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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having
been authorised by the Committee to submit the Report on their
behalf present this 64th Report on Action Taken by Government on
the recommendations contained in the 43rd Report of the Com-
mittee on Public Undertakings (Seventh Lok Sabha) on Shipping

Cogporation of India.

2. The 43rd Report of the Committece on Public Undertakings
was presented to Lok Sabha on 27 April, 1982, Replies of the Gov-
emment to all the recommendations contained in the Report were.
received by 10th February 1983. The replies of Government were
considered by the Action Taken Sub Committce of the Committee
on Public Undertakings on 23rd March 1983. The Report was finally
adopted by the Committce on Public Undertakings on 31st March

1983.

3. An analysis of the Action Taken by Government on the re-
‘commendations contained in the 43rd Report (1981-82) of the Com-
mittee is given in Appendix.

MADHUSUDAN VAIRALE,
Chairman, Committee on Public Undertal.ings.

New DEeLmI;
April 5, 1983

Chaitra 15, 1905(S) -

)



CHAPTER 1
REPORT

This Report of the Committee deals with the Action Taken by
Government on the recommendatiohs contained in the Forty-third
Report (Seventh Lok Sabha) of the Committee on Public Under-
takings on Shipping Corporation-of India which was. presented to
Lok Subha on 27 April, 1982. ' .

2. Action Taken Notes have been received from the Govern-
ment in respect of all the 34 recommendations contained in the Re-
port. The recommendations have been categorised as follows :—-

(i) Recommendations observations that have been accepted
by Government;

Serial Nos. 1, 2, 3, 4—6, 7, 8-—10, 11, 14, 15, 16,
18—22; 24, 29, 30 and 34.

(ii) RecommendationsiObservations which the Committec do
not desire to purstie in view of Government’s replies ;
Serial Nos. 12 and 13.

e N . ! 4 . . .

(iii)) Recommendations Observations in respect of which re-

plies of Government have not been accepted by the
Committee :

Serial Nos. 23, 25—28. 31 and 32, °

(iv) Recommendatigns Observations in respect of which final
replies of Government are still awaited:
Serial Nos. 17 and 33.

.

3. The Committece will now deal with the action taken by. Gov-
ernmeni on somte of their recommendations.

Shipping arrangements for canalised exports
Reconunendation Sl. No. 3 (Paragraph I1. 7)

4. Observing that the entire oil cakes/were shipped by foréign
flag vessels though the exports were canalised through the STC the
Committee had {elt that the canalising agencies such as STC and
MMTC should have a say in the matter of transport. They had zc-
cordingly recommended that the matter should be cxamined and
such steps taken as would enable the country’s canalised exports to
move substantially in Indian bottoms.
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5. Government have in their reply clarified that only exports of
ground nut extracts were canalised and explained that so for as ex-
port of GNEs was concerned, STC had a very limited role to play
in the actual cxport|shipping. It has also been stated that the ques-
tion of cargo swpport to Indian bottoms was separately under exa-
mination of Government.

6. The Committee while suggesting that country’s canalised ex-,
ports should be moved substantially in Indian bottoms had in mind
all canalised exports through STC, MMTC etc. and not merely the
export of GNEs through STC. They hope, keeping in view Com-
mittee’s suggestion, efforts will be made to make substantial use of
Indian Bottoms for canalised private sector experts.

Alleged discrimination against SCJ in Indian ports

Recommendation SI. No. 7 (Paragraph 11.7)

7. The SCI had complained that it had been discriminated aga:
inst in the matter of allotment of berths und sheds for container
traffic in the ports of Bombay and Madras. Though the Transport
Secretary had argued before the Committec not unconvincingly that
there was no discrimination as such the Committee had felt that
there ought to be some preference shown to the national lines in
general and the nationalised lines in particular. The Committee had
accordingly recommended that the matter should be cxamined and
appropriate action taken.

8. The Government have taken their action note stated that no
discrimination is being shown to Shipping Corporation of India in the
matter of allotment of berths and sheds for the (.omdmcr tratfic at
the ports of Bombay and Madras.

9. The Committee wish to clarify that after hearing the Trans-
port Secretary they did not nphold the complaint of the SCI that it
had been discriminated against. However, what they desired was
a posmve preference in favour of national lines and nationalised
lines in the matter of allotment of berth; und sheds. They therefore
suggest that appropriate policy directions may be given by the Min-
istry to the major port trusts in this behalf.

Running of unremunerative non-commercicl services
Recommendations Sl. Nos. 15 and 16 (Paragraphs 1115 and 16)

10. While disagreeing with the thinking of the Shipping Corpora-
tion that they were obliged to run unremunerative non-commercial
services, the Committee had observed that any promotional service
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could be taken up only on commercial considerations. The Com-
mittee had also recommended that if any service which couvld not be
Justified on commercial considerations had to run it should bc taken
up only on specific directive from Government.

11. In their reply, Government have stated that the guidelines "
spelt out by the Commitee will be kept in view for future operations.

12. The Committee note that their recommendation that the SCI
on its own should mpt take up a service that cannot be justified on com-
mercial considerations unless the Ministry otherwise directs specifically,
has been accepted in relation to future operations of the SCL. The Com-
mittee trust that written instructions in this regard have been given by
the Ministry to the SCL They suggest that the services which are net
covered by the criteria spelt by the Committee should be either stop-
ped or covered by specific. directives by the Ministry in case it is neces-
sary to continue these,

Acquiisition of two very large crude carriers (VICCs) for ore trade

Recommendation Sl. No. 20 (Raragraph I1. 20)

13. The Committee had been informed that a claim {or Rs. 61 cro-
res, for lcsses suficred by SCI in the operation of the 2 VICCs taking
into account also the ~cturn on investment, had been made against the
Ministry of Petroleum_ at whose instance these vessels had becn ac-

guired.

14. The Committee have not been apprised of the outcome of the
claims filed by the SCI against the Ministry of Petroleum. They would
await the settlement reoched in this behalf.

Agency arrangements in Indian ports
Rcecommendation Sl. No. 23 (Paragraph 11.23)

15. On the question of engaging agents by the SCI for handiing
work on their behalf in all ports (about 350) except in ports of Bombey,
Calcutta, Port Blair and Mombasa, the Committee had observed that
there was need for senious rethinking on the problem as there was no
strong justification for continuing the agency arrangements in Indian
ports. The Cominittee had cccordingly suggested that a beginning
could perhaps be made in extending the departmental hancdhag of ship-
ping operations in all Indian ports, which werc presently confined to
only the potts of Bombay, Calcutta and Port Blair.

16. Government have, in their reply, stated that it was an inter-
national practice for shipowners to entrust agency functions at tne
ports of call of their vessels to agency firms who are specialised in this
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field. It has also been stated that generally it was not economical for
a shlppmg company to maintain its own oflice establishments at all
ports of call.

17. The gencral international practlce notwithstanding, the L P
mlttcc had called for s serious rethinking in regard to making a begm-
ning fowards cxicnding the departmental Landling oi TU1's opemuons
in Iudian ports. Tie Committee have also pointed oui thougi the cost
of establishing an oftice may be more than the agency commission paid,
the possibitity of the SCI's own office augwenting revenue more than
ofiscitig the increase in cost could no be ruled out. The Committee
are not satisfied with the reply of the Ministry. They would expect an
carnest attempt in this regard.

Setting up of a full-fledged office of SCI in Madras
Recommendations SL Nos. 25-28 (Paragraphs IL 25-28)

18. The Comm:ttee went into the agency and the contract arrange-
ments of SCI at Madras and found that one concern nimely Mis,
K. P. V. Sheikh Mohummed Rowthar and Co. (Pvt.) Ltd. was the agent
of SCI since inception (1961). The sume agent was also acting as
contractor for stevedoring since inception (1961) and for victus flmg
since 1973. Whercas there was no tender for settling the agency
arrangement at any time, the contracts for stevedoring and victualling
were not renewed by inviting tenders regularly but were continued by
negotiations.  This concern has also been awarded contracts for var-
ious other items. TFurther substantial payments have been made by
the SCI for ship upalr work awarded to its sister concern, The Com-
‘mittce bad found that in no other port only one party had been engaged
for a combination of functions like this. In this context the Committee
had cxpressed the view that it was not a healthy practice to combine
the agency function with any other function relating to shipping as no
independent check on behalf of the SCI would be possible.

19. In their reply Government have stated that in so far as the
-competitiveness of the rates quoted by the agent was concerned ex-
perience in finalising such contracts in Madras had shown that cither
no pexties other than Mis. K. P. V. S. quoted rates or rat% quoted by
Mls. K. P. V. S. were found to be competitive.

20. While disapproving the present arrangement in Madras based
on the centralisation of various functions connected with shipping ope-
rations in one concern. the Committee had expressed the view that the
commercial interests of the Shipping Corporation demanded a full-fled-
ged office in Madras. The Committee had also desired that if for any
reason there was delay in opening such an office, the least that should
be done in the meantime was to see that the agency function was al-
lotted to a perty not concerned with any other functions relating to
shipping.
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21. Government have in their reply stated that the question of-
opening branch oflices at Indian ports where SCI operates through
agents was under coustant review on the basis of the volume of work
as also economicaljcommercial conslderatlon

\

22, The question raised by the Committee related to a matter of
principlc namely whether it was desirable to combine the agency fuac-
tion with other functions as contractors for stevedoring and victoal-
ling and other opcrations connected with shipping for entrusting to a
single party. Although the Commitiee had clearly expressed themsel-
vies against it and given cogent reasons this aspect of the matter
does not appear to have been examined at all. The Committee are
thercfore constrained to reiterate their carlier recommendation that the
agency function should be allottcd to a party unconnccted with other

pames.

23. As regards opening of a full-fledged office of the SCI in Mad-
ras, the Committee desire to refer to their observation that though the
cost of establishing the office may appear to be more than the agency
commission paid, the posslbllny of the SCl‘s own office augmenting re-
venue more than offsetting the increase in cost could not be ruled out.
The Committee would accordingly like to emphasise that rclative ece-
nomics should be viewed in this light and an carly decision taken.

Cost study of the operations of SCI

Recominendation SI. Mo, 21 (Paragraph IL 31)

24. The Committee hid observed that there was a case for de-
tailed cost study of the operations /of the Shipping Corporation and
had récommended that the study should be entrusted to an independent
agency like BICP in consultation with the BPE. They had alsn desired
that the cost study should include a review of the staffing pattern \mh
a view to evolvieg suitable norms.

25. The Ministry have in their reply merely stated that w1l opera-
tions which the Shipping Corporation undertakes arc thoroughly cva-
luated beforz they are undertaken.

26. The Committee reiterate that a cost study of the operations of
the Shipping Corpnration as also a review of the staffing pattera is
called for. As already recommendcd this should be cntrusted to an

independent agency.
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Handling charges at major ports

Recommendation Sl. No. 32 (Paragraph 1). 32)

27. The Committee had observed that unless the cargo handling
cost, which constituted the largest single component of the opgrating
expenses, in all the ports was put on a fairly uniform basis therc could
be no possibility of diversifying the shipping with a view to ease the
congestion in Bombay Port.

28. The Government have, in their reply, stated that cargo hand-
ling rates at the major ports formed a small portion of total cargo trans-
portation costs incurred by the shippers and therefcre congestion in
Bombay Port cannot be eased merely by bringing uniformity in cargo
handling costs in all the ports. It has been further stated that the
rates and charges at eagh port depend upon various factors such as
local conditions and nature of operations, traffic pattern at that port,
cost of the service and capacity of the trade to bezr. Since these factors
differ from port to port, there was na umformlty in the rates and
charges of different ports.

29. The Committee desire that even if no uniformity is possible,
the port tariffs and cargo handling rates at varions ports should be
such as would provide an incentive to diversify the traffic away from
congested ports. In this connection they would recall the recommen-
dation of the Estimates Committee contained in Para 11.92 of their
32nd Report (7th Lok Sabha).



CHAPTER 11

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation Serial No. 1 (Part II Para 1)

The Shipping Corporation of India Ltd. was incorporated in Octo-
ber 1961. The Committee’s examination has revealed thit lpdian
Shipping in general and thc Shipping Corporation in particular have
suffcred for want of enough cargo support. Shipping has a vast po- .
tential for foreign exchange sqvings and earnings for the country. The
Committee regret that the share of the Indian shipping in the coun-
try’s overscas imports and exports trade has steadily deteriorated from
41.1 per cent in 1976-77 to 28 per cent in 1980-81. Lately whatever
increase was there in overseas trade, foreign shipping lines appeared
to have got the benefit of it. The Committee werc surprised to learn
from the Transport Secretary that he had not done much of a study
of this phenomenon of the benefit of increase in India’s foreign trade
accruing to foreign lines. The Committee have however been assured
that the deteriorating trend has been reversed in 1981-82. Neverthe-
less the Committee have found that there has been serious failure to
take timely regulatory and promotional measures tb arrest the deterio-
rating trend and ensure the country’s legitimate share. The respon-
sibility for the failure rests with the Ministry of Shipping & Transport.

4 .

Reply of the Government
India’s overseas trade falls broadly into two categories :—

(1) Government owned|coatrolled cargo, and
(2) Cargo moved by private parties.

As regards (1) all Government Departments, State Governments,
Public Sector .Undertakings, whether wholly owned or controlled by
Government of India or State Governments are required to make shipp-
ing arrangements through this Ministry. It is the general policy of
the Government to buy on FOB and sell on C&F basis to the maxi-
mum extent possible in order to retain control over shipment and en-
able utilisation of Indian vessels. The quantity of Government cwn-

7
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edjcontroll.d cargoes handled by this Ministry against FOB imports
and C&F exports during the last three years was as under :—
’ ) (Quantity in Lakh tomws)>

Year Indian foreign Total Share ~ of

R vessels - vesyels . lndian
vessels
1979-80 51.55 94.03 145.58 35.419
1980-81 . 53.83 78.77 .|32.Q0 40.609,
1981-82 . 87.02 88.11 175.13 49.69%

It will be seen from the above that there has been progressive in-
crease in the share so far as cargoes covered under category (1) are
concerned. Further the position regarding utilisation of lndian sHips
is also peviadically reviewed by a Standing Committee consisting of
Chief Controller of Chartering, representatives of user departments of
the Government, Public Sector Undertakings and Indian National
Shipowners’  Association. - '

As regards cargoes covered under category {2) of para 1 above,
at present there is no regulation to reserve carfo for national bottoms,
The UNCTAD Code of Conduct for Liner Conferences (1974) which
India has ratilied, permits reservation of cargo to the extent of 40.
per cent to the national bottoms.  An Inter-Ministerigl Working Group
is considering a dralt bill for implementing the provisions of .the
UNCTAD Code so that at least 40 per cent of even the private cargo
is secured ior the national bottoms. Certain other proposals for giv-
ing incentives to induce the private shippers to use national bottoms
are also under consideration. The Indian Shipping Lines have also
been urged to improve the quality of their service so that more cargo
could move on national bottoms.

[F. No. SWIMFO-12'82-MF]

Recommendation Serial No. 2 (Part I1, Paragraph 2)

One of the major items wherc the share of the Indian shipping has
been poor is dry bulk cargo. Although a third of Indian trade is of
iron ore, the share of Indian shipping is still just 25 per cent. The
insistence of the Japanese buyers of iron to transport it in their own
bottoms is stated to be the reason for this. The Committec have been
informed that at the time of negotiations with the Japanese the MMTC
was not in a bargaining position and with the inclusion of the Shipp-
ing Corporation in the negotiations the position has been improving.
The Committec desire that efforts should be made to improve the '
Indian share to 50 per cent progressively. In future, it should be
ensured at the time of negotiation of trade agreements that at least
50 per cent of the cargo is agreed to be moved by Indian bottoms.
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Reply of the Government

The share for Indian ships in the carriage of Biladilla lron Ore and
basic grade jron-ore during 1980-81 and 1981-82 had been approxi-
mately 28.5 per cent, though the sale of iron-ore to Japan is always
on ‘frce on board’ (FOB) basis. A delegation led by Chairman,
MMTC, which also include a representative of the SCI, had visited
Japan between 24-5-82 and 4-6-82 to discuss with the Japanese Steel
Mills about export of iron-ore, freight rates for transportation  of
Biladilla Iron-Ore and basic grade iron-ore as also to press for increas-
ed sharc of carriage of cargo for Indian ships during 1982-83.

