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Impact of Competitive Maritime Transportation
and Infrastructure on Trade

“All nations that have large fleets controlled under their flag/registration recognise the benefits
associated with having a strong shipping industry, such as the creation of skills, revenue generation
from the ensuing economic clusters that develop in support of large fleets, control of critical strategic
assets, supply chain security and economic diversity... The Taskforce notes the strategic fleet should
both complement the current work of Defence, particularly in response to humanitarian and disaster
response situations, and to support future requirements in any conflict scenario given the changing
geopolitical situation in the region as highlighted in the Defence Strategic Review."'

“To shape India’s capability in the maritime sector into a robust engine of the nation’s development,
the Ministry has given top priority to improving the efficiency of major ports by undertaking policy
initiatives and reforms supporting trade...creation of modern and sustainable infrastructure of
global standards, promoting logistics by establishing multimodal terminals along inland waterways,
expansion in shipbuilding & recycling activities...?

Introduction

In the two epigraphs above, both from official reports, one Australian and the other Indian, we can
see a combination of the aspirations, concerns and complexities of the maritime environment of many
nations where they seek to attain and sustain prosperity with a concomitant assurance of adequate
security. It begs the question: In a statistical and numeric sense, how do India and Australia fare on key
indices, some of which are flagged in the excerpts in the epigraphs? This Brief will try and examine both
countries, set against a canvas where the competition posed by China is considerable.

India’s Merchandise Trade and Shipping Considerations

While India's trade has been growing over the years, its share of global trade has been modest, comprising
1.8 % of global exports and 2.8% of imports. India's share has grown quite slowly over the last three
decades even as the volume of trade in goods and services has increased significantly.?

The important inference from this is not so much the relatively low share of India’s global trade, but
that in terms of volume, diversity and direction it has evolved significantly. For instance, in 2002, India's
total merchandise trade was USD 108.3B ($166.2); in 2012 it grew to 786B ($1206.5) and further to 1192B
($1829.7) in 2022. The decadal growth between 2002 to 2012 was 725%; between 2012 and 2022, it grew
by 151%.* (Note: this was lower since Covid-19's impact was still being felt globally). This growing trade
did not really reflect a corresponding growth in Indian owned or Indian-flagged vessels. Neither did
India become a ship-building nation as some other nations did in the post-WW!II decades and especially
in the past twenty-thirty years. As will be seen, India and Australia are “in the same boat,” relatively
speaking, with these shortcomings.

1 Commonwealth of Australia, Nov 2023/ INFRASTRUCTURE 6080, “Strategic Fleet Task Force: Final Report,” p2-4, https://www.infrastruc-
ture.gov.au/sites/default/files/documents/strategic-fleet-taskforce-final-report.pdf
2 Ministry of Ports, Shipping and Waterways, Government of India, “Maritime Amritkaal Vision 2047, October 2023, From Foreword by

Minister Sarbananda Sonowal, https://shipmin.gov.in/content/amrit-kaal-2047.

3 The Economic Times, India’s share in global exports of both goods and services has risen: Eco Survey, July 22, 2024, https://economic-
times.indiatimes.com/small-biz/trade/exports/insights/indias-share-in-global-exports-of-both-goods-and-services-has-risen-eco-survey/article-
show/111922852.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst

4 OEC, India Profile, Historical Data, https://oec.world/en/profile/country/ind?yearSelector1=2002&yearlyTradeFlowSelector=flowl. A conver-
sion factor of 1.535 is used in this study to convert USD to AUD.
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India’s merchandise trade in millions USD
2005 2010 2015 2022
Merchandise exports 99,616 22,651 267,951 453,415
Merchandise imports 142,870 350,233 394,131 720,441
Merchandise trade balance
. 43,254 123,881 126,180 267,027
(Deficit)

Table 1: Indian Merchandise Trade
(Compiled from Maritime Profile: India, UNCTAD Statistics, https./unctadstat.unctad.org/CountryProfile/
MaritimeProfile/en-GB/356/index.html )

A Macro View of India'’s Share in Shipping Affairs

The graphic below by a presenter during the recent Indian Ship Management Summit provides a useful
overview of several parameters where India has a very light footprint.® It ranks much lower in comparative
global share in shipbuilding (at just 0.072% in GRT); in ship owning (1.2%) and ship registration (i.e. national
flag at 0.77%). It is only in ship-recycling, ironically, that India has a 31% share, which also is now second
after Bangladesh at first rank.
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Fig. 1. Representation of India’s comparative maritime footprint. Note: Boundaries of India shown
incorrectly.
(Source: see Footnote 5.)

