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WORKING GROUP REPORT ON SHIPPING AND IWT

1. SHIPPING SECTOR
11 INTRODUCTION

1.1.1 Shipping plays an important role in the transport sector of India’s economy.
Approximately, 95% of the country’s Exim merchandise trade by volume (70% in terms
of value) is moved by sea. India has one of the largest merchant shipping fleet among the
developing countries and is ranked 20™ in the world. Indian maritime sector facilitates

not only transportation of national and international cargoes but also provides a variety of
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other services such as cargo handling services, shipbuilding and ship repairing, freight
forwarding, light house facilities, training of marine personnel, etc.

1.1.2 The Indian Shipping tonnage which was stagnating between 6- 7 million Gross
Tonnage(GT) till June, 2004 has increased to 8.42 million GT by December,2006. The
major share of Indian tonnage belong to Shipping Corporation of India, a Public Sector
Undertaking under the Department of Shipping whose share is 33%. Average age of the

Indian vessel is 17.9 years.

1.2 REVIEW OF TENTH PLAN :

1.2.1 The Government had set up a target for acquisition of 156 ships aggregating 3.26
million GT during the 10" Plan Period. In view of poor performance with regard to ship
acquisition during the previous Plan periods, the Working Group on Shipping had

suggested this modest acquisition target, details of which are as under :

Sr. No. Type of vessels Nos. GT (Mil)
1. |Dry Cargo Liners 20 0.10
2.  |Cellular Containers 5 0.12
3. |Dry Bulk Carriers 40 1.00
4. |Crude Tankers 20 1.50
5. |Product Tankers 15 0.30
6. |Chemical tankers 3 0.06
7. |LPG Carriers 3 0.06
8. |OSVs 30 0.04
9. |[Specialised OSVs 20 0.08

Total : 156 3.26

1.2.2 The period of the 10" Plan did indeed see a change in the fiscal regime applicable
to shipping. Tonnage tax was introduced in 2004-2005, after a long and hard battle by the

sector, as an alternative to regular corporate tax, thereby reducing tax to a nominal rate,
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The unprecedented growth of 23.6% in shipping tonnage happened only after 2004-2005;
and the country’s tonnage grew thereafter from 7.05 million GT on 01.07.2004 to 8.42
million GT as on 01.01.2007.

1.2.3 The Shipping Corporation of India had proposed acquisition of 31 vessels of 1.49
million GT of various types during the X Plan period with an investment of US $ 1122
million. The Government has approved an outlay of Rs.5800 crores( Rs.1290 crores as IR
and Rs.4510 crore as EBR/ECB) for the ongoing and new projects during 10" Five Year
Plan. The SCI could acquire 2 VLCCs only till 2005 due to uncertainly regarding
disinvestment of SCI. However, they have placed orders for the construction of 12 more
vessels till January, 2007.

1.3 RESPONSE TO INTRODUCTION OF TONNAGE TAX

1.3.1 Mainly due to decrease in taxes, coupled with an increased availability of
domestic cargo due to the upturn in the economy, and an increased availability of low
cost capital due to foreign exchange and ECB relaxations announced on macro policy
liberalization, raised Indian tonnage by 23.6% from 7.05 million GT as on 1.7.2004 to
8.42 million GT as on 1.1.2007. This led immediately to an increase in share of cargo
carriage by Indian ships, rising from 12.8% to 13.7% as well as to a freight revenue
retention of Rs.5962 crs, higher by Rs.1646 crs over the previous year.

14 ADVANTAGES OF INCREASED TONNAGE

1.4.1 The draft policy for the Maritime Sector specifies increase in tonnage as the main
objective in Shipping. Increase in tonnage for the growing economy is important for the
following reasons:

(@  Freight Revenue remains within the Country
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Overall Indian freight bill is US $ 16.3 billion or Rs.73300 crores. Out of
this, over $ 14.2 billion or Rs.63900 crore is paid out of the country,

because the  mercantile fleet under the Indian flag is only 1.17%

(b) National tonnage gives the negotiating power to control freight costs

- It is important to have a certain percentage of tonnage in every cargo
sector to guard against undue freight charges by cartels and
monopolies (e.g. Dredging).

- Transchart and ‘right of first refusal’ policy tamps down undue freight
increases.

(c) National tonnage spawns shore based services
The Shipping sector contributes 2.5% to 3% of GDP as per Rakesh Mohan
Committee Report; 25% of this from associated industry and services that

spring up to meet the requirements of a shipping company.

(d) National Security Concerns
National tonnage maintains the supply line for essential cargo
- €0.100% of the total crude imports from the Middle East during the

Irag war came on Indian ships.
1.4.2 The main issues and bottlenecks confronting the sector are lack of clear policy

approach, restrictive fiscal regime, inadequate support to coastal shipping and regulatory

issues including restrictive manning policies.
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1.5 TARGETFOR 11 PLAN
15.1 The Shipping Industry have presented three scenarios of 5-year tonnage growth
targets as hereunder:
Ist Target (10 million GT)
To achieve a target of 10 million GT (approx. 830 vessels based on existing
tonnage per ship) at the end of next 5 years would involve further addition of 279
ships of 4.16 million GT to the Indian fleet over and above the new
acquisitions/replacements of 560 ships of 4.67 million GT.
2" Target( 12 million GT)
To achieve a target of 12 million GT (approx. 955 vessels) at the end of next 5
years would involve further addition of 404 ships of 6.16 million GT to the Indian
fleet over and above the new acquisitions/ replacements of 560 ships of 4.67
million GT
3" Target (15 million GT)
To achieve a target of 15 million GT (approx. 1160 vessels) at the end of next 5
years would involve further addition of 609 ships of 9.16 million GT to the Indian
fleet over and above the new acquisitions/ replacements of 560 ships of 4.67
million GT

1.6 INVESTMENT REQUIREMENTS
1.6.1 The investment required for this under the three scenarios referred to above is
estimated to be as under:
TARGET - 1: Rs. 35000 CRORES
TARGET — |1: RS.55000 CRORES
TARGET — I11: Rs.80000 CRORES
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1.6.2 Subgroup on shipping made two projections, a conservative target of 10 million
GT based on a conservative and slow policy change and a target of 15 million GT with

innovative and supportive policy.

1.6.2 The Shipping Corporation of India Ltd. has proposed to acquire 62 vessels of
various categories during 11" Plan period. The SCI has proposed an outlay of Rs.13,135
crores (Rs.3705 from IR and Rs.9430 crore from EBR/ECB) for the ongoing and new

schemes including the requirement for joint ventures.

1.7 POLICY MEASURES
1.7.1 The Indian responses has been more cautious. Tonnage tax was introduced but
more as a concession to the industry than a part of a concession policy of
promotion. The 11™ Plan needs also to respond to increase in tonnage with a
focused policy, that will
(1) see the return of the flagged out tonnage and hold the existing tonnage
from flagging out to more attractive registers;
(2) make the investment in Shipping at least as profitable as any other service
industry;
(3) attract new investors and greater investment; and
(4) provide special incentives aimed at natural energy security needs.
1.8. CARGO SUPPORT

The existing government policy to import on FOB basis and shipping
arrangements through the Chartering Wing (TRANSCHART), Department of Shipping in

respect of government owned and controlled cargoes should continue. This policy has
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proved to be advantageous for development of Indian ships through cargo support. This
also helps the buyers/receivers to retain control over shipping arrangements and shipment
schedules in accordance with their import requirements. The assurance of such cargo
support encourages new entrants and also helps the exiting shipping companies to expand

their tonnage/fleet with a lower degree of risk.

2. DIRECTORATE GENERAL OF SHIPPING, MUMBAI

2.1  The Director General of Shipping is a statutory authority appointed under the
Merchant Shipping Act, 1958 and is responsible for implementation of the Act. The
Directorate assists the Ministry in the formulation of plan for the development and
expansion of the Indian Shipping Industry. The Director General of Shipping is
responsible for administering MS Act, 1958 on all matters relating to shipping policy and
legislation, implementation of various International Conventions relating to safety
requirements, prevention of oil pollution and other mandatory regulations of International
Maritime Organization, promotion of maritime education and training, examination and

certification, etc

2.2 During the 10" Five Year of Plan the approved outlay for DG Shipping Sector
was Rs.288.84 crore for implementation E-Governance, execution of civil works, etc.
Out of this Rs.200.00 crore was under I.E.B.R. for acquisition of simulators under grant-
in-aid from government of Japan for maritime training institutes under 1IMS. However,
Government of Japan did not support the proposal posed by Government of India and no
headway could be made as such. Out of Rs.88.84 crore under GBS, the total anticipated

expenditure would be Rs.63.94 crore.

2.3  The major achievements are focused headway to establish an Indian Maritime

University, implementation of E-Governance with the endeavour that the activity and
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commitments should be more pro-active and cater to the needs of a modern Shipping
Industry, make required information available to Public and increase transparency in

working.

2.4 Minor Ports Survey Organization (MPSO) is the agency under Director General
of Shipping for carrying out hydrographic surveys in Ports. In the recent past, there has
been considerable modernization in the surveying process. This has resulted in carrying
out the surveys at a faster rate and up-grade precision. Now-a-days, the intending
authorities are insisting to carry out the surveys by using modern position fixing
equipment, which gives higher accuracy and greater turnout. The navigational survey
results are to be submitted to the Chief Hydrographer to the Government of India,
National Hydrographic office for utilizing in producing and updating navigational charts.
To keep with the modernization and requirement of accuracy, it is necessary to procure

modern survey instruments for MPSO.

2.5  An allocation of Rs.66 crores is proposed for Directorate General of Shipping in
11" Five Year of Plan for 2007-12 including Rs.16 crore for MPSO.

3. MARITIME TRAINING

3.1  Government is responsible for creation of the trained manpower required for the
merchant navy fleet of the county and also facilitate training and employment of our
seafarers in foreign flag vessels. This national obligation is being met through the
Government training institutes and number of other approved training institutes in private
sector. The training institutes established by the Government are Training Ship
‘Chanakya’ Marine Engineering and Research Institute (MERI), Kolkata, Marine
Engineering & Research Institute (MERI), Mumbai, and LBS College of Advance
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Maritime Studies & Research, Mumbai. These institutes are presently functioning under
the umbrella of Indian Institutes of Maritime Studies, Mumbai which was established in
the year 2002 as a Society under the Society Registration Act, 1860.

3.2 In addition to the above, there are about 124 training institutes in the private
sector approved by the Director General of Shipping, imparting pre-sea and post-sea
training in various disciplines. The Directorate General of Shipping maintains a system
of inspections to ensure the quality of training.

3.3 India is globally recognized as a very important source of mercantile manpower.
Our trained maritime personnel are much sought after by other maritime nations. They
have established their credentials in the world market due to their robust attitude, hard
work, competence and skills. At the end of 2005, India’s share of global maritime
manpower rose to 26,950 officers and 75,650 ratings comprising an estimated 6% of the

world’s seafarers.

3.4 TARGETS AND OBJECTIVES:

3.4.1 The target for the maritime training programme for the 11" Plan is to capture
6.6% share of the global seafarer’s employment apart from supplying an additional 20%
manpower of the current estimated shortages of 44,000 officers’ world wide. The intake
capacities of officers of all training institutes have risen from 2185 in 2000 to 5263 in
2006. The intake at pre-sea cadet levels, with overages of approximately 30% to cater to
drop-outs and failures, has reached the necessary target. Further creation of training
capacities will be necessary only perhaps to tweak the figures to balance nautical or
engineering demands within the overall. In respect of ratings the present capacity of
4726 per annum is intended to be utilized fully before further increasing trainee

induction.
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3.4.2 There is a shortage of sea-time berths to absorb the number of pre-sea officers and
ratings trainees. In the coming five years, the quantitative focus needs to shift off
increasing cadet intake in pre-sea training institutions to creating more sea time training
slots, and for this purpose devising an effective strategy. In order to create more sea time
berths it is felt to approach the International Maritime Organisation with a proposal to
make it mandatory for ships to have 10% of their manning added on as trainee/internee
crew, to make provision accordingly. Further as a training obligation under Tonnage Tax
the member lines of Indian National Shipowners’ Association should be co-opted into
allocating 10% of each ship’s manning scales exclusively for sea training berths at the
cost of future employers and not by the individual trainees. There is also a need to
increase the training obligation of tonnage tax shipping companies. The training

institutes also should ensure with the Shipowners directly for providing sea time berths.

3.4.3 A data base of seafarers to be built up. Biometric identity cum smart card,
capable of storing the individual’s professional record in electronic form must be issued
to every seafarer. This will finally put an end to the allegation that India is a repository
of fake certificates.

3.5 INDIAN MARITIME UNIVERSITY:

3.5.1 In the backdrop of fierce competition prevailing everywhere, training has become
the buzzword as on today. Adequate quality training actually makes the difference
between mediocrity and excellence. Being live to the situation and our role and status in
providing excellent manpower to the marine world and following the recommendation of
COMET the Government has established a Society namely Indian Institute of Maritime
Studies (1IMS) on 6™ June 2002 placing the four Government run maritime institutions
within the domain of this Society.
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3.5.2 An Expert Committee was constituted by this Ministry, which included
representatives of University Grants Commission to look into the feasibility of formation
of an IMU. The committee has recommended formation of IMU by an Act of Parliament
under the aegis of this Ministry. The Expenditure Reforms Commission in its 9" Report
has also recommended that IIMS should be given the status of a deemed University or of
an IIT and should become totally autonomous. The Parliamentary Standing Committee
attached to this ministry has also been recommending for establishing IMU by an Act of

Parliament.

3.5.3 The Government has, therefore, decided to introduce the IMU Bill in Parliament.
The Bill envisages establishing IMU at Chennai with campuses at Kolkata, Mumbai and

Visakhapatnam and other places as it may deem fit.

3.5.4 Formation of IMU will facilitate and promote maritime studies, research and
extension work with focus on emerging areas of studies including marine science &
technology, marine environment, socio-economic, legal and other related fields, and also
to achieve excellence in these and connected fields. It will promote advanced knowledge
by providing institutional and research facilities in such branches of learning as it may
deem fit, make provisions for integrated courses in science and other key areas of marine
technology and allied disciplines. As we have a sizeable number of private institutions
imparting maritime education and training, the University will standardize the quality of
such education and training through affiliation and academic supervision.

3.5.,5 The proposed Indian Maritime University will focus on the higher academic

programmes and advanced training programmes for the maritime sector. At present
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training institutions in the Government as well as in the private sector offer various
certificate of competency courses and modular courses. The Maritime University will
provide the required directional support, bring about further standardization of the
syllabus and ensure improvements in the quality of delivery of these programmes. Apart
from this, the University will also augment capacity to cover the projected global
shortage so as to improve further the country’s share in the pool of qualified merchant

navy personnel.

3.5.6 The maritime training and education has been at present limited to providing
training for personnel working in the port industry and the marine training for the
merchant navy personnel. Considering the requirement of the industry, the University is
to plan the academic programmes in various disciplines. The areas where the academic
courses need to be developed are Nautical Science, Marine Engineering, Port
Management, Transport and Logistics (Business School), Naval Architecture and Ship
Building, Marine Science, Maritime Law and Inland Water Transport.

3.5.7 An outlay of Rs.300 crore is proposed for IMU and Rs.400 crore for acquisition
of two training ships.

3.6 ENHANCEMENT OF TRAINING SLOTS FOR OBC.:

3.6.1 The Government has decided to implement the recommendation of the Oversight
Committee so as to introduce reservations for the socially and educationally from the
backward classes in institutions of higher learning from the academic session 2007-08. It
is accordingly to be implemented in institutes under the administrative control of this
Ministry. In order to ensure that there is 54% expansion of seats to provide 27%
reservation to OBCs, the corresponding increase in infrastructure and academic faculty is
to be done in the respective institutes. There shall be a requirement of additional fund of
Rs.15 crore in this regard.
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4. SEAFARER’S SAFETY

4.1  Keeping in view the increased incidents of accidents and crime against Indian
Seafarers measures are required to strengthen the setup for investigation of accidents. An
Indian Casualty Investigation Bureau (ICIB) is proposed to be setup for the purpose.
Measure are also required to be taken to reduce incidents of crimes against Indian
Seafarers and also to take effective action against the criminals. This involves enhanced
international cooperation treaties and legal framework. An outlay of Rs. 25 crores is

proposed for this purpose.

5. COASTAL SHIPPING

5.1  Coastal Shipping is eco-friendly, cost effective and energy efficient mode of
transport. The development of coastal shipping assumes greater significance as the other
land-based modes of transport like rail and road transport are at their near saturation
point. The prospects of their expansion to cater to the requirement of a growing economy
are limited and come with very high social cost whereas coastal shipping can be
developed with very little cost. In short, due to tremendous potential, coastal shipping
needs to be treated as a priority thrust area.

5.2  With a view to protect and preserve coastal shipping, the Govt. have given certain
concessions to it. The present concessions include: (i) Coastal ships have been exempted
from filing a bill of coastal goods at load ports and bill of entry at the discharge port (ii)
Coastal ships are exempted from light dues (iii) Dedicated terminals have been provided
for coastal shipping at various major ports in India (iv) Vessel related charges for coastal
vessels and cargo related charges for coastal cargoes have also been reduced and now
these are charged 60% of what is charged from other(foreign going) vessels (v) Now

tonnage tax is available to coastal ships registered under Merchant Shipping Act.
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5.3  For promotion of coastal shipping, the following two schemes are proposed in the
11" Plan:
Q) Coastal Shipping Development Fund(CSDF) for soft lending for the
purpose of acquisition of coastal vessels.

(i) Centrally Sponsored Scheme(CSS) for development of coastal shipping
infrastructure.

54  COASTAL SHIPPING DEVELOPMENT FUND (CSDF)

5.4.1 Conventional financing through established financial institutions is lacking,
perhaps, in view of the low rate of return. It is, therefore, necessary to set up a dedicated
fund for advancing loans for investment in infrastructure with low debt-servicing rates to
promote coastal shipping without looking into return in the short run for the purpose of
acquisition of vessels for cargo and for creation of other related infrastructure by private
sector.

5.4.2 To begin with, it is proposed to have a corpus of Rs.500 crore to be funded by
budgetary support for extending loans at soft terms for coastal ship acquisition and
coastal shipping related development. It is estimated that for acquisition of coastal
vessels an investment of Rs.10,000 crore would be required in the next five years. The
funding pattern would be Rs.500.00 through budgetary support, Rs. 1500.00 crore from
reputed Financial Institution and Rs.8000.00 crore from private investment. The fund is
proposed to be administered through a Fund Manager to be selected from amongst
established financial institutions having expertise in the field. It is estimated that there
would be an additional demand for about 200 vessels for coastal shipping initially. Once

coastal shipping picks up, more such vessels would need to be pressed in the sector.

