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INTRODUCTION

I, the Chairman, Estimates Committee, having been autho-
rised by the Committee to submit the Report on their behalf,
present this Sixty-fifth Report on the Ministry of Transport
on the subject “Shipping—Part II”.

2. The Committee wish to express their thanks to the Secre-
ﬁ and other Officers of the Ministry of Transport for placing

ore them the material and information that they wanted in
connection with the examination of the estimates. They also
wish to express their thanks to the representatives of the Scindia
Steam Navigation Co. Ltd., Bombay, Messrs. P. C. Ray & Co.
(India) Private Ltd., Calcutta and Sarvashri M. A. Master and
C. A. Buch for giving their evidence and making valuable sugges-
tions to the Committee. '

BALVANTRAY G. MEHTA,
NEw DELHI; Chairman,
The 28th March, 1957. Estimates Commuttee.



1. INTRODUCTORY
A. Ancient Period

That peninsular India was maritime in its traditions, is borne out
by several historical records. Navigation was an established science
to which the people of the land were accustomed to, long before the
Christian era dawned in the West. Tracing the history of maritime
activities on the oceans of the World, a British Admiral has written:

“Speculation has naturally often been rife among authorities
on history as to which of the many seas of the globe
first carried a floating construction devised by a human
brain, and not a few writers have decided in favour of
the Mediterranean. But some very weighty considera-
tions seem to point rather forcibly to a different con-
clusion, which would place the origin of both branches
of the mariner’s occupation—coasting and deep water
sailing—on the surface of the third greatest of the sea
areas, namely, the Indian Ocean.”*

2. From the Rig Veda and some old Pali and Tamil works as also
from the finds of Egyptian and Assyrian archaeologists and the writ-
ings of the Greek authors, Herodotus and Citesias, it is indicated that
the maritime activities of India extended to distant seas from the
earliest epochs of Indian history. Manu, in his great Code, has
referred to shipping and port dues; while Kautilya’s Arthashastra
describes the functions of the various port officers. Evidence is also
-forthcoming in Chinese annals like the ‘Kwai Yuen' Catalogue of the
Chinese Tripitaka and the Yule’s Cathay and the Way Thither about
the maritime commercial activities between India and China. Travels
of Fa-Hien, Hiuen Tsang and I. Tsing, provide very accurate evid-
ence in that regard. The fact that Buddhism held its sway all over
the East during the seventh century bears testimony to the advanced
maritime activities of this country. Evidence is also forthcoming
from various Indian scriptures, paintings and coins. The sculptures
of Borobudur (Java), depicting the colonization of Java by Indians
in the year 75 A.D., are worth special mention.

3. The ships used by the Hindu navigators at that time, have been
described by Mr. J. Hornell in his book, “Towards Angkor”, (p. 26.)
as “square rigged, two masted vessels, with raked stem and stern. both
sharp, without bowsprit and rudder and steered by two quarter pad-
dles.” Some of our old texts describe not only the construction of
ships, but also give-a broad classification of the chief types of vessels
used for inland navigation and ocean voyages, both for cargo and
passenger ships.

*Ballard, Adm. G. A. “Rulers of the Indian Ocean”,
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4. In this age of radio-active sea-pollution, it would be interesting
to quote a warning uttered in a Sanskrit manuscript, “Yuktikalpa-
taru”, discovered by Dr. Radhakumud Mukerjee, “.... care should
be taken that no iron is used in holding or joining together the

lanks of bottoms intended to be sea-going vessels, for the iron will
inevitably expose them to the influence of magnetic rocks in the sea
or bring them within a magnetic field and so lead them to risks.”
Although, it has not been possible to establish the context in which
the above direction might have been issued some centuries back, it is
more significant to-day than ever before.

5. The science of ship building had reached an advanced stage in
the beginning of the fifteenth century and the commercial maritime
activity of India had spread to the shores of Persia, Africa, Madagas-
car and to the farthest reaches of Malaysia and the Eastern Archipe-
lago. A description® given by Nicolo Conti, testifies to this fact,
“.... the natives of India build some ships longer than ours, capable
of containing 2,000 butts and with five sails and as many masts. The
lower part is constructed with triple planks in order to withstand the
force of the tempests, to which they are much exposed. But, some
ships are so built in compartments that should one part be shattered,
the other portion remaining entire may accomplish the voyage.”

6. Calicut was one of the greatest shipbuilding centres in India
-and its ship builders were well known. Orders were received in the
Calicut yard to build ships even from foreign countries.

7. With the rise of Mughal Empire, the Mughal emperors had
maintained the development of shipping and inland navigation as a
specialised branch of their administration. In Akbar’s reign, a
setparat.e admiralty was created and assigned with specific functions
of supplying ships and boats, supervising construction of big ships,
supplying trained personnel of various grades, which ran into 12 main
categories®®, superintendence of boats, ships and their operation,
imposition, collection and remission of port duties. During the
entire Mughal period, up to-the advent of British Rule in India, the
country maintained unabated progress in its maritime activities.

B. British Period

8. Indian interests were preponderent in the Indian Ocean till
the advent of European powers in India. India was considered to

$“India in the Fifteenth Century”, Kakliyt Society’s publications II,
** 3. Nakhoda (commander of the vessel),
2. Maullim (the mate),
3'N¢mga(l€hhieesfhf("ﬂ°c?.).mon d unloading operations,
4 - eb (in ng an i i
9. Sirtheng (in charge of docking mdq.ﬁlundﬁng operations) )
6. Bhandaree (in charge of ship’s store)
s in of ship’s accounts)

(he!
9. Punjeree (observer)
10. Goomtee (sailors in charge of throwing water out of the ship).
11. Gunners
12. KXherwah (seaman)
Source : History of Indian Shipping—Mukerjee R. P. 207.
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be a prizecountry by the Portuguese, French and the British com-
mercial adventurists, who first came in the guise of merchants and
subsequently became the masters of the land. The following words
of Francisco Almeida, the first European Viceroy of the Indies, who
wrote to his Sovereign, Manoel 1 illustrate his strategy and plans in
the eastern waters, “Let it be known to Your Majesty that if you are
strong in ships, the commerce of the Indies is yours; and if you are
not strong in ships, little will avail you any fortress on land.”

9. This had remained, throughout, the policy of the successor
British power which ruled this country for nearly 150 years. The
commerce of India and other colonies was the lifeblood of the British
Isles during its reign and all its strategy revolved round that axiom.
Admiral Ballard, formerly Director of the Operations Division of the
Admiralty War Staff in United Kingdom, while pleading for ‘some
supplementary measures in the Indian Ocean’, writes in his book,
“Rulers of the Indian Ocean”, (p. 311) *“...... certain highly im-
portant branches of the commerce which is its (British Empire)
absolute lifeblood will travel under the permanent risk of a blow
that would paralyse them past any reasonable hope of recovery; a
matter directly affecting the subsistence of millions of men, women

and children in the United Kingdom, whose daily bread is earned
in export industry.”

10. This was the sine qua non of the British trade policy. Thus,
gradually, the British trade and industries led to the elimination of
Indian shipping from foreign waters and the consequent wiping out
of her ship building industry. In a few decades, even the coasting
trade was captured by enterprising foreign companies as a result of
which, Indian shipping industry was left with a few tiny ships and
old primitive craft as against the huge tonnage of non-Indian ships
plying in Indian and foreign waters and enjoying almost a mono-

poly as carriers not only for the imports into India; but also for
exports abroad.

11. According to Lloyd's Register for 1922-28, the total steam
and motor tonnage of the United Kingdom, excluding vessels of less
than 100 tons, was 19,088,638 tons gross, showing an increase of
44 per cent. over similar tonnage in 1900 and an increase of over
86 per cent. over the tonnage in 1890.

12. As against this huge tonnage at the command of the British
rulers, the Indian shipping industry hardly possessed 95,000 G.R.T.
which mostly comprised of smaller vessels of 1000 tons and there-
about. The most important factor which militated against the
growth of all Indian industries was the dictation of the financial
policy of India by the Secretary of State from Whitehall. If the
Indian Legislature had the control over that policy, Indian indus-
tries could have made considerable progress. Apart from that ques-
tion, the monopoly of non-Indian companies virtually strangled any
new Indian companies at their very birth and the complete apathy
on the part of Government towards Indian efforts in that direction
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was responsible for the unhappy state of affairs that prevailed in the
first quarter of the twentieth century. As regards Indian Shipsping
Companies, the Reconstruction Policy sub-Committee (1945-47)
observed in their report, “In the twenties and thirties all the Indian
Companies which were of course newly started, faced such ruthless
rate cutting and severe competition from the British India Company
that even some of the financially sound and well managed companies
had to close down".

13. It would be pertinent to quote a paragraph from the evi-
dence of Shri Walchand Hirachand, representative of the Scindia
Steam Navigation Co. Ltd., who appeared before the Mercantile
Marine Committee, 1923.* Describing the extent to which the
foreign shipping companies went in crushing the Indian shipping
industry, Shri Walchand Hirachand stated, “When Scindia went to
the coastal trade, the prevailing rate from Rangoon was Rs. 18|- and
then it came down to Rs. 10}- and again it was reduced to Rs. 6],
the cost of the operation being reckoned at about Rs. 11|8/-. I am
talking of the rice trade from Rangoon to Bombay. That means
a loss of 200 per cent. This opposition was started when the Scindia
Company entered this trade. No company could ever stand such
rate cutting. This freight war went on for three years. The stay-
ing power of the Scindia was great and so it did carry on the trade
foolishly or otherwise for three years spending a lot of money, but
the other companies had to go out not after the boom but even in
pre-war days. The foreign companies even went to the length of
carrying passengers free and in the case of the Tuticorin Company,
they not only carried the passengers free, but they also gave a hand-
kerchief as a present to the passengers, and the company that plied
from Madras to Rangoon gave gram for the deck passengers and
servants free as a present.”

14. Even in the field of training, there have been instances, when
qualified and experienced officers were denied admission and told**
that there was no place for coloured people in the Royal Indian

Marine.

C. Indian Mercantile Marine Committee, 1923-24.

15. The Government of India constituted a Committee in the
year 1923-24, known as the Indian Mercantile Marine Committee.
The terms of reference of the Committee were to consider what
measures can usefully be taken,

(1) for the liberal recruitment of Indians as Deck or Exe-
cutive Officers and Engingers in the Royal Indian
Marine;

*Minutes of the evidence recorded by the Indian Mercantile Marine Committee
1924. D. 154.

**Evidence given by Capt. R. Parcou, before the Indian Mercantile’Marine Committee
P. 97 and 99 of the Minutes of the Bvidence.



5

(2) for the establishment of a Nautical College in Indian
waters for the purpose of training Executive Officers and
Engineers of ships;

(8) for ensuring the entertainment of Indian apprentices for
training as such officers and Engineers in the ships owned
by shipping firms that enjoy any subsidy or other benefits
from Government or any account and for the creation
of an adequate number of state scholarships for provid-
ing instruction in the Nautical Colleges and Training
Ships in England pending the formation of a Nautical
College in India;

(4) for the encouragement of ship building and of the growth
of an Indian Mercantile Marine by a system of bounties,
subsidies and such other measures as have been adopted
in Japan;

(5) for the acquisition of training ships by gift from the
Imperial Government or otherwise; and

(6) for the construction of the necessary dockyards and engi-
neering workshops in one or more ports.

16. The Committee submitted its Report to the Government in
the year 1924. The following were its main recommendations for
the development of an Indian Mercantile Marine:— '

I. Reservation of coasting trade by a system of licenses, which
should be issued on the following conditions:—

1. To no foreign ship except in so far as protected by treaty
rights.

2. To any ship flying the British flag, provided that—
Yy p fiying g T

(a) it has been regularly engaged in the coasting trade
during the preceding twelve months and is not more
than 25 years old;

(b) the owner undertakes to take Indian apprentices and

Indian Executive Engineer officers, on scales recom-
mended in Chapter II;

(c) the licence shall continue only until the ship has
reached the age of 25 years.

3. Any ship hereafter seeking to enter the coasting trade
shall comply with the following conditions—

(a) The ownership and controlling interest shall be
predominently Indian, viz.,—

(1) registered in India;

(if) owned and managed by an individual Indian, or by
a company registered in India with rupee capital,
with a majority of Indians on its Directorate and
a majority of its shares held by Indians;
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(b) Same undertaking regarding Indian apprentices and
officers as in condition (2) above.
4. The licensing authority to have discretion to waive
all or any of the conditions during periods of stress and
to issue permits to any ship flying the British flag.

5. The licensing authority to have power to take such steps,
with the approval of the Government of India, as may
be considered advisable to deal with deferred rebates,
rate wars, or any other conditions which act unduly
as restraint on trade.

I1. Purchase by Government of one of the existing British
lines operating on the coast, and eventual transfer by
sale to approved Indian owners.

It is anticipated that purchase will be facilitated by the restric-
tions imposed on the coasting trade by the licensing system.

II1. Bounties and other forms of state aid are not now recom-
mended. But, bounties may be considered, subsequent-
ly, to purely Indian shipping companies engaged in
overseas trade.

IV. Mail subsidies: As a general principle, the most economical
tender, having regard to regularity and speed, should be
accepted. But if the licensing system is not adopted, mail
contracts in which the whole subsidy is paid by India,
should include a stipulation to take Indian apprentices
on the scale recommended for the licensing system.

V. Section 736 of the English Merchant Shipping Act, 1924:
It is considered that the licensing proposals do not con-
flict with Section 736. But if the law officers of the
Crown hold otherwise, then either the Act should be
amended; or Indian owned and Indian managed ships

should be assisted by—

(i) bounties;
(ii) mail contracts;
(iii) carriage of government stores;
whether in the coasting or in overseas trade.

17. The Indian Mercantile Marine Committee Report gave rise
to public demands for the development of national shipping and a
number of non-official resolutions were brought before the Central
Legislature. The most far reaching bill to reserve the coastal traffic
of India to Indian vessels was 'introduced by Mr. S. N. Haji, the
then member of the Legislative Assembly. The Bill was circulated
for opinion and then referred to a sub-committee. On its emergence
from the subcommittee, the Bill was re<circulated for public
opinion; but by the time the opinions were received, Mr. Haji had
resigned and the Bill lapsed later owing to the dissolution of the

Assembly:
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18. In the year 1930, a conference was convened by Government
to enable a full and frank discussion between the representatives of
all the interests concerned and with a view to contributing towards
a solution for the adequate participation of Indian shipping in the
coastal and overseas trade of India and securing, if possible, an
agreed settlement. The Conference broke up without reaching at
an agreement.*

19. At the end of the Conference, the Government of India issued
the following communique: @

“The Government of India will take into consideration at an
early date the issues raised in the discussions which took
place at the conference on the development of the Indian
Mercantile Marine. As soon as it has been possible fully
to consider these issues, the responsibility will rest with
the Government of India of deciding what action should
now be taken and whether any useful purpose would be
served by inviting the interests concerned to meet again.”

20. The breakdown of the Conference could mainly by attri-
buted to the complete apathy of the Government in protecting the
Indian shipping interests from relentless and powerful opposition of
the foreign lines.

21. A tripartite agreement was signed in 1934 between the
British India Steam Navigation Company, the Scindia Steam Navi-
gation Company and the Asiatic Companies; but the British India
Steam Navigation Company insisted as the price of a new agreement,
the practical exclusion of the Scindia Steam Navigation Company
from the carriage of India’s overseas trade. The following are the
main clauses of the Agreement:t

“l. The cargo carried by the vessels of the three companies in
the coasting trade of India, Burma and Ceylon is to be
regulated and apportioned between them according to
certain specified percentages.

2. The Scindia Company have been permitted to carry pas-
sengers on the Rangoon-Chittagong runs.

3. The tocal gross tonnage of the Scindia Company (owned or
chartered) has been raised to 100,000 gross tons.

4. The rates of freight for the carriage of cargo and the
scales of passenger fares are to be jointly fixed in writing
by the parties after mutual consultation and consent, and

*Report of the Reconstruction Policy Sub-Committee on Shipping p. 19.
‘ ”» 9 ”» ” p. !’.
{Report of the Reconstruction Policy sub-Committee on Shipping p. 20,



-none of the parties is to quote or charge rates less than
the rates thus fixed.

5. In the event of any dispute or difference .the matter is to
be decided by arbitration.

In a subsidiary letter addressed by the Scindia Company to
the British India Company at the time of the conclusion
of the Agreement, they have also agreed to respect the
P. & O. Company's and the B.I. Company’s foreign
(overseas) trade and not to compete with them in those
services.”

~ 22. The Tripartite Agreement was to be revised in 1939; but
Government did not take any steps in that direction inspite of
repeated requests from the Indian interests.

D. Post War Shipping Policy

23. A welcome change in the policy of the Government of India
was brought about in 1945, with the publication of the Statement*
on “Post-war Shipping Policy” issued as part of the second report on
Reconstruction and Planning:

“For 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 which at the outbreak of war stood at no
more than 30 with a total of less than 150,000 tons gross.
India’s weakness in this respect has long been recognised,
and the Government of India are pledged to a policy of
assisting in the development of an Indian Mercantile
Marine. So far, however, thg, action taken to implement
this undertaking has been limited to the establishment of
the “Dufferin” for the training of the Executive Officers,
the provision of special facilities for the training of
marine engineers and to using government’s good offices
to promote a settlement between the Indian and British
companies operating on the coast with regard to the
division of the available trade between them.

“The vulnerability of India’s position has been revealed by
the stress of war time conditions but by no circumstances
more glaring than by her inability to find adequate ship-
ping from her own resources to provide for the transport
of the food supplies required by her. The rectification
of this state OF affairs should be one of the immediate
post-war objectives, not only for commercial reasons but
also because the development of the Royal Indian Navy
necessarily implies the concurrent development of the
merchant navy.

*Page 24 of Reconstruction Policy lub-Committeg report.
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“The acquisition of an adequate share in the world’s carrying
trade should be the aim of our post-war shipping policy,
and to this end steps should be taken to secure for
Indian Shipping,—

(i) an increased share of the coastal trade, including the
trade with Ceylon and Burma (the present share is
estimated at between 20—30 per cent.);

(ii) a substantial share in the near trades; e.g. Persian Culf
East Africa, Malay and Dutch East Indies; and

(iii) a fair share in the Eastern trades, especially, those
trades of which Japanesc shipping will have been dis-
possessed;

(iv) a fair share also in the trade between India on the one
hand and the U.K., the continent of Europe and North
America on the other; and

(v) in order to give maximum relief to the railways, a num-
ber of steps have been taken to ensure the fullest
utilization of country craft and to prevent wasteful
competition between country craft and steamers. As
India may have to look to all forms of transport to
sustain her economy in the post-war era, the continued
development of country craft will have to be consi-
dered. Co-ordination of steamer and country craft
services is an essential part of this development subject
to due regard being paid to the different needs served
by steamers and country craft.”

