been reserved 
for the public sector and the balance allocated to the private sector. 
They were also informed that another loan of about Rs. 12 crores 
in foreign exchange was being negotiated and when it materialised it 
would be allocated to shipping. The Committee hope that the Cor­
porations will take quick steps to acquire more ships with the aid of 
the loan funds which have been or may be allocated to them.
(v) Second-hand ships

76. Out of the nine ships so far acquired by the two Corporations, 
six are second-hand ships. Of the six, three ships, namely the “State 
of Saurashtra”. the “State of West Bengal” and the “State of Bombay”, 
^re stated to require replacement within less than ten years of their 
acquisition, in one case with less than four years. The Committee 
understand that the operational expenses of the Corp>oration have been 
higher on account of heavy repair charges incurred on these ships. 
They believe that the operational efficiency of the Corporation would 
have also suffered to some extent due to the ships being out of date, 
and therefore, recommend that in building up their fleet with second­
hand ships, the Corporations should keep in view the operation factors 
■and the competitive aspects of the shipping business and acquire orify 
modem and efficient ships.
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B. ImUa-Poland Service
77. Under the agreement between India and Poland both the 

countries are required to place certain number of vessels on the Indo* 
Polish trade and the Western Shipping Corporation has been noniinat- 
ed as the Shipping organisation responsible for operation of ships as­
signed for the service. It was agreed between &e two countries that 
wbile it would unquestionably be more economical to conunence the 
service on the route with owned vessels, if it was not possible to do 
so the service should commence with chartered vessels. Thus, on the 
Polish side the Poland-lndia Shipping Line is stated to have already 
placed five chartered vessels for the the service owing to the urgent 
need for the transport of cargo. But the Western Shipping Corporation 
has not so far placed any vessels. It is stated to be not in favour of 
:hartering vessels, and is, therefore, looking for suitable vessels for 
purchase. It has, however, not been able to acquire suitable ships for 
the service.

78. The agreement with Poland was entered into in May 1956 
and the Western Shipping Corporation is stated to have been set up in 
a hurry to meet the obligation arising out of it. It is nearly three 
years since then and yet the agreement has not been fulfilled.

79. During evidence the representatives of the Ministry explained 
that on account of the freight rates being low it would not be economical 
to run vessels on chartcr basis. It was stated that Poland had chartered 
the vessels but they were long-term chartered vessels and Poland w'as 
lucky in getting chartered vessels when the market was low. Now the 
market had fallen and the freight rates had also fallen. The'Com­
mittee are not convinced as to w hy if chartering vessels was found eco­
nomical enough by Poland, it should be found uneconomical by the 
Western Shipping Corporation. While they appreciate that the freight 
being low, the earnings \yould be less, they also believe that when the 
market has fallen the charter rates would also have fallen comparative­
ly compensating for the fall in the earnings.' They, therefore, re­
commend that the pos.\ibility of acquiring some ships on charter basis 
to be placed on the India-Poland .service, may be reconsiderAl, in order, 
firstly, to fulfil the obligations under the agreement with Poland and 
secondly, to secure the traffic on the route pending acquisition of its 
own vessels by the Western Shipping Corporation.

C. Balanced Fleet
80. It has been suggested to the Committee that in building the 

fleet the Corporations .should aim at maintaining a balance among 
various kinds of vessels. It has been stated that ‘the composition of 
the fleet will depend to a large extent on the routes and the trades 
selected and it is suggested that in arriving at a decision in this regard 
the modem trend towards specialist service, in particular, bulk carrier 
vessels, e.g.. tankers, grain carriers, or coal carriers, heavy lift vessels 
etc. should not be lost sight oF. The Committee commetnd the sug- 
fteatUms for consideration of the Government and the Corporations.

•The addiriona] infoimation in thi* tCRard furnished by the Minittry on the 13th 
M ai^, 1959 is letmdttced in Appendix V.
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D. Purchase of ships from the Scindias
81. The Eastern Shipping Corporation purchased both its pas- 

senger-cum-cargo ships, viz., the ‘Sta(e of Bombay’ and the ‘State of 
Madras’, from Messrs. Scindia Steam Navigation Co. Ltd. Prior 
to their purchase the ships were plying on the India/U.K. passenger 
service. The service having been discontinued, the ships were surplus. 
TTie decision to purchase them and the approval of the Government 
thereto were announced by the Chairman of the Corporation in Novem­
ber, 1953. They were, however, actually purchased on 25th March, 
1954 and 5th May, 1954, respectively. These ships were put into 
operation on 21st July, 1954, and 30th October, 1954, respectively, 
after conversion, to suit the requirements of the trades. The ships 
were stated to have been built in 1948 ^nd had a speed of 12 knots.

82. The price paid for the ‘State of Bombay’ was Rs. 91.7 lakhs 
and for the ‘State of Madras’ Rs. 95.5 lakhs. The expenditure incur­
red on their conversion was Rs. 17.7 and Rs. 19.5 la ^ s  respectively. 
The ‘State of Bombay’ has had to be frequently repaired. It was, 
therefore, decided by the Directors in January 1957 that the vessel 
should be laid up for one month every year for repairs in order to 
avoid dislocation of schedule and also inconvenience and annoyance to 
the passengers. The frequent repairs to the ‘State of Bombay’ were 
attriouted to the defective engine which was stated to have not been 
maintained properly by the Scindias.

83. In this connection, the Committee find that as early as Decem­
ber 1955, i.e., about a year after the purchase of these ships, the 
Chairman of the Eastern Shipping Corporation (Shri C. H. Bhabha) 
observed that “The speed and other factors of the ‘State of Bombay’ and 
the ‘State of Madras’ are a handicap in the way of improved carriage of 
cargo owing to their tight schedules". In Januar>' 1957, Shri Bhabha 
stated that “the vessel 'State of Bombay’ is considered to be somewhat 
unsuitable for the India/East .\frica Service and your Directors have 
therefore decided that a new ship of slightly bigger capacil) and appre­
ciably faster speed should be built for employment in this trade releasing 
the ‘kate of Bombay' for Haj tratlic”. Again in December 1957 the 
the Chairman of the Corporation stated specifically that “we. . . .
need a replacement for the ‘State of Bombay'.” The Coinminee are 
surprised to note that it should have become nccessary to replace the 
'State of Bombay' only after four years of its purchase and ten years 
of its being built when the normal life of a ship is stated to be between 
20 to 25 years. Further, they fail to understand why these slow run­
ning ships were at all purchased by the Corporation. The Committee 
Joubt whether the survey stated to have been carried out before their 
purchase was thorough and satisfactory. They fear tiuit these ships 
were not properly examined before they were purchased. .4.v the re­
placement of one of the ships in the immediate future is likely to 
cause a covital loss of a large magnitude, the Committee recommend 
that an enquiry might be made into the matter with a view to investi­
gating how the ships were purchased, and, if there were any negli- 
gence or irregularities in it. to fixing rc^ponsihility therefor.
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E. Contracts with foreign Sh^yards

( i )  Orders
84. As stated earlier, the Western Shipping Corporation has placed 

orders on European yards for the building of S vessels for its fleet. 
The details regarding the price and delivery dates are given below:

Name of Yard
No. of 
vessels & 
their 
tonnage

Price S p ^ d
Date of 
contract

Date of 
Delivery

I. Lubecker Shipyard 
Germany

2  (93CX5 
DWT 
cach)

17
Knots

2. Apunia 
Italy

Shipyard

3. Uljanik Shipyard 
Yugoslavia.

4. Harima Ship building 
&Eagi.ieeriag Co. 
Ltd., Japan________

DM
13977000 
each (Us.
160 lakhs).

*324800 and 15 
£45000 for Knots, 

extra accommo­
dation (Ks.i6i 

lakhs)
♦jCio4iooo 15 
CRs. 138-80 knots, 
lakhs).

I (10,000 815 -5 mil- 13 
DWT) lio i y^n (Rs. knots 

108 lakhs)

I (9800 
DWT)

(10510
DWT)

Sept.
T956

Nov.
1956

Dec.
1956

June/Dec- 
1959-1960

Nov.
1959

Jan.
1959

Oct.
1959

85. The Committee understand that recent trends in merchant 
shipping in advanced maritime countries are to build ships of larger 
size and greater speed. In this connection they learn t ^ t  in USA 
they are building sUps of 12900 DWT with a speed of 20 knots. The 
Commktee, therefore, recommend that in building up their fleet of 
ships and tankers, the Corporations should keep in touch with the 
latest trends in this respect.
(il ) Escalation

86. The Committee were informed thsft the price of ships 
was subject to escalation on account of fluctuations in the prices 
of material, wages etc. in all cases. While in the case of ships 
built in Germany there is no element of fixed price and 
the whole price is subject to escalation,' the ships built in 
Italy and Yugoslavia are subject to an element of fixed 
price to the extent of 35% and 80%, respectively, and 
the rest is subject to escalation. In this connection, they were told 
that since the prices were falling, the escalation clause would operate 
in their favour but the exact quantum of benefit would only be 
known at the time of the delivery of the vessels w;hen all calculations 
would be made and necessary vouchers would be presented by the ship> 
yards for verification. Regarding the procedure for verification^ 
it was stated that the prices materials and wages at the time of signing 
the agreement would be taken as a guide and the vouchers produced 
by die shipyards and the prices shown therein would be compared with 
tbe price list published quarterly by the European Coal and Sted

•Om of tbit aaouK 60 per cert U pajrable in Indian Riq>ees fnd 40 per cent in Brititb 
Foundt fCerling.



Community. The verification work was p ro v e d  to be entrusted to 
the staff employed in the Indian Embassies in Italy or Germany.

87. The Committee do not consider that the proposed arrange­
ments for the scrutiny of these vouchers are satisfactory and suggest 
that the examination of final payments with reference to the operation 
of the escalation clause should be entrusted to qualified Cost Account­
ants arui, as far as possible, the services of the Cost Accounts Branch 
of the Ministry of Finaru:e be utilised for this purpose.
(iii) Supervision

88. The Committee were informed that supervision over construc­
tion of ships ordered by the Corporations from foreign yards had been 
entrusted to the firm of Lloyd’s Register of Shipping, London, and the 
supervision over the construction of ships being built by Messrs. Hindu­
stan Shipyard has been entrusted to Sir John Biles & Co., London, a 
firm of naval architects. The total fees charged by the Lloyd’s Register 
of shipping for supervision of the four vessels under construction in 
Europe is £6,295 and the fees payable to Sir John Biles Co. for 
supervision of three ships delivered so far by Hindustan Shipyard 
(including one of the Ministry of Home Affairs) is approximately 
£8,700.

89. The Committee are surprised that for supervision of cons­
truction in a Government undertaking, the Eastern Shipping Corpora­
tion and the Government have had to incur such heavy expenditure. 
As the Shipyard would have also engaged a separate firm of Consult­
ants to advise them and to supervise the construction of ships, the 
Committee doubt if it was necessary for the Corporation to 
engage another firm for supervision. If, however, it was necessary 
to have the ships supervised by an independent authority, they feel that 
the services of the Mercantile Marine Dejtartment might have been 
utilised for the purpose. The Committee do not also appreciate why 
the cost of supervision of three ships in Iruiia should be higher than 
the cost of supervision of four ships in Europe. They, therefore, 
recommerid that for orders to be placed for construction of ships in 
future the possibility of making a more economical arrangement for 
their supervision be considered. In this connection, the Committee 
learn that the Hindustan Shipyard has a scheme of deputing 
their technicians for intensive training abroad. They suggest, however, 
that with a view to reducing independence on foreign firms in this 
regard, a larger number of technicians trained in the Hindustan Ship­
yard or at the Indian Institute of Technology, Kharagpur, might be 
sent abroad for acquiring advanced training and more experience.

90. The Committee understand that important private s h ip f ^  
companies, in addition to employing a local surveyor for supervision 
of ships under construction abroad, also depute an Engineering Super­
intendent of the respective companies to the shipyards from Sie time 
tlw empty-huU is launched and fitted with engines to ensure tihat the 
wiring, electrical arrangements, installation of engines, etc. is prcq>erly 
executed under his guidance. In addition, the Master designate of 
the ship is also deputed there from the time of launching to see that on
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the deck side every thing is properly done. Thus, besides the final cer- 
tiiicate by the Lloyds Surveyor, they have supervision by their own 
technical men at every stage. During discussions with the represen­
tatives of the Ministry, the Committee were informed that the Corpo­
rations could not depute their engineers for supervision of ships being 
built for them in Europe on account of the diflSculty of foreign ex­
change.* While the Committee appreciate the consideration given by 
the Corporations to the foreign exchange difficulties of Government, 
they feel that as large investment is involved in the ships which are 
under construction, it might have been advisable to spare some foreign 
exchange for deputing a few engineers to be associated with the differ­
ent stages of construction of these ships in order, firstly, to ensure that 
the ships are constructed according to the specifications of the Corpo­
rations and, secondly, to provide an opportunity to the engineers to 
secure the know-how of the building of ships.
(iv) Terms with Yugoslav Yards

9 1. The Committee were told that the price of the ship to be built 
-at Yugoslavia was substantially lower than that quoted by other Euro­
pean Yards for a similar vessel. Besides 80% of the price was fixed 
(not subject to escalation) and 60% of the price was payable in Indian 
rupees. While discussing the possibility of placing more orders on the 
Yugoslavian Yard, the Committee were informed that subsequent to 
1956. the Yugoslav shipyard had offered vessels on rupee payment 
basis. The broad terms were that 80% of the price would be paid in 
Indian currency against which they would buy Indian goods and the 
balance of 20% would be paid after one year of the delivery of the 
vessel. It was stated by the representatives of the Ministry of Trans­
port and Communications that the terms had not been accepted by 
the Ministry of Finance on the ground that even if payments were to 
be made in rupees, it would involve loss of foreign exchange because 
^he export of those goods would have otherwise earned foreign exchange. 
The Committee, however, consider that* the deal might result in the 
generation of more export trade of Indian goods than would otherwise 
be and therefore might not cause any net expenditure of the foreign 
exchange earnings. They, therefore, suggest that the feasibility of 
acquiring more ships from Yugoslavia on the above terms might he 
reconsidered, after trying for sometime the vessel for which orders have 
already been placed.

F. Contracts with the Hindustan Shipyard
92. One of the reasons for the delay in the expansion of the ton­

nage of the C o ^ra tio n  was that the Corporations had a clear liability 
to keep the Hindustan Shipyard engaged because private companies 
were not interested in placing orders with that yard. In order to keep

• At the time of factual verification, the Ministry of 'I’ransport & Communications 
also observed, as follows :—

“ TKc Finance Ministry have pointed ont that from the minuies of the meeting of 
the Board of Directors of the Western Shipping Corpf‘»-a*ion held on the 23rd December 
1958, I* appears that ihc Board had itself, in view of the opinion exorcssed by the Opera- 
tion«! Manager and Superintending Engineer decided not to send Chief lingineer earlier 
than 3 4  momhs of the approximate time of delivery of the vessel. They have pointed 
out it is not, therefore, correct that they turned down the proposals for the deputa- 
ition of Chief Engineers on gr rands of foreign exchange.”
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the capacity of the Hindustan Shipyard at peak level, the Corpora­
tions had to place their orders with them. They had placed orders 
for construction of 9 ships with Hindustan Shipyard but, due to 
financial stringency, the number of orders had been reduced to ±ree. 
Even then, there was much delay in delivery of the ships by that yard. 
The dates on which orders were placed on the yard and tte  dates of 
delivery of the ships are shown in the following statement;—

Date of Date of
Name o f vessel placing D divery

Order.
(1) M .V .‘State o f Kutch’ ............................................1-10-52 24-10-56
(2) M.V. ‘State o f Orissa’ . . . .  1-10-52 31-12-57
(3) Two ships o f the Eastern Shipping Corporation N ot delive­

red Yet.
(4)^One ship o f the Western Shipping Corporation D o.

93. Besides, the Committee understand that the Corporation has 
not yet entered into formal contract with the Hindustan Shipyard 
with regard to the orders placed on the latter, the reason being that 
the Yard was not in a position to accept the normal conditions which 
are Tncoiporated in a ship-building contract. It was stated that a 
copy of the standard form of contract had been received recently but 
it was no more than a skeleton, as the actual price of the vessel, as also 
the various specifications, had not been indicated in the draft contract, 
it was stated that even in regard to the two ships delivered by that 
Yard to the Eastern Shippmg Corporation, the contracts were still in 
the process of being signed without any stipulation about the delivery 
dates or penalty clause for delay in delivery. The Committee regret 
that even after a period oj seven years oj working and despite ' the 
comments of the Estimates Committee contained in their Fourteenth 
Report (First Lok Sabha), it has not yet been possible for that yard 
to accept normal conditions of contract and to adhere to the stipulated 
dates of delivery.

94. In this connection, the Committee understand that the Japa­
nese employ a unique technique in building vessels which takes only 
six to fight months to complete a vessel. The Committee feel that aJl 
opportunities of learning the Japanese technique in ship-building 
should be explored and suggest that the feasibility of deputing young 
technicians from the Hindustan Shipyard to Japan to acquire the know­
how of the Japanese technique might be considered. They would 
further suggest that while placing orders on foreign Yards for building 
ships, it should be ensured that Indian technicians are associated with 
every phase of ship-building so that they might learn the techniques 
employed by those Yards as well. The possibility of such deputations 
to the Yards on which orders have alre^y been placed might also be 
considered.

G, Tukcr FImI
95. At present there is only <»ie tanker with the Western Shipping 

Corporation which was acquired second-hand in January 1957. The 
Corporation has further an order fbr a new tanker with Messrs.



Harima Shipbuilding and E ngineer^ Company of Japan. Hie pco»> 
pects of acquiring more tankers, bo& new and second-hand, are also 
stated to be under investigation. The Committee consider that the 
progress made in the acquisition of tankers is very slow. They under- 
stand that the two tankers which have been a^uired or are under 
acquisition are not sufficient to carry the whole of the existing coastal 
trade in oil which has been reserved to ships of thb Indian fla^. Fur­
ther, with the prospects of finding sufficient quantities of oil in the 
country, there would be need for more tankers for the transport at 
crude and refined oil. In this connection, they refer to the recom­
mendation made by them in para 168 of their 65th Report (fvst Lok 
Sabha) for acquiring more tankers and urge that the same might be 
implemented expeditiously.

H. Broken
96. The Western Shipping Corporation has employed a firm of 

brokers in Lx>ndon, namely, Messrs. Harley Mullion & Company 
Ltd. The Committee were informed that the normal procedure for 
making purchase of ships was to employ the agency of brokers and 
that the Government had approved similar procedure being followed 
by the Corporation. The Vessel ‘Desh Sewak’ was acquired through 
the t>rokers and the building contract for a cargo vessel placed with 
the Apunia Shipyard was also entered into th rou^  them. It has been 
stated that the Corporation does not pay them any specific fees. They 
get their commission from the shipyards or sellers, as the case may be. 
As. however, the commission would be reflected in the price of the 
vessels payable by the buyers, certain conditions had been stipulated to 
the brokers, namely, that they would not charge commission higher 
than 2 per cent, in any single transaction, that half the commission 
would be paid to the Corporation and that in no case would they pay 
any commission to any individual.