55 CENTRALLY SPONSORED SCHEME (CSS)
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5.5.1 Non-major ports fall in the Concurrent List of the Constitution of India and the
primary responsibility for their development and management rest with the concerned
State. Major ports are already facing congestions with containers clogging all over the
ports and spiraling costs never relenting, it will be non major ports that can sustain the
growth of coastal shipping. Tata Consultancy Services(TCS) has also identified
infrastructure gaps at certain non-major ports under Maritime States and has
recommended for their development. The development includes capital dredging,
breakwater, berths, back up areas and wharves. It is therefore necessary to encourage
State Governments to take up infrastructure works at non-major ports that would promote
coastal shipping and would generate interest of private sector to come forward and make
investments. As a result, it will be desirable to put in place a Centrally Sponsored
Scheme(CSS) for promotion of coastal shipping by assisting the Maritime States in

undertaking requisite infrastructure projects.

5.5.2 Initially, one non-major port in each Maritime State is proposed for development.
The non-major ports selected for development are:- (i) Gopalpur(Orissa), (ii)
Azhikkal(Kerala), (iii) Malpe(Karnataka), (iv) Dharamtar(Maharashtra), (v) Magdalla
(Gujarat), (vi)Cuddalore(Tamil Nadu) and (vii)Gangavaram(Andhra Pradesh). The total
estimates for development of these seven ports is Rs.1519 crores and a grant of Rs.501

crores is proposed for their development.

6. MULTIMODAL TRANSPORTATION

6.1  For the past 50 years there were several drivers and factors viz. shipping,
economies of scale and globalisation including containerisation, impacting the growth of
multimodalism globally. In India, Multimodalism is still in a preliminary stage due to

the slow growth of containerisation. It is difficult to over emphasis the importance of
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multimodal transportation the Sub-Group after deliberations on various issues relating to
multimodal transport, the lacunae and hinderances affecting it, submitted various
suggestions and recommendation such as amendments of MMTG Act, 1993, evolving a
suitable mechanism for Co-ordinating of various agencies/entities involved in multimodal

transport and issues relating to infrastructure and operational aspects.

6.2  Presently, the Multimodal transportation in India is government by the provision
of the Multimodal Transportation of Goods Act, 1993 as amended in the year 2000. Prior
to the enactment of the MMTG Act, only Ocean Bill of Lading issued by Carriers were
being accepted as negotiable document. The Freight Forwarders or Multimodal
Transport Operators were not recognised. In the post MMTG Act era, the MTOs can
now issue their own Multimodal Transport Document. Inspite of enactment of the
MMTG Act the progress of Multimodal Transportation in India has been rather slow
mainly because of lack of adequate and efficient port infrastructure, hinterland
connectivity and lacuna in Port-Rail-Road interfaces as also Institutional and Legal
issues. Despite the amendments in the year 2000, there are many short comings still

remaining in the MMTG Act, such as unclear liability regime.

6.3  Multimodal Transport is a vital sector with considerable growth potential for the
country in the 11" Plan. Despite many constraints and impediments the following steps

could be considered to ensure steady growth of multimodalism in the country.
Q) MMTG Act, 1993 to be suitably amended and made more trade friendly.

(i) The MMTG Act, 1993 to be amended such that there is no reference to
any particular document (i.e. MTD or CTD of FIATA) in the Act itself, so
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(iii)

(iv)
(v)

(vi)

(vii)

(viii)

(ix)

6.4

as to avoid any possible conflict of liabilities arising from references to
different Documents in the Act.

Development of Port Infrastructural Facilities & Services for Multimodal
Transport.

Impetus to Coastal Shipping and integration of Transfer Nodes.

Policy on Rail connectivity — urgent need to dedicate freight corridor
between major destinations/ports.

Road Infrastructure and Connectivity — urgent need to promote hinterland
connectivity and better quality of trucks and trailers designed to carry
more loads.

Setting up of an active high powered National Co-ordinating Agency to
rationalise and coordinate the transport policies through a closer
relationship between the different players.

Simplification on Customs procedures and formalities.

Management of Supply Chain Security Costs.

In an effort to enhance the growth of multimodalism in India the following

amendments to the existing MMTG Act, 1993 are under consideration of the

Government.:

include the import leg after the goods have landed in India

2. aperson registered to carry or any person who commences the business of

Multimodal Transportation shall quote the registration number on every
Transport Document (TD) and produce the proof of registration to the

custodian concerned.
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3. the prescribed TD so issued bearing registration number may be
negotiable or non-negotiable at the option of the consignor.

4. only the transport document like Bill of Lading or TD bearing registration

number would be allowed in order to avoid illegal transportation/contracts

of carriage.

6.5  Asum of Rs. 20 crores is proposed for promotion of multimodal transport through
studies, consultations etc.

7. LIGHTHOUSES AND LIGHTSHIPS

7.1  The Directorate General of Lighthouses & Lightships (DGLL) provides marine
Aids to Navigation (ATON) along the Indian coast. The term “Lighthouse” represents all
marine Aids to Navigation including Light Vessels, Sound Signals, Buoys, Beacons and
also Radio aids like Radar Transponder Beacon (Racon) and Vessel Traffic Service
(VTS) etc. used for guidance and safe passage of ships. At present there are 169
Lighthouses, 01 Lightship, 22 Differential Global Positioning System(DGPS), 48
Racons and 22 Deep Sea Lighted Buoys available as aids to marine navigation. The
DGLL is a revenue earning Directorate and derive its income from light dues from ships
entering and leaving Indian ports. During 10™ Plan, the anticipated revenue earning is
Rs.507 crore. The technology adopted by the Directorate in the field of aids to
navigation is at par with the international standards. DGLL is a member of International
Association of Marine Aids to Navigation and Lighthouse Authorities (IALA) and in this

endeavour, the Directorate continuously interacts with IALA.

7.2 Against the 10" Plan outlay of Rs.185.00 crore, the expenditure in this sector is
expected to be about Rs.85 crore. There were as many as 12 spillover projects in the 10™
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Plan, which has since been completed. 23 new projects were proposed in the 10" Plan,
out of which 5 projects have been completed. 4 projects are likely to be completed by the
end of 10" Plan and 14 projects will spill over to 11" Plan. To some extent, the progress
of projects got affected due to Tsunami damages along the East coast and Andaman &
Nicobar islands for which restoration became a priority.

7.3  The major achievements during the 10™ Plan are placement of work order for
establishment of Vessel Traffic Service for Gulf of Kachhch, installation of Racons and
introduction of DGPS.

7.4 In the 11™ Plan, the proposed outlay for this sector is Rs.282.45 crore, which
includes Rs.112.85 crore for spillover schemes and Rs.169.60 crore for new projects such
as Visual Aids (Rs.34.60 crore), Radio Aids(Rs. 78.00 crore), Development of
Information Technology(Rs. 2.00 crore), Replacement of assets( Rs. 5.00 crore) and
Flotilla(Rs. 50.00 crore).

7.5  Besides, the Directorate is also going to take new initiatives like rendering
assistance for improvement of local lights, beatification of Lighthouses for attracting
tourists, Establishment of National Automatic Identification System (AIS) network and

establishment of Vesel Traffice Service in the Gulf of Khambat.

8. INLAND WATER TRANSPORT

8.1  The subject matter relating to Inland Water Transport falls in all the three lists of
the Seventh schedule of the Constitution of India. The exclusive jurisdiction of the
Central Government is only in regard to shipping and navigation on inland waterways
declared by an Act of Parliament to be national waterways. Shipping and navigation on
other waterways with respect to mechanically propelled vessels falls in Concurrent list
whereas navigation by vehicles other than mechanically propelled vessels is exclusive

jurisdiction of State Government.
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8.2 India has got about 14,500 km of navigable waterways which comprise of rivers,
canals, backwaters, creeks, etc. About 45 million tons of cargo (2.50 billion ton-Km) is
being moved annually by Inland Water Transport (IWT), a fuel-efficient and environment
friendly mode. Its operations are currently restricted to a few stretches in the Ganga-
Bhagirathi-Hooghly Rivers, the Brahmaputra, the rivers in Goa, the backwaters in Kerala,
the Barak River and the deltaic regions of the Godavari-Krishna rivers. Besides the
organized operations by mechanized vessels, country boats of various capacities also
operate in various rivers and canals.

8.3  The concept of National Waterways was introduced in 1982 to give a boost to the
development of inland water transport in the country. At present, there are three
waterways that have been declared as National Waterways. These are Ganga, from
Haldia to Allahabad (1,620 km), the Brahmaputra, from Dhubri to Dadiya (891 km) and
the West Coast Canal from Kottapuram to Kollam including Champakara and
Udyogmandal canals (205 km). Action is being taken to declare East Coast Canal along
with rivers Brahmani and Mahanadi delta Kakinada-Pondicherry Canal alongwith

Godavari and Krishna rivers and Barak river as National Waterways.

8.4  The responsibility of development of these waterways rests with the Inland
Waterways Authority of India (IWAI). This authority, alongwith Central Inland Water
Transport

Corporation (CIWTC) as the principal operator, are the two Central agencies engaged in
the country. The efforts of these organizations are supplemented and supported by inland

water organizations of various States and private operators.

8.5 In continental Europe, out of 26,000 km of navigable waterways, 17,000 km
length is having depth more than 2.75 m. The European Union (EU) has launched a
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specific modal shift programme called “Marco Polo” in 2003. In China, out of 119,000
km of navigable waterways, 5000 km length is having depth more than 2.75 m. Besides,
2000 inland ports exist in China. In USA, out of 41,000 km of navigable waterways,
24,000 km length is having depth more than 2.75 m. The IWT modal share in
Netherlands is 42%, France 15%, Hungary 15%, Germany 14%, Belgium 13% and in US
15%. India has 14,500 km of navigable waterways, of which about 5700 km is
navigable by mechanized vessels, however the modal share of IWT in India is 0.28%

only.

8.6 REVIEW OF THE TENTH PLAN

8.6.1 Against the 10™ Plan proposal of Rs 5665 crores (Rs 4998 for IWAI schemes, Rs
450 crores for CSS and Rs 217 crores for CIWTC schemes), an outlay of Rs 903 crores
was approved. An expenditure of Rs 275 crores was made till August, 2006. The
approved Tenth plan outlay (GBS) for IWAI is Rs.626.73 cr. In the first four years of
10™ Plan (2002-03 to 2005-06) expenditure by IWAI is of the order of Rs. 275 cr.

8.6.2 The expenditure was incurred mainly on maintenance of fairway including
procurement of vessels for channel development (dredgers, survey launches etc), setting
up of terminals, provision of navigational aids, procurement of cargo vessels for
demonstration purpose etc for the three national waterways, techno-economic feasibility
studies on other waterway systems, assistance to States under Centrally Sponsored
Scheme (CSS) and Inland Vessel Building Subsidy Scheme (IVBSS) to entrepreneurs for

procurement of IWT vessels.

8.6.3 An increased trend in cargo movement was observed during the Tenth Plan as
shown below:- (in btkm)
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NW-1 NW-2 NW-3

2002-03 0.128 0.004 0.019
2003-04 0.160 0.029 0.022
2004-05 0.312 0.025 0.015
2005-06 0.411 0.032 0.017

8.6.4 In the IWT Sector (country as a whole) there was an increase in cargo movement
from 1.5 btkm in 2000 to 2.82 btkm in 2006. On the front of utilization of National
Waterways, there have been some encouraging developments. Demonstrative
voyages/Fixed Schedule Sailings are being carried out on National Waterway No. 1
between Haldia and Patna since January, 2004 using CIWTC’s as well as IWAI’s own
vessels. 13 vessels of CIWTC have been leased out to the private sector and these are
being used for cargo transportation. There have been regular transportations of POL
products of Numaligarh Refinery by private sector, passenger vessel of a private
company is successfully running tourist service in NW-2 for last two years between
various points in the Dhubri - Dibrugarh stretch and two new passenger vessels for river

tourism have been constructed for NW-1 and 2.

8.6.5 While national waterways are developed by the Central Govt. through IWAI, for
overall development of IWT sector, it is necessary that State Governments also develop
waterways. For encouraging states to develop IWT sector, funding pattern of CSS was
revised in Nov 2002. In the revised pattern, 100% grant for NE States including Sikkim
and 90% grant for other States is provided. Response of States to the CSS has been
encouraging. 31 projects of 13 States (Andhra Pradesh, Assam, Bihar, Goa, Himachal
Pradesh, Karnataka, Kerala, Maharashtra, Madhya Pradesh, Orissa, Tripura, Uttar
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Pradesh and West Bengal) at a cost of Rs94.86 cr have been sanctioned and fund of Rs
40.84 cr has also been released to these States.

8.6.6 The Govt. has approved an Inland Vessel Building Subsidy Scheme (IVBSS)
under which 30% subsidy is payable to the entrepreneurs for construction of inland
vessels built in India for operation in national waterways, Sunderbans and Indo
Bangladesh protocol routes. Considering that while basic infrastructure will be provided
by the Government, the IWT fleet which is most critical component for IWT sector
becoming effective, will come from private sector, IVBSS was conceptualised basically
to encourage private sector in creating more and more IWT vessels taking advantage of
this scheme. Initially there had been good response to this scheme and in-principle
approvals for constructing 33 vessels were accorded. However, most of the applicants
did not start construction of their vessels hence 28 approvals were to be withdrawn. It is
reported that remaining 5 vessels are under construction. It is however felt that it will
take some more time for the private sector to become interested and start investing in

creating IWT vessels and in due course the scheme will yield good results.

8.6.7 With a view to provide an impetus to development of inland water transport
mode, the Government of India had approved Inland Water Transport Policy which
includes several fiscal concessions, and policy guidelines for development of this mode
and to encourage private sector participation in development of infrastructure and
ownership and operation of inland vessels. IWAI is also authorized for joint ventures and
equity participation in BOT projects.

8.6.8 For exploring possibility of joint ventures and BOT projects in IWT sector,
interaction was held with many interested firms. Thereafter, through a consultant, bids
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were invited for 11 projects which include 5 projects for construction and management of
jetties on NW-1 and 6 projects for acquisition and operation of barges in NW-1, NW-2 &
NW-3. Out of these three projects for jetties for fly ash handling at Bandel, Budge-
Budge and Kolaghat in West Bengal are at advanced stage of finalization. Some bids
have also been received for projects for barges in NW-1, NW-2 and these are under
process. Through another consultant a turn key project for transportation of 3-4 million

tonnes NTPC coal per year is being developed as a Public Private Partnership project.

8.6.9 As per the projections, the requirement of trained IWT man power will be of the
order of 50,000 by 2025 i.e. at the end of 11™ Plan period, it will be about 12,500. This
does not include the manpower required for country boats. There is thus a need for

imparting qualitative and standard training.

8.6.10 The Central Inland Water Transport Corporation is a loss making Public Sector
Undertaking of the Department of Shipping. It was engaged in the activities of
Shipbuilding and ship repair and also operated a fleet of vessels. Since it was making
continuous losses since its inception , the Cabinet in its meeting held on 1.12.2005 took a
decision that Rajabagan Dockyard along with its existing manpower, assets and
liabilities will be handed over to Garden Reach Ship Builders & Engineers (GRSE) or to
any other PSE on outright purchase/long term lease/management contract basis.
Disinvestment of CIWTC minus RBD will be undertaken in favour of private parties
after financial restructuring of CIWTC and reducing manpower of CIWTC through VRS.
Financial restructuring includes Write-off of Interest (as on the date of actual write-off)
and conversion of outstanding principal amount as on 31.3.2005 into equity and,

thereafter, reducing the same against the accumulated losses.
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8.6.11 In pursuance of the Cabinet decision the Rajabagan Dock yard (RBD) of CIWTC
stands transferred to GRSE w.e.f. 1.7.2006. The order for conversion of outstanding
principal amount as on 31.3.2005 into equity and writing off of outstanding interest is in
process. VRS has been introduced in CIWTC through which manpower has been reduced

to 501 by December 2006. Possibilities of disinvestment are being explored.

8.7  POLICIES AND PROGRAMMES IN THE ELEVENTH PLAN

8.7.1 By the end of 11™ Plan, three new Waterways are likely to be added to the
existing 3 NWs, taking the total coverage to 4500 Kms. Two bills for declaring East
Coast Canal and Kakinada-Pondicherry Canal alongwith Godavari and Krishna rivers as
national waterways have already been introduced in the Parliament. The focus in 11"
Plan will be to put requisite infrastructure on the existing waterways, make them fully
functional, take up second phase of development and get on with development of new
NWs on fast track. Once the sector develops and reaches a threshold level, private
funding/ extra budgetary resources will start flowing automatically. All riverine States
should develop waterways as feeder routes to National Waterways by adopting the fish-
bone model of development. Major waterways of the States should be identified and
classified as “State Waterways” for priority funding. More funds will be required during
11" Plan as response of CSS during 10" plan has been encouraging.

8.7.2 Modernization/ improvement of country boats (Bhut-Bhutis) in the North East
area and other areas of the country will be taken up under a new scheme. It will improve
the efficiency of the small vessels and thereby increase employment opportunities and
efficiency of IWT sector as a whole. It will also help in poverty alleviation and remote
area connectivity. To meet the trained manpower requirement for the vessels, it is

necessary that all riverine and coastal States set up state level Crew Training Institutes to
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be networked to NINI. For ensuring quality and standard training, it should be modeled
on STCW 95 pattern.

8.7.3 Modal Share of 2% by 2025 will require 2500 new vessels. The strategy
suggested in this regard is (i) Extension of IVBSS upto 2025 and increasing its scope and
(if) Formation of a Vessel Leasing Company on JV basis by IWAI involving a private
partner. A modal shift programme on the lines of “Marco Polo” of the European Union
(EU) needs to be implemented in the Indian context to effect targeted modal shift. A
package of incentives for

IWT operations including a specific incentive scheme of providing @20 paise per ton-km
of cargo moved through identified IWT routes is proposed.

8.7.4 The passenger transport sub-sector has remained neglected. During 11" Plan, due
emphasis will be laid on promoting passenger transport on rivers/ inland waterways by
making appropriate policy intervention.

8.7.5 For achieving higher exports and better connectivity to NER, new emphasis on
co-operation with Bangladesh is envisaged during 11" Plan period. This will be perused
by adding more Protocol routes, more Ports of call and improved cargo handling facilities
on Protocol routes.

8.7.6 The I.V. Act needs to be amended to facilitate uniformity in legal regime and
conducive hassle free inter-state IWT operations. Re-writing of IV Act may also be
considered. The State Govts have to formulate IV Rules for implementation under 1V Act
keeping in view the operational requirements of the respective States. This should be
based on Model IV Rules framed by IWAL.

