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(Witnesses u;ere called ir and they
took their seats)

Chairman: On behalf of the All
India Manufacturers’ Organisation,
Shri N. D. Sahukar, Shri S. N. Haji
and Shri Morarji Vaidya are here
ofore the Committee.

First of all, I should read out the
Rules of Procedure of our Committee
that relates to you. Under the Rules,
+he evidence shall be treated as pub-
lic and is liable to be published un-
less they specifically desire that all
or any part of the evidence tendered
by them is to be treated as confiden-
tial. However, even though they
might desire their evidence to be
treated as confidential, such evidence
is liable to be made available to the
Members of Parliament.

Shri Sahukar: May I take it that
that means that we are not free to
publish it.

Chairman: No. You cannoi pub-
lish. If you think that a certain poart
of the evidence tendered here should
be treated ams secret or confidential,
we shall not publish them tc the out-
side public, but certainly it will be
available to Members of Parliament.
That is the position. The proceedings
here are confidential. You cannot
publish anything.

You have submitted your memo. In
that, you have made certain points.
You have stated in page 7 of your
memo that foreign participation will
provide the foreign exchange for the
first payment to be followed by in-
stalment payments from the earnings.
That is to say, according to you, if
foreign participation be allowed, the
difficulty of the Government of India
or of the Shipping Association in
acquiring ships is obviated. At the
same time, you have stated that
foreign participation of capital should
be allowed only up to 49 per cent,
and that 51 per cent. should be con-
tributed by the Indian public or
Indian citizens, and that at the same
time, control and management should

also be predominantly Indian. You
have stated that if foreign participa-
tion up to 49 per cent. is allowed, no
foreign exchange difficulty will arise
from the side of the Indian Govern-
ment or the Indian citizens, because
the first payment will be made by
the 49 per cent. foreign narticipation
capital and thereafter, the instalments
also will be paid out of the earnings.
Two points arise out of this. First of
all, it envisages that acquisition of
ships will be available on instalment
payments.

Shri Sahukar: Yes.

Chairman: The second question is
whether, even if that is available, this
51 per cent. contribution from the
Indian Government or Indian citizens
will be required or not.

Shri Sahukar: It will be required.
It will be necessary to have that in
any case. Otherwise, how can we
have control?

Chairman: You suggest that no
foreign exchange is involved on the
part of India because 49 per cent.
participation of non-Indian capital
will do the job of acquiring the ship
by way of first payment.

Shri Haji: The amount that would
be available to the company by way
of Rupees will be utilisedq for the
working of the company. In due
course, when the Indian shipyards
become available or shipping berths
become available in larger numbers,
then, we should be able to build ships
in India. We are stressing this point
because the present difficulty is
foreign exchange difficuity. Where
we have got the balance in Rupees,
in addition to the working capital,
we should also to a small extent be
able to get foreign exchange against
putting part of that Rupee money in
Banks in India.

If I may make myself clearer, it is
possible now to get foreign exchange
in European countries through banks
by paying the equivalent amount of
money in this country. I know that



that cannot lead to any big tonnage.
But, that is helpful. My submission
is that the Indian part of the capital
which is not used up in foreign ex-
change for buying ships immediately,
would be utilisedq for future transac-
tions. I have suggested that the
Indian money would be available for
working capital. Probably by 1950 or
1960 whenever the Vizag yard has a
berth available or the new shipyard
gets ready, we should be able to
build Indian ships as well.

Chairman: If Indian shipyards
build ships, that is a different matter.
For the present, we are not contemp-
lating that. My question is this.
Supposing a ship for overseas trade
costs Rs. 1 crore, you have said that
the working capital would be financ-
ed by this 51 per cent.—49 per cent.
will be foreign capital and 51 per
cent. Indian. So far as the purchase
of ships is concerned, unless we get
on easy instalment basis, will it be
covered by the 49 per cent.? What
is the idea?

Shri Haji: What we mecan is this.
Here is Rs. 1 crore in Rupees. Here
is Rs. 1 crore in foreigners capital,
in any foreign exchange, pound or
whatever it is. With that foreign
capital, we purchase the immediate
tonnage. Your question is, what do
we do with the Rupee capital that
we have got.

Chairman: The question is whether
ships worth Rs. 1 crore will be avail-
able on an instalment basis or at a
cost of Rs. 49 lakhs.

Shri Haji: The point I was making
is this. With you permission, I will
take a concrete case. Supposing
there is a Rs. 2 crore Indian company.
If 51:49 is allowed, Rs. 104 lakhs will
be the Indian capital and Rs. 96 lakhs
will be the foreign capital. As the
position stands in the world of ship-
ping today, with this Rs. 96 lakhs—
for rough purposes, I will call it Rs. 1
crore—because shipping is available
at 25 per cent. or even 20 per cent.
down,—let us take the higher figure—

with this Rs. 1 crore of foreign money
which is also foreign exchange, we
get 4 ships. These four ships will
pay the balance of 75 per cent. by
means of the foreign exchange they
will earn during the five or seven
years period which is also stipulated
for repayment.

Chairman: You can have four ships
with that Rs. 1 crore.

Shri Haji: Your question is, what do
we do with the other Rs. 1 crore. I
have got to keep anything from
Rs. 30 to 50 lakhs—let us say Rs. 40
lakhs—for working expenses. With
the other Rs. 50 lakhs, what I do is,
I put it in the Bank X here and that
X Bank will give me the equivalent
in dollars or sterling or whatever I
want in another currency and I pay
interest on it.

Shri V. K. Dhage: How do they give
foreign exchange?

Shri Haji: That is the arrangement
we make with the Bank. You may
take it from me—I hop2 those who
are in the know of things will back
me up when I say this—at the
moment it is possible to make such an
arrangement. Shri Nagenc!ra Singh is
an expert in this.

Shri Dhage: Arrangement on the
basis of depositing Indian Rupees in
the Indian Bank or a Bank in India.

Shri Raj Bahadur: It is an arrange-
ment by the party concerned. They
deposit the rupee content and against
that rupee content, the head office of
that foreign bank gives them foreign
exchange.

Shri V. K. Dhage: The point is
whether that arrangement is done by
an Indian bank registered in India
with Indian capital or a foreign bank

working in India.

Shri Nagendra Singh: A mercan-
tile bank having its head office in a
foreign country and working in India.

Shri Haji: I have a feeling that
even an Indian Bank with a parallel
agency in England will not find it



difficult—will not find it so easy, but
will not find it difficult.

So, the point I am making is this,
that because we want to keep 51 per
cent. in order to have control, that 51
per cent. is not wasted. Having got
four ships, with this Rs. 50 to Rs. 60
lakhs available, we can buy one or
two other ships. But this is not the
way we can play for .ong. It has
been suggested by some other people
that this is one of the methods by
which you can continue to have Indian
tonnage, but our view is that this
kind of bank arrangemeni might be
good for five or ten ships, but not
more, because, after all, the banks are
not going to put all their eggs in one
basket. So, it is not a thing which
will solve your problem mainly, but
it is definitely a procedure by which
the balance of our capital in rupees
which is not required for the time
being can be utilised in having one
or two more ships.

Chairman: So, you say that this
arrangement of depositing Indian cur-
rency here in Indian Banks and get-
ting equivalent foreign currency
elsewhere where the ships migh: be
available is not a difficult thing.

Shri Haji: For a few ships it will
not be difficult, but one company can-
not get many ships on that basis.

Shri M. J. Valdya: As 25 per cent.
would be made available out of the
foreign capital participation and the
rest 75 per cent. is on credit, it will
be possible on a sort of self-earning
basis—out of the earnings of the ships
in terms of foreign exchange when
we ply them between India and other
foreign countries. So, this is a double
arrangement.

Chairman! So, 25 per cent. of the
price is paid in foreign currency and
the ship can be acquired.

Shri Haji: Before we leave this
question, I would like to add that it
is most fortunate for us that while
we are considering this questior, of
foreign capital here, the shipping

prices in the world during the iast
eight months have tumbled down to
the extent that enables us to take ad-
vantage of it, but I am afraid it is
not a thing that will last for two,
three or five years. It is only a
question of probably a year or so.
And my submission is that this is an
ideal opportunity, prices having come
down to the Tow enough and they
are likely to come down still further
in my opinion—and the sooner we
come to this decision the better, be-
cause it will not last for lcng.

Chairman: As regards the main pro-
vision of the Bill that so far as com-
panies are concerned, they can be
registered ag Indian companies, even
if 16 annas of the capital be contri--
buted by a foreign concern, you have
said that that is not a good proposi-
tion.

Shri Haji: We do not approve of it.

Shri Sahukar; We are not happy
about it.

Chairman: To be happy or unhappy
is a lighter thing, but have you got
any definite objection to that?

Shri Sahukar: Yes.

Chairman: What are the grounds?

Shri Sahukar; The ground is that
ultimate control in the management
of the company also must be in na-
tional hands. That is the primary
ground on which we take our stand,
because if there is no national con-
trol, then probably w2 may not be
able to dictate policies with regard to
freight charges or treatment of the

employees and all that in the national
interests.

Shri Bisht: That is regulated by
the Act itself.

Shri Sahukar: But not with regard
to the ultimate control because, after
all, if the capital is owned by Indian
nationals, then certainly Indian na-
tionals are in a position under the

company law to dictate policy to the
directors.



Chairman: So, according to you it
will not be only 51 per cent., but full
control or majority control and
direction should be in Indian hands.
All these things, majority interest,
majority direction and majority con-
trol should be in India?

Shri Sahukar: Yes.

Chairman: In that case only it is
advisable; otherwise not?

Shri Sahukar;: Yes. And the
majority means 51 per cent.

Shri Bisht: How dc¢ you expect
foreigners to put their money into a
company in which they have no hand
either of control, regulation, policy
or anything?

Shri Sahukar: As a matter of fact,
quite a large number of foreign con-
cerns today are participating in and
collabonrating with Indian concerns
even on the footing of minority share-
holding. ‘

Chairman: That is, 25 per cent.?

Shri Sahukar: Yes, and in some
cases even less than that. The nor-
mal is 49 per cent.

Chairman: At present 49 per cent.
is not allowed under the Act. We are
talking about shipping. ‘There at
present there is provision that up to
25 per cent. foreign capital can be
associated. How far has it succeed-
ed?

Shri Sahukar: It has not succeeded
because up till now the times were
not propitious so far as foreign parti-
cipation in this country’s develop-
ment wag concerned. Mr. Haji is in
a better position to point out as to
bow it has not succeeded.

Chairman: I wish to know whether
in any company this provision of
25 per cent. foreign capital participa-
tion has succeeded to any degree up
till now.

Shrl Haji: No, Sir. This 25 per
cent. has not succeeded because there
is no example that one can think of.

Chairman: Has there bheen any
attempt for such participation?

Shri Haji: Attempts are being
made, but the real reason why earlier
attempts were not made was the
general impression among the Indian
public that it would be very difficult
to get the Government to agree to
any percentage for the foreigner be-
cause propaganda had created an
atmosphere that evarything should be
100 per cent. Indian. It was only in
last August when the Minister for
Shipping referreg to the possibility of
the Government of India considering
51:49 that people began to see that
foreign capital could now be utilised.
Of course, at that time there was no
question of the Bill, but under the
Shipping Policy Resolution of 1947 it
wag possible for the Government of
India to make exceptions, and as the
Minister of Shipping stated in another
connection, these conditions of the
1947 Resolution are ordinary condi-
tions, and not mandatory conditions.
They are conditions in which the
Government, if they thought it neces-
sary to do so, could make exceptions,
and I dare say they could have
theoretically made exceptions c¢ven
to the tune of 100 per cent., but that
would depend upon the political
atmosphere or the support that the
Government might get from the
public. But what I am trying to get
at is this, that the 1947 Resolution is
not by itself even a mandatory one
and that is why the Minister for
Shipping stated in Parliament, even
without this Bill, last August that the
Government could consider 51:49.

Shri Raj Bahadur: Depending upon
the merits of each case.

Shri Haji: Yes, exceptions have to
be made on merit.

Shri Akbar Ali Khan: Has there
been any scheme taken up under the
1947 Resolution?

Shri Haji: None that I am aware
of.
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Shri Akbar Ali Khan: Supposing
you give to the extent of 49 per cent.
are you sure that they will take part
in this enterprise?

Shri Haji: Now, as ] was saying, it
is only recently that the Indian public
has become aware of the fact that
foreign capital can come into this
picture. Whatever be the reason;
even the Indian public used to ima-
gine that this had got to be all
Indian etc, but ever since that
announcement in Parliament in last
August, there have been efforts, I
understand, from various countries,
not necessarily shipping companies,
definitely from  America, UK,
Belgium and Arabia and probably
Japan also. People are prepared to
come and join us in developing
Indian industry just as we have got
them in the biscuit factory, chocolate
factory, Parker ink, pharmaceuticals
and so many other things.

Chairman: Leave alone other in-
dustries because we have got 100 per
ocent. in certain industries; we have
permitted that, but that is an abso-
lutely different matter. Speaking
about shipping, the trend of the ques-
tion is: on the condition that 25 per
cent. foreign participation was allow-
ed but the directorate, management
etc., must be predominauntly Indian,
has any country or any non-citizen
ever offered to come and join with an
Indian citizen?

Shri Haji: No, Sir.

Chairman: Then necessarily the
question will arise: if they have not
done so, why? Is it because of 25
per cent. or because of control?

Shri Akbar All Khan; I am asking
this question particularly for this
reason. There is a view that 75 to 100
per cent. of the capital should be
Indian. Suppose we do not agree
with that and we accept the sugges-
tion of 51:49 and you do not get
any offer from outside, it will be
tutile.

Shri Haji; Here was the policy of
allowing 25 per cent. and yet nobody
has come, but there is one important
reason why that 25 per cent. was not
taken up very vigorously, because it
lays down that even if the foreign
capital be 25 per cent., all the direc-
tors should be Indian and the
management should be Indian, with
the result that no foreigner is going
to give us 25 per cent. and have no
say at all. That is why we are saying
that if we give 49 per cent. and some
representation in the DBoard, they
would be willing. I have given you
the names of the countries, and
others might be willing to come and
join us.

Chairman: Which are the countries?
How many?

Shri Haji: America, U.K.,, Arabia,
Belgium Switzerland and Japan.
Business interests in these countries
are willing to come forward. They
are willing today. They might not
be willing tomorrow.

Chairman: They are willing on the
condition that we allow them 49 per
cent. participation, but the directo-
rate and management will be pre-
dominantly Indian.

Shri Haji: That is what our under-
standing is.

Chairman: You are an expert in
the line. You must give some defi-
nite opinion on which we can come
to some decision. Otherwise, there
is no value in asking this question.

Shri Haji; It is the Government
that is approached by people. When
I say that Arabia 1is interested,
naturally I have heard people say
that Arabia is interested, but Arabia
does not apply to me.

Chairman: Again, you make a con-
fusion. You have heard people say
Hearsay evidence is no evidence
You are an expert and you must state
something positive as your opinion.

Shri Haji: I will give you a specific
example.



Shri Radha Ramaa: On a point of
clarification. I understand him to say
that if we accept 19 per cent, we
will have to give representation to
the foreign citizen who will invest the
capital of 49 per cent. in the same
proportion in the directoratc and
management. But I understood from
Mr. Sahukar that he was prepared to
have the entire management and con-
trol and supervision in Indian hands
and have 49 per cent. Which of these
two is correct?

Shri Sahukar: I mean the majority,
the ptedominant majority, will be
Indian controlled. Aftes all, if there
is majority Indian control and
majority Indian participation, it goes
without saying that the management
will be predominantly in national
hands.

To supplement what Mr. Haji has
said, and to reply to the hon. Mem-
ber there, may I add that today with
the Government’s more liberal policy
towards shipping industry, foreign
participation will ke more readily
available than it ever was before.

Shri Akbar Ali Khan: Will it be
necessary to give 49 per cent. in
management also?

Shri Vaidya: No, Sir. It has heen
the experience of all countries which
have taken advantage of foreign capi-
tal that the management is predomi-
nantly, by and large, in the hands of
the country in which the moneys are
invested. It is only in the Board of
Directors that the people who want
to put in capital expect to be repre-
sented somewhat in proportion, but
not always in the proportion of 49—
51. It we have 12 directors, it is
conceivable there may be only four
foreign directors and eight Indian
directors, as has happened in other
industries.

I would like to refer to the ques-
tion that was asked as to why up till
now foreign capital has not come in
even on the basis of 25:75. To my
mind, there are two reasons. One is
that up till now the prices of ships

were very high and they werc not
easily available. Secondly, the Gov-
ernment of India was providing all
the finance by way of loans at very
cheap rates to the shipping industry
to the extent that the snipping indus-
try could secure foreign ships and
plan out their expansion. So long as
this money was available from
the Government of India, and so
long as our foreign exchange
position was comparatively easy
so that the rupee capital or the
rupee loans that were made available
by the Government of India could also
be made available in the form of.
foreign exchange through the Govern-
ment of India, there was no difficulty,
and there was no need for going in for
any foreign capital, especially when
we could not use even the loans that
were made available by the Govern-
ment of India. It is well known that
only recently when the Government of
India reduced the rates further that
e money was taken up by the Indian
shipping companies. But, now, our
country’s position is very different, and
the world position also has changed.
Our country’s position has changed in
the sense that we have no foreign ex-
change. So, even if the Government
of India were to make available ru-
pees to the tune of Rs. 60 or even 80
crores for the expansion of the ship-
ping industry, yet that money would
not be available in terms of foreign
exchange. Therefore, foreign ex-

change has become necessary. That
is one thing.

Secondly, the world prices of ship-
ping have also fallen, and therefore,
this is the opportune time for us to
have foreign ships.

Thirdly, this constant hammering
by our Government on the doors of
various foreign companies and various
foreign private interests that they
should agree to give us machinery and
capital goods and ships on deferred
payment basis has at last had its
effect. Only two years ago, when I
was in Europe, and the Government
of India announced this policy for the



first time, the foreigners were taken
by surprise, and they asked ‘What do
you mean? You want us to give you
machinery, ships etc. without your
paying for them in hard cash?’ Now,
they have attuned themselves to this
requirement of the Government of
India, and therefore foreign capital is
now available.

Finally, as Mr. Sahukar has said,
the world climate for investment in
India and aid to India also has chang-
ed for the better.

So, all these circumstances make it
possible that if we provide the attrac-
tion of 51 : 49, foreign capital will
come both in the form of deferred
payment and equity capital, and ships
would be available at a reasonable
price.

Shri Tangamani: In view of what
you have stated namely that foreign
capital is now willing to come and
invest, may I know whether in accord-
ance with our policy statement of 1947,
wherein 25 per cent was laid down,
foreign capital will be willing to come
and invest?

Shri Vaidya: Our feeling is that with
this 25 : 75 proportion, foreign capital
may not be willing to come in. That
is our feeling, and that is based on
our experience in other industries.

Shri Radha Raman: Even if it is
changed to 45, without changing the
character of the board and the man-
agement?

Shri Valdya: As I mentioned and as
Mr. Sahukar has mentioned, if we ex-
pect foreigners to invest their moneys,
they naturally expect that at least a
proportionate representation on the
board of directors will be given—it
need not be exactly 49 per cent, but
it may be say, 35 or 40 per cent; that
would be expected by those who are
to put in their money, because they
want to make sure about the security
of their money. They are not interest-
ed in changing our national policies
or controlling our national policies, be-
cause they will not be allowed to do it.
But as far as the security of their

money is concerned, they want to see
that the money that they invest is
looked after by their representatives.

Shri Dhage: If a ship has to be
owned by a limited company, what
are the provisions of the law at pre-
sent?

Shri Sahukar: 25:75 was the policy
statement of Government,

Shri Dhage: I am not concerned
with the policy statement. I am only
concerned with the present state of
the law.

Shri Haji: The present state of the
law, as I understand it, is this. Under
our company law, anybody can regis-
ter a company and can run ships. It
is only when that somebody wants
Government cargo, and Government
help and Government loan that he will
have to come under what I might call
the clutches of the resolution. Other-
wise, he is free.

Shri Dhage: If that be the case, if
any foreigner can own a company
hundred per cent, and there is no
restriction with regard to that, except
to say that because of the policy of
the Government of India, a company
owned entirely by foreigners would
not be favoured by the Government of
India, then what is it that has pre-
vented anyone from floating a com-
pany and carrying on business other
than what Government might intend
to do? Under the present law, there
is the possibility of foreigners hundred
per cent. And yet you say that they
have not found it feasible to have
a company.

Shri Haji: Just as the foreigner did
not come under the 25 per cent rule
because he could not get even one
director on the board, similarly, here
when he gets no particular advantage,
by coming to India, why should he
come at all?

Shri Raj Bahadur: His question is
different. Although there is no prohi-
bition under the law for any company
being registered with hundred per cent



foreign capital and owning ships, why
is it that no company has been” form-
ed?

Shri Haji: For, so far as the over-
seas trade is concerned, it is free under
international law to anyone. So that,
if the British company can work along
the Indian coast to carry on overseas
cargo from India and to India, with-
out giving up their nationality in their
own country, why should they come
to India at all? '

Shri Dhage: How do you expect
them to come with 49 per cent?

Shri Haji: I expect them to come
with 49 per cent because I am giving
them more or less proportionate re-
presentation. I am giving them the
facility that somebody would get from
Government, if required for expan-
sion. They will get the cargo from
Government. And let me add this,
that today the Indian market has,
become very much talked of outside,
because this is one of the few countries
in the world today where cargo is
available both ways; owing to our
Second, Third and Fourth and future
Plans, we shall always be needing
capital goods coming from European
or American countries. Our raw pro-
ducts and semi-manufactured goods
are going from here. And there is
the guarantee which generally other
countries do not give, that Govern-
ment cargo which is a large proportion
of the cargo today will be given to
Indian ships. That is why so many
foreigners will be willing to come and
put themselves on the Indian register.

Shri Raj Bahadur: There is one
point that arises out of this. Will it
not to that extent diminish the pos-
sibilities of purely Indian-financed
companies getting assistance from
Government? For example, if there is
a certain quantum which will be
made available by Government or
otherwise, the foreign participators
will also cut into or eat into this
particular allotment. To that extent,
the purely Indian-financed companies

will have their opportunities prejudic-
ed.

Shri Haji: I take it that if we esta-
blish the Indian register, and the
foreigner comes under our law on the
Indian register, under the company
law, with rupee capital and with small
proportion of the directors, no attempt
will be made to differentiate between
him and what I may call the 100 per
cent Indian companies, because that
is not done by Government in any
other industry. There are scores of
industries where the foreigner has
put in 49 per cent; and once he be-
comes an Indian, he is as good as a
hundred per cent Indian as a 58 per
cent or 80 per cent Indian.

For example, if you will recall,
when we gave protection to the match
industry, the main benefit of the
match industry went to the foreign
companies.

Shri Vaidya: The question put by
the hon. Member Shri Dhage was:
“Although it is permissible for any
foreigner to come and have one hund-
red per cent foreign capital being re-
gistered in India and own a ship, why
is it that no such company has been
formed?”. The answer to that is very
simple. It is not mecrely a case of re-
gistration of a company and the own-
ing of ships. Any foreigner who
wants to come and establish any busi-
ness or any industry in India has to
obtain the permission of the Control-
ler of Capital Issues and various
other permissions are required under
the ordinary law governing the econo-
mic affairs of the country. If I have
read the policies of the Government of
India rightly, it has generally been
the practice that except in very special
cases, where the Government of India

‘had agreed or was a party to it, no

hundred per cent foreign capital com-
panies have been allowed to operate
in any economic field of the country,
and certainly, therefore, not in the
shipping fleld. That is the simple ans-
wer to the question that has been
asked by the hon. Member.

Shri Dhage: It may be a matter of
policy that this is the law; and of
course, the permission of the Control-



ler of Capital Issues is necessary. But
does it mean to say that the Govern-
ment of India have refused any such
application that has been made to

them?

Shri Vaidya: Probably not, I am
sure if application had been made, it
would have been refused. Of course,
that is for Government spokesmen to

say.

Shri Raj Bahadur:
hypothetical.

Shri Vaidya: The question that you
ut is also very relevant, that the exist-

p
ing Indian companies might feel and

so naturally, that if the partly foreign-
financed companies are allowed to be
established in the country, the total
sum available for distribution  of
loan or help by the Government  of
India mav be shared by these com-
panies as well. That is natural. To
that, my answer would be that with
the foreign capital and the foreign
capital loan coming in, it may per-
haps be not necessary for the Govern-
ment of India to come forward with
any loans or financial assistance to the
shipping industry, and we may be
able to reach our target even without
the assistance of the Government of

India. That is my feeling.

Shri Dhage: You say that 49:51 shall
be the proportion and 51 per cent shall
be that of the Indians. You want that
the control should be all with the
Indians. You want that the control
should be with the Indians?

That is a little

Shri Vaidya: Yes.

Shri Dhage: And that 51 per cent.
participation of the Indian capital will
be able to enjoy the control over one
hundred per cent. of the capital?

Shri Vaidya: Yes.

Shri Dhage: Is it your experience in
the joint stock companies that the
managing agents with much less than
49 per cent. have been able to exercise
control over one hundred per cent.

capital?
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Shri Vaidya: Yes, because they
have the backing of the large majority
of the other shareholders. Wherever
they have done things which are in the
interests of the company or of the
shareholders or at least a large majo-
rity of the shareholders, they have
been able to get their support, but
wherever they have run against
opposition from the shareholders, the
managing agents have very often been
thrown out and come to a very sorry
pass. That has been the experience
of many companies.

Shri Dhage: The 49 per cent peopie
can thwart the wishes of the nationals,
if they are able to get over two per
cent of the shareholders on their side.

Shri \.’a.idyn: Yes, that can only
happen if the Indian side is divided
within itself.

Shri Dhage: Therefore, the control
theoretically is not possible. With 51
and 49 per cent. the Indians being all
the while in control is not possible in
all cases,

_ Shri Akbar Ali Khan: In all national
industries, it will be possible on funda-
mentals. On minor points, it may not
be possible.

Shri Dhage: They can just win
over two per cent. of the shareholders.

Shri Vaidya: Even in the existing
Indian companies, where even 25 per
cent. foreign capital may have been
allowed, this 25 per cent. foreign
capital may be held by one party in
one block, whereas the remaining 75
per cent. Indian capital will be held
by thousands of shareholders, and the
managing agents may control ten or
fifteen per cent. It does not happen
that there have been any cases. But
theoretically it would have been
possible. But we have to remember
this that with a national and sovereign
Government of India sitting in New



Delhi, it will not be possible for any
foreigner who has come with the
permission of the Government of
India to get away with any anti-
national policies or any harmful
practices, as far as the country is
concerned.

Under the new company law, the
Government of India have got full
powers to check any such practice
or any such action at any time. It is
open to the Government of India, even
if the 49 per cent wallahs succeed at
the annual general meeting or extra-
ordinary general meeting of the share-
holders, and it is within the compe-
tence of the Government of India
under the Indian Companies Act, 1956,
to intervene at any time and prevent
any action which is harmful to the
country taking place.

Shri Dhage. I am trying to under-
stand. Even in government concerns,
e.g. in the banks, the State Bank and
so on, the Government always have
51 per cent and gave 49 per cent to
the public, in order to have complete
control over the affairs of the institu-
tion in which they have 51 per cent.
Government have never thought of
having less than a capital holding of
51 per cent, so that no one will be able
to go against the wishes of Govern-
ment. What I mean to say is that in
a proposition of 49 and 51 per cent. if
there is one individual on the other
side with 51 per cent, then his wish
will always be dominant; otherwise,
there is likely to be division and no
full control over it. That seems to be
the idea behind the policy when
Government invests in concerns and
invite participation from the public.
Do you think that in a company with
shareholders who have less than 50
per cent holding, may be even less,
they will be able to have their wishes
through?

Shri Vaidya: Yes, they will see that

they secure proxies and carry any
pProposition through at the annual
general meeting or extraordinary

general meeting.
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Shri Sahukar: After all, we must
leave it to our nationals to be patrio-
tic enough to know that in an indus-
try, like shipping, if they have a
majority holding, they should exercise
their right. If my hon, friend is afraid
of the shareholders not exercising
their rights, there is nothing we can
do about it.

Shri Dhage: I do not subscribe to
sentiment. I am talking like a hard
practical man after calculation.

Shri Sahukar: Even with half calcu-
lation, a businessman will see to it
that he has a say in the management
of a concern in which he has his

capital.

Shri Liladhar Kotoki: I want to have
a clarification. So far as the question
of participation is concerned, it iz a
matter which involves policy. There
are other industries also besides ship-
ping. Therefore, I think we should
take these two questions apart, how to
control Indian shipping and whether
we should encourage participation of
foreign capital so that our deficiency
in shipping may be filled up, There-
fore, I think the foreign exchange
question should not be given undue
importance.

Shri Sahukar: With due respect, we
have not been able to understand the

question,

Chairman: He is expressing an opi-
nion.

Shri Akbar Ali Khan: I am sure you
will agree that there is a difference
between the shipping industry and
other industries. So far as other in-
dustries are concerned, the policy is
to have 51 per cent. But in shipping
generally the capital is the ship itself,
and in an emergency it is the second
line of defence. Keeping this in mind,
would you again advocate that we
should have 49 per cent. foreign
capital?

Shri Sahukar: After all, in the ulti-
mate analysis, the real control over a
ship which is afloat or as my hon.



friend, said, which is capital
will be on the side of the
navy. Even assumipg that 100 per
cent capital is owned by Indians,
when the ship is on the high seas, in
an emergency, if the Master of the
ship is compelled to take the ship to
a foreign country, only the stronger
navy will prevail. Therefore, my sub-
mission is that the question does not
arise,

itself,
stronge

Shri Akbar Ali Khan:
take that risk?

Should we

Shri Sahukar: That is there even if
the ship is 100 per cent Indian. Unless
we have control over the high seas,
we cannot say that we will have 100
per cent control over the movement
of the ship.

Shri Akbar Ali Khan: Taking the
special case of shipping, particularly
so far as its special necessity or re-
quirement is concerned, should we not
have a big majority?

Shri Sahukar: After all, it will be a
majority; whether it is a majority of
one or four makes no difference. To
my mind, a majority of one is still a
majority.

Shri Akbar Ali Khan: With a vmall
majority, will we have the same
weight and voice if our control were
cent per cent?

Shri Haji: I would say something
about the way the conferences work.
The argument concerning conference
is really one which is intended to fri-
ghten people who do not understand
what I may call the secret workings
of the conference system. Today we
have to remember that there are con-
ferences practically throughout the
world, whether it is Japan, Australia,
England or America, "-In these con-
ferences, the number of members is
anything from 12 to 22, sometimes
even 30, and they represent all kinds
of countries. In a conference it is only
when all the countries unite against
India that the Indian point of view

12

the

will be defeated. But normally speak-
ing, in a conference—and I have work-
ed in at least three or four conferences
for years together—the commonsense
point of view prevails, except when
an emergency like the Suez crisis,
arises, and that is where the Govern-
ment naturally comes into the picture.
There what the shipping companies
do, and very rightly—there are also
foreign shareholders in such compa-
nies—is to obtain a directive or have
consultations with the national Gov-
ernment and put their views accord-
ingly. Whether it is a question of
developing our industry or developing
our exports when in a conference
members of the conference
feel that the particular individual
is voicing the opinion of the
national Government or the require-
ments of the national industry, I have
found, whether it is the Indian de-
mand or Greek demand, that the other
members accede to it, not exactly to
the same extent that the member
wants, but to a certain extent. It is
only when the member wants definite
rights for himself, extension of his
rights or things like that, there is
opposition. So that when the represen-
tative of a shipping company in a
shipping conference either adopts a
national attitude or tries to carry out
the directive of his Government,
generally he is heard with great atten-
tion.

In the Suez Canal issue, we spoke
on behalf of ourselves and of the
Government of India. But you have
to remember that the point of view of
the Government of India was met by
the other people.

My further submission is this. Sup-
posing you have a 51:49 per cent
company, it has been the experience
that so far as the conference is con-
cerned, whether the representative is
white, black or brown, he invariably
carries out the instructions of the head
office. After all, we have to remember
that we are members of a conference
in America, Australia and so on. It
happens that only in one or two places,



we nave got Indian nationals as our
representatives. Suppose there was
some trouble in Australia. The Eas-
tern Shipping Corporation which run
lines on that side, have not got an
Indian representing them. They are
represented by a foreigner. That does
not mean that our interests there will
suffer, It is the same thing in Japan.
As a matter of fact, even in the case
of companies that have got their offices
there, it does happen that on occasions
at various ports they have foreign
representatives.

This fear of the foreigner is really,
to my mind, very artificial now after
ten years of independence. We should
shed that fear of the time when the
foreigner was working in league with
his Government against our interests,
because then we had no independence.
Now that we have our own show all
over the place and we are indepen-
dent, the fear of the foreigner has to
go. If we find that a particular fore-
igner who works for us for his bread
and butter does not serve us well or
does not behave, he has to go.

Shri Akbar Ali Khan: How?

Shri M. C. Jain: The foreigners came
here in the 16th century, We know
what happened. The same thing can
happen again.

Shri Haji: I do not mean to be cri-
tical, but we were then not a nation
but a series of small States.

Shri R. P. Sinha: I would like to
draw your attention to page 8 of their
memorandum, wherein they have
stated that by the end of the “Third
Five Year Plan that if their scheme is
accepted, India should have 2 million
tons of shipping as recommended by
the Shipping Policy Sub-Committee,
and for that Rs. 200 crores would be
required. Now, roughly speaking, 49
per cent is to come from foreign sour-
ces, that is Rs. 100 crores and 100
crores of rupees should come from the
Indian side. They have also given a
statement regarding progress of Indian
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tonnage, in Appendix II, wherein we
find that after 1951, the money that
was put in the shipping industry was
very poor—whatever was put in was
from government sources either in the
shape of loans or subsidies. They also
know what is likely to be the govern-
ment contribution during the Second
and Third Plan periods. At least in
the case of the Second Plan, the
Minister himself has said that about 7
or 8 crores may be forthcoming. This
leaves about Rs. 90 crores to come
from Indian businessmen. If they can
give us an assurance that this will be
forthcoming from the Indian business-
men and from foreign sources, then
it is worthwhile accepting their
scheme, otherwise not.

Shri Haji: Suppose Rs. 100 crores
are required from foreign sources. As
I said earlier, today ships are available
at 25 per cent. Therefore, though the
authorised capital of the company will
be that, what is required is only 25
per cent. That is why I told in reply
to a question by the Chairman that
this is the timeas to strike quickly and
to strike hard. This time may not last
for more than %, 8 or 12 months.

Chairman:
less?

You mean 25 per cent.

Shri Haji: Suppose you buy a ship
worth Rs, 1 crore. You pay 25 per
cent, i.e. Rs. 25 lakhs down, and the
ship is yours. Then you operate the
ship in the overseas trade and over a
period of five to seven years, out of
the foreign exchange earned, you pay
them. Therefore, this amount of
Rs. 100 crores from the foreigners will
only be on paper because we will
take the capital issue only to the
tune of 1/4th of the total figure.

As I said, we have to wait for about
ten to twelve years. When you
have got the guarantee of Govern-
ment cargo you have also got the diffi-
culty of tonnage so far as certain trades
are concerned. You have got the ad-
vantage of being Members of Confe-
rences where the rates are high. I



think that much of leeway should be
available.

Shri Sahukar: There is another point
also. Whenever there is collaboration
with a reliable foreign concern,
national money is more easily forth-
coming than otherwise, whatever
might be the reason. Wherever there
has been collaboration, nationals have
subscribed to the share capital, as in
the case of Metal Box Company,
Wimco Matches, leave aside Hindustan
Lever and so many other foreign
concerns.

Shri R. P. Sinha: Do you mean to
say that within this short period it
will be possible to raise the tonnage
from 9 lakh tons to 20 lakh tons?

Shri Haji: I think in the course of
eight years we should be able to do so.

Shri R. P. Sinha: You were just now
discussing about the Conferences. In
case a representative of a shipping
company of a collaborationist is to go,
Indians will be usually sent ar there
will be a mixed representation, of
both—majority and minority.

Shri Haji: These Conference meet-
ings are held normally once a week or
fortnight. Nobody goes from India.
What is done is that your agent there
—it might be an Indian, it might be
an American or an Englishman—re-
presents the concern at the other end.
Where very important issues ~rop up,
then of course somebody from the
headquarters does go. Naturally the
man that will go will be a national.
But so far as one can see, whether it
is a national or otherwise, he has to
speak to the brief provided to him by
the Board. When a national 15 not
available, it is not unusual for a com-
pany to be represented by X,Y, or Z
from Hamburg. My experience has
been that even where we have got
foreigners to represent us, we have
never been let down.

Shri R. P. Sinha: May I ask from
the witness, as he has some experience
of the working of these Conferences,
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whether it has happened that thec na-
tionals of a country have acted in a
way as to be prejudicial to our national
interest?

Shri Haji: That has not happened—
not to my knowledge.

Shri R. P, Sinha: Have you come
across some cases where, say, a man
coming from Kent, representing an
American company, may plead or side
with the British interest, where his
interest is affected and not the inte-
rest of American shipping?

Shri Haji: A very good illustration
of your question will be this. Have
American agents of Indian shipping
companies not behaved in New York
or somewhere else in America as good
carriers of the views of the headquar-
ters, even when suggestions are made
which may be against American
interest?

A man in the world of business
normally acts in his capacity as an
agent, and his countrymen would nct
look down upon him, because they
also know that X, Y, Z represents an
Indian company and they will think
low of him if he did not represent the
point of view of the country of which
he is an agent.

Shri R. P. Sinka: If the Conference
acts in a manner, or takes a decision
which is prejudicial to the interest of
India, is it possible for the Indian ship-
ping companies to approach the
Government of India to throttle the
decisions of the Conference,

Shri Haji: As I said earlier, nor-
mally speaking, when the view repre-
sented before the Conference is a
national point of view, generally,
whether it is the Indian, Greek or
British, it is respected by the other
people. But it might happen that in
cases of emergency there might be
other points of view. There we will
have to suffer, because our tonnage is
not very large. After al! among the
Members of the Conference, we are
only one in only some cases we are
two.



Here is a statement made by one of
the speakers at a Symposium on
Shipping which was held in Bombay
With your permission, I shall read it,
because it is not a secret document, It
appears at page 68 of Indian Ship.
The reference to Conference pro-
ceedings is more of imagination than
realism. From what I will read just
now you will under standthat.

“A thing which the Govern-

ment of India has hardly realised,
or, at any rate its advisers have

hardly realised, is that how-
ever powerful the Government
of India may be, to whatever

extent its writ may run in this
country, however much it may
make citizens of any kind—it ma
abolish caste among all people, it
may submerge the workers and
the capitalists together in one

common cause, it may make the
managerial establishment and the
workers belong to one category,
—there is one thing which the
Government of India cannot do,
and will not be able to do for
several decades to come, to influ-
ence adequately the decisions of
the various powerful Liners’
Conference which are entrench-
ed so well and so deeply that the
writ of the Government of India
does not run. They have to go
with bated breath and whispering

humbleness if they want to get
any little advantage out of these
Conferences. They are powerfully
established. The only way that
they can be disestablished as the

Church was disestablished out of
the Country—is to create such a
powerful independent private
shipipng interest in India that it
can stand up and threaten them,
argue with them, fight with them
and call them to their proper
glace with adequate facilities,
oth financial of its own and with
the powerful support of the Gov-

ernment behind.”
Government Members are here; they
will probably be able to enlighten you
later on. I am not aware of any in-
stance that has ever happened where
the Government of India before this
international body—may be in
London, may be in Hamburg or any-
where else—went with “bated breath
and whispering humbleness”. My
submission is that if the Government
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of India is to be reduced to this
humiliating position, the Jovernment
of India would know and should
know what to do with conspiratorial
congregations of .lhig description.

After all, remember gentlemen,
these conferences pervade all coun-
tries, all trades. I have yet to
come across a case where the Con-
ference put the Government of that
country to shame in the manner pro-
posed here that the Government of
India has been.

_Chalrma.n: Your view is that the
view expressed here is quite co'.trary
to facts.

Shri Haji: Whether it is a fact or
not you will be able to know from
Government benches.

Shri R. P. Sinha: [5 there any in-
stance in the history of the Confer-
ence where the Governments of other
countries have humbled the Confer-
ence?

Shri Haji: None to my knowledge.

Shri Sahukar: As there seems to the
considerable misgivings from the point
of view of the hon. Member that our
case is not being put properly before
the Conference Lines, may I put it
this way? We must bear in mind the
fact that the majority management is
in the hands of nationals as we have
advocated. After gll, if the majority
control is in the hands of the nationalg
of this country, then, naturally, they
will dictate to the representatives
what line to take up. .And, it stands
to reason that whoever the represen-
tative may be, as Mr. Haji ~ightly said
—he may be an American—he is
bound to represent the views of his
masters, that is, the Board of Dir-
ectors whom he represents.

Take for instance, the Communist
Government of Kerala. In fighting
the Education Bill in the Supreme
Court, they engaged a British national
as their representative to argue their



case. Was it ever suggested that the
British national did not argue proper-
ty the case of the Communist Gov-
ernment of Kerala?

Chairman; That is not the proper
instance to be brought here.

Shri Akbar Ali Khan: I want to
know, as a piece of information, whe-
ther there are many shipping com-
panies in America or England which
are capitalised by foreign capital.

Shri Haji: We have submitted a
schedule with our memorandum.

Shri Akbar Ali Khan: You have
stated it is permissible. I agree with
that. But what I want to know is
whether there are actually companies
which are capitalised by foreign capi-
tal.

Shri Haji: What we have put before
you is this. We have quoted from a
standard book published by the United
Nations called ‘Laws concerning
the Nationality of Ships’. From this
book, which is from an international
source, we have given you this in-
formation and we are no more than
mere carriers of that useful informa-
tion.

Shri Akbar Ali Khan: I understand
that. I want to go further. I want to
know actually whether there are ship-
ping companies....

Shri Haji;: This is definitely true
because 1 have read the law....

Chairman: What is the question?

Shri Akbar All Khan: My question
is whether there are shipping com-
panies in England which are foreign.
As a matter of fact, are there shipping
companies which are financed by
foreign capital?

Chairman: Is there any foreign
company which has been registered in
England as a British shipping com-
pany?

