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ABSTRACT

India is the fifth largest economy in the worldtémms of GDP and soon, it is expected to overtakemany to reach the
fourth position. In terms of Gross Value Added (G®®Bcurrent prices, India’s service sector is fhegest segment and

accounts to nearly 54%.

The main objective of this research paper is talgtine present challenges and issues in Indianysihis. It also
aims to evaluate the schemes and new financiabtasgie policy introduced by the present Indian Gowent at the
policy level and study the challenges encumbeittregdevelopment of shipyard in terms of infrastrietand advanced
technologies required to increase the volume ofcép in terms of Dead weight Tonnage (DWT) andntiaeket share of

India in the world fleet
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INTRODUCTION

India is the Sixteenth largest Maritime Countryhie world, with a coastline of about 7,517 km. Aebog to the Ministry
of Shipping, around 95% of India’s trading by vokimnd 70% by value is done through maritime withrigor and 200

notified minor and intermediate ports.

The growth in international trade and the removhltrade barriers has made the developing countoes
concentrate more on the improvement of their itfuzsure, like roads, airports and seaports, whiely a vital role in the
development of the economy. All these things, tegewith product storage and the capacity to mevgel shipments,
have placed the shipping industry in a very adwgadas position. Eventually, various other aspet&hipping had been
developed over years such as Containerization, iMattal transport services, advancement of maringinemring
technology and so on. There have been numerousm@iery the Government along with other private padlic sector
firms to promote shipping in the country. In thdsequent years, there has been growth in develepimgtries at a varied

level in order to improve their economy. Topping tist are most of the Asian countries.
VARIOUS COUNTRIES SUPPORT TOWARDS SHIPBUILDING

Factors considered towards promotion of shipbujdire Government guarantee (loan), Repairs andtbtance, Period

of loan, Legal cost, Security & Interest makeup.
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2 A. Mourougane

Country United Japan South Korea China United States

Kingdom of America
SUCES Yes Yes Yes Yes Yes
Member

Government | Domestic & Domestic & | Domestic & Domestic & | Domestic &
Guarantee | International | Intemational | International | Intemational | International

(loan) ships up to shipsupto | shipsupto70- | shipsupto | shipsupto75
80% 80% 80% 80% -87.5%
Repairs & No NA Yes Yes Yes
Maintenance
Loan Period 85years | - 12 years 15 years 25 years
Interest Yes Yes No No Yes
makeup
Legal Cost Initial Offer Yes Yes Yes Yes
Security Yes Yes Yes Yes Yes

Figure 1: Selected Countries Support Towards Shiphilding Financing.
WORLD FLEET BY VESSEL TYPES

The Figure-4 below shows tipercentage share of world fleet in d-weight tonnage by vessel type for a period of atr
four decades i.e., from 1980 to 2018.
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Figure 2: World Fleet by Vessel Types.

We can see that in 1980 the percentage share d-weight tonnage of Oil tankers was the maximum a7 %®
in the subsequent decades the percentage shasbdraty decreased to 29.2% in 2018. The reasothifdecline can b

traced back to increase the usage of sources of energy other than clikéerenewable sources of ener

The percentage share in deaeight tonnage of Dry bulk carriers have increafseth 27.2% in 1980 to hoverir
around 35% continuously for three decades i.emfi®90 o 2010. In 2018 it has grown to 42.5%. This sigsifthat the

dry cargo is the maximum traded commaodity by voluouay

The percentage share in deae€ight tonnage of general cargo ships has decliapitly from 17% in 1980 t
15.6% in 1990 and furtheteclined to 12.7% in 2000 and to 8.5% in 2010.0&& it is a meagre 3.9%. The reason fo

decline is credited to the rise in containerizatidlmost 70% of the world seaborne trade consiktontainerized carg
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The percentage share in demdighttonnage of Container ships has grown consistentign f1.6% in 1980 t
3.9% in 1990 to 8% in 2000 to 13.3% in 2010 and inore than 13% in 2018. The unitization of caaga growth o

container handling equipment facilitated the groeflcontainer trde.