8.8. SUMMARY OF 11™ PLAN PROPOSALS FOR IWT SECTOR

8.8.1 Sub group on IWT has proposed to promote vessel acquisitions through JV route

and further proposed an outlay of Rs. 500 crore (Budgetary support) and corresponding
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EBR of Rs.2625 crore on this account. on this account. The working group feels that
initially Rs 100 crore may be kept for this scheme during the 11" Plan. Therefore,
corresponding EBR for this will be reduced to Rs.525 crore Accordingly, the plan

projections will be reduced to Rs 9000 crore as per the summary given below :

(Rs. in crores)

Schemes/ Projects BS EBR Total
Ongoing Schemes/ projects 3642 2170 5812
New Schemes 1938 1250 3188
Total 5580 3420 9000

8.8.2 At the end of the 9™ Plan period the IWT share was 1.5 billion ton-km. The
present throughput of IWT is 2.82 billion ton-km. An increase of 1.32 billon ton-km has
been achieved during the 10" Plan period. With targeted investment of Rs 9000 crores
during 11" Plan, the targeted throughput envisaged is 5 billion ton-km by the end of 11"
Plan period

(i.e by 2012).

SUMMARY

9.0  To summarize the outlay proposed in the XI Plan is as under:-

(Rs./crore)
GBS IEBR Total
1. SCI 13,135 13,135
2. DG (Shipping) 66 -- 66
3. IMU & 715 -- 715
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Training

4. Maritime 25 -- 25
Safety

5. Coastal 1000 10500 11,500
Shipping

6. Multimodal 20 -- 20
Transport

7. Lighthouses & 283 -- 283
Lightship

8. IWT 5580 3420 9,000
Total 7689 17055 24744

9.1 Although the Xlth plan outlay indicates a requirement of Rs.1000 crore for
Coastal Shipping and Rs.5580 crore for Inland Water transport through General
Budgetary Support. Since both the above activities are commercial in nature the
possibility of getting investment through Public Private Partnership will be explored. In
case some common facilities are required to be built up the same may be done through

Viability Gap Funding.

*kkkkkk
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SHIPPING
FOR
ELEVENTH FIVE YEAR PLAN

(2007-2012)

11™ 5-YEAR PLAN — EXECUTIVE SUMMARY - SHIPPING

1. The export target in the Foreign Trade Policy 2004-09 announced by the
Government of India is to double the existing share in world trade by 2009 and
achieve about 1.5% share of the world trade, thus aiming for export to grow to

around US $ 195 billion. Published overviews of the global economy present a

Page 34 of 412 Working Group Report on Shipping and IWT.doc




global backdrop of opportunity that enhances the chances for India achieving

these targets.

. Given that 90% exports are sea borne and the private sector is gearing itself up for
increased throughput, the merchant shipping sector has a rosy forecast. The world
fleet increased by 4.12% in the 10th Plan period, and is expected to continue to

grow during the next 5 years at an average rate of 1% per annum.

Indian tonnage was practically stagnant till 2004, and did not take advantage of
the growth in trade. At present, India has a share of only 1.19 % of the world
fleet. The share of Indian ships in carriage of India’s overseas trade has shown a

continuously declining trend, and has now fallen to only 13.7%.

Reforms in the sector by way of introduction of tonnage tax in 2004-2005,
thereby reducing tax to a nominal rate, and making profits from shipping exempt
if they were put away in a fund for use only as investment in acquisition of new
tonnage, encouraged a growth of 23.6% in shipping tonnage after 2004-2005; and
the country’s tonnage grew thereafter from 6.94 million gross tons (m.gt) on
01.04.2004 to 8.46 m.gt by 01.04.2006.

. Studied with reference to size in different sectors of the Indian fleet as on

01.01.20086, it is noted that Oil Tankers account for 60.61% of the total Tonnage
followed by Bulk Carriers with 29.63%. All the other vessel types, viz., Liner
Vessels, Others, Offshore Supply Vessels etc, account for the remaining 9.76% of

the tonnage. Significantly, Container Ships comprise only 3% of the fleet.
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6. Studied sector by sector, predictions for growth in the LPG sector anticipate an
increase of 7million metric tonne (m.mt) or 70% in the next five years over the
existing levels of demand. Demand has been growing at 12% per annum, and is
expected to keep to this rate in the next five years as well, unless there is change
in the policy to withdraw subsidy for the domestic sector. Shipping has ample and
steady opportunity in LPG transport. Demand for natural gas in India is also
estimated to jump by about 100% by 2010, and grow at 5% per annum during
2002-2025. However, the country possesses no LNG tankers under its flag,

raising active concerns about energy security.

7. In the petroleum sector, movement may well be higher, given that the addition of
refining capacity in the country is poised to generate a surplus for export of about
44 m.mt per annum over the growing domestic demand of about 53 m.mt more by
2013-2014. Thus, despite the fact that tanker tonnage constitutes 60.61% of the
existing Indian tonnage, it is estimated that existing tonnage will be at best able to
cater to about 30 to 32 m.mt. The need and scope to add tonnage in the tanker

segment will continue to ride high.

8. The trend of orders for rig constructions and other off shore related equipment
would suggest a market expectation of stability in the future of oil and gas prices,
and therefore a long term commitment to exploration and the use of petroleum
production. Thus, in offshore services, there are clear opportunities for Indian
shipping in services that have a high level of value addition, relatively less

volatility, and a strategic multiplier effect on the national economy.
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9.

10.

11.

In India, growth in containerization has been 5% p.a., and is expected to jump
from a level of 3.9 m teus to 20.95 m teus. Presently, 61% of the containers are
transshipped from Colombo, adding up to US$ 200 per TEU to freight costs, and
raising freight paid by Indian shippers to 11.4% of CIF value of goods, from the
world average of 6.1%, and much above the overall sea borne trade average for
India of 9%. Until larger ports can be developed in India, it is expected that

growth in the container fleet will be limited, and confined to the smaller sizes.

A study at the behest of INSA by TERI has established that the economy benefits
from growth in its shipping fleet, not only by yardsticks of national security but
also in economic terms. As much as 0.0068% or Rs 2212 is added in a given year
to the economy for every additional gross ton. The Rakesh Mohan Committee
Report estimated that the associated sectors contribute at least as much as 75% of
the shipping industry’s turnover to the national economy. As to employment, it
identified as many as 75 shore-based sectors which searched for marine
qualifications for their requirements. Having regard to the combined impact, it put
the net aggregate contribution of the sector at 2.5-3% of the national GDP, and
advanced the policy guideline that for foreign trade and for industrial growth to
support our expected rate of growth, it was unexceptionable that shipping tonnage

must grow concomitantly to trade to reap the optimum benefit for the country.

The Indian shipping industry is globally competitive in terms of financial and
operating costs and does not lack the entrepreneurial spirit that distinguishes the
Indian industrialist or service provider. If it has failed to grow commensurate to

opportunity, it is mainly because competitors operate from tax free or low tax
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12.

13.

14.

jurisdictions, while in India the opening up of the sector by rationalization of the
fiscal and regulatory policy is still an ongoing process.

As a maritime nation, India should take the mature approach of looking beyond
national trade needs to become a global player in the maritime arena, and to
provide global conditions of trade. Rather than merely regulating and controlling
our national fleet, we must have policies in place that will proactively encourage
and promote investments in international shipping services that go beyond ship

operations and extend to the entire logistics chain.

The 11th Plan needs to deviate from the approach of the 10th which did not fix
any tonnage target, and fix targets for the shipping sector that will guide the
development of a well defined strategy for growth, and enable the monitoring and
assessment of its contribution to the GDP.

The draft maritime policy announced by the National Maritime Programme
((NMDP) in August 2004 set a tonnage target of 10 m.gt to be achieved in the
next 3 to 5 years. The Sub-Group therefore agreed to make two projections. One,
taking into account of the likely scrapping of 374 vessels of 3.79 m.gt over the
next 5 years due to their crossing 25 years of age, a modest and conservative
target of 10 m.gt (projected in case-labove) by the net addition of 5.33 m.gt to be
achieved by the end of 11th Plan, even in an ‘as is’ position, without further
reform. The second, with a progressive policy in support, a higher target of 15
m.gt over the same period. Depending on how innovative and supportive the
policy, it could also be fixed at twice the present share of the world fleet, at 2.6%,
or 17.55m.gt.
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15. The strategy for the 11th Plan needs to be preceded by a clear policy statement
that supports the growth of tonnage under the Indian flag. This is the outcome of
an open debate that looks at the reasons behind the shipping-friendly policies of
other countries and sets at rest the doubts that are often raised about the benefits
of a national fleet, both for security concerns and economic growth. This applies

both to global cross trade and coastal shipping.

16. The strategy for the 11th Plan should be a strategy for growth under the Indian
flag and should have the following elements:

Q) Increasing tonnage under the National Register.

During the 11th Plan, it should be necessary to effect the reforms that put
the national fleet on an even level with global competition. Fiscal rationalization
is of the essence, as is evidenced by growth in tonnage under flags which have
recently brought in more liberal regimes to compete with the flags of
convenience. Indeed, the standards here are set by the flags of convenience,
and other countries are left with little option but to match concessions on loose
tonnage. There is need also to attract additional investors to invest in shipping.
For this purpose, the Bare Boat Charter-cum-Demise policy needs to be made
less insular, the tonnage tax rules regarding chartered tonnage less discouraging

for new entrants.

Until fiscal reform is effected, the policy for 'cabotage' for coastal
shipping and 'right of first refusal' for cross trade should not be reviewed. It is
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somewhat obvious that tonnage would leave the Indian flag but for these

instruments.

The regulatory regime should be reviewed so as to dismantle any
overhang of the previous 'licence’ regime that may still be lingering, and to bring
regulation in line with international codes and practices. In this regard, a quicker
and more response regulatory mechanism would be necessary. Manning
controls would also need to be reviewed to take note of and respond to
manpower shortages at the senior officer levels.

(i)  Opening a Second Register.

The distinction between Indian-owned tonnage and tonnage under the
Indian flag needs to be reviewed. The national advantage to control a larger fleet
in line with both our growing global economic dependence and role is
acknowledged. Given the opportunities offered by our economic growth, and the
100% FDI policy, it should be possible to attract other foreign-flagged tonnage to
the Indian flag once an open and competitive fiscal and regulatory regime
established. This could be done by opening a second register, in which conditions
equal to the national flag are provided, but the distinction between the two is
maintained by offering the national flag cabotage protection and the second
register greater relaxation in manning controls. The first one or two years of the
11th Plan should be spent in policy and physical preparation for this move and

appropriate legislative amendments.
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In view of the increasing traffic in territorial waters, and the needs of a
larger fleet, the 11th Plan should attempt to make provision for -

e A Marine Disaster and Emergency Response System by way of setting up
an autonomous Casualty Investigation Bureau and a national disaster
response mechanism.

e Environment protection measures, for Waste Disposal Facilities in Ports
and Ballast Water Management.

e Regulatory controls for safe operations in the Offshore Supply Vessel
sector.

e Coastal and Port surveillance systems to increased security

e Permanent representation in the IMO, in order to guard the interests of
trade and industry at the formulation stage of international marine codes
and conventions, and influence international thinking.

e Capacity building in the Directorate General of Shipping, with greater
technological tools, training, manpower availability and greater autonomy
for authorising Surveyor movement to ships on foreign shores and
deciding on delegation of powers to Mercantile Marine Departments.
Making legal expertise available is also important if the DG Shipping is to
become responsive to the changing phase of the global shipping industry.

Financial requirements for taking tonnage up to the conservative target of 10 m.gt

and for the plan requirements have been estimated at Rs 35,340 crores over the

next five years.
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11™ 5-YEAR PLAN — EXECUTIVE SUMMARY — I.M.U. & TRAINING

II

2.1

Since liberalization of Marine education in 1998 when, hitherto a preserve of the
public sector, was thrown open to private investment, new colleges were
encouraged to come up; new nautical and engineering courses for marine cadets
designed; a system of inspections and approvals put in place; and checks and
balances devised to ensure the quality of education. The number of marine
training institutions rose to 128 in 2005. India’s share of maritime manpower, rose

to 27000 and 78500 to comprise an estimated 6% of the world seafarers.

World wide Projection

The 2005 BIMCO/ISF Update estimates that there will be a requirement for an
additional 23,000 officers and 21,000 ratings over the next decade. With a higher
fleet growth rate of 1.5% per annum, the requirement increases to 44,000 officers
and 44,000 ratings over the same period. In the largest demand scenario, with
1.5% increase p.a., the requirement increases to 62,000 officers and 69000
ratings, and the total estimated workforce to 5,38,000 officers and 6,55,000
ratings

Page 44 of 412 Working Group Report on Shipping and IWT.doc




2.2

221

III

3.1

Indian Seafarers’ Population

The Indian National Database of Seafarers (INDOS) indicates a share of roughly
6% of the current maritime manpower in the world, comprising about 27,000
officers and 78,500 ratings. It would suggest that the infrastructure built up has
not been able to push as many seafarers into the profession as first glance at the
increasing intake strength would suggest. An examination of the figures would
isolate three main reasons — firstly, the intake capacity of pre-sea candidates in the
new private colleges has increased substantially only in the last three years, and
their candidates have not yet been processed out in sufficient numbers; secondly,
the shortage of sea time training berths creates a bottleneck in the throughput that
makes the intake capacity or the numbers graduating irrelevant; and thirdly, the
attrition rate, which has been estimated at 15%, sees a large number of Indian

seafarers quitting the sea at about the age of 45 years.

Target

The target for the marine training programme for the Xth Plan was,
besides our retaining our share of the global seafarers’ employment
market (i.e. 6% of officers and ratings), to supply 20% of the additional
manpower requirement, so as to be able to reach an overall 6.6% Given
that the aim is still not fulfilled, we may decide to retain the same target,

of maintaining our share unchanged of the total workforce, while
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3.2

supplying an additional 20% of the current estimated shortages. In the
case of officers, this would range from 32,560 (6% of 466000 plus 20% of
23000) to 40360 (6% of 466000 plus 20% of 62000) and for ratings from
39360 (6% of 586000 plus 20% of 21000) to 48960. This translates to an
annual output of say 3500 officers and 4400 ratings at the outside. In
addition, for replacement of the annual retirement or attrition estimated
by the BIMCO report for the Indian subcontinent at 15% in respect of
officers and 8.3% of ratings, this output would require to increase to
approximately 4000 officers and 4750 ratings annually for the next
decade. It may be noted that the figure of officers should further be
divided into the requirement at the cadet, the junior and the senior levels
of officers. About 25% of the senior or management level of officers in
the world fleet are in the age group where they would retire in the
coming decade. Demand at the senior management level may be put at

about 20% of the shortages

The intake capacities of all officer-training institutes have risen steadily
from 2,185 in 2000 to reach 5,263 in 2006. The intake at pre-sea cadet
levels, with overages of approximately 30% to cater to drop-outs and
failures, has reached the necessary target. Further creation of training
capacities will be necessary only perhaps to tweak the figures to balance

nautical or engineering demands within the overall.
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3.3

34

In 2006, calculating by the length of each course and the admission
figures in the relevant years, superimposed by an estimated pass
percentage, we may surmise that, about 3,000 Indian officer pre-sea
trainees emerged from the colleges and set out in search of sea time
training slots aboard ships. The combined absorption of these officers by
all shipping companies and manning agents operating in India for that
year was put at only about 1,750 in nautical and about 1,000 in
engineering streams, indicating that about 250 officer trainees were
unable to complete the sea-going module of their training. In 2007, this
figure will rise, and 2008, it will grow further, creating a wasteful, two-
fold over-capacity in pre-sea cadet courses, unless something is done to
increase the sea time training slots commensurate with the pre-sea

capacities.

In respect of ratings in 2005, India’s intake capacity was 4,726. Against
this, about 3400 were expected to be trained and available for
employment by the end of 2006, and exact numbers of pre-sea trainees in
the pipeline are not known. In order to replace the 8.3% retirement rate
among ratings, an annual fresh induction of about 4,750 seafarers is
necessary. Judging by the consistent drop in recruitment of ratings by
employers, it would be a challenging task to successfully reverse this

trend and then capture increasing market share in the global {fleet.
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Therefore, it will be advisable to fully utilize existing capacity before

increasing trainee induction.

From the above, it is clear that there is a disturbing shortage of sea time berths to
absorb the number of pre-sea officer and rating trainees. This has had two
negative effects: i) a clandestine system has emerged of fleecing more money
from financially stressed career-seekers for being granted a sea time berth, and ii)
quality high school graduates are no longer attracted to a sea-going career despite

the growing opportunities and pay packets.

Despite the establishment of many training institutes, well publicized recruitment
drives by prestigious shipping companies, the continued shortage of sea time
berths suggests that the approach to the problem needs to be changed. In any
event, in the coming five years, the quantitative focus needs to shift off increasing
cadet intake in pre-sea training institutions to creating more sea time training

slots, and for this purpose devising an effective strategy.

Qualitatively, while a great deal has been done, the truth is that the focus since
2000 has been on setting up a system; the time has now come to consolidate the
gains of these years, and to shift the focus on quality. More specifically, to

e the process of admissions, currently left to the selection of the colleges
with broad guidelines by the DGS;

e the inspections by the Academic Councils, caving in under the pressure of
quick creations into an inspection for ticking off infrastructure against a

checklist;

Page 48 of 412 Working Group Report on Shipping and IWT.doc



v

4.1

provision of resource support to faculty for improving the learning
achievement of candidates, through attention to teacher training,
improvement of communication skills, improvement of curriculum design,
creation of relevant text-book material or modular e-courses, question
banks, simulator or practical training modules, etc;

the process of examinations, left again to the institutions to conduct on
their own. The centralized system introduced for the GP rating courses has
shown the tremendous gains of quality consciousness and accountability
to the system due to this change;

a systematic monitoring of the admissions, results and learning processes
in the DGS with repercussions on the colleges with high failure or non-
conformity rates

to the rating of colleges with adequate publicity to their rating, so that
students can make informed choices in selecting the institutions in which

to seek admissions.

Creation of Additional Sea time berths.

The following strategy is recommended to bring about a match between intake

capacity in colleges and sea time training berths:-

For the time being, at least till the backlog of trainees on the INDOS
register is reduced to a figure not more than twice the sea time berths

available, no further increase in intake capacity should be encouraged.
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4.2

Training institutes, who take accountability only for the class room
education of pre-sea candidates, should be given the responsibility to take

the student through the end of his compulsory sea time or afloat training.

It is strongly recommended that the existing colleges, together producing 5,263

students annually, should be put under notice of one year to take responsibility to

put the candidate through onboard training, and to arrive at long term and firm tie

ups and MoUs with ship owners directly or through their duly registered manning

agents for sea time berths.

The number of sea time berths should be fixed at 80% of intake strength.

Colleges should either obtain the tie up or reduce intake for the batch. The MoU

signed should be subject to satisfying the Directorate General of Shipping (DGS)

of its authenticity, reliability and quality. The DGS should satisfy itself by a

process of cross verification.

To ensure that the colleges do not over estimate their ability to obtain
berths, the sea time training should be embedded in the course, not at the
end, as now, but after the first 6 months to one year of class room training.
Only such colleges as can find tie-ups for sea time berths in excess of their
existing intake capacities — generally due to their reputation for excellence
or the investment in their creation of some shipping line — should be
considered for increased intake, or expansion, which should be given,
other requirements of infrastructure facility, etc. being met, by reduction
from defaulting colleges or lateral tie-ups with them.