Indian Shipping Statistics

The number of ships involved in India’s coastal as well as overseas trade has shown a rising trend over the
past four decades, even if the numbers are still modest for a maritime nation in strategic and commercial
considerations. The table below provides a snapshot of the changes since 1980:

5 From presentation by OSM Thome, at the India Ship Management Summit, October 04, 2024. Data is based on UNCTAD and Clarkson’s
Research. This author acknowledges the kind help by a former Indian Navy colleague now working for another global ship management company
based in India.
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Coastal Overseas TOTAL

Year No. of Vessels GT(‘000T) No. of Vessels GT No. of Vessels GT

1908 58 263 325 5426 383 5679
1990 162 523 256 5504 418 5950
2000 312 709 237 6244 548 6953
2010 700 1013 340 9152 1040 10165
2020 998 1673 465 N338 1491 13011
2023 1039 1722 487 12023 1526 13745

Table 2: Snapshot of Indian Shipping Numbers 1980-2023, (Source: Government of India, Ministry of Ports,
Shipping & Waterways, “Indian Shipping Statistics 2023," https:/shipmin.gov.in/sites/default/files/ISS%20
2023.pdf. )

These statistics could be set in the larger picture of flags of registration globally which is below in the
UNCTAD table:

Table 2.4 Laﬂd'l'lgﬂagsbydaaibns, _ .

| ~ Share weignlftagun o Share Average Pluwth
A * Mumber of | of world : (thousands : - : ==l L e
Rank | Flag of registration i i i - world dead : size (dead : weight tons
vessels vesseltotal.: dead : . H & !
: : - ‘weight tons ©  weight @ 2022to
(percentage)  WOlOM - (ercentage) . tons) 2023
1 |Liberia . 4821 46 . 378346 @ 166 . 78479 . 127
2 |Panama 8174 - 78 - 36509 - 161 - 44666 - 4.2
3 |Marshall Islands 4180 40 299170 © 132 © 71572 © 32
4 |Hong Kong, China © 2537 © 24 200075 0 88 ° 78863 ° 37
5 |Singapore S 3202 0 30 ¢ 134985 © 59 42156 27
6 |China © 8262 ¢ 78 . 124061 55 15016 54
7 |Malta ©o1e57 19 109001 0 48 55698 50
8 |Bahamas Co1274 12 0 72674 0 32 570844 © 09
9 |Greece Co1215 12 0 59016 0 26 48573 © 43
10 |Japan © 5220 0 50 . 41726 18 7980 42
11 |Cyprus So1005 C 0 10 ¢ 3164 0 14 3009 0 68
12 |Indonesia © 11422 108 0 30171 © 13 2641 25
13 |Intemational Shipping Register © 729 © 07 © 926850 : 12 . 36832 . 37
of Madeira : : : : : :
14 |Danish Intemational Registerof © 590 06 © 25259 11 42811 31
Shipping ; : : : : 5
15 |Norwegian International Ship  : 684 06 - 21271 09 @ 31099 1.0
Reqister : : : : : :
16 |Islamic Republic of Iran © 865 © 09 . 20723 09 . 21475 ¢ 12
17 |Isle of Man . 269 © 03 © 20108 : 08 . 74755 & 25
18 | Republic of Korea 2149 © 20 - 18894 - 08 - 8792 - 206
19 |India 188 18 - 18133 08 9754 - 71
20 | Saudi Arabia © 433 ° 04 ¢ 13406 © 06 © 30961 35
21 |United States of America . 3531 34 . 12586 06 3564 . 09
22 |Viet Nam ©o1973 0 19 12434 05 ¢ 6302 & 07
23 |Russian Federation © 2910 28 0 11270 © 05 3873 30
24 |United Kingdom excl. Channel @ 866 08 11057 05 © 12768 @ 25
Islands and Isle of Man
25 |Malaysia S 1750 - 17 - 9406 - 04 . 5375 20
26 |Belgium ©oo198 © 02 ¢ 9160 04 46261 63
27 |italy © 1276 © 12 : 8121 04 7148 86
28 | Germany . 595 06 . 7249 03 12183 . 21
29 | Cameroon . 198 02 . 7228 03 36503 . 451
30 |Bermuda S 122 - 01 . 7043 - 03 - 57731 - -107
31 |Turkiye 1170 ¢ 11 ¢ 6651 0 03 5684 B85
32 |Kingdomof the Netherlands ~ © 1187 © 11 : 6618 :© 03 5575 : 06
33 [Taiwan Province of China o 465 04 . 6445 0.3 : 13859 46
34 [Antigua and Barbuda o 614 06 . 6347 03 : 10336 2.0
35 |Philippines . 2203 - 21 . 6125 - 03 - 2780 . 57
Top 35 © 80014 759 2138866 : 941 26731 3.1
World total © 105395 © 100.0 G 2272772 1000 : 21564 © 32

Source: UNCTAD calculations, based on data from Clarksons Research, 2023.

MNotes:  Propelled seagoing merchant vessels of 100 GT and abowe, as of 1 January 2023. For a complete list of countries,
see http.//stats. unctad.org/ffleet. Dead weight tons for some indvidual vessels have been estimated.