97. While the Committee appreciate the safeguards provided by 
the Corporation to minimise the incidence the brokerage they are 
not convinced if it was necessary to appoint the brokers.* It does not 
appear that any broker was employed for purchase of any of its ships 
by the Eastern Shipping Corporation. The Western Shipping Corpo­
ration itself did not require the services of the brokers for placing 
orders for construction of ships in Germany and Yugoslavia. In the 
circumstances, the Committee suggest that the necessity of continuing 
the services of the brokers might be examined. If, however, it is consi­
dered necessary to continue the agency of brokers, the Committee 
suggest that the possibility of encouraging Indian brokers to develop 
their activities in the field may be explored. ,

* At the time of factual Verification, the Ministry obse-ved that ' it is custontaiy 
to cm ploy b'oicers wherever necessary. Where a transaaion can be entered into without 
the a Histance ot a broker, every effon is made to diminate him. It is, however, not pot* 
aible in all transactions to eliminate the broker. The Western Srapping Corporation 
was able to eliminate the services of M/s Harfev Mullion & Co., the official brokers, for 
idadng orders on German and Yugoslav Yards. Jt was, however, not possible to eliminate 
the brcAer of the German Shipyard namdy, Fisher & Co., neither by the Scindiat nor Iw 
the Corporation.
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OPERATIONS
A. Liner versus Tramps

98. The Eastern Shipping Corporation operates mainly iiner 
;services. It has become a member of several shipping conferences.* 
The Western Shipping Corporation however has not joined any con­
ference. It is stated to be the intention of Government that the Western 
Shipping Corporation would not enter conferences and would operate 
only tramp services.

99. The Eastern Shipping Corporation operates cargo service on 
the Calcutta-Australia and Calcutta-Far East routes and passenger- 
cum-cargo service on the Bombay-East Africa and Madras-Singapore 
routes. The Chairman of the Eastern ShiRping Corporation stated in 
his speech at the Eighth Annual General Meeting that the general 
services of the Corporation suffered from the handicaps of both the 
liners and tramp trades because the availability of general cargo on 
these services at least in one direction in each case, namely, from 
Calcutta to Japan and from Australia to Calcutta, was very limited. 
The vessels had, therefore, to depend largely on the carriage of bulk 
cargo such as iron ore and scrap from Calcutta and wheat and flour 
from Australia. In this connection, the Committee were told that 
bulk cargo was better suited for tramp operations, than for liner services. 
As such, the Committee fail to understand what special advantage is 
secured hy r.a lcr:: Shipping Corporation in restrlc*:;!" its operations 
to liner services.

100. It is said that development of tramp shipping is the quickest 
way of securing increased participation of Indian flag in the country’s 
overseas trade and that tramping offers much better opportunities for 
the fuller employment of the available tonnage because of the unres­
tricted freedom it enjoys in carrying bulk cargoes. The Committee 
were informed that the Study Group of the Consultative Committee of 
Ship-Owners appointed to examine the shipping target for the Second 
Five Year Plan expressed a View that there was wide scope for Indian 
companies to participate in tramp shipping.

101. Conference lines are a restricted field and operation on these 
lines is subject to regulation by an outside authority. They also involve 
heavy expenditure on the network of agencies to be maintained for 
securing business. Still there is no certainty that ships operating liner 
services would get adequate traflic. The Chairman of the Eastern 
Shipping Corporation himself pointed out that one of the reasons ies> 
ponsible for the fall in earnings of the Corporation during 1957-58 
was the non-availability of adequate cargoes for the Corporation's

* A list of conferences to which the Corporation has been admitted is givoi io 
^Appendix VI.



vessels. It was, however, stated in evidence by the rq>resentatives o f  
the M inistry that the volume of Government cargo was so much that 
even if the entire tonnage owned by the Indian companies (public 
as well as private) were to be mobilised, it would not be able to lift 
the whole of it. The Committee consider it to be somewhat paradoxi- 
cal that while Government has entered international trade on a large 
scale and has become a major importer and exporter, its own Shipping 
Corporation should be faced with dearth of cargo. Government car­
goes, especially foodgrains and ores, are essentially bulk cargoes to be 
suitably handled by tramps. As the trade in such cargoes emanates 
generally from the trade agreements between Governments, it m i^ t 
be possible to secure it for the Shipping Corporations without incurring 
any expenditure on soliciting the business. The Committee were, how> 
ever, given to understand Aat tramp rates for the carriage of cargo 
were much lower than liner rates and that they were more often affected 
by fluctuations in international trade with the result that earnings in 
tramp trade would not be as much as in liner service. Nevertheless, 
the Committee believe that lower earnings in tramp service might be 
compensated by fuller utilisation of shipping space and saving on the 
agency commission. Taking all these factors into account, the Com­
mittee consider it advisable for the Eastern Shipping Corporation also 
to take to trafhp business.

B. Trade in Iron Ore
102. Normally, exports from India to the Far East comprise of 

iron ore, scrap and gunnies. In this connection, the Chairman of the 
Eastern Shipping Corporation stated in his speech at its Seventh Annual 
General Meeting that export of gunnies was not large and that export 
of scrap was dwindling; for filling the vessels of the Corporation on 
outward voyages on the Calcutta-Far East routes, the Corporation had, 
therefore, to rely on the export of iron ore which was the monopoly of 
the State Trading Corporation. The State Tfading Corporation had 
entered into an agreement with Japan for export of seven million tons 
of iron ore in the course of five years. The contract was stated to have 
Iw n entered into on f.o.b. basis. The buyers were, therefore, free to 
lift the cargo by whatever vessels they chose. The Committee were 
pven to understand that no provision was made in the agreement for 
giving preferential treatment to Indian shipping for the carriage of that 
cargo. As such, the Japanese buyers had largely reserved the trade 
in iron ore cargo for the ships of their own nationality. During the 
first year of the agreement the Eastern Shipping Corporation could not 
secure any traffic in the cargo. In the follov^ing year, however, the 
Japanese had been persuaded to allot a small volume of cargo to the 
Corporation but that was said to be settled at a very low rate.

103. The Committee discussed this matter with the representatives 
Ot the Ministry and Corporation at length. During their visit to Cor­
poration’s ofiSce at Bombay, the Sub-Committee of this Committee 
were informed that the Japanese were keen upon reserving the traffic 
fak the iron ore to their own vessels and, therefore, would offer only 
VKy low price for the ore in case it was to be carried by Indian ships. 
At the State Trading Corporation was anxious to obtain maximuma



{>rice for the ore, it agreed to f.o.b. terms for its export. During tbeir 
^evidence, it was stated by the representatives of the Ministry that the 
State Trading Corporation wanted that the freight rates for carriage of 
bon ore should be the same as quoted by the Japanese; but none of 
the Indian shipping companies was prepared to lift the cargo on those 
rates. The Committee are surprised that although the State Trading 
Corporation and the Eastern Shipping Corporation are both Govern- 
mem' unde. t'ikirigs and the Director General of Shipping who is the 
Special Di'frtor of the Eastern Shipping Corporation is also a Direc­
tor of the i'lte Trading Corporation, there was no coordination bet­
ween the two Corporations with the result that while negotiating the 
agreement with Japan, the State 1 .ading Corporation overlooked the 
irqerests of the Eastern Shipping Cornoration. The Corcmittee were 
given to understand that the Eastern Shipping Corporation was not 
even t'tk • into confidence while negotiating the agreement and, as 
such, f.s Managing Director had to fly to Japan with a view to securing 
some c;>rgo directly from the Japanese buyers. The Committee, there­
fore, suggest that in future effective steps should be taken to ensure 
better co-ordination amongst the va-i'^us State undertakings.

C. Shipping Coord'-’ation Committee
10‘1. The Government of India have set up a Committee known 

as the Shipping Coordination Comn^ittce v-kh a view to establishing 
belter liaison between the various Minist ies c; ;he Government of 
India and other organisations on the on̂ * hanu and Indian shipping on 
the other, ‘o that more intensive Uoe could be made of Int ian stepping 
for handiinc Government trade. The resolution under which the 
C’onimiltce was set up is given in Appendix VII.

105. It is one of the functions of the Shipping Coordination Com­
mittee to act as a clearing house of information in regard to the avail­
ability of Government cargo and space in the Indian ships with a view 
to making the most effective use of the available Indian tonnage and 
also to advi.se on the best and most economical shipping arrangements 
possible for the Government owned cargo in case Indian ships are not 
available. It was represented to ihe Committee that the Coordination 
Commhtee had friled to achieve the object for which it was set up. 
It was also represented to the Committee that ship-owners were not 
always consulted with regard to the availability of sMpping space for 
carriage of Government cargo. This is evident from the fact that the 
Eastern Shipping Corporation which is running a regular service on 
India-Japan route and is mainly dependent on the export of iron ore 
for its business was not associated with the negotiations with regard 
to the agreement for export of iron ore to Japan. The Committee, 
therefore, strongly urge that the machinery of the Coordination Corn^ 
mittee might be ntade a more effective instrument for securing co- 
ordination among different shipping interests.

106. The Committee were informed that one of the reasons for 
the failure of Ae Coordination Committee to achieve its object was 
that the Government while offering the cargo to Indian ships ask fw  
tiie carriage of cargo at tramp rates which shipowners consider vny
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low. It has been represented to the Committee that the “rock, 
bottom rate for charter cannot be compared with the rates of freight, 
^ e n  by liner who have to provide continuous service at regular 
mterval<( on certain definite routes. It is also vital for building up 
of a Merchant Navy that the ships should be enabled to carry cargo 
at reasonable and remunerative rates”. During evidence the repre* 
Bentatives of the Ministry explained the position as follows:—

“The State Trading Corporation finds that in order to have 
export promotion of a certain article, a certain 
amount of freight would enable the commodity to 
move. If the freight is high, then the price at th& 
other end would be so much that the commodity 
would never be exported. The State Trading Corpo­
ration makes enquiries about the tramping rates and 
finds if the tramping rate for a particular cargo from 
an Indian port is 60 shillings, then an offer is made 
to the Indian shipping company at that rate. But the 
Indian shipping companies are not prepared to lift 
the cargo at the rate. It is far too low and uneco­
nomical for them. In that event the State Trading 
Corporation is not prepared to subsidise Indian ship­
ping by paying a higher freight rate and thereby 
making use of Indian vessels. They are keen to 
encourage export promotion”.

107. The Committee feel that development of shipping is as vital 
the promotion of trade and it is necessary to have a coordinated

policy for development of both. They, therefore, suggest that the 
p o li^  of XjjDvernment with regard to the rates to be allowed to the 
Indian companies for carriage of Government cargo might be recon­
sidered.

I). Patronage of Indian Shipping
108. While examining the estimates relating to the Ministry of 

Transport in 1956-57, the Committee were informed that it was under 
the consideration of Government to issue a directive to all the autho­
rities concerned to the effect that—

( 1 ) orders for import of stores equipment etc. from abroad should 
ordinarily be on f.o.b. terms and specific provision in this regard 
should exist in all such contracts;

(2 ) that preferably orders for such shipment should be centralised 
through the I.S.D., London, the I.S.M., Washington, or the Indian 
Embassies concerned to whom standing instruction had been issued to 
use Indian ships as far as possible.

(3) in the case of C.I.F. contracts, endeavour should be made to 
include a suitable clause to enable the utilisation of Indian ships for 
canying the cargo.
The Coomiittee understand that no such directive has so far beeO' 
issued. The Committee were told that the Ministries make their own 
arrangements for chartering ships for bringing tibe cargo on their
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account and no preference is given to Indian ships. The agreement 
entered into by the State Trading ^rpw ation  with regard to export of 
kon ore only adds weight to the grievance of the shipowners. It t o  
bcei  ̂stated that such a practice is contrary to the national shipping 
policy and a suggestion has, therefore, been made that instructions 
might be issued to the various Ministries and State Governments to 
give preference to Indian ships for the carriage of their cargo.

109. The Ministry of Transport has, however, pointed out the 
following difficulties in issuing such instructions:—

“Ships have to be provided according to delive^ schedule 
over a long period of time. Any delay in providing 
ships dislocates the supply arrangements and renders 
the Ministry liable to pay storage charges and 
demurrage. Even higher freight might have to be 
paid if the freight market goes up during the jwriod 
of supply. On top of these uncertainties, Ministries 
have to reckon with the fact that there are only very 
few Indian ships which are available on tramp basis 
and a substantial part of the cargo might have to be 
transported in foreign tonnage regardless of whether 
the shipping arrangements are in the hands of the 
Ministries or in those of the foreign suppliers or 
buyers. The Indian ships which are in the liner 
trades are able to lift only parcels and that too only 
if the movement is on the routes on which they ply. 
On the other hand, purchase of stores on C.I.F. or
F.O.R. destination basis is free from the above uncer­
tainties since it is the responsibility of the suppliers to 
fix shipping and effect supply according to schedule”.

110. While the Committee appreciate that the problem of deve- 
ment of shipping is fraught with many difficulties they at the same 
time feel that unless determined efforts are made to overcome them, 
Indian shipping cannot make much headway. The Committee, 
therefore, feel that it should be possible to issue a directive on the 
lines as contemplated earlier at least in respect of certain categories 
of contracts, if not all, in the first instance. They hope that serious 
attention would be given to this matter without further loss of time.

111. The Chairman, Eastern Shipping Corporation, made refer­
ence in his speech at the Seventh Annual General Meeting of the 
Corporation to a tramp shipping company encroaching upon the 
traffic in railway materials from Japan to India which is, in his 
opinion, essentially a preserve of the Corporation. The Chairman

the tramp shipping company has also made reference to the matter 
in Im speech at the Seventh Aimual General Meeting of the company. 
While the Committee do not wish to go into the merits of'the case, 
Ih ^  consider that public controversy on such matters among shipping  
oompanies of the same flag is not desirable and suggest that such 
•ontroversy might in future be avoided and matters of confficting 
interests might be settled by understanding and mutual agreement.



E. Oil and Tanker Tnde
(i) Movement of Oil on the Coast

112. With the setting up of the oil reveries, a large volume of 
trade has developed on the coast in oil. As the reveries import crude
oil, the volume of oil in the overseas cargo is also considerable. Coastal 
trade being reserved to Indian Shipping, the latter is entitled to carry 
the whole of it. The number of oil tankers running on the coast 
is, however, small. Private sector is stated to be not interested in tanker 
trade. It is also stated that the companies which were operating 
tankers did not have a happy experience. Besides, the agreement with 
tli\j oil refineries provide that the trade would be open to all flags sub­
ject, however, to the condition that if the Government or any Gov- 
emment-owned-organisation were to have tankers, the refineries would 
give them preference subjcct to their charter commitments. These 
factors have limited th: oil trade to the Government Corporations.

113. The Western Shipping Corporation hopes to acquire a 
tanker fleet for movement of oil cargoes along the coast. It is 
intended that these vessels will be chartered to the oil companies. 
At present the Western Shipping Corporation owns one tanker viz., 
‘Desh Sewak’ which has been chartered to Burmah Shell. The Corpo­
ration has also placed an order for a new tanker under the Indo- 
Japanesc Yen Loans Agreement. It is intended that this tanker, 
when v^ l̂ivsred, will be chartered to Caltex. The Corporation is also 
ilate l to l>e investigating the prospects of acquiring other suitable 
tankers with a viiw to charteiing them to Messrs. Callex and Stanvac. 
In this connect! :>n, the Committee, however, understand that the 
tankers arc built according to the specifications etc. given by the oil 
companies to which they are intended to be chartered. They feel that 
such a practice, in effect, would amount to chartering the tankers to 
those companies only, in perpetuity, and would leave little scope for 
obtaining competitive charter rates for the owners.
(ii) Charter of “Desh Sewak"

114. The tanker ‘Desh Sewak' was committed to time charter to 
Shell Tankers Ltd., at 22 sh. 6 d. per dwt., per jnonth until April 1958 
and the Corporation had to take over charter commitments. After the 
expiry of the term of charter with Shell Tankers, the tanker has been 
chartered to Messrs. Burmah Shell Oil Storage and Distributing Co., 
of India Ltd., for a period of three years at 32sh. 6d. With regard to 
the charter rates, one of the non-officials stated as follows:—

“I do not know whether the charter rate was fixed after 
considering various figures. There is no competitive 
element in it. The Burmah Shell has got its own 
tankers. The Stanvac has got its own tankers. 
Most of these big oil companies have got their own 
tankers. Then, &ere is a very big tanker market 
largely owned by Scandinavian countries. They sit 
down and fix a rate which is a good rate and I am 
told the charter rate of the Western Shipping Coipo- 
ratkm was somewhere around that rate. There is na 
oompetitive rate as such”.
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^he Committee, therefore, feel that in order at least to know v.hat 
'Would be the reasonable rate for chartering a yesxel, the Corporation 
.should operate a vessel directly and acfxuire kno',vledge with regard 
to the cost and profit that may be secured in the irade.

115. The Committee understand that the brokers, besides being 
paid commission on the value of the ships, are also entitled to a share 
of the charter iiire earnings of s.t. ‘Desh Sewak’ which was purchased 
through them. Thus, they are getting 3 itice per month per dwt. on 
those earnings. The Committee considei r  as an unusual provision 
and recommend that the terms of the con met with the brokers in this 
respect may be re-examined*.
(iii) Practice of Chartering

116. Insofar as tlie practice of chartering out the tankers is con­
cerned, a non-official witness, while tcnclciJng evidence before the 
Committee, observed as follows:—

“It is all right that the Western Shipping Corporation char­
tered its tanker to an oil company at London, *»'!t 1
would have been still happier if they them«c'ves 
worked the tanker and instead of earning £16,000, 
earned a little less than that, but gained vai. ble 
knowledge, and, above all, the international economics 
of this type of busint-.