In view of the strong resistence from the Japanese buyers and the
depressed iron ore market the delegation could not secure a  higher
percentage for Indian bottoms. Howcver it had been assured of the
same percentage of share of cargo for Indian vessels as was achieved
in 1981-82 for carriage of Iron-Ore during 1982-83. The delegation
also secured 17 per cent increase in FOB price of Iron-Ore. Keeping
in view the depressed freight market condition. the recession in shipp-
ing industry as well as in the Steel: Mills throughout the world the
above results could be considered as acceptable. The Ministry  of
Shipping and Transport are” however making every effort and pressing
the Japanese side at every meeting to cairy 5Q per cent of ore in Indian

bottoms. .
[F. No. SWMFO-15|82-MF]

Recommendation Serial No. 3 (Part II, Paragraph 3)

The entife oil cake trade is stated to be in the private hands even
though the fexport is canalised thgpugh thec STC. According to the
Shipping Cprporation, the entire export of oil cakes were on f.0.b.
basis and were shipped by foreign flag vessels. The Committee feel
that the canalising agencies, sugi’ as STC and MMTC, should have
a sav in transport. A represenWe of Ministry of Commerce told
the Committec that his Ministry had not given thought to this but
agreed that this was an area which the Ministry could examine. The
Committec would urge that the mattér should be examined early and
such steps taken as would enable the country's canalised exports to
move substantially in Indian bottoms.

" Reply of the Government
" The following major varicties of de-oiled cakes are exported :—

(i) Groundnut Extractions.
(1i) Cotton Seed Extractions.
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(iii) Rice Bran Extractions.

(iv) Soyabean Extractions.

2. However, out of these only the export of Groundnut Extractions
is canalised through the STC. The nature of the canalisation never-
theless is of a purely regulatory nature in which exports are actually
undertaken by private trade. The policy guidelines merely require
the exporters to register their contracts with the STC and, after pay-
ment of a nominal sum of Rs. 2 per tonne, undertaken the exports by
themselves. As such the STC only monitors the exports, and from
time to time helps in disseminzting the Government polices. The
exports of all other extractions are open to private trade under a limit-
ed ceiling as notified by Government.

* 3. Thus, the STC has a very limited role to play in the actual ex-
portjshipping of the GNES. The Exports of GNES are now facing
rough weather due to the presence of aflatox i and hence to insist on
the export being made on a C&F basis through Indian vessels would
be rather difficult at present. Buyers are making arrangements and
insisting on exports on f.o.b. basis and hence it would not be possible
for us to insist on our carrier vessels. Furthermore, in view of the

oblems involved regarding possible increase in aflatox in content dur-
ing passage, exporters find it easier, if at all, to sell it on f.o.b. basis.
They can as such ensure the aflatoxin content at the port of loading
and do not have to bear the responsibility of any aflatoxin content
during the passage. However, the question of cargo support to Indian
bottoms is separately under examination of the Government.

£
[Ministry of Shipping & Transport O.M. No. SWISYO(I1)-71!82!
P Dated 14-1-1983].

Comments of th%ommittee
Please see Paragraph 6 of Chapter I of the Report

Recommendation Serial No. 4 (Part II, Paragraph 4)

The extremely competitive market and non-Conference line opera-
tions have combined to keep down Indian’s share in linear cargo. In
container cargo, which accounts for a substantial portion of the
trade, our share is just about 25 per cent. The position needs to be
remedied by providing adequate facilities for operation of container
vessels and eliminating unhealthy competition from non-Conference
Lines and foreign ship operators through regulatory means.
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Reply of the Government

In order to cope with the increasing container traffic, the 4 major
ports, namely, Bombay and Cochin on the Western Coast and Cal-
cutta and Madras on the Eastern Coast are being developed for handl-
ing containers -in an adequate manner. Ship-to-shore gantry container
cranes are idso being installed at Bombay and Madras ports. Facilities
already exist at Haldia for handling non-geared container vessels.

. i

2. The Sixth Five Year Plan contains provisions for procurement

of container handling equipment at the ports of Bombay, Cochin and
Madras and also for setting up of a full-fledged container terminal at
Madras port. The following Schemes included in the Sixth Plan in
respect of Bombay and Madras ports have already been sanctioned : —

Estimated cHst

Name of the port
per Equipment (Rs. in lakhs)
Bombay (i) Forklift trucks 250
(ii) Container handling equipment 760
Madras (i) Container handling equipment (Stage-1) 497
2260

(ii) Container Terminal (Stage-II)

3. In pursuance of the above sanction, Bombay port has alrcady
procured 3 Transtainer Cranes, (Yard:Cranes) through import and is
installing them for handling containers. Madras port has also pro-
cured 2 similar cranes and is elready operating them.

4. Orders have already been placed by the Madras port for pro-
curing 2 gantry crane (Quay-side cranes) ong through import and
one from indigenous sources. Bombay port has also placed orders
for procuring onc quayside gantry crane through import. A proposal
for acquisition of an’ additional gantry crane by the Bombay port has
also been approved by the Government.

5. Work is also progressing at the container terminal sanctioned
for thc Madras port. The work was commenced on 1-10-1981. The
berth is expected to be completed by April 1983, whilec by October
1984 all werks on the container terminal are expected to be completed.

6. Apurt from the above facilities being put up at ports for handling
containers, the new project of Nhava Sheva envisages setting up, of 4
exclusive container berths to be located in deep waters. These faci-
lities are expected to be operational towards the close of 1986,

7. INLAND CONTAINER DEPOTS :

The ultimate concept in containerisation is the door to door move-
ment of exportjimport cargo in containers. With this cnd in  view,
32 LaS/82—2 '
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interim Inland Container Depots (ICDs) have been established by the
Ministry of Railways at Bangalore and New Delhi (Pragati Maidan).
It is also proposed to have an ICD at Ahmedabad. Every effort is
being made to make these ICDs operational as soon as possible. Once
they became operational it will enable ceitain contamers to be stuffed|
de-stuffed ‘at these depots.

8. In prder that the operations connected with the handling of con-
tainers within the docks area do not lead to confusion|congestion. Con-
tainer Freight Stations are being developed outside the dock area at
2 places in Bombay port. -These are expected to become operational
by the end of 198%. Similar container freight station is also being
planned for the Madras Port.

9. The above measures are expected to improve in handling of
containers at the ports.

10. In order to climinate unhealthy competition from foreign tramp .
vessels, a Working Commuittee was set up with Shri A. Padmanaban,
former Joint Secretary (Shipping) as Chairman, and consisting of
representatives of Ministry of Commerce, Department of Economic
Affairs, Department of Revenue, General Insurance Corporation,
CBDT, Chief Controller of Chartering and Deputy Director General
-of Shipping. This Committee had inter alia recommended for regu-
lating the activities of the intermediately shipping agents by licensing
them, in order to eliminate unhealthy competition from non-Confe-
rence Lines. This recommendation has been accepted in principle
by Government and a draft bill in this regard is being prepared.

[F. No. SW|MFO-12|82-MF]
Recommendation Serial No. S(Part I, Paragraph 5)

‘The Shipping Corporation has at present 31 vessels carrying 10473
containers and operates container services on 6 liner routes. The
.Corporation has not so far acquired any cellular container ships. On
the only fully containerised service operated by it on India-U.K. Con-
tinent route the Corporation is expected to at best break-even in the
next 2-3 years. According to the Shipping Corporation the container
operation could bc made profitable by industing large sized cellular
container ships which would make for economy of scale. The Com-
mittee desire that economics of this proposal should be worked ouy
an on the basis of the operational results of the fully containerised
service acquisition of large sized cellular ships should be decided early,
-as the world over there has been a shift to container service.

Reply of the Government e

SCI has expressed the view thdt cellular vessels of about 800 TEUs
.capacity will provide the answer to the diminishing freight yield. SCI



13

is also considering to reorganise the deployment of such large sized
vessels and studies are being made to ¢ out the best routing pattern
for the operations of such containerised vessels. It has been proposed
to acquire suitable cellular vessels on the basis of the above study.

Three cellular vessels (two of 800 TEUs and 1 of 300 TEUs) have
already been included in the phase I (1981—83)-Acquisition Pro-
gramme of SCI. SCI is presently exploring the market to locate the
suitable vessels for acquisition.

[Ministry of Shipping & Transport O.M. No. SW|SYO-I1I-71/82
" F B Dated 14-1-1983],

Recommendation No. 6

The Port facilities for handling container traffic are obviously in-
adequate. These should be augmented soon on a planned bass, tak-
ing note of the suggestions given by the Shipping Corporation.

Reply of the Government

In Order to cope with the increasing container traffic the 4 major
ports, namely, Bombay and Cochin on the Western Coast and Madras
and Haldia on the Eastern Coast are being developed into container
terminals for handling container vessels. Container handling facili-
ties already exist at Haldla.

2. The Sixth Five Year Plan contains provisions for procurement
of container handling equipment at the Ports of Bombay, Cochin- and
Madras and also for setting up of a full fledged container terminal at
Madras Port. The following Schemes included in thé Sixth Plan in
respect of Bombay and Madras Ports have already been sanctioned :—

—

Name of Port Equipment Estimated Cost

) (Rs. in lakhs)

Bombay (i) Forklift trucks 250
(ii) Container handling equipment 760

Madras ) (i) Container handling equipment (Stage-I) 497
(ii) Container Terminal (Stage-1I) 2260

3. In pursuance of the above sanction, Bombay Port has already
frocured 3 transtainer Cranes (yard cranes) through import and has
nstalled them for handling containers. Madras Port has also pro-
cured 2 similar cranes and has installed them already.

4, Orders. have already been placed by the Madras Port for pro-
curing 2 gantry cranes (Quay-side cranes) one through import and
one through indigenous sources, Bombay Port has also placed orders
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for procuring one quayside gantry crane through import. A proposal
“for acquisition of an additional gantry crane by the Bombay Port has
also since -been approved by the Government.

5. Work is also progressing at the container terminal sanctioned
for the Madras Port. - The work was commenced on 1-10-1981. The
berth is expected to be completed by April, 1983 and by October
1984 all works on the container terminal are expected to be completed.

6. Apart from the above, facilities being put up at the ports for
handling containers, the new project of Nhava Sheva Port envjsaging,
inter alia setting up of 4 exclusive containzr berths to be located in
deep waters has also since been sanctioned at an estimated cost of
Rs. 592 crores. These facilities are ‘expected to be completed by
May, 1986.

7. INLAND CONTAINER DEPOTS :

The ultimate concept in containerisation 1s the door to door move-
ment of exportlimport cargo in containers. With this end in view,
interim Internal Container Depots (ICDs) have been established by
‘the Ministry of Railways at Bangalore and at New Delhi (Pragati
Maidan). It is also proposed to have an ICD at Ahmedabad. Every
effort is being made to make these ICDs operational as soon as possi-
ble. Once they become operational, it will enable containers to be
stuffed'de-stuffed at these depots and the ports will be required to only
load them for shipment and unload them for despatch to the 1CDs.

8. In order that the operations connected with the handling of
containers within the docks area do not lead to confusion'congest'on,
Container Treight Stations are being developed outside the dock area
at 2 places in Bombay Port. These are expected to become opera-
tiomal by the end of 1982. Similar container freight station is also
being planned for the Madras Port at a distance of about 30 miles
from Madras City, Calcutta, Haldia and Cochin will also have smalil
container freight stations, situated close to the dock area.

9 The above measures are expected to result in expeditious handl-
ing of containers at-the ports.

[F. No. PDO|36/82-US.I]

Recommendation Serial No. 7 (Part I, Paragraph-7)

The Shipping Corporat'on has complained that it has been dis-
criminated against in the matter of allotment of berths and sheds for
container traffic in the Port of Bombay and Madras. It has been
,stated that in Bombay certain foreign lines have been given sheds close
‘to the berths and that in Madras special shed and stacking place has



15

been provided for a French line while such facilities have not been
made available to the Shipping Corporation. According to the Cor-
poration, it would be benefited to the extent of Rs. 542 lakhs per
annum if 3 berths out of 51 at Bombay, 3 out of 29 at Calcutta and
one out of 19 at Madras are provided to the Corporation. Though
the Transport Secrctary argued not unconvincingly that there was no
discrimination as such, the Committee feel that there ought to be some
preference shown to the national lines in general and the nationalised
lines in particular. In this connection, the Committee understand
that in a number of foreign countries their national lines arc given
the best berths with shed facilities for handling their vessels. The
Committee recommend that the matter should be examined and appro-

priate action taken.
‘ Reply of the Government
‘No discrimination is being shown to Shipping Corporation of India
in the matter of allotment of berths and sheds for the container traffic
at the ports of Bombay and Madras. The specific position at Cal-
cutta, Madras and Bombay Ports is given below :—

CALCUTTA : Shipping Corporation of India have all along been
given special treatment in allotment of berths and sheds for their con-
tainer truffic. SCI wanted one preferential berth and 3 K.P.D. was
given to them. When berth No. 3 K.P.D. was burnt out in December
1981, they have been allotted No. 11 K.P.D. As the Regional Direc-
tor of SCI at Calcutta is a Trustee on the Calcutta Port Trust Board,
any problems faced by SCI were brought to the notice of the Board
immediately and sortgd out on a special footing as far as possible.

MADRAS : An area of 2500 Sq. Metres of open space and 1170
Sq. Meties of shed accommodation adjacent to the open arca have
been allotted exclusively for SCI for container operations, including
stuffing and destuffing. In the matter of allotment of berth for con-
tainer ships, one berth is earmarked on priority, on “first come first
served basis” and no -distinction is made between SCI and  other
vessels. As regards allotment of one berth exclusively for ships of
SCI, it is stated that the vessels of SCI calling at Madras Port are of
varying length, draft etc. and suitable different berths will have to be
found for them.. Also when more number of SCI vessels arrive, as
is the case on most occasions, the exclusive allotment of one berth
will be disadvantageous, as latter vessels mav have to take turn follow-
ing the earlier vessels at berth. whereas in the existing “first come first
served basis” of allotment of berth such vessels could be berthed at
every other available berth reducing/ delays.

BOMBAY : The total number of berths in Bombav docks is 52.
Out of these. 28 are.in Indira.Dock and 24 in P&V Docks. The
berths in P&V Docks are unsuitable for modern vessels, leaving 28
berths in Indira Dock for allotment to large size vesscls. Even all
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the berths in LD. are not identical and allotment of individual berth
to a vessel in its turn has to be done hzving regard to the peculiar
characteristic of a berth and the requirement of an individual vessel
according to its nature of cargo operations. Another characteristic is
the lengthjbeam restriction applicable to ‘the individual berths de-
pending upon whether the berths|is are situated in the eastern arm
or the western area of I.D. The crux of the matter is thet even Indira
Dock, built 70 years ago, has become obsolete and modern vessels.
of big size cannot simply be regulated at all the berths. Such regu-
lation requires more than two adjacent berths being allotted to acco-
mmodate a vessel. Besides the physical limitations, berthing, of
vessels has to be done in accordance with the Trustees, policy regard-
ing reservation of berths for various types of cargoes. The cumulative
result of all these factors is that 4 berth reserved for a particular shipp-
ing line may not simply be suitable to accommodate the size of the
vessel, or the type and volume of cargo carried forward by the vessel,
If the deepest and the biggest berth is reserved for a particular line
s0 as to accommodate all types of vessels, the general interest of shipp-
ing will be affectd when a large size deep drafted vessel has to wait
for a berth while a small vessel occupies the reserved berth. The pro-
position to reserve a certain number of berths to SCI or any other
. line, based upon its share of cargoes to the total share of cargoes to
the total share of cargo at Bombay, is not practicable. The present
policy of allotment of suitable berth to the vessels in turn enjoins upon
the Trustees abandon duty to make suitable berth available to each
type of vessel. If a vessel arriving under SCI carries substantial quan-
tum of general cargo a multi-storeyed shed is made available by shift-
ing process. If, on the other hand, a vessel carrying substantial open
storage cargo arrives at the Port, a suitable open berth is made avail-
able to it in its turn, Bulk of the container vessels operated by SCI
arc a mixed breed carrying general cargo and containers. Reserva-
tion of the container berth to the SCI container vessels will not be
in the interest of SCI because it will involve trucking down of general
cargoes to a shed located away from the container berh. In fact in
evolving the present policy the Port has taken into due consideration
the interest of the SCI as the national line.

As regards the allotment of sheds to SCI for container traffic ope-
rations it may be mentioned that the container operations commenced
at this port in 1973 and the American President Line, admittedly a
foreign line, was a pioneer in the field. Since SCT did not operate
container service, the ficiliates were not given to them at this time.
In fact the port has been always rdadv to help the national line as much
as nossible within-the resources & the Port Trust. The following
facilities have been provided :—

(i) Berth No. 13 B.ID. the biggest shed in Indira Dock ad-
measuring 100,000 sq. ft. was allotted exclusively for the

\
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SCI vessels by removing out of the dock two foreign lines
from this shed to the Cotton Depot shed. The entire
container operation system has since been revamped and
fundamental charges have been made in the allotment of
container facilities. In the new concept, it is intended

’ to centralize all import LCI container activity within the
Docks and shift all export activity outside the docks.
Under the new dispensation SCI will get place to unstuff
their LCLs within the dock itself with the result that there
will be sustantial savings in transportation cost of LCL
containers. All FCL containers belonging to all  the
Lines are being moved to Mangenese Ore Depot and
Timber Pond and the SCI will be placed in an identical
position vis-a-vis other lines.