Table 3. Top 35 Flags of Registration Nations, by DWT (Source: UNCTAD, Clarksons Research)
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By international share of nationally flagged ships (closed registry), not in number of vessels but in dead
weight tonnage (DWT) terms, the UNCTAD 2023 reports puts India in 19th position.c Of note is that while
India has 1859 vessels registered, amounting to 1.8% of the global total, China, comparatively, ranks 6th
with 7.8%. Meanwhile the US occupies 21st place with 3.4%. The disparity in DWT drops quite significantly
beyond the three largest registries(i.e., Liberia, Panama and the Marshall Islands to Singapore in 5th
place). Also of note is that the average vessel size for significant manufacturing and trading countries
like Japan is 7980 DWT and for South Korea it is 8792 DWT. For India, it is a comparable 9754 DWT. This
is a reflection of the limited national ownership and smaller vessels that are predominantly in their
domestic coastal trade. The American average size is 3564 DWT even when the number of vessels is
almost twice India’s at 3531 ships. This is partially attributable to the use of smaller vessels which sail
in internal waters and intra-US coastal routes. The table below from UNCTAD Report 2023 presents a
changed picture in terms of ownership of national and foreign flag ships (above T000DWT).”

The relative positions of several countries change quite substantially when comparing ownership in the
left-hand columns and flags of registration on the right-hand side. China jumps to second place behind
Greece whose percentage share has declined since the 1980s and 1990s when China was not really in
global reckoning. Likewise, Japan and the US each own a considerably greater share of global shipping
than India does in 23rd position with 0.97%. (Australia lies further down the list with 0.50 % in 33rd place).
China continues to do quite well if the Flag of Convenience countries in the first 5 positions of the right-
side data are left out. China has a considerable share of global flag of registration ship tonnage share
with Hong Kong at 6.26 % and 6th rank and itself at 8th with a 5.69% share. The US slips to 19th at 0.95%
and India even further to 27th at 0.63%. Australia does not figure in the first 35 ranks in the table.

Flags of Convenience. Thisterm does not accurately describe the officialand generally preferred parlance
of ‘open registry,’ where shipping companies can choose to register their ships in nations where costs for
doing so are lesser and processes are easier.8 Open registries are widely known as flag of convenience
(FOC) registries, and these are also thought to have some “inconveniences.”9 It is not necessary here to
go into the history of how FOC developed after the First World War and expanded following the Second
World War before growing once again as trade ballooned and shipping itself grew by magnitudes. In
earlier centuries, ships changed their “colours” to avoid or evade inspections, sanctions or even capture.
Some of the apprehensions about FOC relate to lax standards, safety regulations, proper payment of
wages, crew welfare and conditions, etc. It is true that in earlier decades these concerns were valid, and
they still exist albeit at reduced levels. What may be now more relevant is that national enforcement,
inspection, regulations, both national as well as global, have forced companies to take more care in
following regulations. Essentially, shipping is a globalised, exceedingly competitive and volatile business
wherein keeping costs down matters as does maximising profits. FOCs are not going away and the fact
that so many countries (and companies) continue to register ships they own elsewhere is testimony
to their acceptance and even utility. The short point is that it is indeed more convenient to do so, and
therefore the generic term FOC remains reasonable to understanding the business of trade. Of course,
there are negatives to over-reliance on FOCs and the concomitant reduction of national flag shipping.
These are examined subsequently in thisresearch because they can have security implications of a serious
nature. In any case, it is important to keep in mind that the “(T)he country of the flag is not necessarily
connected to the nationality of the vessel's owner...Shipowners tend to have more direct control over
investment decisions related to their fleets, including vessel sizes and types, ship technology, fuels used,
engines installed and propulsion systems. Today, shipowners are largely located in developed countries,
although China and Singapore feature among the top 10 ship owning countries.” 10 Notwithstanding this
complexity of registry-- national or open-- and of actual ownership, a large share of the world tonnage
is flagged under open registries as can be seen from Table 4. Once a major ship owning and crewing
country, Greece now has 598 ships under its flag and 4332 (i.e. 86.8% under foreign flag). Likewise, Japan,
Germany, Taiwan, UK, UAE, and Turkiye, to name some in the top 35, have similarly higher foreign flag
ownership characteristics.

On the other hand, China, a very large ship owner in both categories, has 5997 ships flying the national
flag, but also owns a little over half that 2791 under foreign flags. This makes for 59.5% DWT as foreign
owned. With 8339 ships owned by Chinese entities, it is the largest owner in terms of numbers, and even
more so if another 1842 Hong Kong ships are included. Greece is higher in terms of DWT at 1st rank.
Further, among the first 20 in Table 4, Singapore, ROK, Norway and Denmark have a nearly fifty-fifty
split between the two categories of ownership, although in some cases the total DWT of foreign going
vessels is a larger proportion. Countries that have more national flag than foreign flag vessels include
the UAE, India, Indonesia, Russia and Iran. However, only India and Russia are around the half-way mark

6 United Nations, UNCTAD Review of Maritime Transport, 2023, https://unctad.org/system/files/official-document/rmt2023_en.pdf. 33.
7 United Nations, UNCTAD Review of Maritime Transport, 2023, https://unctad.org/system/files/official-document/rmt2023_en.pdf, 35
8 Commonwealth of Australia, Rural and Regional Affairs and Transport References Committee Senate Report, “Increasing use of so-

called Flag of Convenience shipping in Australia, Interim Report,” May 2016, https:/www.aph.gov.au/Parliamentary_Business/Committees/Senate/
Rural_and_Regional_Affairs_and_Transport/Shipping/~/media/Committees/rrat_ctte/Shipping/Second_Interim_Report/report.pdf, 2-5.