E. Reconstruction Policy Sub-Committee, 1945

24. Ultimately, a sub-committee of the Reconstruction Policy
Committee was appointed on the 10th November, 1945, to consider
the departmental Statement on Post-war Shipping Policy and in the
lightd of that Statement and all relevant considerations, to recom-
mend,—

“(1) what would be a suitable tonnage target for Indian Ship-
ping, to be attained within a period of five to ten years;

(2) what percentage shares of the maritime trade of India and
other trades in which India is interested both coastal and
overseas, cargo and passenger, should be secured for
Indian shipping; and

(3) what measures should be taken,

(a) to regulate the shipping industry with a view (i) to
preventing the formation or establishment of combines
or monopolies or excessively large units within the
industry, and (ii) to ensuring that the number of ship-
ping companies is no larger than economically adequate;
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(b) to ensure a fair and equitable distribution, among
existing companies and those yet to be established of
trades which may hereafter be secured for Indian

shipping. ‘
The Sub-Committee will be competent to make such other
recommendations as seem germane to the subject.”

25. The Report of the Sub-Committee, presented on January 30,
1947, could be considered as a mile stone in the chequered history of
Indian Shipping. It marks an auspicious beginning of its re-develop-
ment. The summary of its main recommendations is reproduced in
Appendix I to this report. That Committee defined the term “Indian
Shipping” as “shigping owned, controlled and managed by the natio-
nals of India” and recommended 100% reservation of coastal trade of
India for Indian shipping, 75 per cent. of adjacent trade and 50 per
cent. of the overseas trade. The Committee also set a target of 2 mil-
lion gross tons of shipping to be acquired within a period of five to
seven years. The Committee also recommended financial aid to
Indian Shipping Companies, engaged in India’s overseas trade. As
regards the Shipping Organisation, the Committee advised the sett-
ing up of a Shipping Board, which would be “the spear point of policy
locally and internationally” and having powers to license coastal vessels
and to suggest proposals for the removal of all evils of monopolistic
exploitation.

26. The decisions taken by Government on the Report of the
Reconstruction Policy Sub-Committee on Shipping, as notified in
the late Commerce Department Resolution No. 172. MI(25) /47,
dated the 12th July 1947, are reproduced in Appendix II to this
report. The Government of India endorsed the view of the Recons-
truction Policy Sub-Committee that India should adopt a dynamic
policy with regardto shipping. Government have also ex-
pressed their intention to assist Indian Shipping as far as possible
in achieving the targets set by that Committee in the various trades,
viz., 100 per cent. purely on the .coastal trade, 75 per cent on India's
trade with Burma and Ceylon and geographically adjacent countries
and 50 per cent. of India’s distant trades.

27. It is rather unfortunate that the targets indicated by the
Reconstruction Policy Sub-Committee, though accepted in princi-
ple, are yet far from realisation.



II. DEVELOPMENT OF INDIAN SHIPPING
A. Introduction

28. India had a glorious maritime past. She had a flourishing
shipping and ship-building industry and once her ships ploughed
the high seas carrying her trade and commerce to far off lands. Under
foreign rule, however, Indiam shipping received a grievous set back.
It was only in the early part of this century that fresh efforts were
made to build up a national mercantile marine and that too was not
without the fierce competition from vested interests under
the aegis of an alien Government. The Scindia Steam Navigation
Lo. Ltd., was started in 1919 and since then the Indian shipping has
been struggling to survive and develop. Its history has been a sad
story of ceaseless struggle and sacrifice on one side and a tragic tale
of broken promises, unredeemed assurances and neglected opportuni-
ties on the other. It was only in 1929 that the Scindia Company was
able to reach an agreement with the other participants in the coast-
ing trade of India in securing a small share in the trade. Apart from
Scindias there were also a few small Indian Companies operating on
the West coast. Altogether the Indian owned tonnage at the out-break
of the last war was only about 1,25,000 gross tons which was even
less than 0-24 per cent. of the tonnage of the world. The war of
1939/45 did not materially alter the position on the Indian scene in
that the Indian shipping companies in 1946 owned only 49 ships of
1,27,083 G.R.T. as against 20 million tons of cargo and 3 million
passenger traffic. After the independence, the private enterprise made
efforts to augment the meagre tonnage position in India, by meet-
ing the capital expenditure from its own resources. Before the first
Five Year Plan was launched the Indian Shipping Companies were
able to make a net addition of 2,60,000 G. R. T., taking into account
the tonnage sold, lost or scrapped. Thus at the beginning of the
First Five Year Plan, India owned 97 ships of 3,90,707 G. R. T. as
under:

Coastal vessels Nos. 78 2,17,202 G. R. T.
Overseas vessels Nos. 24 1,73,506 G.R. T.
Total Nos. 97 3,90,707 G.R. T.

B. First Five Year Plan

29. The First Five Year Plan fully appreciated the importance
of shipping not only as an auxiliary force and a second line of de-
fence in times of crisis, but also as a training ground for the navy,

11
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besides being indispensable for the carriage of essential supplies frome
overseas. It was acknowledged that expansion of tonnage was neces-
sary to implement the policy of coastal reservation and to ensure
fuller participation in the overseas trade. The Indian Shipping
Companies were also in need of financial assistance because of the
conditjon of the investment market during the preceding three years
of the First Five Year Plan and the fact that most of the Indian
Shipping Companies were in their infancy and had not been able to
build up any significant reserves. Taking into account all these
factors, the First Five Year Plan on shipping was formulated and
put into effect. The Plan aimed at increasing the total gross regis-
tered tonnage in the coastal and overseas trades to about 6,00,000:
G.R.T. by the end of 1955-56.

30, At the beginning of the First Plan India had a tonnage of
3,90,707° G.R.T. The target under the First Plan was to add
2,15000 G.R.T. after allowing for obsolescence to the extent of
60,000- G.R.T. thus increasing the total tonnage to over 6,00,000
G.R.'T. The actual scrapping during the First Plan, however,
amounted to 90,078 and there was a net addition of 98,957 G.R.T.
during' the First Plan period as shown below:—

Additional ton-
Additional ton- nage in commis--
‘l'arget for addi- nage actually sion on 31-3-56

Trade ) tional tonnage  acquired before as compared with
31-3-1956 the position as
on I-4-5T
1 2 3 4

Coastal trade (including adjacent
trades) . . . . 1,65,000 GRT 1,31,920 GRT 41,842 GRT
Overseas trades . . . Llaooo ™ 57,115 57,115

ToTAL . . 2,75000 7 189,035 98,957 ..

31. The Committee note from the figures given above that during
the First Five Year' Plan period 1,89,035 G.R.T. were acquired
against the target of 2,75,000 G.R.T. and 90,078 G.R.T. were scrap-
ped thus adding only 98,957 G.R.'I. to the existing tonnage of
3,90,707 at the beginning of the First Plan. The total tonnage,
therefore, at the end of the First Plan period stood at 4,94,768 G.R.T.
including one ship of 5104 G.R.T. which was built at Visakhapatnam:
during the pre-plan period but delivered in April, 1951 but exclud-
ing 4 ships of 35,221 G.R.T. under constructios in Foreign Yards
and 3 ships of 21,034 G.R.T. under construction at Visakhapatanam
which were expected to be delivered after the First Plan period im
1956 or 1957. The tonnage actually acquired, therefore, during the
First Plan period amounted to about 71 per cent. of the tonnage
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acquired during the period from 1946 to 1950 and about 69 per cent.
of the target to be acquired during the First Plan period. The addi-
tional tonnage acquired is made up of 45,000 G.R.T. built at
Visakhapatnam, 33,495 G.R.T. built in foreign countries and
1,10,164 G.R.T. of second-hand ships purchased. The shortfall of
86,965 G.R.T. is attributed to several factors, the chief being the
shortfall in production at Visakhapatnam which delivered 40,000
G.R.T. against the target of 1,00,000 G.R.T. during the First Plan
period. The Committee will deal with the reasons for shortfall at
Visakhapatnam in a subsequent chapter.

C. Second Five Year Plan *

32. In 1947, the Shipping Policy Committee had recommended
a target of 2 million tons to be achieved in 5 to 7 years. In 1950,
the Central Government accepted the policy of reservation of coastal
trade for Indian tonnage and also assumed responsibility for training
personnel for the merchant navy. The target of First Plan to in-
crease the total tonnage to over 6,00,000 G.R.T. is expected to be
achieved, though with some time lag.

33. In the Second Plan, it is proposed that about 3,00,000 G.R.T.
should be added after allowing for the obsolescence of 90,000 G.R.T.

Thus, by the end of the Second Plan the total tonnage is expected to
be 9,00,000 G.R.T.

34. The broad objectives under the Plan are:

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

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

(¢) to build up the nucleus of a tanker fleet.

35. 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
percent. The tonnage position at the end of the Second Plan as
per figures published will compare as under with that at the end of
the First Plan:

Gross Re-
Before the At the end gistered ton-
1st Plan of the 1st  nage at the

Plan end of the

2nd Plan

Coastal and adjacent . . . . . 2,17,202 3,12,202 4,112,200
Qverseas . . 1,73.,50% 2,83,505 4,05,505
Tramp . . . . . . . . .. 60,000
Tank:rs . . . . . . . .. 5,000 23,000
Salvage Tug . . . . . . .. .. 1,000
ToOTAL o . 3,90,707 6,00,707 9,01,707

*“Second Five Year Plan” published by the Planning Commission.
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Finances for shipping in the Second Plan:

36. In the First Plan a sum of Rs. 19.5 crores was provided for
- shipping; this was later increased to Rs. 26.3 crores. The actual
expenditure over the Plan period is expected to be of the order of
about Rs. 18 crores. A provision of Rs. 45 crores has been made
for the development of shipping in the Second Plan, but since this
includes a carry over of about Rs. 8 crores from the First Plan, only
about Rs. 37 crores will be available for the expansion programme
during the Second Plan period. In addition, Rs. 1.5 crores are
provided in the Plan for the development of Andamans and Nicobar
Islands for the purchase of one ship for operations between the
Islands and the mainland and for three new launches for inter-island
communications. For the expansion programmes of the Shipping
Companies, Rs. 10 crores are expected to be provided by the Com-
panies from their own resources.

37. Of the total amount allotted in the Plan, about Rs. 20 crores
are for direct investment in the Eastern Shipping Corporation and
a new Shipping Corporation which is proposed to be set up for
operating shipping services in the Persian Gulf, Red Sea etc. From
the balance of the provision, expansion programmes of private
Shipping Companies will be assisted. It is at present, surmised that
the amount allotted in the Plan will not be sufficient for achieving
the full target of an additional 3 lakh tons during the Plan period.
The additional amount required will depend, among other things.
upon the trends in the world prices of tonnage, the extent to which
second-hand tonnage is available from abroad and the funds which
the private Shipping Companies can actually make available from
their own resources.

Aids to Shipping Industry in Second Plan:

38. Some important issues connected with the shipping pro-
gramme are at present under examination. The Central Govern-
ment are éxamining the possibility of liberalising the terms on
which financial assistance is granted to Shipping Companies.
Liberalisation of terms has been sought by Companies in three direc-
tions, namely, reduction in rates of interest, extension of the period
of repayment, and increase in the quantum of loans granted for the
purchase of ships. The basis of subsidy given by Government in
respect of ships built at the Hindustan Shipyard is also under review
and the Government hope to evolve a suitable formula for the deter-
mination of prices to be charged in future for ships manufactured
at Visakhapatnam. Indian Shipping Companies have also to be
assisted in securing an adequate share of India’s Overseas trade.
Steps .were taken during the First Plan period to encourage the use
of Indian tonnage for cargo controlled by Government and further
measures are being considered so as to evolve a co-ordinated policy
applicable to all cargoes controlled by public as well as semi-public
organisations. In respect of coastal traffic, which is reserved for
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Indian tonnage, the question of closer co-ordination between railways
and coastal shipping 1s at present being considered by an expert eom-
mittee.

Tonnage at the end of First Plan:

39. Some doubts have been expressed about the accuracy of
figures of tonnage available at the end of the First Plan period as
published by the Planning Commission in the Second Five Year
Plan. In this connection, attention may be drawn to the following
observations of Shri M.A. Master in his article published in the
May 1956 issue of “Transport” Bombay.

“As regards the tonnage that will be available at the end of the
First Plan period, the Second Five Year Plan gives the following
figures:

G.R.T.

Coastal and Adjacent Trades .. 3,12,202
Overseas trades .. 2,83,505
Tanker .. 5,000
Total: .. 6,00,707

“This figure has been arrived at by the Planning Commission,
after taking into consideration the tonnage of the Steamers that are
actually under construction at Visakhapatnam and in Japan and
Germany for Indian Shipowners, but which are likely to be delivered
in 1956 and 1957. We regret to say that the tonnage figures both
for the coastal and the adjacent trades as well as the overseas trades
are not in consonance with the official figures, which are available.
As a matter of fact, the total tonnage owned by Indians on the 31st
March, 1956 consisted of 120 steamers with an aggregate of 495,714
G.R.T. 17 ships were under construction—6 at Visakhapatnam, 10
in Germany and 1 in Japan. The tonnage of these 17 ships would
come to 101,718 G.R.T. Taking, therefore, the tonnage under
construction, but which would be delivered later, the tonnage on
the 31st March, would come to 597,432 G.R.T. The tonnage em-
ployed in the coastal and adjacent trades would be 85 ships with a
G.R.T. of 256,812. 17 ships of Scindia of 111,388 G.R.T., 11 of the
India Steam of 80,715 G.R.T., 3 of the Bharat Line of 9,861 G.R.T.,
6 of the Eastern Shipping Corporation of 42,297 G.R.T., and 2 of the
Great Eastern of 14,393 G.R.T., were actually employed in the
overseas trades of India at the end of the First Plan period. 3 ships
of the India Steam, 7 of the Scindia, 1 of the Great Eastern, and 2
of the Eastern Shipping Corporation are being built at Visakha-
patnam, Japan and Germany. Their aggregate tonnage comes to
81,966 G.R.T. They are all to be employed in the overseas trades.
The tonnage employed in the overseas trades would, therefore, come
to 52 ships with an aggregate G.R.T. of 3,40,620. These figures do
not tally with the figures given by the Planning Commission. For
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instance, while the tonnage employed on the coast is taken at 317,202
G.R.T. by the Planning Commission, the actual tonnage employed
(even after taking into consideration the tonnage under construction
which would be delivered later) is only 85 ships with an aggregate
G.R.T. of 256,812. Thus here is a difference of a little over 60,000
G.R.T. As this is a matter of very great importance, the Planning
Commission owes to the public to clarify what the position regarding
the tonnage is both in regard to the coastal and the overseas trade.”

40. The Committee suggest that the figures of tonnage given by
Shri M. A. Master should be examined by the Ministry and the offi-
cial figures corrected, if found necessary.

D. Adequacy of Targets in the Second Five Year Plan

41. The Planning Commission have fixed the target of 9 lakhs
G.R.T. at the end of the Second Five Year Plan, against the follow-
ing broad objectives:

(a) to cater fully for the needs of coastal trade with due regard
to the possibility of diverting some traffic from railways
to coastal shipping.

(b) to secure an increasing share of India’s overseas trade for
Indian ships to the extent of about 12 to 15 per cent. of
India’s total overseas trade, which is 5 per cent. at present.

(c) to secure an increasing share of India’s adjacent trade for
Indian ships to the extent of about 50 percent. of India’s
total adjacent trade, which is 40 per cent at present.

Coaslal Trade:

42. Today, Indian ships are carrying about 3 million tons of
dry cargo round the coasts by vessels, 1.5 million tons of dry cargo
by sailing vessels and about one million tons of refined petroleum
products in tankers. According to Shri M. A. Master, it is very
likely that we may have to carry a further 3 to 3.5 million tons of
cargo either as a result of industrialisation of the country or as a
result of the recommendations of the Rail-cum-Sea Co-ordination
Committee or for easing the strain on the carrying capacity of the
Railways. Thus Indian Shipping may have to carry about 7.5 to 8.5
million tons of cargo round the coasts. - At present, 2,75,000 G.R.T.
of vessels are employed on the coasts, including the vessels under
construction. At the end of the Second Plan, the coastal tonnage
will be 4,12,200 G.R.T. at the most as proposed in the Second Plan.
The Committee understand that about 5 million tons of dry cargo
could be carried by 4,00,000 G.R.T., but if the quantity of cargo to
be carried exceeded beyond the limit of 5 million tons, as it is likely
to, it would create a gap and it will not be possible to carry 100 per
cent. coastal trade.
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Qverseas Trade:

43. As regards the overseas trade, the present quantum of fore:gn ,
trade is about 17.5 to 18 million tons. Out of this quantity,
‘Committee understand that roiighly 2 million tons of cargo could
be handled by the Plan target of 4,65,000 G.R.T. which works out
to be 12.5 per cent. of the total overseas trade. In the course of next
five years, the volume of traffic may increase and in that case the per-
<entage might fall further.

Adjacent Trade:

44. As regards the adjacent trade, the Committee were informed
that India was carrying about 35 per cent. of the adjacent trade at
present, which might go upto 40 per cent. at the end of the Second
Five Year Plan, if the quantum of trade were to remain stationery.

45. In the absence of authoritative estimates about the anticipat-
«d increase in cargo, both in coastal and overseas trade, at the end
of the Second Five Year Plan, it is difficult for the Committee to
<xpress an opinion on the adequacy of the targets laid down in the
Second Five Year Plan. From the evidence given by non-official
witnesses, however, the Committee are inclined to believe that the
objectives set forth in the Second Plan for 100 per cent. participa-
tion in the coastal trade, 12 to 15 per cent. in the overseas trade and
50 per cent. in the adjacent trade, at the end of the Plan, are not
likely to be achieved even if the planned increase in the gross ton-
nage of Indian shipping materialises. The Committee suggest that
the position may be carefully re-assessed and this apparent discrepancy
in the volume of traffic to be carried and the shipping tonnage to be
achieved at the end of the Sécond Plan should be reconciled. If the
objective of 100 per cent. participation in the coastal trade, 50 per
<ent. in adjacent trade and 12 to 15 per cent. in the overseas trade
is achieved by the end of the Second Plan, it will undoubtedly be a
good ‘performance.

E. Acquisition of tonnage during the Second Five Year Plan

46. The representative of the Ministry informed the Committee
that for the Second Plan- period the Ministry had requested the
Planning Commission to make a provision of Rs. 70 crores-for ship-
ping, but the Planning Commission allowed only Rs. 37 crores plus
Rs. 8 crores for the carry over from .the First Plan, making in all
Rs. 45 crores. The Planning Commission, however, stated that this
‘was not the be-all and end-all and that if more money was needed
they would consider it. The target for the Second Plan was to
acquire additional tonnage of 3 lakhs tons; but the entire funds have
already been utilised for the acquisition of 1.8 lakh G.R.T. in the
first year of the Plan. Any further expansion during the Second
Plan is therefore, out of question until more money is made
available by the Plannmg Commission.
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47. As regards the reasons for spending the entire funds so far
earmarked in the first year itself of the Plan, the representative of
the Ministry explained that if the acquisition of tonnage was spread
over the entire plan period and vessels were bought every year, much
less tonnage could have been acquired than what had been acquired
by exhausting the entire funds in the first year of the Plan period
because the price of new building was steadily going up. The
representative of the Ministry added that the example followed by
the public sector was followed in the private sector also and as many
as five vessels were ordered in the private sector.

Study of Foreign Markets:

48. The Ministry of Transport deputed abroad Dr. Nagendra
Singh, 1.C.S., Director General of Shipping from September, 10 to
November 5, 1956, for studying and negotiating on behalf of the
- Government of India, various matters connected with shipping.