The rest of the deadleight tonnage of the world fleet consists of vasiother types of specialized cargo carri
which comprise of a miniscule percentage of theldvileet. These various types of vessels contrilawteind 11% of th
world dead-wight tonnage. These specialized vessels can bgaaed as LPG/LNG carriers, chemical tankers,ae

vessels, project cargo carriers etc.
INDIAN PLAYERS IN THE SHIPBUILDING INDUSTRY

The Indian Shipbuilding and Ship Repair industrygiets of firmsthat design, build and repair Commercial shipsah
ships, and offshore platforms for the Shipping btdy Fishing Industry, Nav Defence and oil & Gas Industry. At
present, there are 28 major shipyards in India,civhinclude 6 shipyards owned by Central Government and 2
shipyards owned by State Governments and remaaunge under the private sec

il

e

Name of the Shipyard Ownership

Cochin Shipvard Ltd

Hooghly Cochin Shipyard Limited

Mazagaon Docks Ltd

Goa Shipyard Ltd

Garden Reach Shipbuilders and Engineers Ltd
Hindustan Shipvard Ltd

Alcock Ashdown Gujarat Ltd Gujarat Government
Shalimar Works (1980) Ltd West Bengal Govemment
Bharati Shipyard Ltd

Reliance Naval and Engineering Ltd
A.C.Roy & Co., Kolkata

2 | Bengal Shipyard Ltd.. Kolkata

13 Chowgule& Co. Ltd., Goa

14 Corporated Shipyard Pvt. Ltd., Kolkata
Dempo Shipbuilding & Engineering Pvt. Ltd.,
Goa

16 | L & T Shipbuilding Ltd., Chennai

17 | Modest Infrastructure Ltd.. Mumbai

18 MandoviDrydocks Ltd., Goa

19 | Marine Frontiers Pvt. Ltd., Mumbai Private Unlisted
N.N. Shipbuilders & Engineers Pvt. Ltd_, Companies
Thane

Sembmarine Kakinada Ltd., Kakinada
Shoft Shipyard Pvt. Ltd_, Thane
Tebma Shipvards Ltd., Chennai
TimbloDrvdocks Pvt. Ltd., Goa
Titagarh Marine Ltd., Kolkata

Vijai Marine Shipvards, Goa
‘Waterways Shipvard Pvt. Ltd._, Goa
‘West Coast Shipvard Ltd.. Goa

Ministry of Shipping, India

Ministry of Defence, India

Public Listed
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Figure 3: Indian Players in Shipbuilding Industry.
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S. | Name of the company Country Gross No of
No tonnage (GT) | Ships
1 Hyundai Heavy Industry Ulsan, South Korea 03,893,700 | 1428
2 Daewoo Shipbuilding Okpo, South Korea 68,284,087 834
3 Samsung Heavy Industry Geoje, South Korea 58,082,349 785
4 Hyundai Samho Samho, South Korea 28,414,515 3n
5 Mitsubishi Heavy Industry Nagasaki, Japan 19,506,548 315
b Tsuneishi Ship Building Numakuma, Japan 17,824,038 492
7 Oshima Shipbuilding Oshima, Japan 16,983,004 539
8 Hyundai Mipo Ulsan, South Korea 16,715,650 618
9 Imbabura Shipbuilding Marugame, Japan 15,692,687 393
10 Shanghai Waigaogiao Shanghai, China 15,096,900 164

Figure 4: Top Shipbuilding Countries.
ORDER BOOK POSITION OF INDIAN SHIPYARDS

Thelndian shipyards, in total, have the orders for 284sels, out of which 69 are with public sectat 462 with private

sector shipyards.

Y Vessels | Tankers Dry | Bulk

Tipes Car.go Caro Passengers | Others | Total

Public | No. 5 0 1 1 56 69
Sector | DWT | 3280 0 | 53000 | 10320 | 82,080 | 148830
Private | No. ] 16 B 4 116 162
Seetor | DWT | 3700 | 8380 | 64000 | 50 | 14400 | 852830
No. § 16 U i n 1l
DWT | 6980 | 58380 | 697,000 | 12850 | 226,050 | 1,001,460

Total

Figure 5: Order Book Position of Indian Shipyards

The world order book in 2018 is 3646 vessels. Ifasenparethe Indian order book with the world, we find tl
India holds 6.3%market share in the world in numblevessels. World order book in terms of dead Weignnage it
220,842,855 dwt and that of India’s is 1,001,

Dwt, so in terms of dwt India has a met share of 0.5%. The above data of Indian ordek mmnsidere:
revising the orders received by the shipyards filoedefenceestablishments and also the commercial shipbuilddgrs.