9 Divakar Rao Korukola, “Flag of Convenience or Inconvenience?” September 2019, https://www.researchgate.net/publication/335715569_
Flag_of_Convenience_or_lnconvenience.
10 UNCTAD 2023, 32.
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at 43.2% and 54.5% respectively. Foreign DWT for the UAE it is a high of 98.5%; for Iran a low of just 4.4%.

Country or territory of Dead weight tons

ownership
Foreign flag
1 | Greece S0B © 4332 © 4036 | 51976436 341036573 S 393033425 868 174
2 | China 5007 © 2791 © BE39 | 121809591 179066943 S 301097355 595 134
3 | Japan 950 © 3069 © 4023 | 37438045 6 200224252 237673376 842 . 105
4 | Singapare 1373 © 1410 © 2813 | 68494373 © 72237484 S 1408248140 §13 62
5 | Hong Kong, China B42 © 979 © 1842 | 72339321 0 44542059 117287467 381 52
6 | Republic of Korea B16 © 869 1695 | 17588035 79517595 @ 07144236 - 814 43
7 | Germany 184 © 1971 | 2156 | 6834385 @ 70143305 @ 76980906 - 911 34
§ |Taiwan Provinceof China | 151 - 892 © 1054 | 6279703 & 52107018 - 58549256 = 893 26
9 | United Kingdom 354 975 © 1332 | 9277332 43600066 @ 53024495 © 840 26
10 | Norway 053 © 963 © 1918 | 18081678 @ 37307060 & 55519431 © 674 25
11 | United States of America 771 0 978 1758 | 10112081 : 403B6816 - 51194805 - 80O . 2.3
12 | Barmuda NA & 403 403 NA  © 50220307 : 50220307 MNA 23
13 | United Arab Emirates 125 © 1152 ° 1283 577123 © 39125947 © 30732861 ° 0BS5S 1.8
14 | Deamark 401 0 411 812 | 19728210 19650607 - 39387826 - 499 17
15 | Switzerand 14 62 616 BI5748 © 36BI7TIE C ATEE6IGRE 0 97@ - 17
16 | Turkiye 306 1361 ° 1766 6056462 © 31243034 © 37348182 0 838 17
17 | Monaco NA 0 380 © 380 NA 36770160 © 36770160 0 NA 1.6
18 | India 014 - 227 ¢ 1145 | 17357386 - 13702630 - 30TI6338 0 432 . 1.4
19 | Indonesia 2335 © 112 2458 | 25565216 = 2810746 @ 28657379 0 09 13
20 | Cyprus 124 291 M7 4828206 © 22461924 © ITAMNSTS 0 @23 12
21 | Belgium 87 | 210 © 297 | B453180 | 18743329 | 26696518 683 © 1.2
77 | Russian Federation 155 © 281 © 1841 | 9813989 11777202 21638798 © 545 10
73 | Islamic Republic of iran 241 © 11 253 | 13450865 853302 © 19305808 © 44 09
24 | Kingdom of the 663 | 527 © 1190 | 5396634 | 12290136 & 17686770 © 695 08
Netherlands : : : : : :
25 | France, Metropalitan 157 © 283 © 442 | 4070356 6 13205297 © 17275653 0 764 08
26 | Saudi Arabia 172 121 ¢ 295 13140826 © 3497829 © 16642440 ° 210 07
27 | Viet Nam 972 0 189 1170 | 11633102 4359040 © 16059600 © 273 07
28 | haly 445 ¢ 163 GOB B276622 © GO77EEB0 © 14354501 © 423 06
29 | Brazil 797 © B4 | 382 | 4683557 @ Q502058 © 14267015 672 06
30 | Malaysia 432 0 161 607 | 6664042 @ 3248351 9050308 & 328 04
31| Canada 220 © 155 © 376 | 2703233 | 7014300 0 97TIBMT 0 722 © 04
32 | Oman 4 1 s9  b64 5558 . BO49447 © BOSS151 0 999 04
33 | Nigeria 210 © 75 © 291 | 3953197 © 3973143 | 7947869 - S04 04
34 | Qatar 52 g2 135 664130 & 7095508 & 7750638 - 914 - 03
35 | Kuwait M7 s 1607403 © Ad6EAB © 5144251 - BT 02
Subtotal, top 35 77846 26570 40651 | 507792003 1527206874 2128610247 TIE 045
shipowners. : : : : : :
Restof the world unknown | 3281 | 2648 © 6040 | 34006961 @ 61081471 & 124028662 & 406 55
World 26127 © 20227 © 56501 | 632600054 1589788345 22535380080 TO5 100

Source: UNCTAD calculations, based on data from Clarksons Research, 2023.