One of the items which he was asked to attend was the acquisition
of shipping tonnage for the public sector comprising new dry cargo
tonnage, second-hand dry cargo tonnage and a tanker. In his evi-
dence before the Committee, the Director General of Shipping gave
his assessment of the market conditions prevailing in the U.K. and
the Continent. He stated that shipyards in the U.K. and on the
Continent were getting booked up fairly rapidly and that on a con-
servative estimate, the delay of one month in the placing of orders
would entail a minimum delay of six months in actual delivery.
Reliable shipping brokers in London mentioned to the D.G. Ship-
ping that if orders were placed straightway, then it might be possi-
ble to get some berths for delivery in 1959 and if any delay was
entailed in placing orders, the 1959 deliveries would be lost and the
next best available date for delivery would be 1960 or 1961. The
U.K. Yards were reported to be booked up fully till 1961 and the
earliest delivery there was either the second half of 1961 or 1962.
Further, the U.K. Yards apd several Continental Yards were un-
willing to accept any penalty clause in regard to the date of deli-
very and all the leading Yards were not prepared to accept any order
without unlimited escalation. The shipyards offered berths for
acceptance or rejection within 24 hours or at the most 48 hours and
they would not agree to extend the period easily.

49. As regards the comparative prices of new building and
second-hand vessels, he stated that there were no prospects of a fall
in new building prices as the costs of steel and labour were steadily
rising. Moreover, if there was a fall in the price of material, the
same would have been covered by the escalation scheme to which
all ‘new building’ orders were subject. The same could not be said
of second-hand tonnage, the price of which could fall when such
purchase would be most opportune. '

50. The Committee quite appreciate the decision of the Ministry
of Transport in placing new building orders in the Continental
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yards and purchasing a tanker, even to the extent of exhausting the-
entire amount provided by the Planning Commission in the Secondi
Five Year Plan.

51. As far as the acquisition of second-hand tonnage is concerned,
the Committee were informed that purchases had been postponed.
to a day when the prices would fall.

52. Looking to the upward trend in the present market, and the-
uncertainty of securing fixed time schedules of delivery, the Com-
mittee recommend that the Ministry should continue to take effec-
tive steps to secure the requisite funds from the Planning Commis--
sion without which it would not be possible to procure any tonnage-
even in the third plan and the industry will have to face the same:
situation which it is facing now.

F. Problem of foreign exchange

53. India’s share in her overseas trade is hardly 5 per cent. at
present and the remaining 95 per cent. is carried in foreign bottoms.
One can visualise what a heavy drain it means on her financial

resources and the foreign exchange position which is becoming acute:
every day.

54. So far as the information regarding foreign exchange earnings.
of Indian ships is concerned, the Ministry informed the Committee-
that the same was not available. The gross freight and passenger

earnings of Indian ships in overseas trade have, however, been as.
under:—

Passenger
Year Freight earnings Total’

(Rs. in Crores)

1950~51 . . . . . . 7-01 0-28

7°29
1951-52 . . . . . . 9-32 034 9-66
1952-53 . . . . . . 9°43 017 9-60
1953-54 . . . . . . 8:-24 0-34 8:s8
1954-55 . . . . . . 9-94 0-56 10°50

55. The Committee could not obtain any statistical data relating:
to foreign exchange, which the country had to release on her over-
seas trade, as the information was not available with the Ministry of
Transport. The Committee were informed that this informations
was not available even with the Reserve Bank of India.
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56. Still, however, some idea regardmg the heavy amounts of
Hreight bills paid on import of foodgrains on government. account
«could be had from the following table:

AImport of foodgrains on Government Account:

Indian Vessels Foreign Vesscls

Total
amount of
Year Qulnnty freight paid Qol:;)n tity Flrl?glxlx: Qumuty fl:ulg: ‘
ooo’tons (Rs. 1 tons lakhs . tom lakhs
th ’
agso . - . 2,135 8330 1785 49'5 19465 783§
1981 . . . 4,725 40188 388-7 171°3  4,336°3  3,847'5
1953 . . . 3,864 -3,788-0 328-6 I159°0  3,535°4 3,629-0
1983 . . . 2,003 1,0705§ 127§ 52°0 1,875°5% 1,018-§
"1954 . . - 830 252-4 329-3 97°3 500-7 I55°I
(1955 . . . 700 2367 2026 . 65-8 4974 170°9
ToraL . . 14,247 10,199°4  I,555°3 594°9 12,6918  9,604'S

57. It will be seen that Government had to pay more than Rs. 96
«crores as freight to foreign vessels for import of foodgrains on Gov-
-ernment account during 1950 to 1955. This heavy drain on the
«country’s limited resources of foreign exchange brings out the pres-
sing need of increasing the tonnage of Indian Shipping at a ~more

Tapid pace.
«LCargoes imported under TCA Scheme:

58. The Committee had asked for figures of the total quantity of
«cargo imported under the T.C.A. Scheme and the amount of freight
paid thereon; but they were informed by the Ministry of Transport
:that required information was not available even with the Minis-
rtries concerned. Shipments of cargoes under T.C.A. Scheme are both
-on f.o.b. and c.if. basis. No information on f.o.b. shipments is
. -available as the freight charges are paid by the indentors. In respect
-of c.i.f. shipments, the freight charges are initially paid by the
‘U.S.A. Government and subsequently claims for refund of the same
:are received by the Government of India for reimbursement. So far,
~claims amounting to $1,61,000 on account of freight charges paid for
the transport of T.C.A. cargo shipped on Indian flag vessels have
‘been received. In future, freight charges for the shipments made on
Indian flag vessels will not be paid by the U.S.A. Government but

by the consignees.
«Charter-hire Expenditure:
59. Charter hire expenditure in respect of ships chartered by
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Indian parties for coastal and overseas trades during the period 1951
to 1955 was as under:

Year Coastal Overseas
£ £
1951 . . . . . . . . . . 4,232,550 23,83,519
1952 . . . . . . . . . . 6,67,077  39,81,837
1983 . . . . . . . . . . 6,00,332 13,328,790
1954 - . . . . . . . . . 5,08,558 9,54,483
1958 . N . . . . : . . . 2,11,598 6,11,5a1

24,I0,115 91,60,150

60. The above figures do not include expenditure on charters for
import trade which is met from overseas purchase.

61. These figures also indicate the drain on the resources of
foreign exchange due to inadequate tonnage of shipping. On most
conservative estimates by experts on the subject, the annual freight
paid to non-Indian shipping lines for the movement of goods and
.commodities to and from foreign countries is stated to be no less
than Rs. 140 crores. The following observations of Shri C. H.
Bhabha,* in this connection, are worth quoting: “If only through a
systematised and properly evolved policy, 20 per cent. of this total
freight annually is laid by for investment in ships for the next few
‘years, the day may not be far off when India could claim for the
modest target of 2 million tons of shipping visualised and recom-
mended by the Shipping Policy Committee, as far back as 1947".

62. According to Shri M. A. Master, “Shipping is the largest
-«carner of foreign exchange. Within five years it will return the
amount that we may have to spend for the acquisition of a ship.
"Thereafter, it will be contributing about 50 to 60 per cent. of its
«carnings towards the pool of foreign exchange resources. As the
‘Government have been the largest single importer of goods in the
country for the last few years, it will be agreed that favourable cir-
<umstances should be fully utilised for building up the navy of su
Ply of our country. In 1951, Government imported about 89 lakhs
D.W.T. and paid a freight of nearly Rs. 80 crores. In 1952, Gov-
-ernment imported about 60 lakhs D.W.T. cargo and paid a freight
«of over Rs. 57 crores. With their large programme for the import
-of foodgrains, cement, steel, fertilizers, etc., and export of ores, the
largest quantity of cargo to be imported and exported will be in the
hands of Government. This favourable circumstance should be
utilized to our best advantage for making a substantial addition to our
‘tonnage.”

-’

India’s overall balance of payments:

. 63. The necessity of bujlding up our overseas tonnage has to be
viewed from another aspect also. India’s balance of payments posi-

® ‘;;Fgglnce For Bxpansion of Indian Shipping” published in ‘Transport Annual Octo-
or, 1956"
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tion is worsening every year due to large imports of industriall
machinery and capital goods. The following table gives the figures®
for the years 1952-53 to 1956-57 (April to September, 1956) :

Balance of { pay- Overall balance of
Year ment over transport- payments
ation

(Rs. in crores) (Rs. in crores)
1952-53 plus . . . . 12° 4 plus 60-2
1954-55 s - . . . 24°3 2 6-0
1955-56 ,, - . . . 23-3 2 19°9
1956-57 . 1°7 minus 125°9

{April to September *s6).

64. India was essentially exporter of raw materials and importer
of semi-manufactured consumer goods; but the trade pattern is
changing gradually due to industrialisation of our country. As we
go on exporting less of raw materials and more of semi-manufactur-
ed goods and importing more of heavy equipment the gap in our
balance of payments is going to rise in a spiral. We have not only
to step up our exports; but also devise ways and means of augment-
ing our foreign earnings.

65. It is in this context again that the Committee would recom-
mend the need of assigning a higher "priority to the development of
the shipping industry as a resourceful potential instrument of earning
foreign exchange.

G. Loan from International Sources and other external assistance

66. The Committee understand that negotiations were under way
for securing suitable loan assistance from the World Bank. The
Committee hope that the Government of India will succeed in secur-
ing at least the minimum amount of loan assistance required for the
essential development of the shipping industry in India.

67. In case, the Government of India are unable to secure the
necessary amount from the World Bank, the Committee would suggest
negotiations with Exchange Banks in other maritime countries for
raising long term loans.

68. The Committee also suggest that the feasibility of getting a
few ships from the reserve fleet of the U.S.A. against a long term loan
may also be investigated. The representatives of the Shipowners
may also be consulted in the matter because of their specialised know-
ledge of the industry. '

*Reserve Bank of India Bulletin January, 1957.

., }Transportation receipts cover estimated amounts for re-imbursements of freight®
peid in advance by exporters and disbursements of foreign ships in Indian Ports etc., and
alg:\hetn; ;;cel:ge Operating expenses abroad of Indian Steamship Companies and some



III.-.STATE AID TO INDIAN SHIPPING

A. Introduction

69. It would be interesting to compare the figures of Indian
- gonnage with that of war shattered countries of the world during the
«corresponding period of India’s First Five Year Plan:

Country Tonnage in Tonnage in Percentage
July 1951  July 1955 increase

Ttaly* . . . . . . . 29,17,000  39,I1I1,000 34%
*Germany* . . . . . . . 10,30,000 26,53,000 157%
Japan* . . . . . . . 21,832,000 37,365,000 71%
India . . . . . . . . 3,90,707 4,80,000 20%
“World Tonnage* . . . . . . 8,70,000,000 10,00,000,000 14°9%

*figures represent ships of 100 GRT and over; while those relating to India represent
sships of 150 GRT and over.

70. The rise in production of Germany is spectacular. India has,
‘however, kept pace with the rise in the world tonnage and her
percentage increase in tonnage compares favourably with the world’s
percentage of increase. A statement showing the number of vessels
and the tonnage employed on different lines as on 31st March 1956,
is given in Appendix III.

B. State aid to shipping in foreign countries
(a) Italy

71. Three main Government measures have contributed to the
Teconstruction of the merchant fleet in Italy. Firstly, the law of
‘March 1949 made possible the building of some 2,50,000 tons of ship-
ping, particularly passenger ships for the reopening of the regular
passenger lines. This law granted a State contribution of Lire 2,500
(about {1/5 sh. at that time) for every 100 kg. of Italian materials
employed for shipbuilding as well as a bounty based on the speed
-of the ship and its cubic capacity upto a total not exceeding one'
third of the cost of the ship. Other facilities under this law included
-excmption from income-tax on profits derived from the ship for the
first five years, duty free import of steel, timber and machinery
required for the ship, exemption from the 3 per cent. turnover tax,
exemption from requisition for the first five years, except in the case
-of war and state guarantee upto 40 per cent. of the loans granted for
the building of the ship.

_ 72. The second law of July, 1952, granted a state contribution of
Lire, 39,750 (about £23) for every ton in the building of tankers as

23
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well as the same exemption and facilities under the first law. This
law facilitated the construction of about 3,50,000 tons of tankers.

73. Thirdly, the law of July, 1954 granted re-imbursement of duty
paid on all the material imported for the building of the ship as
well as a statecontribution, tax exemption and state guarantee for
loans to finance the building.

74. As a result of all these measures, the Italian tonnage which
was less than 300,000 G.R.T. in 1945, stood at about 3-9 milliom
G.R.T. in July, 1955.

(b) Germany

75. Germany had only about 70,000 G.R.T. at the end of the war
in 1945. As against this, Wes:t Germany’s tonnage stood at about
2:6 million gross tons in July, 1955. Much of the capital to rebuild
the German mercantile marine has come from Government loans and
loans from other industries. It has been reported that the amount of
credit provided by the West German Government to German ship-
owners upto 1954 amounted to more than 2,200 million marks,.
including E.R.P.* allotments. Loans granted to shipowners bore
interest at 4 per cent. and the amortisation periods extended upto
16 years, interest and amortisation payments being made only during
profit years.

76. Loans from other industries were facilitated by an income tax
regulation which allowed profits devoted to interest free loans to-
shipping industry to be free of tax.

(c) Japan

77. At the end of the last war; Japan was left with hardly 1-3
million G.R.T. of shipping. Her tonnage in July, 1955, stood at
about 3'7 million G.R.'T. The Japanese Government is reported to-
have granted subsidies to their shipping and shipbuilding industry in
several forms all of which are not disclosed. During the post-war
period, Japan undertook a series of shipbuilding programmes which
were financed first by the U.S.A. Aid Yen Counterpart Fund and later-
on by the Japanese Government Bank of Japan. Government have
also granted an interest subsidy on shipbuilding loans advanced by
City Banks. It has been reported that of the 11 per cent. interest to-
be paid to City Banks for shipbuilding loans, 6 per cent. is being paid:
by the subsidy. It has also been reported that a subsidy on the price
of shipbuilding steel is also being given to the shipbuilding industry.
There are also reports of concealed subsidies being granted to Japanese
shipping companies in order to enable them to carry Japanese exports.
and imports at low freight rates or to undercut the freight rates in
overseas trades and that the grant of such subsidies is made possible-
by special arrangements between Japanese Export Associations, Bank-
ing, Insurance and Government agencies. According to latest reports,.

*Buropean Recovery Programme
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apan has beaten the production record set by U.K. and today, she-
1s the largest producer of shipping tonnage in the world.

d) USA4.

78. ‘Before the first World War, the United States Mercantile-
Marine was even short of the minimum requirements for naval auxi--
liaries in the event of war. The first remedial action was the Shipping
Act of 1916, establishing a United States Shipping Board for the pur-
pose of creating and developing a naval auxiliary and naval reserve-
and a merchant marine, as well as regulating sea transport. The
United States Shipping Board Emergency Fleet Corporation, with a
capital of $50 million was incorporated for the purchase, construc-
tion, equipment, charter etc. of merchant vessels in the commerce of
United States. A new Merchant Marine Act, known as the Jones:
White Act of 1928 opened the way for further aid to American ship-
ping operators. In March 1930, provision was made to increase the
existing mail subsidy of $650 thousand paid to the United States Lines.
to $3-6 million. Some thirty-four mail contracts opened or concluded’
in 1928, brought the total yearly payments to private operators to
$21 million. The entire shipping policy was overhauled by the
Roosevelt Administration and every endeavour was made in the
Merchant Marine Act of 1936 to rationalise the mail subsidy system.
The Act dissolved the Shipping Board Merchant Fleet Corporation
and created the United States Maritime Commission, which was given
wide powers in the matter of regulating the future of the American:
shipping industry.

(e) UK.

79. The U.K. has the world’s largest merchant navy in active-
employment, although the U.S.A. holds first place for the highest
tonnage registered. The U.K. fleet carries an estimated 40 per cent.
of the World's international sea-borne traffic (passengers and goods) ..
The most notable development in the British shipping industry has
been the grant of “investment allowance”. This allows the ship--
owners to write off an extra 20 per cent. of the value of their ships.
by way of depreciation, enabling them partially to meet the cost of”
replacement from within their own resources.

C. State aid to Shipping in India

_80. The usual terms and conditions on which loans are granted to-
Shipping Companies are as follows:

(1) Overseas vessels

. (a) Quantum of loan not exceeding 85 per cent. to 95 per cent..
in the case of vessels built new and not exceeding 75 per cent. in the:
case of second-hand purchases.
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(b) Rate of interest 2 T cent. per annum on condition that in
sthe event of default, penal interest at 8 per cent. per annum should
vbe paid by the Company.

(c) Period of repayment.—Not exceeding 12 to 15 years in the
vcase of vessels constructed new and not exceeding 2/3 of the residual
life of the ship (computed for income-tax purposes) in the case of
-second-hand ships.

(d) Security to be offered.—Adequate security acceptable to
‘Government which will cover the loan amount outstanding plus
33-1/3 per cent. by mortgaging the loan vessel and such other assets
as may be necessary. '

{ii) Coastal Vessels

(@) Quantum of Loan.—Not exceeding 85 to 90 per cent. in the
<case of vessels built new and 66-2/3 per cent. to 75 per cent. in the
case of second-hand purchases.

(b) Rate of interest.—4 to 4} per cent. per annum on condition
that in the event of default, penal interest at 8 per cent. per annum
will be paid by the Company. 4 per cent. is charged only if the loan
s repayable in 4 years.

-(c) Period of repayment.—Not exceeding 12 to 15 years in the

«case of new construction and not exceeding 2/3 of the residual life

(computed for income-tax purposes) in the case of the second-hand
vessels.

(d) Security.—Adequate security acceptable to Government to
-cover loan amount plus 33-1/3 per cent. by mortgaging the loan
«wvessel and such other assets as may be necessary.

81. The condition that the borrowing company should accept a
‘Government Director on their Board was originally being imposed
-only in the case of small shipping companies. Subsequently, however,
this condition has been made applicable in the case of all loans regard-
less of the status or standing of the shipping companies. In the case
«of small shipping companies, there are also two additional conditions,
that they should implement any suggestion made by Government for
the better management of the company and that the loan vessels
-should be made available for periodical inspection by Government
surveyors in regard to their maintenance and upkeep. Other condi-
tions which are usually imposed in the case of loans are that the
«companies concerned should keep the “loan vessels” always insured
:against all usual risks including war risks for an amount not less than
‘25 per cent. in excess of the sums owing to Government and that the
dnsurance policies will be duly assigned in favour of the Government.
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{iii) Provision for Loans in the First Five Year Plan

82. A provision of Rs. 1944 crores was made in the First Five
Year Plan for granting loans to shipping companies for acquiring
2,75,000 G.R.T. during the Plan period. The following table gives
the break up of the above figures:

Amount Tonnage to

Coastal Trade Rs. in crores be acquired
R. T.
(@) Loans for the acquisition of second hand ships . . 40 65,000
(#) Purchase of ships built in Visakhapatnam . . 4'5 1,00,000*
Overseas trades .
(a) Loans for the acquisition of ships . . . . 65 70,000
(6) Investment in Eastern Shipping Corporation . . 4-44 40,000

ToTAL . . . . . 19-44 2,75,000

83. This provision was, however, raised, as indicated below during
1954-55 in the light of the expenditure incurred during the first three
years of the Plan period and the likely expenditure to be incurred
during the rest of the Plan period:

Coastal Trade Amount in lakhs

Rs.
(a) Loans for the acquisition of coastal ships . . . . . 482-38
(b) Loans for the acquisition of Vizag built ships . . . . 51973

*Includes 60,000 G. R. T, for the rcplacement of overazed tonnage.