Thus Indian shipyards are starving for shipbuildimders.
GOVERNM ENT POLICIES FOR SHIPBUILDING IN INDIA

Government of India has supported Indian shipbugdindustry since 1971 through various policy measisuch a
pricing policy and shipbuilding subsidy policy foommercial vessels. The policies were modified odically and in
2002 the government extended the subsidy schethe forivate shipyards also. Such subsidy schemes applicable fo
both the domestic orders and export orders. Theef@owent of India has introduced 40Crore Rupees Shipbuilding

Finandal Assistance Policy for 10 years to encourage ekiim shipbuilding. Financial assistance will barged to India
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shipyards for shipbuilding contracts signed fronriAp, 2016 to March 31, 2026. Financial Assistaecgial to 20% @
the lower of ‘Contact Price’ or the ‘Fair Price’ of each vessel bubijt them during this period will be provided af
delivery of vessel. This rate 20% will be reducgd3bbo every three years if not completed in stippdatime. The amour
of financial assistance will depd on the applicable rate at the time of signihgantract. At the time of release
financial assistance, if the actual payment reckfoe a vessel by the shipyard from the s- owner is lower than the
contract price; such payment shall replae contract price for the computation of financissiatance and thus promoti
Make in India concept. Few vessels are excludeu fie policy like those made of wood, vessel up4aneters in lengtt

and vessels made for defemqmeaposes or for use byavy or Coast Guard.

Subsidy of 30% of the price of vessel was granted€ean going vessels of 80 meters and abovepdli®y was
in force for the contracts signed by the shipyaillaugust 14, 2007. The subsidy disbursed tosigs from 200-05 to
2017-18 is presented in the figures.

Year Public Shipyards | Private Shipyards Total
2004-05 15 Nil 15
2005-06 101.53 Nil 101.53
2006-07 11052 Nil 110.52
2007-08 169.96 19.28 189.24
2008-09 13171 Nil 13171
2009-10 1074 718 179.2
2010-11 7091 128.19 199.1
2011-12 571 116.65 12242
2012-13 Nil 220 20
2013-14 Nil 179 179
2014-15 Nil Nil Nil
2015-16 Nil Nil Nil
2016-17 Nil Nil Nil
2017-18 Nil Nil Nil

Figure 6: Total Subsidy (Crores) Disbursed to Pubti and Private Shipyards

Year | Domestic Orders | Export Orders Total
2004-03 Nil 15 15
2005-06 50.53 5l 101.53
2006-07 4052 70 11052
2007-08 4213 147.01 189.24
2008-09 28 108.91 13171
2009-10 18.96 160.24 179.2
2010-11 Nil 199.1 199.1
2011-12 Nil 1224 1224
2012-13 Nil 220 220
2013-14 Nil 179 179
201415 Nil Nil Nil
2015-16 Nil Nil Nil
2016-17 Nil Nil Nil
2017-18 Nil Nil Nil

Figure 7: Total Subsidy & in Crores) Disbursed for Domestic and Export Orders
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MAJOR INDIAN FLEET OWNERS

The Shipping Corporation dhdia (SCI) is a Government of India Public Sedinterprise engaged in operating «
managing shipping services for government purpasetjding services to other clients. SCI has atflef 70 vessel:
which is the maximum fleet strength in the cary.