During evidence, the representative of the Ministry, however, explain­
ed the position as under:—

“It is much more definite and pf-ecise if we give a ves-̂ ril on
charter rather than do it ourselves, because the move­
ment of oil from one rt̂ finery to a place of cons .;rr.p- 
tion would depend upon the production and would 
depend upon so many other factors which we do not 
control; but the oil companies control. If we were 
to give a vessel every time the refinery was in a posi­
tion to send its cargo to a plr’ce of consumption, pro­
bably we might have committed the vessel to some 
other place or it might happen that each oil cooipany 
would need a vessel at that time. It \<ould create a 
lot of difficulty and confusion. If we were to do it 
on tramping basis or on a scheduled service, when the 
vessels are available, the refineries may not have 

____________ cargo and we would be losing money. The charter
* At the time of factual verification the Ministry stated that “ It is not uiuisual 

for t  broker to get a commission if be is expresdy entrusted the charter hire negotiatiom 
with the charterer. In fact, it is the oommerdd practice for a broker to charge a com­
mission for such sevrices. The office of Burmah Shell in Bombay r^sed to negotiate 
the charter hire of the tanker and stated that the same would have to be settle>) in London. 
Hierefore, the services of a broker had to be used. Origindly a charter hire r>.re of 
32 th. « u  settled. The Corporatioa refused to pay to the broker any commission ouc of 
this amount. The broker negotiated an increase of 6 d in the rate. It was settled that, 
out of diis increase of 6 d, he would be allowed 3 d and the other jd, would be taken by 
the Corporatioii. Thus the Corporation were able to get a slighUy higto rate over tbe 
rate originallv settled. It is not possible to re-examine this transactioii, wliich has been 
flnaHsed, under which the broker has ben  able to get in effect hb oonunissioa mat 
ftom the ahlpowner but from the charterer, and has inddestaUy also benefited the 
Corpuratioii .
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hire is a definite money irrespective of the fact that oili 
company makes use of the vessel or it remains idle;, 
wherever it is sent, it is not our concern. This is more 
economical. Most of the tanker trade is on charter 
busis. I do not think there are any scheduled services 
anywhere in the world. There is either the charter 
basis, of F.A. rates, i.e., on voyage basis. For example 
from Persian Gulf to Bombay, you pay a certain 
rate. Generally 90 per cent of the world tanker 
trade is done on charter basis”.

117. The Committee, however, understand that the tanker busi­
ness is a secret preserve of the oil interests. As indigenous oil indus­
try has recently been developing in the country, tiiey feel that it 
might have been better if the tanker had been placed on a tramp or 
scheduled service in order to acquire experience in the trade. The 
Committee, therefore, recommend that the Corporation might try to 
operate one or more of the vessels to be acquired in future on a tramp 
or on a scheduled service instead of chartering out them all to the 
oil companies.
(iv) Overseas Trade in Tankers

118. The Committee further understand that a suggestion was 
made to the Corporation that if the tanker could secure a better charter 
rate and earn better profits on the basis of world-wide trading than on 
the coastal trade, the Corporation should accept such an arrangement. 
The representatives of the Ministry explained that it was essential to 
place the tanker on the coast in order to nationalise the trade on that 
route and to exclude foreign flags as much as possible in accordance 
with the policy of cent per cent reservation of coastal trade for national 
shipping. After the policy was accomplished, ocean-going oil trade 
would be taken up. The Committee, however, feel that as the objec­
tive of the shipping policy is not limited to ngtionalisation of coastal 
trade but also envisages that a portion of the adjacent and overseas 
trade should be secured for national shipping the trade, which would 
be selected for operation at any time should be considered from the 
point of view of relative economics. The Committee, therefore, 
suggest that the Corporation might examine the economics of over­
seas trade vis-a-vis the coastal trade and consider placing one or more 
of the tankers which it proposes to acquire in future on the overseas 
trade.

F. The fMadras-Singiq»ore and Bombay-East Africa Services
(i) Agreement with B.I.S.N.

119. The Madras/Singapore service was started in October 1950 
(with a vessel, S.S. Jalagopal, chartered from the Scindias) and the 
Bombay/East Africa Service was inaugurated in July 1954. Both of 
them are passenger-cum-cargo services, llie  operation of service in 
die two routes is subject to an agreement with the British I n ^  Steam 
Navigation Co., which was o^rating on those routes prior to the entry 
of the Corporation. The main terms of the agreement with the Britisli



India Steam Navigation Co. Ltd., are given in Appendix VIIL The 
Committee observe that the agreement is not favourable to the Eastern 
Shipping Corporation. They, therefore, recommend that the possi­
bility of having them revised, so that the Corporation may have equal 
rights with British India Steam Navigation Co., might be examined.
(ii) S.S. "Jalagopal"

120. The Madras/Singapore Service was started with a vessd S.S. 
‘Jalagopal’ chartered from the Scindias on the terms as given in Appen­
dix IX. The period of charter of the vessel was from 1st October, 
1950 to 3rd November, 1954. The total gross operating profit earned 
by the vessel during the period was Rs. 48,05,653 of which charter 
hire amounting to Rs. 45,12,706 was paid to the Scindias. The Com­
mittee feel that the terms on which the vessel was chartered were 
unduly liberal and the net gain* to the Corporation on account of the 
service of the vessel has been very insignificant.
(iii) S.S. ‘Culross’

121. A Japanese vessel S.S. ‘Culross’ was chartered by the 
Eastern Shipping Corporation and was placed on the India/Japan 
route to supplement its services. The period of charter was eight 
months. During the period it earned Rs. 7,94,392 against which 
it paid Rs. 10,99,260 as charter hire. Thus, even though the 
vessel was stated to have been chartered at a time when the 
charter rates were low (17 sh. per dwt.), the operation of the 
vessel resulted in a loss. The Committee suggest that the reasons for 
the loss might be investigated. Further, since it is understood that the 
number of vessels placed on the route is very inadequate, they also 
suggest that the possibility of placing more economically chartered 
vessels on the route in order to secure maximum traffic for the Corpo­
ration pending replacement thereof by owned vessels might be con­
sidered.

G. Agents
122. For securing business for its vessels, the Corporation has 

appointed agents in various ports. A list of agents of the Corpora­
tion together with their terms of employment is given in Appendix 
X. The Committee were informed that the appointment of agents 
at ports in the country and abroad was made by die Managing Agents 
wi& the approval of the Board of Directors. They observe that 
several of these agencies, including that of Calcutta, have been given 
to Scindia Steamship Navigation Company Ltd., who were also the 
Managing Agents. The Committee suggest that the service rendered 
by the agents at various ports and the terms allowed to them 
may be reviewed in the light, inter-alia, of the business procured by 
them in the past.

• In a note furnished by the Ministry on the 13th March, 1959 the Committee were 
informed that out of the margin of earnings of ‘ S.S. Jalagopal over Rs. 3 lakhs were 
■pent to meet the management expenses during the period it remained on charter with 
the Hastr-n Shipping Corporation. Thus, the opsration of this vessel actually resulted 
in a loss. This only confirms iLc view of the Conunittee that the terms of diarter of thit 
vessel were pn'ina fad* liberal and weie responsible for the lou incurred by the Corpora- 
tion.



123. The Corporation has appointed the Scindias as its agents im 
London’*. The agency terms include the representation fee, charter 
commission, commission on fuel and oil and commission on store 
purchase. In this connection, Committee refer to para 173 of their 
62nd Report (First Lok Sabha) wherein it was suggested that the 
Eastern and Western Shipping Corporatiotis should become members 
•of the Charter Committee of the Baltic Exchange so that the inte­
rests of the Government might be safeguarded in getting vessels as 
cheaply as possible and also in order to earn a part of the one per 
cent commission which the Charter Committee would be distributing 
among its members. The Government are stated to have accepted 
the suggestion in principle. In view of this, the Committee hope 
that it would no longer be necessary for the Corporation to use the 
services of the London Agents for chartering the ships. Further, as 
the Corporations do not operate any service on the Indo-U.K. route, 
the Committee consider it desirable that the necessity of maintaining 
the Agency in London might be reviewed.

124. In para 26 of the Audit Report, 1958, there is a comment 
with regard to an Indian Mission abroad chartering two vessels, 
belonging to one of the Indian Shipping Corporations, for shipment of 
foreign wheat purchased by Government in December 1955 and 
March 1956 through the London Agents instead of through the 
Director-General of Shipping, as required under the prescribed pro­
cedure, for which the Corporations had to pay about Rs. 26,960 to the 
agents as brokerage and commission. The Committee believe that 
for securing Government cargo for the ves^eh of the Shipping Cor­
porations, it is not necessary to have the services of private agents. 
The Committee hope that instructions would havr been issued that, as 
far as possible. Government Departments should utilise the services of 
the Shipping Corporations for carriage of their stores, so that the Cor­
porations might not have to pay agency commission for securing those 
cargoes.

125. The Committee are also of the opinion that for making pur­
chases in London, the services of the Government organisation, name­
ly, the D.G., I.S.D., London, should be utilised instead of engaging 
private agents for the purpose.

126. The Committee were given to understand that it is the 
practice among the premier shipping companies in the private sector 
that in order to ensure that the agents appointed for the Corpora­
tions secure maximum business they keep a close watch over them. 
They were told that every agent would be asked to explain if he did 
not put in enough cargo or put in only lot(r paid cargo. The agents 
would s(»netimes be called in a conference in order to understand 
their difficulties and to discuss their problems. Besides, the Chairman

*A note explaining the nature of varion* kindt of oonunistion allowed to M/a. Seta* 
dia Steamship Q>mdon) Ltd. and the amount of oommiatioD of each kind paid to then  
dwing the latt thtee reata is gived in Appendix XI.
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of the Shipping Corporations or one of the directors tfaoreo^ would" 
McasionaUy visit the ports and meet the shippers personally~ln order 
to establish personal contact with them to ascertain that they were 
getting good service from the agents. The Committee were told that 
the Eastern Shipping Corporation was, on the other hand, not permit­
ted to send its officers to visit foreign ports on account of foreign 
exchange problem. The Committee consider that it is a false economy 
to save the foreign exchange involved in deputing an officer to visit 
foreign ports, as such visits are likely to improve the earning of the 
Corporation and this might help earning a larger volume of foreign 
exchange. They, therefore, feel that in all such matters the Corpora­
tions would do well to follow the best traditions of commercial prac­
tice.

H. Liaison with the AITUA*
127. As regards the quality of service rendered by the Corpora­

tion to its users, the Committee were given to imderstand that there 
was a lack of human contact in the operations of the Corporations. 
It was, therefore, suggested that the officials of the Corporation 
should develop personal contact with the users of their vessels, such 
as, shippers and passengers. The Committee commend this sugges­
tion for consideration of the Corporation. In this connection, the 
Committee also suggest that the Corporations would do well to main­
tain liaison with All India Transport Users’ Conference which is doing 
valuable work in co-ordinating the needs of the transport users with 
the facilities provided by the transport undertakings.

1. Repairs
(i) Nature

128. Ship repairs fall under two categories: ( 1 ) Running repairs; 
and (2) survey repairs. Running repairs are carried out for mainten­
ance and up-keep of vessels for safe and efficient prosecution of \ >yages. 
Survey repairs are again of two kinds: ( 1 ) Classification survey wliich 
is done once in four years to meet the requirements of the classification 
survey, and (2 ) the annual passenger service which is done in the case 
of passenger ships by the Mercantile Department of the Ministry of 
Transport for the safety of life at sea.
(ii) Cost

129. The cost of repairsf incurred by the Eastern Shipping Cor­
poration during the last five years is as follows:—

1952-53 1953-54 1954-55 1955-56 1956-57
1. Rutining Repairs 1,46,000

(2)
2. Annual & Special 

Survey • 8,05,000
(2)

3. Shipping & Printing

3,82,000
(3)

4,000
(nil)

6.64.000 
(6)

2.09.000 
(2)

9.75.000 
(6)

6.09.000 
(2)

1.42.000
C6)

10.79.000 
(7)

18.15.000 
(4)

5,7»,ooo
(7)

•AU India Tra-'spori Usen’ Association,
t(i) I; cm for firs; tht‘e years is merged with repsin.
(ii) Figures in brackets indicate number of ships.



Hm expeadituie on repairs of seven ships owned 1̂  the 
<Eastem Shipping Corporation during the year 1956-57 amounts to 
about Rs. 33 l a ^ .  During 1957-58 the Corporation incurred Rs. 35 
lakhs on survey and repairs excluding Rs. 21 lakhs on special s u rv ^  
or approximately Rs. 4:5 lakhs per vessd per annum. During 
evidence it was stated that for vessels which were not new the average 
was normal. The Chairman, however, observed in his speech at the 
Eighth Annual General Meeting of the Corporation that the expenses 
incurred on repairs were, well above normal. The Committee, there­
fore, suggest that the reasons for the heavy expenditure on repairs 
might be investigated with reference to repair charges incurred by 
other companies.
(iii) Repair facilities

130. The Committee understand that facilities for repairs of ships 
in India are not adequate and that there is need for more dry docks. The 
Committee further understand that the question of adequacy of repair 
facilities is under examination of the Ships Repairs Committee set up 
by the Government. The Committee hope that Government would 
take siii:able steps to improve repair facilities on the basis of the recom­
mendations of that Committee.
(iv) Repair Workshops

131. The Chairman of the Eastern Shipping Corporation also 
observed at the Eighth Annual Meeting that the heavy expenditure on 
repairs was a drain on the resources of the Corporation and felt that it 
could be substantially reduced if it could be ensured that repairs were 
carried out at a reasonable cost. The Committee are given to under­
stand that vessels of the Eastern Shipping Corporation and Western 
Shipping Corporation are given to vanous workshops for repairs, such 
as—

(1) Hindustan Shipyard, Visakhapatnam.
(2) Garden Reach Workshop, Calcutta.
(3) Hooghly Dock Engineering Company, Calcutta.
(4) Mazgaon Workshop, Bombay.
(5) Scindias Workshop, Bombay.
(6) Alcock Ashdown & Co., Bombay.
(7) Mackinnon Mackenzie, Bombay.

132. The Committee suggest that as the tonnage operated by the 
two Corporations would be increasing gradually the possibility of the 
Corporation owning a workshop for repairs of the vessels may be 
considered. A workshop of that nature may, besides conducting re­
pairs of vessels, also undertake the corutruftion of small crafts for 
coastal trade.



FINANCE AND ACCOUNTS
A. Capital—stroctnre

133. The authorised capital of each of the two Corporations is 
:Rs. 10 crores divided into 10 lakh ordinary shares of Rs. 100 each. 
The present paid-up Capital of Eastern Shipping Corporation is 
Rs. 5'50 crores and that of Western Shipping Corporation is Rs. 3‘5 
■crores. The shares of Eastern Shipping Corporation were till 1956-57 
shared between the Government and the Scindia Steamships Navigation 
Co. in the ratio of 76:24. The Scindias’ share was repatriated partly 
in that year and partly in 1957-58. Both the Corporations are now 
wholly owned by Government. Besides, the Eastern Shipping Cor­
poration borrowed Rs. 162 50 lakhs from Government for the purchase 
of two ships of which the outstanding amounts as on 31st March, 1958 
was Rs. 1.12,17,311.

B. Financial Results
134. Tlie financial results of the two Corporations arc shown in 

the following statement:

VI

Year
Freight and Operational 

Capital other earn- expenses* 
ings

Profits 
or Losses

1950-51
1951-52
1952-53
1953-54
1954-55
1955-56
1956-57
1957-58

Eastern Shipping Corporation
2.00.00.000
3.00.00.000
3.00.00.000
4.25.00.00c
5.50.00.000
5.50.00.000
5.50.00.000 
5,50,00^000

43.52.000
90.06.000 
86,ir,coo
97.80.000

1,48,00,000
2.26.94.000
2.71.76.000
2.63.64.000

36.91.000
59.06.000
66.42.000
83.46.000

1.29.52.000
1.48.08.000

1.83.85.000
2.11.68.000

4  1,39,000
-1-22,54,000 
-f-12,38,000 

-1-4,07,000 
— 19,01,000 
-1-31,71.000
4-35,12,000

+4,24,000

Western Shipping Corporation
1956-57 • 2,69,94,424 3>89,ooo 3.49.000 20,000
1957-58 • 3.50,00,000 18,54,000 (not intimated) 3.49.ooo

(i) Profits and Dividends
135. As the Western Shipping Corporation has so far presented 

accounts only for a brief period, the Committee do not offer any com­
ments on the working results thereof. As regards the Eastern Ship­
ping Corporation, the percentage of profits earned by it on its paid-up

•These figures do not include all the en>:nses sho«rn in the Annual Acc o ; «i f e 
<>oiporation for Pricing out the amounts of profits/losses.
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capital during the last eight years and the dividmds declared by it so  
far are given |n the table below:—

Year
Percentage 
of profiir?

Dividend Share of 
declared Govenuiicnt Rate

T950-5I . •7%, . . . •
1951-52 • 8-5% 4,00,000 3,oo,oco
1952-53 • 4-1% 6,00,000 4>50yOOO
1953-54 •  ̂ • •94%
1954-55 (loss) • 3-5% . .
1955-56 5-»% . .
1956-57 . 6-4% . . ..
1957-58 • '77%

• •

It

A statement of the earnings of the Eastern Shipping Corporation as 
compared with those of other Shipping Companies for the year 1956- 
57 is also given in the following table:—

Eastern
Shipping Other 

Corporation Compani s*

Gross Profit  ̂ as percentage of salcŝ
Gross profit as pcrct.ntag  ̂ of total capital employed® 
Profits* as percentage of net wortffi

13-8
4-2
6-6

18*9
8-2

JO-2

136. It is observed from the first Table given above 
that the working results of the Eastern Shipping' Corpora­
tion as represented by the profits earned so far 
are not steady. The Corporation has also not contributed for many 
years any amount to the revenues of Gfevernment. The second table 
indicates that the earnings of the Corporation do not compare 
favourably with those of the other Shipping companies. In this connec­
tion, the Committee were informed by a non-official witness that ship­
ping business was subject to fluctuations and that it took a long time 
to yield good results. However, the Committee feel that the fluctua­
tions in the working results of the Corporation have been too frequent 
and that the period of eight years is long enough for the public to 
expect stable results from the Corporation. They, therefore, suggest 
that the Corporation might explore the possibilities of improving its 
earnings and reducing its expenses in order that the net profits may be 
higher and that a portion thereof might also be contributed to the re­
venues of Government.

*The figures relate to the average percentage eamingt of the Shipping Companie 
worked out in the Reserve Bank Bulletin Oaober> 1958.

'  Including Managing Agent's remuneration, intertst diarges and pfovisions for 
tax but excluding depreciation.

* Freight and passage money.
* Total net amount comprising net fixed assets and circulating capitaL
* Net distributed and retained profiL
* Paid up capital plus all reserve (other than taxation & depredatioD itserves) 

u d  balance of profits.



(ii) Freight and passage earnings
137. In so far as the freights and passage earnings of the Corpora­

tion are concerned, it would appear that though, in absolute terms, the 
/unount of freight and passage money earned has risen substantially 
(from Rs. 43*52 lakhs in 1950-51 to Rs. 271-76 lakhs in 1956-57), 
Ae rise relative to capital investment is not as high. The rate of turn­
over of effective capital in 1950-51 was about 22% and the rate of 
turn-over in 1956-57 and 1957-58 was about 43%*. This may sug­
gest that either the efficiency of the investment is low or that the 
organisation for securing business is not effective enough or that the 
route pattern of the Corporation is uneconomical. The Committee 
suggest that the Corporation may work out the most efficient rate of 
turn-over by comparison with the rates of turn-over of other companies 
in India and abroad, determine the defect, if any, in its investment or 
organisation and take suitable steps to rectify it.