Overseas Trades Amount in lakhs
(a) Loans for the acquisition of ships . . . . . . 8s56-0
() Investment in Eastern Shipping Corporation . . . . 4580
ToTAL . . . . . . 2,316 11

84. During 1955-56, the position was again reviewed and having
regard to the need for additional funds to finance the expansion pro-
grammes of the overseas shipping companies, the overall provision
was increased to Rs. 263 crores.

LOANS SANCTIONED DURING THE FIRST FIVE YEAR PLAN

85. As against the above provision, loans amounting to
Rs. 24,14,97,733 were sanctioned during the period ending 3lst
March, 1956; out of which Rs. 16,11,60,733 were drawn by the Indian
shipping companies. » .
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CoASTAL VESSELS

86. Loans amounting to Rs. 4,90,75,333 were sanctioned for acquir-
ing 73,050 G.R.T. of shipping for coastal trade during the period
ending 31st March, 1956. The amount was fully utilised and
drawn by the Indian Shipping Companies (Appendix IV). Out of
the above amount Rs. 1,48,87,000 have been repaid.

OVERSEAS VESSELS
87. Loans aggregating to Rs. 19,24,22,400 were sanctioned during
the period ending 31st March, 1956 for acquiring 1,34,252 G.R.T.. but
only Rs. 11,20,85,400 were drawn by the shipping companies. The
balance of the loans sanctioned will be drawn during the Second
Five Year Plan period. (Appendix V).

A sum of Rs. 51,00,000 was sanctioned as loans for acquiring
additional tonnage in overseas trade after Ist April 1956 but the
amount has remained unutilised.

(iv) Capital cost borne by Shipping Companies against loans from
Government.
(a) NEw sHIPs

88. During the First Five Year Plan the Indian shipping com-
panies placed orders abroad for acquiring 33,495 G.R.T. at a cost
- price of Rs. 603 lakhs. Out of this amount, Rs. 202:60 lakhs were
met from the companies’ resources. Orders were placed with Hindu-
stan Shipyard Ltd., Visakhapatnam for 40,061 G.R.T. at a cost price
of Rs. 492-39 lakhs. Out of this amount, Rs. 382-31 lakhs were met
from the companies’ resources (Appendix VI).

(b) SECOND-HAND SHIPS

89. 110,164 G.R.T. of second-hand ships were ordered at a total
cost price of Rs. 946:66 lakhs. Out of this amount, the Indian Ship-
ping Companies met Rs. 489:29 lakhs from their own resources

' (Appendix VII).

90. From the figures given above, the Committee observe that the
Indian Shipping Companies have preferred to meet 33 per cent. of
the total cost of new ships from abroad, 88 per cent. of the total cost
of ships constructed by the Hindustan Shipyard Ltd., Visakhapatnam
and 50 per cent. of the total cost of second-hand ships from their own
resources.

D. Liberalisation of loan terms

91. In a memorandum recently submitted to the Government, the
Indian National Steamship Owners’ Association proposed the follow-
ing modifications in the rules governing the grant of loans to shipping
companies:

(i) Quantum of loan: This should be increased to 95 per
cent. in the case of new constructions and 90 per cent.
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in the case of second-hand purchases in respect of both
coastal and overseas vessels.

(ii) Ruale of interest: This should be reduced to 1 per cent.
per annum in the case of vessels acquired for overseas
trades and 2 per cent. per annum in the case of vessels
acquired for coastal trade, no interest being charged in
both the cases for the first five years commencing from
the date of the loan.

(iii) Period of repayment: This should be increased to
20 years in the case of new construction and to the full
residual life of the ship (computed for income-tax pur-
pose) in the case of second-hand ships.

92. Regarding the availability of funds, it was represented to the
*Committee that sometimes funds were not made available when they
were actually required and the shipping companies had to miss the
opportunity of buying ships when the market conditions were most
favourable.

93. Indian Shipping Companies have, in the past, played a very
significant role in maintaining the maritime traditions of the country,
against heavy odds. In view of the expanding economy of the
country, there is a heavy demand of shipping for carrying the export
and import trade. Utilising foreign shipping for this purpose means
a heavy drain on the foreign exchange resources. Taking into con-
:sideration these factors, rapid expansion of Indian shipping should
be regarded as a national problem of great importance and urgency.
As stated earlier, many foreign countries have taken special measures
to assist the shipping industry. The Committee, therefore, recom-
mend that the above mentioned suggestions of the Indian National
Steamship Owners’ Association should be considered sympathetically
by Government and every encouragement given to the shipping
industry.

94. One suggestion made in this connection was that instead of
insisting on the repayment of loans to Steamer Companies, given in
the First Plan, they may be permitted to utilise the amount due for
repayment for buying more ships and continue to pay interest as
before. The feasibility of this suggestion may be carefully examined.

95. The Committee further recommend that the feasibility of
«reating an Indian Shipping Development Fund with sufficient capital
Teserve should be carefully examined.

E. Loans through Marketable Bonds

96. The Committee would like to mention one suggestion* made
by Shri C. H. Bhabha in his article “Finance for expansion of Indian
Shipping” regarding procurement of loans through marketable bonds.

. "6“Finanee for expansion of Indian Shipping”:C. H. Bhabha ““Transport Amméi,m“ a:t-
2.956.
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He advocates that the loans given by Government should be funded’
in the form of marketable bonds or Debentures guaranteed by Govern-
ment; and to ensure a proper response and success to such a scheme,
the authorities should issue directions to such Indian Shipping Com-
panies, who have taken loans, to invest a specified part of their
depreciation amounts, year after year, in such bonds or debentures at
the then ruling market price of these securities, ensuring thereby a
setting-off or cancellation of their liabilities through such investments.
The Committee would like the Government to examine the proposal.

F. Operational subsidies

97. The Committee understand that the Scindia Steam Navigation
Company made a request to Government during the year 1949-50 for
the grant of an operational subsidy to cover their losses in the India/
U.K. passenger service. This service was being maintained by their
vessels ‘Jal Azad’ and ‘Jal Jawahar’. The Company pleaded that they
were incurring a loss of about Rs. 8 lakhs per annum as these vessels
had no control over the losses which were attributed, mainly, to the
following reasons:

(1) High capital cost of ships on account of which they had
to make increased provision for depreciation.

(ii) Low speed and high fuel consumption.
(ili) Competition from other lines.

98. The Government were unable to accede to the request for
a subsidy mainly for the following reasons:

(@) There was no indication that the grant of a subsidy would
make the service an economical proposition.

(b) When once a subsidy was agreed to, there was no knowing
how long it would have to be granted to make the service
pay its way.

Subsequently, the Scindias approached Government for permission-
to sell the two vessels to the Fastern Shipping Corporation and as it
appeared that there were prospects of the vessels operating profitably
in the Corporation’s trades and as Scindias had decided to discontinue
the U.K. passenger service, the permission applied for was given. The
vessels were acquired by the Corporation and they were being operated
in the Madras-Singapore and Bombay-East Africa trades.

Present Policy

99. The Ministry informed the Committee that the Govern-
ment’s policy in the matter of granting operational subsidies to ship-
ping companies at present was as under :

“It is contrary to the Government policy, generally, to grant any
direct operational subsidy, especially, on a long term basis. They
have, however, offered to grant loan facilities on liberal terms and
conditions for the acquisition of suitable ships for operation in these
trades; but the shipping companies have not been willing to enter
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these trades on this offer, their reluctance being mainly on the ground
that these were losing services, Government are at the same time
.anxious to maintain regular Indian Shipping Services in these trades,
particularly, in the following two routes:

(i) Madras/Rangoon passenger service. _
(ii) India/Persian Gulf services (both passenger and cargo).

“They have, therefore, decided to entrust such services to one of
the Government sponsored shipping corporations inspite of the
prospect of loss. The question of granting any direct subsidy to
these Corporations does not arise as Government are committed to
indemnify the Corporations against losses incurred by them in
«ertain specified services during the first five years of their operation
subject to re-imbursement out of subsequent profits. So far as the
Madras/Rangoon passenger service is concerned the Eastern Ship-
ping Corporation have accordingly placed an order for the construc-
tion of suitable passenger-cum-cargo vessel at the Hindustan Ship-
yard. Similarly, the India-Persian Gulf has been allotted to the
‘Western Shipping Corporation in which Government hold the entire
-capital.

“With regard to the India/U. K. passenger service, the idea is
that when funds permit, Government should acquire two or three
suitable passenger vessels and entrust them to one of the corporations
for operation. It was originally proposed that Government should
:acquire such passenger vessels during the Second Five Year Plan
period; but, subsequently, on account of the limited finance avail-
able, this proposal has been dropped. The proposal may be raised
during the third Five Year Plan.”

100. The Committee feel that India is geographically situated in
.a Central position in Asia and is destined to play an important role
in international affairs, especially in the East. Apart {rom strategic
importance, her ships will be the symbols of friendship and cultural
ties that exist amongst the sister nations of Asia. Her ships would
be her roving ambassadors and become an effective instrument in
strengthening India's external relations. It is, therefore, necessary
to maintain running the passenger and passenger-cum-cargo services
-on routes, like India/Burma, India/Red Sea Ports and Persian Gulf,
India/East Africa etc. even though these services may have to be run
.at some financial loss in the initial stages.

101. Regarding the present policy of the Government in the
matter of granting operational subsidies, the Committee quote below
-an extract from the Industrial Policy Resolution No. 91/CF/48,
-dated the 30th April 1956 wherein in para. 11 it is stated :

-““Industrial undertakings in the private sector have necessarily
to fit into the frame work of the Social and Economic Policy of the
State and will be subject to control and regulation in terms of the
Industries (Development and Regulation) Act and other relevant

-
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legislation. The Government of India, however, recognise that it
would, in general be desirable to allow such undertakings to develop-
with as much freedom as possible, consistent with the targets and’
objectives of the national plan. When there exists in the same in--
dustry both privately and publicly owned units, it would continue to-

be the policy of the State to give fair and non-discriminatory treat-
ment to both of them.”

102. Keeping in view the above policy statement, and the press-
ing need of developing Indian Shipping, the Committee suggest that
the question of giving operational subsidy to avoid closing down of
certain essential services (as has happened in the case of India/U.K..
passenger service) may be reconsidered. As the Government is in-
demnifying the shipping corporations in public sector against losses
for a certain period subject to re-imbursement out of subsequent
profits, similar facilities may be extended to the private sector also:

where found necessary, in the larger interest of Indian Shipping as a
whole.

G. Other Assistance

103. The Committee were given to understand that the repre-
sentations have been made to the Government by the Shipping
Companies to afford relief in the following directions :

() The application of the accelerated depreciation allowances
should be mnade optional.

(i1) Proceeds from sale of ships should be exempted from
income-tax and Capital Gains Tax, if they are utilised.
for acquiring further tonnage.

(ii1) Profits ploughed back into the Shipping Industry should
be exempted from Income-Tax.

(iv) Ship’s stores and Bunkers should be exempted from-
Customs duty and Sales Tax.

104. The Committec are not in a position to give an opinion on.
these specific items. They suggest that these representations may
be-examined sympathetically, keeping in view the assistance that 1s.
being given to the Shipping Industry by other countries.

105. As a matter of interest, the Committee enclose an Appendix
VIII containing a brief financial review of Indian Shipping Com-
panies. This indicates that the financial position of Indian Shipping
Companies Is not too satisfactory, and that they are striving hard to
keep pace with the development of pther Indian Industries. There
cannot be two opinions that there is a very urgent need of
rapidly expanding Indian Shipping, and that this is a field where-
both private and public sectors can play a useful role without
necessarily coming into conflict with each other. Shipping is as yet:
only an infant industry so far as its future expansion is concerned..
All reasonable facilities should, therefore, be given to this industrys
at the present developmental stage.



1V. SHIPBUILDING PROGRAMME IN INDIA
A. Introduction

106. Shipbuilding was one of the flourishing industries in an-
cient India. The industry flourished for some time even under the
East India Company in early part of the 19th century. In 1800,
Lord Wellesley remarked :—*

“From the quantity of private tonnage now at command in
the Port of Calcutta, from the state of perfection which
the art of shipbuilding has already attained in Bengal,
promising still more rapid progress and supported by
abundant and increasing supplies of timber, it 1is
certain that this Port will always be able to furnish
tonnage, to whatever extent it may be required, for
conveying to the Port of London the trade of the
private British merchants of Bengal”.

107. The state of perfection which shipbuilding had obtained in
India was naturally resented by vested interests in  England. The
Reconstruction Policy sub-Committec on Shipping observed in their
Report published in 1947 that it was not the advent of the steamship
about the middle of 19th century, when iron and steel took the place
of wood, which led, as was often alleged, to the decline of Indian
shipbuilding industry. It was the acts of hostilitv of the British
Government that led to its decline and ultimate ruin. Revitaiisa-
tion of the ship building industry is, therefore, one of the important
aspects of the all round development of the country in various
spheres.

108. The Fstimates Committee had examined the working of
Visakhapatnam Shipbuilding yard in the year 1954-55 and so the Com-
mittee would not touch upon those points which had already been
dealt with in their Fourteenth Report. The Committec would,
therefore, restrict their scope ol examination in that connection,
only to the factual matters and the new points arising out of their
review.

B. Production during First Five Year Plan

_ 109. As against the target of 1,00,000 GRT laid down in the first
Five Year Plan, the Hindustan Shipyard at Visakhapatnam built
eight ships of 39,924 GRT at a total cost of Rs. 677-01 lakhs (Ap-
pendix VI). One more ship of 4,584 GRT was completed at a cost

*Report of the Re-construction Policy sub-Committee on shipping P-g.
33
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of Rs. 115-20 lakhs during the period of the First Five Year Plan;
but its delivery was effected in May, 1956. Taking this ship into
consideration, the total output of the Hindustan Shipyard Ltd., could
be placed around 45,000 GRT during the First Five Year Plan.
The Committee have not taken into account S. S. Jalapalaka (5104

GRT), which was built during the pre-plan period; but delivered
on 3rd April, 1951. ‘

C. Drop in output during 1954

110. It will be seen from the table below that during the year
1953, keels of four ships were laid; but only two ships could be
launched in the year 1954.

Year Keel laid Launched Delivered
[ (Figures represent No. of ships)
1950 2 1

1951 3 2 2
1952 2 2 3
1953 4 2

1954 2 2 2
1955 2* 3 2
1956 It 3 4

111. Attention of the Ministry of Production was drawn to the
drop in the tonnage of ships launched during the year 1954 and they
have explained the shortfall as under:

“The Shipyard was taken over by Government from lst March,
1952 and as explained below there were many difficulties of transi-
tion. Because, the Scindia Shipyard with its lack of financial re-
sources could only just carry on from day to day with the special
assistance given by Government through the placing of certain
limited orders it could - not do the normal long-term planning.
Further, there was another great change that the Shipyard under new
owners and management took up the task of constructing modern
fast diecsel ships on modern techniques in place of the older type
steam vessels that used to be constructed and thus to overtake a few
decades of development.

“Till it was taken over, the Shipyard was building only one
standard type of simple steamships. An order for three such ships
which had been placed earlier by Government on the Shipyard was
taken over by Government company when it took charge of the
Shipyard in March, 1952. These ships, which were in different
stages of construction were completed and delivered. The Scindia
Shipyard when it was taken over had no other orders for ships except

*to be launched and delivered in the Second Five Year Plan.
tto be delivered in 1957.
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that Government had also authorised the construction of two similar
:ships. Steel for these ships had not been ordered. Orders for the
-engines could only be placed so late in the Korean crisis that the
-engines were ultimately received very late. The keel of these ships
was laid in July 1952. The ships could not be launched until
August and November, 1953, because, firstly due to change in Lloyds’
Rules, the Shipyard had to make new plans even though the ships
were of the same specification as the ships previously constructed;
-secondly due to certain breakdowns in (Tatas) steel rolling mills,
-steel plates were not received in good time. These ships were de-
livered in July and August 1954 respectively. Part of delay in the
<onstruction of these ships was also due to the fact that engines
which had been ordered as early as 1951, did not arrive in the Ship-
yard until January and April, 1954 respectively.

“T he shipyard also received orders at this time for new Maier-
forin ships. These ships were of complex modern design with diesel
machinery. The classification plans, the machinery plans and the
piping plans of these new vessels had been arranged from abroad.

“The Shipyard Drawing Office, which had to prepare detailed
working plans for these ships, had no previous experience of making
such plans for a whole ship. This led to considerable delay which
was accentuated further by the great difficulty in co-ordination
‘between the suppliers of the classification plans, the machinerv plans
and the piping plans. Therefore, although by the end - ot 1953,
‘keels had been laid for three ships of the new type, only one of the
.ships could be launched in 1954. As had already been stated, the
.amount of extra work involved in constructing the new type of ships
-could not be coiiectly estimated, to start with”.

D. Reasons for shortfall in First Plan targets

112. Enumerating the reasons for the shortfall of 55,000 GRT in
the Plan target, Ministry of Production stated that the exact amount
of work involved in the new types of ships had been under-estimated.
The new Maierlorm type of vessels the construction of which was
undertaken ‘by the Shipyard involve 509, more work than the old
type of steamships built at the commencement of the Plan. The
desired increased output required the addition of fully trained skill-
-ed labour which could be achieved only slowly and was still going on.

113. A factor which contributed to the under-estimation referred
to above, is stated to be that under the previous management, the
.Shipyard had nothing in the way of a designing and drawing office,
since the practice was for Messrs. Scindias to build the same type .
-of ships according to working plans obtained from the United King-
dom. But now, with the help of a senior expert from the foreign
-consultants, a realistic time schedule for the delivery of ships has
been drawn up and so far four ships have been delivered in accord-
-ance with it. The Ministry of Production now anticipate that in-
stances of late delivery and shortfalls in production were not likely
to occur in future.



36

E. Second Five Year Plan

114. The estimated tonnage of the ships to be built at the-
Visakhapatnam Yard during the Second Five Year Plan has been-
fived at 75 ro 90 thousand GRT. Of this target, one ship, m.v.
‘State of Kutch’ of 5169 GRT was delivered on 25-11-1956. In 1957
three cargo vessels, a cargo-cum-passenger vessel and a mdoring vessel
for the Navy, of an aggregate of 20,000 GRT are scheduled for
delivery.

115. The target of additional tonnage to be acquired in the-
Second Plan is three lakhs GRT. Replacement of obsolete tonnage
is estimated at 90,000 GRT. Out of these 3,90,000 GRT, the pro-
duction of Visakhapatnam would be only 75,000 to 90,000 GRT
durmg the Second Plan.

116. The representative of the Ministry of Transport informed
tae Committee that the overall target of 6,00,000 GRT of the First
Plan would be achieved only in middle of 1957 as ships of about
35,000 GRT. were under construction. The Ministry of Production
have stated that the target of 75 to 90 thousand GRT. set for the
second plan will include all ships delivered after May, 1956.

117. The following observations of Shri M. A. Master in this
connection, in one of his recent articles are worth recording:

“According t¢ the latest programme, it is understood that the
Visakhapatnam Shipyard is expected to deliver the following tonnage
during the first four years of the Second Plan period. Even the ton-

nage that .s expected to be delivered will depend upon the Yard
getting the steel and propelling machinery in right time. If there is
delay in securing the steel required for construction,.the delivery is
likely to be further delayed.