16

Shri Haji: In England it is not per-
missible to allow a foreign company
to be registered. We have to distin-
guish between a foreign company
and company with foreign sharehol-
ders.

Shri Radha Raman: He wants to
know. companies with foreign capital.

Shri Haji: I am sure that if you go
through the list of shareholdérs of
some of these British companies you
will find that there are Greek share-
holders, Norwegian shareholders and
others. But I cannot tell you whether
the proportion is 51 and 49. What I
have submitted is on the authority
of this book and on my own know-
ledge.

Shri Vaidya: 1 will submit to the
Committee in 4 or 5 days a list about
the holdings of foreign companies in
European countries—I mean the Eng-
lish shipping companies with foreign
capital. That will give you the actual
information that you want.

Shri Sahukar: As to what Mr.
Vaidya said, we have to look through
all our books in the Library. If we
are in a position to collect that in-
formation we will certainly give that
to the Committee. But the Committee
will excuse us if we are not able to
collect information; we won’t be able
to give that.

Shri Haji: If you want complete in-

formation, then, Somerset House,
London is the proper place.
Shri Abdur Rezzak Khan: I would

like to refer to page 7 of the memo-
randum. One of the reasons given
there is the possibility of bringing
large overseas tonnage on the Indian
register in view of the present buyers’
market in shipping. I would like to
know what are the precise reasons for
the low prices of ships in international
markets. My question is actuated by
the fear that when some of the useless
material is being shunted off from the
international market we people might
get things which are out of date by
paying good money.



Shri Haji: Of course, if a man
without any knowledge of shipping—
one end or the other—were to enter
the market he might become a crop-
per. But for an entrepreneur who
knows his business it is not so even
if a ship is to be sold in America. 1
will just explain the procedure which
is rational. Suppose we wanted to
buy a ship in Vancouver. What is
to be done is, the Llyods Surveyor in
Vancouver or some other competent
person would be asked to go and see
the ship. He will give an indication of
the general condition of the engine,
hull etc. Then comes the stage where
we are satisfied. Then, probably, we
will send a man from here, our
Superintending Engineer. He will go;
then the boss himself may go if the
transaction is a big one. Therefore,
no competent shipowner is likely to
be saddled with useless ships.

Shri Abdur Rezzak Khan: What is
the precise reason for these low
prices?

Shri Haji: For that you require

an understanding of the world mar-
ket which is very easy. For example,
a liberty ship which some time at the
beginning of last year was worth
Rs. 71 lakhs can be had now for Rs.-17
lakhs or even Rs. 14 lakhs. That is
where the shipowner has to be wary
all the time.

To answer you question specifical-
ly: the world market is showing a
recession and the fall is really great
for the tramp market or the charter
market. That is why the movement
of goods internationally is not so
brisk, particularly when you remem-
ber that owing to the good times that
were there, say about 1956-57, a lot
of tonnage has grown--about 110
million tons on the world altogether.
Even a little recession so far as
trampcharter ships are concerned wil}
affect them very greatly. Therefore,
if you are in a Conference Line your
loss will not be so great as if you
were a mere trampship owner.

_Shrl Sahukar: To answer the pre-
cise point made out, may I point out
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this? Sixty per cent. of the interna-
tional commerce is in the hands of the
United States and the United States
vessels carry them. With recession in
the United States there has been con-
siderable fall in international com-
merce with the United States and that
is the main reason why there is such
a tremendous slump in the freight
market and world shipping.

Chairman: That means, in the
United States there is less of com-
merce.

Shri Sahukar: Yes;
into and going out of the
States.

Shri Radha Raman: I want to get
some more information from the wit-
nesses. They have said something
about foreign capital invested in
other countries. 1 want to know the
position with regard to management in
those countries; whether it ig in the
hands of some foreign nationals or
entirely in the hands of the nationals
of the country though the capital is
foreign.

both coming
United

Shri Haji: Without going into
details of which I am not aware, I
can definitely say this. There are
foreign directors on the Boards of
British companies—whether the pro-
portion is 51:49 or according to their
holding, I do not know. But, I do not
think in those 39 countries there is
anything like what we have got; that
is, even we when allow the foreigner
to put in 25 per cent. of the capital,
he won’t have one little voice in the
business because all the directors have
got to be Indians.

Shri Raghunath Singh: If your pro-
posal is accepted, India will have two
types of companies--one will be
Indian and the other mixed type of
company, that is, Indian and foreign.
One page 18, Mr. Ramaswami Muda-
liar has stated that it will lead to
conflicts between purely Indian ship-
ping companies and these shipping
federations and that the Indian owned
company will not survive in compe-
tition.



Shri Sahukar: In the other indus-
tries also, there are hundred per cent.
Indian concerns and there are other
concerns doing the same manufactur-
ing activity with foreign participation.
Those Indian concerns which are
efficient are able to survive. There-
fore there is nothing to fear that
where there is collaboration between
an Indian and a non-Indian concern,
that only will survive.

Shri Vaidya: I would like to add
one thing. To my mind it is the
foreign investors who are putting their
money into India who should be afraid
about the safety and the future secu-
rity of their money rather than we
who will be getting the money and
who will be holding the money and the
ships under a supreme national sove-
reign government.

Shri Raghunath Singh: What I
mean to say is this. When there is
& mixed company, and foreign inter-
ests are there they will try to see that
only mixeq companies survive so far
as foreign trade is concerned.

Shri Sahukar; How could they do
that so long as the majority manage-
ment is in the hands of the nationals?
Our nationals will be in a position to
dictate the policy of that company or
the shipping line.

Shri Haji: May I just add one
word? As the majority of the cargo
moving today to and from India is
government cargo, if only government
will give their cargo to companies of
that description, why will Indian com-
panies come to grief?

Shri Harish Chandra Mathur: Do I
understand from your memorandum
that it is only because of foreign
exchange difficulties that you are
recommending foreign . participation; or
that you recemmend foreign partici-
pation even if the situation was not
such?

Shri Sahukar: There are two rea-
sons and foreign exchange is one.
Fven our own capital is not
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forthcoming and we have no deve-
loped capital in the ghipping industry.
We require such a tremendous amount
of capital which is not forthcoming
from our own country. Therefore, we
have got necessarily to supplement all
the small capital which we have by
foreign capital, if we want to reach
the targets that have been laid down
and which are absolutely necessary if
we want to save this continuous drain
on our foreign exchange position.

SHri Harish Chandra Mathur: In
view of what has been stated, because
of the present depression in the ship-
ping industry and the downward
trend of prices, the second question
need not be made so much of. Even
for 2 million tons we require only
Rs. 225 crores of capital.

Shri Sahukar: Are you satisfied
that you would get this capital in the
next five years?

Shri Harish Chandra Mathur; I
think we have to reach not only the
target of 9 lakh tons but 20 lakh tons.
Even from your own statement I
understand that the question of local
capital is not so acute. How do you
reconcile these two views?

Shri Sahukar: As was pointed out,
there are two factors; one is Indian
capital and the other is foreign capi-
tal. We require foreign capital as also
foreign exchange. I wil] explain to
our friend what we are driving at. It
is this. We are short both of Indian
capital as well as foreign exchange.
Therefore, by resorting to foreign
collaboration we can have both
foreign capital as well as foreign ex-
change.

Shri Harish Chandra Mathur: In
your memo, you have stated that in
the present state of affairs, we shall
not be able to achieve the target of
9 lakh tons even by the end of the
Second Plan. What are your teasons
for such a view, particularly in the
light of the facts and figures furnished
by those who are in the business al-
ready—figures to the effect that by the



end of the Second Plan, without any
foreign assistance, this target could be
achieved. Do you agree with those
facts and figures?
aware of them, I will state them.

Chairman: They are not supposed
to have gone through them.

Shri Haji:
brochures.

They are all in these

Shri Harish Chandra Mathur: What
I mean to say is, their conclusions are
based on one particular fact that we
will not be able to reach the target by
the Second Plan period. As against
it, we have before us certain facts
and figures which want to convince us
that without any foreign assistance we
arein a position to achieve the target.
Have they got any information to con-
tradict that? Do you think that these
facts and figures which have been
given cannot be relied upon and if so,
what are your reasons?

Shri Haji: I won't say anything
about what cannot be relied upon.
But, I can say this,

Shri Harish Chandra Mathur: I am
particularly referring to....

Shri Haji: It is all here. I have got
your point.

The difficulty began and shows itself
very nicely when we find that our
target of the First Plan we shall be
fulfilling in the second year of the
Second Plan. It has also to be re-
membered that the target of 9 lakh
tons was based upon the fact that we
do not have enougn financial resour-
ces. On top of it has come the foreign
exchange trouble. It is possible, be-
cause I have seen articles where it has
been stated a few months ago that we
will be short by 200,000 tons. I think,
probably, Government in reply to
some questions in Parliament, have
said the same. I have since seen
figures to show that we shall be short
by 100,000 tons. After that, figures

If you are not

have been given to indicate that 9
lakh tons may be reached. I hope
it will be reached. But what I want
the committee Members to remember
is this that our target is not 9 lakh
tons, but 20 lakh tons which should
be reached at as early a date....

Chairman: The question is not that.
Suppose our target is 9 lakh tons at
the end of the Second Plan, According
to the reports, it is possible without
foreign capital participation, to reach
the target with the resources avail-
able.

Shri Haji: My submission ig this.
We are having this legislation not to

-reach the target of the Second Plan.

Shri Harish Chandra Mathur: Why
do you bring that point again?

Chairman: That point is known.
It was curtailed to 9 lakh tons.

Shri Haji; May I finish my sen-
tence? We have got . . ..

Shri Harish Chandra Mathur; My
question is simple. 1 do no‘{ want
to go into the larger question. My
question is confined only to this.
You have given facts and figures to
indicate that we will not be able
to reach the target, we will be short
by 1 lakh and a few thousand tons
in any case and that is one of the
reasons why, as you have stated, we
should go in for foreign participa-
tion. As against that 1 want to ask
whether you accept the facts and
figures given here or you have some
comments to make that you think
that these figures cannot be relied
upon and we should not think that
the target would be reached.

Shri Vaidya: Past experience and
past performance is a better guide
than any expectation and hopes. I
would say this. With the tremendous
help that the Government of Inclia
is giving by way of loan, if we have
not been able to reach the target of



the First Plan before two years of
the Second Plan have gone, with the
foreign exchange difficulties that we
have today, even if the Government
has the money to give by way of
loan, which cannot be translated into
foreign exchange and w: cannct buy
ships, I do not see how....

Chairman: You have said that if
the Government of India can finance,
it can be deposited here and its
equivalent foreign exchange got.

Shri Harish Chandra Mathur: I
want you to answer a  particular
question. Could you lay your finger
on any fact or figure cited by them to
show that this should not be relied
upon and these are your reasons?

Shri Vaidya: The very simple
fact that we have reached the target
of the First Plan by 1958 is enough
evidence to show that we will not be
able to reach the target with the
resources we have at present.

Shri Harish Chandra Mathur; Why
do you forget the fact that the con-
ditions were never as favourable as
they are today.

Shri Vaidya: So far as the avail-
ability of ships is concerned. What
about the money part?

Shri Haji: If I may try to make the
point clearer, insisting upon our say-
ing yes or no to a particular issue has
no relevance in the sense of our
memorandum. Because, in our memo-

randum we do not say merely
that 9 lakh tons will not be
reached. We have further said on

page 8 that the target of 2 million tons
was fixed etc., sothat we envisage this
Bill in the sense of reaching a target
of 2 million tons which was fixed 20
years ago and which probably will
come to 25 lakhs now. The point 1
want to make is, if I may go beyond
what the hon. Member is asking......

Chairmun: That is not necessary. We
have got all that from your memo.
We have read all that.
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Shri Harish Chandra Mathur: If you
do that, I will have another ten ques-
tions to ask.

Chairman: What the question
implies is this. Suppose 2 lakh tons
fall short during the Second Plan
period. What is the foreign currency
involved in acquiring 2 lakh tons ac-

cording to your present calculation?

Shri Haji: It will come to 30 ships
which means Rs. 30 crores roughly.

Chairman: Out of this sum of Rs. 30
crores, there is mention that only 25
per cent of foreign exchange is requir-
ed in the beginning and the rest can
be paid by earnings—pay as you earn.

Shri Harish Chandra Mathur: They
have provided 50 per cent.

Chairman: Their case is, 25 per cent
is required. You require Rs. 74 crores
of foreign currency for acquisition of
2 lakh tons. If it be contended that
that this sum of Rs. 74 crores can be
provided by the provisions already
committed to by the Government of
India, namely the Development Fund
which itself comes to Rs. 7 or 8 crores.

Shri Haji: I quite agree.

Chairman: There is the Fund which
the Government have. Whatever is
repaid by way of interest will be
added. There is the depreciation fund
of the companies. You have said that
Indian currency can be converted into
foreign currency.

Shri Sahukar: Foreign exchange is
not available.

Chairman: This was the trend of
your statement. Do you controvert all
this that it can be flnanced in this
way?

Shri Haji: I think I made it clear
that the deficit of 200,000 tons may
even be reduced to 100,000 tons or it
may come down to 58,000 tons, if we
take all possible resources. But, the



point we are making in our statement,
on which I hope you will hear me, is
that we are not talking of 51:49 in the
sense merely of getting at the target of
the Second Plan. Our approach to
the whole problem is visualisation of
20 lakh tons.

Shri Harish Chandra Mathur: I will
come to that later.

Shri Haji: We have to remember
that the Minister himself has stated
that the position will be very difficult
about foreign exchange for shipping
in the Third Plan.

Chairman: It comes to this
you are more particular about
fulfilment of 20 lakh tons.

that
the

Shri Haji: The overall target.
Chairman: The question is so far
as the 9 lakh tons......

Shri Haji: That I have answered:
by scrapping here and there, we can
reach it.

Shri Harish Chandra Mathur: In
view of the most advantageous condi-
tions which are obtaining at present,
will you not recommend that the
Government of India should go all out
in their effort to set up a Corporation
and find Rs. 25 crores which should
not be very difficult and have the 20
lakh tons within 3 or 4 years?

Shri Sahukar: Where is the Gov-
ernment of India going to get foreign
exchange?

Shri Harish Chandra Mathur: I will
come to foreign exchange. Don’t you
think that the Government of India
cannot make a better investment than
in setting up a Corporation for ship-
ping at the present moment because of
the most advantageous conditions?

Shri Dhage: Why should not the
Government undertake this proposi-
tion?

Shri Harish Chandra Mathur:
can get foreign participation.

You
The
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Government of India can get foreign
participation. Because money is
scarce and private parties may not
find Rs. 25 crores, don’t you think that
the Government of India holding the
whole thing will be in a stronger
position?

Shri Dhage: The Government of
India is required to release foreign
exchange in one instalment.

Shri Harish Chandra Mathur: Can
they suggest any better investment
for the Government because of the
present most advantageous conditions
than to invest in the Shipping Corpo-
ration?

Shri Sahukar: Speaking very frank-
ly, we would prefer the shipping
industry to be in private hands for
one thing. For another, as it is,
there are so many conflicting demands
on the limited financial resources of
the Government of India that we are
not sure whether the Government
of India would be in a position to
find the requisite finances.

Shri Harish Chandra Mathur:
Please do not go to that. Do you
think that the Government of India
can invest their money in anything
better because of the foreign exchange
earnings, because of better profits?

Shri Sahukar: That is for the
Finance Minister of the Govern-
ment of India.

Chairman: They are unable to
express an opinion on that.

Shri Sahukar: Yes.

Shri Harish Chandra Mathur:

Don’t you think that this is the most
profitable business because of the
conditions which they have been
stressing so far?

Shri Haji: The fact of the matter
to my mind is this. The Government

is so poor in resources with regard
to fundamental things. Our friend
is talking about investments. A poor



man does not think of investment. A
poor man has to think of how to earn
higs daily bread. Our Government
unfortunately is in a flnancial position
where they cannot provide Rs. 25
crores, but a suggestion has been
made. . .. '

Shri Harish Chandra Mathur: I am
not asking them about the resources
of the Government., I am asking
them only from the business point
of view. The Government of India
is going into so many things in the
public sector. Is it not a fact that
the Government of India can invest
their money in nothing with greater
advantage than shipping?

Shri Dhage: I will put this proposi-
tion in another way. From the
memorandum and the evidence that
we have heard so far, two or three
points emerge, One is that Indian
capital is shy. The other is, because
it is shy, the Government of India
has come out giving them loans, and
because the private interests did not
take the loans at the rates at which
they were offered, the Government
of India was obliged to reduce the
rates. Thirdly, on freight charges
alone India has to pay Rs. 160 crores,

and since it is a profitable proposi-
tion . . .

Shri Harish Chandra Mathur: And
particularly at this time when ships
are so cheap. The Dutch do not know
what to do with their ships

away
from Indonesia, and the British are
producing so much tonnage. The

Government of India has to provide
the facilities to the private industria-
lists; they have also to provide them
the foreign exchange that is neces-
sary to purchase the ships etc. If
that be the case, if the Government
of India has to finance them, give
foreign exchange, give them, cargo
etc, to carry and bring back, would
it not be feasible for the Government

of India itself to carry on this busi-
ness?

Shri Sahukar: On ideological
grounds, we are against the Govern-
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ment entering private trade, to be
very frank,
Shri Harish Chandra Mathur:

Don’t you think it would be a better
way of helping our industry to try
to raise loans particularly from the
World Bank and other institutions
for the little foreign exchange of
another Rs. 10 or Rs. 15 crores that
we require, rather than allow foreign
participation and have all the trouble?
Why not try to arrange certain loans
rather than allow foreign participa-
tion in this particular enterprise
which is a basic industry and of
national importance?

Shri Haji: So far as taking a loan
from the World Bank is concerned,
a lot has been said about some
letter which tde chief of the Bank
wrote some time ago, but after that
we have been told that the World
Bank has refused to come to the aid
of shipping, though they are prepared
to come to the aid of ports. How far
the Government can succeed in
changing the mind of the World Bank
I do not know. But when the Gov-
ernment is satisfied that no efforts
are going to be successful, or does
not make any efforts, to Kkeep on
urging the Government to do some-
thing to my mind as a practical man
has no meaning.

Similarly, if you will allow me, it
has been said that Rs. 150 crores go
every year by way of freight, and we
also spend a handsome amount by
way of freight on our food imports.
It is asked in one of these articles:
why does not the Government of
India give us Rs, 25 crores to buy
ships under these very favourable
conditions?

Shri S. K. Patil: There is a little
misunderstanding. The Government
of India never made any approach
to the World Bank to include ship-
ping. It is not that we got a rebuff.
It was suggested the Government of
India might have approached the
World Bank for a shipping loan and
that it was not given. It is not a



fact. We have not approached the
World Bank for shipping because
shipping is not in the core of our
Plan, We have not done that,

Chairman: Therefore I should add
that Mr. Haji, while speaking before
this Committee, should speak some-
thing which is within his knowledge
and not from heresay. Just now
what he said has been controverted.

Shri Harish Chandra Mathur: I
only wanted a reply to this simple
question, whether he would prefer
such a loan or he would prefer
foreign participation. I do not
know what his answer is.

these
answer.
with the

Chairman: But it is not for
witnesses to give a direct
We can raise this point
Government

Shri Harish Chandra Mathur: But
they have based their memorandum
simply on the fact that there is
foreign exchange difficulty and that
we cannot get out of it, that there
is no way out. If we can get the
money, don’t you think they would
prefer it?

Chairman: It is a
opinion,

question of

Shri Harish Chandra Mathur: Why
does he think that this depression,
these favourable conditions, will last
only for six months or so? What
is the information in his possession
which leads him to say that it might
last only for six months. Instead of
a general statement, we would like
to have factual information on this
point so that we may draw our con-
clusions whether these conditions
would last only for a few months or
are likely to last much longer.

Shri Sahukar: With regard to the
first question, we have come here not
to discuss any ideological principles,
but to discuss the Bill. As to why
Government should not themselves
own a shipping corporation and
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subscribe capital, that is not for us
to answer.

So far as the second question is
concerned, again there seems to be
some recovery in trade. As the
United States trade is once again
slightly on the up grade—it might be,
we do not know—a recovery might
occur, and if there is more of com-
merce, naturally once again there
will be greater demand for ships and
therefore the rates might go up.

Shri Harish Chandra Mathur: I
thought they had information about
the tonnage that was idle and specific
reasons to come to the conclusion that.
this state of affairs is or is not likely
to continue.

Shri Haji: On these matters we
can only talk of tendencies.

Shrimati Savitrl Nigam: 1 wanted
to ask about the World Bank which
has been answered to some extent.

As far as foreign participation is
concerned, I am not against it if we
have sufficient control, but I want to
know what would be the position in
case of war if the foreign investor
joins one bloc and India supports
another bloc.

Shri Sahukar: After all, under the
Act, the control will be in the hands
of the Government of India, and
therefore, the Government of India
would be in a position to issue a
directive to the master of the ship
and bring it into the Indian port.
That is very simple to my mind. Or,
the Government of India by means
of its Navy will requisition the ship.

Shrimati Savitri Nigam: What
would be the position of those ships
which are not in Indian shores?

Shri Sahukar: That would be
entirely dependant upon the strength
of the Navy. If our Navy is in a
position to run its writ on the high
seas, it would be in a position to
bring back the ship here; otherwise



we would not be able to do it
whether the control is 100 per cent
Indian or not.

Shri Haji: If ships are in foreign
ports and the foreign country is our
enemy, you will never see those
ships again until after the war. That
happens everywhere. We got hold
of German ships, the Germans got
hold of British ships and so on.

Chairman: Is there any real cause

for apprehension on the part of
indigenous shipping companies tha.t,
if foreign participation in capital is

allowed, absolutely foreign interests,
with the help of participants within
the country, may float companies and
register and being in a much more
advantageous position financially,
may enter into cutting down rates,
because in the overseas trade the
Government. of India can have no
control in the matter of freight rates?
Is it possible that such interests,
just having a semblance of a com-
pany here, giving 51 per cent to our
nationals, entering into competition
with indigenous concerns and thus
put them into difficulties so far as
overseas trade is concerned?

Shri Sahukar: By cutting down
their rates, I would understand they
would be cutting their own throats.

Chairman: But they have done so
on some occasions,

Shri Sahukar: Ours is a sovereign
Government, and after all, our
Government would be in a position,
so far as the company registered in
India is concerned, to . . .

Chairman: They can control coastal
trade, but so far as overseas trade is
concerned, the Government of India
have no control.

Shri Vaidya: In the past, competi-
tion has taken ©place in Indian
coastal shipping when we did not
have coastal reservation, between
foreign-owned ships and Indian-
owned ships. As far as the inter-
national freight market is concerned,
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it is controlled by these conferences.
So, when they reduce the rate for
us, they would be reducing the rate
for the American, British, Japanese
and German ships also. They also
will have to operate at a loss.

Chairman: You say that these
rates, for instance between Calcutta
and London, as regards any parti-
cular commodity are fixed by these
conferences.

Shri Vaidya: Yes, All these
decisions are taken by the confe-
rences. So, there cannot be any
competition between one set of
companies and another,

Shri Dhage: The Indian Govern-
ment will give all their cargo to

Indian ships,

Chairman: That is another matter.

It is not only Government cargo.
There are other cargoes also.
Shri Vaidya: Let us take another

analogy. If the Government of India
is going to start an oil refinery and
have its own oil company, we know
there is an international cartel or
monopoly in oil. If they decide to
reduce the world oil price . . .

Chairman: That
another matter.

isp  absolutely

Shri Vaidya: That is not likely to
happen unless they all decide to
ruin us,

Shri Sahukar: And ruin themselves
in the process.

Shri Haji: In the history of ship-
ping, rate war has normally occurred
only when somebody from outside
wanted to enter a preserve. Rate
wars do not normally occur just to
spite each other.

Shri Vaidya: Between conference
members and non-conference mem-
bers, not between conference mem-
bers.



Shri S. K, Patil: I do not say that
you are not honest in the views that
you have expressed, but do you
really Dbelieve with your wide
experience, knowing shipping as you
do, knowing its ultimate control of
any national Government in any
emergency not to speak of war, that
merely because there might be a
chance of getting one or two direc-
tors more which hitherto they did
not get, that this raising to 49 per
cent is going to induce capital in such
a measure—] am not talking of one
or two—as to enable the Government,
as you say, to fulfil its target?

Between the two, you have got to
choose. You are depending upon the
possibility of foreign capital which
you feel would be coming to a certain
extent or to the extent that would be
agreed upon. But that might mean
that you may be hurting a section of
the shipping industry or the shipping
interests who are exactly of the
opposite view. Weighing the balance
of advantages and disadvantages to
the country, in the larger interests
of the nation, would you still advise
that this capital would be forthcom-
ing in the manner in which you
think it will be forthcoming?

Shri Sahukar: May I reply to this?
I must make our position quite clear,
that we have not the slightest inten-
tion of hurting any interests at all.
We are looking at the problem
entirely in the national interests,
and we do sincerely feel that if the
door is kept a little wider open for
foreign interests, we may be able to
get the required capital—both capital
as well as the foreign exchange
content—and thereby reach the
target that we are aiming at.

Shri S. K, Patil: I am not making
any allegations. Your services to
the country are too great to make me

suggest any allegation. I am not
suggesting any allegation at all
Here are the two positions. You

merely expect that if we make it 49
per cent, there is this possibility
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that the foreigners may take part in
the equity capital As against that,
there is a volume of opinion in this
country among the shipping interests,
which is of the opposite view. I am

not talking of the opinion of any-
body and everybody, for there are
people who want not 25 per cent
but one hundred per cent even,
but I am talking of the opinion
that is prevalent among some

shipping interests, and they feel that
their interests may be hurt. I am
not saying that you are hurting them.
But their interests are hurt. There-
fore, when you balance the pros and
cons of the position, do you still
think—I am not saying that there is
such a chance—that any Government
which launches on a Plan like this
could take that risk on the mere as-
sumption that if we open the door
a little more, a larger amount of
capital] would be forthcoming? Re-
member also that Government is con-
trolling everything, including the pro-
fits that they may make. Would the
foreigners, knowing everything, know,
ing that the Government of India or
any Government for that matter would
do this, rush with greater capital,
even if we make the doors open a
little wider, because we are giving
them a few positions on the board of
directors? For, they are not getting
any genuine or real power; they will
have to walk away any time we like.
Should we take such a risk? Would
you seriously advise us, the Govern-
ment of India—I am merely asking
for your advice; I am not saying any-
thing in any critical manner—to take
such a risk as to have our doors open
for foreign capital to the tune of
Rs. 6% crores? That is the figure I
have worked out here. Hon. Mem-
bers of the Committee would also be
interested in this.

According to present world prices,
as Mr. Haji would know, the price
more or less per ton—of course, no-
body buys a ship of a ton’s capacity;
usually, it is worked out for 10,000
tons or so; but I have worked it out
for one ton—comes to Rs. 1250. It
works out of Rs. 1:25 crores for a
ship of 10,000 tons, apart from taking



5 per cent or 10 per cent or some such
figure. Therefore, even assuming that
2 lakh tons is the shortage in the
present 9 lakhs tons—that is not so,
but even assuming that it is so—it
will cost us about Rs. 25 crores
in ready money to meet the prices of
new ships. According to Mr. Haji—
and it is a correct thing that he has
said—we have got to give 25 per cent;
that means 25 per cent of Rs. 25 cro-
res, that is, Rs. 6} crores. That is the
foreign exchange component just now.
Of course, the internal money would
be quite substantial. But this will be
the foreign exchange content. What
I am merely asking you, because you
are experienced people in this line—is
whether for the prospect of this, we
should open the doors so wide as to
hurt the interests positively? At the
same time, do you expect that in the
interests of the nation this is a scheme
that we should undertake?

Shri Haji: Is it your question that
the foreigner will not invest any
money in a shipping enterprise on the
basis of 49 per cent, because there are
so many controls and so on and so
forth, and whether he would take the
risk of coming to this country?

Shri 8. K. Patil:
equity capital.
matter.

Shri Haji: To that, my reply would
be that from our experience and
knowledge of scores of other indus-
tries in which collaboration with the
foreigners has been available, as in
the matter of typewriters, ink,
pharmaceuticals and so many other
things, where capital is coming for
these industries, I do not see why
capital should not come for the ship-
ping industry also.

I am talking of
Loan etc. is a different

Shri R. P. Sinha: Have you carried
on any actual negotiations in this res-
pect?

Shri Vaidya: There is a very impor-
tant aspect of this question, to which
I would like to make a reference.
And that has been our experience in
other industries. Shri R. P. Sinha
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just asked whether we have had any
negotiations. Yes, we have had
negotiations, and we know that for-
eigners are willing to come, but they
are not willing to come on the pre-
sent basis, but they are willing to
come on the revised basis.

There is another aspect of it, which
is operating in other industries, and
which is bound to operate in the ship-
ping industry also, and it is this, that
as the profitability in the particular
industry, say, shipping in this case, in
foreign countries goes down, the
chances of foreign capital coming into
our country where the profitability
still remains are greater. The reason
is that we can insist, and our Gov-
ernment by all means can insist, as
the U.S.A. Government has insisted,
that 50 per cent of our foreign trade
will be carried on in Indian bottoms,
that is, Indian ships. So long as that
condition is imposed, the run of ships
between Indian and foreign ports
would be a profitable proposition, al-
though there may be a recession in
the world market—and that has hap-
pened in other industries where huge
factories in foreign countries have
been partially closed because the
market for their products has gone
out because of new developments;
but in our country, the market
for these things remains and
their surplus funds are available for
investment in our country today to
develop those very industries which
are finding it difficult to carry on in
any other country, because in our
country, the conditions are different,
for, ours is an under-developed coun-
try. Government controls are there,
of course, but the scheme of
Government assistance is larger, be-
cause we want to develop our indus-
tries. And shipping industry is a
necessary industry, for strategic rea-
sons and for economic reasons; so, the
profitability in this industry would
remain.

Therefore, my humble ' submission,
on the basis of our experience and our
negotiations with outsiders, is  that
foreign capital would be coming in



on this basis. It may be 49:51 or
55:45, and that would depend on the
merits of the case. ,

Shri Akbar All Khan: Do you think
that foreign capital would be coming
in in a substantial manner?

Shri Vaidya: Yes, to the extent that
is required by us. As Mr. Haji has
explained, we are not merely taking
a short-term view of the 9 lakh tons,
but we are thinking of the 25 lakh
tons target to be achieved by 1866.

Shri R. P. Sinha: You have stated
in your memorandum that we would
get about Rs. 25 crores by way of
foreign capital?

Shri Vaidya: Rs. 25 crores over the
period that we have mentioned in it.
We are quite confident of that. And
we have had contacts with foreigners.
So, it is not merely our guess. It is
not our imagination, but it is based on
our contacts.

Shri R. P. Sinha: Which are the
countries that you are thinking of?

Shri S. K. Patil: For shipping?

Shri Vaidya: Even a country like
Switzerland, which is not directly a
maritime country, and which has sur-
plus capital, is prepared to invest
capital in our country.

Shri R. P. Sinha: Also Arabia?
Shri Vaidya: Yes, Arabia too.
Shri 8. K. Patil: For shipping?

Shri Valdya: Yes. For, they have
got surplus funds and as the Minister
knows it better than I do, in Switzer-
land today, money has been invested
in buildings, because they cannot find
a better way of investing their money.

Arabia has been mentioned. Then,
we have U.S.A,, Belgium and Japan.

Shri Harish Chandra Mathur: I
have not been able to appreciate why
the foreigners are not prepared to
come on the basis of the present con-
ditions, if, as has been stated by our
friend there is such a profit, and there
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is such a guaranteed business in India,
and such a recession elsewhere.

Chairman: 1 think they have
answered this question partly when
they said that under the present con-
dition, cent per cent directorate is
Indian, whereas under their proposal,
they require only a partial represen-
tation; the control will remain with
Indians, but they will remain as the
minority and look to their interests.
That is their explanation.

Shrimati Savitri Nigam: What safe-
guards do you suggest to encourage
our own one hundred per cent Indian
national shipping industry as against
cut-throat competition from foreign
companies, that is, especially the
newly formed shipping concerns with
foreign participation.

Shri Sahukar: We do not anticipate
any cut-throat competition. If
they enter into cut-throat competi-
tion, then they are likely to cut their
own throats.

Shrimati Savitri Nigam: But it has
been suggested that they may come
into competition.

Shri Sahukar: They may, but we
do not think that there will be cut-
throat competition.

Shrimati Savitrl Nigam: What is
your opinion about the suggestion that
instead of 51:49, it should be made
60:40, so that there may be a stricter
Indian control over the shipping
industry?

Shri Sahukar: So long as there is a
majority in our hands, the control is

strict. It is in order to give them
maximum inducement, that we are
suggesting 49:51 ratio. Or, it may be

a few per cent more this way or that
way, but that would not matter. But
we would certainly like to keep the
majority control in our hands.

Shri R. P. Sinha: Kindly turn to
appendix I of your memorandum, in
which you have stated that 89 per
cent of the private sector is owned
by the shipping companies who are
members of the Indian National



Steamship Owners’ Association. This
Association controls 89 per cent of the
shipping tonnage in the private sector.
But can we suppose that the other 11
per cent. of the shipping companies is
represented on this Association? And
this 11 per cent may consist of
smaller ones. Do I presume that you
are voicing the interests of the smaller
people in the shipping industry?

Shri Haji: Those that are members
of the INSOA have been indicated in
the Table with double asterisks.
Those that are left out number
about seventeen and these are small
companies which are not members of
this Association.

Shri R. P. Sinha: Are they all mem-
bers of your organisation?

Shri Sahukar: Not all of them, but
only a few of them. Even the big-
gest company is also a member of
our organisation.

Shri R. P. Sinha: What about those
who are members of the INSOA? Are
they members of your organisation?

Shri Sahukar: Not all of them. But
the largest of them are our members.
We cannot claim that all of them are
our members.

Shri Vaidya: Even the members of
the INSOA are our members. We do
certainly represent the interests of the
small man.
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Shri Dhage: We have had the plea-
sure of listening to these gentlemen
who have taken great trouble to come

here. We thank them for it.
Chairman: 1 think we can con-
clude now. I must thank the wit-

nesses for taking the trouble to come
to Delhi and enlighten us in a matter
of which, I may say, some of the Mem-
bers are quite ignorant. In a difficult
task like this, we very much value the
experience of the members who have
been directly in the line. Some of
them have been practically the ori-
ginators of the shipping business in
India, and we are very much thank-
ful to them for giving us their frank
expression of opinion in reply to ques-
tions that have been asked by Mem-
bers. It is not to be inferred that
Members have asked them with any
dogmatic approach; it is mostly for
elucidation of facts that they have
asked many questions. On behalf of
the members of the Joint Committee
and on my own behalf I thank them
for coming and assisting us.

Shri Sahukar: On behalf of my
colleagues and myself, I thank you
and the Members of your Committee
for giving us such a patient hearing,
for one thing, and for another, extend-
ing to us the privilege of making our
humble contribution to the delibers-
tions of this Committee.

(Witnesses then withdrew)

(The Committee then adjourned)
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WITNESSES ExAMINED
The Indian National Steamship Owners’ Association, Bombay.

Spokesmen:
Shrimati Sumati Morarjee
Dr. A. Ramaswami Mudaliar, M.P.
Shri Pratapsinh Shoorji Vallabhadass

{Witnesses were called in and they

took their seats)

Chairman: Now we have before us
the representatives of the Indian
National Steamship Owners’ Associa-
tion. Shrimati Morarjee is the Presi-
dent and she will introduce to us the
other members.

{The other witnesses were introduced
to the Committee)

Chairman: Would you like to read
out a further statement in support of
the memorandum you have submitted?

Shrimati Sumati Morarjee: Yes.

Chairman: You may read.

(Shrimati Sumati Morarjee then read
out a statement, copies of which were
circulated to members—Appendix.)

Shrimati Sumati Morarjee: Now
I would like to ask Mr. Mudaliar to
supplement what I have stated.

Shri Ramaswami Mudaliar: If the
Chairman and the members of the
Committee want to ask questions, I
would be glad to reply to them.

Chairman: If you have anything
further to add to the statement of
Shrimati Sumatiben Morarjee, we will
be glad to hear that.

Shri Ramaswami Mudaliar: I would
like to emphasize some points which
are already covered by the memoran-
dum. The first question in the memo-
randum is the question of enunciating
a policy about Indian national ship-
ping. Such a policy is enunciated in
many of the Acts of other countries.
The United States particularly has a
preamble and a statement of policy in

Dr. N. P. Mehta
Shri M. J. Buch
Shri N. T. Khandwalla

the Mercantile Marine Act, which
was adopted by the Congress in 1936.

Chairman: May I just intervene?
Being a Member of Parliament, you
yourself know that though previously
we had preambles to the Bills, now
that practice has been discontinued.
So, against that background, do you
again want to argue on that matter?

Shri Ramaswami Mudaliar: This is
such an important matter and further
a policy had not been laid down
statutorily at any time. So, I feel it is
necessary to make an exception with
reference to preambles in this case.
People should know, shippers should
know, shipping companies must know
what is the aim and object of the Gov-

,ernment in developing this mercantile

marine so that it can be brought to the
notice of foreign companies, important
ship owners. So I do put a certain
amount of emphasis and attach a cer-
tain degree of importance to the state-
ment of policy being contained in the
preamble or the first clause of the
Bill.

Chairman: If you make any broad
declaration of policy in the preamble,
if it is not incorporated in the main
provisions of the Act itself, how will
it help you? This is only a declara-
tion of policy. Unless there is speci-
fic provision in the Bill itself, it may
lead to complications as there will
be conflicting interpretations by the
law courts.

Shri Ramaswami Mudaliar: The
policy statement will be the goal, the
target.

Chairman: But if that declaration of
policy is not incorporated in the main
provisions of the Bill, how will it help
you?



Shri Ramaswami Mudaliar: It will
be a guide to the officers that you may
appoint for the purpose of guiding
Indian national shipping.

Chairman: You may proceed.

Shri Raghunath Singh: The boards
are not bound by the preamble.

Shri V. K. Dhage: The witness is
making out a case with regard to the
advantages of a preamble being there.
So, we need not consider the legality
of it here. Even if we are not going
to include it in the Bill, we should
have the advantage of listening to his
views.

Chairman: Certainly we shall listen
to him. I referred to it because he,
being a Member of Parliament, is
aware of it.

Shri Ramaswami Mudaliar: I am
quite aware with the background of
over 40 years of legal training that
a preamble does not bind any court
and the courts do not take mnotice of
the preamble. But preambles still
continue to exist in most Acts in
most countries. They have a purpose to
serve. It is not meant for interpreta-
tion of any statute by the court. It
has another purpose to serve. But I
must leave it at that.

The second question, which the
President of the Indian National
Steamship Owners’ Association has also
touched, is about clause 12, the defi-
nition of “Indian shipping”.

Shri V. K. Dhage: We are willing
to listen to you on the point that you
were just making as to why the pre-
amble should be there. We would
like to know what you have got to
say about it.

Shri Ramaswami Mudaliar: That is
an important consideration so far as
shipping interests are concerned.

Shri V. K. Dhage: You can eluci-

date upon it.

Shri Ramaswami Mudaliar: I think
I will leave it at that.

593 LS.—3.
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Shri 8. K. Patil: He has already
stated that it should be there.

Shri Ramaswami Mudaliar: In this
connection, I will read the preamble
and the policy statement, as contained
in the United States Mercantile Marine
Act of 1936. And I think it has been
repeated in all the amending Acts. It
says:

“An Act to further the develop-
ment and maintenance of an ade-
quate and well-balanced American
mercantile marine to promote the
commerce of the United States, to
aid in the national defence, to
repeal certain former legislation
and for other purposes”.

That is the preamble. Then it says:

“Be it enacted by the Senate and
House of Representatives:

(1) Declaration of Policy. It is
for the national defence and
development of its foreign and
domestic commerce that the United
States shall have a mercantile
marine sufficient to carry its
domestic water-borne commerce
and a substantial portion of the
water-borne export and import of
the United States and to provide
shipping services on all routes
essential for maintaining the flow
of such domestic and foreign
water-borne trade at all times,
capable to serve as a naval and
military auxiliary in times of
war or national emergency,
owned and operated under the
United States’ flag by citizens
of the United States insofar as
may be practicable and composed
of the best quality of the safest
and the most suitable types of
vessels constructed in the United
States and manned with the
trained and efficient citizen per-
sonnel. It is hereby declared that
the policy of the United States
is to foster the development and
encourage the maintenance of
such a mercantile marine.”

This is the policy statement, and it is
reproduced in the memorandum alsa.
Something on those lines, though not
as exhaustive as that, I thought,



would be the guiding principle to
those who are engaged in working the
mercantile marine of this country,
both on the side of the private enter-
preneurs and the public sector and
on the part of those officers or boards
which may be established for carrying
out certain policies of the Govern-
nent in this respect. That is what I
~vanted to submit.

Now, regarding the second point,
there has been some amount of con-
troversy about the definition of
“Indian shipping”. . The India ship-
ping companies were most certainly
surprised at the definition of “Indian
shipping”. Indian shipping’ can be
owned by individuals. It can be
owned also by companies. If an
ind.vidual owns it, he must have 33
out of 64 carats, a majority shares.
[ leave aside for the moment the
ownership of individuals. That can
be discussed later. Then comes the
clause that

~ “any Indian company, register-
ed in India, can own Indian ship-
ping under the Indian flag”.

It is put as absolutely and clearly as
that. Take the most extreme
example. A foreigner can establish a
company with 100 per cent capital
in “this country and can own ships
and ply ships, registered at the
registers in various ports in Ind.a,
flying the flag of the Indian nation.

In the first place, there is no limi-
tation to the area in which th.s Indian
ship, as defined by me, owned by the
foreigner can ply. It means that he
can participate in the export trade of
India. Only recently, as a matter of
policy, the export trade was reserved
to Indian shipping. By that, of course,
we understand sh.ps maintained by
Indians, owned by Indians and
managed by Indians. Now, the whole
idea of coastal reservation at once
goes overboard if we say that any
foreigner, by the fact that he has
registered his company in India and
nas  brought the capital from his
sountry to Inda, can’' do the same-
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thing with reference to coastal re-
servation. Coastal reservation is made
a mockery in that case, because the
very foreign ships were carrying out
the coastal trade previously. It is
only a few years ago that Government
restricted Indian coastal trade to
Indian coastal ships. Now it is a
reversal of the most extreme kind, and
I do not know whether the implica-
tion of that was quite realised by those
who drafted this definition.

