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ABSTRACT 

India is the fifth largest economy in the world in terms of GDP and soon, it is expected to overtake Germany to reach the 

fourth position. In terms of Gross Value Added (GVA) at current prices, India’s service sector is the largest segment and 

accounts to nearly 54%. 

The main objective of this research paper is to study the present challenges and issues in Indian shipyards. It also 

aims to evaluate the schemes and new financial assistance policy introduced by the present Indian Government at the 

policy level and study the challenges encumbering the development of shipyard in terms of infrastructure and advanced 

technologies required to increase the volume of capacity in terms of Dead weight Tonnage (DWT) and the market share of 

India in the world fleet 
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INTRODUCTION 

India is the Sixteenth largest Maritime Country in the world, with a coastline of about 7,517 km. According to the Ministry 

of Shipping, around 95% of India’s trading by volume and 70% by value is done through maritime with 12 major and 200 

notified minor and intermediate ports. 

The growth in international trade and the removal of trade barriers has made the developing countries to 

concentrate more on the improvement of their infrastructure, like roads, airports and seaports, which play a vital role in the 

development of the economy. All these things, together with product storage and the capacity to move large shipments, 

have placed the shipping industry in a very advantageous position. Eventually, various other aspects of shipping had been 

developed over years such as Containerization, Multimodal transport services, advancement of marine engineering 

technology and so on. There have been numerous attempts by the Government along with other private and public sector 

firms to promote shipping in the country. In the subsequent years, there has been growth in developing countries at a varied 

level in order to improve their economy. Topping the list are most of the Asian countries.  

VARIOUS COUNTRIES SUPPORT TOWARDS SHIPBUILDING 

Factors considered towards promotion of shipbuilding are Government guarantee (loan), Repairs and Maintenance, Period 

of loan, Legal cost, Security & Interest makeup. 
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Figure 1: Selected Countries Support Towards Shipbuilding Financing.

WORLD FLEET BY VESSEL TYPES

The Figure-4 below shows the percentage share of world fleet in dead

four decades i.e., from 1980 to 2018. 

Source: Review of Maritime Transport 2018, UNCTAD

We can see that in 1980 the percentage share in dead

in the subsequent decades the percentage share has sharply decreased to 29.2% in 2018. The reason for this decline can be 

traced back to increase in the usage of sources of energy other than crude, like renewable sources of energy. 

The percentage share in dead-weight tonnage of Dry bulk carriers have increased from 27.2% in 1980 to hovering 

around 35% continuously for three decades i.e., from 1990 t

dry cargo is the maximum traded commodity by volume today.

The percentage share in dead-

15.6% in 1990 and further declined to 12.7% in 2000 and to 8.5% in 2010. In 2018, it is a meagre 3.9%. The reason for its 

decline is credited to the rise in containerization. Almost 70% of the world seaborne trade consists of containerized cargo.
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Figure 2: World Fleet by Vessel Types. 
 

We can see that in 1980 the percentage share in dead-weight tonnage of Oil tankers was the maximum at 49.7%, 
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-weight tonnage of general cargo ships has declined rapidly from 17% in 1980 to 
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The percentage share in dead-

3.9% in 1990 to 8% in 2000 to 13.3% in 2010 and it is more than 13% in 2018. The unitization of cargo and growth of 

container handling equipment facilitated the growth of container tra

The rest of the dead-weight tonnage of the world fleet consists of various other types of specialized cargo carriers, 

which comprise of a miniscule percentage of the world fleet. These various types of vessels contribute around 11% of the 

world dead-weight tonnage. These specialized vessels can be categorized as LPG/LNG carriers, chemical tankers, reefer 

vessels, project cargo carriers etc. 

INDIAN PLAYERS IN THE SHIPBUILDING INDUSTRY 

The Indian Shipbuilding and Ship Repair industry consists of firms 

ships, and offshore platforms for the Shipping Industry, Fishing Industry, Naval

present, there are 28 major shipyards in India, which include 6 shipyards owned by the

shipyards owned by State Governments and remaining come under the private sector.

Figure 3: Indian Players in Shipbuilding Industry.
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ORDER BOOK POSITION OF INDIAN SHIPYARDS

The Indian shipyards, in total, have the orders for 231 vessels, out of which 69 are with public sector and 162 with private 

sector shipyards. 

Figure 5: Order Book Position of Indian Shipyards.

The world order book in 2018 is 3646 vessels. If we compare 

India holds 6.3%market share in the world in number of vessels. World order book in terms of dead weight tonnage is 

220,842,855 dwt and that of India’s is 1,001,460

Dwt, so in terms of dwt India has a mark

revising the orders received by the shipyards from the 

Thus Indian shipyards are starving for shipbuilding orders. 