Tonnage cxpected to be delivered:

1956-57 3 ships 16,184 GRT
1957-58 3 ships 14,768 ‘GRT
1958-59 4 ships 14,700 GRT
1959-60 3 ships 19,000 GRT

“During the f{ifth year, the Yard has got only one order to com-
plete for a ship of 6,333 GRT. It is, however, likely that it will get
further orders. We may, therefore, take it that during the fifth year,
it may construct and deliver ships of about 16,000 GRT. If, there-
fore, the Yard rececives steel in time for which great apprehensions
exist, at present, and if everything proceeds according to the schedule,
the Yard may be fortunate to deliver during the course of five years
of the Second Plan about 80,652 GRT of Shipping. Of this, 30,952
GRT will be of ' the ships under construction for completing the
target of the First Plan. The tonnage which will be delivered against
the requirements of the Second Plan, will only be 49,700 GRT. It
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should not be forgotten that it takes at least 18 months for obtaining:
the engines and boilers for the ships to be constructed at Visakha-
patnam after the orders for their construction are placed with the:
Yard. We cannot, therefore, take any more optimistic view than we
are taking now. The maximum that the Yard can do for the con-
struction and delivery of the ships against the tonnage to be obtain-
ed in the Second Plan is not likely to exceed 50,000 GRT. The
balance of 2,50,000 GRT will have to be constructed abroad, or.
acquired second-hand.”

F. Standardisation of Ships

118. In their fourteenth Report, on the Ministry of Production,
the Committee had made the following suggestion:

“The Committee understand that no steps have, how-
ever, been taken in the direction of manufacturing standard
ships. In view of the present position in which deliveries
are slow, cost of building is high etc.,, the Committee con-
sider that the whole question ought to be re-examined and
a Conference arranged between the representatives of Gov-
ernment, the ship-owners and the ship-building industry in
general to examine how far it would be advantageous to
adopt a policy of manufacturing only Standard vessels, at
least for some years to come”.

119. The question of standardisation of ships was discussed at a
Conference at wliich the principal shipowners were present, held on
the 31st January, 1956. Thereafter a Committee was appointed con-
sisting of representatives of Shipowners and the Ministries concerned
to examine and report on the types of ships  to be standardised and
built at the Shipyard. This Committee went into the question and

recommended that three types of ships should be standardised. These
were:— '

(1) For the overseas trade a 9,500 tonner open shelter decker

(with scantlings for 9,500 tonner closed shelter decker)
a speed of about 16—17 knots.

(2) For the coastal trade, a 8,000 tonner open shelter decker
(with scandings for 9,500 tonner closed shelter decker)
with a speed of about 12 knots.

(3) A 5,000 tonner open shelter decker (with scantlings for
6,000 tonner closed shelter decker) with a speed of
about 12 knots, also for the coastal trade.

120. Government have accepted these recommendations. The
details of the designs, specifications and machinery required for the -
above types of ships are being worked out by the Hindustan Ship-
yard Ltd., in consultation with the Director General of Shipping and"
the Ship-owners. Designs and specifications for 5,000 tonner open:
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shelter decker ships are ready and available in the Shipyard. Orders
for four ships of‘this type have also been received and are in various
stages of planning. The Eastern Shipping Corporation have also in-
dicated their desire to order 9,500 tonner open shelter decker vessels
for their overseas trade.

121. The Committee are glad to note that the standardised
-designs have been evolved, suited to the requirements of trade in
India. With this standardisation, the Committee hope, the produc-
‘tion capacity of the Hindustan Shipyard at Visakhapatnam should
increase to some extent and facilitate the building programme during
the Second Five Year Plan.

122. The Committee are, however, of the opinion that one more
design of a smaller ship of 2,500 to 4,000 GRT should be evolved for
coastal shipping. The Committee propose to deal with this aspect in
.a subsequent paragraph. '

G. Training of technical personnel

123. In their {ourteenth Report, the Committee had made a num-
ber of recommendations about the training of technical personnel
‘who may be required for the successful implementation of the Second
.and the Third Shipyard in the country.

124. Ministry of Production have informed the Committee that a
batch of 9 Indian technical officers was trained intensively, for speci-
fic jobs in the Shipyard of the French firm for a period of about six
months during the previous year and those officers were employed in
important position in the Shipyard. As this scheme had proved use-
ful, the Ministry propose to depute three more batches of a total of
22 technical officers for similar intensive training in the Shipyards of
the French firm during the current and next years. While formula-
ting the above Scheme, the Ministry have taken into account the
need to provide a nucleus of technical officers for the second Ship-
yard. Besides thi: scheme of training supervisory technical staff, the
Ministry have arranged with the French firm to provide the services
of 24 skilled French workers for a period of six months each to guide
and train Indian workmen in modern methods of Shipbuilding and
the use of up-to-date tools. Batches of French workers are now work-
ing in the Shipyard for the training of Indian workmen.

125. As regards the training of skilled workers and junior super-
visory staff, the Ministry have decided to set up a training school
.almost immediately for the training of skilled workers and to
organise evening classes for chargemen and junior supervisors not
-only to meet the requirements of the Visakhapatnam Shipyard; but
.also to provide a nucleus of trained personnel for the second Ship-
yard. The training school is expected to start early in 1957. The
Scheme envisages the training of batches of 100 to 200 trainees over
a period of 18 months. With the implementation of this scheme,
-about 500 technical personnel will be made available by the end of
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the Second Plan as a nucleus for manning the second Shipyard when
it is established. '

126. The Committee are glad to note that their recommendations:
have been duly acted upon by the Ministry of Production. The
Committee would, however, like the Ministry to accelerate the pace
of training of both supervisory and skilled personnel so as to facilitate:
the execution of the second Shipyard at an early date.

H. Need for additional building capacity

127. The Committee observe that India has been paying heavily
from her foreign exchange by way of freight charges and the cost of
ships brought from foreign countries. From the year 1952 to the
middle of 1956, this country has remitted Rs. 22,13,32,000 towards the
cost of construction of new ships and the cost of second-hand ships.
The following tuble gives®its year-wise breakup.

Year Foreign exchange amount remitted for
purchase, construction etc. of ships
(1) @)
1952 Rs. 2,93,34,000
1953 Rs. 2,48,10,000
1954 Rs. 6,86,95,000
1955 Rs. 5,43,37,000
1956
(Upto 30-6-56) Rs. 4,41,56,000
Total Rs. 22,13,32,000

128. According to non-official estimates, 40 percent of the tonnage
at the end of the Plan was ten and under ten years of age. 88 per-
cent of the tonnage was twenty and under twenty years of age.. The
tonnage which has passed the normal twenty years’ life is 12 percent
of the total tonnage. On that basis it may be necessary to find capa-
city for building ten ships every year which might become old and
obsclete. Even if the production target of the Visakhapatnam Ship-
yard is raised to its maximum capacity in its Second phase of develop-
ment, it would hardly meet the requirements even for replacements.

129. The Shipping Policy sub-Committee had suggested in 1947,
the target of 2 million tons as the shipping tonnage to be achieved
in five to seven years. This is nowhere near realisation. Even by
the end of the Second Plan, assuming that the increase in tonnage
would be according to the Plan, the tonnage will rise to 9,00,000
GRT. It would, therefore, be necessary to plan for the realisation
of the target of 2 million tons at least by the end of the Third Plan..
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130. Assuming that the second shipyard comes into being in the
year 1958-59 and commences its production in the beginning of the
Third Plan, it will mean a building capacity of about 1,20,000 GRT.
of shipping per year. Even then, there will be a shortage of about
5,00,000 GRT. against an estimated target of two million tons at the
end of the Third Plan. This indicates the desirability of planning
a third shipyard to be established during the period of the Third
Plan. As stated in the fourteenth report of the Estimates Committee,
on the Minisury ol Production, ‘it should be our objective in Plan-
ning, not merely to build the ships required for mercantile purposes
on the high seas, and for coastal traffic, but also the ships required
for our Navy. The ultimate Plan should provide for building ships
for other countries in South and South-East Asia in competition with
other suppliers’.

131. Alihough, the Second Five Year Plan has provided for the
-establishment of a second shipyard, no indication is forthcoming
about its date or its probable site. Now that the first year of the
'Second Five Year Plan is over only four years are left for taking
effective steps for the establishment of second shipbuilding yard,
which will take nearly three to four years before it could go into pro-
duction. If the production is to begin at the end of Second Plan
period, or latest by the beginning of the Third Plan, the Committee
are of the opinion that the Ministry should give their most anxious
«onsideration to this project and finalise the preliminaries like site
‘surveys, hydrographic and industrial suitability etc. of the various
:sites considered suitable for this purpose and come to a quick decision
:about the final selection of a site for a second ship-building yard and
+commence the work with the least possible delay.

132. As regards the anticipated shortage of steel, the Committee
"hope that the position would not be as difficult as it is to-day by the
‘time, the second shipyard goes into production. As regards the
vdearth of technical and supervisory personnel, the Committee have
"been informed that necessary steps had already been taken to meet
‘the requirements of the second shipyard. The Committee also sug-
-gest that a tentative decision to have a third ship building yard in
the earlier period of the Third Plan should also be taken at an early
«ate.

I. Manufacture of Diesel Marine Engines

133. The Estimates Committee in their fourteenth Report on the
Ministry of Production had recommended that the question of manu-
facture of engines and of the preference to be given to the use of
diesel engines etc. should be gone into in consultation with the Ship-
-owners and Defence (Naval) authorities.

134. The Ministry informed the Committee that they consulted
the Shipowners about establishing capacity for the manufacture of
«diesel engines in India and they were in favour of doing so. When
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:the question of standardisation arose and a ship for coastal trade was
~decided to be standardised, the shipowners indicated a preference for
.steam engines for coastal vessels. 'The matter was considered further
.and it was decided to go ahead with the establishment of a factory
for manufacturing diesel marine engines. It was considered that
:sufficient off-take would be made from such a factory since the expan-
sion of the Indian fleet was, mainly, to be in the number of ships for
-overseas trade.

135. In view of the desirability of achieving self-sufficiency in this
respect, Government decided in principle, in consultation with the
Planning Commission and the Ministry of Commerce and Industry,
to establish a factory for manufacturing propelling machinery for
~ships in the public sector. The project has been included in the
Second Five Year Plan. The Planning Commission have indicated
‘to Government that requisite funds would be made available when
the project was taken up for execution. At present, this project is
being processed by an inter-ministerial committee with a view to
inviting detailed proposals for a licence as well as technical assistance
from four or five firms in this field, having a world reputation. That
~Committee would submit their recommendations to Government on
-the selection of consultants. As the project is at a preliminary plan-
ning stage, Government have not indicated any date when it would
‘be put in commission. The Committee hope that the project would
-be finalised without undue delay.

J. Building capacity of private shipyards in India
136. In their fourteenth Report, the Committee had recommend-
-ed that Government should canalise the expert knowledge and skill
wof the craftsmen in the country in building smaller vessels.

137. Nearly 50% of the tonnage employed on the coastal trade
~consists of ships having a gross registered tonnage of 5,000 tons and
‘less. The following table* gives the break up of tonnage as on
~31-3-1956:

Size of Indian-owned tonnage as on 31-3-1956

Size of ships No. of ships  Tonnage
Over 8o01/10000 . . . . . . . . 4 35,084
»  7001/8000 . . . . . . . . 26 1,83,155
”  so001/7000 . . . . . . . . 29 1,62,198
»  3001/5000 . . . . . . . . 14 62,544
”  2001/3000 . . . . . . . . [ 12,264
”  1001/2000 . . . . . . . 23 35,013
: SO1/1000 . . . . . . . . 13 10,381
1/500 . . . . . . . . 7 2,264
120 5,02,903

188. The Committee feel that smaller ships do play an important
:1role in developing the trade of intermediate and minor ports on our
»vast coast of 3,500 miles. The object of the coastal vessels should be

*Compiled by Shri M. A. Master.
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©of carrying goods everywhere around the coast they serve. It would
not,be enough to keep coastal traffic, restricted from-a few selected
places to a few selected places. In a developing economy, it is:.
essential that the opportunity to develop trade should be as wide-
spread as possible. Big ships could be used economically only in
those parts which can receive them. The small ships, on the other
hand can serve all those smaller ports each of which may have a
potential trade worth developing. The smaller ships can operate for
the greater part of their voyaging as full or nearly full ships. Their
utilisation factor is greater than that of big ships due to their flexi-
bility in the matter of ports they can safely utilise.

139. Further, smaller ships serving the coast need only be manned
by Home Trade personnel, which would permit more qualified
officers to serve in the country’s foreign trade shipping.

140. The Committee are of the opinion that the smaller ships.
have an important role to play in our coastal trade. India has a
number of potential ports on her vast coastline of 3,500 miles. Each
potential port, known or unknown, has within its compass its own
trade hinterland which would spontaneously develop if some form
of Transport in an organised and secure form were made available-
to it. Big ships of 8000 and 9000 tons cannot be employed in this.
category of trade, which is as important as bulk commodity trades -
generally carried on by them. Only smaller ships of 2,500 to 4,000
tons could be expected to render an extensive and efficient service.
Development of ports and shipping services could be generally -
termed as complimentary to each other. The Committee therefore, .
recommend that the Ministry should encourage the available build-
ing capacity of smaller vessels in the country. For achieving this.
purpose, the Ministry should set apart a certain amount of loan
assistance which could be utilised by established Indian Shipping
companies or even new companies in the field who are desirous of -
going in for indigenously built smaller ships. The efforts made by
the Railway Equipment Committee in securing and developing the
indigenous capacity for wagon- building is well known. The Com-
mittee suggest that a similar Committee may be appointed for secur-
ing and developing indigenous capacity for building small ships of
2500 to 4000 tons. The feasibility of limiting coastal trade exclu-
sively for these small ships should also be carefully examined. If the-
indigenous capacity for building small ships is properly tapped, and’
firm orders for building small ships over a long peroid are placed,.
the Committee have no doubt that the tonnage of Indian Shipping -
can be substantially augmented.



V. INDIA'S SEABORNE TRADE

A. Introduction

141. India is geographically a maritime country, with a coastline
of about 3,500 miles and some 226 major, intermediate, minor and
sub-ports dotted all over it. Ports are the gateways of trade and
commerce to a country. Not only do they serve its maritime trans-
port, but also play a vital role in its national economy and defence.
At the commencement of the first plan period, the major ports alone
handled about 22:1 million tons of coastal, adjacent and overseas
and traffic per annum which has since increased to 23-0 million tons.
In addition, the minor ports of India on an average handle 5 million
tons of traffic per year. Thus, the total volume of import and export
traffic dealt with at the Indian ports is of the order of 30 million
tons per annum. At the end of the Second Five Year Plan, the total
imports and exports at major ports alone are anticipated to be 32
million tons.

B. Coastal trade

142. The following tables give the quantity of cargo carried by
Indian and foreign shipping in the coastal and adjacent trades of
India during the year 1950-55;

Table

(i) Quantity of cargo carried by Indian shipping companies
during 1950-55.

(Figures in D. W. Tons)

1950 1951 1952 1953 1954 1955
On the cosst of India 21,92,759 23,06,101 24,690,860 28,84,341 28,82,633 25,55,180
Adjacent trade 416,543  7,64,816 6,46,113  5,04,2I0 4,75,152  3,68,903
Total: 26,09,302 30,70,917 30,15,973 33,88,551 33,57,785 29,234,083
(4i) Quantity of cargo carried by foreign shipping companies during 1950-
(Figures in S’ W. Tons) 950-55
1950 1951 1952 1953 1954 1955
On the coast of India  4,56,441 1,42,158 1,37,950  Nil Nil Nil
Adjacent wade 6,11,886 83,574 77682 N.A* N A* N.A*
Total: 10,68,327 2,25,732  2,15,632

_143. The total quantity of cargo carried on the coast by Indian
shipping companies increased from 21,92,759 D.W. tons in the year
1950 to 28,84,341 D.W. tons in the year 1953, i.e. nearly by 309,
but decreased thereafter to 25,55,180 D.W. tons in the year 1955,

*Information regarding the cargo carried by foreign shipping companies in the ad-
jacent trades iz not available with the Ministry of 'l‘rlmportpﬁ?m l95p;r::n'llﬂl.

43
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although the Government of India had implemented their decision
of 1009, reservation of coastal trade for the Indian shipping com-
panies from the year 1953. The freight - earnings** of the Indian
shipping companies in the coastal trade (including adjacent trade)
have also declined correspondingly from Rs. 10,86,66,992 in the year
1952-53 to Rs. 9,90,40,086 in the year 1954-55. All the while, the
total tonnage of shipping employed by the Indian shipping companies.
on coastal trade increased from 2,17,202 G.R.T. in 1951 to 2,39,846
G.R.T. in the year 1955-56.

144. Giving reasons for the drop in coastal traffic during the year
1954-55 as compared to 1953-54, the Ministry of Transport stated
that there were mainly three reasons viz.,

(i) reduction in the quantity of coastal coal carried during
1955 to the extent of about 2 lakh tons, as compared
to the previous year,

(ii) reduction in the average effective tonnage employed on:
the coast from 2,28,000 gross tons in 1954 to about
2,12,000 gross tons in 1955, owing to reduction in the
employment of chartered tonnage,

(iii) delay to coastal ships at ports.

Giving reasons for the drop in the earnings of coastal and adjacent
trade during 1953-54 and 1954-55 as compared with the earnings
during 1952-53, the Ministry have adduced the following reasons;

“During the year 1953-54, the level of freight was rather low as compared with the
previous yesr on account of the reductions effected in coastal freight rates
on commodities like salt, cement and certain items of general cargo. For
example the freight rates for salt were reduced by Rs. 3/- per ton during that
year and the rate for cement by Rs. 2/- per ton. In addition, ships were sub-
jected to considerable delays at the ports mainly on account of labour troubles
and this also adversely affected the earnings of the shipping companies during
that year. The reduction in the import of Burma rice, as compared with the:
_previous year also accounted for a decline in the earnings of the shipping com-
panies. During 1954-55, there was a general shortage of tonnage resulting
from sales, scrapping etc., and non-replacement in time due to delays in de-
livery of H. S. L. ships, rise of prices in Second-hand market ctc. In addition
conditions at the ports deteriorated further mainly on account of labour
troubles and this resulted in fewer round voyages being performed by the ships.
The cumulative effect of all factors was a decline in the earnings of Indian
Shipping Companies during the year 1954-§5”.

145. This decrease in coastal traffic and freight earnings may also
partly be attributed to the diversion of normal sea traffic to other
modes of transport in the country, including the Railways. Tlis is.
indicated by the figures of export of salt from the port of Kandla.
which are given below:

Figures of export of salt from Kandla

Year Quantity
in tons
1953 . . . . . . 34,940
1964 . . . . . . 14,654
195§ . . . . . . 21,970

?n;Excluding passage earnings.
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146. The Committee further note {rom a statement made by the
study group of the consultative Committee of shipowners that 40,000
tons of bone meal and manure from Saurashtra ports and 50,000 tons
of salt from Kandla were diverted from sea to the rail route.

147. As regards the transportation of bone meal, the Ministry of
Transport have informed this Committee that no such information
was available in their office or with the Indian Coastal Conference.