Nofas:  Propslled ssagoing vessals of 1,000 GT and above, as of 1 January 2023.
Ships registared undar the nationzl fiag are any ship whers the registration and ownership are in the same country or
tarmitony of ownership. Ships in second registries of Brazil, China, Denmark, France, and Monway are considered to be
under the national flag if they are owned in thair respactive country. Ships ragisterad in the Iske of Man ana considared
as being registered under national fiag if they are owned anywhers in a greater termitory of United Kingdom including
the Iske of Man and the Channel Islands. Likewise, for the purposs of determining national flag, Madera and maintand
Portugal ara considensd as one unit.
The totals include vassels for which the fiag is unknown. Thus, the sum of national and foreign flags does not equal
the total. Foreign flag as a percentage of total is cakculated as share of vessals with known flag. See also hitpo/stais.
unctad.orgflesiownership.
Metropolitan Franca is the part of France locatad in Europe, including the island of Corsica. The tarm excludes
overseas dapartments and termitories.

Table 4. World Fleet Ownership. (UNCTAD 2023, see Note 8.)
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Thinking of Maritime Competitiveness

This brief survey indicates, firstly, that there are no discernible relationships between quantum of trade
and ship ownership, especially national flag ownership. Secondly, the era of dominance by one or just
a few nations in terms of both merchant ship construction, line ownership and flags does not exist in
current times as seen in the UNCTAD tables. For example, in 1914, the world's steamship numbers were
for a volume of 45 million GRT (Gross Registered Tonnage). Of this, an astounding 19 million tonnes
(i.e. 42% was British flagged) and if dominion flags were included it went up to 45%.11 This changed
significantly after the Second World War and in 1945, the US ended up with 60% of the world's tonnage
under its flag which it tried to quickly be rid of after the war.”?

The table and graphic below illustrate these issues:

Table 2.1 The world fleet of leading countries, 19002

Tons per
Sail tons Steam Estimated Steam inhabi-
(t) tons (t) tons (t) share (%) tant

GB & Ireland 1923 7150 27,663 78.8 0.667
Germany 558 1347 5407 70.7 0.096
The United States 1405 938 4782 40.0 0.063
Norway 930 499 2725 34.9 1.227
France 394 597 2543 60.2 0.066
Italy 483 374 1830 43.6 0.056
Spain 91 435 1657 82.7 0.091
Japan 148 330 1336 69.0 0.031
Sweden 256 257 1181 50.1 0.230
Br. Australia 164 234 1006 58.8 0.182
Denmark 111 245 993 68.8 0.405
The Netherlands 68 252 949 78.8 0.186
Br. America 446 103 817 18.8 0.109
Russia 152 173 774 53.2 0.007
Greece 176 165 770 48.4 0.298
Other European 336 424 1864 55.8

Other 226 235 1072 50.1

non-European

@Based on data from Statistics Norway (1902) Statistisk aarbog for kongeriget
Norge (pp. 168-169). Kristiania: Det Statistiske Centralbureau and H. Aschehoug
& Co, Tables | and K. See Tenold (2019, 22-23), for a detailed presentation of the
data

Table 5. World Fleet Ownership by Countries, 1900.
(Source: Niels P. Petersson, et al (Ed), Shipping and Globalization, 15.)

In the table, the dominance of Britain is obvious. The next two, Germany and the US are a fraction
of the British holdings. Additionally, Britain’'s American possessions and Australia compared well with
other players like Japan, Denmark and the Netherlands for ship ownership and flags. The per capita last
column (Tons per inhabitant) becomes a less meaningful criterion today due to FOC and the complex
nature of trade, but Norway was, in its own way, more “maritime” than the UK and nearly twice so! It
may be worth keeping in mind that the crews of these times were also largely nationals so that the
combination of construction, ownership, and crews generated employment and prosperity in its own
way in addition to a measure of control that was helpful in national crises like wars. To use terms like
maritime competitiveness in all these aspects around 1900 would have been unhelpful because there
was hardly any competition to Great Britain.

n Michael miller, “Sea Transport and Supply,” International Encyclopedia of the First World War, https://fencyclopedia.1914-1918-online.net/
article/sea-transport-and-supply/#toc_global_supply, 189. To illustrate the problem, this excerpt may be useful to keep in mind: “Due to alarming
ship losses during the war, the United States through the United States Maritime Commission (USMC) had launched a massive shipbuilding pro-
gramme through which 4694 ships of all kinds, both commercial and military were built.12 Despite the enormous fleet, the United States was not
able to support this fleet as it had not been able to develop a maritime tradition equivalent to that of Britain or provide internationally competitive
maritime services. After the war the American officials were thus faced with the huge problem of what to do with this enormous and costly fleet
that was six times larger than needed, with ships that were mostly of a rather older technology and were too costly to be operated by American
shipowners...", 189-190.

