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NEWS A Smooth Sea Never Made a Skilled Sailor.
- John George Hermanson

Blueprint for Reforms and Initiatives for Growth of Home Tonnage 
(BRIGHT)-By Capt. M. M. Saggi, Former Nautical Advisor to Govt. of India

In the article, an attempt has been 
made to high light that growth in  
Indian shipping tonnage is a pre requisite 
for growth of Indian shipping besides  
serving a significant  national  
interest. Various reforms have 
been suggested,  which can be  
implemented easily along with some  
new imitative to achieve this  
objective.

1. Development of Indian 
shipping: Shipping includes vessels 
registered under the flag, seafarers, 
ship building, ship repairs and shipping  
related logistics to name a few.  Most 
significant amongst the mentioned 
aspirations is the growth of tonnage under 
its flag.If this can be achieved, others will 
follow. 

2. Significance of augmenting 
Indian Shipping Tonnage: Controlled 
national tonnage provides trade and 
energy security especially in time of 
hostilities, can facilitate evacuation 
of Indian nationals within and  
outside India, contributes by substantial 
foreign exchange saving on freight  
carried by foreign flags besides the 
freight earnings remain in the  country 

and reinvested adding to GDP,  
more employment is created for Indian 
seafarers, many shipping company  
offices are opened in India  
providing employment ashore.  Indian 
ship owners are more likely to buy  
Indian ships and repair ships in India 
if same are cost quality and time  
competitive. In addition, higher 
Govt. revenues are likely due to more 
investments and last but not least, so  
many other direct and indirect multiplier 
effects. 

3. Share of Indian tonnage in 
Exim Trade and achievable growth 
prospective: Indian flags vessels  
carry a mere 8 percent of India’s  
EXIM trade. In 2018, Indian EXIM  
trade was valued at around 1000  
billion dollars. Ships carry about 70 
percent of this by value i.e. trade  
valued around worth 700 billion  
dollars. Assuming conservatively  
that average shipping freight is a  
mere 2(two) percent of the value of 
goods carried, freight cost for EXIM 
trade by ships can be estimated at  
around 14 billion dollars. If through 
facilitative measures, we can raise 

the share of Indian shipping to carry  
about 40 percent of our EXIM  
Trade in due course, the  
augmented earning of our fleet would be 32  
(40-8 already carried) percent 
more or about 4.5 billion dollars  
more.

4. Long term Contract of 
carriage between Indian Shippers 
/ consignees and service seekers 
and Indian ships a win-win deal:  
India has the second largest population 
in the world and correspondingly  
high consumption, production and 
trade. Most of large exporters and 
importers do have substantial control in  
deciding the carriers. Long term  
carriage of cargo contract with  
Indian ship owners, on mutually  
beneficial terms, linked to a relevant 
freight index, will make ship  
financing easier. Financial institutions 
would be comforted by long term  
freight earning by the ships financed 
by them and consequent assured  
returns on the capital employed. Such 
contracts also comfort the shippers 
& consignees, assuring them of the 
availability of suitable vessels to 
carry their goods at fair freight rates.  
Similarly, large number of oil and 
gas Exploration & Production 
(E&P) companies, ports and other  
players needing a number of support  
crafts for business, can also enter in a  
long-term service contract for above 
mentioned reasons.  These long term 
agreements are a win-win deals for 
Indian ship owners as well as for  
Indian consignees, shippers and 
companies, seeking services of Indian 
ships. 

5. Attract ships to Indian registry 
through tax incentives:  Our revenue 
from shipping is almost negligible  
due to small fleet size. If we offer large 
tax incentives to ships registered in  
India, there will be no real loss of  
existing revenue but only a notional loss 
of future revenues. Since there is no  
subsidy involved, nothing needs to be 
budgeted.  However, the tax incentives  
can be a huge catalyst in exponential 
growth of Indian tonnage, which  
will serve the larger national interest 
better.  

6. Diverse objective for growth 
of shipping tonnage by different  
countries: Countries follow different 
models for augmentation of their  
tonnage. Panama, Liberia and 
Marshall Islands are few of the largest 
open registries. They attract large  
tonnage under their flag by offering 
ship owners, a low or no tax regime and  
total freedom of operation wrt to  
selection of class or crew. In turn these 
countries earn good revenue from 
registration of ships and services rendered. 
Hong Kong and Singapore registries also 

attract large tonnage by offering a credible 
flag and tax incentives. Their main 
objective is to create more opportunities 
for their banks and employment 
opportunity for their citizens ashore in 
the offices of the shipping companies. 
Norwegian main register lost ships as it 
could not compete with lower-costing, low 
or no tax registers. The main objectives of 
establishing the Norwegian International 
Ship Registry (NIS) register were to 
retain the Norwegian owned ships under 
the Norwegian flag, provide better  
c o m p e t i t i v e  
conditions for Norwegian fleet in world 
trade and offer greater employment 
opportunities to Norwegian seafarers. 
However, NIS vessels are restricted to 
ply only on cross trades. NIS has been 
highly successful in adding tonnage under 
Norwegian flag. 

7. Pros and cons of Tonnage 
augmentation by registering ships 
on Bare Boat Charter cum Demise 
(BBCD) by Indian companies: Under 
BBCD, a vessel is hired without crew for 
an agreed period, during which charterer 
takes over complete commercial and 
technical responsibility for the vessel and 
pays all costs except capital costs. There 
is a purchase option after expiry of the 
charter or during the charter. Obvious 
advantage of allowing BBCD vessels to be  
registered under India flag is large 
acquisition in Indian tonnage without 
incurring initial capital cost. Indian 
National Ship owners Association (INSA) 
insists that vessels acquired under BBCD 
should not be accorded benefits of Indian 
Tonnage until their full ownership passes 
on to the Indian ship owner. INSA is 
opposing the move as according to 
them, government would effectively 
be providing BBCD vessel registered 
under Indian flag, cargo support at par 
with Indian flag vessels even though the 
ship continues to be owned by those 
outside India. According to INSA, such 
vessel cannot be controlled by the Indian 
government as they would remain foreign 
owned. More over the benefits from the 
incentives given by government would 
also flow outward and finally the charter 
may not demise and vessel may be taken 
back by foreign owner. On the flip side, 
there can be an argument that whether 
these vessels eventually convert to  
Indian flag or not, as long as they 
remain in BBCD charter to Indian  
companies, they would continue to give 
employment to Indian seafarers and  
others ashore in their offices in  
India adding to our GDP.  At present, 
92 % of our EXIM trade is carried by  
foreign flags, without any commitment 
or benefits accruing what so ever, to the 
nation.
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(To be continued in next week)