Now, let us go to the foreign trade
of Ind.a. I speak with some hesita-
tion. but there is no vacillation in my
opinion or any lack of conviction on
my part. Indian shipping companies
have entered the foregn trade of
India only since independence. When
30 years ago the Scindia Steamship
Company had one or two vessels
going to UK. and Continent, they
were forced to withdraw the vessels.
Our shipping compan es have entered
this foreign trade, i.e., carrying goods
from India to any country abroad and
bringing goods from that country to
India only after independence. The
two principal compan es that are in
that trade are, first and foremost, the
Scindia Steamship Company and then
the India Steamship Company. Our
trials and tribulations, as my sister
described, in enter ng into this trade
and getting the membership of, what
is called, the “Conference” need not
be repeated at this table. We had a
great many difficulties. We were
never allowed to enter that trade.
We were discriminated against by the
rebate system which preva’ls in all
conferences. Shippers were told that
if they ship their goods, whether from
India or to India, the rebate which
they expect six months after earning
the rebate would be lost and theyr
would be put on the black list. We
have only a few ships. We cannot
guarantee that we could carry all that
trade; much less can we have any
opportunity of guaranteeng the
reverse trade. Trade is a two-way
traffic and in shipping, more than
anything else, there cannot be hundred
per cent guarantee of goods from one



country to another by national ships
of that country. Even the powerful
American Government, whose tonnage
exceed that of any other country,
have only stated that 50 per cent of
American cargo, and that too foreign
cargo, should be carried by American
sh'ps; 50 per cent, half the cargo.
Now, in that state of affairs, we had
to fight for entry into the Conference.
We were admitted as associate
members in 1949 and then, later, we
became full members. Associate
members can only appear at the table
and argue. But they cannot vote.
Full members can appear at the table,
argue and also have a vote. It is
true that we are in a minority; two
votes against 30 other votes that are
round the table. The conference is
composed of several shipping com-
panies of the United Kingdom, Ger-
many, Holland, Scandinavia, France,
Italy and so on.

Now, we have had difficulties enough
to make our position clear or even
to carry out Government instructions,
occasionally given sub rosa, if I may
say so not too openly, with reference
to the case that we put before the
Conference. Fortunately, the Indian
National Steamship Owners’ Associa-
tion having come into existence, we
could speak with one voice although
we were two or three representatives
at the Conference table. And it is
necessary that the national shipping
of any country should speak with
one vo‘ce. I have attended the Con-
ference from 1949. The last time I
attended the Conference was on
the 26th June at Brussels—
I am just returning from there
—and I can assure you that in every
country the shipping of that country
speaks with one voice. There is one
spokesman. Or, if there are more than
one speaker, they supplement each
other’s views; they never disagree
with one another. It is the first im-
portant fact that has to be real‘sed.
What will be the position if all the
shipping companies flying the Indian
flag are also members of the Confer-
ence—I am speaking of the 100 per
cent -capital owned, foreign compa-

33

nies flying the Indian flag—what
will be the position if they are also
members of the Conference, as they
are bound to be? Every shipping
company is entitled to be a member
of the Conference—provided they are
admitted. They certainly will be
adm’tted without any difficulty what-
soever. Can we expect that the
voice of the Indian Steamship Com-
pany, in the Indo-U.XK. Continent
trade, will be fortified by the voice
of the Mogul Line which is now
existing, if it were to do overseas
trade. Take any other foreign ship-
ping company. Dutch or English.

Shri Akbar Ali Khan: Will they
not be bound by the mandate?

Chairman: Let him proceed.

Shri Ramaswami Mudaliar: Will
they speak with one voice and
expound the same_ views openly and
privately? Because, there are many
discussions also in private.

Chairman: Could you give us some
idea as to what are the main degi-
sions arrived at at this Conference?

Shri Ramaswami Mudaliar: I will
give you some of the decisions:
lowering the freights on certain arti-
cles, ore for instance; not levying
a surcharge on the cargo at some of
our ports because there has been
great delay in those ports; reducing
the additionals at some of the way-
side ports or the principal ports, as
we call them, like Kandla. Take this
one question of surcharge. The
Government wrote to me and asked
me to go and represent—it is private,
because it cannot be a governmental
thing—to see that the surcharge is not
levied. It was in 1956. I went to the
Conference. We were both united. I
gave all the reasons that I could put
forward. I said that I was myself a
member of the Vasisht Committee
which looked into the question of the
dockers—the principal question was
ubout the dockers going slow—and I
suid it would be suicidal to the trade
of the country and it would be con-
sidered almost a hostile, an unfriendly



act. ] argued that this line should
not levy this surcharge. They turned
it down and said, “What about the
American lines? They have already
said that they would levy a surcharge
of 40 per cent.” And there are Dutch
lines and all sorts of lines. And the
Government said, “Will you proceed
to America and try to meet the
American shippers there?” I wrote
to the Consul-General in New York.
I requested him to arrange a meet-
ing with the American shippers. I
attended that meeting. There were
twenty-two shipping companies. I
again argued for two hours. I was
subjected to a more terrible cross-
examination than I hope I shall be
subjected to in this Committee. And
I am glad to say that I was able to
wire to my Government to say that
the Americans are also withdrawing
the surcharge.

Do you consider that with the same
wholeheartedness a foreign shipping
company established in this country
would argue for the removal of sur-
charge? It was in our own interests
and of the Government and of the
commerce and trade of this country.

Take again the question of differ-
entials of freights for ports. In that
Conference there is a recognition of
what are called basic ports. Madras,
Calcutta and Bombay are considered
to be basic ports. And any other port
is considered to be a subordinate port
for which an additional will have to
be levied. Their justification for
that is: in these main ports we get
enough cargo, we can go straight, but
in the others it is scarce and therefore
we have to make a special voyage and
lose time and therefore an additional
freight is desirable. For Kandla there
is a 10 shilling additional to what is
levied for Bombay or Calcutta. That
is to say, if you pay 100 shillings per
ton of ore for Bombay—now it is 60
shillings, it has been reduced, that
is another story—but to take the
same ore from Kandla you will be
charged 110 shillings. In the last two
years we have been pressing this point
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again and again. The Chairman of
the last meeting said “it is a hardy
annual”. My friend representing the
Scindia Steamship Company said, ‘“No,
it is a hardy quarterly” because every
quarter this meeting takes place; the
annual one is a big Conference. So
at every Conference we raised this.
Last time we said, ‘“Look, the Gov-
ernment of India has spent ten to
fifteen crores of rupees in developing
the Kandla . port, but you say the
facilities are not enough, the cargo is

not enough”. It is like the mad man
wanting to have a wife. The faciii-
ties will not increase unless the

shipping goes there, and the shipping
will not go wunless the facilities
increase! We said it is a vicious
circle which must be broken. I
pleaded that the ten shillings should
go. As a compromise they reduced it
to five shillings. There has been case
after case. We have not always been
successful. But you will kindly
recognise our position. We can make
a nuisance of ourselves till they yield
at least on something or the other.

No mandate of the Government will
serve the purpose here. The mandate
of the Government 1is only to the
national lines. We have to obey that
mandate. The moment I say “My
government wants this to be done”,
the Conference is up against us. They
say, “We are a commercial organisa-
tion, we cannot be dictated to by
governments, we must look to the
interests of the commercial organisa-
tions, it is a club looking after the
interests of its members; from the
commercial point of view you can
argue; but there is no point in your
saying that your government wants
it to be done”. Therefore, I cannot
quote the Government's instructions
at the Conferencee They are a
powerful body. If we have 30 per
cent tonnage in our own hands to
fight for, that is another ecase. But
till that is reached, till a powerful
mercantile marine fleet is built up, we
have to undergo these humiliations—
I have undergone some. They also



receive instructions from their gov-
ernments. There is no doubt about it.
It was clear as crystal during the Suez
crisis that the Dutch, French and
British had instructions from their
governments, It is only a pity that
our Government did not take us into
confidence at all, but they gave me at
least some instruction to carry cargo
to Egypt notwithstanding the crisis—
which we did, religiously and scru-
pulously at the instance of the Gov-
ernment, the orders having been com-
municated through the Director-
General of Shipping.

In that position, again, I ask you to
realise, while we are up against these
foreign shipping interests owning and
operating in our country, if they come
to that table will they speak with our
voice, whatever the mandate of the
Government may be. At the most
they will keep quite or say ‘“we also
support it” in a thin voice. Informal
consultations do not bother; nothing
will happen if they do not agree.

Let me go to the next question. It
has been suggested: “Why should they
not have 49/51, that is 51 per cent
Indian and 49 per cent foreign; the
position is changed; all the gloomy
picture that you have painted so far
does not apply; we have a majority of
Indian share capital; we will have a
majority of Indian shareholders; they
will obey and everything will be rosy,
above-board, clear; you have the line-
clear, go on this basis; we will be
having the advantage of earning
foreign exchange and having the
money which is badly required, and
we shall be masters of the situation”.

I appear to your practical experi-
ence. I am now talking of the indus-
tries established in this country on a
49|51 basis, that is 51 per cent Indian
and 49 per cent foreign. Have we not
realised that with the 49 per cent of
block vote and with the 51 per cent
of very much dispersed vote you can
never gather the 51 per cent together,
that you can never get all the Indian
shareholders acting in one body
whereas for the 49 per cent there is
one nominee and one proxy given; and
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if it comes to a showdown who, do
you think, will have a majority at any
shareholders’ meeting including the
election of office-bearers? You may
say in some cases it has been done;
the proportion of Indian and foreign
directors has been settled and the
majority should be Indian directors.
But there are wheels within wheels.
There are intrigues and intricacies
which cannot be avoided and which on
the surface will show a very pleasant
picture. Are you certain that the
majority of directors will be elected
by the majority of Indian share-
holders?

I may tell you of an industry which
is established in our own country
under the full supervision and control
of Government, with the Commerce
and Industries Minister dictating the
policy, which has to be obeyed, with
no foreign complication such as we
have in the overseas shipping trade.
The only thing we are having is that
watching is possible and there may be
some sort of control, though not as
much control as possible. I am my-
self connected with some of these
mixed companies. I have tried to
safeguard them as far as possible. I
myself happen to be the Chairman,
with an equal number of Indian and
overseas directors—in spite of the fact
that the overseas directors, under the
new liberalisation scheme, can have
66 per cent of the shares. I do not
know what will happen if a strong
Chairman is not there. This is about
indigenous industries.

I am speaking in confidence to this
Committee and I am telling you what
is happening in this country. If this
is so under the green tree, what would
not happen otherwise? I ask myself,
and I request every Member of this
Committee to consider this question.
It is a vital question. Our Indian
Steamship Owners’ Association is a
club in these matters, so far at least
as overseas shipping is concerned. We
want complete mutual confidence in
each other and we want it to result
in unanimous decisions. We are able
to get that by a policy of give and
take. But when you introduce an



intruder, what happens? It may be
an Indian representative of that com-
pany. There are many British com-
panies who have a facade of Indian
directors put up. We know what the
result is in those companies. In this
matter of life and death, which is a
vital one and which is a second line
of defence to the nation and the uti-
lity of which will be realised in times
of crises, I beg of you very seriously
to consider the question of any parti-
cipation by foreigners.

It is true that under the present
accepted policy of the Government,
75 per cent should be Indian and 25
per cent foreign. As has been ex-
plained, and as I hope every Member
of this Joint Select Committee knows
and realizes, this was a historic neces-
gsity. The two or three main com-
panies existing at the time of Inde-
pendence had Burmese and Pakistanis
as shareholders, and one or two of
them even had them as directors.
We could not split up the organisa-
tion. We could not make them sell
their shares and therefore you find the
Policy Resolution making reference to
this. And they say, while the ideal is
to have 100 per cent Indian owned,
managed and controlled shipping, for
the time being let us fix it at 75 per
cent. The ideal will be that. But we
are willing at present to accept the
past and to go ahead on that basis.
That is what I would say as far as this
particular matter is concerned.

Of course, there are other questions
like loan policy or assistance. In
every country the foreigner is ex-
cluded if there is such assistance.
The United States is one of the classi-
cal examples, where foreign partici-
pation is not allowed. There is no
foreign participation in the United
States, though there may be provision
in the clause “as far as practicable”.
The United Sfates flag is completely
owned by United States citizens; the
British flag is completely owned by
the British citizens, though they in-
clude dominion subjects and colonial
subjects; the German flag is completely
owned by German shipping. As I
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said, the interests of national shipping
are closely connected with national
defence, and shipping forms the
second line of defence.

Suposing there was a foreigner
established in this country having
ships. In the Suez crisis what would
have been his policy? Therefore, I
most earnestly suggest that this idea
of getting foreign help may be re-
considered. After all, what is the
foreign exchange that you expect to
get. In the statement that was read
by my sister, it has been pointed out
that there are other industries which
have got loans from foreign countries
to expand. But in a key industry like
this, we should not associate ourselves
with the foreigner.

We have no objection to loans.
What we object to is equity partici-
pation which gives them a control
and direction in the matter of ship-
ping. Further if it is realised that
new shipping has to be started and
that people who start new shipping
may not have experienced of shipping,
I do not know how in the earlier years
they can avoid being dominated and
controlled by foreigners.

Secondly, there has been much made
about foreign exchange,—the difficulty
of foreign exchange and our anxiety
to increase the tonnage. Frankly, you
have to put the advantages and dis-
advantages of these two positions, one
against the other. It is essential tq
build up the strength of your Navy
by getting foreign ships to show on
the register an increased tonnage
owned by foreigners? Is that advan-
tageous to the country, or is it advan-
tageous to proceed as we have been
proceeding and build up a mercantile
marine which is completely owned,
and controlled by Indian shipping,
under their management and neces-
sarily under the control of the Gov-
ernment of India. This is the ques-
tion that has to be considered. My
own personal view is that—and I have
also gone abroad and tried to see the
reactions of many nations towards the
problem that we are facing—I am



saying it with hesitation, but never-
theless with a sense of knowledge of
the working of the mind of several
people, both private and Government
—our foreign exchange difficulties will
not be as great in the near future as
they seem now. They loom very large
at present. But I am optimistic enough
to think that these disadvantages will
not continue for a long time. Why not
wait a little and have as much ship-
ping as possible built up, instead of
opening the door wide to the influx of
foreign capital, foreign control and
foreign domination in a sphere of
activity where for the last forty years
at least we have been against these
particular interests?

In my humble experience in admi-
nistration there are three interests the
domination of which was practically
before us in a very acute form. I am
referring to my experience as Mem-
ber of Commerce, Industry and Sup-
ply for some time. The three interests
which I thought of fighting in my own
way were the oil interests, the insu-
rance interests and the shipping inter-
ests. A world monopoly is most diffi-
cult to fightt We have done some-

thing about oil interests by having
refineries here. We have tried to do
something about insurance interests.

Are we going to reverse the whole
thing now with reference to shipping
interests, which are as big and don}i-
nant a monopoly as ever, whose rava-
ges we have felt, whose autocracy we
had to fight against both during the
war, before the war and since the
war? Are we going to allow this
interest to dominate?

I do not want to appeal to senti-
ment. I am merely putting practical
views before you. Please do not
think I am here to orate. I feel
strongly on this poin: and therefore
I speak not merely for myself, but
for my associates. You may take it
that the Scindia Steam Navigation
Company will fall or rise by its own
resources and by the help of the Gov-
ernment and will not have at any
time foreign interests included in it.
You may take it that the company I
represent will do the same. We have
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expanded. The Scindias have got
fifty-six ships; the gross tonnage is
given there. We started after the
war and we have from zero come up
to 110 gross registered tonnage; 40
gross registered tonnage will be built
in the next two years. We have hope
of having another 20,000 GRT by 1960
with a little help from Government,
which brings us to over 170,000 gross
registered tonnage, for overseas sail-
ing alone.

We talk of foreign exchange earn-
ings. The foreign exchange earned by
these people will go out of the country
because under the assurances that
Government have given, their profits
can be repatriated and their capital
can be repatriated. What you gain
by getting foreign exchange now in
the form of ships, you stand to lose
steadily year after year, in the form
of annual drain of foreign exchange
and ultimately the whole of the foreign
exchange, and even more when they
want to close their concern and go
back. On the other hand, as has been
pointed out a ship in an Indian Ship-
ping Company’'s hands begins to earn
foreign exchange from the date it is
on the seas. Fromn that time when we
bring cargo, or take the cargo, in both
directions, we earn foreign exchange.
It has been calculated that the two
Indian shipping companies have earned
last year over Rs. 9 crores worth of
foreign exchange. We have been
pleading that if only a part of that
foreign exchange is given back to us
we will increase the number of our
ships. We have shown the enterpre-
neur’s spirit, a spirit of adventure and
a spirit of risk. We have shown that
by expanding our tonnage. In regard
to our future purchases we want the
freedom to earmark the earnings for
expansion of tonnage. We have gone
so far. This may be made applicable
to ships ordered and delivered from
1st January 1956. They have conceded
to the proposition in regard tb future
ships. Even so we have hopes of
expanding. If the proposal we are
making, that Scindia is making is
approved, we hope to have foreign
exchange for further expansion of



our shipping. We are fairly confident
that if not within 1960, within a year
or two thereafter, this 900,000 tons
target will be easily reached.

Chairman: What is the amount of
foreign exchange that is required
considering the fact that now foreign
ships can be had at 25 per cent cash
down and the balance to be paid on
deferred basis?

Shri Ramaswami Mudaliar: That is
a fact and arrangements have been
made on the basis of deferred payment
for purchase of second-hand ships.
Arrangements are also being made for
new buildings on the basis of deferred
payment.

Chairman: How much foreign ex-
change do you require to fill up the

gap?

Shri Ramaswami Mudaliar: Imme-
diately, or in the long range?

Chairman: By the target date,
by the end of the Second Five Year
Plan.

Shri Ramaswami Mudaliar: Thirteen
.crores of foreign exchange.

Chairman: 25 per cent of it you
have to pay now at the time of the
purchase and the balance you can pay
later on from the earning of the ships.

Shri Ramaswami Mudaliar: I have
got a proposal which I have communi-
cated to the Director-General of ship-
ping that even 25 per cent of foreign
exchange is not necessary. Rupee
capital may be deposited with a local
bank here and thé ships will be deli-
vered by 1960. Government should
guarantee the repatriation of that
capital from 1961 onwards in three or
four instalments. There are half a
dozen ways in which we can increase
tonnage. We have been breaking our
heads over that. We have realised
the difficulties of Government; we
are not pblivious to that.

Chairman: The tonnage required to
#11 up the gap is 9 lakh tons. To
purchase that you require Rs. 13
crores. For payment of 25 per cent
cash you require Rs. 3 or 4 crores.

Shri Ramaswami Mudaliar: Then
the ships begin to pay by themselves.
This is the first proposition. The
second is you pay rupee capital into
a bank nominated by the builders. Let
it earn interest there. You begin your
deferred payment from 1961. The
exchange that Government will have
to guarantee for this will be what is
to be paid minus what we earn.

Chairman: What I am driving at is
this. From the literature supplied to
us we find that a Shipping Develop-
ment Fund has been recently created
with seven or eight crores of rupees.

Then there is the interest payment
by the companies who have taken
loans. That interest which would be
paid will be utilised for the purchase
of ships.

Shri Ramaswami Mudaliar: This is
all in rupees. Further, there are the
instalment payments which have
become due and which the companies
are paying apart from the interest.

Chairman: Then, your own Depre-
ciation and Development Fund is
also there.

Shri Ramaswami Mudaliar: Those
are our contributions towards the
building cost.

Chairman: So, on that basis, I do
not think it is a very difficult task to
face.

Shri Dhage: The first point is that
so far as the rupee capital is con-
cerned, the money is there. The only
thing is with regard to foreign
exchange. He made two points; one
was 25 per cent basis and the other
was raising foreign exchange on the
security of the rupee capital deposited
in banks in India. Is that correct?

Shri Ramaswami Mulaliar: Yes;
that is a purely business proposition.

Shri K. Periaswami Gounder: As
far as coastal shipping is concerned,
if it is reserved for our ships, then, I
think, you have no objection.



Shri Ramaswami Mudaliar: That is
what it is now. But the Act does not
make any such distinction.

Shri K. Perlaswami Gounder: Even
otherwise, I think you have no objec-
tion.

Shri Ramaswami Mudaliar: That
portion of my objection is removed;
not the whole of it.

Shri K. Periaswami Gounder: You
said something about something being
paid in Indian capital—in Indian
currency—and the earnings of the
ships contributing a portion of it. Do
you mean to say that, when you pay
25 percent and 75 percent has to be
paid by deferred payment, the earn-
ings will meet that 75 per cent? Can
you earn so much?

Shri Ramaswami Mudaliar; In
cource of time we would; but not for
the instalments that are due. There-
fore, I said Government will have to
pay the instalments due in foreign ex-
change from the earnings we make
from year to year—from 1961 on-
wards.

Shri K. Poriaswami Gounder: Are
you sure that the deferred payment of
78 per cent could be met by your earn-
ings?

Shri Ramaswami Mudaliar: A good
portion of it could be met out of the
earnings if the previous earnings are
any indication at all. This year the
two companies have earned Rs. 9
crores of foreign exchange according
to the calculations that the Finance
Department have made.

Shri Vallabhdas: Several companies
have got ships on deferred payment
terms on self-earning basis. Payments
of instalments will be made out of the
earnings of that particular vessel.

, Shri Ramaswami Mudaliar: I am
talking of new ships. Therefore, 1 am
as little hesitant about the total
amount of foreign exchange. If it is
a second-hand vessel, I will say we
will pay ourselves. That is the diffe-
rence between the two views.

593 LS—4.
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Chairman: You can pay if you go
in for second-hand ships; is it?

Shri Ramaswami Mudaliar: Provid-
ed the initial deposit is made or Gov-
ernment guarantees the payment.

Shri K. Periaswami Gounder: Sup-
posing there is an Indian company.
What percentage will you fix in foreign
exchange so that the company may be
saved from foreign exchange trouble®
Would you fix any proportion?

Shri Ramaswami Mudaliar: I woulc
go so far as 100 per cent. But the
maximum I would go to is 25 per cent
foreign exchange and 75 per cent in-
digenous. That is the maximum.

Shri T. Subrahmanyam: Now there
is a buyers’ market so far as shipping
is concerned. Even against the depo-
sit in Indian banks you can purchase
foreign ships.

Shri Ramaswami Mudaliar: [ did
not say that. I was referring to a par-
ticular proposal for new building—de-
posit in an Indian bank and guaran-
teeing of foreign exchange being paid
over three or four years—from 1961—
by Government. Second-hand ships
are not got on that basis. They want
something down and they may not
require rupees.

Shri T. Subrahmanyam: In view of
the fact that we want the Indian ton-
nage to be increased to 2 million or so
by 1966 and the fact that you think
you can be able to reach that target if
there is sufficient foreign participation,
say in the proportion of 60-40 or 58-
45, would it be possible to do that?
The buyers’ market may not persist
after 3 or 4 years. It may be only a
temporary phase.

Shri Ramaswami Mudaliar: This is
very complicated. There is a buyers’
market; there are ships offering. But
the ships offering may not suit me at
all. Why do we go and build new
ships? Why do we want 17 or 18
knots? When I travelled by the P. &
O. Mail steamers, it was only 16
knots. Before the War there were only



one or two ships with 18 knots. But
today even for cargo ships we want
20 knots. It is a continuously ex-
panding and developing process.
Speed is the order of the day. We are
in an age of speed. To buy one mil-
lion tons of second-hand ships of 12 to
14 knots would not be advisable. I
won’t touch a Liberty ship—you will
excuse me—if I am deemed to be
building a real mercantile marine, for
the country. Therefore, let us not go
by this class only. Do not run for
those things that are coming cheaply
in the market. Therefore, to think of
one million tons of our shipping by
going in for second-hand shipping is a
dangerous idea which only those who
have no experience with shipping will
entertain.

Shri T. Subrahmanyam: So you feel
that there should be no rigid con-
dition like that. I agree that you
should take no risks in the matter and
that you should have completely In-
dian shipping, manned and controlled
by Indians. That is preferable to any
advantage.

Shri Ramaswami Mudaliar: Absolu-
tely.

Shri Akbar Ali Khan: By your long

Shri Ramaswami Mudaliar: I must
say I must disown being an expert.
I am only talking from 15 years of
experience and before that for 6 years
ag the Minister in charge of Shipping.

Shri Akbar Ali Khan:.We are lay-
men, at least compared with you. The
Policy Committee laid down a 2 mil-
lon ton target and they also expected
that it would be completed by 1956.
May I know what are the reasons for
this target not being fulfilled?

Shri Ramaswami Mudaliar: The
reasons are obvious. The local re-
sources—the rupee resources—when
foreign exchange was freely available
were very limited. It was only in 1953
October, that a turn for tue better
ame with the policy stateinent of the
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then Transport Minister, Shri Lal
Bahadur Shastri who said that Govern-
ment will give loans at fairly cheap
interest for ships that will be used
on the coast and for ships which will
pe used overseas. The next month all
of us took advantage of that. The
first two orders that we gave for two
ships to be built of 17 and 20 knots
were taken up in December by having
experts over here. I think shipping
has expanded because of this one faci-
lity that the Government gave no sub-
sidy, no operational subsidy, no build-
ing subsidy, nothing of that kind—
merely the low interest of 4 per cent
so far as coastal shipping was con-
cerned and 2} per cent so far as over-
seas shipping was concerned. Now
they have made it 3 per cent for all.
I accepted because I am mainly con-
cerned with overseas shipping and
because I will be in good company
with my friends in coastal shipping.
They will also get one per cent re-
ducticn. If that percentage is to con-
tinue we will see that Indian shipping
expands. Beyond that there was no-
thing done. There was no policy of
giving cargo etc. It was haphazard.
It was after 1953, largely due to the
help of the Transport Ministry and
the Secretary to D. G. of Shipping
that this progress was possible; and
the figures will show how we have ex-
panded from year to year.

Shri Akbar Al Khan: Is the policy
of Government much different from
what it was before independence?

Shri Ramaswami Mudaliar: There
was no policy in the pre-independence
days.

Shri Akbar Ali Khan: What I want
to understand is this. Having con-
ceded government help on those lines,
will the finances of the private sector
be enough to reach the target, or will
financial help also be: needed from
Government?

Shri Ramaswami Mudaliar: Both to-
gether. The proposal is that the ship-
ping company pays so much of the



cost of a new ship and the Government
pays so much—the proportions are
fixed—and the private sector contri-
buies out of the profits every year. On
that basis, I am sure shipping will ex-
pand still further. We have got a
proposal to that effect. And, I can

assure you that, as far as possible, in
a cautious way, having regard to the
sort of best tonnage for the country as
the Preamble here says, we shall ex-
pand ourselves. It is speculation to go
in for all sorts of cheap ships. All
these Liberty ships will have to be
scrapped in less than 4 years; then
what are you going to do?

Chairman: I understand that in
the recent past the practice has been
50-50; private industry contributed 50
per cent and Goverment 50 per cent.

Shri Ramaswami Mudaliar: Yes.

Shri Vallabhdas: To start with
Government agree to give 66 2/3 per
cent loan on acquisition of additional
tonnage. Thereafter the policy was
further liberalised: and, in certain
cases, Government came forward with
the help of 90 per cent loan for build-
ing new vessels.

Chairman: What is
position?

Shri Ramaswami Mudaliar: That is
in a state of suspended animation, if I
may say So.

Shri Raj Bahadur: It is

the present

complete

execution. All the Rs. 37 crores have
been completed. I should say con-
sumption.

Shri Ramaswami Mudaliar: The
amount set apart in the Second Plan
has been exhausted much before the
Second Plan period.

Shri Akbar Ali Khan: We had
allowed 25 per cent foreign capital.

Shri Ramaswami Mudaliar: As I
said, 25 per cent was a historic neces-
sity. All foreigners knew that and
ro foreign capital has come in.

Shri Akbar Ali Khan: If you give
concession to foreign capital, say 49
per cent or 40 per cent with majority
control in our hands, will there be
more influx of foreign capital?
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Shri Ramaswami Mudaliar: If there
is any such expectation, why change
the present position? That answers
itself.

Shri Akbar Al Khan: Government
estimate may be correct or not. I
want to know your experience. Have
you got very genuine fear that there
will be great influx?

Shri Ramaswami Mudaliar: The
genuine fear is that control will not
be in Indian hands even though there
are more Indians on the Board.

Shri Akbar Ali Khan: My question
is whether the foreign companies will
come in.

Shri Ramaswami Mudaliar: I will
tell you one example. The Dutch
have lost Indonesia. They have a
very big fleet. I have heard rumours
in the Continent recently that the
Dutch are trying desperately to get
into sort of ropes. Indonesia will not
allow any of the Dutch ships to go
there. They have lost that trade. They
are thinking whether those ships can
be registered anywhere else.

Shri Akbar Ali Khan: So far as
this control is concerned, don't you
think that there will be a definite
dfference between the control that
could be exercised by a board and the
control exercised by a department?

Shri Ramaswami Mudaliar: What
sort of control are you referring to?

Shri Akbar Ali Khan: Control over
the affairs of the shipping industry on
all matters.

Shri Ramaswami Mudaliar: Ships
are on the wide seas. It is not like an
industry which is inspected by the
Inspector of Factories and so on in the
land. It is a different sort of control.
The controls are mentioned in the Bill
before us, and that limits the control
of the Government also.

Shri Akbar All Khan: That danger
will be there even if it is financed
cent per cent by the Indian shipping
being on the high seas.

Shri Ramaswami Mudaliar: If any
thing goes wrong, we can be taken to
task at any time.



Shri V. K. Dhage: We were told
that ships on the high seas cannot be
controlled, whether it is cent per‘cent
Indian or not. Therefore, it matters
very little as to now much percentage
is foreign capital.

Shri Ramaswami Mudaliar: My
answer is this. This is a very
abstruse question which experts can
answer. But, as a lay man, I say that
it will immediately mean a war
between the two nations.

Shri Akbar Ali Khan: Are you of
the opinion that if nationalisation
takes place then there will be fuller
control over the shipping industry.

Shri Ramaswami Mudaliar: So far
as 1 know, nationalisation of shipp-
ing has not been done by any
country in the world and 1 would
expect the Government of Indis, as
it is composed now and as it is
expected to be composed for the next
25 years, will think of nationalisa-
tion of shipping as the last desperate
resort.

Shri Akbar Ali Khan: I put this
question in view of the emphasis that
has been given to shipping by the
army and the navy and in view of it
being a key industry. I want to
know whether it will not be in the
best interest of the country if the
whole thing is taken up by the
Board.

Shri Ramaswami Mudaliar: That
is a matter of opinion.

Chairman: How can the witness
answer that question. Besides, it
is not strictly relevant to the provi-
sions of the Bill.

Shrimati Savitri Nigam: Is it not
a fact that in 39 countries have allowed
foreign participation along with indi-
genous capital in their legislations
concerning shipping industry? Why is
it that they are not afraid of foreign
capital or foreign influence? Further,
there are many other important
national industries in our country in
which the foreign participation has
been invited. But no such fearful
results as foreign domination or con-
trol have ever been noticed. So, this
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fear of foreign participation seems
to be based on prejudice or suspicion.

Shri Ramaswami Mudaliar:. It is
not a fact that 39 countries are
allowing other nations to invest in
their country and fly the national
flag. In the first place, I do not
think 39 countries have any mercan-
tile marine of their own. I have
attended the mercantile marine
conferences and I know it is not a
fact. Secondly, as regards the latter
question, I have answered it, practi-

‘ cally elaborately, in my statement.

Shrimati Savitri Nigam: If the
arrangements just now suggested by
you will bring the necessary or
required progress for covering
overseas trade and buying ships on
instalment basis without involving any
foreign exchange—that arrangement

can be tried in connection with
building new ships also.
Shri Ramaswami Mudaliar: I have

said that arrangements can be made
for both.

Shrimati Savitri Nigam: At present
only 6 per cent of our trade is cover-
ed by Indian shipping and so we have
to lose about Rs. 154 crores every
year in the form of freight. What
immediate remedy would you suggest?
Don't you think that the present
speed of progress is detrimental to
our country?

Shri Ramaswami Mudaliar: I have
suggested various remedies to the
Government from time to time.

Let me tell you of one remedy that
I have suggested. In 1949-50 when
Mr. Munshi was the Minister in charge
of Food we were importing large
quantities of food, paying Rs. 16

crores as freight and so on. I said
that our shipping companies are
willing to get these ship. “You are

now at the mercy of the charterers.
They can charge you anything. If yoy
have a nucleus of ships of your own,
then you can break the monopoly and
then we can get them leisurely.
Please get two ships. We will buy
the ships in the course of 4-5 years.
At present we have not got enough



resources, as the capital market is
very dry.” This was enthusiastically
taken up by Mr. Munshi. But it
crashed with the financial rock in the
Finance Department.

Shrimati Savitri Nigam; Don’t you
think that the difficulty of foreign
exchange is still there? Don't you
think that Government will not have
the capacity to give you that amount
of foreign exchange which you still
need?

Shri Ramaswami Mudaliar: I told
you the ways and means by which
that difficulty can be got over, at
least to some extent. I would prefer
building up our tonnage than getting
foreign exchange of equity participa-
tion by foreigners, jeopardising the
whole of the mercantile marine of
India.

Shri Radha Raman: We are grate-
ful to you for the information that
you have today given wus. I have
one or two questions. You told us
that there is no harm in waiting for
some time and not taking advantage
of the slump in shipping. The present
market rates are very favourable.
It may be, as you say, that some of
the ships are rather out of date. But,
don't you think that because of the
slump in the market in some countri-
es for shipping cargoes, there are
quite a large number of good second-
hand ships which we can buy at
favourable prices and thereby attack
the problem?

Shri Ramaswami Mudaliar: I have
given my personal opinion. But there
are colleagues of mine who will
purchase ships on that basis. Each
has to calculate his own risk and
the prospect of profit. If there is a
ship which was built 4-5 years ago and
it is offered at a cheap price, I will

go in for it. But if the prices of
new ships are going to fall or are
falling, I will go in for new ships.

This is my personal opinion. But I
have no objection to purchasing
second-hand ones, as indeed some of
my colleagues have done in the foreign
markets.
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Shri Raghunath Singh: Now
Pakistan have bought certain ships—
it came in the papers today.

Shri Ramaswami Mudaliar: They
are all Liberty ships, more fit for
scrap than for anything else. We can
congratulate ourselves on  Pakistan
buying those ships. They will not
be a formidable rival to us. They
are very old ones. They were offered
to some of us, but we rejected them.

Shri Radha Raman: As you yourself
said, some of these ships can be bought
at cheaper prices. It ships of the
ideal tonnage are available, and if
they are of 12 or 15 knots in the pre-
sent world of speed, they should be
purchased. But don’t you agree that
there are quite a large number of ships
available in the market today uat
favourable prices and if we buy those
ships, it will rather help us in expand-
ing our shipping in the country?

Shri Ramaswami Mudaliar: If you
can buy it with the resources of our
Government, without foreign equity
capital coming in, that is to say, if you
can buy it with foreign loans
or on deferred payment terms,
1 would welcome it. But if it is at the
risk of foreign participation in the
share capital above 28 per cent, I think
the risk of that is much greater than
the advantage of having the tonnage.

Shri Radha Raman: If the prices go
up, then we will have to pay more.
Will it not affect us?

Shri Ramaswami Mudaliar: The
prices will go up and come down. In
1950 the prices were like the present
prices. At that time we had the
exchange also to buy these ships. But
we did not buy.

Shri Radha Raman: We are all
anxious that before the Second Plan
is over, we should be able to meet our
target of shipping. Now, the targets
were fixed on the basis of our foreign
exchange difficulties and the overall
resources available. We now feel that
the target may be increased in view of
the fact that our country needs
speedier expansion. You have stated
that by getting foreign exchange on
loan or on deferred payment we can
meet the target. But now there is a



feeling that the target should be
increased in view of the growing needs
of the country.

Shri Ramaswami Mudaliar: We
always talk of pruning the Plan and
the “hard core” of the Plan. I think
we should be content with our target,
in view of our difficulties. We cannot
think of expanding beyond that at the
present time in view of our foreign
exchange difficulties. But if we can
expand, we will only be too glad to
have it. The shipping companies
always wanted the Government to put
more money into it. Now it can only
be done by foreign participation by
way of equity capital, which, as I said,
is a dangerous thing.

Shri Radha Raman: Mr. Mudaliar
has stated that in UK. and the United
States, although foreign participation
is permissible under some clause, in
actual practice it never exists. Are
there other countries which allow
forcign participation and have very
rapidly expanded in shipping?

Shri Ramaswami Mudaliar: Count-
ries which have already sufficient
experience of shipping, if they do that,
that is a different matter. Here is a
statement, according to a Survey
conducted by the United Nations
(p. 1268) of the countries which do not
allow foreigners as individuals to own
their national shipping—U.S.A,, UK,
Norway and so on. And page 127
gives the countries which insist that
the Board of Directors and Manage-
ment should consist entirely or pre-
dominantly of nationals of the
country. This is there in many of
the countries.

Shri Osman Ali Khan: While it may
be possible for us to reach the target
of 9 lakh tons ms visualised 1in the
Second Five Year Plan by adopting
one of the alternatives suggested by
you, may I know your view whether
we will be able to reach the 2 million
tons target by 1966 at least and whe-
ther we will be able to get the neces-
sary finance, both internal as well as
the foreign exchange? R

Shri Ramaswami Mudaliar: It
depends upon the foreign exchange
position.

Shri Osman Ali Khan: What about
the internal finance?

Shri Ramaswami Mudaliar: It will
be available. There are many appli-
cants now coming forward. From that
you will see that there is internal fin-
ance. The question is only of foreign
exchange. Shall we have that foreign
exchange by having participation of
foreigners or depend upon Govern-
ment getting it on deferred terms?

Shri Osman Ali Khan: Particularly
new ships?

Shri Ramaswami Mudaliar: But
those ships will last thirty years.

Shri R. P. Sinha: Sir, I have great
regard for my friend Shri Ramaswami
Mudaliar. But I would like to ask
him one or two questions. First of
all, what is the sanctity behind this
25 per cent. and 75 per cent? Is it
just arbitrary or is there some reason
behind it?

Chairman: He has already stated
that.

Shri R. P. Sinha: What is the sancti-
ty behind it? He said “I can concede
a 25 per cent foreign participation”.
What is the sanctity behind that?

Shri Ramaswami Mudaliar: I have
already said that this 25 per cent
was a historic thing. And having got
that, I feel we cannot go beyound that.
And secondly, there are more chances
of a real majority control of India if
the basis is 25/75. If that is narrowed
down, all the fears that I have expres-
sed are much more likely to come
true. And I said that my own views
will be 100 per cent. But if that can-
not be done, let us at least stick to
what has been settled now.

Shri R. P. Sinha: So I think my
friend is suggesting that if we are sure
of | majority control over the mana-
gement, then we can take the risks
of foreign participation. Is it not?



Shri Ramaswami Mudaliar: Yes, if
there is effective majority control—
real also.

Shri R. P. Sinha: So the question is
that so long as this Committee can
ensure that the Indian nationals will
have an effective management control
he will not mind foreign participa-
tion.

Shri Ramaswami Mudaliar: I cannot
conceive of this Committee ensuring
any such thing. If I were sitting on
that side I would disown any such
responsibility.

Shri R. P. Sinha: That is for us to
decide.

Shri J. S. Bisht: In paragraph 23 of
of the memorandum submitted by the
Indian National Steamship Owners’
Association they have given the
reasons and explained what effective
control means.

Shri Ramaswami Mudaliar: In the
light of the provisions of the Compan-
ies Act it is explained.

Shri V. K. Dhage: That is for joint
stock companies. What about the
individual ones?

Chairman: He says that if it is only
25 per cent he can be sure of effective
control.

Shri Ramaswami Mudaliar: At any
rate I can take the risk.

Shri R. P. Sinha: Sir, the witness
has said that what he wants is effec-
tive control over the management. He
does not want to define it as 25, 35 or
40 per cent., but he wants effective
management control. He knows that
we are not legislating this measure
with a limited view for fulfilling the
target of the Second Five Year Plan
but that it is also our view that we
should achieve the physical objectives
set by the Shipping Policy Committee,
that is to say that at least 50 per cent.
of our overseas trade should be car-
ried on Indian bottoms, and 100 per

45

cent of the coastal trade. We know
what our foreign exchange resources
are and also what our internal re-
sources are. I will further say that
whatever foreign exchange is can-
cerned, whether it is relating to ship-
ping or any other interest, that
belongs to the national pool and no
industry as such could claim that it
should get back this foreign exchange
for the purpose of its own develop-
ment. It is for the Planning Com-
mission to allocate these national earn-
ings of foreign exchange. And the
Planning Commission has said that
Shipping will not be in the hard core
of the Plan. We again say that 90
per cent of the internal resources the
Government have to provide. Then
the Government have to guarantee
the rest of the foreign exchange com-
ponent for developing any industry. If
that is the position, and also if cap-
able talents are available to the Gov-
e:nment for managing the show, what
is the harm if we take advantage of
the situation; and will the witness
agree that all the Shipping should be
developed under the aegis of the
Government itself, that is in the pub-
lic sector?

Chairman: That point has already
been answered. That is not for the
witness to say.

Shri R. P. Sinha: I say if even the
internal resources are forthcoming.

Shri V. K. Dhage: He said that he
is opposed to any kind of nationalisa-
tion because it does not exist any-
where. =

Chairman: These are comments for
us to consider here or in Parliament.
The witness is ‘not competent to say
anything on that; he is appearing here
on behalf of the private industry.

Shri R. P. Sinha: Well, Sir, I would
like to put a few questions to him as a
layman because I am not aware of the
working of these Conferences. I would
like first of all to know whether on
the Conference the countries or the
companies are represented.



Shri Ramaswami Mudaliar: The

companies are represented.

Shri R. P. Sinha: And not the count-
ries. So the more companies there are
in a country, the more advantageous it
would be, and greater voice und
greater majority they will have. Is
it not?

Shri Ramaswami Mudaliar: It does
not exactly work that way. There is
no ballot box and no division lobby
in the Conference.