The accounts of training institutes will have to be brought under an
independent audit scheme in order to prevent financial malpractice. In
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5.1

Vi

addition, over the space of the next year, the DGS should progress towards
a nationwide benchmark structure for course fees.

e  The marine training programme would need to put in place a system for
centralized selection through a common test that includes a psychometric
screening test, and students are allotted colleges according to their
preference by a centralized computer system.

e  The system of sponsored candidates can be easily married to a common
selection process where candidates are selected by employers and put
through their pre-sea and sea time course.

o To enable the un-sponsored students to take informed decisions as to the
best colleges, it is strongly recommended that with wide publicity, DGS
should list on its web site the names of colleges by their grading and fee
charged, so that competition for the better candidates can add to the
motivation of colleges to keep fees low and quality of learning at the
highest.

Simultaneously, Indian National Shipowners' Association (INSA) members
should be co-opted into allocating 10% of preferably ship's actual crew

employment exclusively to post-sea training berths.

Proposal to IMO for Compulsory Training Slots aboard all ships.

It is felt that the time is ripe to approach the IMO with a proposal to make it
mandatory for ships to have 10% of them manning added on as trainee/internee
crew, to make provision accordingly.

Creating a Data Base

Page 51 of 412 Working Group Report on Shipping and IWT.doc



6.1

Vil
7.1

It is strongly recommended that this position should be remedied at the earliest.
The proposal of the DGS to -

(@)

(b)

Obtain seaman wise data from all registered manning agents of seamen
placed aboard ships should be seen also as an imperative from this
aspect and implemented as soon as possible, so that the data base can
begin to be built up. On an appropriately designed application, it should
be possible to derive very useful planning data from this primary
information. Of course, at the same time, it would become essential that
unregistered manning agents be stopped by liaison with the Visa
Authorities from sending seafarers out, to all kinds of dubious ships, and
to the detriment of a complete data base.

In addition to INDQOS, a biometric identity cum smart card, capable of
storing the individual’s professional record in electronic form must be
issued to every seafarer. This will finally put an end to the dubious

distinction that India has of being a repository of fake certificates.

Monitoring and Control

The quality, management and performance of training institutes, including their

faculty and passing trainees should be continuously monitored. This is most

urgently required for modular courses, where the institute independently conducts

all assessments, and frequent doubts have been expressed in the proper conduct of

courses.

This anomaly will be corrected under the proposed nation-wide

consolidation and re-organization of training systems under the Indian Maritime
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7.2

7.2.1

University (IMU), but the DGS should begin even under the present arrangement
to put systems in place which the IMU can adopt or build upon.

Rating of Training Institutes: Closure of Sub-Standard Ones and Transfer of

Students / Faculty to More Efficient Institutes

In 2004, the Directorate General of Shipping made it mandatory for all training
institutes to be rated by accredited rating agencies. The scope was later narrowed
down only to pre-sea training institutes. It is advised that the rating be done by an
‘Advisory Group’ empowered to closely monitor and continuously rate the
performance of every training institute. Those establishments that repeatedly fail
to attain benchmark performance standards will be ordered to shut down and the
trainees/faculty transferred to other superior institutes.

Impact of Indian Maritime University on Training, Academic Support Processes

The establishment of the Indian Maritime University (IMU) is nearing realization.
It should play the role of a centralized nodal agency for coordinating and
controlling maritime training throughout India. In due course, IMU must get
affiliated to the World Maritime University, and become a centre of excellence in
the content and quality of maritime training.

It is also hoped that the visibility and reputation of this University will
regularly attract large numbers of high quality entrants to select a career

in shipping, in a way similar to prestigious institutions like II'T’s and

IIM’s.
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7.2.2 Reconstitution of Academic Council Into an Advisory Group

The important role presently being played by the Regional Academic Councils
should be further strengthened by reconstituting them to form the Advisory
Group, as suggested above. This group must be headed by a domain expert and
comprise professional and technical bodies and organizations, industry veterans,

trainers and Government officials.

Besides absorbing the existing roles of the Academic Councils, including
inspecting institutes, this group will regularly review the entire training and
certification processes, including rating of institutes, implementing timely
changes in syllabi, training and assessment methods. It will be empowered to
advise the Government on policy matters relating to training and manpower
supply, and eventually to conduct all seafarers’ examinations independently, thus

freeing the Directorate to concentrate on core issues.

Initially, it is proposed that this team is established by volunteers, but once fully
functional, it can be institutionalized and a central corpus, jointly funded by
institutes, maritime education trusts and the Government, can pay a reasonable
honorarium to the members and reimburse expenses.  The structure of the

Advisory Group and a financial proposal on this issue are at Chapter VI.

7.2.3 Regional and National Support Resource Centre
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7.3.1

There is also a dire shortage of skilled faculty. The IMU and the Advisory
Group should form a Regional and National Support Resource Centre,
comprising a core team of expert faculty drawn from leading training institutes by
invitation and rotation. Expert members of this body will create a comprehensive
library of audio-visual training modules consisting of lectures, demonstrations
and exercises, covering the entire syllabus of each IMO model course. Secure
copies of these programmes could be then marketed to training institutes to
supplement course delivery in classrooms. Such distance-learning methods have
been very successfully used by the Open University in the United Kingdom and
IGNOU and other educational institutions in India. Besides ensuring a uniformly
high level of learning, this mode could overcome periods of faculty shortage. The
details are available in Chapter VI.

Faculty Competence Improvement Schemes and Support Systems

A system of providing all faculty with academic and practical training in teaching,
and regular refresher courses, including sea-going opportunities, be instituted for

achieving and maintaining the desired levels of competence.

In order to attract and retain the best faculty talent, the IMU should
ensure that the wage levels in training institutes are fixed at comparable

levels to the earnings in appropriate sea-going ranks.

Review of Examination and Certification Processes

Examination and Certification: The prevailing system is rather tedious with undue

emphasis on lengthy, theory-based written answers and subjective oral
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examinations. Very effective and efficient objective-type assessment techniques
can be used to reliably determine the level of knowledge, while simulator-based
exercises can demonstrate the candidate’s practical skills. Orals could be

reviewed and replaced by practical.

There is also need to make the entire process of assessment and certification more

transparent, user-friendly, speedy and effective.

Controller of Examinations:

It is proposed that a Controller of Examinations be appointed, one each for the
Nautical and Engineering branches, who will be responsible for selecting,
orienting and training the question setters, examiners, invigilators and
interviewers and generally directing and controlling the examination system, as
centrally as practicality will allow, and with a greater degree of security and lower
probability of leaks. Under his/her guidance, a comprehensive question and
answer bank can also be created, drawn on, and regularly reviewed, and updated,

as appropriate.

7.4 Shore Based Careers: Training Needs, Lateral Movement of Seafarers to  these

Positions

With India’s continuing economic growth, job opportunities for seafarers
will proportionately rise in the wider shipping industry, e.g. Port

Management, Agency Services, Maritime Law, Maritime Economics and
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7.6

Finance, Marine Insurance, Logistics, Cargo Surveying, Freight
Forwarding, Recruiting, Training, Travel and Tourism etc. In addition,
there is promising scope for higher studies and research in areas like
Marine Biology, Marine Ecology, Ballast Water Management,
Oceanography, Hydrography, Meteorology, Shipbuilding and Repair,
Naval Architecture, Marine Electronics/Engineering, Material Sciences and
several others. Hence, a lateral movement of seafarers to these positions
and activities 1s inevitable, but this should be seen not as a drain of
seafarers, but as an expansion and development of the industry in general

and consolidation of knowledge and skills.

Goal of at Least One Indian National on Every Foreign Flag Ship

With the assured volume of job opportunities over the next decade, India’s
goal should be to place at least one Indian seafarer on board every

merchant ship in the world.

Working Conditions

Employers will also be monitored for providing seafarers with a safe and
conducive work environment, favourable employment conditions, fair

treatment and continued in-service training. Although seafarer’s trade
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unions and associations may take on this role, the Directorate and the
Seamen’s’ Employment Office will vigorously pursue cases of gross

violation of seafarers’ rights.

VII The Financial proposals are furnished in Chapter VL.

EXECUTIVE SUMMARY

OF

SUB-GROUP REPORT

ON
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COASTAL SHIPPING
FOR
ELEVENTH FIVE YEAR PLAN

(2007- 2012)

11™ 5-YEAR PLAN — EXECUTIVE SUMMARY — COASTAL SHIPPING

1. Coastal Shipping serves India’s domestic and overseas trade, and is thus an
integral part of the supply chain in India’s total merchandise trade. With the
continuing high growth phase of the country’s economy, it is imperative to put in
place an efficient, cost-effective, world class integrated transport system for
carrying India’s burgeoning trade. As an environment friendly, more energy

efficient and cheaper mode compared to rail and road transport, Coastal shipping
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has great potential to relieve the pressure on these already over stretched land
based modes. Out of the total Major Ports traffic of 383.75 million tonnes (mt) in
2004-05, coastal traffic was 109.80 mt. During 2000 - 2005, it grew at 5.81%
CARG at the Major Ports with a share of 25% - 31% of the total traffic. India’s
Coastal traffic is estimated to increase from 116 million tonnes (2002-03) to 220
million tonnes by end of the 11" Plan period (2012). The country’s Coastal
vessels Tonnage as on 31.03.2006 comprised 497 vessels of 8,17,453 GT
(8,52,309 DWT). Over the last decade it grew at 8% CARG in terms of Number
of Vessels but only at 1.5% in GT, witnessing a remarkable growth in smaller size
vessels (Liner, Passenger-cum-Cargo & other types viz. Tugs, Ro-Ro, Dredgers,
Pilot / Survey launches etc.) with the coastal Bulk carrier & Tanker fleet
declining. Today, Coastal Shipping also comprises other activities viz. Offshore
Supply & Multipurpose Support for the Oil / Gas E & P industry, Port and
Harbour Services, Dredging etc.

Internationally, Coastal shipping is also known as Short Sea Shipping (SSS),
forming a vital link in the overall transport network in developed countries,
especially in Europe, where it handles 43% of cargo while in India it represents
less than 10% of the total domestic traffic. The US Maritime Administration
(MARAD) also places considerable emphasis on increased utilisation of SSS
(inland / coastal waterways) to manage projected trade growth and also create
jobs in ports, terminals & merchant marine, enhance national security etc. In
China too, the Ministry of Communications has announced massive growth and
development plans, inter alia, for its coastal shipping & ports through to the year
2020.

Page 60 of 412 Working Group Report on Shipping and IWT.doc



3.

In addition to its economic advantages, Coastal Shipping can ease traffic
congestions and arrest loss of human lives caused due to accidents, which occur
quite frequently in road transport mode. Annual losses due to road congestion in
the country are reported to be in the range of Rs. 200 — Rs. 300 billion and the
cost on account of accidents Rs. 100 billion, together aggregating to Rs. 300 — Rs.
400 billion annually. Thus, diverting just 5% of road cargoes to coastal shipping
would result in savings of Rs. 15 - 20 billion. annually; and larger quantum of
diversion would obviously increase this benefit to the nation proportionately.
Besides, Coastal Shipping has comparatively lower emissions of harmful
chemicals such as carbon dioxide, carbon monoxide, hydrocarbons, particulates
and nitrogen oxides compared to road / rail transport thereby considerably
reducing pollution related ecological and health hazards and the consequential

Socio-economic costs.

Unfortunately, despite having the lowest unit transportation cost for the sea leg,
the overall end-to-end cost by coastal shipping escalates due to inadequate port &
land side infrastructure (capacity, connectivity etc), resulting in a preference for
road / rail modes by the Trade. Burden of Customs duties, cumbersome Customs /
other procedures, low port productivity with high tariffs aggravate the problem.
Thus, a major reason for the slow growth of Coastal Shipping in India is its wafer
thin margins for investors. Coastal Shipping had not been receiving sufficiently
high priority for the support that it deserves as the Indian “Shipping” sub-sector
accounted for hardly around 5% of the funds allocated by the Government to the
entire “Transport” sector under the Five Year Plans (average of the first eight

Plans), of which the share of Coastal Shipping is minuscule.
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6.3

Thus, in addition to effectively addressing the above issues, adequate incentives
& level playing field are required to be extended to encourage the growth of
Indian coastal shipping companies in the face of stiff competition from foreign

lines.

The salient features of the suggestions for development of Coastal shipping and
for relieving the pressure & congestion on land based surface modes of transport
are highlighted below.

Amendment of Definitions / Sections pertaining to Coastal Shipping in the Indian
Merchant Shipping Act, 1958 to widen the scope of “coasting trade of India” to
include any service / activity performed within the coastal / territorial waters of
the country up to the Exclusive Economic Zone (EEZ) as defined in the Maritime
Zones Act, 1976 and also make a provision that various activities within “coasting
trade of India” will be exclusively for Indian registered ships. Accordingly,
consider amendment of Definitions of “Coasting Trade of India”, “Ship” and
“Vessel” and Application of Part (Sec 20 under Part V) and Application of Part
(Sec 405 under Part X1V).

In case “Shipping” cannot be granted infrastructure status, applicable benefits
accorded to Infrastructure industries to be extended to Coastal Shipping in
particular and, to Shipping in general viz. Tax benefits for those Indian
Companies not opting (or not eligible) for Tonnage Tax, (i.e. Automatic
exemption from Minimum Alternate Tax, Tax holidays, Quasi Equity Support
from Government / Financial Institutions as also Relaxation of ECB Guidelines.
Instituting / operationalisation of the Coastal Shipping Development Fund
(CSDF) proposed by the Government may be expedited. The proposed corpus of
Rs. 500 crore to be funded through Government Budgetary Support and may be
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6.4

6.5

6.6

6.7

increased by an additional Rs. 500 crore initially, aggregating to a total
Government Budgetary Support of Rs.1,000 crore in the next five years towards
part financing of the estimated investment of around Rs. 10,000 crore required for
acquisition of Coastal Vessels. Further, norms / parameters for the funding by
Banks / Financial Institutions to be based on the following lines:

Loan amount 90% of cost of vessels with promoters contributing remaining 10%
of margin money to procure / build ships for coastal operation; Interest rate 5.5%
- 6% p.a.; Loan tenure 15 years and above.

The corpus may be utilised for Government Counter Guarantee for raising the
Loan and bridging / funding Interest differential on the soft Loans.

Vessel building subsidy on the lines of Inland Vessel building subsidy (30% of
the ex-yard price of the vessel). The subsidy may be administered indirectly
through the banks to have better control on disbursements.

Waive Customs / Excise Duty on Bunkers & Stores. Alternatively, substantially
reduce effective rate of total Customs / Excise Duties / other Taxes to say 20% (of
basic cost) by suitably linking / utilising proposed CSDF corpus for bridging the
differential in Duties / Taxes.

Accord Ship Repair Unit (SRU) status to coastal vessel to extend benefit of no
duty / charges etc. for import of spares to Indian coastal vessel / Indian coastal
shipping company. Alternatively, exempt import / custom duties on spares and
stores for coastal vessels.

Instituting / implementation of the Centrally Sponsored Scheme (CSS) proposed
by the Government for Coastal Shipping & Port Infrastructural development may
be expedited. Initially, under the CSS the development of seven Minor (non-
major) ports has been proposed at an estimated total cost of around Rs. 1,500

crore for which a grant-in-aid of Rs. 500 crore (33%) would be provided by the
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6.9

6.10

6.11

6.12

6.13

Central Government through Government Budgetary Support with the remaining
67% to be contributed by the respective State Governments.

CSS not to be restricted to development of Minor (non-major) ports only, but
extended for developing all kinds of infrastructure for promotion of Coastal
Shipping - modelled on the lines of CSS for IWT development viz. 90% funding
by Central Government and 10% by concerned State Government(s).

Consider advising States with non-functional ports to expedite development of
such ports; and Central Government to approve / provide requisite Funds for basic
infrastructure development. Also, draft at Non-Major Ports to be increased to 6
Metres.

Indian Dredging companies to be provided adequate encouragement to attract
private investment in this area by adopting facilitative policies, e.g. “Use Industry
First” Policy as followed in USA by the Dredging Contractors of America (DCA).
Create Dry-docks & Ship Repair Yards at existing / new Non-Major Ports to
accommodate only smaller (coastal vessels) by providing draft of around 4 to 5
metres only. Needs allocation of requisite land and water frontage exclusively ear-
marked for this purpose. Small dysfunctional Dry-dock at Mumbai could be
upgraded / converted into a suitable Ship Repair facility.

Shifting the process of (overseeing) setting up the Dry dock / Ship Repair yards
from D.G.Shipping to the Indian Register of Shipping (IRS) to obviate adherence
to archaic Rules / Procedures and enable creation / development of requisite
facilities expeditiously.

Identify suitable Indian ports as feedering hubs to attract

transshipment traffic to Indian shores.
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Enhanced / adequate connectivity for ports with Rail / Road transport. All Non-
Major Ports to be also adequately connected to highways with four lane roads for
speedy cargo evacuation.

Separate tariff to be formulated for coastal vessels (i.e. not using a discounted
structure based on foreign-going vessels tariff). As several Minor (non-major)
ports have indicated interest in assisting in the development of coastal shipping,
the Central Government policy adopted for Major Ports to be mirrored by the
Maritime States and applied to Non-Major Ports as well.

Introduce simpler manning scale and adequate training facilities for floating staff.
Special Training programme specifically for coastal shipping - produce more
cadet officers for employment only on Near Coastal VVoyages (NCVs) - requisite
Government funding and a suitable policy to be formulated - Evolve suitable
course of action basis recent training initiatives at Barcelona, Spain.

Make certain elements of Crew wages tax free; Dispensation for manning
requirements as relief to coastal vessel operators

Introduce a Modal shift programme initiative on the lines of European Union’s
“Marco Polo” Programme comprising the two components: (a) Modal Shift action
and (b) Catalyst action. Contours of such Programme could be worked out by
consensus in the “Working Group on Shipping and IWT”. Complement above
initiative by (i) Central Government to consider diverting its own / its agencies’
cargo to Coastal Shipping; (ii) Due non-availability of cargo for Return VVoyages,
extend appropriate incentives to Trade (Multimodal Transport Operators and
shippers etc.) for adopting coastal shipping mode for sizeable domestic cargoes in
preference to rail / road mode: Deduction from taxable income based on traffic

diverted.
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6.21

6.22

6.23

6.24

Strict adherence to Cabotage with relaxation to be considered only on a case-to-
case basis.
Assigning work of surveying to Classification Surveyors to avoid delays to

vessels.

Reinstate as a status-quo-ante, the previous position / procedure i.e.
a foreign registered vessel to first seek a No-Objection Certificate
(NOC) from Indian Coastal Conference (ICC) and Indian National
Shipowners’ Association (INSA) before it could ferry cargo anywhere
along the Indian Coast (Recommended especially in the interest of
small Indian shipowners).