¥

SNo Name of the Company ‘).Ju. of Total GT Total DWT
essels
1 Shipping Corporation Of India 70 3.205.333 5.372.958
2| Ocean Sparkle Ltd. 63 29 881 13,307
3 (Great Eastem Shipping Co. Ltd. 49 2224157 3,569.548
4 | Reliance Industries Ltd. 26 16,835 12325
5| Mercator Ltd. 22 681,395 1,083,678
6 | Tag Offshore Ltd. 22 63,812 58.803
7 | Adman Of UT. Of Lakshadweep 21 39.749 8,007
8 | Samson Maritime Ltd. 20 29.653 20,808
9 | Gujarat Maritime Board Ltd. 18 2,733 194
10 | Polestar Maritime Ltd. 18 6,197 2,572
11 | Dredging Corporation Of IndiaLtd. | 17 84,918 60,372
12 | Jindal ItfLtd. 17 59.191 104,056
13 | Oil & Natural Gas Corporation Ltd. 17 59823 43872
14 | Great Ship (India) Ltd. 16 41,907 29,193
15 | Kel-Ross Maritime Ltd. 16 6,408 4,535
1 | Andamané& Nicobar 15 70993 28,061
Administration
17 | Essar Shipping Ltd. 14 230,465 274217
18 | Great Offshore Ltd. 14 21,902 24724
19 | Seven [sland Shipping Ltd 14 336,938 957231
20 | Visakhapatnam Port Trust 14 6,033 0
21 | Hind Offshore 12 17,083 11,027
22 | Kolkata Port Trust 12 16,329 11,742
23 | Chennai Port Trust 11 6,989 0
24 | Kandla Port Trust 11 1973 663
25 | Ambuja Cement 10 23,782 30,460
26 | Apegjav Shipping Ltd. 10 360,352 586,448
27 | Jaisu Shipping Co. Ltd. 10 18,632 8,758
28 | Raj Shipping Agencies Ltd. 10 9.809 10,709
29 | SethusamudramCorp.Td., Chennai 10 263 0
30 | Shrevas Shipping & Logistics Ltd 10 196,332 252,447
31 | Others 811 4613341 6,593.890
India Total 1400 | 12,683,450 | 19,174,627
World Total 94,758 | 1,301,320,000 | 1,925,060,000
India as a % of World 1.48 0.97 100

Figure 8: Twenty Tonnage of Indian Fleet by Companys on Dec 31, 201
CHALLENGES TO INDIAN SHIPBUILDING INDUSTRY

India requires a vibrant shipbuilding industry bese there is sufficient demand for this maritimseagjiven by the fa
thatmore than 90% of Indian seaborne trade is takiageplith the foreign fleets, owned by foreign conipa. A huge
sum of money in foreign exchange is paid in freigfrirges to foreign shipping service providersoAtkere is a lucratiy
export marketEven though it is highly competitive and dominatadthe far stronger and efficient shipyards of @h
Japan and South Korea, Indian shipyards still camage to make inroads into this market. Factors dbatruct the

growth of Ship Industry are followg, as observe
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Tax Burden

GST of 5% is applicable on the materials sourcemahtically to be utilized for shipbuilding, sale gifips, capital goods
for shipbuilding and replacement of yard facilitiéd&ST of 5% and basic customs duty of 2.5% ardiegiple for the
imported materials to be utilized. Ship breakingvee is likely to incur GST of 18%, which is gen#ly paid by the
customer and in addition to this, corporate takeégaid by the shipbuilding companies. These stgtutix burdens put a

financial stress on the shipyards which are alresaywed of funds.
Cost of Bank Guarantee

The ship owners seek bank guarantees from the atiipylike performance guarantee for timely delivef the vessel,
refund guarantee for advance payment and postrootisn guarantee for coverage against defectidia, the financial
institutions do not focus on the shipbuilding seciod the government fails to provide support te ghipyards for

extending these guarantees.
Cost of Working Capital

The shipbuilding activity is highly capital intemsi the shipyards require working capital of aro@&dto 40% of the cost
of the ship during the period in which the shipbisilt. The interest rates charged by the bankdhé dountry towards
working capital loans averages around 10.5 % amdcamparatively higher in comparison to China, dapad South

Korea.

Modernization and Up gradation of technology, Shiplylayout, Project Delay, Debt Problems, Fundirap G
from the Government, Lack of Educational InstitaBcand Research & Development Centers are also famogs which

restrain the growth of shipbuilding in India.
CONCLUSIONS

The analysis of various facts of Indian shipbuitdimdustry clearly shows that India needs to lodknaultiple
interventions, including in the areas of Regulatbmework, Investment Policies, R&D Skills, Finang Process and
Collaboration with Modern Technology. Also it brggp focus the importance of India’s shipbuildingustry which has
the capacity and expertise but is functioning beiksveapacity. The majority of shipyards in the otvy, barring a few like
Mazagon Dock Ltd, Cochin Shipyard Ltd, Garden Re3hlp builders & Engineers Ltd. etc., are underehdgbt burden
and are not earning any profits. But Scalabilityboflding ships, Government Regulatory frameworkl &roductivity

optimization on R&D and in technology can enharedapacity of shipbuilding in India.
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