(ii) On the export side a common user concept is being intro-
duced and the system of allotment of sheds on a perma-
nent basis to individual Lines is being replaced. Export
sheds 072 being provided basically at Frerc Basin and
Wadi “>under Complex which is located just outside the
Princs’s Dock and the Cotton Depot Complex which is
located 8 kms. away from the main dock system. Export
facilities have been provided to SCI at the Frare Basin
Complex i.e. within the Dock itself and other lines are
being moved to Cotton Depot Complex. Thus SCI is
being given preferential treatment as compared to o.hcr
lines. Having provided more than the normal facilities
within the limited resources available at the Port and also
due to the fact that SCI's representative is on the Board
of Trustees and have a continuous dialogue at the highest
level, there is no basis for any complaint about discrimi-
nation against SCIL

[Ministry of Shipping & Transport O.M. No. SWISYO 11-71|82]
Dated 14-1-83.

Comments of the Committee
Please see Paragraph 9 of Chapter I of the Report

Recommendation Serial No. 8, (Part II, Paragraph 8)

The world liner services are becoming containerised fast. Tt is,
therefore, necessary to develop in the country as integrated rail, road
and sea container service as has been done in other countries tike
Japan, Korea, US and continental countries. Though there are cer- -
tain difficulties in developing this, these are largely administrative
problems as pointed out by a representative of the Ministry of Com-
merce. The Committee hope that the problems, will be sorted out
and integrated container service introduced as early as possible.
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Reply of the Government

_The Ministry of Commerce which is the model Ministry for deve-
loping multi-model transport system in the country has reported as

upder :—

“Container traific.in country’s ocean borne trade is increasing very
fest.  Container traffic calls for provision of requisite infrastructural
facilities designed to promote multimodel transport. Consequently,
development of any container project scheme necessitates coordination
amongst various modes of transport loading to development of an in-
tegrated system of rail, road and sea movement of containers, The
Ministry of Commerce has been entrusted with the task of under-
tuking coordination work for processing and setting up various con-
tainerisation project schemes. In this process. the Ministry of Com-
merce coordinate with the Ministry of Shipping and Transport, Ministry
of Railways, Chairman of various major por trusts and Indian znd for-
eign shipping lines. With a view to develop movement of 'container
tratfic from inland points, initially it has been decided to put up two’
Pilot Projects one «t Pragati Maidan in New Delhi and the other at
Bangalore and all requisite infrastructural facilities in the form of cus-
tom examination, documentation, warehousing and rail transportation
arrangements have since been finalised. In addition, « negotiable com-
bined Transport Document has also been evolved with the approval of
Reserve Bank of India and the Indian Shipping lines have decided to
adapt the format of this approved Combined Transport Document. The
Indizn Shipping Lines are fully geared to book container axport traffic
for movement by rail from these two Pilot Projects. The Ministry of
Railways have also finalised all the arrangement for managing these
two pilot projects. The Shipping Corporation of India have initiated
action to arrange to-book export traffic from Bangzlore ICD against
_negotiable combined Transport Document. Bangalore ICD has for
all practical- purposes, been installed. As regards Delhi ICD Pilot
Project, it will be commissioned immediately after clearance from the
Bombay Port Trust and the Ministry of Shipping and Transport.

2. The proposal for setting up Inland container Depot at Guntur
for promotion of Tobacco export traffic by rail is now in the final stage
of completion and it is expected that this Project will also be commis-
sioned very soon. As a long term measure, the Ministry of Railways
have already identified various additional centres for sctting up the
future ICDs. In addition, the Ministry of Railways have also initiat;g

necessary action for setting up main projects in a bigger scale throu

acquisition of requisite land both at Tughlakabad (New Delhi) and
Whitefield (Bangalore). India is also going to ratify the UN Code on
Multimodel Transport of goods for which an Inter Ministerial Com-

mittee has been set up.”
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3. The Ministry of Shipping and Transport is in agreement with the
above views of the Ministry of Commerce.

Ministry of Shipping and Transport O. M. No. SW|SYO(II)-71|82,
dated 7-2-1985.

Recommendation Serial No. 9 (Part II, Paragraph 9)

The Shipping Corporation is stated to face stiff and unhealthy com-
tition from non-Conference Line and foreign ship operators indulg-
ing in unethical practices, such as issue of pre-dated bills of lading,
aunder-cutting of freight pzaying higher brokerage and additional com-
mission to the clearing and forwarding agents and giving monetary assis-
tance for handling ot cargo within port premises. Several suggestions
have been given by the SCI to overcome the unhealthy competition.
Although the problems and the suggestions to solve them are reported.
to have been made since 1976, the Committee regret that no tangible
action hzs been taken as yet. The Committee recommend that effective
steps should be taken 1n this regard without further loss of time

Reply of the Govemment

As mentioned in our reply to Part II Para 4 of the COPU'’s report,
in order to remove the unhealthy practices such as issuing pre-dated
bills of lading, under cutting of freight, etc. the Working (!i)roup on
Tramp Operators had recommended regulation of the activities of the
intermediary shipping agents by licensing them. The suggestions of the
SCI which had been made in z different context at different forum such
s during an Inter-Ministreial Meeting or during a meeting of SCOPE-
SHIPPING, ctc. also 1elate to regulation of the activities of the shipping
agents, who are now proposed to be licensed .as already mentioned. It
may however be mentioned that no proposal to this effect was received
by the Ministry directly from SCI in 1976, as stated by the SCI. (F. No.

SW[MFO-12(82-MPF).

Recommendation No. 10

The unhealthy practice of issuing bills of lading before actually
loading the cargo appears to be facilitated by the Customs Houses prac-
tice of issuing ‘General Registration-I forms on examination of the
cargo tendered to customs. On the strength of these forins wnd the
pre-dated bills of lading, document could be negotiated with the banks
by exporters. The Committee desire that even if it is not feasible to
issue the General Registration-I forms after ensuring loading of cargo,
steps should be taken to ensure that the bills of lading are not issued

before loading.
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Reply of the Government

The above recommendation was exemined in consultation with the
‘Ministry of Finance (Department of Revenue) and the Director Geperal
of Shipping, Bombay. As suggested by the Committee, the Department
of Revenue was requested that duplicate copy of GR I Form to the
exporters should be issued only after the export cargo has been loaded
on board the vessels. The Department of Revenue was also requested
to issue instructions under which G. R. I Forms were to be presented
elong with mates receipts.

2. After examining the matter, the Department of Revenue have
concluded that the 1elease of duplicate copy of the G. R. I Form to an
exporter before loading of cargo has no relationship with issuance of
Bill of Lading. That Department has also expressed its inability to with-
hold duplicate copy .of G. R. I Form till lozding of export cargo on
board the vessel.

3. In order to stop exporters from negotiating Bills of Lading issued
through a fraud, Ministry of Finance have been requested to consider
advising the Reserve Bank of India to issue necessary instructions to all
banks to the effect that encashment of letters of credit in respect of
export should be permitted only if Bills of Lading are accompanied by
metes receipts.

[Ministry of Shipping and Transport, O.M. No. SW-SYO(II)-71{82
(Part). Dated 7th February, 1983].

Recommendation Serial No 11 (Part 11, Paragraph 11)

At present the activities of Shipping and Clearing and Forwarding
agents are not regulated. The Committee have been informed by the
Transport Secretary that Government are thinking of going in for
legislation on the subject. The Committee hope that the legislation
will provide for adequate safeguards against malpractices.

As already mentioned, Government have accepted the recom-
mendation of the Working Group on Tramp Operators (Padmanaban
Committee) for licensing the intermediary shipping agents. A draft
bill in this regard is being finalised. As regards clearing and forwerd-
ing agents, they are licensed and controlled by the Deptt. of Revenue,
Ministry of Finance. The Revenue Department has been requested
to take necessary action in the matter.

[F. No. SW|MFO-12!82-MF}

Recommendation Serial No. 14 (Part II, Paragraph-14)
At present the Shipping Corporation operates 18 dverseas Cargo
liner services, 4 passenger-cum-cargo services besides tanker,

bulk carrier and coastal services. Of these, the passenger
and coastal services. are always in the red. The oil tanker service is
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a captive business for the Shipping Corporation and the profits, there-
on are on account of the operation on cost plus basis. Though the
bulk carrier and liner services are making some profits their opera-
tions cannot be regarded as good, according to the Financial Adviser
of the Shipping and Transport Ministry. Thus there-is a lot of scope
for improving the operational results of the Shipping Corporation.
The Committee hope that on the basis of this Report steps would be
taken to rationalise the sailings, bring about effective cost control
and augment revenue.

Reply of the Government

The liner and passenger services operated by the Corporation
have to function under various constraints such as periodic conges-
tion at Indian ports, severe competition from non-Conference foreign
lines including in rate-cutting and certain unethical shipping practices
which are resulting in reduced cargo support of India shippers to
Indian lines and increasing costs of ship operation. :

2. Despite the above adverse factors, every aspect of operation
is subjected to rcgular Management and Corporate review of SCI
and necessary action taken to improve operttions and profitability on
the one side and minimise expenditure on the other side. In the light
of the recommendation these steps will be improved upon under
‘continuous monitoring and further steps will be provided for and
taken. Some of the major steps taken by the SCI in this connection
during the last one year are as follows :—

(1) Rationalisation of services :

(a) Madras|Japan direct to shipping service has been discon-
tinued so as to reduce the losses.

(b) CalcuttaAustralia and New Zealand Services arc now
combined into a single service with a view to reduce
lossés on these services by withdrawing one unit from the
services. This would give increased coverage for Calcuttal
Australia cargo and also ensure optimum utilisation of
ship's space thereby augmenting the revenue of this ser-
vice. Cargo for New Zealand will now be containerised
so as to reduce the cargo handling cost as also to im-
prove the turnround.

(c) Arrangements have becn made with Nedlloyd Linc for
mutual utilisation of space on each other's vessels in
Australia sector thereby avoiding competition and also
augmenting revenue by collection of slot fees.
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(d) Rationalisation  of ports of call between SCI and Scindias

is being ,attempted in respect of loading port in Great
Lakes with a view to reduce voyage time.

(2) Steps taken to improve freight carnings:
(a) In the IndiaBlack Sea Sector, the number of voyage is

(b)

being increased from-23-1]2 in 1981-82 to 26 voyages
in 1982-83 to generate addifional profit in this sector.

The number of ports of call on USA services are being
reduced by resorting to drayage of cargo from convenient
points both on the East and West Coasts of USA.

(c) To generate additional revenue on the Far East Japan

or, SCI is providing maximum coverage to Taiwan,
bouth Korea, Hongkong for Inward cargo. SCI has also
planned to operate in Japan!West Asia (Gulf) trade for

this purpose.

) (3) Measures taken to improve cargo support:
(a) Arrangements have been worked out to offer on a regu-

lar basis SCI. vessels for bringing Iranian cargo from
Australia, East Coast of South America, - Europe and

Japan.

(4) Steps taken to reduce costs:

(a)

(b)

‘(C)

Negotiations were held with Stevedores in Los Angeles
. and San Francisco and reduction of US Dollar 1 per ton
for Break-bulk cargo in Los Angeles and of US Dollary
5 and 16 per container in respect of containerised cargo
at Los Angeles and San Francisco respectively has been

obtained.

Constant review is made in respect of repair costs of the
Jmer vessels and standardisation in the repair tariff of
various workshops to avoid extra payment. Despite an
over-all annual esczlation of 15 per cent in the repamng
tariffs of various yards and a marginal increase in the
number of Tiner ships over the year. with sustained efforts
the repair costs of liner ships in 1981-82 are estimated to
increase only by 4.7 per cent over 1980-81.

After reviewing the pattern of container pick-unsidrop-
offs at various ports, negotiations were held with con-
tainer leasing companies to workout the most economical
pattern of advantage to SCI. The container Jeasing rates
were réduced from US Dollars 1.80 and 1.81 to US
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Dollar 1.73 and 1.71 respectively per TEU per day.
After revising. the minimum commitments of two  of
the leasing companies reduction in the rates as above
will bring about a saving of 1,80,000 US Dollars towards
coptainer hire during the balance 14 months of thz exist-
ing contract.

4. Crude Oil is a vital link in the national economy and the
Shipping Corporation as the national carrier is committed to scrve
the transportation needs of Indian Oil Industry. Though the crude
carriers of SCI are deployed on cost plus basis, all its product carriers
except two are deployed with oil Industry for import of oil products
at the open market Jevél which is currently urder service depression.

5. The Shipping Corporation has adopted several effective mea-
sures for controlling costs and augmentation of earnings.
(i) Fuel expenditure

This item constitutes a major segment of operating costs. Several
measures have been taken to achieve economy in fuel consumption of
vessels such as —

(a) Monitoring closely bunker consumption and evolve norms
for bunker consumption for various categories of vesscls.

(b) Operating vessels at optimum|minimum speed consistent
with techno-commercial requirements.

(c) Modifying propulsion plans to ensure changing over to
cheaper and lower grade fuels.

(d) Modifying propeller to improve engine performance.
(e) Evolving better methods of hull protection.

(f) Layving down proper painting procedure to prevent hull
fouling and thereby reducing sutface friction which will
reduce fuel consumption.

(g) Fitting of nozzels to achieve consistent slow steaming
" operation,

(i) Drydock repairs

. This is a major item of indirect operating expenses, here also the
utmost care is taken to minimise the expenditure :

(a) To ensure timely corrective action which would reduce
the ‘extent of major repairs, reports and abstracts on the
daily performance at sea are sent from the ship to the
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head office where they are carefuelg analysed and any
corrective action required is immediately communicated
to the ships. v

(b) A close control on the performance of the ships is main-

~ tained to ensure that timely steps are taken to reduce the
extent of major repairs and also to ensure that consump-
tion of equipment spares is reduced to the minimum
possible level.

(c) Drydocking are stemmed after a very careful analysis of
competitive quotations received from various shipvards,
and evaluating the costs of ballast, period of drydock
quoted etc. Supezrintendents are deputed to personally
supervise the drydock and ensure achieve maximum cost
benefit, time-wise and cost-wise.

(iii) Continue vigorous chartering efforts for achieving a proper
mix of long and sHort term-spot charters to take advantage of short
term upswisings in the market as also to ensure stability through long
term lucrative charters. Towards this efforts SCI has strengthened
and enlarged its market intelligence system whereby it is in contact
with loading charter markets world over continuously.

(iv) Training:

A number of training courses are regularly arranged to keep sea
and shore personnel abreast of modern technological developments in
‘shipping in order to enable them to tackle effectively the challenges
facing the shipping industry.

(v) SCI has also actively participated in the national trade. In
the recent grain import programme of Government of India, SCI em-
ployed a few of its large size bulk carriers|combination carriers and
-also medium size bulkers to bring 6 lakh tonnes of wharf from US
and about 1.6 lakh tonnes from Australia at rates which were above
‘the fow open market rates.

(vi) In close coordination with the oil industry SCI has been
able 'to induct a few of their large size combination carriers like m.v.
Bellary, m.v. Barauni, m.v. Bailadila, m.v. Vallathol, m.v. Vallabh-
‘bhai Patel, Maharshi Dayanand and Maharshi Karve into the na-
tional @il circuit. In a depressed market for dry bulk cargo when these
yessels would have found it impossible to secure gainful employment,
their induction for transportation of crude oil for Indizn refineries under
‘rcost plus’ formula has not only mitigated SCI's losses but also yielded
fair results.

6. This Ministry s also considering special measures to secure
better Cargo support to Indian vessels, proposals to nter into bilaterial
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shipping agreements with USA, Nigeria and France are also being
examined.

[Ministry of Shipping & Transport O.M. No. SW|SYO(IT)|81(82
Dated 14-1-1983]

Recommendation Serial No. 15 (Part I, Paragraph-15)

The Committee do not approve of the thinking of the Shipping Cor-
poration that they are obliged to run unremunerative non-commercial
services even without specific dlrectxvc from Government and that all
the services should be viewed in their totality, In this connection the
Committee désired that the Ministry should make the objectives and
obligation of the Corporation clear to them.

Reply of the Government

SCI have informed that the services in question introduced by them,
although they were well awzare on the basis of techno-economlo pro-
jection that there would be a losmg proposition to begin with but which
may be introduced in over all interest of trade and s ipping, have been
termed by them as promotional services. The five services referred to as
promotional are as follows :—

(1) West Coast of India——Australia

(2) East Cozst of India—West Asia Gulf
(3) West Coast of India—West Asia Guif
(4) East Coast of India—Red Sea

(5) West Coast of India—East Africa

None of the above services was introduced either at the instance
of this Ministry or Ministry of Commerce. SCI have informed that the
WCI—East Africa Service has been profitable more or less throughout
since its inception in 1968-69. The SCI have since withdrawn three of
the above services, viz. ECI-WAG, WCI-WAG and ECI-Red Sea. The

only other route remaining,- i.e. WCI—Australxa is expected to achieve
break-even results in 1981-82 zccording to SCT.