Chairman: The question is, what
is the basis of representation?

Shri Ramaswami Mudaliar: Every
company can be represented. Every
company is represented, not the count-
ry.

Chairman: His question is that if
there is a larger number of companies
it woeuld be more advantageous, the
more the merrier.

Shri Ramaswami Mudaliar: As I
said, the votes are not counted like
that.

Shri R. P. Sinha: What I could
gather from his statement was that
only two companies are going at the
present moment.

Shri Ramaswami Mudaliar: In that
particular Conference.

Shri R. P. Sinha: The point is clear
that if we have a larger number of
eompanies, if we expand our tonnage,
then we will have more membership
and more strength on the Conference.

Shri Ramaswami Mudaliar: More

members 1 agree, but not more
strength.

Shri R. P. Sinha:  The numbers
give you the strength, is it not?

Shri Ramaswami Mudaliar: No,
that is not exactly so.

Shri R. P. Sinha: The tonnage

gives you the strength.

Shri Ramaswami Mudaliar: There
are many difficulties. You cannot
have too many members on one
particular trade from one country.
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There is a limit to the number of
Indian companies which can be on that
trade—because they will be merely
cutting each other if a dozen com-
panies are on the UK.-India trade.
On one Conference itself you cannot
have twelve companies with the
Indian flag. Secondly, they all speak
with one voice.

Shri R. P. Sinha: Either the number
counts—as the Chairman said, the
more the merrier—, or whatever be
the number, the representation
remains more or less restricted. That
i3 to say, whatever may be the
number of companies registered in
India, the representation will remain
limited. Or, if the companies regis-
tered increase and if the tonnage
increases, then there will be more
number and more voice on the Con-
ference. These are the two proposi-
tions. Is it not so? Now, I would
like to know whether the voting or
the procedure......

Chairman: Are there any articles
of association of this Conference?

Shri Ramaswami Mudaliar: No, they
are well understood rules.

Chairman: Are they printed rules?

Shri Ramaswami Mudaliar: Yes, 1
will send a copy to you.

Chairman: I think that will give
us the information.

Shri R. P. S8inha: I wanted to know
whether the decisions there are taken
by the vote of the companies or the
vote of the countries.

Shri Ramaswami Mudaliar: Virtually
by the vote of the country.

Shri R. P. Sinha: Therefore, the
number does not count really, Sir.

Shri Ramaswami Mudaliar: My
friend has come to the conclusion
which I stated five minutes ago that
the numbers do not count, though
they are all admitted as members.
Shri R, P. Sinha: If we have an
effective majority control and that is
assured, the question of foreign parti-
cipation in our representation on the



Conference does not arise. Then we
can send such nationals who can speak
with one voice at this Conference.

Shri Ramaswami Mudaliar: I am
here not to be tripped over questions.
I am here to state the fact that I can-
not agree that the majority effective
contro]l will be there if there is 49/51
or 37/63 participation. I will take a
risk with 25/75. Lower than that I
cannot agree. There is no use telling
me, “Suppose you are guaranteed that
there will be effective -<control why
don’t you agree to 100 per cent?” My
view is that you cannot have effective
control. From practical working 1 say
this.

Shri Mool Chand Jain: You said
that there are half a dozen ways
of increasing tonnage. So far as I
have understood only one or two
methods had been described. Can you
tell us the other ways 0! increasing
the tonnage?

Shri Ramaswami Mudaliar: Some
have arranged on deferred payment
basis, with initial payment; then there
is the deferred payment system with-
out initial payment; then there is the
system of rupee deposits and defer-
red system of foreign exchange. For
second-hand vessels there is one
method; for new buildings there is
another method. Some have mort-
gaged their vessels for getting money.

Shri Mool Chand Jain: ‘Supposing
Government nationalises the indus-
try. Will you be opposed to it? Sup-
posing Government forms a Corpora-
tion, what is the objection to it?

Shri Ramaswami Mudaliar: I do
not see any difference between the
private sector and the public sector
in this matter, where both of us have
to face the Conference. You will call
my friend Mr. Saksena, who is in
charge of the public sector—The
Eastern Shipping Corporation—and
ask him what his experience in the
Conference is. He will tell you the
same story ,that I have told you.
There is no distinction. I have no
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objection to nationalisation; I have no
objection to the public sector expand-
ing and taking routes which are not
covered by the private sector so far.
In fact we have been repeatedly told
by the Minister of Transport that
the public sector will not come into
competition with established lines.
Let them expand by all means. This
is perhaps the only industry where
the public sector and the private sec-
tor can exist side by side. But even
in the public sector 51:49 I will never
accept. At present we have to work
with a certain amount of foreign per-
sonnel. Whom do you think the
Master will obey? There are many
complications in the shipping trade.
We cannot say all these things be-
cause it will prejudice our case and
it will become very difficult for us.

Shri Harish Chandra Mathur: What
is the total tonnage raiseq and in-
vestment made by the private sector
during the last seven or eight years
and what part of this is represented
by the new entrants in the trade?

Shri Ramaswami Mudaliar: There
are very few new entrants in the
trade during the last seven or eight
years,

Shri Harish Chandra Mathur: What
is the amount invested since 1850?

Shrimatl Sumati Morarjee: Rs. 44
crores has been put in by the private
sector.

Shri Harish Chandra Mathur: The
general impression that has been left
is that it is only about 25 per cent
which has come from the private
sector.

Shrimati Sumati Morarjee: No, Rs.
44 crores have been invested.

Shri Harish Chandra Mathur: As
against how much put in by Govern-
ment?

Shri Vallabhadass: The total invest-
ment is Rs. 59, of which Rs. 44 crores
is contributed by the private sector.

Shri Ramaswami Mudaliar: The
total amount of Rs. 37 crores includes
the amount of Rs. 20 crores given to



public corporations. So, the amount
given to private sector is Rs. 17
crores.

Shri Harish Chandra Mathur: In
view of the fact that during the last
seven or eight years there has been
no new entrants, would it be correct
to assume that it is only on those
who are already in the trade that we
will have to depend for increase in
our tonnage? Generally speaking, do
you think it will be correct to make
that assumption?

Shri Ramaswami Mudaliar: 1 do
not think so. It is not a closed shop.
I see signs of others coming in. The
burden of expanding lies today on
those who are already in the line and
who are earning foreign exchange
and therefore have got. better facili-
ties than new-comers. New-comers
can also come, make deferred pay-
ment arrangements and pay as they
earn.

Shri Harish ' Chandra Mathur: It
has not been possible for the new en-
trants to enter inspite of the facili-
ties provided by the Government at
least since 1953. The main brunt of
expansion, I presume, will rest upon
those who are already in the trade.
Knowing as you.do the capacity of
those who are already in the trade,
and taking for granted the assistance
which Government is making avail-
able according to their present policy,
how many years do you think it will
take us ‘to achieve the physical tar-
gets of 50 per cent of overseas trade?

Shri Ramaswami Mudaliar: I
should like to make it clear that the
carrying of 50 per cent of overseas
trade is not connected with the
amount of tonnage that the country
owns. That is a distinct proposition
altogether. Even if you have, say,
10 million tons of shipping, you may
not be able to carry 50 per cent, be-
cause it depends upon a number of
factors, like the shippers’ choice, etc.

Shri Harish Chandra Mathur: Ican
appreciate there are so many other
factors which will come in. But what
is the amount of shipping which we

will require for achieving that target
or object?

Shri Ramaswami Mudaliar: About
forty ships more; 400,000 tons.

Shri Harish Chandra Mathur:
Our present resources and the capa-
city of those already in the trade, and
Government making available loans
on the same basis they are doing,
what time will it take?

Shri Ramaswami Mudaliar: By
1966.

Shri Harish Chandra Mathur: Can
you give us factual information to go
with confidence that it is possible to
achieve the target by 1966? How do
you think it is possible to achieve the
target?

Shri Ramaswami Muwdaliar: I said
400,000 tons more, that is 40 ships.
We shall be approaching this 900,000
tons by 1961. In another five years
we shall be able to build up the rest.

‘It all depends upon opening out new

routes. There are several routes
which have to be opened up. Scindias
have now opened North American
route: India-Baltimore-Philadelphia
and New York. My company is
thinking of some other route and this
will mean a minimum of six ships in
each route. We have to expand and
put those ships. Meanwhile what we
will do is charter some ships or make
good use of some of the old ships.
When the new ships are ready these
charters will be given up and the
new ships will be put on the route.
That is how we expand shipping
capacity and expand the trade routes.

Shri Harish Chandra Mathur:
Being familiar with the international
trends, particularly in this trade,
don’t you think that it is possible to
arrange for the necessary foreign ex-
change even without foreign partici-
pation?

Shri Ramaswami Mudaliar: It is
possible. Let us have some breath-
ing time. Give us your trust and
expect us to expand. We shall ex-
pand. From 1953-58 we have shown
what we have done.



Shri Vallabhadass: I understand
Government have already come to
some arrangement with Mi|s. C. Itoh
& Co. whereBy the said company will
give 25 million dollars say about
Rs. 50 crores as loan for the expansion
of tonnage. If this is true then I do
not see any difficulty about the ex-
change for the time being for expan-
sion of shipping if the promised loan
is forthcoming.

Shri S. K. Patil: That is the name
of the Japanese company.

Shri Ghosal: Do you think that
foreign companies will be allured by
the 51-49 basis?

Shri Ramaswami Mudaliar:
countries may be allured.

Shri Ghosal: Do you think that
foreign capital was not forthcoming
so long as 75 per cent was there be-
cause there was no representation on
the Board?

Shri Ramaswami Mudallar: No; the
policy statement of the Government
was there. It said: At present we
expect 75-25; but our goal is 100. In
the face of that statement, how could
any foreign capital come all these
years? It is clearly stated that the
idea is 100 per cent under the mana-
gement and control of Indians.

Shri Ghosal: Then was it the reason
why they did not participate?

Shri Ramaswami Mudaliar:

lieve that was the reason.

Shri H. N. Mukerjee: I want the
representatives of the Steamship
Owners to tell the Committee
the position in regard to a matter
which strikes me. Our target is not
merely 900,000 tons by 1961 but 2
million tons as quickly as possible.
The Export Promotion Council had
asked for our shipping to carry half
of our foreign trade in 10 years. The
ideal is that. If we mean to achieve
it, we must have eightfold increase in
our tonnage. There has been a sug-
gestion—which I do not accept at all—
that if we give certain guarantees to
.foreign capital with 51-48, then fore-
ign capital will be forthcoming.
Then, it has also been said that
under this Bill we are going to have

Some
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an Indian National Register, a mecha-
nism to control even foreign capital
so that it will not be in a position to
have a grip on our shipping. I wou!d
like to have vour views on that. I
want you to tell us whether we have
the ways and means, self-financing
schemes for ship acquisition, world
bank loans, freight earnings and all
that sort of thing. I would like you to
tell us how far we are practically in
a position to achieve not merely
900,000 tons by 1961 but also reach.
a very much larger target. The fore-

ign assistance and the controls en-
~isaged in the Bill are not at all
vufficient for this. Please let us

know about it from your experience.

Shri Ramaswami Mudaliar: I have
said that I am optimistic that in the
course of the next 6 or 7 years we
shall be able to build up the tonnage
in such a way that we can carry 5C
per cent of the cargo, if it is avail-
able.

Chairman: Will you please repeat?

Shri Ramaswami Mudaliar: I said,
in the next 6 or 7 years we shall be
able to so expand our tonnage—
both the existing companies and the
new companies which may come in—
as to carry 50 per cent of the ton-
nage at least in some of the routes
which we have popularised, and pro-
bably open out new routes also.

The question of foreign tonnage is
a very dangerous thing as I said. I
forgot to mention one thing. In the
year 1850 or 1951—I think—Lord
Simon, the son of Lord Simon, came
here and put up proposals before the
Government, in exactly the same
terms as are now being discussed, of
foreign participation with Indian col-
laboration; and it was turned down
by Government at the time for very
good reasons. He was here for a
couple of months negotiating—going
from Calcutta to Delhi, from Delhi to
Bombay and back. 1t was not done
for obvious reasons.

Shri S. K. Patil: It was on 51-49

basis.



Shri Ramaswami Mudaliar: Yes.
They wanted to transfer the whale
of their shipping B & O and all the
Indian routes provided we accepted
certain terms.
down and we did not want expan-
sion at that risk and on that danger-
ous basis. I venture to say that the
position today is even worse than it
was in 1951; and even better in some
sense because we have expanded,
since then, fairly rapidly and we are
prepared to expand further. Not
only that. As I said, from the signs
before us, new entrepreneurs are
ready to come in. That is a sign
which I welcome. Let them have
the credit or whatever it is; let them
expand. We shall be able to build
up our own resources if earnings can
be earmarked to us. We shall expand
from both sides. Why jeopardise the
whole position by thinking of fore-
ign equity capital in this connection?

Shri H. N. Mukerjee:
Parliament succeeds in  persuading
Government to allow, let us say,
1/3 of the shipping charges by way
of foreign imports—about Rs. 130
crores every year—suppose Govern-
ment agrees to allow that for our own
shipping purposes—say 1/3 or 1/4 of
this sum—would the shipping interests
in the private sector be able in 2 or
3 years’ time to be in a position to
come forward to carry on the good
work—that is to say, to utilise the
money which Government may put at
the disposal of the shipping interests?

Shri Ramaswami Mudaliar: Not on
the basis of my friend over there, on
the ideological grounds of no ques-
tion of pooling resources, no question
of dividing the resources. But if it
be on the basis you have suggested,
the shipping interests will come for-
ward fully to cooperate.

Shri H. N. Mukerjee: You have
quoted in some of your speeches
about Panama and the position of
Panama in the shipping world. From
your experience of the Liners Con-
ference, 1 want you to tell us, if we
have foreign interests in the Confer-
ence, are we likely to degenerate
exactly into the position of Panama,

Suppose
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But we turned that .

as was suggested by certain people,
without any vote, without any voice
to speak of in the Conferences?

Shri Ramaswami Mudaliar: I have
said that the exact parallel does not
apply. But you will find without
raising complicated international
questions or referring to matters of
external affairs, it will be very diffi-
cult for you to control in as clear and
as full a way as you can control the
Indian national establishment.

Shri H. N. Mukerjee: Would it be
advisable to extend the connotation
of home trade area and would that
extend the possibilities of Indian ship-
ping in very quick time?

Shri Ramaswami Mudaliar: Home
trade area is only for some technical
purposes, as regards qualification of
the persons employed etc. It does
not mean that monopoly is given to
India or any such thing. This is
meant for the qualification of Master,
Chief Officer, Mate and so on in home
trade shipping. It has nothing to do
with allotting areas to coastal trade
or otherwise.

Shri Tangamani: From the memo-
randum it is not very clear whether
you would like the policy statement
which wag enunciated in 1947 to be
accepted as it is, namely, that the
steamer should be registered, 75 per
cent of the shares should be in Indian
hands and the directors should be
Indians and the managing agency, if
any, should also be Indian or whether
you would like any modification of
that policy.

Shri Ramaswami Mudaliar: I would
like the policy to be extended in the
sense of decreasing that 25 per cent
as I have said. But if you cannot do
that, at least let us stay where we
are.

Shri Tangamani; In your memo-
randum, para 26, you say: It is a
ready and substantial earner and
saver of foreign currency. Supposing
the cost of a ship is Rs. 1 crore and
it is readily and sulstantially earn-
ing. What will be the number of



years taken to earn that one crore in
the conditions of today?

Shri Ramaswami Mudaliar: In 5
years.
Shri Tangamani: What are the

countries which allow foreigners to
control? It was said that 69% do not
allow foreigners and 60% allow only
restricted control. I would like to
know concretely whether there are
countries which really allow foreign-
ers to dominate and, if so, what are
those countries, and what will be the
percentage.

Shri Ramaswami Mudaliar:: There
is a difference between legislative
permission—that is permission given
by the law—and actual permission.
That has to be distinguished. There
are countries which no doubt permit
by law but in actual practice it is not
done. Here is a book by an Italian
author and he says that France, Ger-
many, United States and Norway do
not permit any foreign participation
at all. Italy permits by law. They
divide it into carats but not as pro-
vided in this Bill. Out of 24 carats
16 carats at least must be owned by
Italians, that is 2[3. There are other
countries which go on the 2|3 basis
by law. France says 50-50 and yet
there is no foreign participation in
French ships. The law is one thing;
and actual practice is different.

Shri Oza: Would you mind further
foreign participation if proper repre-
sentation of the Indian viewpoint in
the conferences is secured and there
are proper safeguards for meeting
emergency cases?

Shri Ramaswami Mudaliar: From
my knowledge of the practice of con-
ferences, I say these safeguards are
not possible. '

Shri Oza: Presuming that they are
safeguarded, would you mind foreign
participation?

Shri Ramaswami Mudaliar: I am
not able to visualise that and I am,

:berefore, unable to answer the ques-
ion.
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Shri 8. K. Patil: I think too much
is being presumed.

Shri Ramaswami Mudaliar: May I
without presuming too much suggest
a simple question for the considera-
tion of such of the Members as be-
lieve in foreign participation? De
you think that if there is effective
Indian control, and effective Indian
management any foreigner will put
money into it? He is not here to earn
a little interest or a little dividend.

Shri Oza: That is another thing.

Shri Ramaswami Mudaliar: That is
the same question in the reverse way.

Shri Oza: We are told that we do
not entertain any apprehensions as
regards the proceedings in these con-
ferences and that Indian interests can
be sufficiently safeguarded even if
there is foreign participation. In the
background of these views expressed
in this Committee I am compelled to
put you this question.

Shri Ramaswami Mudaliar: I think
there are difficulties. There gre obvi-
ous difficulties, as I said, over and
over again.

Shri Oza: Apart from thut, you
have no objection to further partici-
pation of foreign capital.

Shri Ramaswami Mudaliar: I can-
not advance my answer further than
what I have already stated.

Shri Jethalal Joshi: Our overall
target was to have 2 million tons.
We have not yet reached 8 lakh tons.
Are you sure that without foreign
participation we can achieve this tar-
get even at the end of 20 years?

Sh.rI Ramaswami Mudaliar: Much
earlier than that, I believe, consider-

ing the pace at which we are pro-
gressing.

Shri Vijay Singh: One of the rea.
sons advanced by those who advocate
foreign participation is the difficulty
of foreign exchange, In your introl
ductory remarks you said that you
are optimistic about the foreign ex-
change problem. Will  you kindly



elucidate this further and let us
know what are your specific reasons
for this optimism?

Shri Vijay Singh: So it is more your
feeling rather than reasons?

Shri Ramaswami Mudaliar: I do not
entertain feelings unreasonsbly.

Shri Vijay Singh: I want to ask
you two more questions. You just
now said during the course of your
remarks that there have been very
few entrants to this industry. If you
just allow foreign participation on
51:49 basis, will it not encourage some
new entrants from our own country
to come forward with the help of
foreigners? If we effectively check
the control by foreigners and prevent
people from coming into the field, will
il not mean that the industry wili be
solely monopolised by those who are
already in the fleld?

Shri Ramaswami Mudaliar: How
has the industry come to the present
position? We had struggled hard.
We had to get our own resources. We
had to raise our own capital before
the Government gave us loans at
interest charges. So, why should it
be made easier for the new entrants
now after all the trials and tribula-
tions through which we went, after
all the loss that we have sustained?
There was a sort of war in 1949, I
hope the Committee will listen to it
for a couple of minutes. The Dutch
said: “We are the inheritors of the
German mercantile marine. The war
is over. Therefore, we should have
all that German war shipping.” They
said: we must have 40 per cent of the
trade from those ports—Hamburg,
Antwerp, Bremen and Rotterdam.
They began to cut the rates down.
We were in the soup. Two lines were
there and we were obliged to have the
conference rates. They said: confer-
ence or no-conference, we must have
it. The conference was afterwards
called. The British said: we must
insist on this. The Indians must have
at least. I won’t answer this statis-
tically; but I shall answer it by refer-
ence to my feelings in the matter. I
have been to several countries. 1
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lknow there are people ready to assist
us. There are institutions which are
willing to assist us, even in the matter
of shipping. And, I believe, with a
little patience and given the oppor-
tunity for commercial negotiation—
apart from governmental negotiations
—the foreign exchange problem will
not loom as large as it is looming
now. 10 per cent of this. They said:
No. Then we said: “very well, we are
willing to continue this trade war; we
may suffer, but our country will gain,
because the imports and exports will
be on lower freights. Carry on as
long as you like.” Then they came
to their senses and they said “ all
right, we will give you so much per-
centage”. Scindias lost about 6 to
7 lakhs of rupees and my company
about Rs. 2 lakhs. We put it to the
Government of India: “we have suf-
fered in trying to get lower freights.
Therefore, please recompense us.”
We submitted our accounts. Further
accounts were called for. Two_years
were spent in examination. Finally,
the answer came “We turn down
your request”. Now the new-comers
want to have dalliance with the fore-
igners. 1 do not think it is fair to
the old shippers. " Then, I do not
think it can be called a monopoly.
We are not trying to shut out any-
body. If you have enough resources,
if you can get money on deferred
payment basis, if you can get loans
from foreigners, you are welcome;
the more the merrier.

Shri Vijay Singh: I am not defend-
the new entrants. I only wanted to
know the reasons. There is one more
question. At page 27 of the memo-
randum you say:

“In Britain ships are treated as
movable property. In India they
are immovable.”

Will you just elucidate this point
further? Should we follow the British
tradition and make it movable pro-

perty?

Shri Ramaswami Mudaliar: That is
e question of law, and I think the
T.aw Minister will be able to answer
it. Somw countries treat ship as mov-



able property. Other countries treat
it as real property. Some treat it as
anomalous property—neither real nor
rersonal. It all depends on the intev-
pretatioh that they give to these ships.
CGenerally, the hull ¢f the ship and
the machinery which goes with it
ore treated as real property and the
ancillaries are treated as personal
property. This is in connection with
mortgage rights and lease rights.

Shri J. S. Bisht: Suppose the coastal
srade is completely, cent per cent,
Indian; no foreign participation is
allowed; that is guaranteed. With
regard to the rest, that is to say, the
target of two million tons by the
Third Plan, would you be satisfied  if
foreign participation is allowed only,
suay, up to 40 per cent and no more ot
35 per cent?

Shri Ramaswam! Mudaliar: I have
already answered that question. I
would not agree to it.

Shri J. S. Bisht: You have said that
if there is effective Indian control you
would have no objection. If you have
60 per cent, would it not be effective?

Shri Ramaswami Mudaliar: Nothing
less than 75 per cent is risking effect-
tive oontrol. Even 75 per cent is
risky. But anything lower than that
is a negation of effective control, in
1oy epinion.

Shri Raghunath Singh: Suppose
you have 75 per cent in the manage-
ment of the directorate and in work-
ing capital. Will it not be effective?

Shri Ramaswami Mudaliar: We
hear in commercial circles that there
are guinea pig directors. You can
easily use guinea pigs for anything.
‘That is my reply.

Shri Dhage: Much of the subject
has already been covered by Mr.
Mudaliar. According to him, if you
leave it to the men in the field, they
will be able to manage it well. Now I
would like to know from him one
thing, Please do not tell me that it is
not for you to answer,

Shri Ramaswami Mudaliar: I will
answer all your questions.

Shri Dhage: It is the burden of your
song in the memorandum that the
Government of India has reversed its
policy, particularly in the matter of
the definition of “shipping” and that
they are having 49 and 51 per cent for
individual ownership for foreigners
and Indians and hundred per cent
ownership even for foreigners for joint
stock management. Can you say the
reasons that must have promoted the
Government of India to take this
decision?

Shri Ramaswami Mudaliar: I am as
much intrigued as you are by this
change of policy. There is one thing
about this Bill. This is the least edu-
cative of the Bills that 1 have come
across. The notes on clauses are abso-
lutely nothing. Index to the, clauses
is not given in the body. There is no
explanatory note, The Statement of
Objects and Reasons leaves most un-
said. How can I answer this question?
One would have expected, on the basis
of an actual change of policy, that the
Statement of Objects and Reasons
would have given some reasons for it
and the clauses. I went through the
clauses. I am as illiterate as I was
before.

Shri Dhage: We have now a national
Government. Whenever the national
government is making a provision in
the Bill, it must be in the interest of
our country. So what do you think
the Government must be having in its
mind in making this proposition?

Shri Ramaswami Mudaliar: I can
only say that probably the Minister
was not there when the Government
considered this question,

Shri Raj Bahadur: I do not want to
ask questions for purpose of questions.
I have to give my grateful thanks to
Mr, Mudaliar for the illuminating way
in which he has tried to clarify certain
points in regard to this most vexed
problem on which some kind of con-
troversy has developed which has now
become rather very stringent, if I may
say so, and there has been a sharp



division of opinion in regard to this. I

‘want to put some points for further

elucidation, just to enlighten us in re-
gard to this particular definition.

Now, what do you think about the
present definition? So far as the re-
gistration is concerned, we are govern-
ed by the British Act. Under that Act,
if I have been able to understand it
correctly, any citizen of the Common-
wealth countries can set up a com-
pany. Any citizen can register a ship
as an Indian ship. It is only under
that clause that we find companies like
the Mugal lines can operate. Now if
we are to accept your viewpoint the
whole hog., viz., that we should have
nothing to do with foreign participa-
tion whatsoever, how will it affect
companies like the Mugal lines?

Shri Ramaswami Mudaliar: Usually
the existing companies are exempted.
Even when the policy statement was
accepted about 75 per cent and 25 per
cent, the Mugal lines were exempted.
On the same basis, they san be exe-
mpted now. Here I would like to read
one statement with reference to Do-
minion rights. This was the answer
given in the House of Lords in reply
to a question in April this year.

Shri Raj Bahadur: I will make my
position clear. If we accept the defi-
nition which you have suggested, all
those 24,000 tons of Indian shipping
which the Mugal lines now have will
have to be struck off the Indian regis-
ter.

Shri Ramaswami Mudaliar: Not
necessarily. The status quo can be
maintained even for 75, when we are
asking for cent per cent, You will see
it stated in the memorandum that the
existing position should be maintain-
ed. That will be an exception. For all
practical purposes Mugal lines were
never treated as an Indian company.
They are not allowed to ply on the
coast.

Shri Raj Bahadur: They are borne
on the Indian register. They have done
some services for the country. They
must be enabled to carry on.
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Shri 8. K, Patil: As you said the
status quo will continue. Even under
the policy resolution, they could have
applied—as they did apply—and got
exemption. But surely that facility
will not be allowed ta them for expan-
sion.

Shri Ramaswami Mudaliar: No. That
has been understood all these ten
years.

Shri Raj Bahadur: Now can you tell
us some reason why the in the projects
of the British we do not have manag-
ing agencies surviving, despite all the
facilities that are afforded to them?

Shri Ramaswami Mudaliar: The
Canadians have tried it and they found
that they were incurring losses. They
transferred the mercantile marine;
after the war, to the British com-
panies. The Australians have not tried
it, except for small coastal ships.

Shri Raj Bahadur: Will it not
pertinent to infer from the state of
affairs that the essential handicap
from which the expansion of our ship-
ping overseas suffers is because of the
restrictions or limitations we suffer at
the Conference, as you have yourself
stated in your very good address at
the Symposium. I would like to refer
to page 69, where you have very
rightly explained the position. It is
very clear from that statement that
irrespective of the interest of the
Government of India in the expansion
of shipping, it is not possible for the
Government, even with all the diplo-
matic and other sources at their com-
mand, to get results that we would
like to get out of these conferences.
Secondly, the representatives of our
own shipping companies themselves
also find a handicap, as you have
said, in that they are two against
thirty-two. Would it not then be
wise to allow for some opportunity
for foreign participation and to create
a sort of interest in the Indian ship-
ping and to open lies for Indian ship-
ping which are so far blocked for us?
It we

be

are able to have some
foreign  participation and inspire
in them some sort of interest



to clear up all these impediments in
our way, will it not be the only way
in which we can hope to achieve the
results?

Shri Ramaswami Mudaliar: No,
Sir. 1 have not covered the whole
ground. If you allow me five minutes
I will tell you what the position is.

First of all, though we are excluded
from all the wayside ports we have
continued to fight our way. My com-
pany has succeeded in establishing
trade with UK. and Aden. Aden is
a small port but there is a tremendous
amount of industrialisation in Aden.
The Conference wrote to us saying
“This is an unfriendly act”. We said,
“You have unreasonably excluded us”
and we fought. We are carying goods
goods to Aden. A line which is ex-
cluded like that can fight. Of course
they will fight in return. But if you
have the backing of the Government
behind you in the shape of flnancial

assistance, any Confereuce can be
broken by an individual line.

Shri Raj Bahadur: That is not
clear.

Shri Ramaswami Mudaliar: I will
give you one instance. The Polish

Lines have come into the Indian trade.
They are not in the Conference. They
wanted to be in the conference. At
first the majority of the members
were dead against it. We supported it.
Our policy was that anybody could
come and trade with us if we are
allowed to trade with that country.
Apart from that, the two countries had
made a treaty that we will put so
many ships and they will put so many.
Therefore, in loyalty to our Govern-
ment and in the interests of furthering
our trade we agreed to it from the
very first. The Conference were all
against it. They said that the Polish
line should not load at the German
ports, Dutch ports and Belgian ports
which are the main Continental ones.
Then the Polish line came and said,
“If you like, admit us; otherwise we
do not bother; whatever we can
carry for Czechoslovakia or Poland or
even for these intermediary ports we
shall carry.” And the Government of
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Poland indicated that they were pre--
pared to stand by those lines and sub-
sidise them. Then they gent a nego-
tiating body to negotiate with them at.
Copenhagen, a neutral place, and a
compromise was arrived at. They
allowed them not only this particular
route but the route from Burma to-
Poland, whereas the Indian line which.
is next-door is not allowed to go there.
We are going to break it, and as I
have said in my annual addresses, if -
it comes to a rate war the Govern-
ment must stand by us. But now we"
are orphans on the wide seas.

Shri Raj Bahadur; Does it not
mean that the Government will have
to incur further financial commitments
so far as our battle of shipping is-

concerned?

Shri Ramaswami Mudaliar: It does.
But I can assure you..

Shri R. P. Sinha: Jusi what we-

probably want to avoid!

Shri Raj Bahadur: No. There can-
be no two opinions on that matter.

We all like that our shipping lines
should develop.
Shri Ramaswami Mudaliar: The

form that foreign participation will
take is this. We have seen it in
Panama, Liberia, Honduras and Cuba.
They have the flags of convenience.
The parent company will form a sub-
sidiary company which will manage it.
I cannot conceive—I put it from my
own point of view—of a subsidiary
company acting against the parent:
company. If it is English or Dutch
its interests will be wholly with the:
parent company and I do not expect’
this company to fight for new ships.

Shri Raj Bahadur: That is a class-
by itself.

Shri Ramaswami Mudaliar: This.
will be on the same basis. You are:
not going to get individuals from
Lancashire and Yorkshire coming as
shareholders. If it goes through in
this form it will be a subsidiary of"
that company. The holding company
will be there. They will disown each
other for public purposes but there-



will be the closest connection between
the two.

Shri Raj Bahadur: I think we can
-secure that by suitable amendments,
" like principal place~of business being
_in India, effective coatrol and man-
. agement in India, etc. All these
- various safeguards could be provided.

However, I won't enter into that par-
. ticular question.

Shri Ramaswami Mudaliar: Many
~of the safeguards will be used against
us!

Shri Raj Bahadur: We have stated
like this in our Policy Resolution—
that was a very fervent hope of ours—
and 1 shall read it out to you. It

_says:

“With regard to the shares to be
. secured for Indian Shipping in the
- various trades, the committee
have recommended that the tar-
.gets to be reached during
-«the next flve 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,
50 per cent. of India’s distant
trades and 30 per cen:. of the
trades formerly carried in Axis
vessels.”

That was the goal set as far back
: ag 1947, that ig five to seven years and
100 per cent. coastal shipping. And
despite all the definition which covers
only the registration part of it, I do
not think there will be any danger to
the coastal trade. But as regards over-
seas trade we are having only 6 per
cent. The targets are 9 lakhs for the
Second Five Year Plan, and it can be
reasonably hoped that in five years’
time, that is between 1961 and 19686,
we shall be able to add to the tune
of 11 lakh tons so as to achieve the
target of 2 million tons. '

Shri Ramaswami Mudaliar: I spoke
of 400,000 tons which will carry 50
per cent. of the commerce.. But may
I say this? - You have referred to the
Policy Statement of 1947 and you have

referred to overseas shipping. May I
point out that Government took about
four to five years to reserve the coastal
trade after the Policy Statement? It
was done in 1951, and even then with
certain exceptions. Don’t put us too
much on trial!

Shri Raj Bahadur; That is farthest
from our intention. 1 think our in-
tention should not also be doubted.

Shri Ramaswamj Mudaliar: Please
do not have that idea. We do not
doubt it.

Shri S. K. Patil: You referred to
our getting ships from abroad and I
gathered that you are very much
against it for the simple reason that
you get the old ones and possibly not
good in speed. This does not concern
clause 12 or anything. But I want to
know this that if there are such ships
which are not so old as of 1949 or
1940 but which are not more than
three or four years old at the outside
—not eighteen and twenty knotters but
fourteen and fifteen knotters—and if
you get them for a comparatively
cheaper price, what would you say?

Shri Ramaswami Mudaliar: I would
go in for them. There is no Question
of that.

Shri S. K. Patil: .Another question.
We began with a discussion of the
preamble and so cni. You gave your
views that exceptions should be made.
There is no rigid law anywhere, but
in practice, as the Chairman has
pointed out, we have stopped giving
that preamble, etc. But you have used
expressions like “reversal of policy”,
that you art intrigued about it and
so on. I am not here trying to defend
what the Government have done, but
what was done in 1947 was merely ®
Policy Statement. And you by your
experience know it very well that
what you can include in a policy state-
ment in a general way cannot exactly
be interpreted in the very prosaic,
rigid language of a statute. Is that
not so?

Shri Ramaswami Mudallar; Is there
a difference between a policy state-
ment and a statement of policy?



Shri S. K. Patil; Between a policy
statement and the law, the actual Bill.
Here in our Resolution we have stated
that it should be owned, managed,
controlled, etc. It is all right. But
when we reduce it to a Bill and in
writing, it cannot merely be “owned”.
We have to stipulate what that
“owing” means. And in that, as you
have pointed out, in France it is 50/50.
It is permissible. But although the
law ig there, nobody has done it. Can
the same interpretation be put on
Government, when you put it in the
cold words of a statute, that although
it may exist there, in actual practice
it may not?

Shri Ramaswami Mudaliar: I am
willing to give all credit to the inten-
tions of Government. But I am bound
to say at the same time that the
language of the law will create other
difficulties.

Shri S. K. Patil: I merely asked
for information, not that I differ from
you.

Shri Mool Chand Jain:. You said
that the writ of the Government does
not lie with the Conference. And
you said that if the Government is at
your back, you can break this Confer-
in

ence. Is it not a contradiction
terms?
Shri Ramaswami Mudaliar: You

cannot direct the Conference to do
anything. But if it is known that you
are behind the national shipping, the
national shipping will get what it
wants from the Conference.

Shri Harish Chandra Mathur:
Everybody understands that no gov-
ernment can send a writ to an inter-
national conference. We understand
you could not influence the decisions.
But now you say that if the Govern-
ment backing is there, you could do
much more. That connot he recon-

ciled with the earlier statement. All
that we could gather was that the
Government cannot influence the
decisions taken at the international

conference. But now what you have
stated is that if there is Government
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backing behind you, you could ine
fluence the decisions. These two
statements cannot be reconciled.

Shri Ramaswami Mudaliar: I do not
think there is any contradiction.

Shri Harish Chandra Mathur: You
have now stated that the decisions
can be influenced if the Government
ig at the back.

Shri Ramaswami Mudaliar: Cer-
tainly, the decisions can be influenced
if the members of the Conference are
aware that a powerful government
will do anything to safeguard its
national shipping. It is not a writ of
the Government to the Conference or
anything of the kind.

Chairman: I think we can conclude
now. If there are any additional
points that you want to explain, you
can explain them tomorrow. The main
points have been thrashed out. The
other points have been explained in
their memorandum and it ig for the
combined wisdom of the Committee
to come to any decisions.

Before we conclude, I woud like to
read out to the committee, a letter
which I have received from Shrimati
Sumati Morarjee. 1 shall read it out:

“As the Merchant Shipping Bill,
1958, involves a number of special
technical considerations in connec-
tion with the working of the ghip,
may I beg to suggest that it would
be of great help to the national
shipping industry if you and your
colleagues would be pleased to
visit, at any rate, the ports of
Bombay, Madras, and Calcutta,
and acqaint yourselves with the
conditions of shipping obtaining
in these ports. May I be further
permitted to add that if my Asso-
ciation could be of any service to
you and your colleagues in this
connection, you may take it from
me that the services of the Asso-
ciation as well as myself will be
at your disposal.” -



We are grateful for the invitation,
but before we give a definite reply
we shall be to discuss among our-
selves. On behalf of the Committee 1
wholeheartedly thank the represen-
tatives of the Association who have
appeared before this Committee and
given us the wisdom of their experi-
ence. This will enable us to come to
a final decision on the clauses of the
Bill which is of national importance.
I thank them once again for their pre-
sence here. and their contribution.

Shri Ramaswami Mudaliar; We
thank you, Mr. Chairman and your
colleagues for the courteous hearing
you have given us.

Shri 8. K. Patil: If it becomes
necessary we shall call Shri Rama-
swami Mudaliar in his individual
capacity to assist us.

Shri Ramaswami Mudaliar: I am
at the disposal of the Committee.

(Witnesses then withdrew).
(The Committee then adjourned).
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WrTNESSES EXAMINED

Spokesmen:
1. Shri M, A. Master, Bombay.

II. National Union of Seamen of India,
Calcutta.
Spokesmen:

Shri K. V. Rao
Shri R. Banerjee

Shri C. H. Bhabha, Bombay.

Shri Bikas Majumdar

1. Shri M. A. Master and Shri C. H,
Bhabha.

(Witnesses were called in
and they took their seats.)

Chairman: We have got many
points from the INSOA who appeared
before us yesterday, but on some
matters we were not fully convinced.
So, we shall confine our business
today only to such points which have
not been demonstrated by them
yesterday clearly or which were left
out for want of time.

Myself and the committee would
like to know the exact functioning
and the procedure of the shipping
conferences on which therc are diver-
gent views, whether any combined
enterprise will affect our indigenous
enterprise in any way so far as the
conferences are concerned, how far
the Government of India will be in a
position to influence the decision of
the conferences, etc. On these points,
to come to some decisions amongst
us, we want to know from you what
is the exact procedure and functioning
of the conferences. If there are any
articles or memorandum of associa-
tion,”we would like to have a copy.

Shri M. A. Master: There are a
number of conferences which govern
various routes and various services.
We are members of what is known as
the India-U.K. conference. This is
divided into several cnnferences.
There are no articles or memorandum
of association. Before we join any
conference, we have to make an
application to the conference. After
the application is made, it is put to
the conference whether to admit us
into the conference or not. It may be

that they may not admit you as a full
member straightaway. They might
admit you as an associate member.
meaning that you can participate in
the discussions, but you have no right
to vote. For several years in several
conferences to which the two lines—
the Scindia line and the India Steam-
ship line—were admitted from 1946-
47 onwards, they were merely asso-
ciate members. When I went for
settling the Dutch freight-watr, I was
merely an associate member without
any right to vote.

After we join the conference, there
are certain obligations which are
imposed on us by the conference.
Firstly, we have to restrict the num-
ber of ships which we will run on
any particular route. Then there may
be restrictions as regards the number
of ports from which we might load
cargo and the number of ports at
which we might discharge cargo. The
third important obligation is that we
cannot quote any freight lower ihan
the freight that is fixed by the confer-
ence. Generally the procedure is that
the conference meets several times in
the year according to the exigencies
of the situation. If we joint the con-
ference, we take part in the discus-
sions. It may be that other people
might apply. When their applications
come, whether to admit them or not
will depend upon the strength of
your own views which you may pre-
sent to the conference.

If, I understood you aright, you
wanted to know if it will affect the
position of Indian shipping if there is a
foreign combine. We are two lines—
the Scindia line and the India Steam-
ship line. Supposing there are two



other Indo-foreign combines sitting at
the India-UXK, conference. We will
b> entitled to participate in the dis-
cussions and we will have the right
to vote when we are admitted into
full membership. Our fear is that any
foreign combines that might come
over here will have to take their
instructions from the parent company
which may be either in U.K. or any
other country. They will generally
toe the line of the parent company.
On various occasions it may happen
that political considerations will pre-
vail and they will certainly join hands
with their own people—the country
from which they come—in satisfying
their political aspirations.

May I give you one pertinent ins-
tance? In 1949 there was the Dutch
freight-war. The rate of freight on
the cargo of tea from Calcutta to
London was 100 sh. The rate was
brought down to 1lsh. 6d. Our Gov-
ernment was very much concerned.
I went as representative of our own
Government and as the representa-
tive of the two companies.

Shri S. K. Patil: Was it brought
down by 1sh. 6d., or to 1sh. 6d.?

Shri M. A, Master: It was brought
down to 1sh. 6d. Our Government
insisted that both the representatives
should be Indians. Dr. Ramaswamy
sent one of his own men from Cal-
cutta. He was good enough to make
the statement that whatever Mr.
Master will do for Scindia will be
equally binding on India Steamship.
After some time, the proposition was
placed before us that the Dutch would
be given 45 per cent. of the trade
which emanated from India and which
terminated in India and we should be
contended with 8 per cent I told
George Campbell that I could 'not
accept that position. George remind-
ed me of the fact that I was merely
an associate member and that I had
no right to vote. I said, “Yes, but
I have got the tongue”. I was an
associate member of the conference
which consisted of 62 people. But I
was asked to be a member of the
committee consisting only of 8 people
and I was instrumental in settling the
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Dutch freight-war without agreeing-
to the most humiliating proposition
of India accepting only 8 per cent. of
the trade. The final settlement was .
that India did not accept the 8 per
cent. proposition and the rate was .
rajsed from 1sh. 6d. to 100sh. What
was the reason for asking India to -
accept 8 per cent. and giving 45 per
cent. to the Dutch? There was a
secret understanding.....