138. The Chaimian of the Eastern Shipping Corporation stated in 
his speech at the 7th Annual Meeting that “The future prospects of the 
Corporation, however, are not equally rosy. The Corporation had 
hitherto the benefit of fairly good export/import cargoes and high 
fre i^ t rates. We are now going through a period of recession which 
might well develop into a slump. Freight rates have taken to a new low 
and there is a general scarcity of cargoes especially on the outward 
voyages.” In his speech at the 8th Annual General Meeting of the 
Corporation he stated that in taking such mildly pessimistic view in the 
previous year he was over-optimistic. He reported that the waves of 
recession sweeping over Europe and America had affected India also 
and consequently the working results of the Corporation for 1957-58 
were not as satisfactory as in the previous year. The Committee how­
ever feel that the working results being unsatisfactory might not be due 
solely to depression in shipping business.

139. Answering a possible criticism that private shipping companies 
had fared better than the Eastern Shipping Corporation during the year 
the Chairman of the Eastern Shipping Corporation also observed that it 
was because of the disparate character of services on which the Corpo­
ration and the other shipping companies operated. He explained that 
two of the services operated by the Corporation were passenger servi­
ces which had to be run to schedule regardless of the availability of 
passengers or cargo. As regards the cargo services operated by the 
Corporation, he stated that they were open to the handicaps of both 
Liner and Tramp trades. As liner services, the vessels of the Corpora­
tion were not getting adequate cargo with the result that they had to 
carry bulk cargoes on tramp basis, while there was a precipitate and 
steep decline in freight rates. The Committee feel that these observa­
tions betray either a bad selection of the services operated by the Cor­
poration or bad management thereof. They therefore, recommend that

*The perccnugc has been worked out as a ratio of the’ freigfat and passage money 
to paid up capital plus the unsecured loan and lest the amount paid for ships under cons­
truction.
t l 26 LS- 5
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a shipping expert might be appointed to examine the working of the 
Eastern Shipping Corporation and to advise on the changes required 
to improve its results.

50

C. Operational Costs

(i) Review of costs

J40. The percentage of operational costs to freight and passage 
earnings are shown below:—

Year

1950-51
1951-52
1952-53
1953-54
1954-55
1955-56
1956-57
1957-5«

Percentage of operational 
expenses to Freight/ 
Passage earnings

848%
65-4%
77-1%
85-3%
87-6%
65-5%
69-4 %
82-5%

The Committee are concerned to observe the periodic rise in tht  ̂
operational expenses of the Corporation. They suggest that the Corpo­
ration might with advantage ascertain the percentages of different items 
of cost to earnings of other shipping companies, compare them with its 
own, and take steps to make improvement in its cost structure where 
necessary.

141. In this connection, the Committed were informed that the 
Corporation had no system of review of operational costs. They how­
ever understand that some of the premier shipping companies in the 
private sector review their costs periodically and regularly. They con­
sider it necessary that the Corporation should also introduce such a 
system and be constantly on the look-out for effecting economies irt 
expenditure.
(ii) Cost Accounting Unit

142. The Committee understand that like other Shipping Com­
panies, the Corporation also prepares voyage estimates and the actuals 
are stated to conform to the estimates except with regard to overheads. 
In this connection, the Committee suggest that the Corporation might 
consider the desirability of setting up a Cost Accounting Unit to work 
out the estimates and cost of each voyage and to indicate the points 
where economies or other improvements would be possible. The Unit 
might work out a practicable operational co-efficient to judge the work­
ing of each vessel.



(iii) Evaluation Organisation
143. In this connection, the Committee also consider it desirable 

that in view of the fact that many of the State undertakings are not 
yielding profits and might not also be in a position to yield profits due 
to some of them assuming a social service character, there should be a 
separate organisation to evaluate the working of such undertakings 
independently of profit consideration. Such an orgamsation has been 
set up in respect of community development projects. The Com­
mittee on Plan Projects set up by the Planning Commission has organised 
a few teams to examine the working of irrigation and building pro­
jects. The Committee consider that it is necessary to have a similar 
organisation to examine the working of the Industrial and Commercial 
Undertakings also. They, however, suggest that the organisation to be 
set up in respect of such undertakings should not be an ad hoc nature 
but should be able to undertake examination of each undertaking 
periodically.

D. Depreciati<Hi
144. The Committee understand that the Corporation has been 

providing for the normal depreciation allowed under the Income 
Tax Act. The Income Tax Act provides also for certain special de­
preciation allowances which do not appear to have been taken into 
account by the Corporation. Besides, depreciation is calcu­
lated on the historical cost of the assets. Thus, the Corporation pro­
vided upto March 1957 Rs. 1,02,84,127 for . depreciation on the fleet 
against which three vessels became due for replacement by that time. 
The Committee consider that, in the normal course, the cost of re­
placement of fixed assets should be raised within the business and 
they, therefore, feel that the rate of depreciation provided by the Cor­
poration is not adequate for the purpose. They suggest that the Cor­
poration might review the practice in that respect.

E. Annual Budgets
145. The Committee understand that generally the Eastern and 

Western Shipping Corporations raise their share capital as and when 
required and the Committee were informed that there was no system 
of budgeting the revenue and capital expenditure of the Corporations. 
The Committee consider it unbusiness-like. and, in this connection, refer 
lo the following recommendation made in para 25 of their 20th Report 
{2nd Lok Sabha):

“the undertakings should prepare a performance and pro­
gramme statement for the budget year together with the 
previous year’s statement and it should be made availa> 
ble to the Parliament at the time of the annual budget. 
Further these bodies might also be encouraged to pre­
pare business-type budgets which would be of use to 
Parliament at Ae time of budget discussion.”

146. The Committee suggest that similar action might be taken by 
the Corporations.
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v n
PERSONNEL

A. Shore and Floating Staff
147. The personnel of the Eastern Shipping Corporation are of 

two broad categories, namely, personnel employed on the shore and 
those employed on the ships. Two charts showing the number of offi­
cers of various categories and grades, employed ashore and afloat, de> 
partment-wise and ship-wise, are given in Appendix XII.

148. The shore staff is divided among four divisions of the head 
office of the Eastern Shipping Corporation, namely, (i) Commercial 
Adviser’s Secretariat, (ii) Commercial and Traffic Division, (iii) 
Operations Division, and (iv) Finance Accounts and Administration 
Division.

149. The function of the, Commercial Adviser is stated to be to 
advise the Corporation in the matter of securing cargo as well as rep­
resenting the Corporation at various Conferences. As there is also a 
separate Commercial and Traffic Manager and three Assistant Mana­
gers to deal with traffic matters, the Committee do not consider that 
there is adequate justification for the existence of the Commercial Ad­
viser’s Secretariat. They, therefore, recommend that the necessity of 
maintaining the Secretariat may be reviewed.

150. In the Operations Division there are an Assistant Operations 
Manager, a Marine Superintendent, an Engineer Superintendent and 
an Operations Manager. The Marine Superintendent is stated to be 
in over-all control of all technical work pertaining to Deck Depart­
ment of ships and the Engineer Superintendent is stated to be in over­
all control of all technical work relating to the Engine Department 
of ships. The Committee were informed tiiat the function of the 
Operations Manager was to co-ordinate between fhem. As the Marine 
Superintendent and the Engineer Superintendent would 
themselves be of senior rank (The proposed scale of pay of the Ope­
rations Manager is 1800-100-2300 and the proposed scale of pay ot 
the Engineer Superintendent is 1800-50-2000) with duties as those of 
Heads of Departments, and as they will be assisted by a Technical 
Officer and a Naval Architect who are also supervisory officers, the 
Committee do not see any adequate justification for the existence of the 
post of an Operations Manager to co-ordinate between them. The Com­
mittee, therefore, recommend that the desirability of abolishing the 
post of the Operations Manager might be considered.

151. In the Commercial and Traffic Division there are supervisory 
officers at four levels, namely. Commercial and Traffic Manager, De­
puty Commercial and Traffic Manager, Assistant Manager and Junior 
Officen. The Committee are not happy that even in a commercial
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undertaking there should be such an elaborate hierarchical system of 
organisation. They, therefore, suggest that the organisatioruil set up 
of the Corporation might be reviewed and reorientated on a scientific 
and rational basis.

152. The Committee observe that there is variance in the total num- 
ber of staff employed in each of the vessels operated by the Eastern 
Shipping Corporation as shown below:

1. State of Andhra
2. State of Bombay
3. State ofKutch
4. State of Madras
5. State of Orissa
6. State of Saurashtra
7. State of Travancore-Cochin
8. State of West Bengal
9. Nicobar 
ID. Andamans

55
138
59

146
58
55 
58
56 
63 
78

The variation is largest in the case of the ‘State of Bombay* and 
the ‘State of Madras’ and other cargo ships. The Committee were 
informed that for determining the staff required for a ship, the follow­
ing factors would be taken into account:—

(i) Whether the ship is a passenger ship or a cargo ship;
(ii) The number of passengers carried in case of a passenger 

ship;
(iii) Whether a motor-ship or a steam-ship;
(iv) The tonnage and size of the ship;

(v) The route on which the ship is employed.
153. The Committee suggest that the strength of staff aboard the 

various vessels may- be reviewed and, where possible uniformity intro- 
ductd; arui, unnecessary staff, if any, be elimiruued.

B. ConditkNis of Service
154. There are three categories of staff employed in the Eastern 

Shipping Corporation:
({) The staff who were borrowed from the Scindias and who had 

finally opted for service in the Corporation,
(ii) The staff who were recruited by the Corporation from outside 

during the Managing Agency of Scindias; and
(iii) The staff who have been recruited since the termination ot 

the Managing Agency.
155. The Committee were given to understand that the Corpora­

tion had not yet framed the conditions of service for its employees. 
The staff of the first two categories were on their appointment offered



the conditions of service obtaining in the Scindia Steam­
ship Navigation Co. Ltd., which have been guaran* 
teed to them. The staff of the third category are, 
however, governed by conditions determined ad hoc. The Committee
ore not happy over the existence of such diverse conditions of service 
in an establishment, as they do not consider that such a state of affairs 
is conducive to harmony amongst the staff-members. While the 
Committee can understand that the staff borrowed from the Scindias 
were offered the conditions of service obtaining in their parent organisa­
tion, they fail to see why it was considered necessary to offer those con­
ditions to the staff recruited from outside upto \5th August, 1956. 
Further, they do not appreciate why it is necessary to draw distinc­
tion among the staff recruited directly upto 15th August, 19S6 and 
thereafter. A t any rate, they deprecate the inordinate delay that has 
occurred on the part of the Corporation in framing its own conditions 
of service for its employees. The Committee, therefore, recommend 
that the Corporation might finalise them expeditiously, regard being 
had to the introduction of uniformity amongst all sections of staff.

156. The Committee were informed that the conditions of 
service of the staff officers afloat are embodied in the agreement with 
the Maritime Union of India, Bombay, which represents majority of 
the officers. The conditions of service in respect of crew are regulat­
ed partly by the Articles of Agreement by the Government of India 
and partly by the decisions taken by the National Maritime Board.

54

C. Pay Scales

157. A comparative statement showing «the scales of pay sanc­
tioned for various categories of posts in the shore organisation of the 
Corporation and the scales of pay applicable to the corresponding 
posts in some of the other public undertakings is given in Appendix 
XIII. It would be observed therein that the scales of pay of several 
posts have not been fixed as yet. There is also no uniformity in the 
scales of pay of posts equivalent in rank. As regards the Heads of 
Dq>artments, the scales of pay are as follows:

Rs.
(0 Commercial Adviser . . . .  i8oo—loo— 2̂000
(11) Commercial & Traffic Manager .* .*1500—75—1650—

75—1875—75— 2100 
(m'O Operations Manager . . . .  1800—100—2̂000—

125—2250
(to) Finance & Accounts Officer . ,1000— 50— 1300

*The î topoKd leviaed Mile of pay for the post* of iteou (u) and (m) i* Rs. i8o»—
t0»-4300.



The scale of pay of the Assistant Manager in the Commercial and 
Traffic Division is as follows:—

55

I. Asstt. Manager Passage Deptt. 800— 4̂0— 1000—50—  
1250—50— 1500

2. Asstt. Manager General Salary Deptt. 650 (scale not fixed)
3. Asstt. Manager Freight Salary . . 650 (-Jo-)

158. The maximum of pay of the Accountant (Rs. 1,500) is 
higher than that of the Finance-CH/n-Accounts Officer (Rs. 1,300) 
while the latter is the head of a division and the former is in charge 
of only a branch within that division. The Committee feel that this 
is somewhat irrational. They, therefore, suggest that the scales of pay 
sanctioned for various posts may be reviewed and rationalised in the 
light of the duties and responsibilities attaching thereto.

159. The Committee also observe that there is large variance in 
the scales of pay of corresponding posts obtaining in the different 
public undertakings as for instance:—

Name o f Post Name of Undertaking Scale o f Pay

Commercial Director (for­
merly Traffic Manager) 

Traffic Manager .
Managers . . . .

Managers . . . .

Asstt. Managers Gr. I & II 

Asstt. Managers .

Junior Officers .

Asstt. Officers Gr. I & II 

Asstt. Officers (Junior)

Manager

Air India Interna­
tional.

. Indian Airlines Corp.
Hindustan Shipyard 

(P) Ltd.
. Eastern Shipping

Corp.

Assistant Managers

Hindustan Shipyard 
(P) Ltd.

. Eastern Shipping
Corp.

Junior Officers

Rs.
1800— 1 0 0 - ■;3oo

1550—75—1850 
1500— 7̂5—2100

Paid ad Jioc.

500—30—650—30—  
800

80c— 4̂0— 1000— 50—  
1500

Air India Interna- 250—2$—500. 
tional

Hindustan Shipyard 
(P) Ltd.

Do.

320— 20— 340— (Psrob ) 
— 2̂0— 400— 2̂5—500 

370— 20— 340— (Prob.)

30—650
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Name o f p ŝt Name o f  Undertaking Scale o f Pay

Office Assistants

Office Assistant .

Office Assistant .
Asstt. (Selection Gr.) .

Assistant (Selection Gr.)

Assistant (Graduate) . 

Assistant (Graduate)

Peon . . . .

Peon . . . .  

Peon . . . .

Peon . . . .

Driver

Driver

Driver

Driver

Rs.
Air India Interna- 165—15—225— 2̂0— 
tional 345-^5—370

Indian Airlines Corp. 140—8— 2̂20
Hindustan Shipyard 190—10— 2̂10—15— 

(P) Ltd. 280
Eistern Shipping 235—15— 2̂80—20—

0)rp . 300— ÊB— 2̂0— 3̂80

Graduate Assistants

Shipping ICO— 7— 142— 8— 150 
— 10— 2̂00

Eastern 
Qtrp.

Hindusmn Shipyard 85—6—103—7—152 
(P) Ltd. —10—182

Peons

Air India Interna- 39—3—5 7 _ 4 _ 7 3 .  
tional

Indian Airlines Corp. 50—2—80
Hindustan Shipyard 30—2— 5̂0 

(P) Ltd.

Eastern
Corp.

Shipping 30—2—42—3—54

Drivers

Air India Interna- 65— 5̂—115 
tional

Indian Airlines Corp. 60—3̂—90
Hindustan Shipyard 44—3—50—4 - ^ .  

(P) Ltd.
Eastern Shipping 60-^—92—5̂—117 

Corp.

160. The Committee do not see any valid justification for officers 
discharging similar duties in different public undertakings being 
governed by different scales of pay. They, therefore, suggest that 
Government might review the scales of pay obtaining in all its under­
takings and revise them with the object of introducing unifomUty 
where possible.



D. Recniitment Procedure
161. Recruitment of shore staff to both the junior and senior posts 

is made by screening the applications received and a written test 
followed by an interview. While in the case of junior posts a Com­
mittee of Management is constituted, for senior posts a Committee 
of the Board of Directors is formed as and when required for making 
the selection. Recruitment to non-technical posts on the floating staff 
is made through interviews held usually by a Committee of two or 
three oflScers of the Operations Department.

162. It has been alleged that the personnel for key-positions in 
the Coiporations give the impression of extra-poUtical or extraneous 
factors influencing their selection. In this connection, the Committee 
refer to the recommendation contained in their Thirty-ninth Report 
(First Lok Sabha) regarding the creation of a separate Public Service 
Commission for all the undertakings in the public sector. They feel 
that with the implementation of the said recommendation the allega­
tions about undue influence being brought to be borne on the selection 
of officers etc. could be avoided. Meanwhile, they welcome the 
constitution of the Industrial Management Pool which is intended to 
provide the senior executive personnel for all the state undertakings 
and suggest that the pool may be enlarged, if considered necessary, in 
order that as many supervisory personnel as may be required by the 
undertakings are drawn therefrom,

163. A suggestion was, however, made to the Committee that in 
order to tone up the administration of public undertakings an annual 
declaration of the relatives of MinistCTS, Directors, Members of Parlia­
ment, Members of Planning Commission, or officers 
of Government who are employed in such Corpora­
tions and who may be drawing a remuneration exceeding Rs. 500 a 
month, might be given in the annual report of the respective undertak­
ings. In £ e  Indian Companies Act also there is a provision for getting 
the prior sanction of the Company in case of appointment of a relative 
of a Director. The Committee feel that there should be no objection 
to extending the principle underlying the above provision of the Com­
panies Act to other cases mentioned above and suggest that prior to  
the appointment of such a person the matter should be brought to the 
notice of the Ministry concerned and its consent obtained. The Com­
mittee further suggest that appointments of such persons should also 
be mentioned in the Annual Report of the Corporation for the year 
when the appointment is made.

E. Payment of Bonos
164. Prior to the management of Corporation being taken over 

from the Scindias the shore employees were being paid bonus, the 
rate thereof being determined by the Board of Directors after taking 
into consideration the profits made during the year. Subsequently, 
on the termination of the Scindias’ managing agency. Government 
decided as a matter of policy not to pay bonus to the staff in the 
employ of public undertakings. In order, therefore, to compensate
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the loss to staff on that account, it was decided that the shore staff 
on the rolls of the Eastern Shipping Corporation on
the ISth August, 1956, who belonged to the Scindias
and had o p t^  for service in the Corporation should be
given one increment on their time scales of pay in lieu of bonus. It
was also decided to extend this concession to those recruited directly 
by the Corporation upto the 15th August, 1956 on the understanding 
that the Scindias’ service conditions would apply to them. In so far 
as the floating staff who were guaranteed Scindias’ service conditions 
is concerned, a good service allowance equal to fifteen days average 
wages per annum is paid to them. The question of granting similar 
allowance to those employed after 15th August, 1956 is stated to be 
under consideration.