As regards the transportation of salt, the Ministry of Transport
have observed as under:

“the fact that rail link with Kandla was also established in the same year seems to
support the contention that in recent years some diversion of the salt traffic
to the rail route has taken place.”

148. The Ministry of transport have also informed this Com-
mittee that the complaint about diversion of bone meal and salt
traffic to the rail route had been brought to the notice of the Rail-
sea-Co-ordination Committee whose terms of reference inter-alia
included examination of the existing pattern of trade, within the
country of commodities which could suitably move by sea and suggest
measures to ensure effective co-ordination between Railways and
coastal shipping with a view to promoting movement of such goods
by sea.

149. Since the matter is within the purview of the Rail-cum-sea
Co-ordination Committee, the Estimates Committee do not propose to
offer any suggestions except that steps should be taken as early as
possible to rationalise the carriage of traffic between rail and sea in
such a way that the coastal shipping is utilised to its full capacity in
the wider interests of the country.

150. The Committee further note that the coastal trade is confined
to-day more or less to major ports of India. This is because some
of the intermediate ports do not have the adequate port facilities at
present for big size ships of 8,000 to 9,000 tons and the minor and
sub-ports have almost no facility. Nearly half of the existing coastal
trade of India is confined to movement of bulk commodities, wviz.,
coal and salt which are carried in 5,000 and 8,000 tonners, Coal is
moved from Calcutta for the major ports on the coastline and salt
15 moved from Kandla and Saurashtra ports for Calcutta. Since this
movement of bulk commodities is more or less a two way balancing
traffic, legitimate need of developing traffic through intermediate
ports on the coastline has been lost sight of further.

.151. The pattern of coastal trade revolves round several factors,
besides adequacy of port facilities. Traffic potential, which is con-
sidered one of the major factors, is dependent mainly upon the
existence of rail, road and navigational links with vital transhipment
pomts and trade centres of the hinterland. As these facilities were
inadequate or non-existent, the flow of traffic was naturally negligible
and so the development of port facilities at most of the intermediate,
minor and sub-ports did not receive the consideration which it
deserved.
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152. The Committee, therefore, feel that the problem of evolving
a balanced pattern of trade at intermediate and minor ports on the °
vast coast-line of India, requircs a well co-ordinated and integrated
plan. The Committee hope that such a plan will be evolved by the
Rail-cum-sea Co-ordination Committee. It is unfortnate that no
representative of the shipping interests which are vitally concerned in
the matter was included in this Committee.

C. Chartered Tonnage

153. Regarding chartered tonnage on coastal trade, the Ministry of
Transport have informed the Committee that they had information
only in respect of the years 1954 and 1955. The figures of the
quantity of cargo lifted in chartered tonnage and charter hire expen-
diture in respect of ships chartcred by Indian Parties for coastal
trade are given below :

Charter hire  Cargo lifted

Year expenditure in D.W.T.
1951 . . . . . 422,551
1952 . . . . . 667,007
1953 . . . . - 600,332 .-
1954 . - . . . 508,558 490,854
1955 - . . . . 211,598 1,07.594

154. Asked to reconcile the above facts with the policy of reserv-
ing coastal trade entirely for Indian shipping, the representative of
the Ministry of Transport informed the Committee that there was a
general ban on chartering of vessels on the coasts, but owing to
paucity of second hand tonnage or new building orders being very
difhcult to obtain the Ministry had allowed certain relaxations and
at the present moment the relaxations were only in two cases. One
was relaxation given to the Great Eastern Shipping Co. Ltd., for
about three vessels which they had chartered and the ships withdrawn
from the coast were being used by them for overseas purposes. The
uther exception was that of Messrs. Ray & Co., They were carrying
their own timber from the Andamans. There was no other exception.

155. The Committee feel that the policy of allowing Chartering
ot vessels for Coastal Trade is not in keeping with the policy of 100%,
reservation of Coastal trade for Indian Shipping Companies and as
such the Committee hope that in future such relaxations in the use of
Chartered Vessels for normal trade purposes on the coast will be
avoided, as far as possible.

156. The Committee further recommend that the Ministry should
also enforce gradual reservation of coastal trade in wet cargo for
Indian Shipping Companies until thé foreign participation is com-
pletely eliminated as the 1009, reservation of Coastal trade for Indian
Shipping Companies will be achieved only when the entire carge
on the coast in both dry and wet is lifted by the Indian Shipping
Companies.
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D. Passenger Traffic

157. The following are the statistics of passengers carried by
Indian shipping companies on the coasts of India, Burma, Ceylon,
Pakistan and Malaya during the years 1950-55:

Table
1950 1951 1952 1953 1954 1955
Indian Coast . . I4,41,110 13,36,157 14,18,559 12,58,780 12,39,907 12,345,675
India/Pakistan . 36,348 16,287 17,519 34,539 49,771 48,3
India/Ceylon . . 10,431 6,192 7,660 2,775 Nil Nil
India/Burma . . 15,453 13,415 13,210 6,796 14.224 1‘4,161
Other sections . 14,444 7,919 10,447 Nil Nil Nil
TOTAL . 15,317,786 13,79.970 14,67,395 13,02,890 13,03,902 12,97,232

The Committec observe that there had been a decline in the
number of passengers carried on the Indian coast from the year 1952

to 1955.

The following are the figures of passage earnings of Indian ship-
ping companies on coastal and adjacent services during the year
1950-51 10 1954-55.

Table
Year Pascage carning
1950-51 . . . . . 1,27,96,846
1951-52 . . . . . 1,25,62,042
1952-53 . . . . - 1,26,54,297
1953-54 . . . . . 1,11,32,917
1954-55 - . . . . 1,16,15,527

158. The Committee observe that passage carnings of Indian
shipping companies on coasial and adjacent services have dropped by
about 99, during the yecars 1950-51 to 1954-55, while the number
ol passengers carried during the same period has dropped by about
1497,.

159. The Committee feel that there is a great scope of developing
passenger traffic on coassal and adjacent services, provided the existing
standard of passenger amenities is improved and regularlity of services
ensured. There is also need for giving adequate publicity on proper
lines to marine passenger services which would create a lure for sea
travel in the people.

160. The Committee therefore, reccommend that both the Ministry
and the shipping companies, should launch a vigorous publicity drive
for it im India and in adjacent countries served by Indian Shipping
Services.

E. Adjacent Trade

161. From the figures available, the committee observe that the
total quantity of cargoes moved by Indian shipping companies in
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adjacent trade, reached its peak level of 7,64,816 D.W. Tons in the
year 1951 and continuously declined thereafter, reaching 3,68,906
D.W. tons in the year 1955.

162. The Committee were informed by the Ministry of Transport
that they were not in possession of figures of quantity of cargoes
carried by foreign shipping companies in adjacent trades from the
year 1953 onwards. The Committee are therefore, not in a position
to assess the possible degree of foreign competition in this trade. The
Committee consider it rather unfortunate that such vital statistics
having a direct bearing on the trade and commerce of the country
should not be available with the Ministry.

163. The Committee however hope that the Trade Agreements
with Burma and Pakistan, signed recently will help to improve the
quantum of adjacent trade which has declined.

164. The Committee note that Article VIII of the Trade Agree-
ment with Burma, as given below deals with shipping interest of both
countries where no article to that effect has been incorporated in
the agreemcnt with Pakistan. The Committee suggest that a similar
article may be incorporated in future trade agreements with forcign
countries if possible.

ArticLE VIII

“The two Governments will use their best endeavours
to promote the development and interest of shipping of both
countries and in particular, shall accord to the ships sailing
under the flag of the other country, while entering, staying,
or leaving the ports of their country, all facilities consistent
with their respective laws, rules & regulations”.

F. Wet cargo

165. Participation of wet cargo, in the total volume of principal
basic commodities in international trade, has registered a marked in-
crease in recent times. The pattern of international trade is also
affected considerably due to its increasing participation. Enterprising
commercial oil companies have displayed a mad rush in ordering tan-
kers in world Shipyards, consequent to which they are all full to their
maximum building capacity. According to the latest review, thcre
were 692 tankers totalling 19,225,280 tons on order in the world'’s yards
as on June 30, 1956. The figure it is stated, far exceeds any previous
total, indicating that additional contracts amounting to about 7,000,000
D. W. Tons had been placed in the six month pcriod.

166. It would be pertinent to quote a paragraph from a special
veview appearing in one of the shipping journals* in India.

*Indian Shipping—October, 1956.
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“Since the third quarter of 1955, there has been a remarkable
upsurge in the construction of tankers. The demand for, and the
transport of, oil and oil products has gone up vety steeply, in recent
'years and expectations are that they will go on increasing for a long
time to come. World oil consumption has more than doubled since
the war and the view has been expressed that in 20 years it will be
twice as high as now. The prospects of the use of atomic fuel in the
future for industries do not seem to have any adverse effect to these
-optimistic expectations. Of the 19.69 million tons of Shipping under
«construction or on order throughout the world, as much as 11.05
million tons or 56% of the whole are stated to be oil tankers.”

(i) Indian Tanker Tonnage.

167. There are at present two Indian tankers one each in the
private and the public sectors, totalling about 15,000 G.R.T. The
Second Five Year Plan envisages a target of 23,000 G.R.T. of tankers
to be achieved by the end of the Plan period. Taking into account
thc above two tankers of .about 15,000 G.R.T., the addition to be
made during the Second Plan period is 8,000 G.R.T. i.e., one more
medium size tanker. The Committee have been informed that the
;second tanker would also be acquired in the public scctor and operat-
ed by the Western Shipping Corporation.

168. Since the starting of oil refineries, the import of crude oil has
increased considerably, and at present this is imported in foreign
tankers. From the time of starting of the oil refineries till the 31st
March, 1956 the Burma Shell and Standard Vacuum Refineries had
to pay more than Rs. 41 crores as freight to foreign shipping on im-
port of crude oil. The Committee, therefore, suggest that the ques-
tion of acquiring more tankers in the private and/or public sector
should be given serious consideration.

G. Overseas Trade

169. From the view point of earning foreign exchange, overseas
trade has a great importance. At the beginning of the first Plan,
india’s overseas tonnage was 1,738,505 G.R.T. As against the target
of 2,838,505 G.R.T. set in the First Five Year Plan for overseas trade
-only 2,50,000 G.R.T. werc in commission on the 31st¢ March, 1956 as
per Appendix III.

170. The Counnittee had asked the Ministry of Transport to
furnish higures of overseas trade carried on by foreign Shipping Com-
panies and figures of overscas imports on Government account but
unfortunately the Ministry of Transport stated that information in
the above respects was not readily available.

171. The Committee suggest that Government should take steps
1o 1nainfain such vital statistics.



172. Following are the figures of cargo carried by Indian Shipping
Companies in the overseas trade of India during the years 1950-1955:—

(Figures in D. W. Tons)

1950 1951 1952 1953 1954 1955

India/U. K. & Conti- .

nent  (including

Middle East) . 5,59.343  5.23,792 4,60,845 6,18,192  5,37,160  7,06,993
India/U. S. A. . 1,68,048  I.27.069 85,616 8,539 .. ..
IndiajAustralia . 75,183 79,541 83,008 19,671 43,159 80,979
India/Straits . . .. 14.287 13,956 7,933 5,633 26,036
IndiafE. Africa . .. .. .. .. 9,316 24,635
India/Japan/Far East .. .. 39,317 75475 17,512 87,198

India/Persian Gulf .
Between non-Indian

Ports . . . 30.156 51,773 26,195 38,301  1,81.§27 2,08.155%

38,612 61,607

TOTAL . 833,630 7,96,462  7,08,937 7,68,111  8,32,919 11,95.603*

*Figures for 1955 are subject to confirmation from Shipping Companies.

173. The following are the figures of the Indian tonnage employed
in overseas trade during the years 1951 and 1955 and the quantity of
cargo lifted respectively during those two years.

Quantity of Overscas

Ycar cargo tonnage
lifted cmployed
D.W.Tons G.R.T.
1951 . .. . . . . . . 796,462 1,73,50§
19ss . .. . . . . . . .

11.95,603 2,39,953%

*Tonnage on 31-3-1956.

174. The Committee observe that against 38 per cent. increase in
overseas tonnoge, during the years 1951-55, the quantity of cargo lift-
ed has increased by nearly 50% which means that utilisation factor of

the overseas fleet has shown a marked improvement at the end of the
First Five Year Plan.

175. Regarding the quantum of trade with overseas countries
during the years 1950 to 1955, the Committee observe that there was
26 percent. rise in the trade with United Kingdom and Continent
(including middle East), 7 percent. increase in India/Australia
trade, 82 percent increase in India/Straits trade** 590% rise in trade
with non-Indian ports and 122% rise in India/Japan/Far East
trade@. 'Trade with East Africa and Persian Gulf has also progres-
sed satisfactorily during the years 1954 and 1955.

176. Trade with United States of Amercia which was 1,68,948
D.W. tons in the year 1950 declined to 8,539 D.W. tons in the year

**From 19§X to 1955.
@From 1952 to 1955.
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1953 and disappeared completely thereafter. The Committee note-
that the Indian Shipping Companies have completely disappeared
from the India/U.S.A. trade which fromed 22 percent. of the total

overseas trade carried by Indian Shipping Companies in the year
1950. L

177. The following tablet gives the figures of proportionate
participation of British and American tonnage in the India/l).S.A.
trade during the year 1953 to 1955:—

. Percentage of total tonnage entered in Iniia in the Year

Flag 1953* 1954@ 1955+

Import Export Import Export Import Export

Indian . . . 0°67 0-27 .. .. .- ..
British . . . 19-30 23-07 19-11 2461 16-46 27-16
American . . 46-45 42-10 4594 29-93 55°73 39-76

178. This shows that the American flag participation in the
India/U.S.A. import trade has increased from 46:45% in the year
1953* to 55:73% in the 19557 while the British flag participation in
the India/U.S.A. export trade has increased from 23-07% to 27-16%
during the same period, although the proportion ot American flag
participation is predominent both in the import and export trades in:
the India/U.S.A. trade.

The Indian flag participation in the India/U.S.A. trade is con-
spicuously absent.

179. The Committec, therefore, suggest that the Ministry of
Transport should examine this question in consultation with the re-
presentatives of the Indian Shipping Companies in all its aspects and
devise ways and means which would enable either the private sector
or the public sector to participate in that important trade.

H. Import of cargo on Government account

180. The Committee had asked the Ministry of Transport to fur-
nish the figures of quantitics of cargo imported into India on Gov-
ernment account but the Ministry stated that they had no informa-
tion readily available with them.

181. The Committee believe that Government cargoes form a
good percentage of India’s total overseas imports and hence steps.
should be taken to carry them in Indian vessels as far as possible.
Further the Committee agree with the following two recommen-
dations made by the Stores Purchase Committee, 1953-1955 in this.
connection.

tFigures given in this table are derived from ‘Indian Shipping’ issues dated Sep~
tember, 1954, August, 1955 and July, 1956.

*April 1953 to March 1954.

@April 1954 to March 19s5.

+April 1955 to December, 19s5.

{Para 37—Paragraphs 6-11 and 6-12.



“We understand that about forty percent. of the tonnage of Store
Department, London and the India Supply Mission, Washington, is
sransported to India in Indian ships. This has been possible because
«of the fact that the contracts concluded by our foreign Missions are
-generally on f.o.b. basis which entitled the purchasers to nominate
‘the shipping agency. While we recognise the efforts made by our
Mission to transport as much cargo as possible by Indian vessels, we
-suggest that their attention should be drawn to the increase in the
scarrying capacity of Indian Shiping Companies with a view to divert-
‘ing more and more cargo to Indian bottoms so that the increase in
=capacity continues to be fully employed.

In regard to contracts placed in India by the Directorate General
-of Supplies and Disposals and others, the position is different. They
normally place orders for imported stores on c.i.f. or f.o.r. Indian Port
basis wherein the responsibility for transport of goods unless other-
wise specified, rests with the Suppliers. Even the importing agencies
in India, we are informed have no hand, in the shipment of materials
which is arranged by the manufacturers abroad. It is also possible
+that Indian Vessels may not always be available at the time when
-goods are ready for shipment. Nevertheless, we should strive to
-utilise the services of Indian Shipping Agencies for transport of
foreign goods purchased in India on Government account and for
sthis purpose we suggest that a clause on the following lines may be
inserted in large valued contracts where the delivery schedule would
‘permit such an arrangement:
¢‘Shipping—Purchaser shall have the right to nominate from time to time, having
regard to the circumstances prevailing, vessels for the carriage of the goods

covered by this contract. The supplier shall be bound to arrange shipment
by such nominated vessels’.

1. Freight earned by Indian Shipping companies in overseas trades.

182. The following table gives the amounts of freight earned by
«the Indian Shipping companies in the overseas trades during the years
1950-51 to 1954-55:

Year Freight (in Rs.)
1950-51 7,01,28,691
1951-52 9,32,09,294
1952-53 9,42,88,797
1953-54 8,23,54,381
1954-55 9,98,79,792

+ 183. The Committee observe thai although there was a drop in
#reight earnings during the year 1953-54, the total freight earnings
‘have increased by about 41 percent. during the years 1950-51 to 1954-
'55, against corresponding increase of about 50 percent. in the quantity
-of cargo carried during that period.

LPassage earnings in overseas services

184. The following table gives the figures of passage earnings and
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the number of passengers carried in overseas services by the Indian
Shipping Companies during the years 1950-51 to 1954-55:

Year Number of@ Passage
Passengers  carnings.*
T T Rs. Rs.
1951 . . . . . . . . . 22,485 28,28,357
1952 . . . . . . . . . 28,051 34:45,590
1953 - . . . . . . . . 22,369 17,33,210
1954 . . . . . . . . : 26,937 34:545345
1955 - . . . . . . . . 50,813 55:76,616

185. The Committee observe that there had been an increase of
passage earnings by nearly 95 percent. over the figure of the year 1951,
while the number of passengers increased by nearly 125 percent.

186. The brief analysis of India’s overseas trade given above shows
that Indian Shipping has wide scope for securing more overseas traffic
and that it has a very bright future. The only limiting factor is the
pace of acquisition of more shipping tonnage so that more traffic can
be carried in Indian bottoms. Given adequate tonnage, the Com-
mittee have no doubt that India will take its rightful place as one of
the leading maritime countries in the world. The day is not far off,
‘when a continuous chain of Indian Ships under the Tricolour will
constantly girdle the globe carrying her message of universal peace and
brotherhood.

BALVANTRAY G. MEHTA,
Chairman.
Estimates Commiliee.
NEw DEeLHI;
Dated the 28th March. 1957.

*In respect of year beginning from April and ending in March.

@Scindias were operating a passenger service from 1948 to 1954 in  India/East
Africa service, but no statistics of passengers carricd by them in that trade are
available. The Eastern Shipoing Corporation started the passenger service
between India and East Africa from 21-7-1954.



APPENDIX I

Summary of Recommendations of the Reconstruction Policy sub-Committee
on  shipping 1045-47.

We strongly emphasise that India should adopt a national shipping
policy similar to the policies adopted by the important maritime countrie$
of the world. We define the term *“Indian Shipping’’ as shipping owned,
eentrolled and managed by the nationals of India.

2. Proceeding on the generally accepted principle that a country should
carry in its own national bottoms at least 50 per cent of her maritime trades,
we recommend that 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.