2. The SCI have given the following reasons for the continued
Josses experienced by them on the above five routes which were intro-
uced in 1968-69 :—

(1) The foreign operators were at an advantage compared to
SCI as they were operating fully cellular container vessels
instead of continuation ships operated by the SCI.
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) In developed countries, multi-modal transportztion system
is being adopted. As a result, movement from WCI has
been cornered by foreign operators, such as, SEALAND,

. APL, CGM (French) who have an advantage in offering
multi-modal transportation.

. 3. As regards the specific recommendation of the COPU that this
Ministry should make the objectives and obligztions of SCI clear in
respect of their commercial activities, as already mentioned, the above
five services were not introduced at this Ministry’s instance. It is evident
that the above services were introduced by the SCI on the basis of their
.own judgement and it was for SCI to review the same, particularly when
they found that it was & losing proposition continuously. it is felt that
Ministry's intervention in regard to SCI's commercial activities, especial-
ly in those fields which are not undertaken at the instance of this Minis-
try, does not appear necessary as it would fetter the commercial judge-
ment and enterprise of the management.

[Ministry of Shipping & Transport O.M. No. SW!SYO(I1)-71{82
Dated 14-1-1983).
Comments of the Committee

(Plezse.sce Paragraph 12 of Chapter I of the Report)
Recommendation Serial No. 16 (Part II, Paragraph-16)

-Some of the liner services have been making huge losses over a
long period. The India-Australia route was making losses during the
period 1975-81, the India-USA (Pacific) route was showing losses for
the period 76-81, and the India-USA (Great Lakes) was incurring losses
durnng the period 1977-81 continuously. The Committee have, however,
been informed that the former two routes have turned the corner during
1981-82. That it should have taken such a long time shows that the
routewise operations have not been reviewed properly in order to take
a decision on the discontinuance of the loss making routes or on making
such improvements as would make them vizble. In this connection the
Committee note that as many as 6 developmental services were started
in 1968 and though these were making losses for a decade, these were
continued. In the year 1977, three of them were, however, discontinued.
On the two remaining services, viz. WCI-Australia and India-USA
(Pacific) losses of the order of Rs. 8.16 crores and Rs. 5.04 crores have
been incurred during the period 1968-81. The Committee feel that a
promotional service can be taken up only on commercial considerations
and when it is clearly expected that the route will be viable within a
reasonable time of 2-3 years. Further, in a situation of under-utilisation
of capacity of the vessels, it may be justified to operate some routes on
marginal costing basis provided these could recover some part of the
overhead expenses. In any case there is no case for taking up a service
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-

which cannot be justified on commercial considerations. If any such
service is to be taken up, it can be only on a specific directive from
.Government. The Committee suggest that the operation of services in
future should be regulated wccording to this principle.

Reply of the Government ‘
SCI was operating the following promotional services :

(1) India[Pacific Coast of USA!Canada.

(2) India|Persian Gulf.

(3) India|Red Sea.

(4) India|East Africa.

(5) West Coast of IndialAustralia.

Of the above 5. promotional services, India|Persian Gulf Serivce

has been discontinued and India|Red Sea service has been combined
with India|Mediterrenean service.

2. The estimated operational results of the remaining three services
in 19081-82 were as under :—

(Rs. in lakhs)
Profit ()
Loss ()
West Coast of India/Australia --=7.56
India/East Africa §
(i) WCI/East Africa ~-54.01
(i) ECI/East Africa +17.26
India/USA-Pacitic Coast of USA/Canada 4-66.81

~ 3. To bring the West Coast of India—Australia scrvice and WCI|
East Africa service out of the red, the following steps have been
taken :—

-

(i) On the WCi East Africa service the number of units em-
ployed have been reduced fromn 6 break-bulk to 2 Combi-
nation careers. This service has also been now contain-
erised. This has considerably improved the turnround of
these vessels at East African ports and the operational
results are expected to show improvement.

(ii) To improve capacity utilization of vessels on the WCl|Aus-
tralia service, SCI would be bringnig cargo from Bangla-
. desh to Colombo which will be connected on WCI loaders
32 185/82~3
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to Australia. SCI also plans to cover cargocs from Austra-
lia to Indonesia on this service. These measures are expcct-
ed to improve the operational rssults of this service.

4. Performance of the above services will be constantly kept under
review by the Corporation.

5, This Ministry consider that operating a new service is a com-
mercial matter and a decision has to be taken by SCI on commercial
considerations, unless the Government specifically directs otherwise.
However, the guidelines spelt out in the recommendatiops will be kept
in view for futurc operations..

[Ministry of Shipping & Transport O.M. No. SWISYO(1-71|82
' Dated 14-1-1983].

4

Comments of the Committee

Pleasce see Paragraph 12 of Chapter I of the Report.

Recommendation Serial No. 18 (Part II Paragraph-18)

_ The losses are incurred on the passcnger services operated at the
instance of government on account of the low fares and freight structure
approved by the government. A cleur case for upward revision of the
tariff structure has merged out of the examination of the Committee.
According to the Corporation, the present fare structure in relation to,
Mainland-Andaman Sector is so low that the break-even fare would be
460 per cent of the existing fare. The Committee hope that government
will take due note of the position and suitably adjust the tarifl structure.
While adjusting the tariff structure a difference has to be made between
the domestic services and the international service in that the tariff
structure for Rameswaram-Talaimannar service could be higher.

-
rd

Reply of the Government

The Mainland Andaman shipping service is being operated by the
SCI as a social .obligation. The fare of freight on this service are fixed
by the Government from time to time at below break-even level, keep-
ing in view the development of these far-flung islands and the economic
condition of islanders. It is not considered feasible at this stage to revise
the existing fare and freight structure. However, the recommendation
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made by the Committee will be kept in view whenever it is proposed to
consider revision of the same. '

Ministry of Shipping & Transport O.M. No. SW,SYO(II)-71,$2
Dated 14-1-1983).

Recommendation Serial No. 19 (Part II, Paragraph-19)

The Madras-Malaysia-Singapore service is operated by the shipping
Corporation on its own. The Corporation has incurred losses of the order
of Rs. 4 crores during 1975-81 on this service. It was only at the
instznce of the Ministry in 1980-81 that several concessions were intro-
duced to attract more traffic on this service and it is now expected to
‘break-even scon. The Committee regret that the Corporation did not
make any tangible effort to make this route viable until recently. How-
ever, making improvement cannot be one-time affair. The, service
should be kept continuously under review to ensure thzt it atleast breaks
even; otherwise it should be stopped.

Reply of the Government

SCI management has been watching the performance of the above
service and has introduced from time to time certain measures to im-
prove the financial results, e.g., rationalisation of freight rates and

assenger fares and offering group concessions to attract more traffic
rom the middle income group. The financial results of this service have
considerably improved during the last year, namely 1981-82, durin
which it is expected to show a profit of over Rs. 88 lakhs. This treng
is expected to continue also during the current year, viz. 1982-83.

[Ministry of Shipping & Transport O.M. No. SW|SYO(IT)-71/82
Dated 14-1-1983]).

Recommendation Serial No, 20, (Part II, Paragraph-20)

About 38 per cent of the Shipping Corporation's fleet (75 per cent
of the DWT) comprised bull carriers, tankers and combination
carriers and it was these vessels that greatly influenced the profit-
ability or otherwise. There were heavy losses (Rs. 30.60 crores) on these
services during 1977-79, but there was marginal profit thereafter. The
Corporation had acquired 2 very large crude carriers (VLCCs) and 2
other large-size ships to serve the country’s oil and ore trade. However,
_due to non-availability of port facilities and non-completion of Mathura
and Koyali refineries. these ships have to be operated in international
market where freight rates are low. The operation of the 2 VLCCs
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resulted in a loss of Rs. 40 crores during 1975-81. The Committee
received an impression that the wucquisition of these vessels were not
properly timed. However, they have been informed that a claim for
Rs. 61 crores taking into account also the return on investment has been
made against the Ministry of Petroleum at whose instance these vessels
were acquired. The Committee would await the settlement. In the mean-
time, action should be taken to deploy these vessels in a manner that
they breakeven.

Reply of the Government,

.1. The Committee has mentioned that it received an impression
that the acquisition of the VLCCs whose operation resulted in a loss
of Rs. 40 crores during [975-81 were not properly timed. The reason
for the huge losses sufferéd during those years was on account of the
prolonged depression in shipping freight rates that set in soon after the
1973 oil crisis, a development which was not anticipated by World
Shipping industry &s indicated by the large orders for such size of tankers
which were placed during the pre-crisis period. Therefore, the circums-
tances in which the decision was taken by SCI to acquire the VLCCs
were very different and the studies then made justified their acquisition.
The background of this acquisition is briefly mentioned in the following
paragraphs :— .

2. The World Seaborne trade in oil expended continuously from the
carly fifties till 1973 and the world and, particularly, the developed
economies of the West znd Japan became increasingly dependent on
the Middle East Oil. Between 1967-73 the World Seaborne trade in
crude expanded 103 per cent in terms of ten miles moved. This conti-
nued expansion placed a heavy demand on the then existing fleet and"
the freight markets were booming, The Indian requirement of imported
crude was also expanding. Although the VLCCs were on the scene
since mid 1960s SCI considered acquisition of the VLCCs only in
1972 and that too mainly to meet the requirements of the Koyali Ex-
pansion and the Mathura Refinery through the Salays Off Shore Termi-
nal. The proposal for acquisition of the VLCCs was placed before the
Government in early 1973 and while approving the project the Govern-
‘ment stipulated that the SCI would definitely make these ships available
to the IOC for the carriage of crude to India.

3. The ‘Yem Kippur’ war of October 1973 changed the entire
picture. The OPEC formed a certel and the oil price increased many
folds administering severe shocks to the world economy which was
throwri totally out of gear. The demand for oil slumped. In the mean-
time shipowners, who had ordered tonnage on the basis of anticipated
growth were saddled with heavy deliveries from 1974 onwards.  The
seaborne trade in crude fell by about 20 per cent between 1973-81
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while tiie tanker tonnage expznded by 136 million DWT or 72 per cent
of the world fleet. Over-tonnaging was inevitable and the freight rates

crashed.

4. When the VLCCs were ordered the ‘Yem Kippur' war could
not be foreseen, no one came forward with prognostications regarding
oil crisis and it was impossible to predict overtonnaging. SCI's decision
to acquire the VLCCs was in line with the trend and with the decision
taken by lexding shipowners and oil majores who know more about oil
business than any one else. It was impossible to foresee the magnitude
of the structural changes the world seabarne trade was to undergo. A
statement showing the growth of world tanker fleet including the VLCCs
fleet since end 1971 till end March 1982 and on order as at end of
March 1982 is attached (Annexure). It may be seen from this
statement that VLCCs fleet has remained a major segment of tanker
flect even during depression period 1974-79. However its share in
the tanker order book has dwindled to about 5 per cent.

S. Thus, the SCI management was caught in environmental
changes of a magnitude which could not be foreseen.. SCI was, there-
fore, left with no alternative but to cross trade its two VLCCs at huge
losses. Even today the requirements of Mathura and Koyali (Expansion)
Refineries have not developed to a stage of optimum utilisation of even

one VLCC,

0. SCI is presently deploying one of the VLCCs as a storage
tenker off Bombay High at a rate which is above the spot market rate.
It is hoped that with the mcreasing production of Bombay High Crude
the oil industry will be in need of this VLCC for storage purpose for
some more time to come for transporting to other Indian refineries and
for exporting an Swap basis. SCI will be inducting the second VLCC
in Indian oil circuit when the Mathura Refinery goes in full stream
around end of 1982. The freight rate for this VLCC would be on a
‘cost plus’ basis which would assure SCI & fair retumn.

7. SCI is doing its utmost in the given circumstances, to deploy
these VLCCs in a manner whereby the revenues are maximised and

losses minimised. .

[Ministry of Shipping & Transport O.M. No. SWISYO(II)-71!82
dated 14-1-1983].

Comments of the Commitice

Please see Paragraph 14 of Chapter I of the Report
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Recommendation Serial No. 21 (Part II, Paragraph-21)

Two large size ships (M. V. Maharishi Karve and M. V. Maharishi
Dayanand) were acquired in 1978 and those have made losses to the
extent of Rs. 11.16 crores during the period 1978-81. At one stage the
Shipping Corporation considered the question of sale of these vessels
but decided to continue to operate them. The Committee suggest that if
these are unable to recover even the direct cost of operation it is better
eith]er to lay them up or sell them. This should apply to other vessels as
well, )

Reply of the Government

Thne two OBOs, m.v. Maharishi Karve and m.v. Mahacishi Daya-
nand are generally good ships. These vessels are being deployed for
currying ctude oil to India apart from West Asia Gulf from Venezuela,
Syria and Algeria. Their operations in this national tradc have been
relatively satisfactory. They can also be gainfully deployed to carrying
the country’s export/import trade like iron ore, grain and crude oil,
Therefore the alternative employment prospects in Indizn rade provide
a reasonable scope for these units to show viable results in spite of the
present depressed market conditions. Further more, sales of these vessels
at today’s depressed sale market would result in heavy capital loss. SCI,
however, will pericdically review their performance results for taking a
decision on their laying up or szle.

~2. As part i SCI's policy, the operational results of all bulk
carricrs, tankers and combination carriers are being reviewed on a
monthly basis and SCI would consider the alternatives of layup or sale
in the event of direct operational expenses exceeding their ewrnings, as
rccommended by the Committee.

[Ministry of Shipping & Transport O.M. No. SWISYO(1I)-71i82
- dated 14-1-1983].

Recommendation Serial No. 22 (Part II, Paragraph-22)

Although water transport is the cheapest for longer haul and it is
cnergy saving, the Committee regret thit the volume of coastal trade
is very low 'n as much as it ranged between 8.99 lakh tonnes and 15.46
lakh tonnes annuallv during 1974-80. If anything the volume of trade
is showing signs ef rapid decline. The SCI's share in coastal shipping
is also poor. The operational results of the cqastal shipping is &lso poor.
The operational results of the coastal trade of the Corporation had
disclosed persistent losses (Rs. 4.38 crores during 1974-81). The main
reason that is responsible for the low and declining volume of coastal
trade is the uneconomic operation. Severzi suggestions are stated to
have been made by a Cominittee on Coastal Shipping constituted under
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the Chairmanship of Director General of Shipping in September, 1980.
The Committee desire that early decision should be taken on these
recommendations and the coastal shipping assured its legitimate plase
in the trensport sector, ’

Reply of the Government

‘Somne of the iccommendations of the Coastal Shipping Committec
relating to introduction of a new definition of coasting vessel known as
‘Restricted Home 7rade Ship’ in the Merchant Shipping Act, 1958,
enactinent of a scparate legislation on the lines of the defuuct Indian
Coasting Vessels Act, 1838, for dealing with matters pertaining to
coastal vessels, exemption of coastal vesselsicargo from present cons-
traints arising from customs|ports procedures, development of Tuticorin
Port as a regular bunker port and provision of separate staff in the
Directorate (=neral of Shipping to coordinate and organise coastal
movement have been accepted by the Government. The recommenda-
tions of the Coastal Shipping Committee regarding delegtion of powers
for fixation|revision of freight rates for the carriage of coal and salt by
coastal shipping and for levying specific surcharge from time to time to
compensate for the increase in the fuel prices and trimming charges have
also been accepted by the Government with the modification that the
proposed powers micy be exercised by the Ministry of Shipping and
Transport on the basis of the recommendations of the Shipping Rates
Advisory Board and in consultation with the Ministry of Finance,
instead of by the Director General of Shipping. The remaining recom-
mendations of the Cloastal Shipping Committee are under consideration.

[Midistry of Shipping & Transport O.M. No. SW|SYO(1I)-71|82
, « dated 14-1-1983].

Recommendation Serial No. 24 (Part II, Paragraph 24)

The stevedoring work at the Ports is done on contract basis. Bascd
on the experience of the departmentalised operation of the work at
Haldiz, the Ministry seems to have taken a stand that the stevedoring
work would not be departmentalised for the time being. The Commit-
tee trust that having regard to the healthy policy of e}iminating inter-
mediaries as far as possible, this question will be kept under review.

Reply of the Government

The question of abolition of the private stevedoring system at major
ports has been examined in detail by various committees from time to
time. After toking into account the various aspects in this regard in-
cluding the views-expressed by the Chatterjee Committee appointed by
the Government to review the Decasualisation Schemes and Allied Mat-
ters at the Major Ports and the subsequent report of Shri N, P. Bapat,
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it has been decided not to nationalise the private stevedoring systent
at Major Ports for the present. The desirability of climinating inter-
mediaries i.e. private stevedores, has also been kept in view while taking
this decision, and this aspect will be given due consideration as and
when the matter is reviewed in future.

[Ministry of Shipping & Transport ‘O.M. No. SW|SYO({II)-71;82
dated 14-1-1983].