Chairman: According to our rules,
the proceedings of this committee may
be made public. But if you want
that any portion should be kept
secret, we shall keep it as a secret
from the public, but not from Mem-
bers of Parliament.

Shri M. A. Master: You may pub-
lish it. The reason was there was a.
secret understanding between the Bri-
tish shipping interests and the Scandi-
navian interests that these interests .
shall not load a single ton of cargo -
from the ports in Great Britain and as.
a quid pro quo of the secret under-
standing, they were given 45 per cent.
What has happend in the past is.
bound to be repeated in the future.

To give you another instance, you
know our country is very anxious to .
send exports to all parts of the world
and also to open new lines. The -
Scindia company started the African
service. Before the rate was 500sh. .
because the route was via Great Bri-
tain. Now the rate is 300sh. with the -
result that this country is able to
export textiles to the African ports:
in larger quantities than before.

So, unless and until the nationals of -
the country are there to carry on the
discussions at these various confer-
ences, it will not be possible for us to
safeguard our interests. I gave you
the instance of the Dutch freight-war
and the African service

Chairman: You have mentioned it:
in the memorandum also.

Shri M. A. Master: Taking all these-
factors into consideration, we feel
that so far as conferences are concern-
ed, India speaking with two voices
would be not only weakening the-
position of Indian shipping, but it.



-would also be seriously detrimental
:to the larger national interests of the
country. I do not want to elaborate
on this point as you said you have
read it in the memorandum. But if
there is any point on which you need
further clarification, I am at your
service.

Chairman: Your apprehension is,
‘speaking with two voices. May I put
+in a hypothetical proposition. Of
~course, the committee will decide; that
is another matter. Suppose we decide
+on an Indo-foreign combine and not
purely foreign enterprise. In the
-combine, if the majority capital is
Indian and if the foreign capital is up
"to 49 per cent., if it is predominantly
"Indian—that is the language—and if
it is managed by Indians, do you
“think that in such a case, this sort of
mischief can be done by non-nationals
who are admitted into Indian ship-
-ping?

Shri M. A. Master: Your proposition
is that the capital will be owned to
:an extent of 51 per cent by Indians
.and 49 per cent by foreigners. Let
us examine it. The 49 per cent which
will be owned by the foreigners will
"be one solid block. But the 51 per
-cent Indian capital would be perhaps
split up into several parts.

Shri J. S. Bisht: Why should it be
~807?

Shri M. A. Master: If you examine
“the shareholders’ registers of several
.Joint-stock enterprises in this Coun-
try-nowadays of course the publish-
-ed balance sheets give you the figures

.as to who own the shares-take the
"Tata group, you will find that the
.share-holders are over 28,000. Take

the Scindias. The shareholders are
over 20,000. Take the Central Bank,
"The shareholders are over several
thousands. Therefore, taking a
practical view of what is obtaining
today, you will not find one block, so
-far as 51 per cent. is concerned. Again,
if there is one block of 51 per cent.
it will not be a joint stock com-
‘pany in the public sector. It will
"have certain other obligations to
discharge. I do not wish to enter
‘into that,
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Now your question is: suppose
there is a majority of directors and
there is a majority in the manage-
ment, what would be the consequence.
The consequences are very easy to
imagine. Even if there is a very small
minority of the foreign company in
the management or in the board, you
would not be able to carry out the
policy which you have in view. Let
me give another hypothetical illustra-
tion. Supposing our Government
were to tell us that we should not go
to a particular port of a country with
which we may not be friendly and an-
other foreign director is on the board.
His country may be friendly to that
government and it will not be possi-
ble for us to discuss this. Suppose
we are thinking of opening new
branches where the British people are
interested and we have got one
British director on the board. It will
not be possible to discuss this. So it
is our view as practical businessmen
that it is not possible to discuss these
things with them. There are various
other considerations. These are the
considerations arising from the view-
point of defence strategy, and the dis-
charge of international obligations.
We have to take the picture as a
whole, not a picture here and there.
What would be the effect on our
economic life? What will be the
effect so far as the defence is concern-
ed? What will be the effect so far
as the discharge of international
obligations is concerned?

Not let me give you two illustrations.
During the war there was great trouble
in Burma from 1942 onwards. It was
only the Indian ship that carried 64.000
evacuees. So many British ships came
from Burma. But not a single Indian
was brought to this country. But I
was scolded that my company had
bolted from Burma. I submitted that
not only had I not bolted but each of
my ships had lifted about 4,000 people
from Chittagong while the British
ships did not lift the passengers.
Similarly, when India was divided,
theres were refugees coming from
Pakistan, It was again only the
Indian ships that brought about two
lakhs of refugees from Pakistan. No



British ship came forward to assist
us.

Shri V. K. Dhage: What about the
other countries?

Shri M. A. Master: The majority are
British ships. That is why I referred
to the British ships.

Shri V. K. Dhage: Could you safely
say that except yours no other ship
carried any passengers?

Shri M. A, Master: I find from the
records that 64,000 evacuees were
carried by Scindia Steamship Com-
pany from Burma to India and over
two lakh refugees from Pakistan to
India. I had reasons to go through
this question when it came up before
the Commerce Minister. At that time
I was called upon to submit a note.
That is how I carry it in my memory.
These are the great disadvantages
because of which we say that we do
not want any foreign combine.

Chairman: Are you of the view
that such a combine will not carry out
the mandate of the Government of
India in emergencies like the one
you have suggested?

Shri M. A. Master: It is a historical
truth that in times of emergency your
sympathies will lie with the people of
that country to which you belong.
The most important thing which we
have to remember is that it will be
the foreign company which may be
working in London or Germany or
America—they are the people who
are interested in forming the Indo-
foreign combine—that will be giving
the directions, and I have not the
slightest doubt that this combine will
take their instructions from the prin-
cipals and those instructions will
certainly be not in consonance with
our aspirations or our needs and
requirements. This has happened in
the past and is bound to happen in
the future. That is why we have
said that we do not want any Indo-
foreign combine.

There are other
which also you may
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viewpoints from
examine this

question. You want foreign capital
You have not got the foreign exchange.
Well, it is not only the equity capital
that will enable us to tide over our
difficulties. There are other sources.
There are loans and there are commer-
cial credits. There are various
methods of financing it without
releasing foreign exchange. You can
have either the self-financing system
or the deferred payment system.
Now I know very definitely that there
are negotiations going on for three
more ships.

Now let us take the steel industry,
Shipping is certainly as vital, if not
more than the steel industry. Accord-
ing to the report made by the Chair-
man, Tatas would need Rs. 118 crores
in order to carry out the replacement
and other expansion programmes, as
desired by the Government. What do
we find? Government has helped
them in getting about Rs. 75 crores
as loans from the World Bank, Govern-
ment has raised their retention price
which would bring, according to
Mr. Tata—he stated that in the speech
that he made in the last annual meet-
ing—about Rs. 20 crores. To one steel
company they have given Rs. 20
crores free of interest. To another
steel company they gave Rs. 10 crores
with some rate of interest. So the
largest amount that was necessary,
more than 80 per cent, according to
the figures which I have just sub-
mitted, were given to them either in
the form of loans or advances or
commercial credits.

Now our submission is this. Let us
examine whether it is not possible to
get capital in any other way. Our
Government have been good enough
to give us what is known as dollar
credit. It is quite possible to secure
for us further credit from the World
Bank, as the Government has secured
Rs. 24 crores for the major develop-
ment schemes of the ports. I will
give you another instance. When the
Chairman of the World Bank Mission
came here I met him with a deputa-
tion of the Indian shipowners. We
placed our case for assistance, so far
as expansion of Indian shipping was



concerned. He said that they would

very willingly assist us But no
scheme was placed before them by
our Government. So, it was not

possible for them to do anything. I
may point out that there was a letter
which the President of the World
Bank wrote to the ex-Finance Minister
where he stated that he would certain-
1y consider schemes for the expansion
of shipping as well as schemes for
the development of major ports. No
scheme was placed before them. I do
feel that if our Government would be
pleased to explore that line for getting
finance, we will certainly get loans or
commercial  credits. We  ourselves
have been trying it. As a matter of
fact, it comes to about Rs. 6-7 crores
and additional tonnage has been pur-
chased recently on the basis of cither
self-financing schemes or on deferred
payment system. If this line is
explored, certainly we will be getting
a substantial amount of foreign money
which would enable us to carry on
our programmes still further. There-
fore, taking a broad picture, consider-
ing the question from all different
angles, we are deflnitely of the opinion
that the existing policy should not be
disturbed and there should be no
Indo-foreign combine. Now I will
request my colleague to elaborate it
from another angle.

Shri C. H. Bhabha: I would like
to supplement one or two things on
this aspect of Indo-foreign combine. In
the first place, the foreign interest
which may be willing to participate
in any form, whether it is debenture
loan or equity capital, would parti-
cularly prefer equity capital since
that would give a sort of voting right
and control over the organisation and
the interest of such a shipping com-
bine across the seas outside the shores
of our country would not be of the
highest nationalistic order. And when
I make this statement I do it with
all respect and I can substantiate it
with a case which does exist today in
this country. There is a so-called
Indian shipping company, 82 per cent
of the capital of which is held by
foreign sources or B I company—that
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is the Mogul line which is very well-
known. If you look into the balance
sheets of this company for the last 5,
7 or 10 years, you will find that what-
ever amount has been saved during
the last decade or so, that amount
of the reserve fund hag been invested
in the form of New Zealand bonds,
not Indian Government securities, and
no law of the land can compel them to
do so. That is point No. 1.

The second point is that whenever
any repairs to ships of that Corpora-
tion have to be carried on. it has to
be done only through particular repair
shops in this country which are exclu-
sively owned by non.Indians and not
even five per cent of the repair works
for these ships will be entrusted to
Scindias or any Indian workshop,
the reason for that being than through
those repair shops they can so manipu-
late their profits as not to pay the full
amount of taxation here and they can
benefit their sister concern which
again employs most of the non-
nationals of this country,

Thirdly, when a replacement has to
be made,— as you are well aware,
an order for the replacement of an
important part may be costing a few
thousands of pounds—thut will be
placed on particular individuals etc.
outside the frontiers of this land, and
the price is 80 manipulated as to
benefit the foreign holder of that
equity or debenture capital. It is
agreed and there is no gainsaying that
there are concrete instances of this.

This Company, for all practical
purposes, is an Indian Company, regis-
tered in India. But the share capital,
the ordinary share capital. is held by
the B I Company. As a result of that,
the directors which this company
takes are not from the paid employees
but almost invariably from the foreign
nationals. They are all foreign
nationals, except for the sake of
convenience one or two Indians are
invited to join the board, just to keep
up appearance, especially after 1947.
Before 1946 or 1947 there were no
Indian directors, except a Muslim
gentleman. That was done with the
idea of getting business, bccause they



were plying on the Haj route. So, in
order vo be on the right side of
Government there and in order to
" utilize him for certain purposes, this
Director was kept and paid. Today,
of course, there are two Indian direc-
tors on the board of this combine.

When they order out machinery or
important parts, they place exclusive
orders through their parent company
on certain suppliers, who can be
expected to so adjust the prices as
to benefit the main holding company.
There is no secret about it. This is
being done more often than not.

The other aspect is tnat they are
able to pocket in several ways a very
substantial chunk of the earmings of
the combine by way of managerial
remuneration. And I am not divulg-
ing a secret when I say this. When
I was dealing with them as Chair-
man of the Company Law Commis-
sion, I found the managing agents of
the Mugal lines were taking commis-
sion, in various forms, which was at
least six times the normial ten per
cent or whatever was allowed to
others. When I confronted them with
certain facts and figures, saying that
the management expenscs of a big
organisation like the P & O or the B.L
were a fraction of it, they said: “We
are looking after the various ports”.
They used to charge port commissions
at every port. They used to charge
supply commission at every port.
They were charging very high freights
also, with the result that a small
company like that with only, I think,
four ships—at that time, they had only
four ships now they have six ships—
were pocketing an indirect sort of
levy or charge from this company,
“{hich worked out to something like
six times the normal remuneration
which were paid to the managing
agents of other steamship companies in
India. Not being content with that,
they have no faith in us and our
countrymen.

When they placed orders for two
more ships, this Indian company,
which you and I would call Indian in
cvery sense, they kept the ships
registered under foreign flags. I do
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not know whether these ships are still
registered under the British Flag.
They are flying the British fiag and
call themselves an Indian Company!

These are the main things which
we have to take into account. Now
you talk of the proportion of 51 and
49. May I, with due deference to all
the knowledge that all our friends
across the table may possess, just make
bold to show you that no other mer-
chant fleet anywhere in the world has
got a non-national employee anywhere
over the rank of a third officer. If it
is a British line the senior-most offi-
cers of that vessel will be Britishers.
Because, when they are on the high
seas, they are the owners’ representa-
tives. They have power over life and
death. They can pledge a ship. They
can get the ship mortgaged and the
owner of the ship will have no control
over them. Suppose your ship has
gone to Liverpool or Glasgow and a
non-Indian is in charge of it. He can
pledge your vessel or “mortgage your
bottom” as they call it; that is a
technical term. So, whether it is a
Japanese ship or Italian ship or a
German or British ship, no officer over
the rank of a third officer will be a
non-national of that country. So, if
we inject the foreign capital into any
organisation, the result will be that
they are bound to bring forward their
own technical men. Then it may hap-
pen that a non-national may become
the Chief Engineer or the master of
the vessel, because we have not got
men of sufficient calibre. In that case,
Indians would be in a great danger in
a national emergency, as the ship will
be controlled by the foreigners. I am
looking at that contingency.

Shri Rajendra Pratap Sinha: Sup-
pose you make a provision in the Bill
that all the Indian ships must be man-
ned by Indians.

Shri C. H. Bhabha: If you make such
a provision, no foreigner will come
here.

Shri Rajendra Pratap Sinha: Is it
advisable to have it?



Shri C. H. Bhabha: You cannot do
that, because under the international
law that would be discrimination on
the high seas. Under the international
convention we will not be justified in
doing that. Apart from that, the
other aspect to be safeguarded against
in a corporation or an organisation of
this nature is that no sooner you stipu-
late that you will have 40 per cent
foreign capital—or any percentage
which the Committee and Government
in their wisdom fix—you cannot check
certain things under the existing laws
of the land. They can conveniently get
10 or 12 per cent of the stock regis-
tered in the name of a foreign company
or a holding company or an insurance
company which is operating in this
land. It can hold that on behalf of
somebody else whether in Japan or
West Germany or England and still
say that it has complied with the law
of the land.

Chairman: Will you kindly repeat?

Shri C, H. Bhabha: I will give you
instances in other fields—other than
shipping. Under the Companies Act
there are no provisiong regarding the
holdings by non-nationals. Under the
Companies Act we have no such pro-
vision as we have in other countries
like Switzerland and America. There,
there is a compulsion that at least a
majority of the Board of Directors—
say—the directorial staff, that is, the
management, should be at least natio-
nals of that country. If for shipping
you wish to do that, you will have to
make several changes to follow. The
simplest way to circumvent is to have
& block of shares registered in the
name of other companies which are
registered in India. There are several
holding companies belonging to non-
Indians in this country and they are
perfectly legitimate companies because
the foreigners or the real owners are
the real owmers of those companies.
In every sense of the term, they are
Indian combines. So, they will do
that.

The other subterfuge, which is also
used today, is to create a few Indian
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nominees and hold their shares on
blank transfers. What is the conse-
quence? Today you may think that
Guest, Keen Williams is an Indian
It is in no sense an Indian

company.
company according to me. I do not
know what my friends across the

table and yourself think. They hold
shares for another company of London.
They are only holding 25 to 30 per cent
and the rest of the shareholders are
all Indian and are spread out through-
out the length and breadth of this sub-
continent. But with the block vote
they have got—because the other
share-holders are spread out with
hardly a director or two—they put
their nominees. More than % of the
members of the Board are non-Indians,
The higher executives right up to the
rank of—I forget what they call it—
the Senior Foreign executive or some-
thing—are non-Indians. The price fixa-
tiom is Mmanipulated by London be-
cause they are the agents again of the
parent company, and naturally so.
They can adjust the prices of certain
raw materials etc. which get because
they are governed by their whole-
world policy, what to fix for India and
how to make the cost more expensive
so that it cannot go to Malaya for
instance.

I venture to place before our friends
what happened in one shipping com-
pany. In spite of our efforts we were
prohibited from lifting some cargo.
We strove our best to try to lift that
cargo because we were going half
empty or 2|3 empty though we were
full voting members of the Indian-
Australian line and the India-Japan
line. We were not allowed to lift that
cargo from Singapore because there
was another sort of subsidiary line
over which we had no hold and they
said that they had allotted so much
to such and such a company. We did
our utmost for 2 or 3 years with all
the pressure of Government; but
nothing happened. That is the power
of the Conference lines. Let us not
under-estimate their powers. Besides
this, whatever vote we may have, the



decision of the majority is binding.
The only other alternative is that you
do not become a member of that line.

I would illustrate it by one instance.
When the Government ship used to go
to any Japanese port, through the
conspiracy of others the rates were
lowered to something like 1|4 of the
prevailing freight rates and that too
for lifting government cargo, not out-
side cargo or commercial cargo, with
the result that the government ship
had to lift that cargo at the then pre-
vailing rate. Otherwise there would
be the criticism that it was not lifted
though the prevailing rate was such
and such. They would so time the
dropping of the rates that it would
come into effect when the ship of the
Eastern Shipping Corporation was
berthing at any of the Japanese ports.
A solution was found. I discussed it
with the Railway Ministry. I said,
take it at the prevailing rate.

Today no foreign government will
agree to the payment of your freight
in any currency but the two univer-
sally accepted currencies, viz. the
sterling and the dollar. That is again
one of the things which we are battl-
ing against—to see if we can save our
foreign exchange by payment in terms
of rupees. We are ploughing a
lonely furrow on that issue; we have
had no success at all. If it is a purely
Indian concern, that concern may say:
Whatever moneys I am spending
abroad for the maintenance of my
crew or whatever provisions or tackle
I buy at foreign ports may be paid to
me in foreign exchange; for the rest
I will accept rupees.

These are the grave dangers.

The other points have been elaborat-
ed by my friend and if there is any
further elucidation to be done I am
prepared for that.

Chairman: If the concerns take pay-
ment only in dollar or sterling would
that not accrue to the Indian Govern-
ment proper?

Shri C. H. Bhabha: Yes; but the
combine would be a foreign company
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who would hold 40, 30 or 27 per cent.
To that extent they will try to take
it home and they will not agree to keep
it here.

Chairman: What we understood was
that it is only the profit or the divi-
dend that the foreign company will
be entitled to transfer to their parent
country.

Shri C. H. Bhabha: As the policy
stands today, they are entitled not
only to remit their profits but they
are entitled also to a repatriation of
their capital along with capital gains.
To avoid capital gains, they will be
making additional profit in the way
I have mentioned.

Chairman: I am speaking about the
freight that will be earned by the
combine. Will that freight not be
credited first to the Indian coffers?

Shri C. H. Bhabha: Yes; that is
correct.

Chairman: We shall only allow just

the profit or the dividend to be taken
away.

Supposing we do not allow any
foreign interests to constitute any com-
bine in our Indian shipping and with
the help of the Government or with
the efforts of the shipping companies
themselves we can reach the target of
9 lakhs within the period of the
Second Plan. Even then we are cover=-
ing just some 10 per cent of the freight
bill that we are at present paying. At
present we are incurring a freight bill
of Rs. 150 crores. Until we can in-
crease our tonnage we shall have to

g0 on paying this huge bill year after
year.

There are two alternatives. We ex-
clude foreign combines. Then we
limit ourselves only to the extent to
which our own resources can go. On
the other hand, if by allowing foreign
combines there is a chance of huge
capita] coming in and an increase of
Indian tonnage to a large extent, to
that extent you save the freight bill.
Supposing we can have efficient checks
on the directors whether we have a
majority or not, is it not preferably



that we should allow foreign capital
to form eombines here so that we may
save a large percentage of this freight

bill? :

Shri M. A. Master: May I place a
few facts before you? At the time
war came to an end, India had only
about 98,000 tons of shipping. From
1946 to 1st April 1951, the pre-Plan
period India acquired 8,33,000 tons of
shipping or nearly 75 ships. Indian
ship-owners invested about Rs. 22
crores from their own internal resour-
* ces. During the period of the first
plan, when the tonnage was costly,
when the difficulties for getting a boat
increased from day to day, Indian
shipowners purchased 73 ships to the
tune of 3,03,000 tons. They invested
Rs. 44 crores—22 crores from their own
internal resources and 22 crores by
way of loan from the Government. I
want to stress the fact that berths
were not available and it was through
the good offices of the Government and
the efforts of the individual ship-
owners that the berths were secured.

During the second plan period,
owing to the great encouragement
which we received from Dr. Nagen-
dra Singh during the latter half of
the year 1956, we placed an order for
1,68,000 tons—28 ships, 14 for the pub-
lic sector and 14 for the private sec-
tor. Since then we purchased 15
more ships either on self-financing
basis or on deferred payment system,
with the result that today we have
made commitments to the tune of
2,86,000 tons.

I beg to submit that India is under
a planned economy. The study group
recommended 10,45,000 tons. Mr.
Bhabha and Dr. Ramaswamy were
members. but I was merely invited
by the Government to help. This was
cut down to 9 lakh tons by the Plan-
ning Commission. Surely we can
have no quarrel over that. Today it
is not possible for me to go in for
more ships than 9 lakh tons, because
that is the target fixed by the Plan-
ning Commission. If the Planning
Commission and the Government ask
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us to go ahead, we shall be very
happy to do so.

You have raised the point that we
want to reach the target of 2 million
tons. It is a desire which is shared
by all of us, but under a planned eco-
nomy there are severe restrictions im-
posed on us. If tomorrow the Plan-
ning Commission comes forward and
says, let the Indian ship-owners reach
the target of 2 million tons during the
end of third plan period, we shall
certainly put our heads together and
try to raise the necessary finance and
secure the necessary tonnage. But in
the absence of such a policy, what the
Planning Commission has laid down
prevails. The Transport Minister
congratulated the Indian ship owners,
so far as the first plan was concerned,
on the spirit, initiative and enterprise
they had shown. There are serious
difficulties in our way, and these diffi-
culties have been fully appreciated by
the Transport Minister. He told us
last December, “Unfortunately Gov-
ermment had not given that encoura-
gement and priority to shipping which
it deserves.” This is the view of the
Transport Minister and not the ship-
owners. He also told us that there
was no co-ordination and co-operation
amongst the different Ministries. I
only want to emphasise that we are
fully willing to co-operate with the
Government in reaching any target
which the Planning Commission may
lay down.

Chairman: The question of foreign
exchange comes in.

Shri M. A. Master: I have some ex-
perience in this matter because I have
been Chairman of several committees
and I have come into personal contact
with the Transport Minister. The
broad fact is today Government is the
largest single importer and exporter.
If you find we are charging higher
rates, the Government can suggest
that the rates should be settled on an
average basis and it can be adjusted
with the State Trading Corporation
also. If tomorrow you lay down a
target and say that the Indian ship-
owners should reach it, I dare say the



ship-owners will put forward their
best efforts. If only you will allow
us to earmark the exchange which
we earn, this will not be difficult. If
you think Indian shipping could not
stand on its own legs and if you in-
vite foreign combines, would we not
plead with you to allow us to utilise
the exchange that we earns?

Secondly, Government laid down
only a few weeks ago what is called
non-lapsable shipping development
fund. The Transport Minister en-
couraged us by saying, “Here is a
perennial source of finance and you
can have perspective planning.” My
only reply is, given a certain climate,
we can do it. This climate is not
peculiar only to shipping. It is
peculiar to all the industries. You
are not importing foreign equity
capital for the railways or steel in-
dustry or Air India International,
Only in the case of shipping you say
you want to do it. You must have
some solid balanced reasons for that.
Shipping is much more vital from the
point of view of defence and if that
is so, why should equity capital be
imported for shipping alone? If you
tell us that this is the target to be
reached, I do feel that the Indian
ship-owners who have played their
part so well during the last ten years
will certainly come forward and ex-
plore all possible ways either by way
of loans, commercial credit, loans from
Government or from outside, self-
financing basis, deferred payment sys-
tem and so on, and will deliver the
goods.

Shri C. H. Bhabha: As my friend
has said, if the right atmosphere and
climate are created, even if the target
is pushed up, that can be fulfilled des-
pite all the difficulties that are facing
us today. I would only draw your
attention to a similar situation which
faced West Germany in 1948. Their
foreign exchange position was no
worse than ours today.

Chairman: No better.
Shri C. H. Bhabha: I said no worse

because they received Marshal Aid.
Despite all the difficulties, the law

that was promulgated in West Ger-
many did not visualise any collabora-
tion with foreigners to develop its
merchant fleet. They made other
arrangements and as a result
of certain definite positive assu-
rance of a long-term nature and
certain definite policies that the West
German Government pursued, the
tonnage that Germany has today is
greater than the pre war tonnage that
Germany had, although it was one of
those countries which was completely
bereft of any merchant shipping.

Shri Raj Bahadur: They have
got well developed ship-building yards.
The comparison should be between
equals.

Shri C. H. Bhabha. All those were
nearly on the ground. When they
started building ships, their troubles
were as great and perhaps more than
ours.

Shri R. P. Sinha: The Germans
developed their shipping with Ameri-
can capital.

Shri C. H. Bhabha:
American capital as such. At that
time they had what they called
Marshal Aid Plan and they gave the
capital goods for building ships. They
gave the raw material. They also
took an undertaking from the then
West German Government that so
much percentage of steel will be allot-
ted for a particular important industry.
In addition, subsidised loans were
given by the West German Govern-
ment to purchase tonnage. So, it was
not merely American capital that was
responsible, because as you must have
known, the average American is
very much hated all over Europe.

It was not

Shri K. Perlaswami Gounder: In
the case of joint-stock companies they
want only majority shares.

Shri C. H. Bhabha: That is a
differet point. I am saying in answer
to the Chairman’s question that given
the proper atmosphere, the target of 2
million tons could be reached. That
is borne out by the fact that despite
all disadvantages, other countries with
shattered economies have not only



reached their targets, but exceeded
them.

Shri R. P. Sinha: In order to reach
the 2 million target, is it possible for
the industry to arrange for commer-
cial credit or other types of loan?

Shri C. H. Bhabha: It will be
possible. Eugene Black has stated in
his letter to the ex-Finance Minister
that he would be prepared to give
money for port and shipping develop-
ment.

Shri M. A, Master: 1 would like to
make one more observation. One
important manner in which Germany
helped people to build ships and
expand the tonnage was through a
system under which if any industry
which made profits transferred those
extra profits for the building of ships,
those profits were free from tax.
You will find from the published re-
cords that they run into several
millions. I am quite sure that if our
Government were to emulate
Germany in their example there will
be no difficulty of any capital from
internal resources.

Another matter to which I would
like to invite the attention of the
Committee is the manner in which the
Japanese developed their shipping.
That is known as the sugar link. The
profits from the sugar industry are
transferred to flnance ghipping. There

are various methods which you can
explore. If tomorrow you were to
request the Indian shippers to sit

acroff the table with the Transport
Ministry and the Planning Commission
and show how to do it, the ship-
owners can certainly put forward
several schemes and, subject to the
approval of the Government, they
could be pushed forward, finances
could be raised and tonnage could be
obtained.

Shri Ghanshyamlal Oza: You just
now referred to the tariff warfare
carried on by Dutch companies. In
case there is an Indo-foreign combine,
would it not be equally affected by
this tariff warfare as an Indian Com-

pany?
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Shri M. A, Master: Is it your sug-

gestion that the tariff war will
compel us to make...
Shri Ghanshyamlal Oza: While

making out a case that Indo-foreign
combine should not be encouraged,
you referred to the tariff war carried
by the Dutch lines in India.

Shri M. A. Master; What I said was
that if there is an Indo-foreign combine
India would be speaking with two
voices. So far, since both were
Indians they spoke with one voice.
That is the point I was making.

Shri Ghanshyamlal Oza: The Indo-
foreign combine will also be equally
interested in seeing that no  tariff
warfare takes place.

Shri M. A. Master: I am afraid not,
because the representatives will
represent the parent company if they
are diametrically opposed to us.

Shri Ghanshyamlal Oza: Not perhaps
in all cases.

Shri M. A, Master: I would not

say in all cases; but it would be so
in 99 cases out of 100.
Shri Ghanshyamlal Oza: You said

that the master and engineers have
got wide powers. If you look into the
provisions of this Bill, particularly
clause 69, you will ind that they
empower the Government to prescribe
by rules to whom such certificates are
to be given, Can the Government not
regulate the issue of certificates only
to Indian hands so that the interest
of the country will be safe? Don't you

think that the difficulty can be
obviated?

Shri M. A. Master: What you said
is perfectly correct. But Mr. Bhabha

referred to another point. What we
were submitting was this. = It is not
that our Government has not got the
power to issue a certificate of com-
petency either to our nationals or to
foreigners. My friend at the other
end is making the point that a foreig-
ner can be issued a certificate of
competence by the India Government,
and I know that the Government have
got the right to do so. But Mr.
Bhabha was referring to a differeat



point. The point that he was making
was that when there is a foreign
combine—and a foreign combine will
naturally have a holding company at
the other end, the parent company,
ag they call it—they might employ as
master and engineer men of their own
choice, and that is bound to create
difficulties.

Shri Ghanshyamal Qza: Can the
Government not insist upon employ-
ment of only Indian nationals in cer-
tain positions?

Shri M. A. Master: Government
can pass any legislation and they can
do anything they like. But I do not
know how far our Government will
be prepared to go in that connection.

Shri J. H. Joshi: Today you said that
the freight charges of cargo from
Calcutta to Londcn, which were 100
shillings previously, on account of the
keen competition between two com-
panies, were brought down to £0/1|6.
I am reminded of a similar incident in
which the British India Steam Naviga-
tion Company ran into competition
with a German Company 30 years
back before the first war and the
passenger fare was reduced from
Rs. 100 to Re. 1/- and some passengers
were even carried free. In the pre-
sent circumstances, if the proposed
Bill is passed, would the same cut-
throat competition continue?

Shri M. A. Master: My answer is
this. So far as our coastal trade is
concerned, the Government have got
the power to give a licence. Govern-
ment can withdraw the licence of a
shipping company which is carrying
out a freight war. But, go far as the
overseas trade is concerned, Govern-
ment has absolutely no voice. The
rates of freight are fixed by the com-
panies concerned. A German company
will not take their instructiong from
our Government, nor Dutch Govern-
ment or Scandinavian Government.
The point is that any foreign line is
entitled to come to our ports, load
cargo and discharge cargo. That is
the international position. That being
the international position and the fact
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being that they cannot accept the in-
structions from this Government, the
same freight rate will continue.

1 will make only one more observa-
tion in this connection. The most im-
portant consideration that we have to
bear in mind is the export drive. When
there was a likelihood of increased
trade with China when we built some
markets there, the P. & O. raised their
rate of Rs. 15. Tatas were having a
few steamers and they wanted to carry
freight at Rs. 6/-, The P.&O. immedia-
tely reduced their freight from Rs. 15
to Re. 1. As soon as Tatas disappeared,
the rate was raised to Rs, 17|8|-. What
has happened in the past will happen
on future occasions, because it is not
a political consideration; it is a ques-
tion of pushing the trade of one coun~
try. Therefore, I do say that the
Dutch freight war will repeat again
whatever powers our Government may
possess.

Shri J. H. Joshi: You also stated
that refugees were lifted from Pakis-
tan and were brought to our country
by our shippers and the foreign ships
declined to do so, Do you hold the
view that same attitude of the foreign
ships would continue if this Bill were
passed into law?

Shri M. A. Master: It all depends
upon the political conditions at that
time. If the foreigners’ political aspi-
rations do not coincide with our poli-
tical aspirations, it is more than possi-
ble that the same attitude will prevai}
in the future,

Shri J, H, Joshi: You said that the
British India Steam Navigation Com-
pany is a foreign company. May I
know which flag it is flying? I want
this for the sake of information.

Shri M, A. Master: British flag.

Shri H. N, Mukerjee: I do not pro-
pose to go over the ground covered by
others or ground which we have In
common. But I am glad that Shri



‘Master and Shri Bhabha are appear-
ing before us as independent indus-
trialists and not as spokesmen of the
ship-owners. I notice that they have
drawn a comparison between the as-
sistance which has been given to the
iron and steel industry in this country
and how the shipping industry has
been treated rather like a Cinderella.
Now, in regard to iron and steel in-
dustry, Government has found it
necessary to have the installations, a
major part of the installationg at any
rate in the public sector. That is to
say, the future development of the
iron and stee] industry would be in
the public sector, and the iron and
steel works already started in the
private sector would naturally get
whatever assistance they deserve.
Now, in view of the craftiness of the
foreign money-making interests, about
which we have heard so much, and in
view of the difficulties which are
being experienced by the private
capitalists in the shipping industry
without very substantial and very im-
posing Government assistance, I
would like to know the views of Mr.
Master and Mr. Bhabha about the
policy of nationalisation as far as the
shipping industry is concerned. I do
not mean that the present interests in
the shipping industry should be taken
over, but the future development
woulg be in the direction of nationa-
lisation. I would like them to assure
the Committee that in that case the
talents of those who are working in
the shipping industry in the private
sector would be placed at the disposal
.0of the country.

Shri M. A. Master: My reply is very
simple. Up till now, the Indian ship-
ping companies have not received any
subsidy or financial help, as is being
given in every maritime country of
the world. The help which the
Government has given to Indian ship-
ping is the granting of loans. That
has been due to the fact that the cli-
mate for the formation of capital has
become very difficult in the country.
I shall not elaborate that part of the
.argument here.
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My friend puts me the question:
what will be our attitude towards the
policy of nationalisation. Let me
humbly remind my friend of the fact
that under the existing industrial
policy, which the Government
announced in April 1956, they have
laid it down that they will be the
major partners, so far as the trans-
port is concerned, with the ultimate
idea that they want to monopolise the
transport. I wrote an article on
“Will Indian shipping be nation-
alised.” Government spokesmen gave
a reply on the floor of the House that
it was not their intention to nation-
alise Indian shipping. I do not know
whether any radical change has been
made in that policy or not, as I am
not in the secrets of the Govern-
ment. But looking at the shipping
industry as a whole, looking into the
manner in which the shipping re-
quires to be managed, looking to the
fact with the experience derived all
this time, it would be much better to
leave Indian shipping in the hands of
the private sector. But what the
Government should do is not°a matter
in which I am competent to advise
them.

Shri H. N. Mukerjee: What I wanted
to find out from the witnesses here
was in view of the peculiar diffi-
culties of the situation, and in view of
the urgent necessity of increasing
our tonnage in as quick time as
possible, and in view of the parti-
cularly crafty obstacles which are
put in the way of the development of
Indian shipping by the foreign capita-
list interests, it may conceivably be
necessary to extend the orbit of the
public sector, as far as shipping is
concerned, and in that case it is im-
portent that we get from the repre-
sentatives of the industry in this
country, and specially of those who
are participating in the deveispment
of shipping, a kind of assurarcs that
co-operation would be forthcoming in
supporting the country in regard to
the development of shipping.

Shri M. A. Master. So far as the
present position is concermmed, Gov-
ernment’s policy is to confine it:elf te



9 lakh tons. People were talking of
reaching the target of two million
tons. But I have no information of
any particular plan which the Plan-
ning Commission has evolved in the
matter. Let the Planning Com:mnission
evolve a plan. As and whenr our
country has reached the target ¢f twon
million’ tons, I can assure my friend
that all the Indian ship-owners,
of course, I am not competent to
speak on behalf of all the ship-
owners, but of what I know of the
Indian ship-owners I can say this
without fear of contradiction—they
will place their services mat the dis-
posal of the Government.

Shri H. N. Mukerjee: What is your
anticipation in regard to the capacity
of the shipping industry as it is at
present constituted to reach the target
not ‘merely of 900,000 tons by the end
of the Second Five Year Plan but a
target of 2 million tons as soon as
possible and the target of at least a
quarter of our foreign trade in as
quick time as we can? Could you
give us a time limit so that as Memb-
ers of Parliament we could get Par-
liament to do it?

Shri M. A. Master: Given the pro-
per climate and given the proper
assistance, which, of course, shipping
is entitled to receive from Govern-
ment, in my humble opinion, the ship-
owners can reach the target of 2
million tons by 1965,

Shri Dhage: I will supplement the
question of Shri Mukherjee and it
will be helpful if Shri Master is able
to reply. My question is this. If the
Government comes in the field of
shipping by floating a corporation of
their own, apart from the question of
nationalisation, will it......

Shri Raj Bahadur: We have already
got that.

Chairman: We have already got two
corporations.

Shri M, A. Master: Let me make
the position quite clear. The attitude

of the Indian ship-owmers towards a
government corporation has always
been that of intensive cooperation. It
is the Scindia Co. that first joined the
first Corporation which was floated
by Government, put in their capital
and worked as agents till the new
Companies Act asked them to quit
that position. And yet the Scindia
Co., has been cooperating. If the
Government were to start a third or
a fourth corporation tomorrow, so far
as my knowledge goes, all the Indian
ship-owners will give their coopera-
tion to Government.

Shri Tangamani: I would like to
refer to some of the points raised in
your memorandum. In paragraphs
16 and 17, you refer to the amount
invested by the private industrialists,
namely Rs. 44 crores during the first
Plan period and during the first two
years of the Second Plan period a
sum of Rs. 17 crores. May I know
how much more will be invested for
completing the target of 9 lakh tons?

Shri M. A. Master: The answer is
very simple. Let me summarise the
figures. In the pre-Plan period, the
ship-owners invested Rs. 22 crores
from their own resources. In the First
Plan period, the Indian ship-owners
invested another sum of Rs. 22 crores
from their own resources and Rs. 22
crores by way of loan. During the
Second Plan period, out of the sum
of Rs. 37 crores which the Planning
Commission had allotted to shipping,
Rs. 20 crores have gone to the public
sector and Rs. 17 crores have gone to
the private sector. And, a further
sum of Rs. 10 crores have been in-
vested by the Indian ship-owners
from their own resources. The Indian
ship-owners need an exchange of
about Rs. 15 crores to fulfil the target
of 9 lakh tons. They do not need the
rupee resources for that purpose. In
other words, as against Rs, 10 crores
which they have invested today, they
will be able to put a further Rs. 16
crores from their own resources.

Shri Tangamani: In paragraph 12
of your memorandum you stated the
policy of Government that 50 per cent.



of the trade should be borne by our
own industry. May I know how much
is being covered now and when you
will be able to reach the target of 50
per cent?

Shri M. A. Master: As regards the
present position, according to the
figures that are available, Indian ship-
owners have been carrying about 6
per cent. of the overseas trade. The
Planning Commission suggested in
their report that we should at least
reach the target of 15 per cent,

One important point which we
should note in this connection is that
Indian overseas trade has been rapidly
increasing. It has gone up from 20
million tons to 25 millions. This
would necessitate the revision of the
target of 2 million tons to carry 50
per cent. That is the present position.

I do not know what particular point
my friend has in view in asking this
question.

Shri Tangamani: Government’s aim
is that ultimately 50 per cent of the
foreign trade will have to be carried
by our own shipping.

Shri M. A. Master: I tully appreciate
the point which my friend has been
making that Indian shipping should
carry about 50 per cent of India's
overseas trade,

Shri Tangamani: I want to know
whether there are difficulties in the
way, governmental or otherwise.

Shri M. A. Master: If the Govern-
ment were to change the existing
policy of chartering for the large num-
ber of commodities which they have
been importing and if they were to
arrive at an understanding by dis-
cussion .'with Indian ship-owners, ‘a
lot of tramp shipping could be put on
the seas.

One Indian shipping company has
already been in the fleld. It has put
8 ships for carrying on what is
known as the tramp trade. Some
time back Government themselves re-

74

quested me to give them some indi-
cation as to the extent to which tramp
shipping could carry the trade. I
pointed out that out of 20 million tons
of the entire trade including oils, 55
lakhs of tons were carried by tramp
ships. It is for the Government to
discuss the matter with Indian ship-
owners. There are two trades; one
the liner trade and the other tramp
trade. Now, as we are importing
wheat, steel, fertilizers etc. and ex-
porting iron and other ores and
various other commodities, it will not
be a very difficult proposition to
evolve a scheme of what is called
tramp fleet in this country owned by
the nationals of the country which
will increase the trade from 6 per
cent to at least 20 per cent straight-
away.

Shri Tangamani: In your memo-
randum you mention that there are
certain seafaring countries owning
nearly 60 per cent of the total ton-
nage of 110 million tons and they
allow certain control by foreign
nationals. That is mentioned in your
statement also. May I know what
is that sort of control and whether
that control takes away the indepen-
dent functioning? ‘

Shri M. A, Master: What we have
stated in the memorandum is this.
There are countries which own today
nearly 69 per cent of the tonnage in
the world which do not allow any
foreign individuals to own shipping—
including Great Britain. Then, we
have stated that there are certain
countries which impose restrictions in
regard to the owning of capital. But,
in a large number of countries, the
entire or the predominant direction,
management and representation is in
the hands of nationals. For instance,
in Japan, it may be possible for any
foreigner to start a shipping com-
pany. But, the Board of Directors,
the Managing Directors and—what is
much more important—all the re-
presentatives must be Japanese.
That is to say, if any representative
is to be sent to a Conference that



representative must be a Japanese.
That is the point to which I have in-
vited the attention of the Commit-

tee.

Shri Tangamani: We
dealing with foreign
other subjects....

Chairman: I quite realise the posi-
tion. Members should also realise
that we will be meeting only upto
tomorrow and that we work 8 hours a
day. The limitation has been there
which has been put by the Members
upon themselves. We have to finish
the business. There is on association
whom we have not yet called and who
have informed me that they cannot
wait till tomorrow. Anyhow, we shall
have to finish all this. The time factor
is there.

Shri Tangamani: In the Bill there
is provision for the Director-General
which is already existing. You have
suggested that it will be advant-
ageous to have a Shipping Board.
You also say that in that Shipping
Board, along with the Chairman,
there should be two non-official
members. May I know what is the
purpose of having such a Board?
What powers do you propose to give
to this particular Board? Is it some-
thing like the Port Trust or the
Dock Labour Board or the Passen-
ger Transport Board in U.K.? What
is the sort of Board you conceive of?