12 Niels P. Petersson, et al (Ed), Shipping and Globalization in the Post-War Era Contexts, Companies, Connections, Palgrave Macmillan,
https://library.oapen.org/bitstream/id/d136b72b-8490-4858-8214-788062cea0f1/1007153.pdf

7




The graphic below is from the same book and shows “The Declining Role of Western Europe in Shipping™:
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Fig 2. Shift in Shipbuilding from the West to the East. (Source: Petersson, ibid,19)

The gap from 1940-1945 reflects the war years in which a lot of shipping was lost (mainly by Britain, not
surprisingly, and a period in which the US stepped into the breach and built merchant ships at a never-
before-seen pace). In the following years, Japan’s growing contribution and the UK’s decline is evident,
as is a further shift eastward visible in South Korea and then China’s emergence as major ship builders
(leading to a slight decline in Japan'’s relative share).

Britain’s Maritime Competitiveness. No single nation has come close to emulating the sheer degree
of dominance and competitiveness which Britain once exercised over global maritime trade. As will
be mentioned later in this paper, even China - a maritime behemoth in many ways—is unlikely to
reach any comparable proportion, although its capabilities and potential to create problems remain a
concern.13 Britain’s maritime power had several components. These included a global navy capable of
exercising leverage and influence simultaneously in several parts of the world to protect, secure and
advance its interests. At its peak, British shipbuilding was notable for its remarkable capacity to utilise
new technologies to generate higher productivity. British shipping line owners were willing buyers for
good ships and foreign orders existed as well. As the premier manufacturing and trading nation, British
factories needed markets within and beyond their empire; they needed raw materials, much of which
came from their possessions and dominions in all continents. Moreover, there was a larger maritime
‘ecosystem’ —a term not in use until recent times-- largely under Britain's control. An excerpt from Stig
Tenold's chapter in Petersson’s book puts it well:

London’s role as a global centre for trade and finance—which together with shipping were the
dominant service industries—is an important explanation of the British hegemony. Around
these service industries, a number of auxiliary businesses surfaced, gradually becoming more
professionalized. The typical example of such a spin-off business would be Lloyd’s, where the small
beginnings in a coffee shop gradually evolved into one of the most important institutions in shipping’s
commercial infrastructure. Similarly, ship brokers, ship agents, banks, insurance companies and
world-leading institutions such as The Baltic Mercantile and Shipping Exchange ensured the city’s
pre-eminence in global trade and shipping. ‘The Baltic’, for instance, ‘acted as the unofficial regulator
of the shipping business and significant segments of commodity trading’.'*

The Early ‘Digital’ Trade. In addition, Britain also had an oversized role in laying, owning, operating and
maintaining submarine telegraph cables. The first issue brief described the role of today’s cables, nearly
150,000 km. in total length, in enabling trade in services as well as physical outcomes of a wide variety of
activities. At the turn of the 19th-20th century Britain was a nearly unipolar “digital” power. Even “(b)y 1914
the submarine cables that Britain controlled were almost twice as large as those of the two next powers
(The United States and France) combined, and the extensive telegraphic system contributed decisively
to the City of London’s position as the world capital of trade, shipping and finance. The shipping lines
were to cargo transport what the telegraph was to information—a manifestation of British power, which
contributed to preserving the very same dominance that it reflected.”

13 See, for example, MERICS China Global Competition Tracker No.4, /December 1, 2023, Mercator Institute for China Studies, https://mer-
ics.org/sites/default/files/2023-12/MERICS%20China%20Global%20Competition%20Tracker%20N0.%204%202023.pdf and, also Lipiang Jiang, et al,
Transportation Research Part E; Logistics and Transportation Review, Vol 60, December 2013, 39-38, https://www.sciencedirect.com/science/article/
pii/S1366554513001610.

14 Stig Tenold, in Chapter 2, “The Declining Role of Western Europe in Shipping and Shipbuilding, 1900-2000,” Petersson, Shipping and
Globalization, 16.
15 Tenold, ibid, 16.
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Indian Maritime Competitiveness

For a nation that is large, diverse and looking to improve the standard of living and well-being of over 1.4
billion people, the quest for economic stability and economic growth has become a priority for over two
decades now. Within this objective, the effort to trade more by sea and air, be better connected digitally
through updated submarine cable networks, build more ships for India and for export, and create
better ports for India and around the IOR with good hinterland connectivity are now being proactively
looked at. Finally, things seem to be moving. As such, India needs to be doing much better in maritime
competitiveness.

Maritime India Vision 2030 (MIV 2030)/ Maritime Amrit Kaal Vision 2047

The MIV 2030 Report did not emerge in a vacuum. Since 2015, there has been a concerted effort to
further India’'s maritime outlook since this never quite received the purposeful support it needed. This
resulted in the first Maritime India Summit in 2016 at Mumbai. At this summit, the National Perspective
Plan of Sagarmala project was made public by PM Modi."* The Sagarmala (‘garland of ports') project
was conceived in 2003 but lay dormant until 2015-16. It is intended to push for development of ports as
important catalysts for prosperity.”