Recommendation Serial No. 29 (Part II, Paragraph 29)

The Shipping Corporation had made profits since its inception in
1961 upto 1976-77. Thereafter there were heavy losses (Rs. 53.60 cro-
res) upto 1979-80. These losses cannot be merely explained away by
recession in world shipping. Further the nct profit of Rs. 18.37 crores
shown in the accounts of the year 1980-81 does not disclose the correct
picture of the operational results during this year. Taking into account
credit adjustment of Rs. 1().85 crores relating to the year 1979-80 and
the non-operating income includes in the profits the Committee find
that the operational result of the Corporation during the year 1980-81
shows deterioration. In this connection the Committee suggest that sys-
tem should be evolved whereby the true comparative picture of opera-
tional result from year to year could emerge in the Annual Reports.
This may be cvolved in the consultation with the Comptroller and Audi-
tor General of India.

Reply of the Government

1. The impact of the unprecedented depression in the world Ship-
ping, was felt not only by the SCI but the cntire shipping fraternity, -
cluding those in the developed countries. In fact, mary well estab-
lished companies either went into liquidation or were taken over by
lending banks. It is also worth pointing out that though SCI wes also
affected by the world-wide recession it fared better than many others.
During the worst part of the recessionary period, namely 1978-79, while
the laid-up tonnage in the world averaged about 45 million tonnes,
'SCT's flect was fully utilised afbeit not all of it =t economic freight rates.

2. As against the losses incurred by SCI during the years 1977-78
to 1979-80 (after cxcluding the profit on sale of ships and excluding
the losses on Government account) aggregating to Rs. 57.02 crores, the
losses suffered by the seven leading Indian Shipping companies taken
together, amounted to Rs. 34.69 crores. During the ycars 1977-78 and
1978-79, the Return on capital cmployed of these seven companies was
negative viz., (—) 1.3% and (—) 0.21 per cent whereas SCI showed
a return of 1.60 per cent and 0.16 per cent despite the fact that, these
companies have a lower capital base because of relatively older fleet.
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3. A direct consequence of the continued depression since 1975..
was that the shipowners were facing very serious cash flow problems.
Most of the Indian Shipping Companies found it extremely difficult
to meet the capital commitments and many of them defaulted repay-
ment of loan instalments including interest due to SDFC. After a care-
fu! consideration of the representations made by the Shipping companies
in this regard and being satisfied that the situation Wwas, for reasons
beyond the control of these shipping companies namely the crisis in ship-
ping brought about by world-wide depression, the SDFC decided to
offer reliefs in the form of deferment or re-scheduling of instalments
etc. to help the Indian shipping to tide over the difficulties.

4. Besides the depressed freight market and the reduced cargo avail-
ability, the escalation in the operational.cost over which the shipowners
have no control and which are not fully compenszted by the freight
adjustments, also eroded the profitability. Another major factor was
the delay in ports due to congestion, labour trouble etc. SCI lost 1919
days in 1977-78 and 2952 days during 1978-79 which alone accounted
for aToss of Rs. 5.76 crores and Rs. 9.00 crores respectively in thesc’
yesrs.

5. It would thus be seen that the losses suffered by SCI were due to
unavoidable reasons and were mainly attributable to the unprecedented
crisis in the Shipping Industry.

6. The Committec has also observed that after taking into account
(a) a credit adjustment of Rs. 10.85 crores relating to the yezr 1979-80
and (b) the non-operating income included in the profit, the operational
result of the Corporation for the year 1980-81 shows deterioration.

7. Regarding the credit adjustment of Rs. 10.85 crores, attention
is invited to the clarification furnished by the SCI during the course of
oral evidence, which have been noted in Para 2 of Part I-Chapter (iv);
as shown below :—-

Quote

At the time of factual verification, SCI pointed out.

“Simulatneously amount pertaining to 1980-81 accounts.ascertained
at over Rs. 12 crores need be taken credit for to arrive at the profit for
1080-81".

Unquote

8. Thus, while Rs. 10.85 crores have to be removed from 198(-81
accounts, Rs. 12 crores (epproximately) had to be added to 1980-81
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accounts. If this factor taken into account the following picture would
cmerge —

| 1980-8) 1979-80

(Rs. in-crores)
Profit ( +-)/Loss(—) shown in the P & L Account. (-+)18.30 ()1.85

Lusy © Adjustments op account ¢f cost dificrential as per 10.85 2.13
C.0.A. relating to carlier years. :

(-197.51 (--)3.98

Add : Amount due on account of cost differcntial as por
. C.O.A. of the curcent ycar 12.07 10.85

Profit( - )/Loss (—-) e et
(4)20.53 (-+)6.87

The above tables clearly indicate that there had been a significant
‘improvement in the operating results of the SCI during 1980-81, as
compared to the previous year, even after making adjustments for the
balance amount due as per cost-plus workings in the relevants. years’
accounts.

9. The accounting practice hitherto followed by the Corporation
has been to take credit for the provisional freight, at the agreed rate, in
the respective year and to show the balance amounts due from the oil
‘industry after finalisationr of cost-plus workipgs at “prior year adjust-
ments” in the subscquent years. With a view to reducing the impact of
such “Prior year adjustments” on the comparative picture of the working
results, SCI credit for the difference between the provisional freight and
the cost due from oil industry in terms of the conttact of affreightinent
on accrual basis in the respective year itself. For this purpose, the cost
will be worked out on the basis of the final ledger, but while determining
the amount to be taken credit for, an assessment will have to be made
based on previous ycars experience, in respect of certain elements of
cost like interest on working cepital, Ballastinglidle time Ocean Losses
etc. Even then, there may be some variation between the amount taken
credit for and the actual amount due from the oil industry when the
C. O. A. accounts for the oil industry are finally audited for submitting
to the OCC. This difterence will still have to be shown in next year's
accounts as “Prior year adjustments”. However, the cbsolute figure
would be smaller as compared to Rs. 10.85 crores for which credit had
to be taken in 1980-81 accounts. This proposed change in the account-
.ing method will, it is felt, broadly meet the point made by COPU and
will also be consistent with the practice followed by the SC1 since
1979-80 in taking credit for the Charter Hirc carnings of vessels given
on time charter to the oil industry. on cost-plus basis.
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10. As for the “non-operating income included in the profits,”
referred to us by the Commlttee it is necessary to xdennfy thc items
of “non-operating income” included in the “Othker income” in the
Profit and Loss account for the years 1979-80 and 1980-81; detuiled
break-up of which are given below :

1980-81 1979-80

(Rs. in ctores)

lmcrcsl on Investments, Deposits, and Loans to employecs 0.48 0.38
Agency fee, wmmu(i »n & remuncration for managing Gowt,

vossels . . . . . . . . 0.46 0.43
Rent recoveries 0.03 0.02
Surplus on Salc of Ships . 3.01 1.60
Insurance ¢laim on total loss of ship 1.21
Sundry Credit balances appropriated . 0.21 0.09
Currency cichange difference . . 1.48 1.73
Sundry receipts like sale of condemned storces etc. 0.63 0. h.;l

: 7.51 4.8%

It may be observed from these details that the major portion of
“Other Income” comprises “Surplus on sale of Slips” “Currency Ex-
change difference” and “Sundry Receipts”. SCI has sold ships only when
they had outlived their useful lfe or had become uneconomical to
operate due to major damage. In - all such cases, the writtecn down
value would be nil or nominal and the scrap valuc realised or the
sale price (in case a ship can be sold for further, trading) produce a
surplus, There was hardly any capital gain while disposing of old|
uneconomical ships, except in the case of total loss of ship, recovered
from the Insurance Company, where the insured value was more than
the original Cost{WDV. The amount of capital gain being very small.
viz. Rs. 0.47 crores, it would not materially affect the operating result.
In all cases of sale, the surplus has arised bccause of reducing the
original cost of ships to nil or nominal valuc by charging off deprecia-
tion in the earlier years. As such, the surplus in question is in the
nature of recoupment of a part of the depreciation written oft. Further.
in a company of the size of SCI, disposal of old ships will be on a
contintous phased manner and will be a recurring feature.  The result-
ant surplus or deficit should, therefore, be regarded as an operating
income or expenditure as the case may be. The “Currency exchange
difference” transactions during the year and the year-end cash, Bank
and personal accounts balance involving foreien currer.cics at a prede-
termined national rate of cxchange. 1f it were possible to convert each
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and every foreign currency tramsactions at thc actual rates
prevailing on the day of transaction|settlement; the resultant
oss” or gain would have been insignificant and limited only
to those transactions involving physical remittance of money
from one country to the other. In the present case, whilst there
was a net credit in the “currency exchange diflerence” alc, the revenue
earnings and expenses were affected by a corresporiding amount, thus
nullifying the effect on the operational result of the year. “Sundry
Receipts” are clearly “operating income” though some of the receipts
caniiot be identified with a particular vessel or voyage. Similurly,
“Sundry Credit balances appropriated” should be also regirded as
“Operating Income” just as “gundry 'debit balances written off or provi-
sicn made therefor” are taken into account while determining the
“Operating results” under reference. “Agency fee, commission, re-
muscration for managing Government owned vessels” ete. are un-
doubtedly “operating income” of the Company. The remaining two
items viz. “Interést-on Deposit, Loans etc.” and “Rent recovery” can
perhaps be excluded from the perview of “Operating Income”. But
the amount involved being insignificant, the effect of its inclusion/exclu-
sion in the profits would be immateral. It is, therefore, submitted that
the aggregate amount involved in those items which can be considered
as “non-operating income” is not so material as to vitiate thc presenta-
tion of operating result of the company in the published accounts.

11. As regards the suggestion made by the Conimittee to evolve a
system in consultation with the C&AG, whereby the true comparative
picture of operational result from year to year cou!ld emerge in the
Anhnual Reports, it is submitted that as a reference received from the
SCI. C&AG of India has been approached by the Ministry for their
advice in the matter. The SCI will act on the advice given by the

C&AG.

[Ministry of Shipping & Transport O.M. No. SWISYO(I1)-71{82
Dated 14-1-1983].

. Recommendation Serial No. 30 (Part II, Parugraph-30)

A comparison of the results of operation of the SCI with the
combined position of 7 private Indian Shipping Conipanies has revealed
that during the year 1980-81 the return on capital employed in respect
of Shipping Corporation (Excluding services on government account)
was 8.62 per cent whereas it was 10.87 per cent in respect of the private
companies. Similarly, the percentage on gross profit to gross earnings
was respectivély 12.53 per cent and 20.57 per cent further, the per-
formance of 5 private companies, viz. Great Eastern South India Ship-
ping, Damodar Bulk Carriers, Chowgule and Ratnakar was much better
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compared to that of the Shipping Corporation. The Committee desire
that inter-firm comparison of the cost of opecration should also be
made and steps taken to have an effective cost control in the Shipping
Corporation. The Board of the corporation should systemetically review
the vessel voyage results to kecp a constant watch on the operational
efficiency.

Reply of the Government

The fact that none of the other Indian Shipping Cumpanies are com-
parable with the SCI cannot be overlooked while making an inter firm
comparison of the working results. Whilst the private shipping com-
panies selected for comparison have relativély older fleet, acquired at
Jower prices, SCI has added a lot of new vesseis and hence the capital
employed as well as the incidence of depreciation in SCI -will be on
the higher side. Therefore, even though the profit made by SCI and
cther companies may be identical, when it is expressed as percentage.
of capital employed, those companies will appear to have fared better
because they have the advantage of low capital cost. In the case of
the other percentage used for inter-firm comparison viz. gross profits
to gross camings, it may be noted that there is a basic difference in the
nature of gross earnings of SCI and others, which will tend to vitiate
the comparison. Five out of seven shipping companies are tramp ope-
rators and as such, the Charter hire or freight earned by them would be
‘at u lower level than the liner freight because the tramp operators do
not have not meet any direct operating expenscs ii the ships are given
on time charter and do not have to bear the cargo handling costs in the
case of FIIFIO carriages which are reflected in the freight,charter hire
rates.  As a result of this dissimilarity in the nature of carnings, cven
if both SCI and the others have achieved the same profit. when it is
expressed as a percentage of the gross earnings, therc wili be no common
denominator and SCI is handicapped. In view of these limitations, the
inter-firm comparison will not give a true picture of the performance
results, for the same reasons it is not correct t0 conclude that the
performance of thc five private companies viz. Great-Eastern, South
India Shipping, Damodar Bulk Carriers, Chowgule and Ratnakar was
much better compared to that of the Shipping Corporation.

2. In addition to the above mentioned constraints faced in inter-
firm comparison, owing to the incomparable figures shown in the publish-
ed accounts as also the limitations of the indices (percentiges) used for
comparing the performance results, an important point to be borne in
mind is the basic objectives of the SCI and other Shipping Companies,
While SCI as the premier national line, was expected to fulfill certain
social obligations and has been operating quite a few unremunerative
services in the national interest, the privat: shipping companies have
been enjoying much more frecdom of operation and hence were guided



41

mainly by profit motives. Having due regard to the philosophy of public
sector enterprises, it would not be fair to evaluate its performance merely
by comparmg the profits earned with those of the private indusrty.

3. Regardmg the suggestion made by the Committee to make inter-
firm comparison of the cost of opertion, it is submitted that, as men-
tioried above, the figures representing the various clements of operating
custs, disclosed in the published accounts, are not identical, and hence
are not comparable.  For example the total incidence of cargo handling
costs in SCI whi h is the largest liner operator among Indian Shipping
Compames would be much more than the private shipping
companies, most of whom arc mainly tramp operators. It would,
therefore, not be possible at present to make any mcanmgml inter-firm
<o ..pamon of costs. This would be possible only if all shipping com-
panies in India adopt a uniform method of accounting and publish
accounts in a standard format disclosing separately the transaction per-
taining to liner, Tramp Voyages, Time Charters etc.

4. The Committc¢ has also recommended that steps may be
taken to have an effective cost control in the SCI. In this connection
it is submitted that There is already a reasonably good system for moni-
toring continuously the cost of operation and to take tinely appxoprlato
measures to control the costs.

5. The Board of Directors of the Corporation is already being kept
appraised of the vassel-wisc results on a quarterly basis. In order to
enabie the Board to have a correct appreciation of the financial results
the following supporting data'information are also submitted to it :—

(1) Assumptions made in the Revenuc|Budget/Estimates or the
relevant quarter and the achievemtents made during the quartess with
explanatory statement of the variances.

U

(2) Detailed projections for the cnsuing quarter.
(3) Capacity utilisation; vessel-voyage-sectorwise.

(4) Details of Losing Voyages together with a expianatory state-
ment of the reasons therefor.

(5) Ways and Means position,

(6) Vesselwise details of lay-up period; Waiting for Dry Dock;

Lerthing delays etc. ' <
[Ministry of Shipping & Transport O.M. No. SW|SYO(II)-71]82
Dated 14-1-1983).
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Recommendation Serial No. 34 (Part I, Paragraph-34)

The Ministry of Shipping & Transport has not held regular meet-
ings to review the performance of the Shipping Corporation.  There was
only one review meeting held by the Secretary and that too as late as
December 1981. Earlier, a couple of meetings were held at the level
of the Joint Secretary who happened to be a government director of the
Shipping Corporation. He should not have been entrusted with an in-
dependent review of the performance of the management and the
Board. The Committee expect that in future there will be regular
and meaningful review of the performance at least at the level of the
Secretary.

Reply of the Government

As recommended by the Committee, regular and meaningful reviews
of the performance of the SCI at the level of the Secretary will be
conducted. The Minister of Shipping & Transport has since himself
taken review meetings of the SCI on 20-7-1982 and 30-10-1982 when
Sccretary and other officials participated.

[Ministry of Shipping & Transport O.M. No. SW|SYO(II;-71{82
Dated i4-1-1983].



CHAPTER I

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES

Recommendation No. 12 (Part IL, Paragraph 12)

One of the objectives of the Shipping Corporation is to increase
India’s share in cross trade. The Committee were surprised to bear
from the Transport Secretary that no worthwhile statistics were avail-
able on cross trade to know the share of Indian Shipping. The Com-
‘mittee desire that at least in future there should be some assessment
of the total volume of the world cross trade and India’s share in it and
efforts should be directéd to improve our share in order to augment
foreign exchange earnings for the country.

Reply of the Government

The Shipping Corporation of India was formed in 1961 (with the
merger of the Eastern and Western Shipping Corporation of India),
for extending India’s participation in this carriage of her trade and
quxckcnmg the pace of expansion of National Shipping by State parti-
clpatlon ‘It is perhaps. not correct to say that the objective of Ship-
ping Corporation was to increase India’s share in cross trade.

The traditional shipping policy always emphasised—

(i) expanding the volume of exports of Indian Industries : (ii) earn-
ing foreign exchange for the country by way of transportation  of
national exports and (iii) Saving foreign exchange for the country
by way of transportation of national imports.