3. In regard to state aid, our recommendations are that the Govern-
ment of India should give financial aid to that section of the industry which
partakes in India’s oversea’s trade. As the licensing system recommended
by us would naturally limit the tonnage operating on the coast this portion
ef Indian shipping need not necessarily be financed by state aid.

4. In order to implement our recommendations it is vital that the
Government of India should take immediate steps to set up a Shipping Board.
The Shipping Board should be the spear-point of policy locally and inter-
nationally and should have powers to licence coastal vessels and to submit
teo G)vernment proposals for the removal of all evils of monopolistic exploita-
tion.

5. Owing to a number of practical difficulties it is not possible for th¢
Sub-committee to lay down at this stage the specific target tonnage this
country should evenrually have and our recommendations constitute a pro-
gramme of action for the next five to seven vears only.

6. We have pointed out the defects in the existing statistical data and
the necessity for filling up the -gaps. It would be advantageous to ask
the Port Trusts to undertake this task of improving statistical data and for
this reason and for the other principal reason that the shipping policy and all
other questions relating to the ports should be dealt with in the same de-
partment. we recommend that the control over the Port Trusts should go
over from the Transport Department to the Commerce Department. We
recommend further that the shipping statistics should be separated from the
trade statistics and published in a separate volume as is done in the U. K.

7. We recommend that hundred per cent. of the purely coastal trade
of India, seventy five per cent. of India’s trade with Burma and Ceylon and
with the geographically adjacent countriés, fifty per cent of India’s distant
srades and thirty per cent of the trades formerly carried in axis vessels in the
@©rient should be secured for Indian shipping in the next five to seven years.

b4



8. The consensus of opinion is that 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 shipping. This figure does not include
country craft. Negotiations with H.M.G. and British Companies, imme-
diate acquisition of tonnage by Indian Companies to carry the food grains
required to be imported into India, purchase of U.S.A.’s surplus ships and
building in India and U.K. are the principal ways of acquiring the additional
tonnage.

9. As the Indian Shipping industry is still very young, we feel that
emphasis should now be placed on how Indian Companies could expend
their fleets and we have, therefore, stated that it is not possible at this stage
to define what an “economically adequate unit”” would be so far as this industry
is concerned. It would not be desirable to fix a tonnage limit for Indian
shipping companies nor would we recommend the imposition of any restric-
tion on them with reference to their capital structure. But, we are anxious
to prevent monopolistic exploitation we have recommended that the Indian
Shipping Board should be empowered to control deferred rebates, rate-
cutting and all other evils arising from monopolies.

10. Equitable division of trades between Indian shipping companies
is essentially a matter of detail to be settled by the Companies themselves.
If the Companies, however, fail to come to an agreement Government
should evolve suitable measures for the fair and equitable distribution of the
different trades.



APPENDIX I
DEPARTMENT OF COMMERCE
RESOLUTION
MERCANTILE MARINE

NEW DELHI, the 12th July 1947. No. 172-M.1. (25)/47.—The Re-
construction Policy Committee on Shipping at its meeting held on the 26th
October 1945, appointed a Sub-Committee with the following terms of refe~
rence. “To Consider the Departmental Statement on Post-War Shipping
Policy, and in the light of that statement and all relevant ccnsideraticns,
to recommend :—

‘1) What would be a suitable tonnage target for Indian Shipping ,
to be attained within a period of five or ten years;

2) what percentage shares of the maritime trade of India and othe.
trades in which India is interested both coastal and overseao
cargo and passenger should be secured for Indian Shipping.
and

(3) what measures should be taken —

(@) to regulate the Shipping Indusiry with a view (1) to preventing
the formation or establishment of ccmbines or monopolies
or excessively large units within the industry and (i7) to
ensuring that the number of Shipping Companies is not
larger than economically adequate;

(b) o ensure a fair and equitable distribution, among existing
companies and those yet to be established of trades which
may hereafter be secured for Indian Shipping.

The Sub-Committee will be competent to make such other recommenda-
tions as seem germane to the subject”.

The Members of the Sub-Corgmittee were as follows :—

Shri C.P. Ramaswamy Aiyar, K.C.S.1.,
K.C.LLE,, Ltd., (Chairman)

Mr. K. C. Neogy, M.L.A.

Mr. M. A. Master.

Sir Abdul Halim Ghuznavi.

Mr. W. L. A. Radcliffee.

The Sub-Committee held several meetings in New Delhi and Bombay
and submitted its report in March 1947, which has already been published.
The report, which is a unanimous one, except for two dissenting minutes
in regard to the question of definition of “Indian Shipping”, was considered

by the Policy Committee at a meeting held on 22nd March, 1947 and was
approved.
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2. The Government of India fully endorse the view of the Committee
that India like other important maritime countries must adopt a dynamic:
policy with regard to her shipping and take this opportunity of reaffirming the
Departmental statcment on Post-war shipping Policy whick was publicked as.
part of the Second report on Reconstruction Planning and which has been
reproduced on page 24 of the printed report. The statement, however,
needs to be further amplified in the light of the developments that have taken:
place since, and the concrete suggestions and recommendations made by the
Committee. The Government of India have, therefore, given careful con-
sideration to the report and their conclusions on the more importantre com-
mendations are summarised in the succeeding paragraphs.

3. The Government of India agree that the definition of Indian Shipping:
as shipping owned, controlled, and managed by Indian nationals, as recom-
mended by the majority of the members of the Committee, would be the
ideal one and should be the ultimate objective. A rigid application of this
definition would, however, exclude some of the most important shipping-
companies in India simply because an insignificant proportion of their shares:
is held by non-Indians. Account has also to be taken of the fact that in the
present stage of its development the industry may, in the interests of effi-
ciency, have to enlist non-Indian managerial or technical assistance. The
Government of India have accordingly come to the conclusion that in present
conditions the criteria to be satisfied by companies to qualify them for treat—
ment as ‘Indian Shipping’ Companies should be as follows :—

(a) The steamers of the companies should be registered at a port or
ports in British India; provided that where Government are
satisfied that any company is prevented from complying with this
copd{)tlion by circumstances beyond its contol, it may be modified
suitably.

(b) At least 75 per cent of the shares and debentures of the companies:
should be held by Indians in their own rights;

{c) All the Directors should be Indians ;
(d) The Managing Agents, if any, should be Indians.

The Government of India wish to add that any ccmrpeny, which finds-
it difficult to comply with any of the conditicns (a) to (d) atove, may apply
for Government’s specific approval to its being treated as an Indian Shipping-
Company.  Such applicaticns will be ccrsidered by Government in the
light of the reasons for which the Company asks for special treatment and the:
circumstances which prevent it from complying with all the four conditions.

4. With regard to the shares to be secured for Indian Shipping in the
Various trades, the committee have recommended that the targets to be
Teached during the next 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 countries, 5o per cent ot India’s
distant trades and 30 per cent of the trades formerly carried in Axis vess:zls
in the Orient, and it is the intention of the Government of India to assist
Indian Shipping as far as possible in this direction.

5. The Government of India accepts the Committee’s view that the
development of Indiun mercantile marine would be facilitated if an under
standing on the subject could be reached with His Majesty’ Government



-and British shipping interests. In recent correspondence on the subject
~with the Government of India His Majesty’s Government themselves sug-
gested that the two Governments should bring about discussions between
representative groups of Indian and British shipowners to consider how
Indians aspirations could best be met. The Government of India agreed
'to the proposal in consultation with Indian Shipping Companies and the
discussions are about to commence.

6. The Governmént of India accept in principle the recomme ndation
o1 the Committee that a Shipping Board should be set up and agree generally
with the proposal regarding its functions.

7. The recommendations of the Committee relating to the transfer of
“the administration of the subjzct ‘Ports and Pilotage’ to the Commerce Depart-
ment, the question of developing shipbuilding tacilities in India and the
improvement of the existing system of compilation and publication o1 shipping
statistics are under separate consideration of Government. Of the remaining
recommendations the course of action suggested in most of them has already
been adopted by Government for some time past. For instance Government
-are actively assisting Indian Companies in acquiring additional tonnage from
overseas countries either by purchase or by new building, and steps have
.already been taken in the case of new ships acquired in foreign countries
to secure cargoes of foodgrains whenever they were available. A system of
-licensing and control, although of limited duration and scope, has also been
introduced in the coastal trade and the Government of India consider that
these arrangements could ultimately lead up to the more comprehensive sysem
recommended by the Committee.

8. The Government of India wish to express their appreciation of the
-services rendered by the Chairman and members of the Committee in preparing
sa valuable report.



APPENDIX III.

Abstract showing the number of vessels and tonmage employed on differens
lines as on 31st March, 1956

1. Coastal and adjacent trades.
No. of vessels. Total

G.R.T.
Dry cargo Vessels - . . . . 6  2,21,492
Purely Passenger Ships - . . . . 9 7,084
Passenger-cum-eargo vessels . . . . 4 10,587
Tankers . 1 683
ToTaL - . 90  2,39,84§
Ii. Qwerseas Trades
(a) Dry cargo vessels .
India/U.K./ Continental Trade - - 25  1,73,406
India/Persian Gulf Trade . . . 3 9,861
India/Australia . 2 14,433
India/Japan/Far East 2 10,759
Tramp Trade 2 14,393
ToraL - 34 2,22,852
(b) Passenger ~cum-cargo vessels.
Ind1a/Malaya/Smgapore . . . . 1 8,580
India/East Africa - . . . . 1 8,521
2 17,101
TOTAL . 36 2,39,953
GRAND TOTAL . 126 4,79,799 |

Note:—The Statement does not include the tanker mt. “]ag Jyoti”
purchased by the Great Eastern Shipping Co. Ltd., and for
which Government have advanced a loan of Rs. 73. 166 lakhs
as the Vessel was registered in India only in April, 1956.
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APPENDIX VIII
A Bricf Financial Review of Indian Shipping Companies

(Based on the figures published by the Reserve Bank of India in their
Bulletin of January, 1957)

The Reconstruction Policy sub-Committee, 1945, defined the term
‘Indian Shipping’ as ‘Shipping owned, controlled and managed by the
nationals of India’. The Government of India agreed that the definition
was an ideal one to be the ultimate objective of Government; but looking
to the fact that its rigid application would exclude some of the most important
shipping companies in India, simply because an insignificant proportion
of their shares was held by non-Indians, and also due to the necessity of
enlisting non-Indians’ managerial or technical assistance, they adopted
the following criteria* to be satisfied by companies to qualify them for
treatment as ‘Indian Shipping’ Companies :

(a) The steamers of the Companies should be registered at a port
or ports in British India; provided that where Government are
satisfied that any Company is prevented from complying with
this condition by circumstances beyond its control, it may be
modified suitably.

(b) at least, 75% of the shares and debentures of the Companies
should be held by Indians in their own rights;

_ {c) all the Directors should be Indians;
(d) the Managing Apgents, if any, should be Indians.

There are, at present, about 28} privately owned Shipping Companies
in India as per list enclosed in Annexure A amongst which the following are
more prominent;

i) The Scindia Steam Navigation Company, Ltd., Bombay.
i) The Bombay Steam Navigation Company Ltd., Bombay.
111) The India Steamship Co. Ltd., Calcuna.
iv) The Great Eastern Shipping Co. Ltd., Bombay.
v) The Bharat Line Ltd., Bombay.
v1) The National Steampship Co. Ltd., Bombay.
vii) The New Dholera Steamships Ltd., .Bombay.
vitr) The Malabar Steamship Co. Ltd., Bombay.

Some working details about prominent Shipping Ccmpanies are given
in Annexure B.

*Government of India late Department of Commerce, Resolution Ne. 172-M.1(25)/47,
dated 12-7-1947.
+Do not include Shipping Corporations owned by Government viz. (x) The Eastern
Shipping Corporation (2) The Western Shipping Corporation.
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Income and Expenditure

The total income of the Indian Shipping Companies, mainly consisting
«of freight and passenger earnings rose from 239 crores in 1951 to 24°5
«crores in 1952. It dropped to 20-9 crores in 1953, owing to post-Korean
‘recession, but rose to 22-1 crores in 1954. Correspondingly, operating
-expenses rose from 12-4 crores in 1951 to 136 crores in 1952. The expenses
dropped to 12.3 crores in 1953, but -‘again rose to 138 crores in 1954.

Earnings were less by 7% in 1954 than in 1951; while operating
-expenses were more by 11% in 1954 than in 1951. As regards the other
-expenditure items, salaries and wages have continuously declined from
.3+7 crores in 1951 to 3-0 crores in 1953; but have slightly risen to 31 crores

in 1954
Managing Agents’ Allowances and Remunmeration

The Reserve Bank of India has observed that Managing Agents’ re-
‘muneration was relatively high in cotton textiles, jute and chemical industries,
«coal mines and shipping companies, where it exceeded 209, of profits and
~was even larger than retained profits*. The following table compares the
.figures of Managing Agents’ remuneration to profits earned by the shipping
companies during the years 1951—54.

. Profitsst and Managing Agents Remuneration :

Rs. in Jakhs
1951 1952 1953 1954 Total
1. Managing Agents remunera-
tion . . . . 47 SI 31 22 151
2. Taxation . . . . 37 40 sI 15 ‘143
3. Distributed Profits . . 6s 81 48 40 234
. 4 Retained Profits . . 185 127 s 21 388
TOTAL . 334 299 13§ 98 866
1. as percentage of total . 14% 17% 23% zj% 17%
2. -do- 1% 13% 38% 15% 17%
3. -do- 20% 27% 35% 4% 27%
4. -do- 55% 43% 4% 229 39%

Both the items of Managing Agents’ remuneration and Distributed
" Profits, expressed as percentages of profits}, have maintained a steady rise
-even against declining amounts of profits. As a result, the retained profits
‘have experienced large fluctuations both in amount and as proportion to
- profits.

Further as compared to other industries in India, constituted as they

. are, the percentage of dividends to profits after tax for the five year period

-a8 & whole, varies from a low of 40-8 in the case of shipping industry to

127-0 in case of chemical industry. , Correspondingly, the percentage of

-retained profits after tax for the same period stands the highest of §9-29%
vin case of shipping industry.

. "F}nnneel of Indian Joint Stock Companies 1950-54"" Reserve Bank of India Bulletin—
anuary 1957. .
14Including “Taxation ;andl Managing Agents’ remuneration.



n

Dividend Rates

In case of ordinary shares of shipping industry the dividend rate rose-
from 0°89%, in 1950 to 5°2% in 1952 and declined to 1-9% in 1954. As
. against an average rate of dividend of 7-8% declared by the Indian indus--
tries during the period 1950—54, the shipping industry declared 2:6%.
This indicates that the financial position of Indian Shipping Companies,.
cannot be regarded as satisfactory when compared to other Indian industries.
The following table gives the comparative figures of dividends declared by
the Shipping industry against the Indian industries:

1950 1951 1952 1953 1954 Average
Ordinary Shares
Shipping industry o-8 39 52 2.4 1'9 2-6
Indian industries 7°5 82 72 7.5 8-3 78
Preference Shares
Shipping industry 20 9'4 5°1 53 54 55
Indian industries. 4'7 52 51 51 51 50

Profits after Tax as percemtage of Net worth

A more appropriate index of profitability, than the rate of dividend
is the ratio of profits after tax (i.e. dividends plus transfers to reserve*)-
to net worth (i.e. paid up capital plus reserves*). The following table gives
the indices of profitability of the shipping industry during the years
1950—S4 against the corresponding average figure of the Indian industries?

1950 1951 1952 1953 1954 Average
Shipping industries 1-7 9:9 7-9 19 240 46
Indian industries . 77 96 56 6-8 78 7°5

The higher figures during 1951 and 1952 in respect of shipping industry
are mainly due to larger amounts of profits retained during those two years.
Gross profitst as percentage of total capital employed and gross earnings.

The following table gives figures of gross profits as percentages of
total capital employed and gross earnings:

1950 1951 1952 1953 I954 Average

Gross profits a. percentage of
total capital employed by
shipping industry . . .

Gross profits as ‘percentage of
total capital employed by
Indian industries . .

Gross  profits as percentage of
gross earnings of shipping indus-

2°5 8:2 74 35 2'5 47
9°0 10°6 76 84 9°I 89

50 15'5 137 7°9 62 99

Gross profits as percentage of
gross sales of Indian industries 95 9'6 71 8-8 9:6 89

-

*Excluding depreciation and taxation reserves.

t“Finances of Indian Joint Stock Companics 1950—s4” ’—Reserve Bank of India Bulle—
tin—January, 1957. i

tIncluding Managing Agents’ remuneration, interest charges and provision for tax,
but excluding depreciation.
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The above figures show that in case of shipping industry, the figures
of percentages have continuously decreased after reaching their peak in
the year 1951; while in case of Indian industries, the decrease in percentages
is marked only during the year 1952 due to post-Korean recession, after
‘which the percentages have risen steadily. )

In case of shipping industry, while the total capital employed has
increased from 45-32 crores in 1951 t0 55-16 crores in 1954, i.e., an increase
-of nearly 219%,, the gross profits have declined by nearly 29% during that
period. Consequent to this, the figures of percentages of sross profits to
capital employed have decreased continuously from 1951 10 1954.

As regards the figures of percentages of gross profits to gross earnings,
.similar reasons hold good for explaining the decrease from 1951 to 1954.
Although, gross earnings decreased from 25-12 crores in 1952 to 21-45
crores in 1953 and rccovered to 2284 crores in 1954, there was a general
decrease of about 79, in the gross earnings during the years 1951—§4. Corres-
pondingly, the gross profits decreased by ncarly 29% and hence the figures
of percentages of ;ross profits to gross carnings have decreased continuously
from 1951 to 1954.

.Sources and Uses of Funds during 1951-54 :

As regards sourccs of funds during the four year period as a whole
‘paid up capital accounted for Rs. 3:35 crores* out of Rs. 19-59 crores of
total resources of the Indian Shipping Companies. The amount of paid up
capital in shipping industry comprised nearly 16-2%, of the total amount of
paid up capital formed during that period of all the Indian industries com-
‘bined.  As regards other sources of funds, Rs. 4°63 crores accounted for
depreciation reserves, Rs. §-16 crores from borrowings, Rs. 0-36 crore as
taxation reserves and Rs. 6-23 crores as Reserves.t

As regards the uses of funds during the four year period as a whole
Rs. 16-58 crores were utilised in increasing gross fixed assets, by the
Indian Shipping Companies.

Assets and Liabilities

The total gross assests of the Indian Shipping Companies in the year
1954, amounted to Rs. 68-85 crores of which more than two thirds (Rs.
.47 crores) was in the form of gross fixed assets. Out of this, the shipping
fleet accounted for Rs. 46 crores.

Out of the remaining assets, 11% (Rs. 7-69 crores) constituted in-
‘vestments ; being Rs. § crores in Government securities and Rs. 2-68 crores
in industrial securities and nearly 69, each of receivables and cash,

As regards Capital and Liabilities, the amounts of paid up capital (Rs.
-20-61 crores) and reserves (Rs. 9:60 crores) together, constituted more than
two-fifths of the total liabilities of the Indian Shipping Companies, while
“borrowings at Rs. 14-54 crores constituted more than one-fifth of the total
gross liabilities. Paid up capital and reserves comprised 29% and 14%
-respectively of the total gross liabilities. Borrowings consisted mainly of
mortgages and debentures which were responsible for 13% and 6% res-
pectively of the total gross liabilities., Depreciation and taxation reserves
-«constituted nearly 208, and 39, respectively of the total gross liabilities.
Detailed figures of income and expenditure, assets and liabilities are given
in Annexures ‘C’ and ‘D’.