Shri Dhage: Why don’t you want
the Director-General of Shipping?

Shri M. A. Master: We have pointed
out in our memorandum that we have
grave apprehensions about the wide
powers which are embodied in
clause 392 and 397 of the Bill. Even
if those powers were given to Gov-
ernment, it would be highly preju-
dicial to the growth of shipping. I
do not know of any important mari-
time country where power is given
to Government to say that you shall
sail your ship in a particular route
in the overseas trade. I do not
know of any important maritime
country where it will be competent
to any authority to tell the ship-
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owner that he shall go to a partl-
cular port only and that he shall
lift cargo from a particular port only
or that he shall not take passengers
from a particular port. We have
pointed out in our memorandum
that, in our judgment, these wide
powers should be taken away from
the Bill.

The second suggestion that we
have made is that there should be a
statutory board. You will remember
that so far as the report of the C. P.
Ramaswamy Iyer Committee is con-
cerned—the Shipping Policy Com-
mittee—this statutory board is there
and it has been accepted in principle
in the resolution which Government
adumbrated in the year 1947. We
think that if there is an indepen-
dent board in the manner we have
suggested, it will be possible for them
to do better justice to large ques-
tions of policy about which we have
also made a reference in a separate
paragraph in our memorandum.

Shri Tangamani: What would you
like to be the legal status of ships—
whether real property or personal
property or partly real and partly
personal?

Shri Dhage: In any case, they
want the mortgage to be done. They -
want that they should be allowed to
mortgage.

Shri Tangamani: You have
ferred in your memorandum
mortgages etc,

Shri M. A. Master: The only point
referred to in the memorandum is
this. We are now going in for ships
either on the self-paying basis
or on the deferred payment system.
If we have the deferred payment

re-
to

system, we have to mortgage the
ship. That mortgage is absolutely
different from ordinary mortgages
that we have made. It has been

definitely laid down that it is mov-
able property. If it is a question of
deferred payment, it will be very
difficult for the Indian ship-owners
to obtain the finance which the Gov-



ernment are very anxious that they
should obtain. It is from that angle
that we have pointed out that this
particular provision should be libe-
ralised.

Shri Ghosal: Having regard to the
fact that many projects are being
automatically pushed into the Third
Five Year Plan and in view of the
fact that the Third Five Year Plan
will be full of projects and taking
into consideration also the fact that
there is no chance of a bumper crop
in the near future, do you think that
the foreign exchange problem will
be solved in the next 6 or 7 years?

Shri M. A. Master: Just as Govern-
ment have been securing commercial
credits and loans for very important
industries and for their own projects—
and I have given reference to Mr.
Eugene Black’s letter that the World
Bank is willing to advance money to
ports as well as shipping—if that
line is exploited, I feel certain that
we shall be getting a few crores to
begin with to step up our tonnage.

Shri Ghosal: We have heard for
the last six or seven years no new busi-
nessman has entered into this busi-
ness. May I know whether it will be
possible for the shipowners, if this
foreign exchange trouble continues, to

collect that amount to increase the
tonnage? )
Shri M. A. Master: Scindia com-

pany took 15 years from 1919 to have
a tonnage of only 46,000 tons because
they were under the British rule. The
moment they got their own Govern-
ment, the Scindia fleet increased their
tonnage to 75 ships. Similarly the
Great Eastern and other combpanies
also increased their tonnage. There
are 30 shipping companies today on
the Indian register and I dare say more
may be coming provided the climate is
proper and they receive the necessary
help from the Government, as the
Government themselves have indicated
in various resolutions and speeches.

Shri Ghosal: If we accept the 51:49
basis, do you think foreign exchange
will rush into India?

(]

Shri M. A. Master: I do not think
so. That is not the only view to look
at it. I would examine it from vari-
ous viewpoints—strategic viewpoint,
international viewpoint, commer-
cial viewpoint, export drive view-
point, etc. Taking the entire picture,
I am definitely of the opinion that
it will not be in national interest to
invite any foreigners to start any
combine here.

Shri Vijay Singh: You have
enlightened wus on the working
of international conferences and cer-
tain problems that the shipping indus-
try is facing. There are two very
important considerations to bear in
mind. We have made very little pro-
gress in the development of shipping
industry in the last 7 or 8 years. The
great problem before us is the drain
on foreign exchange, because we have
not got our own shipping concerns.

You have pointed out two dangers
if we allow foreign concerns to come
into India. One is we will be out-
manoeuvred in international confe-
rences and the second danger is if
some emergent conditions arise, just
as the evacuation of nationalg from
Burma or Pakistan, we may face cer-
tain difficulties. These are two remote
contingencies which we may face if we
allow foreigners to come into our
country; but, nevertheless, I admit
these are dificulties which we have to
consider. At the same time, there is
another consideration, namely, that we
want rapid development of our ship-
ping industry. There are pros and
cons in both. In view of all the consi-
derations, which risk would you pre-
fer? Should we forego the imme-
diate development of our shipping
industry and avoiding the two dangers
which I have just now mentioned or
face the risk of these dangers and look
to the immediate development of the
shipping industry?

Shri M. A. Master: This question
raises several issues. In the first place,
it is a matter of opinion whether
Indian shipping has made satisfactory
progress. One important thing to
remember is that we cannot exceed



the target which the Planning Com-
mission has laid down. In the first
Plan, they laid down a target of 6
lakhs tons. The Indian shipowners
reached that target and the Transport
Minister congratulated them on their
initiative. In the second plan, the tar-
get has been curtailed from 10,45,000
tons to 9 lakhs tons and we have
already indicated how we propose to
reach that target. It is not the fault
of the Indian shipowners that they
have not gone beyond 9 lakhs tons.

The second point is the capital which
the Indian shipowners have been able
to invest since we became indepen-
dent. I think during the second plan,
it will be about Rs. 103 crores. So,
compared to various other industries
like the textile industry, steel indus-
try, cement industry or sugar indus-
try, you will find that Indian shipping
has given a very good account of itself.

As for the question when shall we
reach the target of 2 million tons, I
have already said that given the pro-
per atmosphere, if the Planning Com-
mission and the Transport Ministry
were to invite the Indian shipowners
and place before them a plan, I have
not the slightest doubt that the Indian
shipowners will rise equal to the
occasion and reach the target in the
time laid down.

Shri Vijay Singh: I think my ques-
tion is not properly understood. There
would be two opinions on the question
whether the shipping industry has
made good progress or not despite the
difficulties. Apart from that, today
we want to develop our industry as
rapidly as we can in order to save
foreign exchange to the tune of Rs. 150
crores. That is the immediate advan-
tage if we develop our industry as
rapidly as possible. As against this,
there is this remote or genuine fears
V{hich you have expressed. But in
view of our international policy, why
should we assume that all the interests
in the world will combine against
India, and if that is so, why should we
not take advantage of the immediate
benefit that we can get?
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Shri M. A. Master: There is not the
slightest difference of opinion bet-
ween us and my learned friend at the
other end in regard to the reaching
the target of 2 million tons in as short
a time as possible. We are quite pre-
pared to do that, but why insist only
on equity capital? There are various
other ways in which finances can be
raised—loans, commercial credits, etc.
My friend asks, “why are you so much
afraid of the damage that the foreign
combine representatives might do at
the international conferences?” I hope
he will forgive me if I say that the
conferences are held from week to:
week and month to month, but ques-
tions arise from day to day and a deci-
sion has to be taken. It is my person-
al experience and my friends also
have told me that it will be a grave
danger if foreigners sit along with the
Indian nationals in these conferences.
to decide these questions. That is why
I say it is disadvantageous to Indian
shipping if two voices prevail. I have
not the slightest doubt in my mind
that any representative of a foreign
combine will take his instructions
from the parent company. This is
what I feel from my experience of
nearly 40 years of Indian shipping.

Shri J. 8. Bisht: I find myself in
the midst of a cruel dilemma and I
want you to help me out. After hear-
ing you, there are only two alterna-
tives before us. We want rapid deve-
lopment of the Indian shipping indus-
try and we have got to get foreign
participation. Secondly, if the
danger in having foreign participa-
tion is so great as you say, the other
choice ig that we shouldq be content
with a slower development.

Shri M. A. Master: I have not got
any dilemma as my friend. My answer
is very simple. Instead of importing
equity capital, we can raise the neces-
sary finance by way of foreign loans,
commercial credit and so on. I can
assure him that we shall rise equal to
the occasion and reach the target as
quickly as possible,

Shri J. S. Bisht: The Government
has got no foreign exchange and the
foreign exchange position is not going



to improve for the next six years.
Commercial credits, foreign loans, etc.
are merely vague; they may or may
not come. On a concrete ground, the
choice is that we should be content
with a slower development rate which
may be only 13 lakhs tons by the end
of the next five year plan, instead of
2 million tons.

Shri M. A. Master: I find from the
questions that have been put that all
the members round this table are as
anxious as we are to see that the tar-
get of 2 million tons is reached
quickly. May I, make an appeal to you
that this committee should make a
strong recommendation to the Plan-
ning Commission to evolve a scheme
for reaching that target? It is not
only the foreign exchange difficulty.
The Government have been solving
the foreign exchange difficulty by way
of loans and commercial credits. In
my opinion, shipping is more vital to
the country than steel and other
things.

Shri Radha Raman: We have been
listening to you as well as the other
witnesses yesterday and the day before
and we find that there is divergent
opinion with regard to foreign partici-
pation and to continue with the exist-
ing condition. In the existing condi-
tion, foreign participation to the ex-
tent of 25 per cent. is allowed with-
out control and management being
given to the non-nationals. After lis-
tening to all the witnesses, if ultimately
Government comes to this conclusion
that foreign participation under the
present circumstances is absolutely
necessary and we have to reverse our
previous policy. Will my friends here
suggest how the existing safeguards
which in the Bill have to be improved
or modified in order to create a better
condition.

Shri M. A. Master: I am sorry there
will be repetitions in the answer
because the questions are of such a
character.

Chairman: There is a little diffe-
rence. The question before us, sup-
pose this committee decides on having
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foreign participation up to 49 per cent.;
in that case, do you think that Chapter
XII which deals with control by Gov-
ernment requires to be strengthened
in any way?

Shri M. A. Master: Our opinion is
very deflnite and clear. I the 51:49
basis or any such formula is evolved,
it will be highly deterimental to the
national interests of the country.

Secondly, there are certain controls
provided in Chapter XII. Even if
you make these controls more
stringent, it will not be possible for
our Government to achieve the object
in view which we have referred to
earlier,

Shri V. K. Dhage: I read through
the memorandum of Mr. Master and
Mr. Bhabha. They have taken great
pains to say that the definition as now
put in the Bill is something which goes
against the Government assurances
given from time to time. Now, our
Government is a nationalist Govern-
ment, and what they must be doing
must be in the interests of the coun-
try. I would, therefore, like to know
from you as to what, according to you,
must have been the reasons that have
promoted the Government in changing
the policy.

Shri C. H. Bhabha: So far as I am
concerned, I feel that the question has
been asked in the wrong quarters. In
the first place, we do not represent
the Government. Our intrigues and
puzzles are as great as yours. It can
be solved only by Government.

Shri V. K. Dhage: I want fo know.
whether they have any information in
this regard—the reasons which promp-
ted Government to take this decision.

Shri C. H. Bhabha: We are as much
intrigued on the completed reversal of
the policy, as has been enumerated in
clause 12 of this Bill, regarding the
deflnition of “Indian shipping”. What-
ever may be the explanation for the
change of policy should have been
forthcoming from the official sources.
I do not think we have much of infor-
mation on the subject.”



Shri V. K. Dhage: Would it be cor-
rect to say—would your feelings also
be that of mine when I say this—that
probably in the drafting section there
has been some sort of a mistake?

Chairman: I do not allow that
question.

Shri V. K. Dhage: In the memoran-
dum from paragraph 51 onwards they
have stated that the scheme for an
increase of tonnage can be fulfilled if
the Government were to co-operate
with the shop-owners in this regard.
Would you kindly explain to us some
of the facts in the memorandum which
are not very clear? They refer to
financial credit etc.—the various
methods by which you want the Gov-
ernment’s co-operation by which the
targets fixed by the Government can
be fulfilled in time.

Shri M. A. Master: We have stated
in our memorandum that if the Gov-
ernment were to release the foreign
exchange that the ships have earned
after 31.1.56 for being utilized for the
purchase of additional ships, we would
reach the target of 9 lakhs of tons
within the time or even a year earlier.
We made a request to the Government
to that effect. Government, of course
have not been favourable, and they
are not allowing that exchange. I can
understand that the Government might
have taken into consideration the ex-
changes which the ships would earn
when they made their calculations in
1955 if the ships which were then in
existence. But we were referring to
the ships which were not in existence,
which were delivered after 31st March.
This is one of the ways in which inter-
nal finances could be raised to the tune
of Rs. 20 crores. I am quite sure that
if you are convinced that this is a
reasonable request, and if this Com-
mittee would be pleased to make that
recommendation, you would easily find
that 9 lakhs tons is reached by 1960.

Shri V. K. Dhage: Is there any other
method? '

Chairman: In answering this ques-
tion, if you have got anything new to
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say, apart from what has been stated
in your memorandum, you can say
so. Otherwise, there is no point in
repeating the same thing.

Shri M. A. Master: I quite appre-
ciate that. But, if a question is put to
me, it is my duty to enlighten the per-
son who puts the question. )

Chairman: Not by repetition. You
can just say that it has been already
explained by you in various ways.
You can say there is nothing more to
add.

Shri M. A. Master: May I then say
that all the methods of financing that
additional tonnage have been referred
to in our memorandum?

Chairman: Yes,

Shri M. A. Master: I would invite
the attention of the hon. member to
what we have stated in the memoran-
dum.

Shri V. K. Dhage: Some people who
gave evidence yesterday in this regard
stated that even if the Government
were not to release the foreign ex-
change, as you now desire, if other
facilities are given, you could raise
that foreign exchange without the
Government releasing it. Do you
also support that view?

Shri C. H. Bhabha: Actually, with-
out any Government release of foreign
exchange, I think at least three or four
ships have been bought through the
kind assistance of some banks of this
country who, with a view to assist
Indian shipping, have of their own,
with the help of other shipping com-
panies, raised an initial foreign loan
which went to make up 15 per cent.,
and the balance is to be paid from the
export earnings. This method was
adopted by the ship-owners of their
own in order to get out from the pre-
sent difficult position of asking for an
immediate release of foreign exchange.
That is one method. There are other
methods also. One or two of these
have been suggested in the memoran-
dum.



Shri V. K. Dhage: These two
methods, which he is referring to, are
not quite clear. If they are clear to
other, I will ask him privately.

Chairman: If he has got to say any-
thing more than the memorandum, we
will ask him. Otherwise, we can just
refer to the memorandum.

Shri V. K. Dhage:
clear.

It is not very

Chairman: * If he goes on repeating
the same thing, there is no end to it.

Shri V. K. Dhage: The witness is
here to explain the '‘memorandum, and
I can certainly ask him to explain to
me what he means thereby. If he does
not explain to me, then I shall cer-
tainly pass on. Otherwise, there is no
use of the witness appearing before us.

Chairman: In that case, you may
just refer to the memorandum and ask
him questions.

Shri V. K. Dhage: 1 would invite
your attention to page 23, paragraph
51. There you refer to foodgrains etc.
How do you realise foreign exchange.
I want you to make it clear.

Shri M. A. Master: Suppose Govern-
ment has to export X quantity of a
commodity and import Y quantity of
another commodity and suppose the
freight of these commodities would be
Rs. 5 crores. In any case, the Govern-
ment would have to spend that foreign
exchange. Our suggestion is to hand
over the foreign exchange in advance
to the Indian ship-owners. The Indian
ship-owners will see that they incur
disbursement to the tune of 40 per
cent. Out of Rs. 5 crores, they will
keep Rs. 2 crores foreign exchange to
meet the disbursement at foreign ports
and they will straightaway buy Rs. 3
crores worth of tonnage so that they
can augment the Indian tonnage. And
from this tonnage whatever freight
is earned would go to the foreign ex-
change pool of the country. If the
ships which would be bought by Rs. 3
crores of rupees, which for argu-
ment’s sake are not sufficient to fulfil

8o

the guaranteed carriage of commodi-
ties on that particular route, the ship-
owners would be prepared to augment
their fleet by their own ships which
are running on some other routes.
This is the way in which by giving an
advance payment of the foreign ex-
change, a scheme could be evolved
with the co-operation of the Govern-
ment to have additional ships.

Shri V. K. Dhage: Now in regard to
settlement of labour disputes, they are
thinking in terms of negotiation bet~
ween the labour and the ship-owners,
and not in terms of reference to the
Tribunal. Why do you want the Tri-
bunal to be eliminated? Do you want
the Tribunal to be eliminated in every
respect or in some respects and not
in others? I want enlightenment in
this matter.

Shri M. A. Master: As sections 142
and 143 stand today, Government are
assuming to themselves power to refer
any dispute, whether in existence or
only apprehended, whether it is in
reference to the seamen employed or
not ab initio to a Tribunal. Our sub-
mission is that the disputes should be
referred to the maritime organisation,
which is tripartite at present, which, in
due course, will be bi-partite, which
will settle it by collective bargaining,
instead of following the compulsory
adjudication method which, of course,
as is well known, is not accepted in
the modern age even by our own
leaders. So, we have suggested that
this reference fo the tribunal ab initio
should be done away with. If the sea-
men and the ship owners, for any
reason, ultimately cannot come to any
settlement, we have suggested another
method in our memorandum.

Shri Mool Chand Jain: What is the
reaction of the shippers to the Plan-
ning Commission’s decision not to in-
clude shipping industry in the “hard
core” of the Plan?

Shri M. A, Master: If I understood
the question right, the ship-owners
were asked to submit a memorandum
as to what should be the target. They
submitted a target of 10,45,000 tons.



They were disappointed, as much as
the Transport Minister, that the target
was lowered. I do not think any other
reference has ever been made by the
Planning Commission to the Indian
National Steamship Owners’ Organisa-
tion in this matter.

Shri M. C. Jain: To what extent can
the former policy on shipping and the
policy embodied in this Bill can be
changed without risk to our national
interest?

Shri M. A. Master: In my opinion
the provision in the present Shinning
Policy should stand, It is the mini-
mum. The first time the recommend-
ation came up for consideration, Gov-
ernment found certain difficulties.
My friend Shri Bhabha who was the
Commerce Minister would, probably,
be able to explain the position better.
But, in my judgment, the present
policy should stand and it should not
be changed in any way. That is the
minimum we want.

Shri Bhabha: I agree; but I do not
think we have referred to the genesis
of that policy.

Chairman:
dum.

Shri M. C. Jain: If equity capital is
allowed may we not expect the
foreigners to help us in opening up
new lines or in some other matters?

It is in the memoran-

Shri M. A. Master: The result will
be quite the contrary. This is based
on my experience which extend over
4 decades.

Shri M. C. Jain: Their interests and
our interests will be the same to some
extent.

Shri M. A, Master: I would not
agree with the proposition that their
interests and our interests will be the
same. They would only come for
profit seeking and not for developing
Indian shipping.

Shri Periaswami Gounder: If all the
foreign exchange earnings of the ships
are allotted to you will you be able to
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reach the target of 9 lakhs tons dur-
ing the Second Five Year Plan and
the ultimate target of 2 million tons?

Shri M. A. Master: To this point of
my friend, I will put the answer this
way. Indian shipping is contributing
about Rs. 10 crores today to the
foreign exchange pool of the country.
When we reach the 9 lakh tons, we
will be contributing about Rs. 20
crores; in 5 years Rs. 100 crores and
if you give me the foreign exchange
I will reach the target.

Shri Periaswami Gounder: How
much of foreign exchange do you re-
quire to reach the target of 2 million

tons?

Shri M. A. Master: That will de-
pend on the type of ships you want,
the service you want to give, The
tonnage market has gone down and
1 do not know what it may be after 4
or 5 years. If we survive we will
require less than Rs. 100 crores.

Shri Akbar Ali Khan: We are glad
that a member of the Committee and
the Minister responsible for the Reso-
lution of 1947 are before us. I want to
know, so far as 25 per cent. is con-
cerned, whether they still hold the
same view or whether they have
changed their view. Are they still
committed to the view that we should
have 25 per cent. foreign combine?

Shri M. A. Master: I was a member
of the committee  which made the
recommendation. Our view is that
there should be 100 per cent. owner-
ship of the nationals, I stick to that
view. But in order to tide over the
difficulties already referred to in the
memorandum, Government decided to
have at least 75 per cent. Govern-

ment have themselves said that the
ultimate objective is 100 per cent.
We bow down to that objective and

stick to that.

Shri Akbar Ali Khan. Has the idea
of that Resolution that the foreigners
will participate in this undertaking
been fulfilled to your expectations?



Shri Bhabha: There was no idea of
foreigners coming to participate in this
business. As has been said, our idea
then was to accommodate the cir-
cumstances then prevailing. There
were other reasons for having non-
Indians as shareholders. That was
why Government decided that 25 per
cent. may be permissive. The general
idea was that as time went on, there
should be no participation by any non-
Indian in this very strategic and very
vital line of our economy.

Shri Akbar Ali Khan: So far as that
part of it is concerned, I think you
will agree that there has been no par-
ticipation even on that permissive
basis.

Shri Bhabha: We know that.

Shri Akbar All Khan: The other
thing is you did contemplate then that
in 1956 you will complete the target
of 2 million tonms.

Shri C. H. Bhabha: That was the
goal laid before Government on the
recommendation of the expert com-
mittee consisting of Indians and non-
Indians. That was the goal which
could have been achieved not by this
measure. This was, as I said, a per-
missive sort of thing to meet the cir-
cumstances then prevailing.

Shri Akbar Ali Khan: We as well
you and anybody in this country are
keen to increase shipping. Let me
assure you that we have great regard
for you for the services that you have
rendered through different sources for
increasing shipping.

Supposing the foreign exchange
allotted by the Planning Commission
is diverted to other things as you have
suggested for some reason or other—
with which you may agree or not—
would you not agree that the only
solution would be to have foreign
capital subject to the fullest safeguards
for the security of our country?

Shrl Bhabha: We have our grave
doubts on that also whether foreign
capital will be just walking into your
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parlour with conditions and clauses of
restrictions that you may think of

putting on them. If foreign capital
comes in, it is not for the love of
India or Indian shipping. It will

come in with a definite purpose and
that purpose will be to preserve its
rights in a particular place from
which it is gradually eliminated, to
make as much profit in as short a
time as possible and to serve its own
purpose and not ours.

Shri Akbar Ali Khan: Don't you
think that this is a very favourable
and propitious moment to buy ships,
the conditions of the world giving us
an opportunity to buy with lesser
capital cheaper and better ships?

Shri Bhabha: Yes, it will depend on
the cost. The market has been falling
now for over the last 8 months or so;
and, during the last month or 6
weeks, even the tonnage market has
fallen by another 10 per cent. So, you
can never know when the bottom is
reached. As in any other market, you
cannot buy at the rock bottom but a
gradual purchase of ships at this time
may be propitious and favourable to
Indian shipping.

Shri Akbar Ali Khan: If we secure
full control and the national security
is safeguarded, then, I do not think,
you will have any objection if we
have foreign capital.

Shri Bhabha: I doubt very much,
as I have said, that our national inte-
rests would in any form or shape be
safeguarded in an industry which has
to stand international competition,
which has to abide by certain inter-
national laws and conventions and
which has to enter into a line of
business which is guided largely
through Conferences and other regu-
lations of that industry. I for one do
not believe in any such shortcut; it

may imperil our national and eco-
nomic life.

Shri Akbar Ali Khan: You will
agree that there are two forms of

control, one through the Board of



Directors or the shareholders and the
other through Government. Certain-
ly, government control is more impor-
tant than control that you get
through the board.

Shri Bhabha: My way of thinking
is a little different from your way of
thinking.

Shrimati Savitry Devi Nigam: It
has been said that if foreigners are
allowed to own and control ships, they
will be speaking with two voices. In
most of the cases businessmen of
every nation have to be always guided
by profitable propositions if they want
to survive. How then would foreign
participants be so unthoughtful of
their own ‘interests as to take the side
of their nation in these conferences as
against their business interests thus
destroying their whole future career?
I want some clarification on this point.

Shri M. A. Master: In my previous
remarks I have referred to certain
instances which would clearly show
that the presence of foreigners will
not in any way be helpful. I would
submit that these foreigners would
be the representatives of the pricipal
company which will certainly hold
different views. I think we have ex-
plained this matter in our previous
remarks and I do not think I need
weary the Committee with  further
remarks of the same nature.

Shrimati Savitry Devi Nigam: When

the interests both of foreign partici-'

pants and national participants are
always tied up how can they go
against their own interests in order to
help their own nation?

Shri M, A. Master: Foreigners will
have various other interests to take
into consideration. They would not
be looking to the Indian  national
interests alone when they are in a
combine. We cannot depend on the
foreigners always to speak on behalf
of India and Indian interests.

Shrimati Savitry Devi Nigam: I
would also like to have your views
about foreign participation in the

ratio of 40—60 or any other with
stricter control.

Shri M. A. Master: I do naot know
what this 40—60 refers to. I know of
several countries in which the con-
trol and management rests entirely
in the hands of the nationals. For
instance in America, the Chairman
will be an American, the Managing
Director will be an American etc. As
regards Japan, all the members of the
Board of Directors will be Japanese.
Not only that; all the managers will
be Japanese and the represei.:atives
will be Japanese. It has also to be
remembered that these are all highly
developed maritime countries who can
take care of themselves because they
have wide interests. India is in a
state of infancy and Indian interests,
therefore, can only be promoted in
my judgment by Indians themselves.

Shrimati Savitry Devi Nigam: Sup-
pose the Government have to accept
the 51:49 basis, what other safeguards

would you suggest from your personal
experience?

Shri M. A. Master: We have already
submitted that we do not believe in
the doctrine of 51:49. I do not want
to enter into that field by accepting
that doctrine and suggesting safe-
guards.

Shri R. P. Sinha:. There is one
thint which intrigues me and I want
some elucidation on that. My hon.
friends are aware of the 50—50 slogan.
All the national governments of other
countries have been forced to accept
this 50—50 slogan and the hon. wit-
nesses, who are the shipowners in
India have also been pleading that the
same attitude should be adopted by
our own Government, which should
see that 50 per cent of our cargo is
carried by the Indian ships. But the
witnesses have just explained that it
is hardly possible for the Government
to influence the functioning of the
conferences or to influence the way
in which the cargo can be carried by
our own ships or other ships. We
cannot dictate that the cargo be car-
ried this way or that.



Shri M. A. Master: It is the Ame-
rican Government which has enacted
by legislation that 50 per cent of the
cargo should be carried in American
bottoms. We have been importing
large quantities of wheat under PL
450 and whether our Government is
willing or not, 50 per cent of this
wheat must be carried by American
bottoms. So far as the remaining
cargo is concerned, the Government
can arrive at an understanding and
can promote what is known as tramp
fleet. This is necessary because the
Government do not run services of
regular schedule at regular ports. If
the Government were to promote this
system in co-operation with the Indian
ships, then a very huge quantity of
Government cargo can be carried by
Indian ships and even if we do not
reach the 50—50 level, we will have
made sufficient progress.

Shri R. P. Sinha: Mr. Chairman, I
want some clarification on paragraph
89 of the memorandum in which they
have dealt with statutory board. They
do not like some of the powers that
are being vested in the Government—
the regulatory powers. May I draw
your attention that Government have
got even more regulatory powers in
respect of other industries? They
have got powers to regulate produc-
tion, price and very many other
things. Why do they object to such
regulatory Powers being given to the
Government in respect of shipping
Industry alone?

Shri M. A. Master: Unfortunately
shipping industry stands in a different
capacity. Supposing I am running a
service in the India-U.K. line, taking
the port of Hamburg, I have to col-
lect the cargo long before my ship will
be due there. Suppose I receive ins-
truction from the Government that I
should not go to Hamburg, but should
go to Glasgow, the entire schedule
will be upset and instead of making
profits, I will be incuwrring losses. In
other industries, say textiles, if Gov-
ernment say that they will not weave
dhotis but only sarees, it may not
have much effect. But that is not the

case with the shipping industry. The
Government may give instructions
that instead of running my particular
ship in the India-U.XK. line, I should
run it on the West African line or the
Pacific line. That is altogether a
different matter. But the powers
which are sought to be conferred
under sections 393 and 397 are quite
different. The power to regulate the
movement of an Indian ship in the

_overseas trade is absolutely unusual,

so far as maritime countries are con-
cerned. I want my friend to realise
that if I am running a ship on the
India-UK. line and the Government
ask me not to run that ship on that
line, various other flags would fill the
gap and it will be impossible to dis-
lodge them. There is no law on earth
for preventing any flag from partici-
pating in the international trade.

Shri Raj Bahadur: Has there been
any one such instance?

Shri R. P. Sinha: Will the Govern-
ment be so foolish to issue such ins-
tructions? Have they ever done like
that before?

Shri M. A. Master: I have not been
connected with any shipping industry
for the last ten years; otherwise 1
would have given some instances. But
the point to be borne in mind is that
the Government has been invested
with certain powers and they can
utilise those powers at any time.

Shri R. P. Sinha: They are invested
with vaster powers in the banking
industry.

Shri Raj Bahadur: Do these powers
not exist already under the Control
of Shipping Act which was first put
before the House by no less a person
than Bhabha himself?

Shri M. A. Master: I am very glad
that question is put to mr. I would
remind my friend th:: in 947 the
very first sentence of thc Bill said
that it was for a limited period. It
was a continuation of the war regula-



You cannot put in peace time
that

' tions.
on the statute-book the powers
you take to meet emergencies.

Shri Raj Bahadur: Have we not
been able to secure coastal trade ex-
clusively reserved for the Indian ship-
ping under those powers?

Shri M. A. Master: I am afraid not,
because I can say without fear of con-
tradiction that 2 million tons of oil
and refined products were being car-
ried by foreign ships along the coasts.
Today there is only one tanker in the
private sector and one in the public
sector which carry this cargo, but it
is also carried by foreign flags. More-
over, under section 392 or 393, Govern-
ment have taken upon themselves the
power to reserve certain portion of
the coastal trade for other ships.

Shri R. P. Sinha: I put a straight
question now. If we invest all these
powers provided in this Bill to be
exercised by a commission of which
the Director-General may be the
Chairman, will be better than invest-
ing all the powers in one person,
namely, the Director-General? We
also provide for a statutory advisory
board on which sectional interests
may be represented and Members of
Parliament may also be represented?

Shri M. A. Master: So far as the
wide powers given under section 397
are concerned, we do not think that
these powers should be given to the
Government at all. As regards the
other question of the statutory board,
if such a board is there, whether it is
of the Tariff Commission type or any
other type which the Government may
decide upon, we have no personal
quarrel with the D.G.; we have high
regard and respect for him and if the
Government want to make him Chair-
man of the statutory board, we have
no objection.

Shri Nath Pai: I want to continue
the question put by Mr, R. P. Sinha.
May we have your idea as to what
should be the composition of the
Board, its powers and functions, whe-
ther you visualise the participation of
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the representatives of seamen and

sailors too?

Shri M. A. Master: I am afraid
there seems to be some confusion of
thought. We referred to the statutory
board which has 'to deal with ques-
tions of principle and policy.

Shri R. P. Sinha: Also execution.

Shri Nath Pail: We would like to
hear from the witnesses their concep-
tion of the composition, functions and
powers of this board. As a suppic-
mentary to it, I ask you whether you
visualise the eventual participation of
seamen and sailors’ representatives?

Shri M. A. Master: What we have
stated in our memorandum is that
where it is a question of principle and
policy, it should solely be dealt with
by the statutory board that is indi-
cated in the memorandum. As re-
gards the other matters of administra-
tion and execution such as seamen’s
employment offices, seamen’'s welfare,
etc.,, we have not the slightest objec-
tion to the powers being vested in the

head i.e. the Director-General of
Shipping. ;
Shri Osman Ali Khan: In answer

to the question put by Mr. Tangamani,
you had mentioned that we require
about Rs 15 crores of foreign ex-
change to reach the target of 9 lakh
tons by the end of the second plan. I
think only 25 per cent is required as
the initial payment for the purchase
of a ship, and out of this, part of the
money in rupee value can be depo-
sited with the bank and equivalent
can be paid after 1961 from the earn-
ings of the ship. So, we can reach
the target of 9 lakh tons and avoid
foreign participation at least by the
end of the second plan.

Shri M. A. Master: I quite appre-
ciate the way you look at it. My
friend has already stated that the
shipowners have already purchased 9
ships on that basis and they have been
negotiating for further purchase. If
we can have further ships on the de-
ferred payment system, certainly that



is a good suggestion which we should
try.

Shri Osman Ali Khan: We have
two divergent views about the pur-
chase of ships. Experienced as you
are, you will be able to tell us whe-
ther it is opportune time to buy
second-hand ships now or whether we
should wait for some time and buy
new ships.

Shri M. A. Master: The broad pro-
position is we should continue to buy
ships when the price is very low. But
we have to guard ourselves against
one thing. Because the market has
gone down, we should not buy ships
which will go out of functioning with-

in a very short period. We should
not buy ships of 1940 in 1958. The
life of a ship is very short. It will be

advantageous for us to buy a ship, than
to build one, if it will give us a ser-
vice of 25 years. We will have to take
into consideration all these factors in
buying additional tonnage.

Shri Raghunath Singh: There are
very rich people of Indian origin out-
side India and they want to partici-
pate in our shipping on 49:51 basis.
Have you any objection to that?

Shri M. A. Master: Are you refer-
ring to the people who wanted to
come back to India from Africa?

Shri Raghunath Singh: I am refer-
ring to Indians who are at present
living in Malaya, Singapur, Kenya,
South Africa etc. They are of Indian
origin residing outside India. They
want to invest money on Indian ship-
ping on 49:51 basis. Do you have any
objection to that? Because, you have
always raised the point that during
the time of war the ships will be
taken away by the foreigner and so
on.

Shri C. H. Bhabha: In our view, so
long as the Indians participate in this
venture, we have no objection what-
soever even if they have 100 per cent.
But, as long as they are non-nationals
and not Indians in the true sense of
the form, that is to say, as long as
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they have not acquired Indian nation-
ality—we have got an Indian Nation-
ality law—as long as they have not
that permanent root in the soil of
this country, definitely they should be
treated as non-Indians. We do not
subscribe to the doctrine that they
should be allowed to come into this
shipping industry.

Shri Raghunath Singh: You will
treat them as foreigners? .

Shri C. H. Bhabha: Government
have got their own rules in the
matter. For instance, in the public
services they are not recognized as
Indians,

Shri Raghunath Singh: Your em-
phasis throughout the argument has
been that during the time of emer-
gency or war, if the foreigners are
there, and if they are partners of the
shipping company, the ship will be
taken away by them. They will obey
their order and not of our govern-
ment. But if they are of Indian
origin outside India, they will not do
the same thing.

Shri C. H. Bhabha: Here it is =
question of loyalty. If you owe
loyalty to a particular soil, you are
not an Indian to my mind.

Shri Raj Bahadur: I want to have
clarification in one or two matters.
Could Mr. Bhabha let me know whe-
ther the investments that he referred
to were made in the New Zealand
bonds by the BIC, the Mugal line,
prior to 1947 or after 1947.

Shri C. H. Bhabha: They were sub-
sequent accretions.

Shri Raj Bahadur: In violation of

.our currency law?

Shri C. H. Bhabha: Whatever is
earned in investments, you can invest
in any form. There is no violation ef
currency law involved in it.

Shri Raj Bahadur: It is a matter
to be'investigated.



Shri C. H. Bhabha: If you see
their successive balance sheets, it is
increasing.

Shri Raj Bahadur:
not know.

May be, I do

\

Shri C. H. Bhabha: It is so. You
can see their balance sheets.

Shri Raj Bahadur: It will be refer-
red to the Finance Ministry. You
have referred to the danger that in
case of a foreign combine the ships
will be manned by foreigners. Now,
every ship has got to be manned by
persons who have got our certificate
of competence, based upon the result
of our examinations and standards.
Even the foreign certificates will have
to be endorsed and accepted by us.
Without that, nobody can be expected
to make any Indian ship. Despite all
the safeguards in clauses 68 to 73, do
you still think that there is the possi-
bility of foreigners coming and man-
ning the ships owned by the so-called
hybrid combine?

Shri C. H. Bhabha: What are the
powers vested in the Government to
refuse recognition of foreign degrees?

Shri Raj Bahadur: It is there.

Shri C. H. Bhabha: On what
grounds can you refuse a competency
certificate?

Shri Raj Bahadur: So long as we
have got the power to issue certifi-
cates of competency, I do not think
there will be any difficulty. Anyhow,
I would like to have some clarifica-
tion.

Shri Rajendra Pratap Sinha: All
the shipping laws of this country
should clearly specify that the national
ships can only be manned by our
own nationals.

Shri Raj Bahadur: In regard to the
powers on overseas shipping I would
only refer to the observations made by
Mr. Bhabha on the symposium, which
is at page 65. Despite all these powers
that we have got, can we not exercise
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the required control over the
owned by the mixed combine?

Shri C. H. Bhabha: I do not think.
so. It is a matter of opinion.

Shri M. A. Master: Supposing there:
is a ship of an Indo-foreign combine..
That ship is in the port of London.
An emergent situation arises and we:
are not in the same camp as Great.
Britain. The captain of that ship in:
London will not obey the instructions
of the Government of India. There
are a number of such instances.

Shri Raj Bahadur: With the sole ex-
ception of political considerations that
may obtain between the nationals of
one particular country, which is in the:
foreign combine, and ourselves, does.
he visualize any other possibility or
any other basis on which any antago-
nism will be created between ourselves
and the foreign country despite all
the powers that we have got?

ships

Shri M. A. Master: In our previous
observations we have pointed out how
they will affect our commercial work-
ing of shipping.

Shri Raj Bahadur: We have been
accused of having committed a com-
plete reversal of the policy. I do not
take any umbrage, but I want to
understand the position. What is the
present definition in regard to the re-
gistration of a new ship. Does not the:
British Act entitle any citizen of the:
Commonwealth to register a ship as
an Indian ship?

Shri M. A. Master: I am glad that
question has been raised. The posi-
tion is this. Mugal line is registered
in this country as an Indian company.
They are on the Indian register. But
they cannot enjoy the privileges of
the Indian shipping, which the other
ships of the India Steam or Scindia
enjoy. The moment the present Bill
becomes an Act, it will become an
Indian ship registered on the Indian
register, and it will enjoy all the pri-
vileges, which other ships enjoy.
They will be able to participate in the
coastal trade. It will enable them to-
obtain loans and other privileges.



Shri Raj Bahadur: I would just put
%o you being the author of the report
«©f the Policy Sub-Committee is it not
.a fact that clause (a) in that particular
context deals with registration and
«lauses (b), (c) and (d) deal with the
rTest of the factors or elements which
must be satisfied by a particular ship-
ping company to be known as an
Indian registered company for the
‘purpose of assistance. Registration is
a completely different stage.

Shri M. A. Master: So far as the
.shipping policy resolution is concerned,
though the Mugal lines is registered
in India, because there is no 75 per
«cent capital and control, direction and
mmanagement in the hands of the
Indians, we say that the Mugal lines
cannot participate in the coastal ship-
‘ping. But, under the present Bill, as
.soon as a ship is registered as an
‘Indian ship, it will be entitled to all
the privileges. With your permission,
JI will read section 59, which reads:

“Where it is declared by this
‘Act that an Indian ship shall not
be recognised as such, that ship
shall not be entitled to any pri-
vileges, benefits, advantages or
protection usually enjoyed by
Indian ships or to use the Indian
national colours for Indian ships
or to assume the Indian national
character...... ”

Shri Raj Bahadur: That is in a
«different context. The question about
assistance or other facilities depends
on the policy that might be adopted
from time to time. That might be
subject to changes, compelled or im-
pelled by the circumstances or situa-
tion obtaining in the country at that
time, financial or commercial. I want
to know whether registration is com-
pletely an aspect which is covered by
the Bill and the policy in the promo-
:tional matter is not within the ambit
of the Bill.

Shri M. A. Master: We have been
.advised that as soon as sections 12,
13 and 59 form part of the Merchant
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Shipping Act—We have been advised
by the Counsel—that ship will be
entitled to all the privileges, whatever
the shipping policy may be.

Shri Raj Bahadur: What is the
difference between the present defini-
tion for the purpose of registration in
the British Act and the new clause 12?
Is not the present one an improvement
insofar as it excludes Commonwealth
citizens from the right of getting their
ships registered unless they register
them here in India?

Shri M. A. Master: So far as the
present position goes, in order that a
ship may be called an Indian ship, it
must be owned by an Indian com-
pany. At least 75 per cent of the
capital must be in the hands of the
Indians. Another thing is that the
entire control, direction and manage-
ment must be in the Indian hands.

Shri Nagendra Singh: As far as the
law is concerned, today under the law
it is possible for any foreigner to
register a ship as an Indian ship. As
you say, the Mugal lines, which is
hundred per cent owned by foreign
capital, has been able to call itself an
Indian ship, according to the law as it
stands today. But, by the other pro-
visions of the Act, we have been able
to drive them out of the coast and they
are not entitled to come in there. The
policy aspect of 75 per cent and 25
per cent is not part of the law. It is
a purely Government undertaking that
the Indian Government shall patronise
our ships by way of loans and cargo.
This 75 per cent and 25 per cent is a
purely administrative decision. It is
not in the law of the land. The law
of the land is that any Indian company
can register a ship as an Indian ship.

Shri M. A. Master: I fully appreciate
what Dr. Nagendra Singh has said just
now. But the broad fact to be remem-
bered is that when the Bill becomes an
Act, we have to read the Bill as a
whole. We have to read sections 12,
13, 59 and several other sections. The
cumulative effect of that is while



today ships registered by the Mugal
lines or any other foreign company
will not be entitled to all the benefits
e.g. preference in the carriage of Gov-
ernment cargo etc. by the mere fact
that this Bill becomes an Act, we have
been advised by counsels of great
eminence—I am not speaking only
from my own authority—those ships
will be entitled to all those benefits.