The carriage of cross-trades plays a secondary role in maximising
the utilisation of shipping space and consequently also earning foreign
exchange for the country. If the National Merchant fleet were to
give priority to the International cross-trades, the development of
foreign trade of India might get impeded. On the other hand if the
vessels are fully cngaged in the carriage of National cargo, they are
either earning or saving foreign exchange, in addition to promoting

National trade.

Cross trade by itself would mean trade between two foreign ports,
i.e. both the loading and discharging ports outside India. Cargo can
be carried in this trade by Indian ships (both by liner ships and tramp

43
32 LSS/82—4



44

ships) on their own. In addition Indian vessels will also be employed
in cross trades when they are on time charter with foreign parties.
(The occasions of Indian ships being used by for Indian’s overseas
trades under time charter arrangements with foreign lines are likely
to be very few).

2. The volume of cargo carried in cross trades by Indian ships on
their own and volume of cargo carried by Indian ships in cross trades
‘when they are under time charter with foreign parties in respect of
some shipping companjes during 1980-81 # given as under :—

y . Qty. Earnings
1. Volume of cargo carried in cross trades 10.97 million Rs. 123,38 crores
by Indian ships on their own during tonnes.
1980-81
2. Volume of cargo carried by Indian Ships Net available Rs. 154.23 crores

in cross trades when they are under tine
charter with foreign parties during 1980-81

3. The Committee has also desired to know the total volume of
cargo in World cross trades and India’s share therein. It is not possi-
ble to get the break-up of the total world trade into (i) trades in which
vessels of each country were employed on their own and (ii) trades
in which the vessels of each country were employed in cross trades
under time charter arrangements with other parties. As such it is
also not possible to ascertain accurately India’s share in the total world
cross trades by volume.” As employment of Indian ships, whether in
India’s overseas trade or cross trades, will earn foreign exchange for the
country the question of knowing the exact share of Indian shipping
in the world cross trade does not also appear to be strictly relevant.
Besides except for a few ships which may not be able to visit Indian
Ports because of their size and draft restrictions at Indian ports, all
the other ships in the Indian flcet are meant both for India’s overscas
trades and cross trades depending on the employment opportunities
available from time to time. There have also not been any acquisi-
tion made by Indian Shipping Companies purely for employment in
cross trades.

4. Recently the Shipping Corporation of India have introduced a
liner cross trade between West Asia Gulf Ports and Far Eastern Ports
without touching Indian Ports. The SCI have stated that studies for
similar services in other sectors are also being made. Employment
opportunities for Indian vessels in cross trade depend on suitability
of ships and the conditions of charter and freight markets. Vessels
employed in cross trades have to face stiff international competition
and in times of recession as at present, opportunities for employment
of Indian ships in cross trades become quite difficult.

[Ministry of Shipping & Transport O.M. No. SW{SYO(II)-71/82).
dated 14-1-1983].
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Recommendation Serial No. 13, (Part I, Paragraph 13)

“A Standing Committee was constituted in February 1979 to
periodically review the utilisation of Indian shipping for securing better
cargo support and for ensuring better coordination between Public
Sector Agencies, Shipping Indust’% and the Ministry of Shipping and
Transport’ (TRANSCHART). e Committee received an impres-
sion that this Standing Committee did not exhibit full awareness of its
functions. Having an attenuated idea of its terms of reference, it
mainly confined itself to solving such probléins as arose and arranging
shipping of public sector cargo. In all, it held only 4 meetings bet-
ween February 1979 and February 1982, The Transport Secretary
admitted that the Standing Committee was “a bit weak” and it was
not functioning as efficiently as it should. Although he had directed
in a meeting held in October, 1980 that the Standing Committee should
meet at least oncc a month it did not have any effect. The Com-
mittee are inclined to take a serious view of the virtual inaction of
such an important Standing Committee in the context of the need to
ensure adequate cargo support for Indian Shipping as a whole. The
Committee recommend that the Standing Committee should be activis-
ed and for this purpose it should be reconstituted associating with it
representatives of the Ministry of Commerce, Shippers and Shipping
lines besides those of canalising agencies at a sufficiently high level
and it should be presided over by the Secretary, Shipping and Trans-

port”,
Reply of the Government

A copy of the Resolution No. 55-AS0.1(6)|78, dated 17-2-1979
regarding setting up of Standing Committee referred to in above men-
tioned recommendation is reproduced below in Annexure I. Tt will be
-seen from Para 1 of the said Resolution that the Standing Committee
was set-up to achieve the objectives of securing better cargo support
for Indian ships from Government Department/Public Sector Projects
and Undertakings and ensuring better coordination between the Public
Sector Agencics. Indian Shipping Industry and the Chartering Orga-
pisation in the Ministry of Shipping and Transport. -

2. This Committee was set-up in pursuance of the decision taken -
-at the meeting held by the Finance Minister on 30th March, 1978 and
the relevant extracts from the Minutes of the said meeting are repro-
duced below :— :

“In so far as the transport arrangements being made by Public
Sector Agencies were concerned, it was agreed that there
was a need for greater coordination between the Indian
shipping industry and the public sector agencies who are
responsible for bulk cargoes. It was noted that even -

*
¢
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under the existing arrangerhents, the Transport Organisa-
tion of the Ministry of Shipping and Transports required
to be consulted by the Public Sector Agencies before fina-
lising their shipping arrangements. It was, however, felt
that it would be desirable if a standing coordination com-
mittee could be set-up to improve coordination and it was
accordingly decided that such a Committee would be
set-up by the Ministry of Shipping and Transport which
would have representatives of the Ministry of Commerce,
Ministry of Steel & Mines, Department of Heavy Industry
and representatives of the major public sector agencies
viz. STC, MMTC, SAIL, BHEL".

3. From the position stated apove and the terms of reference of
the Standing Committee as mentioned in Para 4 of the Resolution dated
17-2-1979 (Annexure I), it will be seen that the main function of
this Committee is to periodically review the position regarding ~ ship-
ment of Government owned|controlled cargoes for securing better
cargo support for Indian ships in respect of such cargoes and ensure
better coordination between public sector agencies, shipping industry
and the Chartering Wing (TRANSCHART) of the Ministry of Ship-
ping and Transport.

4. Although only four formal meetings of the Standing Committee
were held between February 1979 to February 1982, individual ship-
ping problems were discussed 'with the concerned ProjectsiUndertakings
and the Indian shipping companies from time to time. In fact,
TRANSCHART is in daily touch with the Indian shipping companies
and the major Public Sector Undertakings|/Projects mainly concerned
with the import and export of cargoes. .However, meetings of the
Standing Committee are now being held more frequently and 3 more
‘meetings of the Standing Committee were held between Mdtch and
August, 1982. The general policy of the Government to buy on FOB
and sell on C&F basis to the maximum extent possible so as to retain
control over shipment and enable utilisation of Indian vessels was
emphasised upon all concerned in the Standing Committec meetings
held from time to time and instructions to follow this policy have also
been reiterated to all the Ministries|Departments. All-out efforts are
made by the Chartering Wing (TRANSCHART) to arrangs shipment
by Indian vessels to the maximum extent possible and foreign vessels
are utilised only when suitable Indian vessels are not available in the
required position. It would be worth mentioning in this conngction
that in so far as shipments of Government owned!controlled cargoes
handled through Chartering Wing (TRANSCHART) of this Ministry
are concerned, the percentage share of Indian vessels increased from
40.60 per cent in 1980-8B1 to 49.69 per cent in 1981-82.
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5. As mentioned in para 3 of the Resolution dated 17-2-1979, the
Committee have .the power to co-opt the representatives of the other
Ministries|Departments|Public Sector Undertakings|Union Territory
administrations and Indian shipptng companies as and when necessary,

In accordance with this provision, the following DepartmentsiPub-
lic Sector Undertakings have been associated with the Committee in
addition to the original members mentioned in para 2 of the Resolu-
tion —

Ministry of External Affairs.

Ministry of Finance (BPE).

Ministry of Railways (Railway Board).
Cement Controller.

Oil & Natural Gas Commission.
Coffee Board.

Tobacco Board.

Markfed.

Projects & Equipments Corporation of India Ltd.
Steel Authority of India Ltd.

11. Bharat Electronics Ltd. -~

A e AT N o R

[y
e

It will be seen that the Ministry of Commerce, the Indian National
Shipowners’ Association and the canalising agencies have representa-
tives on this Committec. More members could be associated as and
when considered necessary. As the scope of the Standing Committee
is limited to providing better cargo support to Indian shipping com-
panies in respect of Government ownedﬁ:ontro]led cargoes being handl-
ed by the Chartering Wing (TRANSCHART), it is not considered
necessary to associate private shippers with this Committee. However,
suitable measures to encourage the Indian importersiexporters in the
private sector to give maximum cargo support to.Indian vessels are
under consideration separately.

6. As regards the recommendation that the Committee should be
presided over by the Secretary, Shipping and Transport, it may be
mentioned that there is already a ‘Transchart Review Committee’
headed by the Transport Secretary and comprising representatives of
almost all the main Ministries|Departments|Public Sector Undertakings
concerned wjth import and export of cargoes, the Shipping Corpora-
tion of India and . the Indian National Shipowners Association. A
statement indicating functions and composition of this Committee is
given below in Annexure-II. ' «
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‘While considering the setting up of the Standing Committee, it
was decided to have a smaller Committee at a slightly lower level of
Joint Secretary to discuss the shipping problems in greater detail from
time to time. ' '

_ Since there is already a ‘Transchart Review Committee’ headed by
the Transport Secretary and whose function is also to advise generally
on the steps to be taken by the Ministries|Public Sector Undertaking
and Projects to ensure proper co-ordination and to utilise Indian
tonnage to the maximum extent possible, it is felt that the ‘Standing
Committee’ may continue to be chaired by the Chief Controller of
Chartering as at present. However, the: mectings of the ‘Transchart
Review Committee’ and the ‘Standing Committee’ will be spaced in
such a manner that at least one meeting of the either committee is
held in every quarter to keep the position regarding utilisation of Indian
vessels under constant review.

[Ministry of Shipping & Transport O.M. No. CW-55 ASOI(24)!82
. dated 23-10-82].



ANNEXURE 1

Ministry of Shipping and Transport (Transport Wing) Resolution No.
55-AS01(6)|78, dated 17th February, 1979

The question of securing better cargo support for Indian ships from
Government Departments, Public Sector Projects and 'Undertakings
and ensuring better coordination between the Public Sector Agencies,
Indian Shipping Industry and the Chartering Organisation in  the
Ministry of Shipping and Transport (Transchart) has been receiving
the attention of Government of India for some time past and it has
now been decided to set up with immediate cffect a Standing Committee
to advise the Government on the measures to be taken to achieve the
above objectives.

2. The composition of the Committee will be as under :

1. Chief Controller of Chartering, Ministry of

Shipping and Transport, New Delhi —Chairman
2. A representative of Ministry of Commerce —Member
3. A representative of Department of Steel " o_
4. A representative of Department of Industrial
Development ”
5. Chairman, State Trading Corporation of India
Litd., New Delhi. .
6. Chairman, Minerals & Metals Trading Corpora-
tion of India Limited, New Delhi "
7. Chairmen Bharat Heavy Electricals Limited, New
Delhi. "
8. Executive Director (Bulk carrier & Tanker),
Shipping Corporation of India Ltd., Bombay "

9. Secretary General, Indian National Shipowners’
Association, Bombay. »

10. Shipping Co-ordination Officer, Ministry of
Shipping and Transport, New Delhi. —Secretary

49
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3. The Committee shall have the power to co-opt representatives
of other Ministries|Departments|Public Sector Undertakings|State
Governments|Union Territory Administrations or Indian Shipping
Companies as and ‘when necessary.

4. The terms of reference of the committee shall be :—

(a) to bring about better co-operation and co-ordination bet-
ween the Government Departments|Public Sector Projects
and Undertakings on the one hand and Indian Shipping
Companies on the other in order to secure economic rates,
timely shipments and maximum possible utilisation of
Indian ships ;

(b) to consider possible measures to maximise entering into
contracts on FOB|FAS terms for imports and C&F|CIF
terms for exports,

(c) to .examine specific p}oblems{diﬂicultics in securing shipp-
ing space or cargo and possible measures to be taken by
Government in this regard.

(d) to examine any other shipping problem brought to the
notice of the Committee by Government Departments'
Projects or Indian shipping companies.

5. The meetings of the Committee will be held as and when con-
sidered necessary.

ORDER

Ordered that a copy of the Resolution be communicated to all
Members of the Committee and other Ministries;Departments of the
Government of India.

Sd|-

(S. S. GILL),
Jt. Secy. to the Govt. of Indta,



ANNEXURE 11

Statement Indicating Functions and Composition of the Transport

Review Committee

FUNCTIONS

(1)

(ii)

to review periodically the activities of the Shipping Co-
ordination and Chartering Division in the Ministry of
Shipping and Transport ; and

to advise generally on the steps to be taken by the Minis-
tries, Public Sector Undertakings and Projects to  ensure
proper coordination in making shipping arrangements for
Government owned andlor controlled cargoes by liner
and chartered vessels and to utilise Indian tonnage to the
maximum extent possible.

COMPOSITION
(A) Chairman, Secretary, Ministry of Shipping & Transport.
(B) Mecmbers :

1.

Secretary, Ministry of Finance (Deptt. of Economic
Aflairs), or his representative, ‘ .

Financial Adviser to the Ministry of Shipping and Trans-
port or his representative.

Secretary, Ministry of Agriculture and Irrigation (Deptt.
of Food) or his representative.

Secretary, Ministry of Agriculture and Irrigation (Deptt.
of Agriculture) or his representative.

* Secretary, Ministry of Supply & Rehabilitation (Depart-

ment of Supply) or his representative.
Secretary, Ministry of Commerce or his representative.

Secretary, Ministry of Steel & Mines (Deptt. of Steel)
or his representative.

Secrctary, Ministry of Energy (Deptt. of Coal) or his
representative.

Secretary, Ministry of Petroleum or his representative,

N
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10.

11.

12

13.

14. .

15.

16.

17.

18.

19.

20.

52

Secretary, Ministry of Chemicals & Fertilizers or his rep-
1esentative.

Director General of Shipping, Bombay or his representa-
tive.

.Chairman, Food Corporation of.India or his representative.
Chairman, State Trading Corporation, or his representative.
Chairman, M\M.T.C. of India or his reprtsentative.

Chairman, Indian Oil Corporation Ltd., New Delhi or his
representative,

Chairman, Stecl Authority of India Ltd.,, New Delhi or
his representative. "

Chairman, Hindustan Petroleum Corporation Ltd., New
Delhi or his representative. .

Chairman, Shipping Corporation of India Ltd., Bombay
or his representative.

The President, Indian National Shipowners’ Association,
Bombay or his representative.

Chief Controller of Chartering (Member Secretary).

(C) The Committee shall have the power to co-opt representatives

of other Ministries/Departments|Public Sector Undertakings as
when necessary.

and



CHAPTER 1V

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE
COMMITTEE

Recommendation Serial No. 23 (Part II, Paragraph-23)

Agenis are engaged by the Shipping Corporation for handling work
on their behzif in all ports (about 350) except in ports of Bombay,
Calcutta, Port Blair and Mombasa. The Committee feel, that there is
no strong justification for continuing the agency arrangement in Indian
ports. When railways, which also faces severe competition in high rated
freight traffic from road trimsport, could manage cargo booking on its
own, the Committee do not see any reason why a beginning should not
be made in extending the departmental handling of Shipping operations
which are now confined to only the ports of Bombay, Calcutta and Port
Blair. Though the cost of establishing an office may be more then the
agency commission paid, the passibility of the Shipping Corporation’s
own office augmenting revenue more than offsetting the increase in cost
cannot be ruled out. This aspect therefore, deserves serious rcthinking.,

Reply of the Government

It is an international practice for shipowners to entrust agency
functions at the ports of call of their vessels to wgency firms who are
specialised in this field. Generally, it is not economigal for a shipping
company to maintain its own office establishments at all ports of call.
To keep down the cost, therefore, the functions such as booking of
cargocs, attending to the requirements of vessels whilst in the port such
as arranging of provisions and stores, arranging of repatriation and
hospitalisation of crew etc. as also the supervision of cargo handling
operations, are handled through agents.

2. For maintaining SCI's office establishment, a minimum office
staff has to be engaged and continued. This minimum strength is not
linked to the volume of business handled at the port. Further the call
of vessels at the port may not be frequent or adequate in which case
the staff maintained remains idle, and the overheads continue to be
incurred despite lack or inadequacy of business. Agency zrrangement
enables a shipowner to reduce his overheads. Again, zn agent can
service a number of owners which minimises the cost of services pro-
vided by the agent and in turn he is able to provide his service on
competitive basis.
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3. Booking of bulk cargoes, dry and oil, is done through a panel
of brokers abroad and in India, who with their direct contacts with
shippers|charterers and easy access to shipowners through an efficient
communication system are able to offer shipments at favourable freight
rates.