While granting specified licence for large vessels, e.g. in mega marine projects,
D.G. Shipping to consider obtaining entire project details, duration of entire
project, number of vessels, period of requirement etc., from project owner /
developer first, before issuing licence to operate identified (large) foreign flag
vessel(s). No licence to be granted for small vessels, until process of obtaining
NOC from ICC / other relevant bodies / organisations duly completed.

Provide at least 10% reduction in scantling of new building vessels
for coastal shipping. Also, as these vessels would be plying close to
the coast, logical relaxation to be granted in respect of keeping
Safety Equipment on board, adherence / compliance to ISPS Code,
etc.

Waiving the requirement of keeping certain High Value Equipments on board

coastal vessels.
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6.26

6.27

6.28

6.29

6.30

Formulate comprehensive list of separate rules regarding Design, Construction,
Operation, Safety, Pollution aspects etc. for Coastal Vessels / Shipping
incorporating specific relaxations.

Landing Fees structure and related charges including Service Tax to be
rationalised / levied only once either at loading or discharging port as in case of
rail / road transport.

Create / provide adequate facilities & requisite infrastructure at ports for
developing and encouraging new / emerging areas in Coastal Shipping sector with
promising growth potential.

Organic integration of Coastal Shipping and IWT modes / operations by bringing
the two modes under a single organization for their development in a focused
manner. Suitably institute concerted R&D activity for designing low draft (3m)
vessels of 3,000 DWT to facilitate this integration in the Eastern region and Goa
region. Areas identified for possible combined operation with 3,000 DWT vessels
are Coal movement between Paradip and Farakka (coastal-NW1); Container
movement between Paradip and Narayanganj (coastal-NW1-Bangladesh Protocol
route); Iron ore movement from hinterland to Goa port region (IWT-coastal
mode).

Create a Coastal Shipping Cell in Ministry of Shipping, RT & H on the analogy of
D.G. Shipping, Mumbai as work in Coastal Shipping sector would increase
tremendously.

Explore possibility of carving out a new Class of vessels in the Merchant
Shipping Act, 1958 to extend benefit of Tonnage Tax also to comparatively
smaller vessels, which are presently covered / registered under the Inland Vessels

(1.V.) Act. Suitable guidelines may be issued by Directorate General of Shipping
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stipulating relevant Design, Construction, Safety and Operational specifications /
parameters for this new Class of vessels.

EXECUTIVE SUMMARY
OF
SUB-GROUP REPORT

ON

MULTIMODAL
TRANSPORTATION

FOR

ELEVENTH FIVE YEAR PLAN
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(2007- 2012)

11™ 5-YEAR PLAN — EXECUTIVE SUMMARY — MULTIMODAL TRANSPORTATION

1.

The developed economies have witnessed an increasing thrust
towards containerisation over the past five decades, which
eventually became one of the key drivers in the growth of multimodal
transport sector in those countries. In India, the accelerated growth
in containerisation in the nineties and the increasing container
transport intensities in India’s EXIM trade, especially between the
hinterlands and the sea ports, have given an impetus to multimodal
transportation. However, the development of multimodal transport
has been adversely affected on account of various constraints and
reasons. Nevertheless, with the level of containerisation of cargoes
and container trade in the country expected to leapfrog in the
coming years, Multimodalism is poised to occupy “centre-stage” in

the gamut of logistics services. While several initiatives and
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measures have been adopted by the Government for promoting
multimodal transportation, further efforts and improvements would

be required for realising the true potential of multimodalism in India.

The inadequacy of port infrastructure / superstructure and road,
railhead, coastal shipping and IWT connectivity with ports are major
constraints that are hampering the growth of Indian container
shipping sector and multimodalism. There are also other institutional
impediments relating to Customs, Excise, Insurance and a lack of a
clear liability regime, that affect the smooth and seamless flow of
goods. These impediments impose a high cost burden on trade,
apart from congesting the already over-burdened land based

transport infrastructure.

With constantly increasing competitive pressures, exporters and
shippers have become increasingly demanding, looking for better
and innovative goods and services at ever lower prices. The
challenges before the domestic container logistics sector is, thus, to
acquire and integrate efficient and cost-effective technologies,
solutions etc. into their systems for providing Indian Shippers with
truly integrated multimodal transport / logistics value chain with the
benefits of visibility, control and seamless flow of goods along the

supply chain.
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With increasing security concerns since 9/11, most companies and
the governments recognise the need to implement comprehensive
and integrated end-to-end security that extends beyond asset
protection. There has been a proliferation and multiplicity of security
initiatives and legislations internationally, especially originating from
the USA, EU, and the International Maritime Organisation (IMO), and
complying with these initiatives entails significant levels of
investments. Further, it may be worthwhile to note that as regards
financing of transport security, there is little transparency in terms of
what money was raised for security, the levels of charges or taxes
levied, and how the money was actually spent. The heterogeneity of
approaches in funding the implementation of security measures and
the lack of transparency mean that there is also a possibility of some
distortion of competition. This is particularly relevant in cases where
certain ports require additional, more stringent measures than those

imposed by relevant legislation.

There has been an increased recognition of, and commitment to,
social inclusion with a specific focus on addressing the needs of the
poor and marginalised communities. Physical access to economic
and social opportunities is one of the contributions that a truly

integrated transport network can make towards this commitment.
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6.2

The salient features of the suggestions / recommendations for
promotion of Multimodal Transportation made by the Sub-Group are

highlighted below.

Amendment of Multimodal Transportation of Goods (MMTG) Act, 1993 and the
proposed Shipping and Trade Practices Act; and harmonisation of a liability
regime in India with internationally prevailing norms and practices.

Development of Port Infrastructural Facilities and Services well before
throughput volumes reach optimum capacity and easing congestion at Nhava
Sheva / Western Region through improved infrastructure / measures in the
Eastern Ports and dedicated, competitive container ports.

6.3 Impetus to the development of coastal shipping and integration of transfer

nodes - Grant of ‘Export’ status to feeder containers connecting with main line vessels at

Indian ports etc; Coordinated development of port related linkages (road / rail

connectivity etc.); Strengthening of IWT infrastructure.

6.4

6.5

Formulating a policy on rail connectivity: Improving and augmenting quality /
capacity in tandem with port development; Establishing more dedicated freight
corridors between major destinations and ports; Improvement in rail connectivity
to non-major ports; Level-playing field for already Licensed Operators for
privatisation of Running of Container Block Trains; Fast tracking National Rail
Vikas Yojana projects.

Improving & augmenting quality / capacity of Road Infrastructure and
Connectivity for effective back-end integration in ports infrastructure; Allowing
multi-axle trucks / incentives for fleet expansion; Permitting sealed trucks to
operate without en-route inspections to reduce border crossing delays (European
T.I.LR); Improved safety; Combination of Administrative / Technical / Legal

measures to: (i) improve axle load controls, (ii) resolve day to day operations
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issues and those related to approach roads that service the ports, (iii) improve &
ensure performance of ICDs / CFSs and their capabilities to handle projected
incremental traffic; Fast tracking NHDP projects; Higher Outlay for development
of Road infrastructure etc.

6.6 Impetus for developing requisite port side infrastructure at suitable

locations and acquisition of Ro-Ro ships, compatible trucks etc. on a comprehensive

scale.
6.7
6.8
6.9

6.10

6.11

6.12

Explore the possibility of captive power plant for all major ports

Encourage the concept of “Port City Complexes”, where feasible.

Revive / re-activate National Coordinating Agency for expeditious promotion of
Multimodal Transport.

Simplification of Customs procedures and formalities: Extensive computerisation
of Customs formalities & procedures; Innovative systems for Customs clearance
(applying Risk management technique); Reducing transaction costs — waiving
Customs examination of Export goods shipped under free Shipping Bill - with
small percentage of random / surprise checks on suspicions shipments, etc.
Appointment of officials handling government owned Port Trust and other
shipping related establishments for longer tenure; Encouraging / creating an
environment of trust with public servants; Additional power to Chairmen / Boards
of Port Trusts.

Balanced approach for managing the huge costs anticipated in securing the
Supply Chain in acquiring and implementing new security technologies /
solutions / initiatives, while maintaining competitiveness of Indian exports.
Similar principles to be applied to domestic transport industry, as is the case with
competitors in third countries for financing transport security: Alternatively,
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6.13

6.14

6.15

6.16

6.17

6.18

6.19

6.20

security taxes and charges to be explicitly explained to users with proper break
down.

Easier norms for movement of bonded goods from domestic locations allowing
MTOs to set up bonded warehouse, simplified coastal movement of bonded
goods, duty free import containers; Free movement of cargoes between ICDs,
CFSs and ports without separate bond and Bank Guarantee; Transparent / Time-
bound systems and procedures for swift disposal of uncleared goods; Allow
loading in multiple ICDs; Develop single EDI platform for all CFSs, ports,
Customs, shipping lines, forwarders, shippers; Permit movement of Groupage
containers from port to port and ICD to ICD similar to ICD-gateway ports.
Minimising Revenue loss and expenditure to carriers due to delayed auctioning
process for imported cargoes deemed as abandoned by the consignee by
stipulating appropriate procedures.

Develop ICDs as complete logistic hub - with Public Private Partnerships.
Incentives to investments in infrastructure for developing multimodalism.

Limit Road movement of cargoes / containers to short-hauls for optimal
utilisation of Rail Freight Corridor being developed by suitable incentives to
shippers / trade.

Similar rules, penalties in each jurisdiction, Port through appropriate laws towards
overloading as per Supreme Court order.

Rationalize Service tax issues and explore uniformity in taxation to avoid
confusion, misuse, undirected penalties.

Opening more ICDs especially in export zones; uniformity in application of
Customs laws across these ICDs; Stringent norms / annual approval mechanism /
safety & quality audits of Ports & ICD - building a level playing field for all

operators.
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6.21

6.22

6.23

7.2

Streamlining documentation requirements in EXIM trade & avoiding /
minimising bottlenecks such as Octroi, multiple checks, hold ups at port gates etc.
and trade facilitative measures.

Clear definition of the liability of ICD / CFS operators, road transport providers
and Container Corporation.

Developing requisite HRD strategies

Conclusion and Way Forward

The country’s transport system needs to be optimised by means of advanced
logistics solutions with accelerated development of Coastal Shipping / Inland
Waterways etc. and enhanced connections between deep-sea shipping and
hinterland areas through an optimal multimodal network resulting in efficient co-
modality and sustainable utilisation of resources.

There is a need to integrate logistics thinking in the National Transport Policy
with market-oriented approach and including social and environmental
dimensions. It is, therefore, felt that after due consultations on the present Sub-
Group’s Report, and based on a framework strategy for freight transport logistics
that could arise from the same, the Planning Commission could present an Action
Plan for Freight Transport Logistics covering both pure uni-modal logistics and
multimodal logistics, in the 11™ Plan Document. The above mentioned Action
Plan could set a landmark for advanced freight transport logistics development in

the country, and may, if appropriate, be accompanied by specific proposals.

*hkkkhkhkkkiik

Page 75 of 412 Working Group Report on Shipping and IWT.doc



EXECUTIVE SUMMARY
OF
SUB-GROUP REPORT

ON

LIGHTHOUSES

Page 76 of 412 Working Group Report on Shipping and IWT.doc




AND
LIGHTSHIPS

FOR
ELEVENTH FIVE YEAR PLAN

(2007- 2012)

11™ 5-YEAR PLAN — EXECUTIVE SUMMARY — LIGHTHOUSES & LIGHTSHIPS

An outlay of Rs 340.45 crore is proposed for the 11" Plan 2007-2012 for the spill over
and new projects as per details below:-

(A)  Spillover Projects -
An outlay of Rs.112.85 crore is proposed for the spill over projects of 10" Plan
period as listed below:-
(Rs in lakh)

SI No Name of the Scheme Plan
Outlay
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(B)

(1) Establishment of Coastal VVessel Traffic Service in GOK 4000.00
(if) | Establishment of a lighted beacon at Chidiya Tapu at AandN 20.00
Islands
(iii) | Establishment of a lighted beacon at Sister Island in AandN 20.00
Islands.
(iv) | Establishment of a lighted beacon at Cape Edinburg Island at 25.00
AandN
(v) | Establishment of a lighted beacon at Tries Islet at AandN 25.00
Islands
(vi) | Establishment of a lighted beacon at North East tip of Minicoy 30.00
Island
(vii) | Establishment of a Major Lighthouse at Chilka 100.00
(viii) | Establishment of a Major Lighthouse with Racon at Rava Port 110.00
(ix) | Establishment of a Major Lighthouse at Iskapalipalem 65.00
(x) | Establishment of a Major Lighthouse with Racon at Honavar 40.00
(xi) | Establishment of Coastal Vessel Traffic Service in Gulf of 6100.00
Khambat
(xii) | Remote Control and Automation of Lighthouses Port Blair LH 400.00
Dist.
(xiii) | Remote Control and Automation of Lighthouses Mumbai LH 250.00
Dist.
(xiv) | Replacement of MV Deep Stambh 100.00
Sub Total (A) 11285.00

New Projects

New projects in respect of the Directorate have been split in five sub-groups —

a) Visual aids consisting of lighthouses, buoys etc.
b) Radio aids

c) Development of Information Technology.

d) Replacement of Assets

e) Flotilla

()

Visual Aids

The sub committee of the CACL, while going through the proposals for the 10"

plan marked certain locations and advised to take up the work in subsequent

plans. The scheme of lighthouses at Pumpoohar, Malipatanam, Markanam,
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Baruva Port, Maipura Point, etc. is outcome of this decision. After Tsunami,
Andaman administration have requested for lighthouses at Kota-ta Pain in
Campbel Bay harbour, Hoiniph Rock Point in Katchal harbour, Somberreo Point
in Pillowmillow Island and Murray Point in Kondul harbour. It is proposed to
mark a new deep-water channel for VLCCs coming from Middle East to reduce
the voyage time. The Directorate has been entrusted with the activities of marking
wrecks for which separate provision has been made. Given the conditions of local
light, which form a vital infrastructure in present day coastal shipping and lifeline
for the fishermen, it has been planned to improve the condition of local lights.
Also, keeping the world trend and the recommendations of Parliamentary
Committee on Transport and Tourism, it is planned to beautify the lighthouses.
The Directorate is having its own administrative buildings and staff quarters at
regional centres where central pool accommodation are not available except at
Vishakhapatnam where the Directorate is presently functioning from the Port
premises. It is proposed to construct office building complex and staff quarters at
Vishakhapatnam. A provision of Rs.34.60 crore is proposed for all these projects

in the 11" Plan period.

(b) Radio Aids

The Automatic Identification System (AIS) has been accepted as a new tool for
safety and security all over the world. The Directorate has proposed to network
the entire Indian Coastline, similar on the lines of most of European, Latin
American and North American countries. During 10" Plan period Directorate has
increased the number of Racons from 30 to 48. It is now proposed to increase the
number to about 80. The scheme of Automation is presently under

implementation in two regions. One region is already under operation. It is
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proposed to cover the remaining regions during the 11" Plan. It is proposed to
establish a DGPS station at Rameshwaram for providing accurate position fixing
system for the vessels traversing Sethusamudram ship channel. A provision of Rs

78.00 crore has been proposed for Radio Aids during the 11" Plan period.

(c) Development of IT

As a part of intelligent information gathering and interacting system, it is
proposed to connect the headquarters and regional offices through a wide area
network. The existing Local Area Network at regional offices and headquarters
too shall be revamped. An outlay of Rs 10 crore is proposed for the 11" Plan

period.

(d) Replacement of Assets

Based on the Capital Base of the inventory, the Directorate maintains
Depreciation Reserve Fund which is Rs 65.51 crore. The Directorate carries out
replacement of old assets out of this fund. A provision of Rs 5 crore has been

made in the 11" Plan under replacement of assets for replacing the old assets.

(e) Flotilla
The Lighthouse tender vessel MV Pradeep caters to the need of lighthouses
located in AandN islands. The vessel was built in eighties and has become aged.
After Tsunami, a need has been felt for a faster and more agile vessel. It is
proposed to replace the existing vessel. The manifold increase in number of aids,
development of new deep water channels and wreck marking and the need of
routine monitoring has necessitated the acquisition of a new Lighthouse Tender

Vessel It has been planned to induct a new vessel in the fleet of large ocean
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going vessels of the Directorate. A provision of Rs 100 crore is proposed for the
flotilla during the 11" Plan period.

Total (B) = B (a+b+c+d +e) = 227.60 crore
Total Outlay proposed — (A)+( B) = Rs.112.85+227.60 = Rs.340.45 crore

*kk

EXECUTIVE SUMMARY

OF
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SUB-GROUP REPORT
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FOR
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11™ 5-YEAR PLAN — EXECUTIVE SUMMARY — INLAND WATER TRANSPORT | & 2
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Freight transportation is an important economic activity which provides for carriage of
goods (could be raw materials, semi-finished or finished goods) from one place to
another. It is one of the key elements of the supply chain and links buyers and sellers. In
a macro economic sense, transport system contributes to the nation's economic
product and thus plays a crucial role in strengthening the economy. An efficient
transportation system will make greater contribution to the nation’s economy. At
the same time, there are environmental concerns as this sector is a major consumer of
fossil fuels and accounts for a substantial proportion of air pollution and greenhouse

gases emissions.

India’s freight transportation system comprises various modes such as road, rail,
inland waterways, coastal shipping, pipelines etc and its strength is dependent on the
synergies that result from the integration of the various modes and from the collaborative
efforts of the stakeholders. Different modes have different characteristics in terms of
capacity, energy efficiency, time and cost. In addition, new technology and innovations in
vehicles, freight handling etc can alter these characteristics. For instance, while rail and
road may have the comparative advantage on cost and time front, the waterborne
transport modes have comparative advantages on energy efficiency and pollution fronts.
The nation should look at synergy among various modes in operational terms so that the
output of the transportation system in terms of its efficiency is more than the sum of its
components (modes). This would happen if the various modes complement one another
rather than compete with each another. Unfortunately, the transport development policy
paradigm pursued in India so far has facilitated development of individual modes in an
isolated manner. The result is:

(1) The transport market has developed on uni-modal lines disregarding

environmental concerns and possible intermodal linkages;
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(i) While certain modes are getting congested, waterborne modes particularly IWT
and Coastal Shipping are underdeveloped. There is also under-investment in
IWT and Coastal Shipping sectors vis-a-vis levels reached in road and rail
modes. As a result, there is under utilization of waterborne modes;
(iii) The growth is most prominent in the road transport sector which is incidentally
the most polluting mode.

An integrated transport policy that is deliberately inter modal can enhance the
performance and service levels offered by the transportation system on both economic
and environment fronts on the one hand and facilitate balanced growth of various modes
and give competitive edge to the country’s supply chain on the other. Accordingly, thrust
should be on developing requisite infrastructure and inter-modal linkages. The
responsibility of development of Inland Water Transport (IWT) mode is vested in Inland
Waterways Authority of India (IWAI), a statutory body under Ministry of Shipping, Road
Transport and Highways.

