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Everyone understands that the budget is not unlimited
but one should try to get the best out of it: B.Kannan
have to be more equipped and should
have longer legs to cover vast areas. They
should be able to mobilize large forces
all along the Coast. It should have good
surveillance which is the beginning of the
game on the Strategic front.

13) Ship building within our
defense budget

Vice Admiral B Kannan, PVSM, AVSM,
VSM (Retd). Managing Director and
CEO; L&T Shipbuilding Ltd

Interview Contd...

Now if this has to happen obviously
the capital required for ship building
should get due priority. More importantly
if you have allocated capital for ship
building, we have to ensure that naval
asset is realized in good time and within
the stipulated cost. This has not been
happening in the past.
So there is a need for our planners to
think in the manner how can we get what
we want within the available budget.
Everyone understands that the budget is
not unlimited and there is always a limit to
the budget you can have, but one should
try to get the best out of it.

12) Indian navy’s requirement

Indian Navy’s largest indigenous
patrol vessel INS Sumitra
Indian navy has to look after 7000
kilometers of our coastline including
thousands of islands on either side of the
country.
Further our coastline is so close to the
International shipping lane which renders
them vulnerable. It could be sea piracy or
unauthorized presence of foreign naval
vessels operating in the area. There is no
doubt that this task calls for a very strong
maritime force.
The Indian Navy and the Coast Guards

A view of L&T’s shipyard facility at
Kattupalli port near Chennai
The government should consider
implementing structured contracts for
ship yards whether it is private or public
sector, things should happen. But this has
not been the scenario I have seen in the
last fifty five years, forty years in the Navy
and three years as the head of the L and T
ship yard at Kattupalli.
As for L and T ship yard is concerned
it meets the time frame requirement of
both the navy and the coastguards. It is
one of the very shipyards in the country
which has both design and construction
capability.

Brief look-into of the interview of
Vice Admiral B Kannan (retd) Managing
director and CEO of Larsen and Toubro
Ship building
(The interview of Vice Admiral
B.Kannan (retd) has been quite long
taking us through four weeks; it is very
informative and no less instructive in
the sense that the expert comes out with
meaningful ideas about the ship building
industry. It will be good that the reader is
reminded of what has gone on earlier so
that he will have a whole comprehensive
idea of the interview.)
The Ship building Industry faced a
downward trend following the steep fall
in crude prices in the International market
a few years ago. As and the Oil and Gas
Industry felt the pinch of prices going
down, they were not interested in buying
new ships. In fact the Industry reversed
the orders it had placed with the ship
yards during this period. Consequently
the inventory of built and unsold ships
became a huge problem for the ship yards.
By the time the Oil and Gas industry
turn around came to a point when the
demand cannot be reactivated, a large
number of ships built and unsold were
lying in ship yards. Instead of going in
for competitive new ships available in the
market, the ship owners preferred to go in
for earlier built ships at cheap rates.
This benefitted the Operators of ships
as well as the Ship yards. The Ship yards
were able to liquidate their stocks but both
of them incurred some level of losses. The
Industry was definitely under stress.
On the problems affecting the private
sector ship yards Vice Admiral Kannan
said most of the equipment required for
the industry, are not manufactured in the
country. All these need to be imported.
With the result a significant per cent of
the ship’s cost are dependent on imports.
This reduces the profit margins since the
costs are dependent on foreign exchange
fluctuations.
We have not given sufficient emphasis
on indigenous development of equipment
and machinery for building commercial
ships and the electronic system required

for them. The second problem the shipyards face is the need to mobilize skilled
manpower. The recruitment system is not
institutionalized. We do not have a method
by which skill development requirement
for ship building are available to the ship
yards.
In ship building seventy per cent of
the cost of the ship is accounted for by
equipment and 10 to 12 per cent by man
power. Indian labor may be cheaper but
skills are not adequate. Both these issues
need to be addressed if the ship yards have
to become competitive.
After initial forays into commercial
ship building the L and T ship yard
management at Katupalli near Chennai
took a policy decision to do only defense
ship building in 2015,
Defense ship building is a structured
process but it is badly running on time.
Indian ship building faces the twin
challenges of time and cost over runs.
Nearly 95 per cent of the war ship building
program in the country, are running
behind schedule. I do not know why it
should happen at all. The delays are due to
inadequate planning and execution or due
to some technical reason or other. Every
case has its own complications. The net
result is that there are cost-over runs.
Larsen and Toubro ship yard secured
orders for 54 high speed interceptor
crafts for the Indian Coastguards..We
completed the project two years ahead
of schedule. We built it too early for the
customer to take possession of the craft.
The Coastguards had then faced Resource
Crunch. The agency also had another
problem. They did not have adequate man
power to take charge of the craft once they
are manufactured.
On the one hand you tell the industry
to Make-in-India, the industry completes
the project on time with speed some times
ahead of time. Then there is mismatch
between the capability of the industry and
the resources required for operationalizing
the assets.
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Editor speaks...
In the concluding part of
the interview of Vice Admiral
(Retd) B. Kannan speaks for
the private shipyards which
are competent enough to build
ships cost effectively as well
as in time. In fact, L and T
shipyard has secured an order
for a floating dry dock, a very
important infrastructure for
the Indian Navy. It is the first
time that such a facility is
being built in India. And with
legitimate pride he says L &T
handed over the floating dry
dock to the Navy on schedule.
He says:
There may be
genuine reasons for defense
orders given to public sector
undertakings. But the orders
should not be at the cost of
private ship yards
which are performing
better
and
are
more
economical to the government
both in terms of time and cost.
The orders should not be given
to the PSUS on a nomination
basis.”
Hardley-Davidson
has
announced that it is shifting
some production out of the
United States with the singular
purpose of avoiding tariff
hike, a move that any firm or
business house will normally
respond to the critical
situation. But the President of
the United State has warned
Hardly-Davidson against such
a move. His claim is it should
be in America 100 percent
because it is what it is today
because of Americans only.