Shri Raj Bahadur: I will just relate
a parallel in America. They have got
a law under which, of course, no
individual foreigner can own a ship,
but companies owning ships if they
have 51 per cent national ownership
can go in for overseas trade and with
75 per cent national ownership can
go in for coastal trade. They have got
that discrimination against foreign
participants. It is always permissible
and is always effected through policy
decisions which are taken from time to
time,

I am grateful to you for having
referred to the resolution of 1947 in
your memorandum. Do you think it
is impossible for us to establish
some sort of distinction? Could we
not discriminate in favour of ships
with regard to coastal trade. Do you
think it will be rendered impossible?

Shri M. A. Master: At the time the
letter referred to in the memorandum
was written the Bill was not before
Parliament and the public. That is
one point.

The second point is, it is suggested
by the letter that even if a company
were to register with 100 per cent
capital and control, it would be compe-
tent for the Government of India to
discriminate against it. There are two
points which I would like to submit
for your consideration.

The policy of the present Govern-
ment of India is that whenever a
foreign company is registered as an
Indian company it will be treated on
complete par with another Indian
company. Take for instance, the
Lever Brothers soap and the Tatas

soap. There is no discrimination what-
soever.

Apart from that, if the Bill becomes
an Act, the clauses I have pointed out
will have the cumulative effect of
giving that ship the enjoyment of the
full benefits of an Indian ship. We
do not want that.

Shri Raj Bahadur: What you want
is that these apprehensions must be
fully removed.

Shri M. A. Master: Yes.

Shri Raj Bahadur: You have said
that ‘ship’ as defined in the policy
resolution with 100 per cent control and
management as the ultimate object
would be the ideal one. Do you think
that despite the fact that so far as
shipping is concerned there is no
reasonable prospect of any world
assistance just as World Bank loan—
for whatever we get as aid from
foreign countries has got to be distri-
buted equitably to all national
ventures—that a stage has arrived
when we can achieve that ideal and
ultimate object of 100 per cent owner-
ship so that the 25 per cent which has
already been conceded could also be
removed?

Shri M. A. Master: What we have
said in our memorandum is that we
shall fall in line with the present

* policy of the Government, namely,

that there shall be at least 75
national ownership. As to the ideal
of 100 per cent I would not be so
pessimistic, after the speeches of the
Prime Minister which I have been
reading and which have encouraged
us, about help from ' foreign lands
coming, either in the form of loans
or commercial credits. Therefore,
today we are not asking you to
change that 75 per cent and raise it to
100 per cent.. We are quite prepared,
as we have pointed out in our memo-
randum, to accept the decision as laid
down in the present Shipping policy
resolution.

Shri Akbar Ali Khan: You have

come here both as independent wit-
nesses. May I ask you whether the



fact that we will not allow foreign
combines will not amount to stopping
healthy competition and mean indirec-
tly strengthening the monopoly of
other concerns?

Shri M. A. Master: So far as coastal
trade is concerned, it is entirely re-
gulated by the Government of India.
So far as overseas trade is concerned,
there is much more competition than
our friends imagine. It is not necessary
that there should be an Indo-foreign
combine running from India. There are
a number of companies running from
all countries which compete with us;
and, consequently, there is so much
competition in the overseas trade that
the interests of all are safeguarded.
It is not necessary to form a foreign
combine for that purpose.

Shri Akbar Ali Khan: We had not
formed any Indian company....

Shri M. A. Master: I have never said
that there should be. I think I have
not made myself clear. This is a
question of vital importance to my
friend and the rest. Mr. Bhabha and
I have envisaged in our memoran-
dum more companies. We welcome
more companies because it wil] be
beneficial to the building up of our
Merchant Navy.

Chairman: On behalf of the mem-
bers of the committee and on behalf
of myself I thank the two gentlemen
who have come to give their evi-
dence before this Committee. We have
practically thrashed many of the im-
portant points after discussion with
them and we feel that we have been
much enlightened in the matter. I
thank them again.

Shri M. A. Master: We are very
grateful to the committee for giving
us this patent hearing and for the en-
couraging words. Thank you very
much.

(The witnesses then withdrew)

II. National Union of Seamen of India,
Calcutta

Spokesmen:
1. Shri R. Banerjee

2. Shri K. V. Rao
3. Shri Bikas Majumder

(Witnesses were called in and they
took their seats)

Chairman: Members are very much
interested to know many things from
you but as you cannot wait till to-
morro®% we have decided to call you
now. In fact we would like you to
elaborate anything you want in addi-
tion to what you have got in your
memorandum, The time factor is
there; we propose to sit till 2 p.m.

Shri Majumder; I will speak on
behalf of my friends also. We have
got no new points, but we only want
to elaborate and emphasise certain
items which we have mentioned in our
memorandum. We have suggested
that after clause 92, a new clause
should be inserted to enable a seaman
to ask for discharge before the termi-
nation of the articles. We feel from
the human point of view it is neces-
sary, because ships are very different
from workshops at the shore. If a
workman on the shore is upset
psychologically, either due to illtreat-
ment by his superior officers or from
his colleagues, he can go home from
the workshop, meet his family and
thus reduce the tension in his mind.
But a seaman can do no such thing;
he has to carry on and on with the
people with whom he could not pull
on perhaps. From that human point
of view, we feel that there should be
such a provision by which if the
reasons are satisfactory and justified, a
seamen should be allowed to ask for
discharge from the articles of agree-
ment. In India since we are just
developing our shipping, we do not
have enough Indian seafarers; a large
number come from foreign countries
and we can always expect desertions
at foreign ports,



There are so many reasons for
desertions at forelgn ports which I
know from experience When a man
feels miserable on a ship, he may be
maltreated by the officers or he may
run the risk of personal injury from
other members of the crew and with
that psychological agony, he comes to
:a foreign port. There are any number
©of allurements and he just feels like
jumping off the ship. The predomi-
nant factor in such cases has always
been psychological agony and feeling
of miserableness. For these two major
reasons, we feel that a provision of this
mnature should be added.

As far back as 1923, some of the
major maritime countries like the
Scandinavian countries — Norway,
Sweden and Denmark—have provided
in their articles of agreement that
seamen have a right to discharge
themselves after signing the articles of
agreement for a specific period. Even
if it is for six months, he has a right
to apply for discharge earlier.

Chairman: Whether the application
is granted is a different matter.

Shri Raj Bahadur: He should have
the right to apply for discharge under
certain circumstances. That is what
he wants.

Shri Majumder: That would perhaps
help in stopping desertions to a certain
extent, if not entirely.

Chairman: So, there should be a new
clause under which the seamen could
apply for discharge before the expiry
of the term of the agreement. What
should be the circumstances under
which this application should be enter-
tainable?

Shri Majumder: In the Scandinavian
countries, they have laid down
maltreatment from the officers and
from other members of the crew. If
the seaman rightly or wrongly feels
he runs the risk of personal injury, he
should have the right to apply to the
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proper authorities for a discharge set-
ting out the reasons. A member
enquired of me whether such cases of
cruelty from officers really happen. If
members are interested, I can give
specific cases.

Chairman: We shall look into this
question of having a new clause for
this purpose.

Sl;rl Tangamani: On the question
of discharge, I want to know whether
the workers are given compensation.

Shri Majumder: When I ask for dis-

charge myself, I do not claim any com-
pensation.

Shri Tangamani: Can we have a
stipulation that if a person just wants
to leave service, three months notice
will be sufficient? In the body of the
agreement itself, there can be a stipu-
lation that after giving three months’
notice, I can retire.

Shri Raj Bahadur: Three months
will be too big a period.

Chairman: He is speaking of a
different contingency.

Shri Majumder: In regard to clause
111, it empowers the master of the
vessel to give his opinion on the
service certificate of the seafarers.
There is no provision to determine
whether the master’s opinion had been
rightly given or not. We suggest that
someone else, as the Government may
decide, should be given authority to
look into the question if a seaman or
a seamen’s union raises the issue that
a particular bad entry has not been
deserved by the seafarers.

Shri Nagendra Singh: Under the
existing rules, the disciplinary commit-
tee goes into such questivias. But it is
not provided in the Act.



Shri Majumder: I sit on the dis-
ciplinary committee myself and 1
know. They can only recommend.
They have no right to change the
endorsement made by the master even
if the committee feel that it is not
justified.

Shri Nagendra Singh: But the effect
is reduced to zero. The master is
really in charge of the vessel and to
tamper with what he has written
would be going contrary to interna-
tional practice. He writes what he
likes. The disciplinary committee
finds the endorsement of the master
to be wrong and makes a recommen-
dation. That recommendation is
endorsed by the D.G. Shipping and the
result is that it is reduced to nullity.
The seaman gets back the employment
for all practical purposes. Except
psychologically, it has no other effect.

Shri Majumder: Only the other day
in Bombay there was great trouble
just because a full crew belonging to
a ship was given bad endorsement by
the master. There was continued
trouble for 45 days. The trouble had
to be there because the seamen knew
that they had no quarters from where
to seek redress.

Shri Nagendra Singh: An appeal
lies to the D.G. always.

Shri Raj Bahadur: He can rectify it.

Shri Majumder: He cannot rectify
the endorsement. If the master says
that a particular seaman is bad, that
“bad” stands. Even if the D.G. or the
disciplinary committee feel that that
endorsement was uncalled for, it
cannot be removed. So, we suggest
that if a question is raised that a parti-
cular endorsement was not written
rightly, and if the D.G. feels that that
endorsement was not justified, he
should have the right to change it.

02

'Shri Raj Bahadur:
clause 117?

What about

Shri Majumder: It is more or less
the same thing. But it is put in a
different way. Now if both the parties
give something in writing, then the
shipping master can look into the
matter. But it will never happen.

Shri Raj Bahadur: We are ourselves
proposing an amendment.

Shri Majumder: We want the ship-
ping master to have authority to look
into the question.

Chairman: That suggestion will be ~
considered.
Shri Majumder: Then we have

suggested the deletion of clause 134.
In another clause we have suggested
that the provision for imprisonment
for offences like wilful disobedience,
absence without leave etc. should be
done away with.

Shri Raj Bahadur: What is the basis
for imposing double penalty?

Shri Majumder: There is no basis.
It is not done anywhere else.

Shri Raj Bahadur: We shall consider
that.

Shri Majumder: Then I come to
compensation for seamen for prema-
ture discharge. If a seaman is dis-
charged before he starts the voyage
but after he has signed it he gets one
month’s pay as compensation. But, if
his services are terminated after he
has joined the service but before his
term has come to an end he gets three
months’ pay as compensation. We
have suggested that three months’ pay
should be paid in both cases.



‘Shri Raj Bahadur: Here your case
is not so strong. In one case the
voyage has not yet commenced. There-
fore, the only harm that has been done
is that he has been signed on a parti-
cular occasion but he has not embark-
ed on the voyage. So, it has neces-
sarily to be less.

Shri Majumder: What really
happens is this, A man is selected
and engaged today, He signs the

articles. After a fortnight from the
date of selection he is told that his
services are no longer required., In
between he might have lost five
chances of being selected. But he
gets only one month’s pay.

Shri Raj Bahadur: That is why he is
given compensation at all. Otherwise,
he would not be given any compensa-
tion.

Chairman: So your point is that it
should be increased?

Shri Majumder: In other indus-
tries, perhaps it will not make any
difference. But here it is not so,

Shri Raj Bahadur: If you are dis-
charged before the commencement of
the voyage you are restored to the
original position in the waiting list.

Shri Majumder: But there may not
be any ship for the next two months.
Sometimes it so happens that a man
gets it within 15 days. In some cases
they may not get it for six months.

Shri K. V. Rao: There was one case
where the crew were sent up to
Colombo. They had to come back
from Colombo. After that, within
one and a half months, another batch
of crew were selected from Bombay.
But they were paid only 16 days’
wages. Now, they had to wait for a
further two months to get another
opportuity. They had incurred certain
expenses before going to Colombo.
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Shri Raj Bahadur: In that case, yow
are tntitled to three months’ pay under
the new clause.

Shri Majumder: The difficulty was:
that he had not commenced his
voyage. He was sent to Colombo to
commence his voyage.

Shri Raj Bahadur: Therefore, it is &
question of interpretation of the term
“voyage"—whether it should be from
the date of joining the ship or the date
of leaving home. We will take care
under the rules to prevent such things.
Regarding clauses 141, 142 and 143, we-
will take note of them.

Shri Majumder: It is more or less.
given in the Industrial Disputes Act—-
the idea of having a tribunal.

Shri Raj Bahadur: We can assure:
you that we will not come in in any
praticular dispute unless negotiations
have failed even at the maritime board
level.

Shri Majumder: We are not really
apprehensive of the Government
coming into the picture, like the:
shipowners. But since we are having
a tribunal, let us also have the con-
ciliation proceedings which will
precede the tribunal,

Shri Tangamani: Would you like to
have the entire Industrial Disputes.
Act?

Shri Raj Bahadur: There are three
agencies which precede compulsory
adjudication viz, the shipping master,
the cociliation officer and the maritime
board. It is only when all the three
agencies have failed to settle it that the.



"Government comes to consider the
question of compulsory adjudication.
So, the consultation machinery already
-exists.

Shri Majumder;: Yes, but not in the
legal way. Under the Industrial Dis-
putes Act, if he cannot come to a

settlement, he recommends to the
{Government for a tribunal. We say
that the shipping master, when he

.acts as the conciliation officer, should
have the right to recommend to the
‘Government that a tribunal should be
-constituted for this purpose since he
"has failed to bring about a settlement.

Shri Raj Bahadur: Your suggestion
is that the provisions of this law
should be on par with the Industrial
Disputes Act as far as possible. We
will consider that.

Shri R. P. Sinha: How do you like
the suggestion that powers should be
vested in the Government to modity
‘the award or reject it? Do you
approve of such a provision?

Shri Tangamani: We canot modify
today.

Shri Majumder: Government has
done it in the case of the bank award.
Then there were protests from all
quarters. It is a general question
applicable to all industrial labour.
‘There we do not differ from the
general opinion that labour has
expressed,

Shri R. P. Sinha:
of it or not?

Do you approve

Shri Majumder: To be candid, Gov-
ernment having this power of rejecting
the award, somehow or other, violates
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the sanctity of the tribunal constituted
by the Government.

Shri Raj Bahadur: Regarding clauses
151 and 153 we shall consider your
memorandum, and take decisions.

Shri Majumder: I will emphasize
one more clause which is very impor-
tant, and that is clause 160. A seaman
may come out with a grievance that
there is something wrong somewhere.
It may be that his grievance is not
justified. Let that complaint be
enquired into. But if it is not found
to be true, he should not be victimised.
Why should he be victimised because
he makes a complaint? It is the basic
right of an individual.

Shri Raj Bahadur: Even when the
complaint is not proved?

Shri Majumder: Why should you
victimise a man for launching a com-
plaint?

Shri R. P. Sinha: If the complaint
is proved to be bona fide, no action
should be taken. But in case it is
proved mala fide what will happen?

Shri Majumder: That is what is
provided in the clause. Now who is to
decided whether it is justified or not.
If it is some other responsible Govern-
ment officer, we can agree to that,
because we can convince him, but not
the ship-owner. But, at the moment,
it lies in the hands of the ship-owner
or the captain of the ship. We object
to that.

Shri R. P. Sinha: But the shipping
master can be given all that power?

Shri Majumder: By all means.
(The witnesses then withdrew)

(The Committee then adjourned.)
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WITNESSES EXAMINED -
1. Indian Overseas Shipping Company Ltd., Bombay.

Spokesman:
Shri S. N. Haji

IL. The Indian Council of Foreign Trade, Bombay.

Spokesmen:
Shri K. G. Khosla
Shri Hansraj Gupta

III. (i) All-India Seamen'’s
Federation, Calcutta.

(ii) United Seamen’s Union,

Calcutta.
(iii) Seafarers’ Union of
India, Calcutta.

Spokesmen:
Shri M. A. Sayeed
Shri Dilip Roy
Shri A. Saleque

1. INDIAN OVERSEAS SHIPPING COMPANY
Ltp., BomBAY

Spokesman:
Shri 8. N. Haji.

(Witness was called in and he took
his seat)

Shri Haji: As intimated previously,
1 have appeared before the Joint
Committee. But as regards the other
directors, unfortunately the Nawab
of Palanpur is indisposed and Shri
Vaidya has gone back to Bombay. It

was arranged that the Yuvraj of,

Porbander would come, but he could
not come.

Chairman: I have gone through
your memorandum and find that your
organisation practically supports the
All India Manufacturers’ Organisa-
tion for which you appeared the
other day before us. So if you have
any new points, please let us know
them first.

Shri Haji: If you will permit me, I
will just read out a statement in
connection with the important pro-

Shri M. M. Kaul

Jointly

Shri L. N, Reddy
Shri Ajit Sarkar

blem of foreign capital in our com-
pany and other companies.

“The Indian Overseas Shipping Co.
Ltd. requested the Government for
exemption in the case of the Swiss
capital upto 33 per cent only as that
small concession from the fixed 25
per cent limit would have enabled
the company to purchase 2 ships on
the instalment system, but the
Secretary of the Ministry of Transport
stated in his letter dated 28th May
1958:

“It is true that the Resolution
itself permits the Government of
India to consider the request for
relaxation of any of the above
conditions on merits in individual
cases. You will, however, appre-
ciate that as this question of
foreign participation in Indian
ships is likely to come up for
discussion at the Joint Commit-
tee which has been set up by
Parliament to examine the Mer-
chant Shipping Bill, it would not
be correct on the part of Govern-
ment at this time to entertain



any request for any relaxation of
the various criteria mentioned

above”.

Shri Harish Chandra Mathur: Has
this statement been circulated?

Shri Haji: No.

“Under the circumstances, the
Company had to rest content with 2§
per cent foreign capital even though
a higher percentage of foreign capital
could have been made under ordinary
circumstances. Nevertheless, how-
ever, our company's capital require-
ments are now fully met”.

Then, Sir, in this book as also
outside, doubts have been expressed
whether foreign capital will be avail-
able for Indian shipping in any
sizeable quantity. I will just give
you a few examples.

“The Managing Director of Messrs.
Gill Amin and Co., a member of the
Steamship Owners’ Association, has
been trying to get more foreign
capital on 51 :49 basis for adding to
their small fleet. It may be noted
that this company is one of the small
ones which are members of the Asso-
ciation. Similarly, Messrs. Bhogilal
Muiji Bhai & Co. of Bombay, one of
the small shipowners, who are not
members of the Association, believe
in adding to Indian tonnage with
foreign capital on 51:49 basis, and
they have said that they were going

to submit their views to the Commit-

tee. I do not know whether they
have submitted any views; I am tell-
ing you what I have heard.

Moreover, the Indian merchants of
various commodities, namely cashew
nuts, cloves and so on, who are not
satisfied with the existing shipping
services will be able to come for-
ward to help float new shipping
cpmpsnies with foreign capital parti-
cipation as it would solve their main
problem of adequate equity capital
and foreign exchange.

This 9pinion prevalent among the
mercantile class in Bombay interested
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in export and import is also shared
by academic circles and a Professor
of Transport has told me that he
was in favour of 51:49 formula for
foreign participation in shipping as
in other industries.

A large company has been con-
tacted by shipping brokers with a
view to provide foreign capital. I
am telling you what possibilities
there are. A reputed firm Messrs.
Vartak & Company have offered co-
operation of British capital and
British shipping  companies and
recently informed our company that
their parties are willing to participate
with an Indian Shipping company
on the basis of 51:49, but the com-
pany had to tell them that we cannot
consider the suggestion because our
quota of 25 per cent is already book-
ed up.

Messrs Marine and General Con-
sultants Ltd. of Bombay have got
American parties which are willing
to participate with Indian Shipping
companies in the matter of equity
capital.

Moreover, since my arrival in New
Delhi, I have come to know about
responsible American interests con-
tacting an Indian party for starting
a shipping Company, the American
party being willing to put in equity
capital up to 49 per cent, if permitted
by Government in addition to pro-
viding the required loan to enable
the company to purchase necessary
tonnage.

Now, we go to Calcutta. The
Eastern Shipping Agency of Calcutta
have been conducting negotiations
with a Belgian Shipping Company
which have proposed to come into
partnership with four ships as being
their part of the capital.

The responsible office bearers of
the Port Haj Committee in Bombay
have informed me in the course of

private discussions—which I  have
requested them permission to
divulge here—that Arab capital



would be available in plenty to pro-
vide modern comfortable ships to
carry Haj pilgrims to Jeddhah.

Messrs Allwyn & Co., a reputed
Hyderabad firm has been negotiating
with Arab parties for capital parti-
cipation in shipping.

Moreover, there are Indian Mer-
chants in East Africa some of whom
would be technically called “forei-
gners” and such “foreign” capital
would be a good source of foreign ex-
change for shipping. We would
therefore, request the Committee to
make such recommendations that the
Government would be enabled to re-
gard this type of “foreign” capital as
Indian capital, so that outside capital
might add further help to our ex-
change requirements.

Now that there is so much interest
in foreign countries for investment
in Indian shipping, one hopes that
necessary measures will be taken
to give Indian shipping the benefits
of the foreign exchange that would
thus be provided. The best way to
do this would seem to be to permit
foreign participation on the basis of
the 51:49 formula.

That is to set at rest, as far as we
can, the doubts that have been ex-
pressed in the articles and in the
books as to the availability of foreign
capital for Indian shipping. Next, I
will go to another subject which was
not discussed before and that is the
possibility of a monopoly arising in
the shipping industry in India. We

will take the various companies as'

they are from the point of view of
thewr tonnage. The Scindia Com-
pany, as we call it the Scindia Group,
has merged into it four companies:
Ratnagar, Bengal Burma Co., Indian
Co-operative and Bombay Steam: that
is 4 plus 1. In addition, they have got
as an 100 per cent. subsidiary Bombay
Steam (1953) and Kamal Shipping,
so that what is known as the Scindia
Group may be said to consist of real-
ly seven shipping companies. More-
over the total capital paid up along
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will debentures of the 3 companies
of the Scindia group comes to Rs. 16

crores. The other three have Rs. §
crores. The whole lot of the rest
put together, about 8 of them, have

barely Rs. 65 or 60 lakhs of capital.
This gives an idea of how small these
companies are. Naturally they want
to develop if they can with foreign
participation.

In this connection, the question
arises as to whether it is a good
thing for India to have one or two
big companies that will appear as
members of the Conferences or
whether there should be a large num-
ber of companies in various con-
ferences, the point is of utmost import-
ance because in Conferences the vote
is for the company. To give an
example, in the India-U.K. Conference,
there are only two Indian members.
Irrespéctive of tonnage, the small-
est company with only two ships
will have equal vote with the P & O.
That would give an idea of the need,
not of strengthening and fattening of
one or two companies, but of having
a large number of shipping com-
panies as members of the Conferences.
Whether it is the UK. Conference or
Continental or American or Austra-
lian, that is immaterial. What I
would like to stress is that the vote
is for the company and not for the
capital nor for the tonnage. For
example, I may say that though
Belgium is not much interested, their
one vote is equal to the one vote of
the P. & O.

I would like to draw attention to
the statement which I have appended
to Table II. Table II on the last page
of our statement gives an idea of
what has been done in shipping and
what we hope will be done in the
future with Indo-foreign capital
participation. We will find there
that in 1945-46, we added roughly
almost 100,000 tons. In 1946-47, we
came down to 60,000 tons. In 1947-
48, it was 83,000 tons. Then, in
1948-49, we went down very badly
and we came down to 32,000 tons.
The reason is this. We have to re-



member that there was no Planning
Commission or Government aid or
anything. The shipping companies
were on their own feet. About 90,000
or 1 lakh tons were added in 1945-46
and in 1946-47 another 60,000 tons,
as a result of the resources of the
companies which were built up during
the war being spent to acquire new
tonnage. One or two new companies
came up. About the time the Plan-
ning Commission started its activities,
we had gone dewn to 7,000 tons in
1949-50 and 19,000 tons in  1950-51.
Then, again, there is a deficit in 1851-
52. Even though by then the Gov-
ernment had announced that loans to
the tune of 85 per cent, spread over
15 to 20 years, would be available,
what do we find? In 1951-52, there
was a minus; in 1952-53 an addition of
38,000 tons. So that, private capital
available was relatively so small that
in spite of this very good financial
assistance that was being provided,
not much progress was done, until we
come to the beginning of the Second
Five Year Plan when by bits and bits
in the earlier years, we had reached
the figure of 521,000 tons. In 1957-68,
we reached 586,000 tons. After two
years of end of the First Plan, we
are reaching our First Plan target.

It has been stated in this book
“Indian Ship” that we shall be able
to reach the target and it is stated
that if the Government will give us
foreign exchange, we will be able to
get over the difficulty. The point is,
as is well known, there is no foreign
exchange for shipping. I can quite
conceive that arrangements may be
made with banks on the basis of
rupee capital here and foreign ex-
change through London or Swiss
banks or others. But, even though
we scrape together everything includ-
ing what has been announced this
morning, Rs, 10 crores over the re-
maining three years as against what
we are all hoping for, almost Rs. 35
crores during the remaining years,—
even that small figure will no doubt

e of assistance—the point I want to
tress is that with great difficulty, we

ope to reach the target of the

Second Plan. What will happen when
we come to the Third Plan?

I will quote the hon. Minister for
Shipping. In September, 1957, he
said:

“Owing to the acute foreign
exchange scarcity facing the coun-
try which is not a short term
feature, it will not be possible for
us to attain our tonnage target
for the Second Plan period. This
may have repercussions on the
Third Plan—which means the
continuance of heavy drain on our
foreign exchange resources caused
by the annual freight bill. It was
in this context that I welcomed
the acquisition of tonnage even
with foreign participation, but with
our dominating interest, and hence
only up to 49 per cent.”

The position as it stands is this.
As I have been urging, and other
people also, to my mind, if we are
going to achieve our target of 20
lakh tons within a reasonable period—
I may add that the Committee that laid
down this target hoped that we will
reach it in seven years—in 1954 we
were supposed to reach it—if we want
to achieve that target of 20 lakh tons
by the end of the Third Plan period
even, which will mean almost 20 years
after the enunciation of the policy, we
have to build up a fleet every year of
160,000 GRT of shipping. As I have
said in the statement,—I am not going
to repeat it—frankly, there is not that
money that is required, certainly not
foreign exchange. I would like to say
a word about this target.

Shri Harish Chandra Mathur: Mr.
Chairman, I want to raise a point. I
am not very clear whether the same
witness can appear twice over even
though he represents a different As-
sociation. Then he can represent a
third interest and come a third time
and have the advantage of refuting
the evidence which is led by some-
body else. Is it in order? I do not
think it is permissible unless there is
anything new.



Chairman: We have permitted the
Association and he appears on behalf
of the Association to make out their

points.

I do not think that is technically
wrong.

Shri Dhage: S8hri Harish Chandra
Mathur’s point is, if the two Associa-
tions for which he speaks contradict
each other in their views, would we
allow the same witness to represent
different views?

Chairman: It would be very ano-
malous to permit the same witness to
come twice over and represent two
different views.

Shri Harish Chandra Mathur: I
think the two organisations have sub-
mitted almost parallel memoranda.
Apart from this, 8hri Haji's main con-
tention during his first appearance
was to encourage foreign participa-
tion. His main theme all the time is
that foreign participation should be
permitted. I think today he is con-
tinuing and reinforcing the same point
which he had made out in the first
hearing.

Shri Akbar Ali Khan: To the extent
that the witness is repeating, he is
irrelevant. But, I do not think there
is anything wrong.

Shri Oza: This point cannot be
raised now after inviting the witness
to come. I think it is not fair to raise
this point now. Let us hear him. If
we think we want the other parties
to come back again, we can invite
them, but after having invited—two
days ago we came to know they were
appearing again—I do not think it is
fair to object to the deposition at this
stage.

Shri Harish Chandra Mathur: A
point can be raised at any moment.
There is no restriction on raising a
point at any time.

Shri Oza: It is embarrasing.
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Shri Harish Chandra Mathar: It
may be, but if it occurs to me now, I
will raise it.

Chairman: Anyhow, the point has
been raised, and my decision is, being
deputed on behalf of another company,
he is perfectly entitled to appear. As
regards the repetition of the views
that he hag already expressed, I have
already told him that if he had any
new point to make, he may make.
He has read out a statement by which
he shows that certain foreign inte-
rests are willing to come in on this
49:51 basis. Let us hear him. I
would only remind him not to repeat
the views he has already expressed.

Shri Haji: I will certainly try to
put new material before you, some-
thing which has not been brought
forward either by our association, or
other people.

There has been a good deal of talk
about the Reconstruction Policy Sub-
Committee on Shipping. It has been
quoted often to say that the 75—25
basis was the best in the interests of
India, but I do not think anybody has
drawn your attention to the dissent-
ing report by Sir Abdul "Halim
Ghuznavi, the founder and the first
Chairman of the India Steamship Co.,
Ltd, of Calcutta.

old  history

Chairman: Is that
relevant today?
Shri Haji: Yes. He says:

“Nor is there really any sub-
stance in any apparently nationa-
listic view prescribing 100 per
cent ownership and management
in Indian hands. Taking a realistic
view, arrangements will have to be
made and in the past have been
made by even 100 per cent owned
Indian shipping companies with
foreign companies. These are
called tripartite agreements or
conference line agreements. If
nationalism can be diluted to the
extent of coming to an arrange-
ment for sharing the trade with



fereign companies, I do not see
any very great violation of prin-
ciple in puritanic nationalism if a
company were to permit a very
minor portion of its capital to be
owned by foreigners and give
them a minor share in the man-

agement.”

Chairman: I asked you to state any
mew point. It does not mean you can
bring the whole world before us. It
must be confined to the memorandum
mostly and by way of elucidation of
the points that hawve been made in
the memorandum. We are really con-
cerned with shipping, and I shall ask
you a few questions. What is the
tonnage that the Victory Navigation
Co., has got at present?

Shri Haji: I am appearing this
morning on behalf of the Indian
Overseas Shipping Co., Ltd.,, which
has nothing to do with any other
company.

Chairman: What is the tonnage that
company possesses?

Shri Haji: Our company possesses
no tonnage at the moment for the
very good reason that the prices are
coming down. As I told you, ships
available at Rs, 125 lakhs eight or ten
months ago are now available at less
than a core of rupees. My own feel-
ing, shared by so many people in
England and elsewhere, is that the
prices are going to tumble down
further.

Chairman: So, yours is a prospec-
tive company?

Shri Haji: It is certainly a company
which has been allowed to commence
business, which has got the money. I
have already requested the Reserve
Bank to allow participation of the
Swiss people.

Chairman: You have stated that
ships can be had nowadays at 25 per
cent. down or even 20 per cent down.
Are they new ships or old ships?
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Shri Haji: They are ships four to
ten years old.

Chairman: They are old ships.

Shri Haji: They are fairly new
ships.

Chairman: They are not new ships,
that is the point.

Shri M, C. Jain: What is their
speed?

Shri Haji: Fifteen knots.

Chairman: We cannot say that a
company shall not have ships older
than, say, five years. It will depend
on the company itself that goes in
for the purchase. If you buy the ship
on an instalment basis, according to
your own statement, for the next five
to seven years its foreign exchange
will be utilised for paying the debt.
That will not ensure to the Indian
coffers. Am I correct?

Shri Haji: If you have a ship of 15
to 18 years old with a speed of ten
knots, no shipper is going to give his
cargo to you, and that is why the
service that was running to America
had to be closed down, because they
were being run by Liberty ships. The
Liberty ships whose cost was Rs. 70
lakhs about 18 months ago has now
come down to Rs. 14 lakhs. So, there
should be no confusion. I am talking
of 15 knots, 10,000 tons.

Chairman: A subsidiary of a
foreign holding company may be
started here and they may put in here
the ships that are at present lying
idle with them, to be used for the rest
of their lifetime. According to your
own statement, for the coming seven
years the Government of India do not
get any benefit of foreign exchange.
So, how is the Government of India
benefited by it?

Shri Haji: The subsidiary company
is an Indian company. Therefore, all
the foreign exchange it earns is the
Government of India’s foreign ex-
change, The Government of India,



through the authority of the Control-
ler of Capita] issues, examines these
problems so thoroughly that normally
no hanky-panky can happen.

Chairman: Some people may have
doubt about the thoroughness of the
examination, because, after all, it will
depend on so many things.

Shri Haji: I would request the
Government of India to see to it that
too many old ships are not bought.

Chairman: We shall see whether it
can be put down in the Bill or not.

Shri Harish Chandra Mathur: Once
you bring the old ships here and the
entire business is taken by them, no-
body would feel encouraged to start
companies and buy new ships, and it

will thus definitely retard our pro-
gress.
Shri Haji: A subsidiary company

established in India, like the other
foreign concerns operating in India,
will have, under the company law, to
follow the directives if the Govern-
ment of India chooses to give them.
And that is my reply to the fear ex-
pressed by the hon, Member.

Chairman: The directive that can be
issued by Government can be only in
regard to broad policies and not on
particular matters.

) Shri Akbar Ali Khan: Incidentally,
it 'wi'n retard the progress of Indian
shipping. That is why this question
has been asked.

Shri Haji: Suppose there are two
or three small companies even with
Liberty ships. In the Conference. ...

Shri Harish Chandra Mathur: I am
not saying that there are two or three
small companies. My question aris-
es out of the Chairman’s apprehen-
sion; his apprehension is that the
idle tonnage which is lying at pre-
sent in London comes over here and
is registered as Indian ships. Suppose
10 lakhs of tons get registered in that
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manner, What is the bar to that?
Will that not retard the progress on
Indian shipping?

Shri Haji: Whenever we talk about
mixed venture or mixed participa-
tion, it is always understood, parti-
cularly when we have all these clauses
in the Government of India’s Bill ete.
that the company has an Indian
complexion. As you rightly said, on
matters of broad policy, the directive
will be there. But on matters of
ordinary affairs, such surcharge and
other business things, there may not
be any directive. In addition to the two
Indian votes in a particular con-
ference, that we have got today, we
shall have five Indian votes, and we
shall prevent that Conference taking
any such step.

I think it is clear to Members that
the whole of this machinery of over-
seas trade in the liner business is
conducted through the conference,
and the more the Indian interests
in the conference, the better it will
be for us. I do not see how.

Chairman: You have referred to
the fact that these companies coming
to India will not be left free to do
as they like, because they will be
combines. I believe it will be 51 per
cent. Indian interest.

Shri Haji: It is not only that; the
shipping company coming on the
Indian register, and coming under
Part II of the Bill....

Chairman: The Merchant Shipping
Act, the Companies Act is there; we
know all that. Broadly, you have
referred to those things, such as the
majority that Indian interests will
have on the directorate etc.

Are you talking today of the 20 lakhs
tons to be achieved by 1966? Accord-
ing to your calculations, if we pur-
chase old ships, it may not require
Rs. 100 crores of foreign exchange,
but only 25 per cent. of it, that is,
Rs. 25 crores. The equivalent of
Rs. 25 crores is required on the part



of Indian capital. And you have
stated the figure of Rs. 3 crores a year.
Now, this Rs. 100 crores may be the
authorised capital, and the paid-up
capital may be just Rs. 25 crores. Is
Indian capital prepared to spend
Rs. 25 crores out of its own resources?
What is your impression?

Shri Haji: I have already calcu-
lated it and given it in my statement.
On the basis that we have followed,
1 may make it clear, India need not
raise more than about Rs. 6 crores a
year.

Chairman; For the 9 lakh tons?

Shri Haji: 1 am talking of the
2 million tons. This 9 lakh tons may
be regarded as completed or not com-
pleted; that does not worry me. I am
thinking of the 20 lakh tons and
25 lakh tons

Chairman: There, Indian capital to
the extent of Rs. 64 crores will be
suficient?

Shri Haji: Per year.

Chairman: Whereas, so far as
foreign capital is concerned, it will
be at least Rs. 25 crores?

Shri Haji: No; foreign capital will
be less than half of that.

Chairman: So, the foreign capitpl
required will be Rs. 34 crores.

Shri Haji: May I read qut a few
lines from page 6 of my statement:

“Now, these 24 steamers might
cost approximately Rs. 24 crores,
but today in the buyers’ market
in the shipping world, it is possi-
ble to purchase the ships with
25 per cent. of its price by way
of initial payment and the rest by
instalments, that is, by foreign
exchange earned by operating
steamers. On this basis, only
Rs. 6 crores will be required per
Year, out of which Rs. 2:94 crores
will have to be foreign capital; it
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will be in foreign exchange, and
the balance of Rs. 3'06 crores will
be Indian capital to maintain the
proportion of 51 :49 enunciated.”

With due respect, I submit that whemn
there is a venture like this, with Gov-
ernment help, and Government cargo
and the rest of it, Rs. 3 crores a year
will be easily available.

Chairman: Rs. 3 crores to be sub-
scribed by private capital?

Shri Haji: Yes.

Chairman: You feel that it would
be easily available?

Shri Haji: If the committee will see
the annual capital that we are putting
into the various industries, they will
find that what I am saying is more
than justified.

Chairman: So, in the Third Five
Year Plan, there will be no difficulty,
though Government apprehend diffi-
culty, because every year Rs. 3 crores
will be available, up to 1966.

Shri Haji: As I have pointed out,
Government’s apprehension is about
foreign exchange. What the Minister
of Shipping has stated has reference
to foreign exchange, and what he said
in 1957 is unfortunately more than
doubly true today. Shipping is not
in the core of the Plan, and there is
no foreign exchange, and the position
is much worse than before, as all of
us know very well.

Shri Raj Bahadur: Let us hope for
the better.

Shri Haji: Definitely.

Chairman: So, up to 1966, every
year, Rs. 3 crores are available from
private resources for the purpose of
shipping. According to your state-
ment, by depositing money here in
some foreign subsidiary bank we may
get equivalent exchange; and as you
have said, we may not buy 20 ships,
but we may be able to purchase some:
ships.



Shri Haji: That is another method.

Chairman: Rs. 3 crores will be avail-
able here from private resources, if
-we deposit that amount here, we can
get about three ships every year.

Shri Haji: This is an arrangement
.where we give money in rupees here,
.and the banks give us foreign ex-
.change there. On that basis, so far
.as our calculation shows, we cannot
make a very big headway.

Chairman: You have stated that we
could have some ships, but not 20
ships.

Shri Haji: We can have a limited
‘number of ships.

Shri Bisht: We are only indulging
in academic discussion. There are no

. concrete proposals.

Chairman: I am responsible for it.
1 am asking him his opinion. He says
that there will be no difficulty so far
_as foreign exchange is concerned, and
there will be no difficulty so far es
private capital is concerned. And it
will have to be granted that so far as
Indian capital is concerned, it will
only be subscribed, but not paid-up;
it need not be paid up; it may only be
subscribed.

Shri Haji: No. If I may repeat
what I said last time, by combining
the foreign capital system with the
loan system, it will enable us to add
to our tonnage.

Chairman: Is it loan from Govern-
ment?

Shri Haji: Not loan from Govern-
ment. There are two ways of meeting
this foreign exchange position. One is
foreign equity capital. The other is
to pay a certain amount of rupees
here, against which you can get a
certain amount of foreign exchange
equivalent. My submission is that
with foreign capital operations, we
shall be able to keep on making pro-
gress up to 20 lakhs target. But
although we may be paying money
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here 1n rupees and getting foreign
exchange there, yet the banks will not
keep on advancing moneys on this
basis all the time.

We carried on negotiations with a
Japanese firm, and they say that they
are not agreeable to this kind of pro-
position. Some British banks are
agreeable, but even they were not
agreeable to this number of 60 or 80
and so on.

Chairman: You have now given us
a list saying that these are the coun-
tries which are interested. But the
other day, you did not give this list.
You only mentioned the 51:49 per
cent., but you did not mention whether
they were willing to come in on a
predominantly Indian control and
management basis. ’

The other day, some Member asked
you whether you had ascertained, and
you retorted that it was only your
guess that such and such countries
were willing to come, because it was
the Government to whom they applied,
and they did not apply to you. But,
today, you have come out with a list
saying that these are the countries
and interests which are willing to
come. May I know from where you
got this information within a period
of twenty-four hours?

Shri Haji: When I said hearsay, I
had in my possession the very same
information that I have today. Only,
taking advantage of the interregnum,
I have got it confirmed by parties, and
if you want, I am prepared to let you
have all the evidence.

Chairman: I do not challenge it. My
simple question is this. The day
before yesterday, you said that they
did not apply to you, and it was your
information gathered from other per-
sons. But today you are giving this
information that such and such coun-
tries are interested. May I know
wherefrom you have got this definite
information within a period of twenty-
four hours?



Shri Haji: I am very glad that in
tthis statement that I have made today,
1 have given two or three cases of
what was in my opinion hearsay the
other day.

Chairman: This is there on record.

“Mr. Chairman: You are an
expert in the line. You must give
some definite information on
which we can come to some deci-
sion. Otherwise, there is no value
in asking this question.

Shri Haji: It is the Government
that is approached by people.
When I say that Arabia is
interested, naturally, I have heard
people say that Arabia is interest-
ed. Arabia does not apply to
him.”

May I know from where you have got
this definite information today?

Shri V. K. Dhage: He has sent a

telegram to the firm.

Shri Haji: Take the British case,
where the man said that they were
prepared to come. He talked to me
about three weeks ago. But things
change. So, the day before yesterday,
I sent him a telegram, because I could
see from the tone of the Members that
they wanted definite information, ask-
ing whether that offer was still open.
The reply was that it was still open.
I have not brought the telegrams with
me, but I can send you, if necessary,
the original of the telegrams.

Chairman: Please send them.

Shri Raj Bahadur: Please send the
telegram that you sent and also the
telegram that you had received.

Shri V. K. Dhage: The answer is that
the offer is still open. But the tele-
gram does not say what the offer is.

Shri Haji: May I submit that just
as Members have certain freedom, so
also, the witness should have certain
freedom?

Chairman: You will have all the
protection that I can give you.
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Shri Haji: All that I want to say is
that I want you definitely to under-
stand that this is not somféthing con-
cocted in the course of today.

Talking about hearsay, I talked
about the Allwyns in Hyderabad; he
came and talked to me. I hdve pre-
pared reports for him, for Arabia. So,
I know what I am talking about.

Chairman: Would you answer this
point? The other day you said that
you were stating what you heard other
people say.

Shri Haji: Quite so. If an amend-
ment is allowed, the word ‘hearsay’
there means what I am telling you
today.