As in the previous Five Year Plan (ie 10™ Plan), Planning Commission constituted
Working Group on Shipping and IWT to facilitate formulation of 11" Plan. In turn,
Ministry of Shipping constituted two Sub-Groups on IWT headed by Chairman and Vice
Chairman, IWALI. It was decided at the level of Secretary (Shipping) that IWAI should
present one single report for the IWT sector by combining the outcome of the

deliberations of the two sub-groups.

The chapter plan of the Combined Report is as below:-
Chapter-1 - Review of Financial and Physical performance of IWT
Sector during 10" Five Year Plan
Chapter-2 - Review of IWT Policy 2001
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Chapter-3 - Role of IWT in achieving Optimal Inter-modal mix

Chapter-4 - Utilization of IWT mode for North East and Trade with
Bangladesh

Chapter-5 - Training facilities in respect of IWT

Chapter-6 - Paradigm shift in IWT development

Chapter-7 - Programme for Development and Fund requirement

for 11" Plan
Chapter-1 deals with the review of financial and physical performance of IWT
sector covering Inland Waterways Authority of India (IWAI), Central Inland Water
Transport Corporation Ltd (CIWTC) and Centrally Sponsored Schemes (CSS). It gives
requirement of fund suggested by 10" Plan Working Group, Plan allocation made, fund
released and utilized under various schemes implemented during 10" Plan period and
details thereof.

Against the 10™ Plan proposal of Rs 5665 crores (Rs 4998 for IWAI schemes, Rs
450 crores for CSS and Rs 217 crores for CIWTC schemes), an outlay of Rs 903 crores
was approved. Out of this, the outlay for IWAI was Rs 636.73 crores. The approved BE/
RE for IWAI against this was Rs 513 crores (Rs 315 crores as BS + Rs 198 crores under
NE Pool of funds). An expenditure of Rs 275 crores was made till August, 2006 and a
further amount of Rs 202 crores was likely to be spent by March, 2007. Thus the total
expenditure could be of the order of Rs 477 crores.

The expenditure was incurred mainly on maintenance of fairway including
procurement of vessels for channel development (dredgers, survey launches etc), setting
up of terminals, provision of navigational aids, procurement of cargo vessels for

demonstration purpose etc for the three national waterways, techno-economic feasibility
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studies on other waterway systems, assistance to States under Centrally Sponsored
Scheme (CSS) and Inland Vessel Building Subsidy Scheme (IVBSS) to entrepreneurs for

procurement of IWT vessels.

Major achievements in physical terms during 10" Plan period were:-
(i)__National Waterway No. 1:- Least Available Depth (LAD) of 2 m was

maintained between Haldia and Patna (1020 km) and 1.5 m between Patna and Varanasi
for about 330 days. Night navigation aids were also provided between Tribeni and
Farakka. Floating jetties with pontoon mounted cranes/shore cranes have been provided
at Haldia, Kolkata, Karagola, Bhagalpur, Patna, Varanasi and Allahabad. Fixed concrete
jetties exist at Kolkata, Farakka and Pakur. Construction work of permanent RCC
terminal at Patna is almost completed. For making container handling possible on this
terminal, a container handling crane has been installed. Project for construction of high
level jetty at Patna has been sanctioned and work entrusted to CPWD on deposit basis.
Three projects for formation of joint Venture with IWAI and private sector for jetties at
Bandel, Kolaghat and Budge-Budge in West Bengal for transportation of flyash have
been finalized and for one project of acquisition of barges for transportation between
Kolkata and Mongla bids were received and processed.

(i) National Waterway No. 2:- LAD of 2 m for 330 days was maintained

between Dhubri-Dibrugarh (768 km). Night navigation facilities were also provided
between Dhubri and Pandu (255 km). Floating jetties with pontoon mounted cranes/
shore cranes have been provided at Dhubri, Jogighopa and Pandu. Construction work of
permanent RCC terminal at Pandu is in progress. For making container handling possible
on this terminal one container handling crane has been installed. Project for construction

of high level jetty at Pandu has been sanctioned and work entrusted to CPWD on deposit
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basis. A coal terminal is being developed at Jogighopa. JV bids have been received
from private parties for operation of vessels between O-D pairs of Dhubri- Kolkata and
Pandu- Kolkata.

(iii)_National Waterway No. 3:-LAD of 2 m was maintained in Kochi- Alappuzha

stretch. 2 m depth was also maintained in most part of Kochi — Kottappuram,
Udyogamandal and Champakkara canals (about 135 km). Completion of capital
dredging in remaining stretch however got delayed due to local issues. Day channel
marks using coconut/concrete pillars and 24 hrs navigational aids were provided and
maintained in Udyogamandal and Champakkara canals and in Kochi-Alappuzha stretch.
Terminals at seven locations namely Kottapuram, Aluva, Maradu, Vaikom,

Thaneermukkam, Trikkunnapuzha and Kayamkulam were completed.

(iv) Cargo movement:-An increased trend in cargo movement was observed as

shown below:-
(in btkm)
2002-03 0.128 0.004 0.019
2003-04 0.160 0.029 0.022
2004-05 0.312 0.025 0.015
2005-06 0.411 0.032 0.017

In the IWT Sector (country as a whole) there was an increase in cargo movement
from 1.5 btkm in 2000 to 2.82 btkm in 2006. On the front of utilization of National
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Waterways, there have been some encouraging developments. Demonstrative
voyages/Fixed Schedule Sailings are being carried out on National Waterway No. 1
between Haldia and Patna since January, 2004 using CIWTC’s as well as IWAI’s own
vessels. 13 vessels of CIWTC have been leased out to the private sector and these are
being used for cargo transportation. There have been regular transportations of POL
products of Numaligarh Refinery by private sector, passenger vessel of a private
company is successfully running tourist service in NW-2 for last two years between
various points in the Dhubri - Dibrugarh stretch and two new passenger vessels for river

tourism have been constructed for NW-1 and 2.

(v) Inland Vessel Building Subsidy Scheme (IVBSS):- 1VBSS providing 30%

subsidy for acquisition of inland vessel by an entrepreneur for operation on three

National Waterways has been under operation since 1% April, 2002. Construction of 6
vessels (5 cargo vessels and 1 dredger) is in progress. Though not many vessels got
constructed under this scheme in last 4 years, this scheme will be more attractive to the
entrepreneurs when National Waterways become fully functional as planned by IWAL.

(vi) Public Private Partnership Projects (PPP):- 11 projects were identified. Out of

these, three projects for jetties for fly ash handling at Bandel, Budge-Budge and Kolaghat
in West Bengal were finalized. Some bids have also been received for projects for barge
operation in NW-1 and NW-2 (four O-D pairs) which are under process. Through another
consultant, a turn key project for transportation of 3-4 million tones NTPC coal per year

is being developed as a Public Private Partnership project.

(vii) Centrally sponsored Scheme :- 32 projects of 13 States (Andhra Pradesh,

Assam, Bihar, Goa, Himachal Pradesh, Karnataka, Kerala, Maharashtra, Madhya

Pradesh, Orissa, Tripura, Uttar Pradesh and West Bengal) at a cost of Rs. 98.68 cr have
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been sanctioned and fund of Rs. 41.77 cr was also released to these States in last three

years.

(viii) National Inland Navigation Institute, Patna:- An institute of national

importance, viz, National Inland Navigation Institute (NINI), Patna, became functional
from Feb. 2004. This is the first institute of its kind in the country. About 460 trainees

have successfully completed vessel crew training courses so far.

(ix) ADB Funding:- 3 projects were identified under Phase-1 study by ADB’s
consultant viz Haldia-Patna sector of NW-1, Dhubri-Dibrugarh sector of NW-2 and

Brahmani river in Orissa. Final report of Phase-11 of the study is awaited.

(x) An Action Plan was formulated with a view to make the three National
Waterways fully operational by March, 2008 and projects thereof are under

implementation.

(xi) National Productivity Council (NPC) study was commissioned for capacity
building of IWAI
(xii) Declaration of three new National Waterways is likely by the end of 10"

Plan

Further, there have been significant developments in the realm of IWT affairs that
have a bearing on the approach to IWT development during 11" Plan. These are as under:
i) Thrust Area envisages gradual shift of domestic cargo from rail and road
modes to IWT, for increasing IWT’s share from the present level of less
than 1% to 2%.
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i) New Maritime Policy (Vision 2025) having sizeable IWT part is on the
anvil.

iii) NMDP was launched in December 2005 containing 15 projects of IWT
sector and necessitating Rs10,500 crore investments in next 10 years

iv) Revised CSS has been a success and various State Govts availed the
scheme for development of State waterways. The trend is likely to
continue in 11™ Plan. By including IWT training infrastructure and dry
docking facilities etc under the purview of this scheme, it is expected that
CSS will be more attractive from State’s perspective.

v) Though the IVBSS came into being from 1% April, 2002, so far only 6
vessels are under construction. Hence there is a need to make it simpler.
There is also a need to extend the scheme upto the year 2025 (currently
valid upto March, 2007) so that vessels under private sector ownership are
available in sufficient numbers for carrying cargo.

vi) Because of increasing saturation and congestion of rail/ road modes there
is a need for policy dispensation to facilitate movement of bulk
commaodities preferably by IWT.

vii) CIWTC the only PSU IWT operator is under disinvestment. Thus there is
a need for encouraging private sector participation in acquisition and
operation of vessels.

Chapter-2 deals with the review of IWT Policy 2001 in seven identified areas namely (i)
(1) JV by IWAI (ii) Equity participation by IWAI in BOT projects (iii) Vessel Building
Subsidy of 30% (iv) Tax exemption similar to National Highways (v) Enhancement in
depreciation rate for inland vessels (vi) Custom duty concession for selected items and
(vii) Raising of Bonds by IWAI.
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There has been some positive development in each of these areas except raising of
bonds by IWAI and BOT projects for which need was not felt. Some JV projects were
finalized, 1VBSS made operational and notification with respect to Tax exemption,
depreciation rate and custom duty concession were issued. With further development of

IWT infrastructure, these policy measures will become more effective.

Chapter-3 deals with the International IWT experience in Continental Europe, China and
USA and Indian experience. In continental Europe, out of 26,000 km of navigable
waterways, 17,000 km length is having depth more than 2.75 m. The European Union
(EVU) has launched a specific modal shift programme called “Marco Polo” in 2003. In
China, out of 119,000 km of navigable waterways, 5000 km length is having depth more
than 2.75 m. Besides, 2000 inland ports exist in China. In USA, out of 41,000 km of
navigable waterways, 24,000 km length is having depth more than 2.75 m. The IWT
modal share in Netherlands is 42%, France 15%, Hungary 15%, Germany 14%, Belgium
13% and in US 15%. India has 14,500 km of navigable waterways, of which about 5700
km is navigable by mechanized vessels, however the modal share of IWT in India is
0.28% only.

Chapter-4 deals with the issues related to development of waterways for increased
transportation by IWT mode in the North East. Under the Indo- Bangladesh IWT Transit
and Trade Protocol, inland vessels of one country can move in the designated routes of
the other country for transit as well as inter-country trade. There has been significant
improvement in transport of cargo by IWT mode on the Protocol Route between
Haldia/Kolkata and Bangladesh in last 2-3 years. This Protocol was to be renewed every
two years. But, now it is being renewed on piecemeal basis. The designated transit

routes are Kolkata-Pandu-Kolkata, Kolkata-Karimganj-Kolkata, Pandu-Karimganj-Pandu
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and Rajshahi-Dhulian-Rajshahi. For inter-country trade, four ports of call have been
nominated in each country. These are Kolkata, Haldia, Pandu and Karimganj in India
and Narayanganj, Khulna, Mongla and Sirajganj in Bangladesh. Importance of IWT
mode for connectivity of North-East and Bangladesh has been highlighted in this chapter.
It gives constraints in IWT development in this area and suggested solutions thereto.

Chapter-5 deals with various IWT training facilities available in India viz NINI, State
centers of Assam, Orissa and Goa. 462 personnels were trained in NINI during 10" Plan
period. As per the modal shift programme, the requirement of trained IWT man power
will be of the order of 50,000 by 2025 ie at the end of 11" Plan period, it will be about
12,500. This does not include the manpower required for country boats. There is thus a
need for imparting qualitative and standard training . A training modeled on STCW 95
pattern is therefore proposed. Further, it is also proposed that all riverine and coastal
States should set up State training institutes, which in turn should establish good liaison

with other institutes of repute.

Chapter-6 deals with the need for Paradigm shift in IWT development during 11"
Plan. The paradigm shift would be required on the following fronts:-

Q) Throughput oriented strategy: At the end of the 9" Plan period the
IWT share was 1.5 billion ton-km. The present throughput of IWT is 2.82
billion ton-km. An increase of 1.32 billon ton-km has been achieved during
the 10" Plan period. With targeted investment of Rs 11,500 crores during 11"

Plan, the targeted throughput envisaged is 5 billion ton-km by the end of 11"
Plan period ( ie by 2012)
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(i) Quantum jump in public funding: There has been under

investment in IWT infrastructure vis-a-vis road and rail. Hence there ought to
be quantum jump in funding of IWT sector in 11" Plan

(iii) Institutional Capacity Building of [IWAI and State level

Institutions : Assuming that entire projected outlay is provided to IWAI, it
will be able to absorb the outlay and deliver only if its capacity, mainly in
terms of its technical expertise to handle and implement infrastructure
projects, is enhanced. Similarly the State level implementing agency (IWT
Directorate) should also be adequately strengthened.

(iv) Organic integration of IWT and Coastal Shipping: Organic

integration of Coastal Shipping and IWT will certainly increase the
momentum of IWT activities in all coastal States. The existing 30% subsidy
in vessel building needs to be extended to the vessels capable of doing both
coastal and IWT legs.

(V) Composite transportation projects to be the mainstay: The IWT

development paradigm pursued so far has been development of various
components (terminals, fairway, cargo handling equipments, operations) vide
separate projects in standalone manner. This approach has not helped in
development of IWT sector in an integrated manner. The yardstick of
performance of IWT sector is the modal share of IWT, which in turn is
dependent both on the quality of infrastructure and the productivity of IWT
vessels. Therefore it is felt that an integrated approach may yield desirable
results, which would mean planning composite transportation projects
(combining both infrastructure and operation components) and support it with

viability gap funding, if required.
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(vi) Improving Productivity: The productivity of the IWT vessels in
India is quite low, ie on the average of 5000 ton-km per DWT vis-a-vis 15000
ton-km per DWT in developed countires. Hence there is a need for R&D for
designing suitable vessels for pure IWT operation as well as for IWT/ Coastal
Shipping combined movements. Besides, attention must be paid to improving
qualitative aspects of cargo handling equipments, terminal operation etc.

(vii) Coverage of National Waterways (NWs): By the end of 11"

Plan, three new Waterways are likely to be added to the existing 3 NWs,
taking the total coverage to 4500 Kms. The focus in 11" Plan should be to put
requisite infrastructure on the existing waterways, make them fully functional
and get on with development of new NWs on fast track.

(viii) Setting up of a Committee to study Integrated Transport

Planning: A High Powered Committee on the lines of National Transport
Policy Committee (1980) should be set up to study the Integrated Transport
Planning affairs.

(ix) Connecting remote areas by adopting fish bone model &

Development of State Waterways: All riverine States should develop

waterways as feeder routes to National Waterways by adopting the fish-bone
model of development. Major waterways of the States should be identified
and classified as “State Waterways” for priority funding. More funds will be
required during 11" Plan as response of CSS during 10" plan has been
encouraging.

(x) New Scheme for Unorganized Sector: Modernization/

improvement of country boats ( Bhut-Bhutis) in the North East area and other
areas of the country should be taken up under a new scheme. It will improve

the efficiency of the small vessels and thereby increase employment
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opportunities and efficiency of IWT sector as a whole. It will also help in
poverty alleviation and remote area connectivity.

(xi) Reaching threshold level of IWT development by Public

investment during 11" Plan: Once the sector develops and reaches a threshold

level, private funding/ extra budgetary resources will start flowing
automatically.
xii)_Training on SCTW 95 pattern & Network of Training Institutes: To meet

the trained manpower requirement for the vessels, it is necessary that all
riverine and coastal States should set up state level Crew Training Institutes to
be networked to NINI. For ensuring quality and standard training, it should
be modeled on STCW 95 pattern.

xiii) Fleet Augmentation: Modal Share of 2% by 2025 will require 2500 new

vessels. The strategy suggested in this regard is (i) Extension of IVBSS upto
2025 and increasing its scope and (ii) Formation of a Vessel Leasing
Company on JV basis by IWAI involving a private partner.

xiv)_Bringing about uniformity in legal regime for IWT operations: The L.V.

Act should be amended to facilitate uniformity in legal regime and conducive
hassle free inter-state IWT operations. Re-writing of IV Act may also be
considered. The State Govts have to formulate IV Rules for implementation
under IV Act keeping in view the operational requirements of the respective
States. This should be based on Model 1V Rules framed by IWAL.

XV)_Promoting passenger transport on Rivers: The passenger transport sub-

sector has remained neglected. During 11" Plan, due emphasis should be laid
on promoting passenger transport on rivers/ inland waterways by making

appropriate policy intervention.
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xvi) New emphasis on co-operation with Bangladesh: For achieving higher

exports and better connectivity to NER, new emphasis on co-operation with
Bangladesh is envisaged during 11™ Plan period. This will be perused by
adding more Protocol routes, more Ports of call and improved cargo handling
facilities on Protocol routes.

xvii)_Encouraging Modal Shift through close ended Incentives: A modal shift

programme on the lines of “Marco Polo” of the European Union (EU) should
be implemented in the Indian context to effect targeted modal shift. A package
of incentives for IWT operations including a specific incentive scheme of
providing @20 paise per ton-km of cargo moved through identified IWT

routes is proposed.