165. It would be observed that there is no uniform practice 
followed with regard to the payment of bonus to the staff of the Cor­
poration. While the Committee fail to understand the distinction 
made between the floating staff and the shore staff with regard to the 
payment of allowances in lieu of bonus, they are not quite happy over 
the discrimination that is being made between the employees appoint­
ed on or prior to I 5 th August, 1956 and those recruited after that date. 
They, therefore, consider it desirable that Corporation should take 
steps to evolve a uniform practice in this respect.

F. Technical Personnel
166. The Committee were told that there was a shortage of 

technically qualified personnel required for manning the 
ships ai\d that the number of trainees turned out annually 
by the ‘Dufferin’ and the Marine Engineering College, 
Calcutta, was not adequate to meet even the current 
needs. They were also informed that the future requirements of staff 
had not been properly assessed by the Corporation. The reasons were 
stated to be that the future requirements of staff would depend upon 
Uie expansion of the fleet and that additional men would be recruited 
as and when necessary. In this connection, the Committee would like 
to refer to the recommendation made in para 90 of their 62nd Report 
(First Lok Sabha) which reads as follows;

“The Committee are inclined to believe that with the expansion 
of Indian shipping envisaged during the second and 
subsequent plans, the existing shortage of technical 
personnel is likely to be aggravated further. They, 
therefore, suggest that a very careful assessment of the 
requirements during the second and third plan periods 
should be made and steps taken from now on to 
increase the number of trainees suitably.”

The Committee are pained to observe that no serious effort has been 
made in this direction even after the expiry of two years since the 
above recommerutation was made. They would, therefore, suggest 
ihat both the Eastern and Western Shipping Corporations might take
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iteps to estimate their requirements of technical personnel and make 
■a phased programme for their training in appropriate institutions in 
order to ensure that they are available to man the vessels which are 
likely to be added to their fleet in the near future.

G. Training
167. As stated in an earlier chapter, the Corporations as well as 

other Indian shipping companies have placed orders for the construc­
tion of new ships with foreign shipyards. There is a great scope for 
developing the know-how of the shipping industry by deputing technical 
personnel to foreign yards to be associated in the planning, designing 
and construction of ships. The Committee understand that some of 
the private shipping companies have deputed their men to such yards 
but the Corporations have not done so. The Committee regret that 
a valuable opportunity of this kind is being lost to the country. They, 
therefore, recommend that even now some persons may be deputed to 
the shipyards to be associated in the construction of ships which are 
being built for the Corporations.

N ew Delhi; BALVANTRAY G. MEHTA,
The 1 st April, 19^ .  Chairman,
Chaitra 11, 1881 (Saka) Estimates Committee.
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APPENDIX I

\Vide para 25]

Strength and the composition of the Board of Directors of the Eastern 
and Western Shipping Corporations

(a) Eastern Shipping Corporation Ltd.

1. Shri R. R. Saksena...................................................... Chairman & Manag>
ing Director

2. Dr, Nagendra Singh, I.C .S., Director-General
of Shipping & Joint Secretary, Department
o f Transport, New Delhi . . . .  Special Director

3. Shri S. S. Shiralkar, Financial Adviser (Commu­
nications), Ministry o f Finance, New Delhi . Director

4. Shri R. Varadachari, Retired Commissioner o f
Income-Tax, Bombay. . . . .  Director

5. Shri P. R. Subramaniam, Deputy Director-Gen­
eral o f Shipping (Senior), Bomtoy. . . D ireaor

6. Shri C. P. Srivastava, I.A .S., Dy. D .G ., Shipping,
B o m b a y . ................................................ Director*

7. Shri C. A. Ramakrishnan, I.C .S ., Director-Gene­
ral o f Food, Ministry of Food and Agr., New  
D e l h i . ................................................................. Director

8. Shri B. Arora, General Manager, Central Railway,
Bombay.......................................................................... D ireaor

9. Shri K. B. Lall, I.C .S., Joint Secretary, Ministry
of Commerce & Industry, New Delhi. . . Director

(b) Wtitem Shipping Corporation (P) Ltd.

1. Dr. N a^ d ra  Singh, I.C.S., Director-General of
Shipping and Joint Secretary, Department of 
Transport, New Delhi. . . . .  Chairman

2. Shri S. S. Shiralkar, Financial Adviser (Cdhunu-
nications). Ministry of Finance, New Delhi. . Direaor

3. Shri K. B. Lall, I.C.S., Joint Secretary, Min. of
Commerce & Industry, New Delhi. . . Direaor

4. Shri C. P. Srivastava, I.A.S., Dy. D.G., Shipping,
B o m b a y ......................................................Direaor
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5- ShriP. R. Subramanian, DeputyjDirector-General 
o f Shipping (Senior), Bombay.

6. Shri R. R. Saksena, Managing Director, Eastern
Shipping Corporation, Ltd., Bombay.

7. Shri K. K. Sahni, Joint Secretary, Dep. of Mines
& Fuel, New D elhi......................................................

8. Shri B. Arora, General Manager, Central Railway,
Bombay. . ...........................................

g. Shri C. A. Ramakrishnan, I. C. S., Director- 
Gcncral o f Food, Min. o f Food & Agriculture, 
New Delhi. . . . . . . .

10, Shri V. N. Kohli, Drputy Controller General of 
Dcfcnce, Production, Ministry o f Defence, 
New Delhi. . . . . . .

Director

Managing
Direaor

Director

Director

Direaor

Director



APPENDIX II 

[Vide pear a rf\
(a) List of Directors of the Eastern Shipping Corporation Ltd. and their 

period of service on the Board

Name Designation Date of Date of 
appointment Resigna­

tion

I 2 3 4

Shri C. H. Bhabha Chairman 24-3-1950 1-5-1957
Shri S. Jagannathan, I.C.S. . Sp. Direc­

tor 24-3-1950 24-7-1933
Shri Shantikumar N. Morarjce Director 24-3-1950 31-1-1957
ShriR. Varadachari 24-3-1950
ShriS.K.Patil . . . . *> 24-3-1950 9-11-1931
Shri A. K. Roy . . . . >» 24-3-1950 9-3-193*
Shri M. E. Rehman » 24-3-1950 12-2-193*
Shri R. Srinivasaniurti 99 24-3-1950 13-4-1951
Shri D. M. Khatau >5 24-3-1950 March 1956*
Shri N. Dandekar >» 24-3-1950 23-8-1954
Shri E. S. Krishnamurthy 12-2-1951 28-9-1951
Shri R. Narayanaswamy % >1 9-3-1951 23-1-1953
Shri A. N. Sattanathan. 99 28-9-1951 28-5-1954
Shri S. Jayasankar 99 20-3-1953 23-8-1954
Shri P. R. Subramanian l> 24-7-1953 25-8-1953
Shri N. M. Buch, I.C.S. Sp. Direc­• 25-8-1953 5-3-1954

tor (expired)
Shri S. Jagannathan* I.C.S. . Director 22-2-1954 27-12-1956
Shri P. R.Subramanian. » 17-3-1954 28-5-1954
Shri B. R. Patel, I.C.S.. Sp. Direc- 

tor
28-5-1954 3-10-1955

Shri C. B. Parikh . * Director 19-6-1954 11-4-1957
Shri B. N. Banerji • » 23-8-1954 13-6-1955
Shri R. Narayanaswami >> 23-8-1954 29-1-1957
Shri Chunilal B. Mehta 99 23-9-1954 31-1-1957
Shri P. R. Subramanian S» 15-11-1954
Shri A. V. Venkateswaran 99 8-8-1955 14-4-195*
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I 2 3 4

Dr. Nagendra Singh, I.C.S. . Sp. Direc­
tor

- 20-2-1956

Shri R. R. Saksena . (Managing 16-8-1956
Director)
Chairman 1-7-1957

Shri Tuhidas Kilachand . Director :29-11-1956 2-2-1957
Shri S. R. Kaiwar, I.C.S. 29-1-1957 4-5-1957
Shri S. D . Nargolwala, I.C .S .. • 29-1-I957 9-3-1958
Shri C. P. Srivastava, I.A.S. . 1-7-1957
Shri C. A. Ramakrishnan, I.C.S. . 8-3-1958
Shri M. N . Chakravarti 8-3-1958 1-9*1958
Shri K. B.LalI, I.C.S. . 22-7-1958
Shri S. S. Shiralkar 5> j y

Shri B. Arora 16-10-1958

(6) List of Directors of the Western Shipping Corporation (Private) 
Ltd. and their period of sirvice on the Board

S.No. Name of Director Date o f Date o f  
Appoint- Resignation 

mcnt

1. Dr. Nagendra Singh, I.C.S. (Chairman) 22-6-1956
. '22-8-1956

2. Shri R.R. Saksena (Managing Director^ .

i

25-3-1958 
(as Manag- 

Ling Director)
3- Shri S. S. Shiralkar . . . . . 14-4-1958
4 - Shri K. B. Lall, I.C .S................................................. 26-6-1956
5- Shri C. P. Srivastava, I.A .S....................................... 25-3-1958
6. S h r iK .K .S a h n i ...................................................... 25-3-1958
7. Shri P. R. Subram anian............................................ 26-6-1958
8. Shri C. A. Ramakrishnan, I.C .S . 26-6-1958
9. Shri B. A r o r a ...................................................... 13-9-1958

10. Shri V. N  K o h l i ...................................................... 26-6-1958 ■
11. Shri R. Narayanaswam i............................................ 22-6-1956 12-1-1957
12. Shri S. Jagannathan, I.C .S......................................... 26-6-1956 15-12-1956
13. Shri S. D . Nargolwala, I.C .S.................................... 8-3-1957 3-3-1958
*4. Shri S. R. K aiw ar...................................................... 8-3-1957 3-5-1957
15. Shri M. N. Chakravarti............................................ 26-6-1958 1*9*1958
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Note on the financial results of operating the India/Andaman 
service for the last two years

Two vessels, v im ., m.v. *Nicobar’ and m.v. ‘Andamans’, were commis­
sioned for operating the India/Andaman Service on 14-11-56 and 4-12-57 
respectively, by the Ministry of Home Affairs, Government of India, and the 
management of this service from the Mainland was entrusted to the O>rpora- 
ti(»i. From the Port Blair side this service is being managed by the Shipping 
Ofloer, there.

The Corporation collects the passage money, freight, etc. 'receivable oa 
the Mainland and makes all disbursements on the Mainland side, indud^those 
for the maintenance and repairs of the vessels. As regards the service from 
the Port Blair side the Shipping Officer is responsible for all the collections 
and disbursements there. The entire transaction from the Mainland in res­
pect of these vessels is treated on a cash basis. The receipts and p aren ts  
position as on 31-3-1958 in respect of ‘Nicobar’ and ’Andamans’ is indi­
cated below.

APPENDIX IV
[V ide F oot-note to  parm 57]

Receipts Payments

Rs. nP. Rs. nP.

m.v.‘Nicobar’ . . io ,i9,745' i 7 *i7,27»95i *59
m.v.‘Andamans’ 3,17,129*88 2,66,160*32

*includes Rs. 4,56,691 -33 on account of Annual and Special Survey 
expoises. An ‘On Account’ payment of Rs. 1,75,000 has been 
received by us in this respect from Port Blair which sum is not 
included in the Receipts shown above.

The above figures do not include the overhead charges incurred by the 
Corporation, direct or indirect, for the management of the service from the 
Mainland or any commission on account of management of these vessels 
This matter is still under consideration.

The financial results of operating this service could be assessed only afte 
taking into account the working results from the Andamans side and idso the 
remnnefation payabfe to the Corporation ctc. A statement of the eaminga 
and expend upto 31-3-58 received from the Port Blair Authorities, quite 
recently, did not give a complete picture of the transacticHis on that side and 
some elucidations have been sought for from them.

In view of the above, the difficulty in submitting the financial results of 
operating the India/Andaman Service at this stage would be appreciated.
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APPENDIX V

[Vide Foot-note to para 81]
Note giving Additional In/ormation with, regard to the ss- 

"State of Bombay*’ and "State of Madras*—(the procedure of pur­
chase, inspection, valuation of the vessel, defects noticed, nature and 
value of repairs conducted, reasons why it had become necessary to 
feplace it, age of the vessel, the arrangements made for replacement

etc.)

The question of the purchase of t.s.s. “Jal-Azad” (renamed t.s.s. “State 
of Bombay”) was considered by the Board as early as December 1950,-while 
considering whether the India/East Africa trade be allocated to Scindias, the 
then M ^ging  Agents of the Corporation, or whether the Corporation itself 
should enter the trade. It was then agreed that the Corporation would be wil­
ling to consider the purchase of “Jal-Azad” provided the terms and conditions 
offered happened to be acceptable to the Corporation, having regard to all 
the circumstances.

The question of the purchase of t.s.s “Jal-Azad” again came up for con­
sideration before the Board at its Meeting held on 24th April, 1952, when it 
was reported that certain informal consultations with Scindias had taken place 
and the question of purchase of Scindias “Jal-Azad” and “Jal-Jawahar” for 
employment in the proposed India/Africa Service and to replace the chanered 
ship s.s, ‘‘Jalagopal” in India/Singapore Service had been further examined. 
The prices of these two vessels were then indicated at Rs. 95 lacs and Rs. 99 
lacs respectively on the basis of the actual cost of the vessels to the Scindia 
Company, together with the cost of additions, less depreciation for 1950-51 
and 1951-52. TTje conversion cost to make these vessels suitable for em­
ployment in the above two trades was estimated at Rs. f5 to 17 lacs, subject 
to fVirther close examination of the technical and the cost data. It was also 
then reported that these vessels might fetch ,£8,00,000 in U. K. or £100,00,000 
in the open international market. The ^airman had then reported to 
the Board that the suitability of these vessels for the trades in question and 
the financial result of so employing them had been carefully gone into and it 
was the unanimous view of the Tonnage Committee that from all points of 
view it would be better to purchase these two vessels and thereby serve two 
Corporation trades rather than spend more than Rs. 2*25 crores on only one 
vessel for the Singapore trade, though it would have been specially designed 
for that trade. He dso felt that the price at which these vessels were propose d 
to be purchased from the Scindia Company was quite fair notwithstanding 
that they were four years old (built in 1948) and would require a considerable 
sum to be spent upon them to render them suitable for the trades in which it 
was proposed to employ them.

Shri Jagannathan, the then Special Director, had then ‘supported the 
above views of the Chairman and had stated that one year before he had taken 
tlie technical opinion of Capt. Collins, the former Chief Surveyor of the 
Government of India regarding the suitability of either of these vessels for the 
East African Service after conversion and the opinion received was favourable. 
Though the vessels were no doubt four years old and rather heavy on fuel
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the price at which they were available appeared reasonsable and fair by any 
standard. It was also felt that thou^ either vessel would not be ai good as one 
specailly designed for the trade, by adopting the above proposd, the Cor­
poration would stand a better chance of operating the services without losses 
and further the investment required for acquiring these two vessels would not 
substantially differ from the cost of one new vessel designed for the Singapore 
Service.

Shri Narayanaswami (Director representing the Ministry of Finance) 
and Shri Sattanathan a g ^ d  with the views expressed by Shri Jagannathan. 
Shri Khatau, representative of Scindias on the ^rporation Board, stated that 
after the most anxious consideration of the matter from all points of view, the 
Scindia Board had come to the conclusion that it would be in the best interest 
of both the Companies if the vessels were transferred to the Corporation on 
the terms proposed. Shri Varadachari observed that since the vessels were 
proposed to be purchased on their merits at a proper valuation, obviously 
this was a case where there was a willing buyer and a willing seller at an 
agreed price; The fact that the transaction was between the M ana^g Agsnts 
and a managed Company did not in the circumstances make it in any way  ̂
undesirable to proceed with it on the lines proposed. The Beard then' 
adopted the resolutions approving the purchase of “Jal-Azad” 
and “Jal-Jawahar” at Rs. 95 lacs and 99 lacs respectively, from the Scindias 
and requested the Managing Agents to initiate and complete the technical 
examination for ensuring the suitability of these vessels for employment in 
India/Singapore and India/Africa Services. It was then noted by the 
Board that it was necessary for Shri Jagannathan, Special Director, to refer 
the matter to the Government of India. It was also noted that tenders should 
be invited for carrying out necessary conversion of the vessels to make 
them suitable for the trades in which they would be employed and that the 
cost of such conversion would have to be borne by the Corporation.

At the next Board Meeting held on 2nd June, 1952, the following valua­
tion estimates (according to valuation certificates dated the 20th May, issued 
by Mr. E. B. Cook, Honorarj’ Adviser on Ship values to British Ministr>’ of 
Transport, and Director of Messrs C. H. Rugg & Co., Ship Sale Brokers 
and Valuers) were reported.
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Jal-Azad
Approx.

Jal-Jawahar
Approx.

(a) Asa Bri Ship U.K.
Register on sale to Bri
Buyers ■ £  10,50,000 £  10,60,000

(b) For sale with transfer
from British Register . £  12,00, 000 £  12,12,000

At the Board Meeting held on 29th September, 1953, the Tonn^e Oom- 
mittoe reported to the Board that the Government of India had sanctionifd the 
sdle and purcha^ of the ships on th? terms and conditi<>ns indicated in Gov- 
emiaettt letter No. i3-,CD(36)/52 dated 22-9-1953, a copy of which is attached 
herewith (Annexure II). Accordingly, Scindias had offered ̂ e  ship 'fof sale 
to the Corporation on the tenh$ and condition^ isanctbned ty the Govern­
ment and the Committee recommended that the offbr be adapted. ' llie



Board, tbereupm pMMd a resolutioa authorisiog the intfchase of theae 
vessels from the Scmdia Compaaj on the terms and cooditions sanctkvied 
by the Gotenuneat.

A draft of the sale/i>urchase contract in respect of these two ships was 
received from Scindias and the same was referred to the Company’s Solicitors. 
The tenders for the conversion of the ships received from (i) Mazagaon Dock 
Ltd., (a) Scindia Workshop Ltd. and (3) Hoogly Docking & Engineering G>. 
Ltd. were considered by the Board and the contract was awarded to Scindia 
Workshop whose quotation was most favourable. The question of Sales 
Tax was also examined in detail and it was ultimatelv decided that the Cor­
poration would bear 50% of the Sales Tax if payable the Scindia Company. 
The Board approved the contracts relating to the purchase of “J -̂Azad** 
and *7>l*Jawahar*' at its Meetings held on the 27th March, 1954 and the 
38th April, 1954 respectively.

As regards the prices chargeable by Scindia Company, the Board decided 
to recommend the following priccs, namely,Rs. 91,72,845 in case ofJal-AMd’” 
and Ra. 95,52,699 in case of “Jal-Jawahar” for formal sanction as the same were 
in excess of the prices shown in the sanction accorded by the Government vide 
letter No. i3-C^(36)/52 dated 22nd September, 1953. This was because 
subsequent to the receipt of sanction of the Government, it was found that 
there was some error on the part of Scindias in indicating the prices of these 
vesseb. Copies of the Sale/Purchase Contraa relating to the ships are attached 
(Annexure III). According to the contract, the Vendors were required to have 
Ae vessels inspecKd both afloat and in dry dock by Lloyd’s Surveyor, for 
inspection of all inboard parts including machinery, boilers, tanks etc. and 
survqr of the bottom and outside parts bdow the waterline indudii^ rudder, 
propter, tail end shaft, sea connections at their own cost before delivery and 
if any repairs were considered necessary by the Llyod Surveyors, the same 
were to be made good by the Vendors at their cost. Copies of the Llyod’s 
Certificate in this behalf furnished by Scindias at the time of delivery of these 
vessels are attached (Annexure IV). The Scindias had aggreed to bew the cost 
of repairs to the items referred to by the Suryeyors which they have done.