4. Further, Transchart, which is the chartering wing of the
Ministry of Shipping and Transport and which coordinzates all Indian
Government and Public Sector cargoes, also approaches Indian ship-
owners for supply of tonnage to move these cargoes.

5. The transportation arrangement for import of the country’s crude
oil and oil products are co-ordinated by the Government of India’s Oil
Co-ordination Committee. The rates are agreed to between the ship-
owners and the oil companies on whose account the oil is imported.

\ .. . .. .

6. All this is done at SCI's Head Office where the decision making
round-the-clock communication system, expertise etc. are well placed
and centrally organised.

7. Therefore, in the case of booking of bulk cargoes and cugmenting
the revenue, neither the Agents at different ports have much role, nor
is the establishment of a branch for this purpose really necessary,

[Ministry of 'Shipping and Transport O.M. No. SW|SYO(II)-71|82,
dated 14th January, 983}

Comments of the Committee
Please see Paragraph 17 of Chapter I of the Report.

Recommendation Serial No. 25 (Part IL, Paragraph 25)

The Committee went into the agency and the contract arrangement
at Madras in some detail. At this port one concern, namely M!is. K. P. V.,
Sheikh Mohammed Rowther and Co. (Pvt.) Ltd.,:is the agent of the
Shipping Corporation since inception (1961). It is also acting as con-
tractor for stevedoring since inception (1961) and victualling since
1973. Whereas there was no tender for settling the agency arrangement
at any time contracts for stevedoring and victualling were not renewed
by inviting tenders regularly but were contained by negotiations. Further,
this concern has also been receiving substantial payments for ship repair
work awarded to its sister concern. The total payments for agency func-
tion, stevedoring victualling and ship repair were of the order
of Rs. 259.56 lakhs during the year 1980-81. Besides these, the concemn
has also been awarded contracts for various other items and considera-
ble payments have been made to it. In no other port one part has been
engaged for a combinztion of functions like this. The Committee are
strongly of the view that it is not a healthy practice to combine the
agency function with any other function in relation to shipping as no
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independence check on behalf of the Shippmg Corporation will be
possible. As it is there is not even a skeleton shore establishment in
Madras although such establishments have been set up even rccently
at Singapore and Cochin to supervise the wark of the agents.

Reply of the Government -

As per the cxisting procedures adopted in SCI, the arrangegents
inrespect of purchases of various items of stores and provisions as also
the services of recurring nature involving substantial out-go of money
arc fixed on a contract basis, after inviting tenders by the head office.
Generally, these contracts cre fixed for a period ranging from 1 year to
3 years depending upon the items of purchases and nature of services.
For renewal of the contracts, prior to the expiry of contract period, a
market survey is undertaken to ascertain the fresh competitiveness of
prices|rates ‘availed under contracts and if it is found that by fixing
fresh contracts more economical rates could be obtained, then tenders
are invited to finalise new contracts. The running contracts are however,
either extended or renegotiated if market survey reveals that no
reduction in rates could be possible. '

2. Experience in finzlising such contracts in Madras has however.
shown that either no parties other tham M/s. K.P.V.S. quote rates or
rates quoted by MJs. K.P.V.S. are found to be competitive. The economic
considerations in finalising these contracts cannot also be overlooked
completely, in the commercial interest of the Corporation. Moreover,
it is being ensured that payments in respect of supply of serviees are
settled strictly in accordance with contract rates|terms.

3. The opening of branch offices at Indian ports where S.C.I. ope-
rates through the shipping Agents or to depute S.C.I. representative
at such ports, is under constant review on the basis of the volume of
work as also econontic/commercial consideration.

[Ministry of Shipping and Transport O.M. No. SW|SYO(II)-71|82,
' dated 14th Janucry, 1983)

Comments of the Commiittee
Please see Paragraphs 22 and 23 of Chapter I of the report.

Recommendntion Serial No. 26 (Part-II Paragraph-26)

The question of setting up a full-fledged office of Shipping Corpora-
tion at Madras to eliminate the agency arrangement has come up at the
Consultative Committee Meeting of the Ministry from time to time. The
Consultative Commniittee have been informed (December, 1981) that it
was economical to have the agency arrangement as the cost of setting
up of an office would be Rs. 54.97 lakhs per annum as agzinst the
agency Fee of Rs. 33.00 lakhs. Earlier, in a communication dated
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21 May, 1981, the Ministry has intimated to the Committee on Public
Undertakings, inter-alia, that it would cost Rs. 35.83 lakhs per cnoum
to set up an oflice at Madras. Explaining such huge difference in the
computation of cost within a period of about six months a representative
of the Ministry told the Committee that the earlier, assessment was
besed on the handling of cargo during 1978-79 and the revised estimate
of December 1981 was after updating based on the tonnage handled
during 1980-81 and taking note of new development, however, the
Committee note that almost at the same point of time when the cost
was intimated (21 May 1981) to. the Committee as Rs. 35.83 lakhs, the
Consultative Committee were informed (7th May 1981) that the cost
worked out to Rs. 57.59 lakhs for 1978-79.

Thus; there was wide divergence in the cost estimates based on the
handling of cargo in same year viz. 1978-79 and given almost at the
same point of time (May 1981) to this Committee and the Consultative
Committee. The Committee, therefore, can not resist a feeling thut there
was an attempt to comehow make it apear that it was uneconomical to
open an oftice at Madras. In this connection the Committee find that
the Ministry did not check the cost estimates at any time znd it was
only when the Transport Secretary appeared before this Committee, he
promised to look into the two sets of figures.

Reply of the Government

It is true that on three different occasions the Ministry has given
three sets of figures in connection with the setting up of a full-fledged
office of SCI at Madras in order to do away with the Agency arrange-
ments. The three sets of figures as given by the Ministry are :—

(M) Rs. 57.59 lakhs given to the Consultative Committee on
7th May 1981.

(ID) Rs. 35.83 lakhs given to the Committee on Pubhc Under-
takings on 21-5-1981, and

(1IN Rs. 55.97 lakhs given to the Consultative Committee on
22-12-1981.

2. As promised by the Transport Secretary durlng the evidence
before the COPU these figures have been looked into. The rcsult of
this scrutiny is as follows :—

The first figure of Rs. 57.59 lakhs given to the Consultative Com-
mittee on 7-5-1981 was derived by the SCI from the figures of cargo
handling and administrative and establishment expense incurred on
Calcutta Office during 1978-79. The Calcutta Regional Office of SCI
during 1978-79 mcurred an expenditure of Rs. 154.35 lakhs and in
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terms of revenue tons it handled a cargo of 7.88 lakhs tons. The per
ton cost of the cargo handled by the Calcutta office for the year 1978-79
was, thus, Rs. 19.59. During 1978-79 the Shipping Corporation handled
a cargo of 2.94 lakh tons at Madras. Based upon the per ton handling
cost of Calcutta for the year 1978-79, the cargo handling cost at Madras
was, therefore, computed as Rs. 57.59 lakhs (19.59 X 2.94). This pre-
rata projection of the per ton handling cost of Calcutta office during
1978-79 to compute the handling cost of Madras during 1980-81 cannot
be considered as truly representative cost estimates, because the base
year of the handling cost was changed from 1978-79 to 1980-81 without
providing for the normal escalation in the handling cost and the cargo
throughput. Further the nature of cargo handled at Calcutta is of diverse
type as compared to Madras. In short the SCI estimate of Rs. 57.59
lakhs can be categorised as a broad indication of the ‘expenditure
involved and not a'detailed one taking into account various implications.

The second estimate of Rs. 35.83 lakhs had been given to the COPU
on 21-5-1981 based upon the cost estimates furnished by SCI in March
1981 for opening a Branch Office at Madras. Scrutiny of these estimates
reveals that SCI did take into account the expenditure on vatious items
such as salaries of Managers and staff, office rent, office equipment,
electricity, power, insurance, Municipal taxes, rental of residential flats,
car maintenance tclephones and telex etc., while projecting the estimate
of Rs. 35.83 lakhs. However, this expenditure estimate was relcted to
the actual cargo handled in 1978-79 even though the estimates were
furnished by SCI in March 1981. This could be deemed as an error.
It should have been possible to base estimates on the cargo handled in
1979-80 or even 1980-81 as certain figures should have been zvailable
by that time. Estimates based on 1978-79 cargo figures have resulted in
depressing the estimates because these were not updated to conform to
the cargo estimates for the year 1980-81 and to that extent were some-
what unrealistic. It is regretted that the Ministry pzssed on these esti-
mates of SCI without petting them up-dated.

The third figure of Rs. 55.97 lakhs was given to the Consultative
Committee on 22-12-1981 based upon the information furnished by
the SCI on 16-12-1981. A scrutiny of these figures reveals that the
earlier figure of Rs. 35.83 lakhs given to the COPU on 21-5-1981 was
updated by the SCI to the base yezr 1980-81. The cargo handled at
Madras increased to 3.53 lakh tons as compared to 2.94 lakhs tons in
1978-79. In this estimate SCI retained the same items of sxpenditure,
but the cost estimates underwent an upward revision by Rs. 20.14 lakhs
due to increased cargo through-put. The strength of the staff wis pro-
jected at 123 instead of 81, resultinf in an increase of approximately
Rs. 17 lakhs on salaries and wages alone. The office rent was escalated
by 1/3rd and similarly other items of estimated expenditure were also
revised upwards sccounting for the balance increase of approximately
Rs. 3 lakhs. It was under these circumstances that the estimate of
Rs. 35.83 lakhs furnished to COPU on 21-5-1981 was changed by the
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SCI to Rs. 55.97 lukhs within a period of 7 months. These estimates
zs indicated in the Apnexure placed below have been certitied by the
SCI as realistic. All components of expenditure estimates have been
provided for by the SCI as per the stafling pattern followed by them
in the opening|running of their offices. These estimates also take into
account the cxpenditure on the operation of the new Madras—Japan
service which was started in ﬂ4°‘pril 1980 (now discontinued), the increased.
incidence of contzincr traffic and extensive liaison work with Madras
Refinery for tasker operations. In addition expenditure on internal
audit, technical scrvice, supply of spares and provisions which was
omitted in earlier estimates has also been provided for. These estimates
were also passed on by the Ministry to the Consultative Committee.

3. The Ministry has been hitherto accepting the cost estimetes
furnished by the SCI. The information with which was supplied by the
Mlmstry to_the Consultative Committee and the COPU on different
occasions was based on the cost estimates furnished by the SCI from
time to time. The figures furnished by the SCI were relied upon and
conveyed without an in depth analysis at this end. However under the
directions of the COPU, the Ministry has now examined. the case in
more detail. It is unfortunate that SCI has caused avoidable incon-
venience to the COPU by making estimates from time to time which
lacked consistency and suffered from some other infirmities. For
example in the third estimates of 22-12-1981 for Rs, 55.97 lakhs the
staff has been increased considerably. The corresponding increase in
the requirement of office space has not been taken note of. Likewise it
is difficult to explain how an estimated expenditure of Rs. 36,000 p.a.
on car maintenance has been stepped up by 100 per cent, within a span
of 7 months. These deficiences have pointedly been brought to the notice
of SCI management. They have been directed to exercise greater care in
the preparation of estimates of expendlture and guurd against recurrence
of such lapses in future. However it may be mentioned that the Ministry
has by and large to accept the staffing patterns proposed by SCI, in the
light of SCI's commercial judgement.

4. It may all the same be clarified that there wzs no malafide attempt,
at any time, by the Ministry to mislead the COPU and the Consultative
Commiittee of Parliament on this subject. The inconvenience caused to
the Committee on Public Undertekings, as a result of this lapse, is
déeply regretted end an apology is offered.

5. This issues with the approval of Secretad (Transport).

[Minjstry of Shipping and Transport O.M. No. SW|SYO(II)-71|82,
dated 10th February, 1983]



ANNEXURE |
Expenditare on staff and othur items on opening of $CI's Office at Madms taking

1978-79 as the base year
(A) Expenditure staff category No. - Salarigs, allowances
- and computation of
- cost of leave, gra-
tuity, medical, LTA
and fringe bencfits
(Per Months)
! (Rupecs)
Manager 1 5,840
Joint Manager B3 5,330
Deputy Managers( .lumot) 3 13,800 °
Assistant Managers . . 5 19,770
Junior Officers 9 27,090
Section Heads . 7 20,650
Assistants including Recepuomst . 29 08,440
. Stenos . . ‘ 4 L 9,440
Telex Operators . 2 4,720
Typists 5 11,860
Pcons . 7 11,730
Chauffers . . 3 6,240
Watch/Ward(3) and Sweepers(Z) ‘5 5,000
81 2,09,910
- T w
For one year . . . . 25,18,920 (A)
(B) Annual Recurring Administrative Expenditure
) . . (Rupees)
Office rent for about 12650 sq.ft @Rs.3 p.m. per sy. ft. . . 4,55,900 )
Office equipment, Aurcondttxonmg, Llectncuy, water, msurunoc,
repairs etc. ' 3,55,600
Municipal taxes . . . L 75,900
Residential flats 6-—-rcntcl . . . . . 1,12,800
Garages 6—rontal . . . . . . 9,600
Car mainténance (6 cars) . - . . . . 36000
Rental of two telex machines . . . 8,400
Telopones . . . . . . 10,200
- 10,63,900 (B)
e —————————
Total annualcost (A)+(B) . 35,82,820
or Rs.35,83 lakhs
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ANNEXURE I

The details of estimated expenditure on the oge

ning of SCI's office at Madras takmg

1980-8! as the base year
Per Annum
— R .
Salatles/Wages elc. Rupees
1. Salaries/Wages etc. including perquxsltes such ‘as Residential
accommodation, cars etc., for about 123 staff members as pcr . )
enclosure: . \ i 42,00,000
2. Office Rent for at out 126$0sq ft. @Rs 4/ p.m persq ft k 6,07,000
3. Office equipment, curcondltlomng electnclty. Water, insurance
repairs etc. . 3,90,000
4. Municipal Taxes . * . 83,000
5. Residential F]ats—G—Rental 1,24,000
Garages—6—Rental 11,000
6. Car maintenance 6-—Cars 72,000
7. Office stationery, printing ubout Rs. 18 000/-p.m . 18,000
8. Conveyance—Miscellaneous expenses 12,000
9. Depreciation on furniture & Fixture' 80,000
. 55,97,000
" Rank o No. of Emoluments _ Total Total
Persons (Rupees) amount -amount/per
per month year
_ (Rupees) (Rupees).
1 2 3 4 5
R.D. 1 6,140 6,140 73,680
Manager . 1 5,840 5,840 70,080
Joint Manager 5 5,500 27,500 3,30,000
D.M. (Sr.) 5 5,083 25,415 3,04,980
D M (Jr) 7 4,683 32,781 3,93,372
A 7 3,954 27,678 3,32,136
Jo ! 10 3,000 30,000 3,60,000
S.H. 12 2,500 30,000 3,60,000
Assistant 36 2,350 84,600 .. 10,15,200
Dapthary 6 1,800 ¢ 10,800 1,29.600
Peons 12 - 1,300 21,600 2.59,200
Dﬂvets - 4 1,800 7,200 86,400
. : 8 2,350 18,800 2,25,600
Tolox/Tolophone Opemtors 6 2,350 14,100 1,39,200-
Steno 3 2,500 7,500 90,000
123 349,954 41,99,448
e Say Rs.42 lnkhs_‘
Comments of the Committee

Please sce Paragraphs 22 and 23 of Chapter I of the Report.
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Recommeidaiion Serial No. 27 (Part I, Paragraph-27)

The agent in Madras handled on behalfl of the Shipping Corpora-
tion collection of revenue to the extent or about Rs. 11 crores and
defrayal of expenditure to the extent of Ks. ¥ crores per annum., it
is significant to note that the. deductions made in the biils suomitted
by tnes agent, as a result to international audit, were as aigh as 13 to
16 per cent in respect of recpairs work., Complaints hav: aiso been
received against the partly by the Ministry irom responsible  men.
Further, compensation claims outstanding auring 198U-81 at Madras
were of the order of Rs. 98.97 lakhs (Rs. 102.1Y lakhs in  1979-80).
All these reflect badly on the working of the agent.

Reply of the Government

The Shipping Corporation of India has certified that repair bills
of all workshops 1n India and abroad are caretully scrutimsed  and
deductions are inveriably made betore the final price is negotiated.
The reductions in repair bills from Madras fall in Lac with the general
practice and the percentages of deductions are by no means unusual.

2. The revenued in respect of oil cargoes discharged at Madras

. by SCI's tankers are oa indian Oil Corporations’ account who pay

their freight directly to the Shipping Corporation. Likewise, in respect

of the bulk cargoes like iron ore, fertilizers etc. loadeddischarged at

Madras by bulk carriers, for freights are collected directly from  the
Charterers like MMTC., Food Corporation of India Ltd. etc.