Chapter-7 deals with the programme for development (both physical and financial
details) for 11" Plan under ongoing schemes ie Grants to IWAI( NW-1, NW-3, New
National Waterways, JV etc) , Technical studies and R&D, IVBSS, CSS, NE Pool of
funds ( for NW-2, Protocol route and river Barak) and the new schemes. It also gives
the details of source of funding. The requirement of funds (IWAI & CSS only) during
11" Five Year Plan has been projected as below:-

(Rs in crores)

Ongoing Schemes BS EBR Total
Grants to IWAI (NW1, 3, JV) 1620 1050 2670
Technical Studies and R&D 50 - 50
IVBSS 480 1120 1600
CSS 650 - 650
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NE Area (NW 2, Protocol, CSS) 842 - 842
Total 3642 2170 5812

An outlay of Rs 5688 crores is proposed under “New Schemes”, out of which the
Budgetary Support would be Rs 2338 crores and the EBR component Rs 3350 crores.
The broad break-up given below:-

Name of New Scheme BS EBR
Total
New National Waterways 1488 - 1488
Incentive for IWT Operators 100 - 100
Mechanization of country crafts
( Bhut-bhuties) 50 50 100
Vessel Leasing Special Purpose Vehicle (SPV) 100 525 625
Dedicated IWT Development Fund (JV for vessel) 500 2625 3125
Funding for composite transportation projects 100 150 250
Total 2338 3350 5688
Summary of 11" Plan proposals
Schemes/ Projects BS EBR Total

(Rsin crores) | (Rsincrores) | (Rsin crores)

Ongoing Schemes/ projects 3642 2170 5812
New Schemes 2338 3350 5688

Page 97 of 412 Working Group Report on Shipping and IWT.doc



Total

5980

5520

11500

It is expected that the road map chalked out vide this document will be supported
and matched by requisite funds as shown above, as also by capacity building of IWAI
during 11" Plan. With this support from Govt, development of IWT Sector is expected to

reach the requisite threshold level to pave the way for private sector participation in a big

Total

Rs 11500 crores

way as witnessed in the case of other transport modes, particularly road.
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FINANCING
FOR
ELEVENTH FIVE YEAR PLAN

(2007- 2012)

11™ 5-YEAR PLAN — EXECUTIVE SUMMARY - FINANCING

1. Historically, the shipping sector in India has not been keeping pace with the overall
global growth of shipping and maritime activities in spite of having substantial potential
for growth. The growth of shipping tonnage over the past has been meagre. The Gross
Register Tonnage (GRT) in the beginning of IX™ Plan (April 1997) was 6.91 million
tones whereas in the beginning of Xth Plan (April 2002) was 6.82 million tones thereby

showing reduction in the GRT rather than any increase over five years.
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The Gross Registered Tonnage as on 1.7.2006 is 8.58 million only which is hardly 1.5%
of the world fleet of ships.

In the Xth Plan, there was no target of investment set. The actual tonnage (GRT) added
in the first four years i.e. 2002-03 to 2005-06 of the Xth Plan period was 4.20 million.
The corresponding investment was of the order of Rs. 10,600 crores only. It was
observed that most of the tonnage acquisition happened with the introduction of tonnage
tax scheme by the Government of India which gave a fillip to the investment by making

this sector attractive.

Investment requirement during Xlth Plan Period

Based on the reports of INSA and other available information, it is estimated that an
amount of about Rs. 72,000 crores will be required during the Xlth Plan period for
investment in acquisition of ships, port/shipbuilding and IWT areas. Considering
debt:equity ratio of 70:30, the requirement of equity is to the tune of about Rs. 21,600

crores and requirement of borrowing comes to about Rs. 50,400 crores

The equity component in case of already established companies are expected to be
deployed primarily from the internal resources which is supplemented by tonnage tax
reserves.

As far as borrowing from market is concerned, there are following issues :-

@) Availability of fund and depth of market (domestic and international).

(b) Tenure of borrowing available.
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(©)

(d)

Exposure norms of commercial banks.

Withholding tax on interest in case of External Commercial Borrowings (ECBS).

The views from the Bankers :

(a)

(b)

Availability of fund and depth of market (domestic and international)

In the domestic market, the different sectors compete with each other in getting
loan from domestic lenders. However, how much money get available to each
sector depends on the attractiveness of that particular sector to the lenders. This
is again determined by the certainty/uncertainty of the revenue flow, the fiscal
regime in which the sector is operating and the applicable exposure norms of the
lenders. The banking community monitors the performance of sectors seeking
loan. As per current indications, the shipping industry is buoyant with
reasonably good EBITDA margins. It is expected that exim trade from India is
to grow at a healthy rate. Therefore, funding by way of debt from the banking
system for viable projects will not be a constraint. However, preference is likely
to be given to companies that have relatively young fleet that meets with the
requirements of the safety and command better freight rates and where steady
income stream is assured through long term chartering/tie ups for some part of

the revenue to be earned.

Tenure of borrowing available

Ships fair life being about 20-25 years, the tenure of borrowing required is fairly
long term, not less than 10 years. In the domestic market, there are not many

banks, who can provide such long term loan due to the inherent mismatch of

Page 102 of 412 Working Group Report on Shipping and IWT.doc



(©)

asset and liability in their books. Therefore, in the domestic market, it may be
difficult to get such long term loan at optimum terms and conditions. Domestic
lenders are likely to insist on reset clause of interest after say 3-5 years to
overcome the asset liability mismatch in their books. In the international market,
however, the availability of borrowing for such long tenure of 10-12 years is not
an issue. In fact, though traditionally, few banks specialized in the area of
shipping loan, in the recent past it has been observed that many international
banks are expressing their eagerness to provide shipping loan. In addition, the
export credit agencies are also keen to provide guarantee/direct loan for financing

of ships acquired from their countries.

Exposure norms of commercial banks

In the domestic market, commercial banks are guided by the prudential
guidelines prescribed by the Reserve Bank of India regarding their exposure to
different sectors and companies. As per RBI guidelines, maximum exposure to a
single borrower is limited to 15% (20% in case of infrastructure projects) of the
banks net worth. There are other related norms applicable to the group of
borrower. It s the opinion of the bankers that considering their present low
exposure to shipping, the policy issues relating to exposure norms are not likely
to adversely affect the flow of funds from the domestic banking system to the

shipping sector.
As far as borrowing from the international market is concerned, there is enough

money available in the system. There is no specific exposure norm, though each

bank may have their own country specific and industry specific allocations.
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(d) Withholding tax on interest in _case of External Commercial Borrowings

(ECBs)

There is an incidence of 20% withholding tax in India applicable on interest on
External Commercial Borrowings. The lenders do not agree to bearing the
impact of such withholding tax and therefore the burden finally comes on the

borrower. This raises the cost of borrowing substantially.

The availability of funds from lenders for a particular sector depends on the revenue flow
as well as the consistency of the revenue flow vis-a-vis the other sector competing for
finance. Shipping is known for its cyclical nature. Therefore, the lenders put emphasis
on good revenue margins which will be able to stand against the worst of the cycles and
provide enough cash flow to the lenders for recovery of their debt. Shipping being global
in nature, the Indian shipping companies should look competitive vis-a-vis the
international shipping companies as the lenders in the international market has the option
to lend to shipping companies located at any place in the world. Therefore, the
committee has suggested certain changes in the fiscal regime applicable to the Indian
shipping companies which will make the sector attractive destination for the lenders to

lend money.

*kkkk
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REPORT OF THE WORKING GROUP ON SHIPPING AND IWT FOR

11" FIVE YEAR PLAN (2007-2012)

SUB-GROUP ON SHIPPING
OCTOBER 2006

1) PREFACE

1.1. THE MINISTRY OF SHIPPING, ROAD TRANSPORT & HIGHWAYS — DEPARTMENT OF
SHIPPING VIDE THEIR LETTER NoO. SY-11018/3/206-SC DATED 22.06.2006, SET UP A SuUB-
GROUP (SHIPPING) OF THE WORKING GROUP ON SHIPPING AND IWT UNDER THE
CHAIRMANSHIP OF THE DIRECTOR GENERAL OF SHIPPING TO REVIEW PERFORMANCE OF THE
SHIPPING SECTOR DURING THE 10™ PLAN AND FORMULATE STRATEGY FOR THE11TH PLAN,

WITH THE TERMS OF REFERENCE AS FOLLOWS!:
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1.2.

(i)

(iii)

(iv)

TO REVIEW THE FINANCIAL AND PHYSICAL PERFORMANCE OF SHIPPING DURING THE
TENTH PLAN PERIOD WITH PARTICULAR REFERENCE TO THE PLAN TARGETS AND
DRAW LESSONS THERE-FROM FOR THE ELEVENTH PLAN.

TO DETERMINE PRODUCTIVITY NORMS AND SUGGEST MEASURES TO IMPROVE THE
PRODUCTIVITY OF INDIAN SHIPPING SECTOR.

TO FORMULATE A STRATEGY FOR THE DEVELOPMENT OF SHIPPING SECTOR KEEPING

IN VIEW THE NEED FOR

a. MAKING INDIAN SHIPPING MORE COMPETITIVE; AND
b. MEETING THE EMERGING REQUIREMENTS OF SEA TRANSPORTATION OF INDIAN

TRADE.

TO PROJECT THE TRAFFIC FLOWS (COMMODITY-WISE) AND ASSESS THE CAPACITY
REQUIREMENTS TO MEET THE PROJECTED TRAFFIC DEMAND BY INDIAN VESSELS

DURING 11™ PLAN.

AN ADDITIONAL TERM OF REFERENCE WAS ADDED VIDE THE MINISTRY’ LETTER OF EVEN NO.

DATED 05TH SEPTEMBER, 2006, VIZ.,

v)

VI.

VIL.

VI

TO REVIEW THE INTERNATIONAL CO-OPERATION WITH OTHER COUNTRIES

PERTAINING TO THE MARITIME SECTOR.

THE COMPOSITION OF THE SUB-GROUP IS AS UNDER:

DIRECTOR GENERAL OF SHIPPING CHAIRMAN
NAUTICAL ADVISER, DG SHIPPING MEMBER
CHIEF SURVEYOR, DG SHIPPING MEMBER

DY. CHIEF CONTROLLER OF CHARTERING, DEPTT. OF SHIPPING MEMBER
REPRESENTATIVE OF MIN. OF COMMERCE MEMBER
REPRESENTATIVE OF PLANNING COMMISSION MEMBER
Dy. SECY. (PORT OPERATION), DEPTT. OF SHIPPING MEMBER
Dy. SECY. (MM), DEPTT. OF SHIPPING MEMBER
REPRESENTATIVE OF JN PORT MEMBER
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1.3.

1.4.

1.5.

Xl

XII.

XIII.

XIX.

XX.

XXI.

XXII.

XXII.

XXIV.

XXV.

XXVI.

XXVII.

THE SuB-GROUP HELD THREE MEETINGS ON 25TH JuULY, 2006, 08TH SEPTEMBER, 2006 AND

13TH

REPRESENTATIVE OF GOVT. OF GUJARAT MEMBER
DIRECTOR (SD), DEPTT. OF SHIPPING MEMBER

REPRESENTATIVE OF MIN. OF PETROLEUM & NATURAL GASMEMBER

JOINT ADVISER(PP), PLANNING COMMISSION MEMBER
DIRECTOR (T&OS), SCI MEMBER
REPRESENTATIVE OF INDIAN INSTITUTE OF FOREIGN TRADE MEMBER
REPRESENTATIVE OF ICICI MEMBER
REPRESENTATIVE OF INSA MEMBER
REPRESENTATIVE OF THE FEDERATION OF INDIAN MEMBER

EXPORT ORGANIZATION

REPRESENTATIVE OF Cl1 MEMBER
REPRESENTATIVE OF IWAI MEMBER
REPRESENTATIVE OF FICCI MEMBER
DEPUTY DIRECTOR GENERAL OF SHIPPING MEMBER/CONVENER

OCTOBER 2006.

THE REPORT OF THE SUB GROUP IS DIVIDED INTO FIVE CHAPTERS WITH THE FINAL CHAPTER

DEALING WITH THE RECOMMENDATIONS AND PRESENTED ACCORDINGLY.

THE SuB GROUP ACKNOWLEDGES THE ASSISTANCE PROVIDED BY

SHIPOWNERS' ASSOCIATION AND THE CONSULTANT IT ENGAGED FOR THIS PURPOSE, SHRI

ANANTHA PRASAD N.S., IN DRAFTING THE REPORT.

*kkhkkkhhkkhkhkkihkkhkihkkikhikik
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ELEVENTH FIVE YEAR PLAN (2007 —2012)

SuB: BACKGROUND NOTE FOR THE WORKING GROUP ON SHIPPING FOR THE ELEVENTH

2.1

2.2

221

FIVE YEAR PLAN (2007-2012)
CHAPTER 1
PRESENT SCENARIO

Introduction

INDIA STANDS 5TH IN RANK ORDER OF GDP, IN TERMS OF PURCHASING POWER PARITY (PPP),
REPRESENTING 6% OF THE WORLD TOTAL. IN THE CURRENT YEAR 2006, OUR NATIONAL GDP
GROWTH RATE IS EXPECTED TO BE MAINTAINED AT 8% AND WILL PROBABLY CONTINUE AT
THIS PACE THROUGH THE TENURE OF THE 11TH PLAN. INDUSTRIAL PRODUCTION GROWTH IS
AT A SIMILAR LEVEL (AS GDP GROWTH) BUT INTERNATIONAL TRADE GROWTH NOW EXCEEDS
15% P.A. A CLEAR INDICATOR OF THE MATURING OF OUR ECONOMY IS THE MIX OF GDP
COMPONENTS - FROM A PREDOMINANTLY AGRO-BASED ECONOMY A DECADE AGO, WE ARE
MOVING TOWARDS A GREATER ORIENTATION TO VALUE-ADDED MANUFACTURING AND
SERVICES. IN 2005, SERVICES REPRESENTED 53.8% OF GDP, AGRICULTURE 18.6% AND

INDUSTRY 27.6%0.

INDIAN EXIM TRADE & SHARE IN WORLD EXPORTS

The growth in EXIM trade has been a clear indication of a booming economy.

YEAR EXPORTS EXPORT EXPORTS IMPORTS IMPORT IMPORTS
US$ MiIL. | GROWTH SHARE IN US$ MiIL. | GROWTH SHARE

GDP IN GDP

1999-00 | 36,759.52 10.68% 8.21% 49,798.64 17.51% 11.13%
2000-01 | 44,147.44 20.10% 9.64% 50,056.27 0.52% 10.93%
2001-02 | 43,976.01 -0.39% 9.20% 51,588.41 3.06% 10.79%
2002-03 | 52,856.28 20.19% 10.36% 61,571.55 19.35% 12.07%
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2.2.2

2.2.3

2003-04

64,011.95

21.11%

10.63%

78,356.46

27.26%

13.01%

2004-05

79,408.76

24.05%

107,284.59

36.92%

SOURCE: CMIE - FOREIGN TRADE & BALANCE OF PAYMENTS — JULY’ 2005

TABLE 1

EXPORTS HAVE GROWN FROM ABOUT US$ 32 BILLION TO ABOUT US$ 79 BILLION DURING THE

PERIOD FROM 1995 TO 2005 POSTING A GROWTH AT CARG oOF 10.69%. THE YEAR—ON-YEAR

GROWTH OF EXPORTS HAS RISEN SUBSTANTIALLY FROM 5.20%0 IN 1996-97 TO 24.05% IN 2004-

05. THE YEAR-ON-YEAR GROWTH OF IMPORTS HAS ALSO GROWN SUBSTANTIALLY FROM

6.63% IN 1996-97 TO 36.92% IN 2004-05.

Viewed as India’s share in Global Merchandise, trade figures are equally indicative of its

growing standing in the world:

INDIA’S SHARE IN WORLD MERCHANDISE EXPORTS (VALUE IN US $ BN)

INDIA WORLD
YEAR RANK VALUE SHARE RANK VALUE SHARE
2001 30 43.6 0.7 - 6,155.0 100.0
2002 30 49.3 0.8 - 6,455.0 100.0
2003 31 56.0 0.7 - 7,503.0 100.0
2004 30 75.6 0.8 - 9,153.0 100.0
2005 29 89.8 0.9 - 10,393.1 100.0

SOURCE: WTO INTERNATIONAL TRADE STATISTICS & PRESS RELEASE DATED 11.04.2006

TABLE 2

INDIA’S SHARE IN WORLD MERCHANDISE IMPORTS (US $ BN)
INDIA WORLD
YEAR RANK VALUE SHARE RANK VALUE SHARE
2001 27 49.6 0.8 - 6,441.3 100.0
2002 24 56.6 0.8 - 6,693.0 100.0
2003 24 70.7 0.9 - 7,778.0 100.0
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2.2.5

2.3

24

2004 23 97.3 1.0 - 9,495.0 100.0

2005 17 131.6 1.2 - 10,753.1 100.0

SOURCE: WTO INTERNATIONAL TRADE STATISTICS & PRESS RELEASE DATED 11.04.2006

Table 3

INDIA'S SHARE OF EXPORTS IN GLOBAL MERCHANDISE TRADE DURING THE PERIOD FROM 2001
TO 2005, WITH AN INCREASE IN VALUE TERMS FROM US$ 43.6 BILLION TO US$ 89.8 BILLION
WHILE IT HAS MOVED UP FROM A 0.8% TO 1.2% SHARE OF WORLD MERCHANDISE IMPORTS,
VALUED TO HAVE INCREASED FROM US$ 49.6 BILLION TO US$ 131.6 BILLION.

More heartening than the progress achieved is the forecast for the future. The export
target in the Foreign Trade Policy 2004-09 announced by the Government of India is to
double the existing share in world trade by 2009 and achieve about 1.5% share of the
world trade, thus aiming for export to grow to around US $ 195 billion. Progress towards
the target is being systematically pursued. Thus, for 2006, the government has set a
revised merchandise export target of $ 125 billion, against $ 120 billion set earlier, 21 per
cent higher than the actual exports of $102.7 billion achieved in 2005, and 36 per cent
higher than the $92 billion target set for that year 2005-06.

WORLD ECONOMIC PROSPECTS

PUBLISHED OVERVIEWS OF THE GLOBAL ECONOMY PRESENT A GLOBAL BACKDROP OF
OPPORTUNITY THAT ENHANCES THE CHANCES FOR INDIA ACHIEVING THESE TARGETS. THERE
IS AN EXPECTATION OF ACCELERATION OF WORLD GDP GROWTH IN THE SECOND HALF OF
2007, FOLLOWING THE EFFORT BY THE MAJOR ECONOMIES AT CONTAINING INFLATION IN 2006
BY A TIGHTENING OF THE MONETARY POLICY THAT HAS RESULTED IN THE PREDICTION OF A
SLOWER RATE OF GROWTH THAN EARLIER YEARS IN 2006 TO 3.6%. THE REBOUND IN 2007 IS

EXPECTED TO CARRY FORWARD TO 2008, PEAKING AT 4.1%.