GOVERNM ENT POLICIES FOR SHIPBUILDING IN INDIA 

Government of India has supported Indian shipbuilding industry since 1971 through various policy measures such as 

pricing policy and shipbuilding subsidy policy for commercial vessels. The policies were modified peri

2002 the government extended the subsidy scheme to the private shipyards also. Such subsidy schemes were applicable for 

both the domestic orders and export orders. The Government of India has introduced 4000 

Financial Assistance Policy for 10 years to encourage domestic shipbuilding. Financial assistance will be granted to Indian 
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shipyards for shipbuilding contracts signed from April 1, 2016 to March 31, 2026. Financial Assistance equal to 20% of 

the lower of ‘Contract Price’ or the ‘Fair Price’ of each vessel built by them during this period will be provided after 

delivery of vessel. This rate 20% will be reduced by 3% every three years if not completed in stipulated time. The amount 

of financial assistance will depend on the applicable rate at the time of signing of contract. At the time of release of 

financial assistance, if the actual payment received for a vessel by the shipyard from the ship 

contract price; such payment shall replace th

Make in India concept. Few vessels are excluded from the policy like those made of wood, vessel up to 24 meters in length  

and vessels made for defence purposes or for use by N

Subsidy of 30% of the price of vessel was granted for ocean going vessels of 80 meters and above. The policy was 

in force for the contracts signed by the shipyards till august 14, 2007. The subsidy disbursed to shipyards from 2004

2017-18 is presented in the figures. 

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

Figure 7: Total Subsidy (
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MAJOR INDIAN FLEET OWNERS

The Shipping Corporation of India (SCI) is a Government of India Public Sector Enterprise engaged in operating and 

managing shipping services for government purposes, including services to other clients. SCI has a fleet of 70 vessels, 

which is the maximum fleet strength in the count

Figure 8: Twenty Tonnage of Indian Fleet by Company as on Dec 31, 2018.

CHALLENGES TO INDIAN SHIPBUILDING INDUSTRY

India requires a vibrant shipbuilding industry because there is sufficient demand for this maritime asset given by the fact 

that more than 90% of Indian seaborne trade is taking place with the foreign fleets, owned by foreign companies. A huge 

sum of money in foreign exchange is paid in freight charges to foreign shipping service providers. Also, there is a lucrative

export market. Even though it is highly competitive and dominated by the far stronger and efficient shipyards of China, 

Japan and South Korea, Indian shipyards still can manage to make inroads into this market. Factors that obstruct the 

growth of Ship Industry are following, as observed.
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Tax Burden 

GST of 5% is applicable on the materials sourced domestically to be utilized for shipbuilding, sale of ships, capital goods 

for shipbuilding and replacement of yard facilities. IGST of 5% and basic customs duty of 2.5% are applicable for the 

imported materials to be utilized. Ship breaking service is likely to incur GST of 18%, which is generally paid by the 

customer and in addition to this, corporate tax to be paid by the shipbuilding companies. These statutory tax burdens put a 

financial stress on the shipyards which are already starved of funds. 

Cost of Bank Guarantee  

The ship owners seek bank guarantees from the shipyards, like performance guarantee for timely delivery of the vessel, 

refund guarantee for advance payment and post construction guarantee for coverage against defects. In India, the financial 

institutions do not focus on the shipbuilding sector and the government fails to provide support to the shipyards for 

extending these guarantees.  

Cost of Working Capital 

The shipbuilding activity is highly capital intensive; the shipyards require working capital of around 35 to 40% of the cost 

of the ship during the period in which the ship is built. The interest rates charged by the banks in the country towards 

working capital loans averages around 10.5 % and are comparatively higher in comparison to China, Japan and South 

Korea.  

Modernization and Up gradation of technology, Shipyard layout, Project Delay, Debt Problems, Funding Gap 

from the Government, Lack of Educational Institutions and Research & Development Centers are also some factors which 

restrain the growth of shipbuilding in India. 

CONCLUSIONS 

The analysis of various facts of Indian shipbuilding Industry clearly shows that India needs to look at multiple 

interventions, including in the areas of Regulatory framework, Investment Policies, R&D Skills, Financing Process and 

Collaboration with Modern Technology. Also it brings to focus the importance of India’s shipbuilding industry which has 

the capacity and expertise but is functioning below its capacity. The majority of shipyards in the country, barring a few like 

Mazagon Dock Ltd, Cochin Shipyard Ltd, Garden Reach Ship builders & Engineers Ltd. etc., are under huge debt burden 

and are not earning any profits. But Scalability of building ships, Government Regulatory framework and Productivity 

optimization on R&D and in technology can enhance the capacity of shipbuilding in India. 
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