%excludes Rescrves capitalised during the period.
-tincludes Reserves capitalised during the period.
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ANNEXURE A
Shipping Companies and Shipowners

Scindia Steam Navigation Co. Lid., Bombay.
Bharat Line Ltd., Bombay.

Great Eastern Shipping Company Ltd., Bombay.
Ambica Steam Navigation Co. Ltd., Bombay.
Malabar Steamship Co. Ltd., Bombay. _

New Dholera Steamships Ltd., Bombay.
National Steamships Ltd., Bombay.

Merchant Steam Navigation Company Lt.i., Bombay.
Africana Company Ltd., Bombay.

Chandbali Steamer Service Company, Ltd., Calcutta.
South East Asia Shipping Co. Ltd., Bombay.
Indian National Steamship Co. Ltd., Calcutta.
Kirti Sand Producing Company Ltd., Bombay.
United Shippers Ltd., Bombay.

Indian Steamship Company, Ltd.

Hindustan Shipping Co. Ltd.

Akooji Jadwat and Co. Ltd.

Bruton (Engg.) Ltd.

Gill Amin and Co. Ltd.

Asiatic Steamship Co. Ltd.

P. C. Ray & Co. Ltd.

Palav & Co.

Rashmikant & Co.

Ambassador Steamship Co. Ltd.

Shaparia Dock Co. Ltd.

Meridian Steamship Co. Ltd.

Bhogilal Muljibhai.

Thankers Ltd.

Shipping Corporations in public sector

1. The Eastern Shipping Corporation.
2. The Western Shipping Corporation.
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Statement showing the Income and Expenditure of Indian Shipping Companiss.

AnNExuRe C

Lakhs of Rs.
1951 1952 1953 1954
Expenditure and Appropriations
1. Opening stock of Finished goodi
and work-in-progress . . .
2. Manufacturing expenses . . . 12,35¢ i 13,56¢ 12,31% 13,78¢
3. Salaries and wages . . 3,67 3,56 3.02 " 3,06
4. Interest Paid . . . . 37 37 29 37
s. Managing Agency Commission . . 47 SI 31 22
6. Bad Debts . . . . ~—I
7. Other expenses . . 2,97 2,68 2,51 2,68
8. Depreciation provision . 1,82 1,95 1,96 1,95
9. Tax provision . . . 37 40 SI
10. Transfer to Rescrves . . . 57 1,29 6 22
11. Dividend on :
(a) Ordinary shares . . 60 79 46 38
(&) Deferred shares - - D8 2o
12. Profit carried to balance sheet 1,28 —_2 —I e |
TOTAL 24,52 25,12 21,45 22,84
Income :
1. Sales* . . . . 23,90 24,51 20,87 22,13
2. Other Income . . 62 61 58 71
3. Closing stock of Finished goodl and
work-in-progress . . . oo . . .
TOTAL . 24,52 25,12 21,45 22,84

*The main income is shown under this head.

™

$Operating expenses.



ANNEXURE D

Statement showing the Capital and Liabilities and Assets of Indian Shipping

Companies*
Lakhs of Rs.
1951 1952 1953 1954
A. Carital and Liabilities
Capital
1. Subscribed Paid-up . . . 16,02 15,67 20,62 20,62
2. Ordinary . . . . . 15,32 15,27 18,97 20,22
3. Preference . . . . . 53 39 39 39
4. Deferred
TOTAL . . 15,85 15,66 19,36 20,61
Reserves
5. General . . . . . 2,29 2,49 2,56 2,68
6. Taxation . . . . . 1,14 1,19 2,37 2,06
7. Development . . . . . 2,83 2,53 2,89 3,I8
8. Others . . . . . . 3,96 5.69 3,65 3,65
Borrowings
9. From Banks . . . . . 9 8 9 25
10. Mortgages . . . . . 33 82 345 9,18
11. Debentures . . . ... 7,25 4,50 4,39 4,27
12. Due to trade . . . . . 56 33 30 32
13. Others . . . . . . 66 sI 56 52
Other Liabilities
14. Current . . . . . . 7,00 8,14 6,01 6,09
15. Non-current . . . . . 3,22 3,22 2,25 2,28
16. Balance of profit . . . . 13 10 10 9
GRAND TOTAL . V' 45,32 45:24 47,98 55,16

*Data for 1951 relate to 1I companies of which 2 were merged together in 1952,

78



Fixed Assets "B Ao ,
2, Buildings . . . . . 32 53 45 66
3. Plant and Machinery . . . 29,56t 32,03t 34,681 40,00t
4. Others . . . . . . 24 33 32 35
ToraL (Gross) . . . . 30,12 33,79 35-45 47,01
Less Depreciation . . . 9,67 11,30 11,95 13,69
5. Net Fixed Aseets . . . . 20,45 22,48 23,49 33,32
Stock and Stores *
6. Raw Matrials . . . . .
7. Finished goods and work-in-progress
8. Stores . . . . . . 71 71 47 48
9. Others . . . . . . I s
TorAL . . . . . 72 76 47 48
Receivables
10, Book debts . . . . . 4,67 2,00 1,75 1,58
11. Advance against goods . . . 2 . .. .
12. Others . . . . . . 83 2,22 2,94 2,45
TOTAL . . . . . - 5,52 4,22 4,6; 4,;:;
Investments
13. Government Securities . . . 3,07 " 4,67 ' 5,02 * 5,00
14. Semi-Government Securities . . 8 7 1 1
15. Industrial Securities . . . 81 84 2,66 2,68
ToTtaL . . . . . ——-3—,; __;5; __7-,-6; . 7,83
16. (a) Advance of Income-tax . . 32 50 58 39
(®) E.P.T. Deposits . . . 26 25 22 20
Other Assets
17. Current . . . . . 1,52 1,45 2,08 1,86
18. Non-current . . . . . 3,71 4,20 2,22 2,22
19. Intangible . . . . . 35 27 27 25
20, Cash . . . . . . 8,51 5,52 6,28 4,72
GRAND TOTAL . . . 45,32 45-24 47,98 55,16

s

;}l?lata for 1951 relate to 11 companies of which 2 were merged together in 19"52.
ect,



APPENDIX IX

Statemen: showing the summary of conclusions/recommendations

S. No.

Reference
to Para No.

Summary of conclusions;recommendations

2

3

2 -

27

It is rather unfortunate that the ta;'gets indicated
by the Reconstruction Policy sub-committee, though
accepted in principle, are yet far from realisation.

39 & 40 Some doubts have been expressed about accuracy

42

43

of figures of tonnage available at the end of the
First Plan period as published by the Planning
Commission in their publication “Second Five
Year Plan”. In this connection, attention may
be drawn to the observations of Shri M. A. Master
in his article published in the May 1956 issue of
“Transport” Bombay. The Committee suggest
that the figures of tonnage given by Shri M. A.
Master should be examined by the Ministry and
the official figures corrected, if found necessary.

According to Shri M. A. Master it is very likely
that we may have to carry a further 3 to 3-§ million
tons of cargo either as a result of industrialisation
of the country or as a result of the recommendations
of the Rail-cum-Sea Co-ordination Committee
or for easing the strain on the carrying capacity
of the Railways. Thus Indian Shipping may have
to carry about 7-5 to 8-5 million tons of cargo
round the coasts. The Committee understand
that about § million tons of dry cargo could be
carried by 4,00,000 G.R.T., but if the quantity
of cargo to be carried exceeds beyond the limit
of 5 million tons, as it is likely to, it would create
a gap and it will not be possible ta carry 100%
coastal trade.

Thefpresent*quantum of -foreign trade is about 17§

to 18 million tons. Out of this quantity, the Com-
mittee’ understand that roughly 2 million tons of
cargo could be handled by the Plan target of 4,65,000
G. R. T. which works out to 12-5% of the total
overseas trade. In the course of next five years,
the volume of traffic may increase and in that
case_the percentage might fall further.




81

44

45

50

52

55

The Committee were informed that India was carry-

ing about 359 of the adjacent trade at present,
which might go up-to 409% at the end of the Second
Five Year Plan, if the quantum of trade were to
remain stationary.

In the absence of authoritative estimates about the
anticipated increase in cargo, both in coastal and
overseas trade, at the end of the Second Five Year
Plan, it is difficult for the Committee to express
an opinion on the adequacy of the targets laid
down in the Plan. From the evidence given by
non-official witnesses, however, the Committee are
inclined to believe that the objectives set forth
in the Second Plan for 1009, participation in the
coastal trade, 12 to 15% in the overseas trade and
50% in the adjacent trade at the end of the Plan,
are not likely to be achieved even if the planned
increase in the gross tonnage of Indian Shipping
materialises. The Committee suggest that position
may be carefully re-assessed and this aparent dis-
crepancy in the volume of traffic to be carried and
the shipping tommage to be achieved at the end of
the Second Plan period should be reconciled. If
the objective of 100Y%, participation in the coastal
trade, 50% in adjacent trade and 12 to 159 in
the overseas trade is achieved by the end of the
Second Plan, it will undoubtedly be a good per-
formance.

The Committee quite appreciate the decision of the
Ministry of Transport in placing ‘new building’
orders in the Continental yards and purchasing a
tanker, even to the extent of exhausting the entire
amount provided by the Planning Commission in
the Second Five Year Plan in the first year of the
Plan itself.

The Committee recommend that the Ministry should
take effective steps to secure the requisite funds
from the Planning Commission without which it
would not be possible to procure any tonnage even
in the third plan and the industry will have to face
the same situation which it is facing now due to
uncertainty of securing fixed time schedule of
deli\l;ery and the upward trends in the present
market.

The Committee could not obtain any statistical data
relating to foreign exchange, which the country
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10

I2

13

14

I5

57

65

66

67

68

had to release on her overseas trade, as the infor-
mation was not available with the Ministry of
Transport. The Committee were informed that
this information was not available even with the
Reserve Bank of India.

Government had to pay more than Rs. 96 crores
as freight to foreign vessels for import of food
grains on Government account during 1950 to
1955. This heavy drain on country’s limited re-
sources of foreign exchange brings out the pressing
need of increasing the tonnage of Indian Shipping
at a more rapid pace.

India’s balance of payments position is worsening
every year due to large imports of industrial ma-
chinery and capital goods. We have not only to
step up our exports, but also devise ways and
means of augmenting our foreign earnings.

It is in this context again that the committee would
recommend the need of assigning a higher priority
to the development of the shipping industry as a
resourceful potential instrument of earning foreign
exchange.

The Committee understand that negotiations were
under way for securing suitable loan assistance from
the World Bank. They hope that the Government
of India will succeed in securing at-least the
minimum amount of loan assistance required for
the essential development of the shipping industry
in India.

In case the Government of India are unable to secure
the necessary amount from the World Bank, the
Committee would suggest negotiations with Ex-
change Banks in other maritime countries for raising
long term loans.

The Committee suggest that the feasibility of getting
a few ships from the reserve fleet of the U. S. A,
against a long- term loan may also be investigated.
The representatives of the Shipowners may also
be consulted in the matter because of their specia-
lised knowiedge of the industry.

The Committee bbserve that the Indian Shipping
Companies have preferred to meet 33% of the
total cost of new ships from abroad, 889, of the
total cost ot ships constructed by the Hindustan
Shipyard Ltd., Visakhapatnam and §0%, of the
total cost of second-hand ships from their own
resources.
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17

18

19

20

21

93

94

95

96

I00

102

" Rapid expansion of Indian Shipping should be re-

garded as a national problem of great importance
and urgency. In regard to the Rules governing
the grant of loans to Shipping Companies, the
Committee recommend that the suggestions of
the Indian National Steamship Owner’s Associa-
tion should be considered sympathetically by
Government and every encouragement given to the
Shipping Industry.

One suggestion made was that instead of insisting
on the repayment of loans given to Shipping Com-
panies in the First Plan, they may be permitted
to utilise the amount due for repayment for bring-
ing more ships and continue to pay interest as
before. The suggestion may be carefully exa-
mined.

The Committee further recommend that the feasi-
bility of creating an Indian Shipping Development
Fund with sufficient capital reserve should be
carefully examined.

The Committee would like the Government to exa-
mine the suggestion made by Shri C. H. Bhabha
in his article “Finance for expansion of Indian
Shipping”, published in “Transport” annual of
October 1956, given in para 96.

The Committee feel that India is geographically
situated in a Central position in Asia and is destined
to play an important role in international affairs,
especially in the East. Apart from strategic
importance, her ships will be the symbols of friend-
ship and cultural ties that exist among the sister
nations of Asia. It is, therefore, necessary to
maintain the passenger and passenger-cum-cargo
services on routes like India/Burma, India/Red
Sea Ports and Persian Gu'f, India/East Africa etc.
even though these services may have to be run
at some financial loss in the initial stages.

Keeping in view the Industrial Policy Resolution,
1956, and the pressing need of developing Indian
Shipping, the Comm:tiee suggest that the question
of giving operational subsidy to avoid closing
d%wn dof certain essential services may be recon-
sidered.



As the Government is indemnifying the Shipping
Corporations in public sector against losses for a
certain period subiect to re-imbursement out of
subsequent . profits, similar facilities may be ex-
tended to the private sector also, where found
necessary in the larger interest of Indian Shipping
as a whole.

22 103/104 The Committee are not in a position to give an opi-
nion on specific items such as the optional appli-
cation of the accelerated depreciation allowances,
exemption from Income Tax and Capital Gains
Tax on proceeds from sale of ships if they are
utilised for acquiring further tonnage, exemption
from income-tax of profits ploughed back into
the shipping industry, and exemption from customs
duty and sales tax on ship’s stores and bunkers.
The Committee suggest that these representations
may be examined sympathetically, keeping in view
the assistance that is being given to the shipping
industry by other countries.

23 10§ Financial review of Indian Shipping Companies given
in Appendix VIII indicates that the financial posi-
tion of Indian Shipping Companies is not too
satisfactory, and that they are striving hard to
keep pace with the development.of other Indian
industries. There cannot be two opinions that
there is a very urgent need of rapidly expanding
Indian Shipping, and that this is a field where
both private and public sectors can play a useful
role without necessarily coming into conflict with
each other. Shipping is as yet only an infant
industry so far as it future expansion is concerned.
All reasonable facilities should, therefore, be given
to this industry at the present developmental
stage.

24 107 Revitalisation of the ship-building industry is one
of the important aspects of the all round develop-
ment of the country in various spheres.

2s 121/122 The Committee are glad to note that the standardised
designs have been evolved, suited to the require-
ments of trade in India. The Committee are,
however, of the opinion that one more design of a
smaller ship of 2500 to 4000 tonnage should be,
evolved for coastal chipping.

26 126 The Committe¢ would like the Ministry to accelerate
the pace of training of both supervisory and skilled
personnel so as to facilitate the execution of the
Second Shipyard at an early date.

27 129 It would be necessary to plan for the realisation of
the target of 2 million tons, as suggested by the




2 3

Shipping Policy sub-Committee, at least by the
end of the Third Plan.

132 As regards the anticipated shortage of steel, the
Committee hope that the position would not be
as difficult as it is today by the time the Second
Shipyard goes into production. The Committee
also ruggest that a tentative decision to have a
third ship building yard i, the earlier period of
the Third Plan should also be taken at an early
date.

135 The Committee hope that the project for establish-
ing a factory for manufacturing propelling machi-
nery for ships in the public sector would be finalised
without undue delay.

140 The Committee are of the opinion that the smaller
ships have an important role to play in our coastal
trade. The Committee, therefore, recommend that
the Ministry should encourage the available build-
ing capacity of smaller vessels in the country. For
achieving this purpose, the Ministry should set
apart a certain amount of loan assistance which
could be utilised by established Indian Shipping
Companies or even new companies in the field
who are desirous of going in for indigenously
built smaller ships. The efforts made by the
Railway Equipment Committec in securing and
developing the indigenous capacity for wagon
building is well known. The Committee sug-
gest that a similar Committee may be appointed
for securing and developing indigenous capacity
for building small ships of 2500 to 4000 tons.
The feasibility of limiting coastal trade exclusively
for these small ships should also be carefully
examined. If the indigenous capacity for building
small ships is properly tapped and firm orders
for building small ships over a long period are
placed, the Committee have no doubt that the
tonnage of Indian Shipping can be substantially
augmented.

152 The Committee feel that the problem of evolving
a balanced pattern of trade at intermediate and
minor ports on the vast coastline of India, requires
a well co-ordinated and integrated plan. The
Committee hope that such a plan will be evolved
by the Rail-cum-Sea Co-ordination Committee,
It is unfortunate that no representative of the
Shipping interests which are vitally concerned
in the matter was included in this Committee.
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© 34
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36
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155

156

159

160

162

The Committee feel that the policy of allowing
chartering of vessels for coastal trade is not in
keeping with the policy of 1009, reservation of
coastal trade for Indian Shipping Companies
and as such the Committee hope that in future
such relaxation in the use of chartered vessels for
normal trade purposes on the coast will be avoided,
as far as possible.

The Committee further recommend that the Minis-
try should also enforce gradual reservation of
coastal trade in wet cargo for Indian Shipping
Companies until foreign participation is comp-
letely eliminated as the 100%, reservation of coastal
trade for Indian Shipping Companies will be
achieved only when the entire cargo on the coast
in both dry and wet is lifted by Indian Shipping
Companies.

The Committee feel that there is a great scope of
-developing passenger traffic on coastal and adjacent
services, provided the existing standard of pas-
senger amenities is improved and regularity of
services ensured. There is also need for adequate
publicity on proper lines to Marine passenger
services which would create a lure for sea travel
in the people.

The Committee recommend that both the Ministry
and the Shipping Companies, should launch a
vigorous  publicity drive in India and in
adjacent® countries served by Indian Shipping
services.

The Committee consider it rather unfortunate that
vital statistics regarding the quantity of ‘cargo
carried by foreign Shipping Companies in adjacent
trades from the year 1953 onwards, having a
direct bearing on the trade and commerce of the
country should not be available with the Ministry
of Transport.

The Committee hope that the Trade Agreement with
Burma and Pakistan, signed recently, will help
to improve the quantum of adjacent trade which
has declined. The Committee note that Article
VIII of the Trade Agreement with Burma dealt
with shipping interest of both countries whereas
no Article to that effect has been incorporated
in the Agreement with Pakistan. The Committee
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38

39

40

41

suggest that a similar Article may be incorporated
in future Trade Agreements with foreign countries,
if possible.

The Committee suggest that the question of acquir-
ing more tankers in the private and/or public
sector should be given serious consideration.

The Committee were informed that figures in respect
of overseas trade carried on by foreign shipping
companies and that of imports on Government
account were not readily available. The Committee
suggest that Government should take steps to
maintain such vital statistics.

The Committee suggest that the Ministry of Trans-

port should examine the question of participation
of Indian flag, in India/U.S.A. service in consul-
tation with the representatives of the Indian Ship-
ping Companies and devise ways and means which
would enable either the private or the public
sector to participate in that important trade.

The Committee believe that Govt. cargoes form a

good percentage of India’s total overseas imports
and hence steps should be taken to carry them
in Indian vessels as far as possible. Further
the Committee are in agreement with the recom-
mendations of the Stores Purchase Committee
referred to in para 181 of this Report.

GIPND—LS I~ LS-~21-5-§7—2000