As regards the question of replacement of the “Sute of Bombay", it may 
be stated that the matter is being considered from all points of view. No 
definite decision to replace the vessel has been taken. The reasons for inves­
tigating replacement of this vessel are, firstly, that the engine of the **Sttte of 
B^bay” has given trouble on various occasions, so much so that recently its 
schedute was disturbed. Secondly, the consumption of oil by this engine 
also is relatively very high and it is felt that its substitution by a diesel engine 
would lead to veiy considerable fuel economies. Laady, the “State of Bom­
bay” ia only able to do about ia | knots hour. T to  speed is too low for 
a passenger vesad, espec^y when we ha(« to con^lete witii the B.I., who 
have two vesads on this run, which are much better equipped than the *̂ Staie 
of Bombay” and have better speed. We have alao felt that, with the changes 
which have taken place in recent years in the construction of passenger vessek, 
it would be an advantage to provide for diis service a vessel which ia equipped 
withsudiiq>-ttMlate amenities as air-conditioning, swimming pool» childtai’a 
play-room, etc. The decision as to whether a new vessel should be ordered 
ftr  this service or die engines on die **State of Bombay** replaced will take 
•ooouat of all diese various fimtors, bearing in mind the cost as also the posri- 
Mity of increased earnings.
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The Eattern Shipping Coiporation i> a member of the following Con­
ferences :
(i) India!AustraUa {made up cf CalcuttalAtutraUa Coitfermiee and Bomb^l 

Australia Ccttference) and JndiaJNm Zealand Cortferenct:
Admitted as a member on 28th May, 1949. Covering trade between 

East Coast of India and Australia and West Coast d  India and Australia 
respectively.
<ii) B(q> of BengaliyapanlBcQf of Bengal Conftrenu :

Admitted as a member on 5th Sq>tember, 1956.
It is also a Member of the following Weyport Conferences and}or Freight 

Agreements in this trade :—
1. Straits/Calcutta Conference.
2. Straits/Rangoon Rate Agreement.
3. Malaya/China Japan Conference.
4. Hongkong/Calcutta Freight Conference.
5. Hongkong/Rangoon Freight Conference.
6. Hongkong/Straits Freight Agreement.
7. Hongkong/Japan Freight Agreement.
8. Japan/Hongkong Frei^t Agreement.
9. Japan/Straits Freight Agreement.
ID . Malabar/Australia Rate Agreement.

APPENDIX VI
[ViJ* para 98}
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APPENDIX VII 
IVide para 104] 

G ovbrnment of India 

MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(Department of Transport)

No. 33-M S(207)/57 
RESOLUTION

Merchant Shipping
New Delhi,

The i 6 th January, 1958.

The various Ministries of the Government of India have during recent 
years been importing cargoes on Government account on a very large scale. 
The bulk of these imports is carried in forei^ ships and therefore the bulk 
of the freight payments involved go to foreign shipowners. It has been 
fdt that with better liaison between the various Ministries of the Government 
of India and other Government organisations on the one hand and the Indian 
Shipping interests on the other, more intensive use could be made of Indian 
shipping for handling these imports. This would not only result in appre­
ciable savings in foreign exchange as well as rupee disbursements for the 
Indian Exchequer but would also go a long way in giving a fillip to the ex­
pansion of Indian tonnage. It has, therefore, been decided that a Com­
mittee called “The Shipping Co-ordination Committee” should be set up 
with immediate effect with the following functions :

(0 to act as a Clearing House of information in regard to the avail­
ability of Government-owned cargo <and shipping space in Indian 
ships with a view to making the most effective use of the available 
In^an tonnage;

(it) to advise on the best and the most economical shipping arrange­
ment possible for the movement of Government-owned cargoes 
when Indian Shipping is not available, i.e., whether non-Indian 
vessels should be chartered and, if so, whether on time basis or 
voyage basis;

(fit) generally to co-ordinate and advise on all policy matters relating 
to shipping, including the development of Indian Shipping.

2. llie  Committee will be located in the Department of Transport 
and shall have the following composition :—

(a) Chairman
Secretary, Department of Transport or, in his absence. Joint Secretiu7 

(Shipping).
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(b) Members
1. Secretary, Ministry of Finance (Department of Economic Affairs>

or his r^resentative.
2. Joint Secretaiy, Ministry of Finance (Communications Division).
3. Joint Secretary, Ministry of Finance (Corporations Division).
4. Secretuy, Ministry of Food & Agriculture, Department of Food,.

or his representative.
5. Secretary, Ministry of Works, Housing and Supply, or his repre­

sentative.
6. Director General of Supplies and Disposals, Ministry of Works,

Housing and Supply.
7. Secretary, Ministry of Commerce and Industry or his representa­

tive.

8. Chairman, State Trading Corporation.
9. Secretary, Ministry of Steel, Mines & Fuel, or his representative.

ID. Chairman, Railway Board, or his representative.
11. Director General of Shipping.
12. One representative of the Indian National Steamship Owners

Association, Bombay.

13. One representittive of the India Steamship Company, Ltd.,
Calcutta.

14. One representative of the Scindia Steam Navigation Company
Ltd., Bombay.

15. One representative representing both the Eastern and the West­
ern Shipping Corporations.

(c) The Committee will have the pojver to co-opt. representatives of 
other Ministries and the Planning Commission, as and when necessary.

(d) The Committee will have a full-time Secretarj' with the requisite 
Secretariat assistance.

(e) In order to assist the Committee, there will be two Liaison Officers 
of the Indian Shipping concerns, one representing such concerns in the 
public sector and the other representing such concerns in the prime scaor 
who will attend the meetings of the Committee along with the Secretary of 
the Committee.

The Committee will meet as often as may be necessar>\
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APPENDIX V ra 
(Vide para 119)

Extracts front Agreement in respect of Madras/Singapore Service

3(a) The B. I. Company and the Eastern Shipping Company 
may each berth one passenger-ciim-cargo vessel in this trade.

(b) The B. I. Company will have the r i^ t  to berth a second 
passenger-cum-cargo vessel in thiS trade during periods of peak 
traffic provided the two ships already operating are inadequate 
to meet the demand.

(c) The Eastern Shipping C o ^ra tio n  will refrain from 
berthing more than one vessel in this trade at any time.

£xtract from Agreement in respect of Bombay/East Africa Service
3(a) The B. I. Company will continue to berth passenger-cMm- 

cargo vessels in this trade as heretofore.
(b) The Eastern Shipping Corporation will berth one passen* 

ger-cum-cargo'vessel in this trade.
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{Vide para 120)
Extracts from the Terms of Charter of S.S. ’JalagopoT

The charter hire was fixed on the basis of a share in the grots 
•qperating profit, the actual amount payable bong based on a diding 
«cale dqwnding upon the actual G.O.P., Le., gross earnings less direct 
operating charges except wages, repairs etc., which were to be borne 
by the Scindias. Scindias share in lieu of charter hire was agreed 
<m the following basis;—

(a) The entire Gross Profit if it does not exceed Rs. 8 lakhs.
(b) If it does, then—

(i) 100% upto Rs. 8 lakhs;
(ii) 907o from Rs. 8 lakhs to Rs. 13 5 lakhs; and
(iii) 50 % of the excess over Rs. 13*5 lakhs pqvided that

in case any capital expenditure is incurred by 
the Scindia Co., for providing additional life boat 
capacity for increasing the passenger capacity of 
the vessel Scindia shall be entitled to receive 60%  
of the excess over Rs. 13‘5 lakhs instead of 50%.

APPENDIX IX
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APPENDIX XI 
{Vide Foot note to para 123)

Messrs. Sdndia Steamships (London) Ltd., are undertaking the following 
ivork for the Corporation :—

1. Making payments on behalf of the Ck>rporation for Marine, War
Risks and Qub Insurances.

2. Making arrangements for supply and payments in respect of Fuel
Oil.

3. Attending to famih allotments etc.
4. Negotiating for chartering vessels on behalf of the Corporation.

Apart from above, they have to attend to any other matter referred to 
them by us and to represent us in London.

The following are the kinds of commission allowed to Sdndia Steaihships 
(London) Ltd :—

(I) Representation Fees.—Based on the following scale (on Corpora­
tion’s own ships) when the Corporation’s fleet consists of—
1 ship, the amount payable by way of representation fees is

£  300 per annum.
2 ships „ C 600 »
3 » » £750
4 » » £900
5 „ & more „ liix o

(II) Fleet Insurance : (Marine and War Risk)

They are allowed to retain whatever commission they receive through the 
brokers through whom business is placed by them.

(n'O Fittc^e : They are allowed to retain the iittage, a sort of rebate 
given by the Fuel Oil Companies. The rate is Sh. i ,3d. per ton.

(i») Commission on charter hire: Whenever any charter hire is payble 
through them, they are paid the commission which the Corporation would get, 
but in any case the same vould not exceed 2^%

(») Booking ccargo on charter terms: When the cargo is booked on 
duuter terms through the London Agents, they may participate in the 
division of the commission payable by the owners between the shippers, the 
brokers and themselves, as may be customary.

(vO Stores: (a) If stores are purchased through the London Agents, 
the Agents charge 2j% on the net cost of stores.

(b) ii%  ccmmission on spare parts purchased by them 
for Corporation’s vessels.

2128 L.S.—7.
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A statement ot payments made to Scmdias, London, in respect of the 
■bove for the previous 3 years is given below

1955/56 1956/57 1957/58

£ £ £
(i) Representation Fees 1,000 •0-0 I ,0 0 0 '0 ‘ 0 1,000*0*0

(2) Fittage 1,486 14-4 1,365 •i6* I I 1.3454*4
(3) Conmiission on Charter 

Hire . . . . 708*1'9

Commfssipn on Freight 479.0-0 1,607 *5-5

(5) Commission on Stores 
Spate Parts I 9 6 *3 * i 156-0-5 310*5*8

T otal 3,161 • 17-5 4, i 2 9 -2-9 3,372*11*9
Rs. . 42,158*26 55.055*16 44.967*83
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APPENDIX XIII

\yide Para 157]

(a) Salary Grades applicable to the various categories ef Officers and. 
staff of the Eastern Shippittg Corporation Ltd.

Managing Director . 
Commercial Adviser 
Commercial & Traffic Manager

♦Operations Manager

••Dy. Commercial & Traffic 
Manager.'

Finnnce-ci»n-Accounts Officer 
♦Superintending Engineer

Marine Superintendent 
Accountant

Assistant Manager, Operations 
Dept.................................

No. Scde—Salary Rs. 3000/-. 
Rs. 1800—100—2000.
Rs. 1500—75— 

1650—75— '
1875—75—
2100.

Rs. 1800—100— 
—2000—125 
—2250.

Proposed Scale Rs.
I- 1800—100—2300.

1400/-. (Scalc not fixedSalary Rs. 
yet).

Rs. 1000—50—1300.
Rs. HOC—50—1300. (Proposed scale 

Rs. 1800—50— 2̂000).
Post vacant and scale not fixed.

Rs. 650—30—800— ÊB—40—1000—5a 
—1250—50—1500

No fixed scale.
Salary . . Rs. iioo-oo
Less Pension . Rs, 514*15

Rs.585 85

Assistant Manager, Passage Dept.

Assistant Manager, General Dept. 
Assistant Manager, Freight D ept.

Rs. 800—40—1000—50—1250—50— 
1500.

Salary Rs. 650/—(Scale not fixed yet). 
Salary Rs. 650/—(Scale not fixed yet).

Technical Officer, Operations Dept. Rs. 650—30—800—EB—40—1000—50
—1256—50—1500. *

Assistant Accountant Rs. 400—25— 5̂00—30—650.

♦The present incumbents are on deputation from Government. 
♦♦The present incumbent is on deputation from Sdndias.
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Junior Officers Rs. 320—20—340—(Pr0bati0n)--400— 
25—500—30—650, ’

Naval Architect ’ .
Trainee Officers
Personal Secretary to Managing

Director
Technical Assistant .
Chief Cashier .

Assistant Cashier

Stenographers (Speed less than 
125 words)

Stenographers (Speed minimum 
125 words) . . . .

T y p i s t s ....................................

Telephone Operators . 

Electrician-cum-Fitter

Assistants (Clerks)

Selection Grade

Graduates . . . .  
Under-graduates

M a tr ic s ....................................

Non-Matrics' . . . .

Rs. 250—20—450—25—500.

Rs. 235—15—280—20—300—20—380, 
Rs. 100—7—142—8—150—10—220— 

EB—235—15—280—20—300—20— 
380. ■

Rs. 75—5—100—7—142—8—150—lo- 
—180—EB—i 0—220. •

Rs. 90—5—100—142—8—150—10— 
180. *

Rs. 100—7— 142—8— 15c— IC—220..
Rs. 80—5—100—7—142—8—I so­

lo—180.,
Rs. 75—5—100—7—142—8—150— 

10—180.
Rs. 70—5—100—(Post vacsnt tt ftc  
sent).

Rs. 235—15—280—20—SCO—EB— 
20— 3̂80.

Rs. 100—7—142—8—150—10—220..
Rs. 85—5—100—7—142—8—150— 

10—180.
Rs. 75—5—100—7—142—8—15c— 

10—180

Chauffeurs

Peons, Hamals 

Watchmen

Rs. 50—3—5®—4— —4~ 8o—5~~
100—7—135—GB—(Selection post)f 
135—7—142—8—150—10—180.

Rs. 60—^—^2.
(Seleaion post) 92—5—117.
(Three biennial increments after nudd> 

mum of the scale as per rules.

Rs. 30—2—42—3—54 (Seleaion 
post) 54—4—70—5—90.

Rs. 40—2—42—3—54—4—66 (Selec­
tion post) 66— 4̂—86. Three biennial 
increments after maximum of the 
scale as per rules.



n
Statmmt shooing pay sealn

Air-India International 

I

OFFICERS Rs.

A i'nlnistrative Dspjrtment 

' Chief Adm. Officer . 1800—100—2000

Personnel Manager

Sec. & Adm. Officer

Personnel Officer

A«tt. Personnel Officer 
Office Sundt. .
Aistt. Office Saoit. . 
Administrative Officer 
Establishment Officer 
Jaiior Officer . 
CiiefMt5dical Officer

Accounts Department

Financial Co'itroller (for- 
m;rly ciUe J as C'>ntral- 
lerofA^c.) .

Dy. C:)itrDller of Accounts

Internal Audit Officer

Accounts Officer 
^Insurance Officer 
Senior Accountant .
Junior Accountant

Operations Department

Technical Director (for­
merly called as Opera­
tions and Eng. Manager)

Asstt. Opsrations Manager

Operations Officer

Administrative Officer 
Junior Officer .

Engineering Department
S

Asstt. Eng. Manager

Superintendents

.As?tt. Suoerintendent 
Junior Officer .

1200—100—1700

1200—100—1700

1000—100—1500

5^0—50—850 
550—50-850 
350—25—600 
450-50—750 
450-50—750 
250—25—500 
750—50—1100

Indian Air L nes Corpn. 

2

OFFICERS

Asstt. A/cs. Officer 

Asstt. Audit officer 

Personnel Officer
1

Rs.

(») 2 5 & -1 5 -
,.370 
(i») 320—15—

2000—100—
2500

1800—100—
2000

750—50—1000
—  TOO— 12 0 0

450-50—750
250—25—500

1800 — 100— 
2000 

1200—100— 
2000 

750—50—1100 
250—25—500

2000—100—
2300

1200-100—
2000

750—50—1000 
—100—1200 

Do. 
450—50—750 
350—25—600 
250—25—500

Adm. & Personnel 
Officer.
Accounts Officer 
Audit Officer 
Cost/Acs. Officer 
Statistics Officer 
Senior Stores and 

Supplies Officer.

Senior A/cs. Officer . 
Senior Audit Officer . 
Senior Statistics Officer

400-15 .
550

K550-2S-750

Senior Admn. and 
Personnel Officer 

Asstt. Financial Com 
ptroller

750—50—1050

Chief Audit Officer 
Chief Statistics Officer 
„ Cost/Acs „
„ Accounft „
„ Admn.

1250—50—1550

Secretary 
Dey. Financial Com­

ptroller 1550—75—1850
Chief Personnel Ma-

Financial Comptroller 
Chief Traffic Manager 
Chief Operations and 
Training Manager 

Eng. Manager.

2000-125—2230



in some of the PuiUc Sector Undertakmgs.

Hindustan Shipyard (Pvt.) Ltd.

3

OFFICERS Rs.

Asstt. Officers: Grade I & II 320—20—340
(Prob)—420— 

400—25—500

Asstt. Managers Grade I & 
II . .

Deputy Managers (I & II)

Managers (I & II)

500—30—650—
30—800

800—40—1000
—50—1500

1500—75— 1800
—75—2100

Eastern Shipping Corp. Ltd. 

4

OFFICERS 

Asstt. Officers (Junior)

Asstt. Officers (Senior)

Asstt. Maragers

Dy. Managers (Junior) 
Dy. Managers (Senior;

Managers— Paid ad hoc

Rs.

320—20—340 
(Prob.)—400 
—2 5 -5 0 0 -3 0  
650

65c—20—foo

£cc—4C—iccc 
—50—1500 

1500—75—2IC®
2IC 0— lOCV- 
2700
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Stares Dspartment

Oontroller of Stores and 
Purchase

IDy. Do.

Traffic Department

D irecto 
formerly called as 
Traffic Manager .

(Ountnercial Manager (sales) 
>* » Traffic

Junior Officer .

ASSISTANTS

Chief Clerk Office Asstt.

Senior Qerk .

Junior

Rs.

1900— 100—
2200

1200—100—
1700

1800— 100—
2300

1500—100—
2000

250—25—500

Junior Clerk .

Typift . 
Typist/Qerk

.Stenographer

•Cashier . . . .

Senior Telephone Operator

Technical Assistant .

P.S. to Gsneral Manager . 

P.S. toConttLllerof A/cs . 

P.S. to Traffic Manager 

Peoii . . . .

• • • .

165— 15— 225—
20— 345— 25—
370

130— 10— 150— 
15— 225— 20

— 325.

80— 5— 100— 10 
— 150— 15—  
210

Do.
Do.

130— 10— 150
— 15— 225— 20
365

150— 15— 225—
20— 365.