Shri Harish Chandra Mathur: I take
the validity of the offer for granted
and I am proceeding on that basis.
Will foreign capital be available if
promotional facilities are denied to
them and confined only to companies
with cent. per cent. Indian capital and

Indian management?

Shri Haji: Will you kindly explain
the promotional facilities?

Shri Harish Chandra Mathur:
Certain promotional facilities are
given by the Government of India
such as loans etc.

Shri Haji: I am not aware of any
such facilities.

Shri Harish Chandra Mathur: That
is cheap interest etc.

Shri Haji: You mean the Rs. 10
crores.
Shri Harish Chandra Mathur: No.

There are various promotional facili-
ties that are being given. There are
others which the shipping industry is
asking for. If these facilities are con-
fined only to those ships which are
entirely Indian owned and Indian
managed, will foreign capital be still
forthcoming?

Shri Haji: I do not quite follow
what you mean by proomotional facil-
ities.



Shri Raj Bahadur: Government give
loans at concessional rates of interest;
there
Indian shipping; and there are other
matters such as the provision of foreign
exchange etc. for buying new equip-
ment.

Shri Haji: The whole of my
approach is based on this. Once a
ship becomes an Indian ship, whether
it is 25 per cent. Indian capital or
75 per cent. Indian capital, it becomes
vested with Indian nationality; and it
won't be correct to differentiate bet-
ween them in treatment.

Shri V. K. Dhage: It is open to Gov-
ernment to offer certain facilities to
certain companies and not to offer the
same to certain other companies.
Supposing Government takes that

Shri Harish Chandra Mathur: My
question arises out of some observa-
tions made yesterday by some of the
witnesses, and what was said by the
hon. Minister himself. The Secretary
was explaining about the availability
of promotional facilities etc. They
clearly wanted to tell us that these
two are two different things. My
question is based on that. I want to
know, if these promotional facilities
are not available to them and if they
are confined only to those companies
which are cent. per cent. Indian in
capital and management, will foreign
capital be forthcoming.

Shri Haji: I have now understood
your idea of promotional facilities. If
in shipping we are going to do that,
personally, I am confident that foreign
capital will not be forthcoming in the
manner I have suggested. I have
taken it for granted.

Shri Harish Chandra Mathur:
According to your conception and as
you visualise the future under this
Bill, these companies to be newly
formed with foreign participation will
also share the coastal trade.

is reservation of cargo for.
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Shri Haji: They should definitely;
otherwise, the whole edifice collapses.
That is my opinion.

Shri Harish Chandra Mathur: So
the coastal trade, which is just at
present operated only by those Indian
owned companies with complete
Indian capital and management, would
be shared by these new companies
with foreign participation also.

Shri Haji: It will depend upon the
size of the ship and all that. I think
I must make it clear........

Shri Raj Bahadur: You have already
said in answer to a previous question
that there should be no differentia-
tion.

Shri Harish Chandra Mathur: At
present the Moghul Lines are the only
company who have got some foreign
capital; but they have no promotional
facilities.

Shri Haji: The Moghul Line is an
Indian company in a certain sense and
it is not an Indian company from
another angle. If I may elaborate,
this position has developed because
the Government of India had been
regulating the whole show on the
basis of the resolution of 1947. But
once you pass an Act like this it
will supersede that resolution. I want
to make it clear that the passing of
the Act would mean that the resolu-
tion is scrapped because the two
things are inconsistent and the Act
prevails.

Shri Harish Chandra Mathur: You
said that at international conferences
it would be more advantageous to
have more companies and that it is
not necessary that it should be confined
to 4 or 5 big companies.

Shri Haji: One or two.

Shri Harish Chandra Mathur: Even
at present we have 30 companies;
don’'t you think they are enough?

Shri Haji: I want you to remember
that out of these 30 companies we



have got only 4 companies in the con-
ference of overseas lines.

~ Shri Harish Chandra Mathur: Why
'not have all the 30? Why do you
b;vant more new companies?

| Shri Haji: My reply to that is that
these 30 companies are particularly

small ones. They can develop only if
’you have companies with foreign
‘capital.

Shri Harish Chandra Mathur: There
is no question of development. I do
not see any force in what you say
auntil and unless you can further elu-
cidate it. There are already 26 com-
ipanies who can become members and
igive us the voting rights.

Shri Haji: If you will allow me to
go back to our statement....

Chairman: I would request you to
kindly give us additional copies of
your statement for circulation to
Members. That is the custom here
and when I permitted you to read it
I forgot to mention it.

| Shri Haji: I will certainly do it.

. Out of these companies, there is the
South East Asia Company with 2,800
tons; there is the Chandbali Co., with
2,500 tons, P. C. Ray with 2,200 tons,
Ambica, 1,500 tons, Ambassador with
800 tons and so on. How do you
expect that these people, as they are,
can join any conference? For the
‘overseas, a ship has got to be at least
7,000 tons, so that these very small
people cannot grow unless they are
assisted by the Indian capital and by
foreign capital.

Shri Harish Chandra Mathur: Do I
un@erstand that with foreign partici-
Fatlon foreign capital will always
ome from foreign shipping companies?

Shri Haji: I do not agree.

Shrl'ﬂarlsh Chandra Mathur: Do
th.mk that people who are not in
shipping trade will come forward
participation in India?
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Shri Haji: Not only do I think se
but there is an example. Our own
company has got foreign capital to the
tune of 25 per cent.

Shri V. K. Dhage: We have been
told by some of the witnesses yester-
day that given the necessary facilities
they would be able to arrange the
foreign exchange themselves and also
raise the required capital in India it-
self. What is your reaction to that?

Shri Haji: The only way that foreign
exchange could be managed either
without foreign capital or without
government help is what I have men-
tioned, namely, putting a certain
amount of money in an Indian bank
and against that you take so many
dollars or sterling. My submission is
that it cannot be a process which can
be of great help. It will probably be
of help when the payment is say
Rs. 20 crores for a short period of
years—say 3. If you want to go by
leaps and bounds—12 lakhs tons and
so on—no bank will give you the
facility required. @That was what I
was telling about the Japanese wanting
to do something. They said they can-
not accept the proposal. No bank
wants to put all its assets in one ship-
ping basket in India.

Shri V. K. Dhage: Do you say that
Indian capital cannot be had?

Shri Haji: It could be had to the
small extent I have envisaged in my
statement. If your office will look at
the total amount of capital issued per
year, they will see it runs into a fairly
large number of crores and 3 crores
on the whole for this purpose is not
and cannot be a different proposition.

Shri Tangamani: You have been
advocating the cause of foreign parti-
cipation with many instances also.
Under the Second Plan, the target
fixed is 900,000 tons. Do you think
that without foreign participation, we
will not be able to fulfil that target?

Shri Haji: You are talking of the
Second Plan. As you are well aware,
from the side of the private sector a



big delegation was sent by the Federa-
tion to America, Germany, France and
other places to get equity capital. On
the same basis, the Government have
been sending their representatives to
get either loan or equity capital. As
a matter of fact, without foreign
capital, I do not think you are going
even to get a big part of the Plan
fulfilled.

Chalrman: I understand that the
delegation that you referred to did not
go for shipping only, but for other
business also.

Shri Haji: Yes, for the Second Plan

in general.

Shri 8. K. Patil: The question was
whether the target of 800,000 tons for
shipping did or did not require foreign
participation.

Shri Haji: I am sorry I misunder-
stood it. If that is the question,
whether the 900,000 tons requires
foreign capital, to the extent that the
Government will not be ablz to provide
the foreign exchange and the compan-
ies on a self-management basis might
not succeed....

Chairman: That is not the answer
to the point.

Shri Harish Chandra Mathur: How
can he answer that? It depends on
the resources of other people.

Shri H. N. Mukerjee: You refer at
page 8 of your memorandum to the
Shipping Policy Resolution of 1947 and
you quote certain words to the effect
that “thc Government of India accept
the Committee’s view that the deve-
lopment of Indian Mercantile Marine
will be facilitated if an understanding
of the subject could be reached with
His Majesty’s Government and British
shipping interests”. Then you proceed
to characterise this as an example of
‘the dependent mentality’ of the Gov-
ernment of the day. This Resoiution
was dated 12th July 1947, that is to say,
before independence and much before
the declaration of the Republic. In the
year of grace 1958, you are suggesting
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to us that there are certain foreign:
interests not only in His Majesty's.
Dominions and particularly Britain
but also in America, Switzerland—and
God knows what other countries—-
which are magnanimous enough to
agree to come to our country not on
the basis of 25:75, but on the basis of
49:51. Do you call this an example of
independent mentality or you do think
that it is an extension and amplifica-
tion of the dependent mentality? T
ask this because you say in the Ship-
ping Line Conferences, Government
can control decisions, because on ques-
tions of national importance, Govern-
ment can bring the recalcitrant ship-
ping companies to book. But you have
already said before this Committee

that in real, crucial moments of
national crisis, in peace or war, our
country’s Government being very

weak, as far as naval power is con-
cerned, it will hardly be in a posi-
tion to bring the recalcitrant com-
panies to book. It is only in regard
to day to day commercial work-
ing that these Liners’ Conferences
are playing a part which has
militated against the independent
functioning and development of our
navy. Therefore, I suggest to you that
what you are asking this Committee
to adopt by way of changing that pro-
vision of the Bill is really an example
of dependent mentality.

Shri Haji: What I stated with regard
to the Resolution has reference to the
fact that both the Committee and the
Government of the day were looking
at it from what I might call the
colonial angle. We did not have the
power then, which we will get under
this Bill, of having an Indian Register,
on which I lay very great emphasis.
An Indian Register will enable the
Government of India to give its certi-
ficate of identity and of nationality to
Indian ships. Just as the passport is
the procedure by which the citizen is
made to feel that he is a citizen of
the country, similarly in the case of
shipping, an Indian Register serves
that purpose. Now, because we could
not control the ship in the old days
under British domination, we had to
think of controlling the company, but



“once we control the ship under the
Register, which we are now establish-
ing, to my mind the 75:25 ratio has
no more meaning in shipping than in
any other industry. It is only a matter
which concerns the shareholders—75
per cent. required for Special Resolu-
tion and so on.

Shri H. N. Mukerjee: It is evident
that the foreign agents with whom
perhaps you are in some communica-
tion think that the 25:75 ratio is not
good enough for them, and 49:51 might
be good enough. According to the
calculation of the foreign moneyed
interests, a larger share in the partici-
pation in the companies to be formed
in this country is thus necessary. That
is to say, any increase in the quantum
of foreign participation is a danger
to the independence of our country.
Are you satisfled that a larger quantum
of their share is not dangerous to our
economy? '

Shri Haji: Not having negotiated
on the basis of 25:75, I cannot tell you
why the foreigner has or has not come.
But this much is a fact: A very great
deterrent is the fact that even though
'the man puts 25 per cent., he cannot
‘even have one director. The second
;condition of the Resolution says that
;all the directors should be Indians.
‘That is the real trouble.

Chairman: This point has been dis-
cussed before.

; Shri Akbar Al Khan: So far as
jyour representation today is concern-
%ed, is it your only grievance that
kecause the stipulated amount of
oreign participation was not allowed,
t could not be proceeded with and on
your side you were ready with all the

ther things?

Shri Haji: I explained that in my
tatement this morning. For 25 per
ent., we do not want any permission.
ut we wrote last month to the
eserve Bank of India giving the
imes of the participants and so on.
e have already sent a letter to the
ntroller of Capital Issues. It is only
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when we hear from these people that
we can go ahead. Moreover, even if 1.
get the foreign capital today, if I feel
that the prices of ships are still going:
down, I would hold myself for a month
or two

Shri Akbar Ali Khan: Have you got.
subscribed capital in cash already in.
the bank for the company?

Shri Haji: We have already more-
than promises and we have people at.
our back and as soon as foreign ex-
change is available—because we can.
do nothing without foreign exchange—-
the Indian money will also be avail-
able.

In shipping, Indian money, without'
foreign exchange, has no meaning
today.

Shri Akbar Ali Khan: We want cent.
per cent. national shipping, unless- we
are convinced otherwise. I want to
know whether with governmeut
financing as well as financing by our
private people, we cannot reach the
target of 2 million tons by the end
of 1965.

Shri Haji: Situated as we are, I do
not think there is any prospect of
reaching anywhere near 2 million tons
by 1966.

Shri Akbar Ali Khan: Suppose we
are prepared to go to the extent of
40 or 45 or 49 per cent—more than
25 per cent.—but we lay down that
the management. will be cent. per cent.
Indian except in respect of experts
required for know-how, and in the
directorate we may give a certain
share to the foreign investor, do you
think it will be feasible?

Shri Haji: We have been stating
that we should try to get as much
foreign capital under our control as
possible by the 51:49 formula, but so
far as directors are concerned, we need
not say that the directors should also
be in the same proportion. So far as
management is concerned, ®even in
what are known as 100 per cent. Indian
companies, there is no objection to
having foreigners as managers. Youw



may say the managing agents should
be Indians. But management is differ-
ent. Suppose I want a superintend-
ing engineer and I am unable to find
a qualified Indian, why should I not
get a foreigngr for that job?

Shrimati Savitri Devi Nigam: If
‘we accept your proposal about foreign
participation, how much foreign ex-
change of the amount we are spending
now, at the rate of Rs. 150 crores per
year, will be saved by these com-
panies after paying foreign exchange
in instalments?

Shri Haji: The company which has
got foreign participation will earn
foreign exchange according to the
number of ships and so on. What the
foreigner will take away would be
only the dividend at the end of the
vear. It is normally 6 per cent. If you
pay more than 6 per cent., tax is paid
t0 Government. The proportion of 25
or 49 per cent. applies only to the
«capital, not to the foreign exchange
earned. Therefore, the fear that large
sums of money in foreign exchange
will go away from the country is, in
my opinion, utterly groundless.

Shri Mool Chand Jain: Is it a fact
that in no other maritime country
.officers and other ranks are taken from
outside their country?

Shri Haji: There may be some coun-
tries where there is this kind of
restriction. So far as we are con-
<cerned, we have first of all to produce
captains that would take charge of
our ships. I say, in no country. in the
world that I am aware of has develop-
‘ment of shipping depended upon ability
to get trained personnel. In advanced
countries, no doubt, they can put a
condition like that. Here, when we
are just developing Dufferin to a
proper size—that may not be enough—
when our Engineering colleges are
inadequate—one is two or three years
old and the other in Bombay is a little
older—we have not got enough per-
sonnel. There is really no need to
‘bring in this issue.
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Shri 8. K. Patil: There is one point.
Are these offers made to the small
companies on the assumption that
along with the capital, there would be
participation in directorship, manage-
ment or anything. Or, conversely 1
would ask, would that capital be
coming if it is said that management
and control will be vested only in
Indian hands including also director-
ship.

Shri Haji: I could not follow.

Shri 8. K. Patil: I am asking about
these offers which you just mentioned.
These days hundreds of offers are
being made and nobody knows how
many of them will materialise, These
particular offers which you mention-
ed,—three or four—are they on the
assumption that along with the
capital, they would get some share in
management?

Shri Haji: Certainly some place
among the directors, though not in the
same proportion.

Chairman: You please give us the
record that you have got: the refer-
ence that you have made and the let-
ter confirming or the telegram.

Shri Haji; Certainly.

Dr. Raghubir Sinh: Are these offers
based on the assumption that the
terms as they are given now in the
Bill will be accepted? Is it likely
that in case there is the slightest
change in the terms as now provided
in the Bill, the offers may completely
vanish? I would like to know the
specific understanding on which these
offers are made.

Shri Haji: I am glad that this ques-
tion has come up though I may repeat
myself which is inevitable under the
circumstances. I can say that most of
the foreign interest in our shipping is
the result of a statement made in the
Lok Sabha by the hon. Minister of
Shipping that the Government will
consider the question of 51:49. So
that I do not think the foreigners have



even got a copy of our Bill; nor have
they understood what the Government
has laid down.

Chairman: Why don’t you please
answer the question that has been
directly put; whether these offers are
on the basis of the Bill.

Shri Haji: No, Sir.

Chairman: As I have requested you
already, please furnish us with copies
of the correspondence on the basis of
which foreign companies confirmed
their consent.

Shri Haji: I can tell you—the copies
will be there—most of it is on the
basis of the capital clause. I do not
think they could have considered the
other clauses.

Chairman: It is on the capital basis:
not on directorship, control, etc.

Shri Haji:
thrashed out.

That remains to be

Chairman: Thank you.

(The witness then withdrew)

II. THE INDIAN COUNCIL OF FOREIGN
TRADE, BomBAY.

Spokesmen;
1. Shri K. G. Khosla

2. Shri Hansraj Gupta
3. Shri M. M. Kaul.

{(Witness were called in and they

took their seats).

- Chairman: I have gone through
our memo. The memoranda of the
ther Associations and the views that
e have got from them, in a sense,
ve been more or less the same. The
mmittee have exhaustively dealt
ith all the points that you have
@ade. If you have got anything else
® add to elaborate any point that
Pu have made here, please do that in
b beginning.

hri Khosla: In the memo we have
 forward the salient features that
LS.—9.
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we have to say. We certainly com-
mend the Bill as it is coming up, that
it is quite in the fitness of things. For
the last 11 years we have been inde-
pendent now, we had no independent
register for shipping. We have been
registering so far on the British Regis-
ter. It is certainly very helpful atti-
tude that we shall have an Indian
Register for Indian shipping. The
Indian Council of Foreign Trade is one
with the.Government in this. There-
fore we feel that the right thing is
being done.

What is important from our point of
view as a trading and business com-
munity is that we are short of capital
in this country; we are short of foreign
exchange. If we permit foreign cap-
ital to come into the country by way
of equity capital, which we say should
be substantial, it should not, at the
same time, be in a majority. We
have put forward in our memo that
Indians should control 51 per cent,
that is, 33 parts or shares in a ship.
There is clause 12 which says 51 per
cent is all right. The ship can be
owned by a company.

Chairman: We have said in the case
of a company there is no limitation.

Shri Khosla: Our submission is that
there should be a limitation of 49 per
cent. We certainly want you to re-
commend foreign participation because
we feel, at the moment, we can buy
ships. Our Indian capacity being in-
adequate to manufacture, we can buy
ships from outside on deferred pay-
ment, provided the Government helps
the Indian companies to buy 5, 7 or
10 on deferred payment basis. If we
have foreign capital participation, the
first instalment of the deferred pay-
ment can be made from the foreign
capital which is coming in. Later on,
these ships will be saving foreign ex-
change in freight. We are spending

Rs. 150 crores over freight. If our
ships are saving some foreign ex-
change in foreign freight, certainly

this saving in foreign exchange can
be utilised to pay the deferred instal-
ments. In a way, it will not be a
strain on the country’s foreign ex-
change position. What the ships earn



in foreign exchange will be paid. We
also recommend that the company
must be incorporated in the Union of
India.

Chairman: You mean the Head office
will be here.

Shri Khosla: Yes. We have already
given our three principal recommen-
dations on this point. Also we have
taken up Home trade ships and that
it should extend from Massawa to
Singapore. Because, our study shows
that in England, the Home trade ship
operates beyond the French coast also.
If we operate over a long distance, it
will be more economic. These smal-
ler ships require much less mainten-
ance and much less upkeep. They
can be economic in their operation. We
also suggest that tonnage of 3000 tons
may be raised to 4000.

Chairman: In the Council, have you
got any shipping company?

Shri Khosla: No. we are mostly con-
cerned with foreign trade.

Mr. Chairman: You have stated that
you recommend investment of foreign
capital in the proportion of 51:49. You
have not stated anything about control
and management. That would be
another main factor in forelgn capital
coming or not.

Shri Khosla: We have said that in
the Board of directors, Indians should
have a majority.

Chairman: Simple majority?

Shri Akbar Al Khan: Will the
management be entirely Indian: the
manager, staff, etc.?

Shri Khosla: When we have a major-
ity in the Board of directors, natu-
rally, the managing agency will be
Indian.

Chairman: Not necessarily. The
managing agency may be quite differ-
ent.
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Shri Khosla: The managing agency
should also have a predominantly
Indian interest.

Shri Akbar Ali Khan: I wanted to
be clear. Suppose there is a majority
or predominant majority among the
directors. I am asking not only of
the managing director. It is in the
interests of our country that they
should all be Indians except when we
cannot get any expert. Is that your
view?

Chairman: And will that attract
foreign capital?

Shri Gupta: If the managing agency
is a partnership or a private limited
company, we would prefer the majo-
rity of the shares to belong to Indians,
but if there is only a managing direc-
tor who is taken because he is an ex-
pert and people are not available in
India, we do not have any particular
objection to a foreign, provided of
course his term of appointment is
limited to five years and is not for 15
or 20 years. If the managing agency
is a partnership, the majority of the
shares must be held by Indians; if it
is a private limited company, then 51
per cent of the shares must be held by
Indians.

Chairman: If it is only one person?

Shri Gupta: That means he is more
or less in the position of a managing
director, in which case if his term is
for only five years, there is no harm.

Shri Akbar Ai Khan: How long
have you been working?

Shri Khosla: Four years.

Shri Akbar Ali Khan: You have not
got any member from the shipping
industry?

Shri Khosla: In Delhi we have no
member. About Bombay I cannot tell
you very definitely.

Shri Akbar Ali Khan: So, your
memorandum is based only on general



' nsiderations and not special know-
edge?

Shri Khosla: We are a business and
rading community very much engag-
pd in foreign trade which has to be
arried on in ships. As a national or-
ganisation and as nationals of India,
e feel that we must enlarge our own
chipping companies so that we carry
ore of our tonnage which is our
ight. .

Shri Akbar Ali Khan: May I know
gwhat percentage of foreign trade is
carried on by your business?

Shri Khosla: Our principal business
has been importing of capital goods,
heavy machinery. We have been im-
&porting quite extensively in the last
@§s0 many years a lot of heavy machin-
Jery, and even now, our backlog with
Mthese old orders is quite heavy. We
gore all concerned with imports and
gexports carried on through ships.

Shri Nath Pai: We wanted to know
he volume of your trade in terms of
upees and in terms of tonnage.

Shri Khosla: If you will give us

BEime, we will send you a letter later
n.

!)r.‘ Raghubir S8inh: They have
gpaid in their memorandum that the
@prinicipal place of business of a com-

How far will such a provision
ﬂgence or affect the inflow of foreign
JFepital to India, especially in relation
10 shipping?

_ Probably the
gE°reieners would be quite interested
bavmg their companies located in
.dm and having their companies re-
Jistered in India with a bigger per-
entage in the capital, but -we in the
ational interests think that it would
e better if the foreigners are limited
?9 per cent participation and if the
Jority interest is in Indian hands.

' ha‘lrman: The association which
Witnesses are representing has not
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made an elaborate study, but it is
their opinion that there should be
49'51 and on that basis foreign capital
will be coming.

Shri Radha Raman: They are in
favour of foreign participation to the
extent of 49 per cent. The present
provision of cent per cent foreign
participation with necessary safe-
guards will naturally attract more
foreign capital and will be helpful to
us. If it is reduced to 49 per cent, I
do not know how it will influence
foreign capital to come in the same
measure as it will do otherwise.

Shri Gupta: Actually in our exec-
utive committee there was a little diffe-
rence of opinion on this matter. We
agree that with 100 per cent. partici-
pation, more foreign capital would
be coming in, but at the same time we
have also to take into consideration
the national feeling in the country at
the present moment. After all, old
history is not so easily forgotten, and
a big section of the business commu-
nity and others in the country feel
that we should have a superior hand.
It is as a compromise we say that it
may be 49 per cent.

Dr. Raghubir Sinh: A home trade
ship has been defined to be one not
excecding 3,000 GRT which you want
to be raised to 4,000 May I know.
why?

Shri Khosla: Because the operating
costs will be lower, the overheads
will be less and the ship will be able
to carry more load per trip. It is
certainly advantageous to have a big-
ger ship than a small one.

Dr. Raghubir 8inh: In that case, do
you realise how many ships will be
ruled out of business on this score?

Shrl Khosla: It says a home trade
ship means a ship not exceeding 3,000
gross tons. We say ‘not exceeding
4,000". We are not throwing out the
ones which are smaller.

Shri Dhage: You have stated that
Indians should have a majority in the
share capital. You have also given



your views about managing agency.
But do you not think that with 26
per cent share holding the company
will be controlled by the foreigner? If
you have knowledge of the working
of joint stock companies, you will
realise that any one holding 26 per
cent of shares in the managing agency
will be able to manipulate and control
100 per cent of the capital of the
company.

Shri Kholsa: If we are considering
the question of control, even a 100 per
cent Indian managed company can
be mismanaged and the Indian Com-

panies Act provides safeguards against
that.

Chairman: Then it will be mis-
management amongst Indians, not for-
eigners. That is the main point.

Shri Khosla: If the foreigner is
able to control the company with 49
per cent or even 26 per cent, and if
the other Indian directors represent-
ing 51 per cent are such a weak lot,
we cannot help it. In that case, even
with 10 per cent perhaps the foreigner
will be able to buy us over.

Shri Dhage: So, you think there is
a possibility of that kind of thing tak-
ing place?

Shri Khosla: We do not think.

Shri V. K. Dhage: You have advocat-
ed the 49:51 basis and you are in the
foreign trade. Have you any proposi-
tion till now to say that there is some-
body willing to join on this basis?

Shri Kaul: We have no definite
knowledge of that, but in other busi-
nesses you find parties in foreign
countries willing to join, and we take
it that in shipping also they will be
willing to come forward.

Shri Khosla: Under the present in-
dustrial policy, in industries 49 per
cent participation by the foreigner is
the normal thing.

Chairman: That is another thing.
We have even allowed 100 per cent
in some cases.

114

Shrimati Savitsi Nigam: Do you
think that these foreign participants
will be harming the interests of our
nation when they get interested in
their own national economy?

Shri Khosla: At the moment we are
carrying only flve per cent of India’s
foreign trade in our ships. At the
moment we are also short of capital
and foreign exchange. The only way
to get over the difficulty is to get for-
eign capital which will save us Indian
capital and also give us the foreign
exchange which is so essential at this
time. If we put in 100 per cent our-
selves, we shall not have the capacity
to buy the ships, but if we have less
foreign participation, then our ability
to pay the initial instalment will be
very low.

Shrimati Savitri Nigam: My ques-
tion was merely about markets. You
are interested in securing more mark-
ets for our goods, but a foreigner may
be interested in securing markets for
his own country and not for us.

Shri Khosla: Let us say a shipping
company is registered in India. It is
an Indian ship and the management
is predominantly Indian. If we can-
not influence the journey of that ship
or the business of that ship, I think
we have not managed the company
properly.

Chairman; It is now 12.05 p.Mm. Let
us try to finish taking evidence from
the other associations also, if we can,
today itself. Otherwise, we shall con-
tinue tomorrow.

These associations are not direcly
concerned with shipping. We have got
enough evidence from others already.

1 thank you, gentlemen, for the
trouble that you have taken to come
and give us your advice.

(The witnesses then withdrew)

1. All-India Seamen's
Calcutta,

Federation,

2. United Seamen’s Union, Calcutta,
and
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3. Seafarers’ Union of India, Cal-
cutta.
(examined jointly)
Spokesmen:

Shri M. A. Sayeed,

e Shri Dilip Roy,
Shri A. Saleque,
Shri L. N. Reddy, and
Shri Ajit Sarkar.

(Witnesses were called in and
took their seats)

Shri V. K. Dhage: Your memoran-
i dum is mostly with regard to the
clause-by-clause consideration. You
have not stated anything on the
general principle. So, you may now
state the general principle on which
you want us to proceed.

they

Chairman: Let us leave it to them.

Shri Saleque: Mr. Chairman and the
Members of the Committee, we, at the
outset, thank you for the opportunity
you have given us to place our sug-
gestions and views before you on a
Bill which is so vital to the lives of
@ our seamen. Now, Sirs, before going
@ into the suggestions put forward by
B us, we beg to point out that we have
dealt with only those portions of the
?ill, which concern the seamen direct-
y. )

Sirs, as we have indicated in our
amemorandum, we find the Bill rather
‘Mdisappointing so far as the interests
B! our seamen are concerned. It
acks the provisions which we con-
jder essential for the protection of
these interests. Questions of wages,
ours of work and overtime allow-
ces, leave, social security, nature of
uty etc. have been left out of its
irview. We presume that while the
1 was drafted, it was considered
at these questions would be settled
frough  collective agreements be-
Feen the shipowners and the sea-
€rs or, maybe, through the tribu-

s, for which there j ision i
b 'Bin is a provision in

Sirs, let us first examine whether
these questions can be satisfactorily
settled through the collective agree-
ments. The idea of collective agree-
ment is no doubt a very good one
and should be encouraged in all pos-
sible ways. But it is one thing to
appreciate the idea and another to
realise it in practice. It is commonly
admitted that the method of collec-
tive agreement has not worked very
successfully in the_ Asian conditions
because of the weak and undeveloped
characters of the trade union organ-
isations. We have to visualise the
possibility of collective agreements fcr
the seafarers of our country in this
context and we know that this possi-
bility is by no means a bright one.
In his report submitted to the Asian
Maritime Conference held in 1953 at
Nuara Eliya, Ceylon, the Director-
General, ILO, could not visualise this
possibility. He mentioned that it was
only in Japan the method of collec-
tive agreement was successfully ap-
plied. In the discussion held during
the Seattle Convention, 1946, it came
out that it would not be wise to rely
on the methods of collective bargain-
ing alone for the enforcement of the
conventions on wages, hours of work,
social security etc. So, the Conven-
tion envisaged governmental legisla-
tions also for this purpose particularly
in respect of the Asian and African
countries. It may be mentioned here
that even in advanced countries like
Scandinavia hours of work for sea-
men had to be fixed by governmental
legislations.

Now, Sirs, considering the situation
in India, in the context of which fram-
ing of satisfactory collective agree-
ments to meet the urgent demands of
seamen is envisaged, we can state
with all conviction at our command
that there is no such possibility in
near future. Experiences of secamen
are quite elogquent in this respect. A
collective agreement was framed in
1944 and it did not deal with the vital
questions of hours of work, social se-
curity, food, accommodation, manning



scale etc. and the way the question of
wages was decided was patently un-
satisfactory. Since that time, no prop-
er body existed for collective bar-
gaining. In 1955, the Government set
up the tripartite Seamen’'s Welfare
Board, but up till now the Board has
literally produced nothing. In 1956,
a bipartite organisation of the ship-
owners and the seafarers came into
existence, but so far it has only toyed
with the demands of seamen. ’
& L] L] [ ] L ]

Now, Sirs, let us consider whether
the seamen’s demands may be settled
through the tribunals as provided in
the Bill. It is the general experience
of the workers of our country that
tribunals are not set up in any trade
unless and until the employees of that
trade can create a crisis or at least
produce a serious threat of it. Is it
desirable, Sirs, that our seamen should
create such a crisis in the vital ship-
ping trade to obtain a tribunal?
Otherwise, where is the assurance
that they will get a tribunal for the
settlement of their long pending griev-
ances? Even if we assume that it
would be possible for them to obtain a
tribunal without creating any crisis,
there is no guarantee that it would
settle the major questions of princi-
ples in regard to their wages, hours
of work, social security etc. It may
be relevant to point out that inspite of
the provisions of the Industrial Dis-
‘putes Act, separate legislations on
minimum wages, social security, hours
of work etc. had to be made to settle
the generally accepted principles
underlying these legislations. Now, as
the seamen are denied the benefits of
the Indian labour legislation, we think
it imperative that internationally ac-
cepted principles guiding the condi-
tions of service of seamen as em-
bodied in the Seattle Convention, 1946
should be realised in our country
through an Act of Parliament, i.e. the
Merchant Shipping Act.

Sirs, we need not describe here the
hellish conditions under which our
seamen are compelled to serve. We
are submitting here some papers for
the kind perusal of the Chairman and
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Members of the Committee. They will
just give a glimpse of those conditions.
It will be all the the more clear to
you, Sirs, our seamen have been
waiting these long years hoping con-
tinually that the national Govern-
ment would redress their grievances
and it can brook no further delay. We,
therefore, earnestly hope that you,
Sirs, would consider our proposals 1
(a) to (e) in the light of what I have
just stated and accept them to protect
the essential interests of our seamen.

Among other suggestions, I want to
stress particularly on the following:—

(1) provisions for crew commit-
tees;

(2) some more powers to the ship-
ping master which would
make his decisions in all dis-
putes between a seaman and
his employer or ship’s officers
binding on both the parties; -

(3) provision prohibiting ill-treat-

ment of crews by the ship's

authorities etc.

In our memorandum we have given
our reasons for these suggestions and
a perusal of the papers just submitted
will, I hope, convince you all the more
how justified these reasons are.

Sirs, for want of time, I cannot
deal here with our other suggestions
which we have given clause by clause,
but they are not less important. We
hope you will consider them favour-
ably and with this prayer and with
your kind permission I am concluding
my statement. Thank you, Sirs.

Shri Dilip Roy: If you permit me,

I would like to explain the working

conditions of seamen.
Chairman: Yes.

Shri Dilip Roy: This is labour on the
high seas and not labour on land.
Even the natural laws are different
and their lives are different. If you
do not understand their living condi-
tions, it would be rather difficult for

*Expunged as ordered by the Chair.



you to know why we have suggested
certain amendments to the Bill re-
garding wages and hours of work ete.

Our seamen do not work continuous-
ly. They remain unemployed for
about 3 to 6 months after a voyage
which continues for a period of 8 to
18 months. During this unemploy-
ment period they receive no benefit,
nothing absolutely. They dc not have
any leave or anything of the kind
when the ship is at shore to attend
pujas, prayers or other things.

Shri 8. K. Patil: Is it on Indian
ships or foreign ships?

Shri Dilip Roy: Indian or foreign;
they are all the same. Even for ships
registered in UK. and other places
most of the seamen are recruited
from Indian ports.

Shri Tangamani: When they are un-
employed how can they get any
benefit?

Shri Dilip Roy: They do not even
have the benefit of holidays etc. I
say other seamen enjoy ieave and
certain other benefits during this un-
employment period.

Even the seamen selected by the
employment offices do not get any
benefit till they go on board the ship.
He has to go to the Employment
Board office for recruitment. If he
is recruited he is asked to sign the
contract. Sometimes he has to wait
for 5 days, 10 days or cver 15 days
after selection to go on board. Dur-
ing this period he gets nothing. His
wages do not start from the date on
which he signs the agreement but
only from the date on which he
boards the ship.

After he signs an agreement, the
Seaman loses most of his freedoms.
B_efore reaching any port he has to
live in the ship, on the high seas
without any other company; he has to
work during rough storms etc.
Sometimes he is made to work for 12
hours or even 14 hours. There is no
regulation regarding the hours of
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work and he gets a Sunday or a
Saturday off at the discretion of the
Master.

Seamen of other countries like
Britain, Australia, and New Zealand
have conventions and rules regarding
leave, hours of work, overtime allow-
ance etc.

I have heard that you are going to
visit Calcutta and Bombay ports.
When you visit these ports, I believe
you will see with your own eyes
their working conditions and how
they live, not only in hostels but also
in other places.

Chairman: Are there no regula-

tions?
Shri Raj Bahadur: They are all
governed by agreement.

Shri Dilip Roy: It all depends on
the discretion of the Master. There
is no agreement regarding hours of
work. They are made to work for 12
hours and 14 hours.

Another point is ibout the nature
of their duties. The duties ere not
fixed. Even a Sarang of a petty
officer is called upon by the Chief
Officer or Chief Enginesr to make tea
for him. Some Quartermasters even
ask them to polish the shoes of
officers. They are asked to work like
that because there is no convention
or rules regarding the nature of the
work for the different categories o
seamen.

I produce some papers which give
a comparative picture of the lives of
Indian and British seamen. 1 would
also refer you to an answer to a
question which the hon. Minister of
Health Shri Karmarkar gave in Lok
Sabha about the unbalanced nature
of the diet. There is very little of
protein and there is on!y starch.

Then there is the treatment on
board the ships. In most of the ships
which have no passengers or only 10
or 15 passengers there is no doctor



It is the Chief Officer who treats the
seamen; he has no %nowledge of
medicines or even physiology. Or
else, the Captain’s Mate gives the
medicine.

Shri Akbar Ali Khan: We can settle
those things only for our own
nationals in our ships. I quite accept
that there may be very many legiti-
mate greivances against the P. & O.
line or others. It is a very different
subject.

Chairman: This is practically a list
of grievances. It has a history of its
own. It is not possible for this com-
mittee to put down any provision in
the Bill to remove all these griev-
ances. If you want to make such a
statement you can put a statement
before the committee later on. For
the present you may just tell us how
you think the Bill should be amend-
ed here and there because of this or
that. This Bill cannot redress all
those grievances. We are ready to
hear all that. But we have not the
time.

Shri Saleque: We have made cer-
tain suggestions in our memorandum.
To justify them, we have to describe
the conditions of work of seamen to
some extent at least.

Chairman: You may state them
briefly.
Shri Raj Bahadur: It would be

better from the point of view of the
deliberations of the Committez if they
are to enlighten us by stating what
are the standards already Jaid down
in the merchant shipping laws, how
far those are incorporated here, how
far they are falling short of require-
ments on the basis of the experience
that they have got. This must be
related not to vague iarms but with
specific  provisions. Take, for
example, the question of fcod, the
quantity prescribed, that given etc.
We know that though it has been
prescribed, the standard is not some-
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thing which is satisfactory. To that
extent, the law has got to be amend-
ed. There are various factors ~-hich
govern agreements between seamen
and shipowners and those factors
should be stated. Of course, the
seamen are there for 24 hours, A
large number of the seamen spend
their time on board. They cannot be
anywhere else when on the high seas.
So all these factors may be stated in
specific terms.

Dr. Raghubir Sinh: It would also
be of help if we could know what are
the provisions in this respect in other
countries, how those arrangements
are made and how the relationship
between seamen and their employers
is governed in other countries?

Shri Abdur Ressak Khan: Let us
also know why so many desertions
take place among seamen.

Shri Radha Raman; That is be-
cause conditions there are very miser-
able.

Shri Dilip Roy: I only raised this
matter to impress upon you the neces-
sity for having legislation as regards
hours of work, overtime allowance,
nature of duty, unemployment benefit
and social security. That is why 1
wanted to describe the life of Indian
seamen. I will compare the conditions
of work of our seamen with seamen of
other countries—the British, Austra-
lian, U.S. and other seamen.

One hon. Member asked why there
were so many desertions. There is a
large number of desertions of Indian
seamen in UK. ports. At one time,
the Masters at Calcutta were very
much worried over this question, as
to why seamen trained by the Gov-
ernment of India in training ships
were deserting in UK. in large num-
bers. Many of them gave up this
job and tried to find other jobs in our
country. The seaman’s life is such
that any man who has some self-
respect and some consideration for his
own self cannot continue under the
present conditions of employment.



That is why desertions are so large.
That is why we request you to make
provision for hours of work, rature of
duty, overtime allowance and other
things in your Bill. You have given
Government the power to determine
the manning scale and also accommo-
dation required. But we know that
manning scale and accommodation are
intimately linked up with the nature
of duty, hours of work, wages etc.
Without fixing the nature of duty, we
cannot fix the manning scale.

Shri V. K. Dhage: What exactly is
the number of hours you would sug-
gest?

Shri Dilip Roy: 44 hours.

Shri V. K. Dhage: We do not know
about the conditions nf life in a ship.
Let us know in concrete terms how
work should be distributed in a ship
according to your understanding, so
that we may be able to appreciate
your point of view and also the
nature of the work. Let wug also
know how improvement could be
effected.

Shri H. N. Mukerjee: Is it your
experience that the hours of work for
seamen, generally speaking, are
arduous and that attempts at collec-
tive bargaining and in having a
reasonable definition of hours of
work have more or less failed so far
which is why you ask governmental
assistance by legislation?

Shri Saleque: Yes. In my state-
ment, I have made it clear that we
do not see any possibility of collec-
tive agreements being arrived at to
meet the urgent demands of the sea-
men. That is why we want certain
generally  accepted international
principles to be embodied in the Bill.

Shri Radha Raman; Witness has
stated that there had been tripartite
and bipartite conferences to settle
Some of the issues with regard to
Seamen’s demands. May I know if
these conferences have not been able
- to come to any agreed decisions? Or
is it that they have bscome obsolete?
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Shri Saleque: I have also mention=
ed that the agreemant framed in 1944
was absolutely unsatisfacfory. Re-
cently there has been some agree-
ment. But while seamen expected a
50 per cent. increase in the wages,
the increase given is only 10 per
cent. The reason is that the seamen’s
organisations are very weak.

Shri Dilip Roy: There is another
point I want to stress. During the
debate on this Bill the hon. Minister
said that if there was any discrimina-
tion between Indian and European
seamen on any question, Govermnment
would remove the cause of that discri-
mination. What we have been trying
to impress upon you is this, There is
clear discrimination regarding wages.
While an American seamen receives
a wage of more than Rs. 1000, an
able-bodied No. 1 seamen here re-
ceives Rs. 168 per month. The prin-
ciple of equal pay for equal work has
been enunciated by I.L.O. The hon.
Minister said that Government had
accepted that principle and was try-
ing to implement it. But we will
submit a statement to you later—I
have only one copy now—to show
how glaringly our seamen are being
discriminated as against Europearmr
seamen.

Shri Radha Raman: In their memo-
randum, they have stated that they
would be satisfleq if the conditions
of service embodied in the Seattle
Convention of 1946 are adopted in our
country. What are the principal pro-

visions of that Conveniion in this
regard?
Shri Dilip Roy: It is regarding

wages, hours of work etc.—Convention
No. 76. It lays down certain princi-
ples. Equal pay for equal work is
the fundamental principle. Our
able-bodied first grade seamen receive
only Rs. 168.

Shri Radha Raman: Just now the
hon. Minister statedq that about
60,000 seamen are working in foreign
ships. I would like to know whether,
after this Bill is passed, foreign ships



-will continue to recruit seamen in
India and what wil] be their position
.80 far as safety and security of service
is concerned under Bill.

Chairman: That can be discussed
later among ourselves. We are not
providing for any monthly salary for
seamen here.

Shri S. K. Patil:, 1f ] may make &

suggestion, the question may be
.divided into two parts. Conditions
of work, amenities, food etc. are

very important indeed, but they are
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