3. No commission on ireight earnings of bulk curviers and tan-
kers is paid to Agents bccause ircight amounts are directly collected
by SCI from the Charterers viz. MMTC.,, 10C ctc. In respect of these
categorics of vessels what is paid to the Agents is only the agency
fee for attending to them when they call Yt their port.

4. Only running repairs for SCi's bulk carriers and taniers are
undertaken at -Madras. Adequate repair facilities are not cvailable at
Madras for carrying out any major repair work to many oi 5CT's large
size bulkjcombination carriers and tankers.

+ [Ministry of Shipping and Transport O.M. No. SW SYO(1I)-71{82,
’ dated 14-1-1983].

Comments of the Committee
Plcase see Paragraph; 22 and 23 of Chapter I of the Report.
Recommendation Serial No. 28 (Part 11, Paragraph-ZS)

In view of the foregoing thc Committee are not in a podition

to approve the present arrangement .in Madras based on the centrali-

»sation of various functions in one concern. It is not safe to leave all
32 188/82—6 :



-

62

these functions in the hands of a private company especially when
Madras accounts for the highest quantum of cargo of Shipping Cor-
poration in the Country. It is regrettable that there is not even a small
shore establishment hcaded by a fairly senior officer in Madras to
supervise the work of the agent and the contractor. The Committec
are therefore, of the opinion that the commercial interests of the
Shipping Corporation .demand a full-fledged office in Madras. If,
however, for any reason there is delay in opening such an office the
least that should be done in the meantime is to sce that the agency
functions is allotted to a party not concern with another functions
relating to shipping. .

- Reply of the Government .

It is an international practice for shipowners to entrust agency
functions at ports ot call ot their vessels to agercy firm who are spe-
cialised in this field. Generally, it is not economical for a shipping
company to maintain its-own office establishments at all ports of
call. To keep down the cost, therefore, functions such as booking of
cargoes, attending to the requirements of vessels whilst in the port,
arranging of provisions and stores, arranging of repatriation and hos-
pitalisation of crew etc. as also supervision of cargo handling opera-

tions, are handled through agents.

2. For maintaining SCI’s officc cstablishment at Madras a mini-
mum office stafl has to be engaged. This minimum, strength does not
remain strictly Jinked to the volume of business handled at the por.
Further, the call of vessels at the port may not be frequent or ade-
quate in which case the staff maintained would remain idle, and the
overheads would continue to be incurred despite lack or inadequacy
of business. Agency arrangement enables shipowner to reduce his
overheads. Further, an agent can service a number of owners which
minimises the cost of his services and, in turn, he is able to provide
his services on competitive basis.

' 3. The question of opening of branch offices at Indian ports
which SCI operates through the shipping agents, vis-a-vis deputing of
SCI's representative at such ports is under constant review on  the
basis of the vulume of work as also economicalconunercial consider-

ation.

inistry of Shipping and. Transport O.M. No. SW:SYO(I-71/82,
™M ry: PPIE dated 14-1-1983].

Comments of the Committee
Please see Paragraph 22 and 23 of Chapter I of the Report.
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Recommendation No. 31 (Part Il, Paragraph-31)

There is a case for detailed cost study of the operation of the
Shipping Corporation. The Committee recommend that this should
be entrusted to an independent agency like BICP in consultation with
the BPE. Thc cost study should also include a review of the staffing
pattern with a view to evolve suitable norms.

Reply of the Government p

All operations which the Shipping Corporation undertakes are
thoroughly evaluated before they arc undertaken.

2. In respect of all fixtures madc for bulk .carriers and tankers
either on voyage|time charter or on Contract of Affreightment basis,
‘the estimated results are calculated and gone into by th: management

fully.

3. Every time of direct and indirect expenditure which is amen-
able to control, under. goes rigorous system of evaluation,

4. In the case of every dry dock proposed, quotations are called
for from various reputed shipyards and are carefully scrutinised. The
rates are thereafter negotiated and the contract awarded to the most
economical and suitable shipyard, keeping in view the quoted cost of
repairs, cost of ballasting and costs relating to the period ol lay-up.
SCI also endeavours to carry out maximum amount of maintenance!
repair by the ships’ stafl themselves during the voyage itself.

5. Spare parts are purchased from abroad on the basis of com-
petitivé quotation received and at a minimum level required ior safe
operation of the ship. In case of purchase from indigenous sources,
the offers are.technically scrutinised, audited and orders are placed by
a Committee of authorised officers.

6. Fuel costs are controlled in the following manner :—

(i) Entering into long-term bunker contracts with major sup-
liers to ensure supplies at foreign ports and where con-
tracts are not entered into, purchases arc generally decided*
after inviting quotations. Control is also cxercised by
deciding most economical ports for lifting. bunl:crs with
due regard to Commerciali Technical Considerations.

(ii) Taking measures like mopitoring bunker consumption of
ships, operating vessels at optimum|minimum specd, modi-
fy propellers to improve engine performance ctc.. towards
minimising expenditure on fuel
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7. In the case of handling of bulk cargoes at ports of loading and
discharging, there are no stevedoring expenses invelved since the
shipments are generally made on Free in and out (FIO) terms.

8. The Shipping Corporation, over the years has also developed
a cadre of personnel capable of analysing different aspects of costs.
‘expenditure and suggesting measures towards jninimising these. Not-
withstanding the acute shortage of manpower, every operation s
conducted under system where Cost Cnnscmuqnm is inbuilt. -

[Ministry of Shlppmg and Transport O.M. No. SW iSYO(T)-71/82
Dated 14-1-83.]

Comments of the Committee

Please see paragraph 29 of Chapter [ of the Report.
Recommendation No. 32 (Part-11, Paragraph-32)

The cargo handling cost is the largest single component of the
operuting expenses. A comperative picture of cost_of handling cargo
at the ports of Bombay, Calcutta, Madras und Cochin furnished to
the Committec revealed that the handiing charges at Calcutta were
very high. The statistics of port delays that contributed to-the slow
turn round of ships enhancing the cost of operation reveaied that
there was maximum dday in Bombay port during 1979- 82. Unless
the cargo handling cost in oll the ports is put on a fairly uniform
basis there can be no powblhty of diversitying the shipping with a
view to ease the congestion in Bombay Port. This aspect, therctore,
deserves. scrious consideration. »

Renly of the Govenunent

“1a the past, thg 1.1tcs at the older ports hm Bombay. Calcutta
and Madras developed historically over the years without any direct
relationship with the costs of the specific services rendered. In  the
case of the mewer ports like Kandla, New Mangalore and Tuticorin
the rates were fixed on a comparative basis, with referw ¢ to the
rates prevalent at he neighbouring ports.

2, The Ma}or Port’s -Conunission had uxammed in 1970 the
effectiveness of the system of rates and charges,, then in vogue at the
major ports, to produce a level of earnings to mect the fotal costs
(including depreciation) on which viability of the ports depend. They
recommended that along with the cost considerations, the ability of
the traffic to bear the charges, which may vary from commodity to
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commodg'ty, should also be taken into account. In the case of low value
commodities, the ports should recover atleast the direct or actual
costs of handling the commodities without any provision for depreci-
ation or overheads. These cost constituted the floor in the rating
system. For commodities of higher value and comparatively smaller
in bulk, higher rates may be prescribed on the principle of ‘what the
traffic can bear’ which would tonstitute ceiling in the rating system.
The actual rates for various commodities should range between these
two limits, viz. the direct costs and the ability of traffic to bear, and
be so fixed as to realise revenue adequate to cover the total cost of
the port and yield a proper return. The Government had accepted
this recommendation and the ports were advised to follow it,

3. Comprehensive review of port finances and tariffs was under-
taken by the major ports in 1975. Efforts were made to revise the
tariff structure in such a way that the charges bare to extent possible
a direct relationship to the cost of providing services and facilities,
Each sub-service under each principal activity was deemed to be a
cost centre and an effort was made to match the income with the
cost in each case.

4. THe study of the rates structure of the Major Ports was en-
trusted in 1981 to the Bureau of Industrial Costs and Prices, which
has since submitted its report which is under consideration of Gov-
ernment. ' N

5. The port rates and charges are fixed after detailed deliber-
ations by the Trustees at the Board meetings. The varibus user interests
like Chzmbers of Commerce, shipping industry, shippers, clearing
and forwarding agents and agencjes like MMTC, STC, 10C, FCI, etc.,
are represented on the Port Trust Boards and their views are taken
into account before decision is taken by the Board.

6. The rates and charges at each port depend upon various fac-
tors such as local conditions and nature of operations, traflic pattern
at that port, cost of the service and capacity of the trade to bear.
Since these factors differ from port to port, there is no uniformity
in the rates and charges of different ports.

) 7. Cargo handling rates at the Major Ports form a small portion
of total cargo transportation costs incurred by the shippers, and

therefore, congestion in Bombay Port cannot be eased merely by

bringing uniformity in cargo handling costs in all the ports.

8. As regards container handling, the Committee which  was
constituted by the Government to examine the container handling cost

32 Lss/82—17
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at various ports and suggest a uniform rate for handling containers
at various ports, has submitted its report. This is under consideration
of the Government.

[Ministry of Shipping and Transport O.M. No. SW|SYOU1)-71|82
Dated 14-1-83.]

Comments of the Committee
Please see paragraph 29 of Chapter I of the Report.



CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL
REPLIES OF GOVERNMENT ARE STILL AWAITED

Recommendation Serial No. 17 (Part II, Paragraph 17)

. The Shipping Corporation operates 4 passenger-cum-cargo ser-
vices, viz.,, Madras-Malaysia-Singapore, = Rameswaram-Talaimannar,
Mainland-Andaman Nicobar Islands and Mainland-Lakshdweep Is-
land. The Corporation has been losing in all these services. Of these,
the latter 3 arc operated on non-commercial consideration as per
specific directive from the Government. Although earlier the Corpo-
ration was reimbursed fully the excess of expenditure over income on
these services it was stopped subsequently. It was finally decided that
so long as the Corporation made overall losses Government would
reimburse 80 per cent of the loss on the Mainland-Andaman Islands
and Mainland-Lakshadweep Islands services alone. The annual losses
on these two services are about Rs. 8 crores. The Committee are of
the view that wherev® government specifically direct the Shipping
Corporation to operate unremunerative services subsidy equal to the
losses should be given in order that it may help. the Corporation to
maintain those services well in public interest and also generate some
internal resources. In this connection, the Committee wish to place
on record the impression of their Study Group which visited Madras
that the mainténance of a ship operated in the Madras|Andaman
sector was to say the least very poor.

Reply of the Government

Out of the 4 passenger-cum-cargo services, the Rameswaram-
“Talaimannar service was operating at a loss till the year 1979-80. 1t
has since turned the corner on account of increase in passenger traffic
and is now being run by the SCT at a marginal profit as indicated

below:—

1980-81 . . . —Rs. 10.11 lakhs
1981-82 . . —Rs. 30.28 lakhs
1982-83 . . —Rs. 29.23 lakhs (estimated)

2. The Committee have expressed the view that wherever Gov-
ernment specifically direct the SCI to operate unremunerative services,
subsidy equal to the losses should be given in order that it may help
the Corporation to maintain those services well in the public interest
and also generate some internal resources.
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.. 3. In this connection it may be stated that this Ministry had con-
sidered this matter in the past in regard to Andaman and Lakshadweep
shipping services being operated at a loss by the SCI, at the instance
of the Government. The Cabinet had then decided that 80 per cent
of the losses incurred by the SCI on the Mainland Andaman and
Mainland Lakshadweep services may be reimbursed to the Company
if anq when it was in overall loss. In other words, the SCI was not to
be reimbursed any losses in the year in which it earned over-all profit.
The matter was again considered in consultation with the Ministry
of Finance, at the Minister’s level, for subsidising the losses to SCI in
the operation of these services at least to the extent of 50 per cent,
delinked from the over-all profitability of the company. The Minister
of Finance, however, observed “that the grant of 80 per cent subsidy
on these services during 1977-78 to 1979-80 when SCI incurred
losses, was a part of the total financial rescue operation put in by the
Government in its crisis years. Now that SCI is again earning profits,
there is obviously no need to continue this subsidy. SCI has a well
diversified fleet and is running certain highly remunerative services.
It should not be difficult, therefore, for it to subsidise its losses on
the Andaman-Lakshadweep services in line with the general policy
of the Government, which is more relevant than ever in the present
economic situation.” It was added that there should be no reluctance
on the part of the SCI to providelimprove these services. These ser-
vices have been entrusted to the SCI by the Government for fulfilling
its social obligation and SCI have to operate these in an efficient
manner. In the light of the specific recommendation, the matter is
being taken up with the Ministry of Finance once again.

4. The Study Group of the Committee visited “MV Andaman”
at Madras, which is a,25 year old ship, soon after the passengers had
disembatked at Madras and the ship then required cleaning up. The
ship was then on its last vovage prior to lay-up for APS at Calcutta
in early December. 1981. After the above survey and necessary re-
pairs had been carried out, the condition of the ship improved and
no complaints have been received.

[Ministry of Shipping and Transport O.M. No. SWISYO(I)-71(82
Dated 14-1-83.]

" Recommendation Serial No. 33 (Part I, Paragraph 33)

The net foreign exchange earnings|savings as worked out by the
Shipping Corporation were Rs. 101 crores in 1978-79, Rs. 160 crores
in 1979-80 and Rs. 200 crores (estimated) in 1980-81. These look
impressive but the Committee would suggest that the basis for the
computation of indirect foreigy exchange eamingssavings should be
serutinised by the Department of Economic Affairs and the Reserve



69

Bank of India and sSpecifically approved by them so that there could
be a uniform basis.

Reply of the Government

The basis for the computation of SCI's contribution to India’s
Ba(liz;nce, of Trade, as furnished by the Corporation are given as
under :—

(i) Earnings

The operating earnings of the Corporation can be broadly cate-
gorised as under :—

(1) Actual collections in foreign currencies.

(2) Actual collections from bilateral countries where trans-
actions are in rupees.

(3) Collection in Indian rupees in respect of overseas services.

(4) Rupee earnings in respect of coastal trade.

- Items (1) and (2) are considered as direct foreign exchange
earnings and item (3) is treated as indirect foreign exchange saving
on the assumption that if an Indian Line were not to operate, these
freight earnings would have been repatriated out of India by foreign
shipping companies. On this basis, the entire operating earnings with
the exclusion of coastal trade earnings, has been treated as a foreign
earning and saving.

(ii) Expenditure

All direct or indirect operating expenses and charter hire outgo
acutally incurred|disbursed in foreign currencies as well as payments
to bilateral countries have been treated as forejgn exchange outgo. In
addition, direct operating expenses incurred in Indian ports, excepting
on bunker, have been treated as indirect foreign exchange outgo on
the assumption that, if a foreign shi})é)ing line were to operate, the
freight earnings in Indian ports would have been repatriated out of
India only after making disbursements for direct operating expenses
in Indian Ports. As regards bunker, it has been assumed that the bun-
ker lifted in Indian Ports by foreign operators would be insignificant.

The above position was brought to the notice of the Ministry
of Finance (Deptt. of Economic Affairs) and they were requested to
approve the basis adopted by the SCI in consultation with the Reserve
Bznk of India.
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_ The Ministry of Finance have informed us on 3-2-83 that the
matter is still under their examination in consultation with  the
. Reserve Bank of India. After a final view is taken in the matter by
the Ministry of Finance, the SCI will be instructed to adopt the same
for working out their met Foreign Exchange earnings.

[Ministry of Shipping and Transport O.M. No. SW|SYO(I1)-71|82
dated 7-2-1983.]

NEwW DELHI;
April 5, 1983, 1
Chaitra 15, 1905(S)
MADHUSUDAN VAIRALE,

Chairiman
Commmee on Public Undertakings



APPENDIX

(Vide Para 3 of Introduction)

Analysis of Action Taken by Government on the recommendations

1L

L

1v.

v‘

-contained in the Forty-third Report of the Comimittee on Public
Undertakings (Seventh Lok Sabha).

Total number of recommendations made . . . . 34

Recommendations that have becn accepted by the Government (vidé
recommendatinons at S. Nos. 1, 2, 3, 4-6, 7, 8-10, 11, 14, 15, 16, 18-22,

24,29, 30 and 34) . . . . . 23
Percentage to total . . . . . . . . . 67.6%
Recommendations which the Committee do not desire to pursuc in view ol‘ N
Government’s (Lphes (vide tecommendations at S. Nos. 12and 13) 2
Percentage to total . . . . . . . . ., 5.9%

Recommendations in respect of which replies of Government have not been

accepted by the Commmee (wde recommend:mons at S NOS 23, 25-28 31

and 32) .

Percentage to total . . . . . . . . . 20.6%

Recommendations in respect of which final replies of Govumment are still
awaited (vide recommendatlons atS. Nos. 17and 33) .

Percentage to total . . . . . 5.9%

n

MGIPRRND—32 LSS/82—V-D/S—10-4-1983—1,128,



	001
	002
	003
	005
	007
	008
	009
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081