130— 10— 150— 
15— 225— 20— 

325

80— 5— 100— 10 
— 150—15—  
210

165— 15— 225—
— 20—345—
25— 370

350—25— 500

250—25— 500

250—25— 500

39— 3— 57— 4^
73

65—5—115

Rs.

Senior Deputy Traffic 
Manager

Traffic Manager . 1550—75— i 
Senior Traffic Manager 1850—75 —2

1250—60— 1550

>2000

ASSISTANTS

unior Office Asstt. 
unior A/cs. Asstt. 

Typist, Computist 
'I’elephone Operator 
Junior Cashier.

Office Asstt.
Accounts Asstt. 
Technical Asstt. 
Chief Tel. Operator

Stenographer 
Cashier .

Office Supdt. .

Accounts Supdt. 

Confidential Steno 

Chief Cashier •

,^ 70 -4 — 122 
100—6— 172

(0 140— 8—220

c  -
300

(0 220—12— 
340

(tt) 340— 15—  
550

(Selection Grade)

Peon

Driver

50—2— So 

60-3—90
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ASSISTANTS 

Selection Grade

Oiaduates

Matrics/Undergraduates

* (Undergraduates to start 
on Rs. 70/-.)

Non-Matrics .

Typist . . . .

Steno (125 words)

Steno Oess than 125 words)

190— 10—220—
15— 280

85— 6— 103— 7 
— 152— 10— 
182

103— 7— 131

92
65"*5”“85—6— 

103— 7— 131

85— 6— 103— 8 
— 152̂ —10—182

75—5—85—6-
103— 7— 131

Peon

driver .

Hamal

Wttbhnum
S«q»eii

(office boys) 
30— 2— 50

^fpost)

44—3—50—4— 
75

Information not 
available.

Do.

Do.

ASSISTANTS 

Selection Grade

Graduates

235—15—280— 
20—300— G.B. 
20— 380

100—7— 142— 8 
— 150— 10— 220

Matrics Undergraduates 75— 5— 100—7 
142— 150— 
— 10—180

(Undergraduates to start on Rs. 85/-) 

Non-Matrics
60—4—80—5
—100—7—135
G.B.

Selection

Typist

S t ^  (125 words)

Steno (less than 125 
words)

Tel. Operator .

Peons

Sdacdon

135— 7— 142— 8
— 150— 10—
180

80—5— 100— 7
— 142— 8— 150
— 10—180

100—7— 142— 8
— 150—10—
220

90— 5— 100—7 
— 142— 8— 150
— 10— 180

75—5—100
— 142— 8— 150
— 10—180

30- 2- 42^3 - 54 
54^—70—5

80
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Rs.

Hamal . 

Watchman

Sweeper

39- 3—51—♦ -  
(cal^ helper)

39—3—54—4—
74

39- 3—54—4—
66

Senior Driver 

Hamal

Watchman 
Sweeper .

R>
70—4— 122

50—2— 80 (Pot­
ter).

60—3— 90 (Head 
Porter)

40—2—80
50—2— 80
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Driver

Hamal

Watchman

Selection 

Sweeper .

Rs
60— 4— 92— 5—

117 thereafter 
3 biennial incre­
ments.

Same as peons 
grade.

40—2— 42— 3^
51—3—54—4—66

66— 4— 86 
therejEifter 3
biennial in­
crements.

Same as peon*t 
grade



Statement showing the summary <ff conclusionsjrecommendatiom the 
Estimates Committee relating to the Ministry of Transport and Communications 
Eattem and Western Shipping Corporations.

APPENDIX XIV

Serial
No.

Ref. to 
the Para 
No. of 

the 
Report

Siimmarv of conclusions/rccommcndations

13

The Committee have no doubt that with the economic 
development of the country and consequent expansion 
of commerce and trade the requirements of shipping 
would have gone up since 1947. They, therefore, 
recommend that the requirements of shipping oiay 
be reviewed in the light of the present trends and the 
objectives of the Shipping policy restated on a realistic 
basis.

The Committee are surprised at the wasteful procedure 
adopted for examination of the recommendations 
made by an expert committee (Pon and Shipping 
Statistics Committee) with regard to the colleaion 
of statistics relating to Shipping Transport and the 
inordinate delay in taking decisions thereon. They, 
however, recommend that s^edy steps be taken to 
collea and maintain the statistics which are vital for 
planning the development of Shipping Transport.

The Committee hoi» that the planners of the Third 
Five Year Plan will, considering the importance of 
shipping for the national economy and its present 
inadequacy, give development of shipping higher 
priority than hitherto and ^eater allocation of reso­
urces in order that the objectives of the Shipping 
Policy might be attained within a reasonable time.

The Committee feel that the policy of Goveinmcm in 
relation to the Shipping Corporations is expressed 
in negative terms and lacks a positive approach. 
They, therefore, recommend that the policy of the 
Government with respect to the Shipping Corporations 
should be redefined in a positive manner.

98
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5 17 The delay in setting up the Shipping Corporations has
been a major factor in retarding the development o f  
shipping in the public sector.

6 20-21 (i) In addition to the remuneration paid to the Scindias
as Managing Agents o f the Cor^ration» they were 
alfo entitled to agency commission for services ren­
dered at Calcutta. T he C(nnmittee feel that the 
expenditure incurred on the agency o f Scindias at 
Calcutta might have been avoided had the Head 
Quarters o f the Eastern Shipping Corporation been 
located at thnt port. Thus, the amount ;^>ent on 
this account could well be regarded as an additiond 
expenditure incurred on account o f the Managing 
Agents, if  not as additional remuneration paid to t h ^ .

(li) The Committee cannot but feel that the terms o f ap­
pointment o f  the Scindias as the Managing Agents o f  
the Eastern Shipping Corporation were not in the 
interest o f  Government.

7 22 Though the association o f the Scindias with the Hakiern
Shipping Corporation has since been terminated, the 
Articles o f Association have not so far been amended. 
Fot this reason, there are many dissimilarities between 
the Articles o f the Eastern Shipping Corporation and 
Western Shipping Corporation with regard to the 
Board o f Directors and certain other matters. The  
Committee recommend that early aaion  might be 
taken to amend the Articles suitably.

8 24 The Committee are not quire convinced of the desira­
bility or advisability o f having two separate Corpora­
tions for operating the small flieet that they own at 
present. They, therefore, recommend that the 
feasibility o f  amalgamating the two Corporations be 
considered.

9 29 The Comminee do not think that the Government
standard ofremtmcration being not attraaive enough 
to secure the services o f suitable persons to man the 
Boards o f Directors is an insuperable difficulty. 
Since the standards are fixed by the Government 
themselves the desirability o f  revising the same might 
also be looked into by them if  considered necessary.

I* 30 ^0 The Committee do not consider it necessaiy to
restria the choice for manning the Boards merely to 
th e same category o f business which they are required 
to admlniiter.
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3

Cn") The decision o f Government not to appoint non­
officials on the Boards o f Directors on the ground o f  
their having no stake in the business is not convincing. 
For that matter, the officiaJs appointed on the Boards 
also do not have any stake in the concerns which they 
are required to administer. The Committee therefore, 
feel that what is required is x<> secure the 
best talent and oxpericnce for the management o f  
public enterprises in the interest o f the nation as a 
whole.

II 31 The Committee feel thar whilr official, would definitely 
be of usf to G^>vrmmont undertakings, the present 
practice of making appointment o f officers who are 
also entrusted with other departmental duties 
and are fully occupied with them, with 
a view to giving representation to Ministries or D e­
partments concerned is not sound. Thr Commirtec 
therefore, recommend that the question be reviewed 
in a comprehensive manner and a suitable pattern 
o f organisation devised f('r ihc manrgtment o f Go­
vernment lommercial undertakings.

12 3a— 3̂4 Doubts have been expressed about the propriety o f the
Director General’s association with the Shipping 
Corporations. The Committee, therefore, strongly 
urge that the Direaor General should be dissocia­
ted with the Corporation*

13 36 The Committee were given to understand that the Cor­
porations in the public sector were subject to certain 
restrictions which were not applicable to the com­
panies in the private sector. The Committee feel that 
such restrictions are a handicap to public under­
takings especially when they have to function unde; 
competitive conditions.

14 37 The Committee feel th a t , there are many misconrep-
tions with regard to the nature o f responability 
attaching to Government in relation to the public un­
d e r lin g s  and the nature and extent o f  checks and 
controls that have to and can be exercised over them  
by Government. They, therefore, suggest that the 
whole question m aybe reviewed comprehensively 
and a sound and well defined relationship established 
between the companies and the Government.
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15 39 major services of the Eastern Shipping G>rpora-
tion start and terminate at Calcutta. There is only 
one service, namely, the Bombay/East Africa passen- 
ger-cttm-cargo service, which is operated from Bom­
bay. In the circumstances, the Committee fail to 
understand what advantage was obtained by locating 
the head office at Bombay.

16 40 The Committee believe that the Corporation might have
been able to do without the agents at Calcutta had 
its head office been located at that port and thereby 
economised in expenditure on this scor:-.

17 41 The Committee recommend that the question of the
proper location of the headquarters of the Corpora­
tion might be reviewed with particular reference to the 
future pattern of its operations.

18 42 The Committee fail to see why, when the branch office
has been set up at Calcutta, the agency functions of 
the Sdndias have also not been transferred to that 
office and whether maintenance of an establishment 
for the limited function of looking after the survey 
and repairs, which are in any case contracted out, 
would be justffied. They, therefore, recommend 
that the agency functions at Calcutta may be entrusted 
to the Branch Office there, as early as possible.

19 44 The Committee are glad to observe that the Mombaaaa
Office has registered a steady progress in securing 
business for the Corporation and that the ratio of 
exi^nditure (Management Expenses) to the amount of 
freight and passage eam ii^ has been falling. They, 
recommend that the Corporation m i^t endeavour 
to make further improvement in this respect.

20 45 The Committee recommend that the economics of
having branch offices vis-a-vis the agencies at vwious 
ports may be worked out from time to time keeping 
in view the trend of trade earnings and expenses ; and 
if there are prosi^cts of securing a larger amount of 
business, the desirability of setting up branch offices 
in those places may be considered.

49 The Committee'do not see why Government should 
take over the entire responsibility with regard to the 
seleaion of routes for the Corporations. They be­
lieve that the responsibility of Government in re- 
l^ d  to operation of routes by the Shipping Corpora­
tions should be limited to lining down a broad policy
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widiin which th ^  should have discretion to select the 
best and the most profitable routes in accordance 
with commercial methods.

22 50 The Committee realise that the Corporations may have
to operate on behalf of Government certain routw for 
reasons other than economical or with the object of 
promoting trade on those routes. They, therefore, 
recommend that such cases, should be declared as 
essential routes so that if they happen to be un­
economical the Corporations might, u necessary, be 
subsidised and the working of the Corporations on 
those routes evaluated in that light.

23 51 The Committee feel that even though the routes selec­
ted for the Eastern Shipping Corporation are stated 
to be good, yet the route and service pattern of the 
Corporations might have been better.

24 52 While the policy of avoiding competition with the pri­
vate companies and filling the gaps may be a guicUng 
factor, the Committee do not believe that it can be the 
sole criterion for selection of routes. In their opin­
ion, the question of a Corporation entering a parti­
cular route should be determined by considering 
the nature and volume of trade carried on in that 
route and the share of trade that can be secured for 
Indian Shipping. The Committee, therefore, re­
commend tlUt the Government and the Corporations 
should evolve a proper procedure for seleaion of 
routes in future.

25 53 The Committee recommend that the route pattern of
the Government Shipping Corporations should be 
reviewed from time to time and if it is found that 
the route pattern is out of tune with the trade pattern 
or that by some alteration in the route patiem within 
the broad policy laid down by the Government, the 
result of the operations could be improved upon, such 
alterations should be made.

26 54 The Committee believe that the Government should
allot to the Corporations only such routes as are con­
sidered essential leaving the other routes to be selected 
by the Corporations themselves and the question of 
p^ing indemniiy should be limited to losses incurred 
on the essential routes allotted by Government. 
Thef, therefor^ suggest that the terms of the In- 
demnitj Agceemeat taay be modified accordingly.
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27 55 Committee do not appreciate why foreign ships
shoiild have preference over the Eastern Shipping 
Corporation in catering to the coastal trade in spite of 
the declared objective of cent per cent reservation of 
coastal trade for national shipping. T h ^  suggest 
that the matter be re-examined so as to enable the 
Eastern Shipping Corporation also to participate in 
the coastal trade, if necessary, after taking into account 
the likely pattern of coastal traffic in future.

28 58 The Committee recommend that the Ministries of Home
Affairs and Transport & Communications might 
together review the working of the India/Andamans 
service and consider the possibility of transferring it 
to one of the Corporations and also explore the ways 
of improving its financial results. However, in order 
that this arrangement m i^ t not cause administra­
tive inconvenience to the Ministry of Home Affidrs, 
the right to issue directives to the Corporation with 
regard to the operation of this service might be re­
served to that Ministry on the understanding that 
should the implementation of such directives result in 
a loss to the Corporation, the concerned route be 
declared as an ‘essential route’ or the losses reim­
bursed otherwise.

29 59 There are several islands in the Indian Ocean like the
Laccadives, Minicoy, Amindivi etc. and a large num­
ber of j^ p le  of IncUan origin live there who are not in 
a positioa to maintain contacts with this country for 
want of proper means of communications. These island 
also give rise to a substantial volume of trade which, for 
the same reason, is understood to be passing elsewhere. 
The Comminee consider that, first of all, a survey 
of the traffic and trade potential of these islands 
should be made and recommend that, thereafter, the 
desirability of starting such a service and entrusting 
it to one of the Corporations should be considered. 
In case it entails any losses, the question of de­
claring these routes also as ‘essential’ might be 
considered.

30 61-62 The Committee feel that a policy of mutual exclusion of
private companies and Government corporations from 
the routes operated by them would not be desirable 
at this early stage ofshinting in the country. Assudi, 
they consider that in order that maximum traffic is 
secured for national ahlf>ping and that the available 
space is titilised to the maximum mutual advanc^ 
there should be better co^srdination and coM>peration 
among all the Indian shipping companies belonging 
to bom th« tecton.
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31 64 Considering that the Corporations were set up to quicken
the pace of development of Shipping, the Committee 
regret to observe that the progress made by them in
regard to the acquisition of tonnage has been com­
paratively poor.

32 66 The Committee regret to observe that though it is eight
years since the formation of the Eastern Shipping
Corporation, it is still far from reaching the target of 
100,000 GRT.

33 68 The Committee tmderstand that for want of adequate
tonnage the Eastern Shipping Corporation has not 
been able to offer regular and sustained service on the 
routes operated by it. They also understand that for 
the same reason the Corporation has not been able to 
open new routes. They fear that judging from the
facts as have been stated, the services of the Western
Shipping Corporation, if and when they are taken up 
would be no better.

34 69 While the Committee agree that the resources required
for acquiring all the tonnage for lifting the whole quan­
tity of foodgrains would too much to be attempted 
at any one lime, they believe that with proper plan­
ning it might have been possible to acquire some ton­
nage out of the amount of freight paid for the import 
of foodgrains. As foodgrains are still being imported 
and such imports may continue for some more time, 
the Comminee reconunend that Government might 
attempt to acquire some ships for the carriage of 
foodgrains and to reduce the recurrent drain on foreign 
occhange on account of freight therefor as far as 
possible.

35 71 The Committee recommend that Government might
consider the possibility of making some readjustment 
in the allocation of funds under the Second Plan and 
allot additional funds for acquisition of ships.

36 72 The Committee recommend that speedy decisions might
be taken in regard to the acquisition of tonnage on 
self-finandng basis so that the Corporations might be 
able to make purchases when the market is favourable.

37 73 Committee recommend that in view of the fact that
the responsibility for development of shipping has 
been placed mainly on the public sector. Govern­
ment may reconsider their decision with regard to 
purchases on deferred p a re n t basis by the Corpo­
rations. In this connection, the Committee su g ^ t



t05

that the possibility of diverting a portion of the funds 
allocated for pajment of freight on imported food- 
grains for the initial payments for deferred pa)rment 
purchases may also be considered.

38 74 The Committee suggest that having regard to the im­
portance of the shipping industry, the feasibility of 
permitting the utilisation of a part of the foriegn ex­
change earned by the Shipping Companies (private 
and public) for the acquisition of tonnage in future, 
through the Shipping Development Fund, might be 
considered.

39 75 The Committee hope that the Corporations will take
quick steps to acquire more ships with the aid of the 
loan funds which have been or may be allotted to 
them.

40 76 The Committee recommend that in building up their
fleet with second-hand ships, the Corporations should 
keep in view the operational faaors and the compe­
titive aspects of the shipping business and acquire 
only modem and efficient ships.

41 79 The Committee recommend that the possibility of
acquiring some ships on charter basis to be placed 
on the India/Poland service may be reconsidered in 
order, firstly, to fulfil the obligations under the 
agreement with Poland, and, secondly, to secure the 
traffic on the route pending acquisition of its own 
vessels by the Western shipping Corporation.

42 80 The Committee commend the suggestions that in
building their fleet the Corporations should aim at 
maintaining a balance among various kinds of vessels.

43 83 (i) The Committee are surprised to note that it should
have become necessary to replace the ‘State of Bombajr* 
only after four years of its purchase and ten years of 
its being built when the normal life of a ship is stated 
to be between 20 to 25 years. They fear that these 
ships were not properly examined before they were 
purchased.

(ii) As the replacement of the ‘State of Bombay’ in the 
immediate future is likely to cause a capital loss of a 
large magtiitude, the Committee recommend that an 
enquiry might be made into the matter with a view 
to investigating how the ships were purchased, and, 
if there were any negligence or irregularities in it, to 
fixing responsibility therefor.
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44 85 The Comminee recommend that in building up their
fleet of ships and tankers, the Corporations should 
keep in tou^ with the latest trends in respect of ship­
building in the advanced maritime countries.

45 87 The Committee suggest that the examination of final
payments with reference to the operation of the 
escalation clause should be entrusted to qualified 
Cost Accountants and that, as far as possible, the 
services of the Cost Accounts Branch of the Ministry 
of Finance be utilised for this purpose.

46 89 The Committee do not appreciate why the cost of
supervision of three ships in India should be higher 
than the cost of supervision of four ships in Europe. 
They, therefore, recommend that for orders to be 
placed for construaion of ships in future, the possi­
bility of making a more economical arrangement for 
their supervision be considered. The Committee 
also surest that with a view to reducing dependence 
on foreign firms in this regard a larger number of 
technicians trained in the Hindustan Shipyard or at 
the Indian Institute of Technology, Kharagpur, 
might be soit abroad for advanced training and 
acquiring more experience.