He has given a stern warning
that it will have to face very
serious consequences if it
carries out its move.
Chinese
long-sighted
diplomacy
is
explicitly
manifest in the ways it
managed to get control over
the Hambantota port. Its
diplomacy can also be seen
in the way it increases its
presence in the South China
Sea. On the trade front, the
trade war between China and
the US is expected to have
some long lasting impact
on the growth of the global
economy.
A matter of
great
significance
is
IMO’s
consistent endeavours to
empower women so as to
enable them to reach high posts
in the maritime sector. Many
analysts also have expressed
the view that induction of
competent women will go
a long way in solving the
problem of non-availability of
competent seafarers.
As for the much discussed
GST, it has proved very
beneficial in saving time and
cost for the road logistics
sector with its e-way bills.
No longer trucks need to wait
idling for a long time at the
toll gates now. It is certainly
a great relief to the drivers as
well as to the owners of the
trucks.
Wishing you an interesting
and informative reading, and
with warm regards.
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Everyone understands ...
Floating dry dock
The L and T Ship yard secured
an order for a floating dry dock,
an important infrastructure for
the Indian Navy. The facility
was never build in India before.
The ship yard designed and built
it. We handed it over to the Nay
on schedule. From keel laying
to the delivery to the customer
it took 24 and half month to
complete.
Through this order we
demonstrated our capability
to design and build a floating
dock on our own. I am sure
this will attract attention from
neighboring countries and may
result in orders.
The ship yard also received
order for seven offshore patrol
vessels. The first vessel was
delivered in the contractual build
time. This has not happened
before in India’s fifty five year
old history of war ship building.
Vice
admiral
Kannan
attributed the achievement to
the company’s engineering

capability, work ethos, detailed
planning and high amount of
digitalization of the industrial
process.
Ultimately our ship yard has
the capability to design construct
and deliver ships in time to meet
the defense requirements, .which
is what Make in India is required
for. That is being met by our ship
yard. We have been delivering
ships ahead of schedule and
hence there is no time or cost
over runs, there is export market
for our products which need to be
tapped.
We have recently received an
order from Vietnamese border
guards to build twelve ships
for them at a cost of Rs 660
crores. We will demonstrate our
capability to the foreign vendor
as well very soon.
There may be genuine
reasons for defense orders given
to public sector undertakings.
But the orders should not be at
the cost of private ship yards
which are performing better
and are more economical to the
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government both in terms of
time and cost. The orders should
not be given to the PSUS on a
nomination basis.
On
Indian
Navy’s
requirement for assets he said
our vast coastline is so close to
the International Shipping Lane
which renders them vulnerable.
It could be sea piracy or
unauthorized presence of foreign
naval vessels operating in the
Indian Ocean region.
Indian navy and coastguards
need to be more equipped and
should have longer legs to cover
vast areas. They should be able
to mobilize large forces all along
the coast. It should have a good
surveillance network which is
the beginning of the game on the
strategic front.
If this to happen, the capital
requirements for ship building
should get due priority. With the
allocation of capital, we have
to ensure that Naval Assets are
realized in good time and within
the stipulated cost. This has not
been happening in the past.

Harley-Davidson shifting some
production out of United States
NEW DELHI
Sagar Sandesh News Service

H

arley-Davidson will shift
some production out of
the United States to address the
“substantial cost” of retaliatory
EU tariffs imposed June 22 in
response to global U.S. tariffs
on steel and aluminum that hit
the EU June 1, the motorcycle
company said in a public filing
on Monday 25 June 2018.
“Harley-Davidson will be
implementing a plan to shift
production of motorcycles for
EU destinations from the U.S.
to its international facilities
to avoid the tariff burden,”
the company said. “HarleyDavidson expects ramping up
production
in
international
plants will require incremental
investment and could take at
least nine to 18 months to be
fully complete.”
President Donald Trump
unleashed a barrage of tweets on
Monday and Tuesday criticizing
Harley-Davidson’s decision.
“When I had HarleyDavidson officials over to the
White House, I chided them
about tariffs in other countries,

like India, being too
from the impact of high
foreign taxes. He said, “I
high,” Trump said in
another Tuesday tweet.
believe strongly in free
“Companies are now
trade, but it also has to
coming back
be fair trade. It’s been
to America.
a long time
Harley
since we had
m u s t
fair trade.”
know that
T h e
they won’t
f i r m
be able to
estimates
sell back into
the yearly
the U.S. without Harley Davidson Fat Bob
aggregate
paying a big tax!”.
impact of the
In yet another Tuesday tweet, EU tariffs to be approximately
Trump suggested Harley moving $90 million to $100 million,
operations to another country according to the filing.
would hurt its “aura” as well as
“Increasing
international
ultimately lead the company to production to alleviate the
pay even higher tariffs.
EU tariff burden is not the
He said, “A Harley-Davidson company’s
preference,
but
should never be built in another represents the only sustainable
country-never! Their employees option to make its motorcycles
and customers are already very accessible to customers in
angry at them. If they move, the EU and maintain a viable
watch, it will be the beginning business in Europe,” the filing
of the end — they surrendered, says. “The company remains
they quit! The Aura will be gone fully engaged with government
and they will be taxed like never officials in both the U.S.
before!”
and the EU helping to find
In his first speech before a sustainable
solutions
to
joint session of Congress on trade issues and rescind
Feb 28, Trump said that he was all tariffs that restrict free
working to defend the company and fair trade.”
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