WORLD SEA BORNE TRADE
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Considering that the major volume of trade that is borne by maritime transport, the boom

in shipping in the last few years is understandable. Even then, a CAGR over the last five

years of 4.11% is impressive. The development of World Sea borne Trade for various

commodity groups in terms of quantity (tonnes) during the period from 2000 to 2004 and

projections for 2005 & 2006 is given below, and shows fastest growth in dry bulk and

container transport:

WORLD SEA BORNE TRADE STATISTICS (MILLION TONNES)

2006

COMMODITY 2000 | 2001 | 2002 | 2003 | 2004 2005 (F) ) CARG
DRY BuLK 2000-06
IRON ORE 448 451 481 519 589 651 694 7.57%
COKING CoAL 174 169 173 179 180 184 196 2.00%
STEAM COAL 350 387 407 453 474 498 512 6.55%
GRAINS 264 260 271 264 273 273 277 0.80%
TOTAL DRY

1,236 | 1,267 | 1,332 | 1,415 | 1,516 1,606 1,679 5.24%
BuLK
Minor
Bulks
BAUXITE/

54 52 55 63 66 68 69 4.17%
ALUMINIUM
PHOsS. Rock 28 29 30 29 30 30 30 1.16%
OTHER MINOR

723 748 756 784 814 832 845 2.63%
BULKS
ToTAL MINOR

805 829 841 876 910 930 944 2.69%

BuULKS

TOTAL BULK

2,041 | 2,096 | 2,173 | 2,291 | 2,426 2,536 2,623 4.27%

TRADES

OTHER DRY

929 910 961 955 957 940 945 0.29%
TRADE
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24.1

2.5

ToTAL DRY

2,970 | 3,006 | 3,134 | 3,246 | 3,383 3,476 3,568 3.10%
TRADES
CONTAINER
628 647 718 806 919 1,017 1,120 10.12%
TRADE
CRUDE 1,656 | 1,684 | 1,667 | 1,770 | 1,850 1,905 1,962 2.87%
PRrRobDuCTS 518 545 544 582 621 659 696 5.05%
ToTAL OIL
2,174 | 2,229 | 2,211 | 2,352 | 2,471 2,564 2,658 3.41%
TRADES
2006
COMMODITY 2000 | 2001 | 2002 | 2003 | 2004 2005 (F) ) CARG
LPG 39 36 37 36 38 37 39 0.00%
LNG 100 104 109 123 130 132 141 5.89%
ToTAL GAS
139 140 146 159 168 169 180 4.40%
TRADES
ToTAL 5912 | 6,021 | 6,208 | 6,563 | 6,940 7,228 7,526 411%
Y-O-Y GROWTH
- 1.84 3.11 5.72 5.74 415 412
(%0)

SOURCE: CLARKSON RESEARCH STUDIES - SPRING 2006

Table 4

As may be gathered from the above table, dry bulk trade leads with 48% share in the

total world sea borne trade followed by oil trade with 35%, container trades with 15% and

gas trades with 2%. It may also be observed that the share of container trades in the total

world sea borne trade has shown a relatively higher growth during the period under

review (from 11% in 2000 to 15% in 2006), while both dry bulk as well as oil trades have

shown a marginal decline with gas trades remaining the same.

World Shipping Fleet
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2.5.2

253

GROWTH IN CARGO AVAILABILITY HAS FUELLED AN IMPRESSIVE GROWTH IN THE SHIPPING
SECTOR. THE UNCTAD REVIEW OF WORLD MARITIME TRANSPORT 2005, INDICATES THAT,
WHILE WORLD OUTPUT GREW BY 4.1 PER CENT IN 2004, THE WORLD FLEET EXPANSION
CONTINUED AT A PACE OF 4.5 PER CENT. THE WORLDWIDE MERCHANT FLEET INCREASED BY
38.8 MILLION DWT TO A RECORD 895.8 MILLION DWT. THE SHARE OF THE DEVELOPING-
COUNTRY FLEET REACHED 22.6 PER CENT, OR 202.3 MILLION DWT (DEADWEIGHT TONS), AT
THE BEGINNING OF 2005, WITH 77 PER CENT OF THIS FLEET BELONGING TO DEVELOPING
COUNTRIES IN ASIA. THE NET INCREASE OF DEVELOPING COUNTRIES  FLEET WAS 20.9 MILLION
DWT, MORE THAN FOUR TIMES THE NET INCREASE OF THE FLEET OF MAJOR OPEN-REGISTRY
COUNTRIES, WHICH INCREASED BY 4.5 MILLION DWT. IN A PERIOD OF 5 YEARS (2000-2005),
EIGHT (V1Z. CHINA, HONG KONG, INDONESIA, IRAN, MALAYSIA, SOUTH KOREA, SINGAPORE
AND THAILAND) OUT OF A GROUP OF NINE DEVELOPING COUNTRIES IN ASIA ACHIEVED A
GROWTH RATE OF 59.8% IN THEIR TONNAGE OVER 5 YEARS WORLD TONNAGE GREW FROM 558
M.GT IN 2000 TO 675 M.GT IN 2005, BY ALMOST 21%.

FOLLOWING ARE THE 5 COUNTRIES WHICH RECORDED THE HIGHEST INCREASE IN TONNAGE
DURING THE LAST 5 YEARS:

COUNTRY | INCREASE IN TONNAGE (M.GT) IN LAST 5 YEARS % OF GROWTH
PANAMA 27.75 24.80
HoN KoNG 19.56 191.38
MARSHALL ISLAN 19.00 197.71
SINGAPORE 9.21 43.46
LIBERIA 8.05 16.00

SOURCE: INSA ANNUAL REVIEW 2004-05, AND LLOYD'S REGISTER FAIR PLAY

TABLES

ANALYSING FURTHER, ONE MAY NOTE THAT 50% OF THE GROWTH IN WORLD FLEET DURING
THE LAST FIVE YEARS HAS BEEN ON ACCOUNT OF THE DEVELOPMENT OF FLEETS OF 5 MAJOR
COUNTRIES, VIZ: PANAMA, LIBERIA, BAHAMAS, GREECE AND SINGAPORE, OF WHICH THE FIRST

THREE COUNTRIES ARE FLAGS OF CONVENIENCE COUNTRIES. THE STRENGTH OF THE CARGO
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2.6.1.

CARRYING FLEETS OF THESE 5 PRINCIPAL MARITIME COUNTRIES IN THE WORLD FLEET IN 2000

AND 2005 1S AS UNDER:

COUNTRY CARGO CARRYING FLEE| CARGO CARRYING FLEET | AVERAGE AGE OF CARGO

(M.GT) IN 2000 (M.GT) IN 2005 CARRYING FLEET IN 2005
PANAMA 111.96(1) 139.71 (1) 17
LIBERIA 50.31(2) 58.36 (2) 11
BAHAMAS | 30.59 (3) 36.56 (3) 14
GREECE 26.32 (5) 30.68 (4) 21
SINGAPORE 30.45 (5) 13
MALTA 28.06 (4)

TABLE 6

NOTE: FIGURES IN BRACKETS REFER TO THE RANKING IN WORLD FLEET.

Indian Maritime Fleet

In contrast, the Indian shipping Industry has failed to grasp the opportunity for growth.

While the total volume of India’s trade has been increasing every year, the Indian tonnage

has not been able to keep pace with it. In fact, the share of Indian ships in the carriage of

the country’s overseas trade has been declining over the years. Details regarding the share

of Indian ships in the carriage of India’s overseas trade for the period from 1992-93 to

2002-03 are given below.

VEAR GENERAL DRY POL & TOTAL INDIAN | TOT.IND. &
CARGO BuLK PrRODUCTS LINES FOR. LINES
MT % MT % MT % MT % MT
1999-00 2.94 7.3 11.95 144 55.96 55.0 70.85 315 224.62
MT % MT % MT % MT % MT
2000-01 3.54 8.3 11.10 12.2 40.02 36.2 54.66 224 244.33
2001-02 3.34 5.9 7.80 7.6 35.16 30.9 46.30 17.0 273.04
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2002-03 2.89 5.6 9.38 7.9 30.16 27.4 42.43 15.1 280.34

2003-04 4.33 5.6 7.75 59 35.51 25.8 47.59 13.8 345.65

2004-05 7.56 8.0 7.82 5.0 39.50 26.6 54.88 13.7 400.58

SOURCE: INSA ANNUAL REVIEW 2004 AND 2005-2006 (?)

2.6.2

2.6.3

TABLE7

It may be observed from the above table that the declining trend has been continuing
from 1992-93 (except for a few years from 1996-1999), and during 2002-03 the share of
Indian lines in the carriage of India's overseas trade fell to around 13.7%. While the total
volume of trade moving in India's overseas trade has slightly increased from 273.04
million tons in 2001-2002 to 280.34 million tons in 2002-2003, the volume of cargo
carried by Indian ships came down from 46.30 million tons to 42.43 million tons, falling,
significantly, in all cargo sectors. Consequently, the overall percentage share of Indian
ships in the country's overseas trade declined from 31.50% to 13.7%.

Whether this is the consequence or the cause is a moot point, but the lackluster figures
for the growth of the Shipping industry also stand in sharp contrast to the booming growth
of world tonnage, and especially of developing Asian countries. The tonnage levels

targeted since the Vth Plan period and the tonnage actually reached are given below:

PLAN PERIOD TARGET (M.GT) ACHIEVEMENT(M.GT)
5™ PLAN 8.64 5.58
6™ PLAN 75 6.32
7" PLAN 75 5.91
8™ PLAN 7.00 6.92
9™ PLAN 9.00 6.93
10™ PLAN NOT FIXED 8.58
(As ON 1-6-2006)

Table 8
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2.7.

27.1

2.7.2

2.8

28.1

Till the start of the Xth Plan, progress was practically stagnant; and even in the Xth Plan,
the growth registered has not been anywhere near the growth in other Asian economies
of comparable GDP growth. India stands at the 20" rank among maritime nations, in
terms of fleet size, with a share of only 1.19 % of the world fleet.

Xth Plan Strategy and Achievement

Anticipating an upturn in cargo growth, and aware of the stagnation in the industry, the
Sub-Group Report on Shipping for the Xth Plan of the country had analyzed the shipping
industry sector by sector, to understand where the possibility of growth may lie, and to
plan for an increase where opportunity was apparent. However, it had refrained from
fixing a target for growth in tonnage, focusing, instead, on recommending a strategy for
tackling the factors responsible for the poor response of the sector to the impetus of
cargo growth. Of these, the reform in fiscal policy to enable the industry to compete on

equal terms and ‘on a level playing field’ was the measure given the greatest emphasis.

The period of the Xth Plan did indeed see a change in the physical regime applicable to
shipping. Tonnage tax was introduced in 2004-2005, after a long and hard battle by the
sector, as an alternative to regular corporate tax, thereby reducing tax to a nominal rate,
and making profits from shipping exempt if they were put away in a fund and put to use
only for investment in acquisition of new tonnage. The unprecedented growth of 23.6% in
shipping tonnage happened only after 2004-2005; and the country’s tonnage grew
thereafter from 6.94 m.gt on 01.04.1984 to 8.46 m.gt by 01.04.2006.

Indian Tonnage at the end of the Xth Plan

THE TREND IN GROWTH OF INDIAN MERCHANT FLEET DURING THE PERIOD FROM 2000 TO 2006

BY NUMBER OF VESSELS AS WELL AS ‘000 GT 1S GIVEN BELOW.

Total Indian Fleet by Vessel type (In Nos.)
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Vessel type 2000 2001 2002 2003 2004 2005 2006
Tug 64 90 100 99 105 121 141
Oil Tankers 91 90 93 90 105 109 110
Bulk Carrier 117 115 117 91 88 97 104
Offshore 68 69 70 73 77 85 92
Supply

Vessel

Others - - - 77 77 81 91
Liner 78 82 78 75 71 68 69
Pax-cum- 23 25 27 35 38 40 43
Cargo

Vessels

Specialized 27 27 28 31 32 32 35
Vessels for

oS

Dredger 14 15 16 16 16 19 20
LPG/ 9 9 9 10 11 14 17
Ethylene

Carrier

Cellular 10 10 9 10 10 9 8
Container

Acid Carrier 8 7 7 4 4 4 4
RO RO 1 1 1 1 1 3 3
Ore/ QilBulk | 3 4 3 2 2 2 2
Carrier

Timber 2 2 2 2 2 2 0
Carriers

Total 515 546 560 616 639 686 739

Note : Position as on 1* April of each year, Source —- DGS Tonnage Statements

Table 9

2.8.2 IT WILL BE SEEN THAT THE OIL TANKERS, OFFSHORE SUPPLY VESSELS, SPECIALISED VESSELS
FOR OFFSHORE SERVICES, PAX-CUM-CARGO VESSELS AND OTHERS (INCLUDING TUGS, RO-RO,

DREDGERS, BARGES, PILOT / SURVEY LAUNCHES ETC.) IN THE INDIAN MERCHANT FLEET
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HAVE INCREASED, WHILE LINER VESSELS, BULK CARRIERS, TIMBER CARRIERS AND OBO

CARRIERS HAVE DECLINED DURING THE PAST FIVE YEARS.

Total Indian Fleet by Vessel size (In ‘000 GT)

Vessel type 2000 2001 2002 2003 2004 2005 2006
Oil Tankers 3138 2955 2996 2940 3874 4669 4748
Bulk Carrier 2657 2657 2752 2223 2057 2242 2535
LPG/ 128 128 128 143 159 221 293
Ethylene

Carrier

Liner 412 316 244 170 146 141 143
Cellular 138 138 131 139 139 122 117
Container

Offshore 73 74 74 78 80 90 100
Supply

Vessel

Ore/ Oil Bulk | 171 200 133 95 95 95 95
Carrier

Dredger 56 64 72 71 71 87 90
Pax-cum- 76 77 79 87 88 88 88
Cargo

Vessels

Specialized 77 79 80 89 90 90 81
Vessels for

(0N

Acid Carrier 115 97 97 75 75 75 75
Others - - - 36 36 37 45
Tug 20 24 26 24 26 30 36
RO RO 1 1 1 1 1 19 19
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Timber 7 7 7 7 7 7 0
Carriers
Total 7069 6817 6820 6178 6944 8013 8465
TABLE 10
(Note :- position as on 1% April of each year, source - DGS Tonnage Statements)
2.8.3  STUDIED WITH REFERENCE TO SIZE, AS ABOVE, IT WILL BE SEEN THAT, AS ON 01.01.2006, OIL

2.9.

291

2.10

TANKERS ACCOUNTED FOR 60.61% OF THE TOTAL TONNAGE FOLLOWED BY BULK CARRIERS
WITH 29.63%. ALL THE OTHER VESSEL TYPES, VIZ., LINER VESSELS, OTHERS, OFFSHORE

SUPPLY VESSELS ETC, ACCOUNTED FOR THE REMAINING 9.76% OF THE TONNAGE.
Cargo-wise Assessment of Indian Tonnage at the beginning of the
Xlth Plan

A macro level projection of commodity-wise port traffic at Indian ports for 2013-2014
given as under provides considerable opportunities for Indian ships in the movement of

country’s sea borne trade.

(in million mt)

Commodity Existing Traffic Overall Projected Share of Major Ports
2003-04 Traffic 2013-14 2013-14

POL 182.45 290.00 191.20

Iron Ore 71.35 131.50 99.00

Coal 57.84 135.90 108.40

Container 51.00 251.40 181.20

(Million TEUS) (3.90) (20.95) (15.10)

Other cargoes 95.57 152.75 126.04

Total 458.21 961.55 705.84

Table 11

POL Sector: LPG

PREDICTIONS FOR GROWTH IN THE LPG SECTOR ANTICIPATE AN INCREASE OF 7MMT OR 70%
IN THE NEXT FIVE YEARS OVER THE EXISTING LEVELS OF DEMAND. DEMAND HAS BEEN

GROWING @ 12% PER ANNUM, AND IS EXPECTED TO KEEP TO THIS RATE IN THE NEXT FIVE
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YEARS AS WELL, UNLESS THERE IS CHANGE IN THE POLICY TO WITHDRAW SUBSIDY FOR THE

DOMESTIC SECTOR. SHIPPING HAS AMPLE AND STEADY OPPORTUNITY IN LPG TRANSPORT
2.11 POL Sector: Petroleum

In the carriage of Petroleum, ever since the Administered Prices Regime was
withdrawn in 1998, things have undergone a sea change, with the private sector moving
in for sourcing of crude and independently organising the necessary tankers for
transportation of oil. Limitations of draft at port have kept vessel sizes smaller than the
average elsewhere, but the expected commissioning of Single Buoy Moorings being built
by Jamnagar, Mundra and Kochi, will set up the demand for the efficiencies associated
with size and VLCCs, and see the existing fleet moving into coastal shipment The
compulsory phasing out of single hulls by 2010 will reduce the size of the active fleet,
even as economic growth drives up the demand from the 127 m.mt at the end of the Xth
Plan to an anticipated 180 m.mt of crude by 2013-2014. Movement of petroleum may
well be higher, given that the addition of refining capacity in the country is poised to
generate a surplus for export of about 44 m.mt per annum over the domestic demand.
Thus, despite the fact that tanker tonnage constitutes 60.61% of the existing Indian
tonnage, it is estimated that existing tonnage will be at best able to cater to about 30 to
32 m.mt. The need and scope to add tonnage in the tanker segment will continue to ride
high.

2.12 POL Sector: LNG

DEMAND FOR NATURAL GAS IN INDIA IS ESTIMATED TO JUMP BY ABOUT 100% BY 2010, AND
GROW @ OF 5% PER ANNUM, 2002-2025. THIS PROJECTION SEEMS TO BE BASED ON SEVERAL
FACTORS, NOT LEAST THE ANTICIPATED GDP GROWTH AT 8%, BUT ALSO THE PRESSURE ON
INDUSTRY TO SWITCH TO ENVIRONMENTALLY FRIENDLY FUELS. RESTRAINTS ON SUPPLY
BEYOND THE INDIGENOUS PRODUCTION ARE LIKELY TO BE PRESENTED BY THE

TRANSPORTATION FACTOR AS WELL AS THE SPEED AT WHICH LIQUEFACTION AND
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2.13

2.14

GASIFICATION PLANTS CAN BE SET UP, THE ONE AT THE TRANSPORTATION END, AND THE OTHER
AT THE PORT RECEPTION FACILITY END. IT IS ESTIMATED THAT FOR THE NEXT FIVE YEARS, THE
DEMAND AND SUPPLY POSITION WILL BE IN EQUILIBRIUM, AS, TO THE CURRENT TWO LNG
VESSELS, AND THE THIRD IN THE PROCESS OF DELIVERY, IT IS PLANNED TO ADD ANOTHER 5 TO
6 VESSELS BY 2012. AT THIS POINT IN TIME, NONE OF THEM IS UNDER THE INDIAN FLAG —
THOUGH THE TWO IN OPERATION ARE WITH THE SCI AND BELONG TO A CONSORTIUM THAT
INCLUDES THE SCI, THE VESSELS ARE REGISTERED UNDER THE MALTESE FLAG. ANALYSING
THIS POSITION FROM THE POINT OF VIEW OF ENERGY SECURITY, IT WOULD BE CLEAR THAT
THERE IS SCOPE FOR DISRUPTION OF THE SUPPLY ARRANGEMENTS IN THE EVENT OF WAR OR
ANY OTHER EMERGENCY. IT ISNOTEWORTHY THAT DURING THE IRAQ WAR, 100% oF THE POL
IMPORTS WERE BEING MADE ONLY ON SHIPS WITH THE INDIAN FLAG. FROM THE ECONOMIC
ANGLE, IT WOULD BE THE FREIGHT RATES THAT WOULD ADVOCATE A POLICY TO SUPPORT
ACQUISITION OF LNG TONNAGE UNDER THE INDIGENOUS FLAG, SINCE CHARTERING CHARGES,

INCLUDING IDLING CHARGES, STAND AT 70,000 TO 80,000 US$ A DAY.

Dry Bulk Sector

WITH A 30 % S