47 90 The Committee were informed that the Corporations
could not depute their engineers for supervision of 
ships being built f(»- them in Europe on account of the 
difficulty of foreign exchange. While the Committee 
appreciate the consideration given by the Corpora­
tions to the foreign exchange difficulties of the Gov­
ernment, they feel that as large investment is involved 
in the ships which are under construaion, it might 
have been advisable to spare some foreign exchange 
for deputing a few engineers to be associated with the 
different stages of construaion of these ships, in order, 
firstly, to ensure that the ships are construaed ac- 
cordmg to the specifications of the Corporations and, 
secondly, to provide an opportunity to the engineers 
to secure the knowhow of the building of ships.

48 91 The Committee suggest that the feasibility of acquiring
more ships from Yugoslavia on rupee payment basis 
might be reconsidered, after trying for sometime the 
vessel for which orders have already been placed.

49 93 The Coounittee regret that even after a period of seven
years of working and despite the comments of the 
Estimates Committee contained in their Founee&tk
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Report (First Lok Sabha) it has not yet been possible 
for the Hindustan Shipyard to accept normal condi> 
tions of contract and to adhere to the stipulated dates 
of delivery.

50 94 (i) The Committee suggest that the feasibility of deput­
ing young technicians from the Hindustan Shipyard 
to Japan to leam the know-how of the Japanese tech­
nique of shipbuilding might be considered.

(ii) They would further suggest that while placing 
orders on foreign jwds for building ships, it should 
be ensured that Indian technicians are associated with 
every phase of ship-building so that they might leam 
the techniques employed by those yards as well.

(iii) The possibility of such deputations to the yards on 
which orders have already been placed might ?lso be 
considered.

51 95 The Committee consider that the progress made in the
acquisition of tankers is very slow. Further with the 
prospeas of finding suflScient quantities of oil in the 
country, there would be need for more tankers for the 
transport of crude and r ^ e d  oil. In this connection 
they refer to the recommendation made by them 
in para 168 of their 65th Report (First Lok Sabha) 
for acquiring more tankers and urge that the same 
might be implemented expeditiously.

52 97 While the Committee appreciate the safeguards provi­
ded by the Corporation to minimise the incidence of 
brokera^, they are not convinced if it was necessary 
to appoint the brokers. In the circumstances, the 
Committee suggest that the necessity of continuing 
the services of the brokers might be examined. If, 
however, it is considered necessary to continue the 
agency of brokers, the Committee suggest that the 
possibility of encouraging Indian brokers to develop 
their activities in the field may be explored.

53 99 The Comminee fail to understand what special advanta^
is secured by the Eastern Shipping Corporation in 
restricting its operations to the liner services.

54 101 (t) The Committee consider it to be somewhat para­
doxical that while Government has entered interna­
tional trade on a large scale and has become a major 
importer and exporter, in own Shipping Corporation 
should be faced with dearth of cargo.
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(tO The Committee consider it advisable for the 
Eastern Shipping Corporation also to take to tramp 
business.

55 103 The Committee are siirprised that although the State
Trading Corporation and the Eastern Shipping Cor­
poration are both Government undertaldngs, there 
>»as no coordination between the two Corporations 
with the result that while negotiating the agreement 
with Japan the State Trading Corporation over­
looked the interests of the Eastern Shipping Cor­
poration. The Committee, therefore, suggest that 
in future effective steps should be t^en to ensure 
better coordination amongst the various State under­
takings.

56 105 The Committee strongly urge that the machinery of the
Shipping Coordination Committee might be made a 
more effective instrument for securing coordina­
tion among diffierent shipping interests.

57 107 The Committee feel that development of shipping is as
vital as the promotion of trade and it is necessary 
to have a coordinated policy for development of 
both. They, therefore, suggest that the policy of 
Government with regard to the rates to be allowed to 
the Indian companies for carriage of Government 
cargo might be reconsidered.

58 TTO While the Comminee appreciate that the problem of
development of shipping is fraught with many di­
fficulties, they at the same time, feel that imless de­
termined efforts are made to overcome them, Indian 
shipping cannot make much headway. The Com­
mittee, therefore, feel that it should be possible to 
issue a direaive on the lines as contemplated earlier 
at least in respea of certain categories of contriacts, 
if not all, in the first instance. They, hope that 
serious attention would be given to this matter without 
luriher loss of time.

59 113 The Committee feel that the practice of building tan-
Kers in accordance with the specifications etc. given 
by oil companies in effect would amount to char­
tering the tankers to those companies only in per­
petuity and would leave little scope for obtaining 
competitive charter rates for the owners.
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60 114 The Committee feel that in order at least to know what
would be the reasonable rate for chartering a vessel 
the Corporation should operate a vessel directly 
and acquire knowledge with regard to the cost and 
profit that may be secured in the trade.

61 115 The Committee recommend that the terms of the
contract with the brokers in respect of the share of 
the charter hire of s.t. ‘ Desh Sewak ’ may be 
re-examined.

62 117 The Committee recommend that the Western Shipping
Corporation might try to operate one or more of the 
tankers to be acquired in future on a tramp or 
on a scheduled service instead of chartering out them 
all to the oil companies.

63 iiS The Committee suggest that the Corporation might
examine the economics of overseas trade vis-a-vis 
the coastal trade and consider placing one or more of 
the tankers which it proposes to acquire in future on 
the overseas trade.

64 119 The Committee observe that the agreement with the
British India Steam Navigation is not ^vourable 
to the Eastern Shipping Corporation. They, there­
fore, recommend that the possibility of having them 
revised so that the Corporation may have equal rights 
with that Company might be examined.

65 120 The Committee feel that the terms on which s.s.
gopal’ was chartered were unduly liberal and the 
net gain to the Corporation on account of the service 
of the vessel has been very insignificant.

66 121 The Committee suggest that the reasons for the loss
incurred on accoimt of the operation of the chartered 
vessel ‘Culross’ might be investigated and the 
possibility of placing more economic^y chartered 
vessels on the India'Japan route in order to secure 
maximum traffic for the Corporation lad ing  re­
placement thereof by owned vessels might also be 
considered.

67 122 The Committee suggest that the service rendered by the
agents at various ports and the terms allowed to 
them may be reviewed ip the light inter alia of the 
business procured by them in the past.
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6S 133 (0 Conuninee had suggested in para 173 of their
62nd Report (First Lok Sabha) that the Eastern 
and Western Shipping Corporations should become 
members of the Charter Committee of the Baltic Ex­
change so that the interests of Government might 
be safeguarded in getting vessels as cheaply as pos­
sible and also in order to earn a part of the one 
per cent commission which the Charter Committee 
would be distributing among its members. The 
Committee hope that it would no longer be necessary 
for the Corporation to use the services of the London 
Agents for chartering the ships.

(n) The Corporation has appointed the Sdndias 
as its agents in London. As the Corporations do not 
operate any service on the Indo/U.K. route, the 
Committee consider it desirable that the necessity of 
maintaining agency in London might be reviewed.

69 124 The Committee hope that instructions would have been
issued that as &r as possible Govenunent Depart­
ments should utilise the services of the Shipping 
Corporations for carriage of their stores, so that the 
Corporations might not have to pay agency commis­
sion for securing those cargoes.

70 125 The Committee are of the opinion that for making pur­
chases in London the services of the Government 
Organisation, namely, the D.G., I.S.D., London, 
should be utilised instead of engaging private agents 
for the purpose.

71 ia6 The Committee consider that it is a false economy to save
the foreign exchange involved in deputing an officer 
to visit foreign ports as such visits are likely to improve 
the earnings of the Corporation and this might help 
earning a larger volume of foreign exchange. They, 
therefore, feel that in all such matters the Corporations 
would do well to follow the best traditions of commer­
cial practice.

72 127 It was suggested to the punmittee that the officials of
the Corporation should develop personal contacts 
with the users of their vessels, such as, shippers and 
imsengers. The Committee commend this sugges­
tion for consideration of the Corporation.

In this connection, the Committee also s u g ^  that the 
Corporations would do wdl to maintain liaison with 
the All India Transport Usesr’ Conference which is
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doing valuable work in co-ordinating the needs of die 
transport users with the facilities provided by the 
transport undertakings.

73 ia9 The Committee suggest that the reasons for the heavy
expenditure incurred by the Corporation on repairs 
might be investigated with reference to repair char­
ges incurred by other companies.

74 130 The Committee hope that suitable steps would be taken
to improve repair facilities in the coun^ on the 
basis of the recommendations a£ the Ships Repairs 
Committee appointed by Government.

75 132 The Committee suggest that as the tonnage operated by
the two Corporations would be increasing gradually, 
the possibility of the Corporation owning a workshop 
for repairs of the vessels may be considered. A work­
shop of that nature may besides conducting repairs 
of vessels also undertake the construction of small 
crafts for coastal trade.

76 136 The Committee si^gest that the Corporation might
explore the possibilities of improving its Mminga 
and reducing its expenses in order that the net profits 
may be higher and that a portion thereof might be 
contributed to the revenues of Government.

77 137 The Committee suggest that the Corporation may work
out the most efficient rate of turn-over by conqiar- 
ison with the rates of turn-over of other companies 
in India and abroad, determine the defect, if any in 
its investment or organisation and take suitable 
steps to rectify it.

78 139 The Committee recommend that a shipping expert
might be appointed to examine the working of the 
Eastern Shipping Corporation and to advise on the 
changes required to improve its results.

79 140 The Committee are concerned to observe the periodic
rise in the operational expenses of the Corpm^tion. 
They suggest that the Corporation might with ad­
vantage ascertain the percentages of different items 

cost to earnings of other shipping companies, com* 
pars them with its own and ^ e  steps to make im­
provement in its cost structure where necessary.
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80 141 The Committee consider it necessary that the Corpora­
tion should introduce the system of reviewing their 
operational costs and be constantly on ^ e  look-out for 
Meeting economies in expenditure.

81 142 (0 The Committee suggest that the Corporation might
consider the desirability of setting up a Cost Ac­
counting Unit to work out the estimates and cost of 
each voyage and to indicate the points where econ­
omies or other improvements would be possible.

(m) The Unit might work out a practicable operational 
co-efficient to judge the working of each vessel.

82 143 The Committee consider it desirable that in view of the
faa that many of the State undertakings are not. 
yielding profits and might not also be in a position 
to yield profits due to some of them assuming a social 
service character, there should be a separate organisa­
tion to evaluate the working of such imderakings 
independently of profit consideration. They also 
suggest that the organisation to be set up in respect 
of such undertakings should not be of an hoc 
nature but should be able to undertake examination 
of each undertaking periodically.

83 144 The Committee consider that in the normal course the
cost of replacement of fixed assets should be raised 
within the business and therefore feel that the rate of 
depreciation provided by the Corporation is not 
adequate for the purpose. They suggest that the 
Corporation might review the practice in that res­

pect.

84 145-46 The Committee consider it unbusiness-like that the
Corporations raise their share capital as and when 
required and do not prepare budgets of their revenue 
and capital expenditure. In this connection, they 
refer to the recommendation made in para 25 of their 
2cth Report (2nd Lok Sabha) and suggest that 
similar action might He taken by the Corporations.

85 149 The Committee do not consider that there is adequate
justification for the existence of the Commercial 
Adviser’s Secretariat. They, therefore, recommend 
that the necessity of maintaining the Secretariat may 
be reviewed.



1X3

86 150 The Committee do not see any adequate justification
fdr the existence of the post of an Operations Manager 
to coordinate between the Marine Superintendent 
and the Engineering Superintendent and recom­
mend that the desirability of abolishing this post 
might be considered.

87 151 The Committee are not happy that even in a commercial
undertaking there should be an elaborate hierar­
chical system of organisation. They, therefore, 
suggest that the organisational set-up of the Corpora­
tion might be reviewed and reorientated on a scien­
tific and rational basis.

88 153 The Committee suggest that the strength of staff aboard
the various vessels may be reviewed and where pos­
sible uniformity introduced; and, unnecessary staff, 
if any, be eliminated.

89 155 The Committee are not happy over the existence of
diverse conditions of service in an establishment as 
they do not consider that such a state of affairs 
is conducive to harmony amongst the
staff members. Further, they deprecate the inor­
dinate delay that has occurred on the part of the 
Corporation in framing its own conditions of service 
for its employees and recommend that the Corpora­
tion might finalise them expeditiously, regard being 
had to the introduction of uniformity amongst all 
sections of staff.

90 158 The Committee suggest that the scales of pay sanc­
tioned for various posts may be reviewed and ra­
tionalised in the light of the duties and responsibilities 
attaching thereto.

91 160 The Committee do not see any valid justification for
officers discharging similar duties in different pubic 
undertakings being governed by different scales of 
pay. They, therefore, suggest that Government 
might review the scales of pay, obtaining in all its 
undertakings and revise them with the object of in­
troducing uniformity where possible.

92 162 (i) The Committee refer to the recommendation con­
tained in their Thirty-Ninth Report (First Lok 
Sabha) regarding the creation of a separate Public 
Service Commission for all the undert^ngs in the 
public sector. They feel that with the implementation

2126 LS—9
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of the said recommeDdation the allegations about 
undue influence being brought to be borae on the 
selection of ofiicers etc. could be avoided. '

(n) Meanwhile they welcome the constitution of the 
Indiistrial Management Pool whidi is intended to 
provide the senior executive personnel for all the 
State undertaking and suggest that the ixx)l may be 
enlarged if considered necessary, in order that as 
many supesvisory personnel as may be required 
by the imdertakings are drawn therefrom.

93 163 The Committee feel that there should be no objection to
extending the principle underlying the provision of 
the Indian Companies Aa for getting the prior sanc> 
tion of the Company in cases of appointment of 
relatives of a director to other cases as mentioned in 
this para and suggest that prior to the appointment of 
such a person the matter should be brought to the 
notice of the Ministry concerned and its consent 
obtained. The Committee furtho- suggest that 
appointments of such persons should also be men­
tioned in the Annual Report of the Corporation for the 
year when the appointment is made.

94 165 The Committee fail to understand the distinction made
between the floating staff and the shore staff with 
regard to the payment of allowances in lieu of bonus. 
They are also not happy over the discrimination that 
is being made between the employees appointed on or 
prior to 15-8-56 and those recruited w er that date. 
Tliey, therefore, consider it desir^le that the Cor­
poration should take ste(>s to evolve a uniform practice 
in this respea.

95 166 (0 The Committee are i ^ e d  to observe that no serious
effort has been made in regard to the implementation 
of the recommendation contained in para 90 of their 
62nd Report (First Lok Sabha) even after the expiiy 
of two years since it was made.

in) They would suggest that both the Eastern and 
Western Shipping Corporations might take steps to 
estimate their requir^ents of technical perscnmd 
and m ^  a phased programme for their training in 
appropriate institutions in order to ensure that thq^ 
are a^wilable to man the vessels which are likely to be 
added to their fleet in the near future.

96 167 The Committee recommend that somepersons mav be
dq>uted to the shipyards abroad, for being aatodated 
in the constructioa of ships which arebdng buib 
there for the Corporations.



APPENDIX

Analysis of Recommen^tions contained in the Report and tlte estimated 
economy likely to result froin their implementation.

I. Analysis

A. Recommendations for improving the Organisation :
S. Nos. 7, 8, 9, 10, IX, 12, 14, 15, 17, 18, 50, 55, 56, 72, 81, 82, 86, 

87, 89, 90, 91, 93. 94» 95 ««d 96.

B. Recommendations regarding Business and Operational Matters :
S. Nos. 13, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33. 34. 36’ 

37, 39. 40. 41. 42. 43. 44. 45. 46, 47. 48, 51. 52. 53. 54. 57. 59. <0, 
61, 62, 63, 64, 66, 67, 71, 73, 75 and 84.

C. Recommendations for effecting economy or for increasing the earn­
ings :

S. Nos. 16, 19, 20, 68, 69, 70, 76, 77, 78, 79, 80, 85 and 88
D. Miscellaneous :

S. Nos. I, 2, 3,4, 5,6, 35, 38,49, 58, 65, 74 and 83.

II

It is not possible to calculate the monetary value of the econonies 
which might be effected as a result of implementation of the recommendations 
classified under Section C above.
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APPENDIX XVI 
(Vide Foot-note to para 55)

(a) EnHACTS PBOM ENCLOSURES RECEIVED WITH MINISTRY OF TRANSPORT
AND Com m unications D.O. No. 3i-ML(5)/59 dated  th e  2 6 th  
M a rch , 1959 (receiv?d on  30TH M a rch , 1959).

We have examined the figures in Statements No. 223 and 224 of the 
Statistical Abstract of India, 1955-56 and find that the participation of foreign 
tonnage in our coastal trade, as revealed by these figures, is partly real and 
partly fictitious. So far as the actual extent of such participation is concerned, 
it may be stated that, besides the empbyment of foreign ships on charter with 
Indian shipping companies in the coastal trade, the operation of foreign 
tankers by the Oil Refineries in carrying their refined products to the coastal 
destinations was, to a great extent, responsible for the large volume of foreign 
shipping “entering” and “clearing” in the coastal trade. A statement 
showing the tonnage of cargoes lifted in the coastal trade by the Indian ships 
and by the non-Indian ships, as compiled in this office for the last four 
years, is enclosed. It will be seen for example, that during 1955, out of the 
total movement of 33,59,155 tons of cargoes in the coastal trade, 911,569 
tons (i.e. about 27%) were lifted by foreign ships. The share in coastal 
trade of such ships on the basis of the shipping statistics incorporated in state­
ment No. 223 works out, on the other hand, to as much as 60%.

It may be stated that the coastal shipping statistics as published at 
present do not give a true piaure of the movement of coastal shipping, due 
to the defective method followed in their compilation. You would be 
interested to know that the introductory “Explanatory Note” appearing under 
“ Shipping ” in the “Accoimts relating to coasting trade Navigation 
of India” for 1955-56, published by the D.G.C.I. and S. Calcutta, from which 
the statements Nos. 223 and 224 of the Statistical Abstract, India, 1955-56 
have been reproduced, provides in respect of vessels engaged in foreign 
trade, that “if on their inward voyage (they) enter a port in India to dis­
charge only a part of their cargoes and then proceed to other ports in India, 
their clearances and entries after arrival at the first port are recorded in the 
coasting trade whether they ship 'coasting cargo' or not, for the foreign voyage 
is deemed to have ended on arrival at the port where part of the cargo is firet 
discharged” . Similar procedure is followed for cla îfyin  ̂ the vessels in 
their outward voyages. The effect of these arrangements is that the parti­
culars of the foreign vessels visiting India are included in the coasting trade 
figures, notwithstanding the fact that the vesstpls do not load or discharge 
any coastal cargo. This defea in the compilation of the “coasting Trade 
and Navigation of India” was already brought to notice by the Port and 
Shipping Statistics Committee, 1954. In this connection, a refeream is 
invited to paragraphs 116 and 117 of their Report in which they have pomted 
out that due to the defective procedure followed by the Customs Autnorides, 
the Statistics regardm  ̂ the entry and clearance of the Shipping tonnage 
in the coastal trade “give an exaggerated picture of the tonnage and vessels 
serve the coatal trades of India.̂ ’
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