MIV 2030 is a very comprehensive road map that spans more than 150 initiatives covering ports, of course,
but also shipping, shipbuilding, green shipping, traffic efficiencies, inland waterways and hinterland
connectivity. The goal is ambitiously worded, “to improve performance and efficiency of the Indian
maritime sector to best in class levels.” Time will tell how the initiatives shape up, or if some fall short of
expectations. As in many other areas, maritime competitiveness exists in an obviously competitive world
where countries like China are in pole position and may not give up that place easily. We can consider
Ports, Shipping, Shipbuilding, Ship financing, Insurance and Crewing briefly but sequentially.

Ports

The UNCTAD 2023 Review of Maritime Transport once again has analysed port efficiencies for container
and bulk cargo ship-handling. While India does not rank among the top ports for scale of arrivals and
departures or for volumes of cargo handled, ports have, overall, become more efficient. Under the
Container Port Performance Index 2022, India does not rank in the top 25 and neither does Australia.
China’s Yangshan is ranked first, and it has 8 ports in the list including Hong Kong.” In minutes per
container move, Indian port performance has improved and was ranked 19th, just after Australia at
18th.20 Yet, the very vision of the Sagarmala project is to reduce logistics cost of domestic as well as
EXIM trade.21

As for bulk handling, Indian ports have done well, scoring high on “tons per minute loading and discharge
rates in minutes as well as much improvement in reduction of average ship waiting times for lading and
discharge. In the table for top 30 economies, China ranks 1st, Australia 2nd, US at 3rd and India 10th
rank.22

In the category of tankers, India’s port competitiveness is far better at 4th position, behind Brazil, China
and the UAE. An extract of the relevant table is shown below:

16 Ministry of Ports, Shipping and Waterways, “Maritime India Summit 2016,” https://shipmin.gov.in/news-events-project/maritime-in-
dia-summit-2016

17 The Economist, India has quietly transformed its ports, May 9, 2024, https://www.economist.com/asia/2024/05/09/india-has-quietly-trans-
formed-its-ports

18 Ministry of Ports, Shipping and Waterways, “Maritime India Vision 2030,” https://shipmin.gov.in/content/maritime-india-vision-2030

19 UNCTAD Review of Maritime Transport, 2023, 90.

20 Ibid., Table 4.2, 92-93

21 Ministry of Ports, Shipping and Waterways, Annual Report, 2022-23, 16. https://shipmin.gov.in/sites/default/files/Annual%20Report%20
2022-23%20English.pdf

22 UNCTAD 2023, Table 4.3, 93-94.
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Ton per minute Ton per minute Average waiting time | Average waiting time
(loading) (discharge) to load (hours) to discharge (hours)

% change % change % change % change
2023 | from 2022 from 2022 from 2022 from 2022
t0 2023 to 2023 10 2023 t0 2023

Brazil 545 © 45 311 ¢ 3 389 121 729 ¢ 13
China 280 131 50 0 30 379 103 563 : 185
United Arab Emirates 67.2 1.0 25.1 = -8.9 49.3 : -20.8 51.8 l -49.1
India 325 ¢ 261 501 0 09 a5 ¢ 198 452 205
Republic of Korea 274 1 A1 792 0 99 40 | 48 378 108
Malaysia 278 5 12 93 19 480 127 | 486 P 179
Singapore 02 0 67 | 389 -4 42 03 07 343
Indonesia 178 0 98 253 ¢ 32 448 76 a7 i 22
Mexico 252 0 15 212 0 25 845 145 893 | 222
Italy 180 : 44 399 © 44 536 : 8.8 550 101
Kingdom of the Netherlands | 18.1 :  22.4 359 © 187 617 25 498 0.1

Table 6. Excerpt of tanker handling performance data for first four months of 2023 compared with 2022
statistics. (Source: UNCTAD 2023 Report, 95.)

Enhancement of Other Efficiency Measures

Within India, certain shifts in patterns have taken place. For the 12 major ports owned by the Indian
government, traffic in petroleum, coal and fertilizers has been growing steadily. Container traffic is also
on an upward trend (Nhava Sheva/ Jawaharlal Nehru Port, off Mumbai and the private port of Mundhra
handle the most containers); iron ore and general cargoes have fallen. A major factor for the growth of
ports, traffic, trade and efficiencies are the number of ports that are now private and the leased terminals
in the existing public sector ports. In FY 2024, private ports/ leased terminals grew by 11.18% while major
ports (another way of saying those under the Ministry of Ports and Shipping) grew by 4.45%. Private
ports have taken steps to increase goods sent via coastal shipping, thus easing the congestion on roads
and railways to an extent. Apart from that, MIV 2030 also looks at obvious benefits from coastal trade, a
focus area for Sagarmala anyway. In official documents and vision papers of the Government, (such as
the Maritime Amrit Kaal Vision 2047, further referred to as MAKV 2047)23 the term “major” port is used
for the 12 public sector ports, and the term non-major is used for minor and privately owned ports. This
is not quite logical because some “major” ports handle lesser traffic than some non-major ports. Minor
ports were those under the coastal states’ jurisdiction before private players and PPP (public-private-
partnership) models were enabled. Incidentally, the PPP model in major ports is not very old, having
been first started in 1997.24 Type of ownership or jurisdiction, i.e. private or states has been confused
with port size or capacity. Nonetheless, since the terms have been used in official documentation, this
anomaly could be kept in mind by a reader. Data for Major ports and the “non-major” ports are shown
in the next two tables:

MAIOR PORTS FY24 cargo (mt) % chg (¥-0-Y)
Paradip 145 I $ NON-MAIOR STATE BOARD
Deendayal 131 - Gujarat 449 I 7.0
JHW 85 R Andhra Pradesh 117 [l <X
Vizag 31 A0

: Maharashtra 7ol 8. o
Mumbai 6710 s T . -

Odisha 54l Po.0 U

Kolkata 66 Il e .

i Tamil Nadu 101 5
(hennai 52l L
— B Total 721 I %)

Marajar m Note: Totals may not add up as lists don't include all ports/stale maritime boards

Total 8‘8 _. m Source: Ministry of Ports,Shipping and Waterways

Table 7. Major & Non-Major Ports data for FY 2023- 2024. (Source: Dhruvaksh Saha, Business Standard,
Oct 08, 2024 https./www.business-standard.com/industry/news/pvt-ports-outpace-major-peers-in-1y24-
register-double-digit-growth-124050201156_1.html)

23 Government of India, Ministry of Ports, Shipping & Waterways, Maritime Amrit Kaal Vision 2047, https://shipmin.gov.in/content/am-
rit-kaal-2047
24 Ministry of Ports, Shipping and Waterways, Annual Report, 2022-23, 16.
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Other Port Performance Measures and Plans

MIV 2030 flags Indian intent to develop mega ports and, in fact, mentions two examples: the Port of
Yangshan in China (630 MTPA) and Port Hedland in Australia (620MTPA). Additionally, an accompanying
schematic map reproduced below shows Slngapore (955MTPA) and Rotterdam (670)

Exhibit 1.45 | Mega Ports developed / undemray in other advanced maritime

nations
Port of Singapore

Port of Rotterdam 955 MTPA Benefits of Mega Ports
L
670 MTPA
10-15% lower
Port of Yangshan Port of Hedland in operational costs
Chma Australia
5 — mmPA *‘ ezo MTPA
Ability to handle
;i large ships e.g.

: Cape-size vessels

Drive hinterland

d eccnomic
g development

! Source: Respective Port websites; Drewry Maritime Advisors Database; Port of Singapore to reach 955 MTPA in phases

Fig 3. Schematic of four mega ports as aspirational models for India. (Source: MV 2030, 50.)

As can be seen in the schematic on Indian ports along the coastal states, port handling records relatively
poorer with the Deendayal (Kandla) the biggest at 261 MPTA.

Exhibit 1.46 | India Ports with greater than 100 MTPA capacity

Mundra

8 Deendayal
Port

gParadip

o Jawaharlal 8 visaknapat
Nehru Port nam

3 Kﬁehnapatnam

8 Chennai

g Major Ports
£ Non-Major Ports
QO current capacity

OOEE

Fig 4. Schematic of Indian ports larger than 100 MTPA capacity. (Source: M1V 2030, 50.)

(Note: Reference is again made to the inaccurate terminology being used for major/ non-major in terms
of ownership and this spills over into the “mega ports' area as well.)
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Importantly, MIV 2030 and its amplifying vision document MAKV 2047 both recognise that unless India
redevelops existing ports and builds new ones, it may be rendered quite uncompetitive in years to come.
The report flags three key criteria:®

(1) More ports need to handle deep draft vessels of 16 metres since a fair proportion of tomorrow's
global fleet, especially for containers, might exceed 20,000 TEU size.

(2) Ensure good hinterland connectivity “to facilitate best-in-class evacuation” of EXIM (export/
imports) goods to standards of mega ports.

(3) Such portsshouldbethefocusof“sustainable eco-systems”,and thiswould require land availability
so that manufacturing including in SEZs could thrive. Further elaboration to these criteria is given
across several chapters of MAKV 2047. For example, there could be several challenges for such
clusters related to land availability, acquisition and lease/ tenures.?®

Infusion of Technology. MAKV 2047 gives technological enhancements very central importance to all
areas of the maritime sector. The word “digital” appears 172 times; “technology” 464 times; Artificial
Intelligence/ Machine Learning and Big Data pepper the report as well. These mentions are not so much
to quantify the stress that is proposed, but in terms of consequential qualitative, productivity and safety
benefits that could help improve maritime competitiveness. Thus Theme 10 “Enhance Efficiency through
technology and innovation” is one of the longest (from page 321 to 345) and lays out road maps for
infusing technologies into most areas of the maritime sector. Key initiatives among the 17 outlined span
updates and infusions to three major hubs, ports, shipping and waterways (mainly inland waterways).
Current digital processes are often in silos like the Port Operating Management Systems (POMS), the Port
Community System (PCS), and standard ERP systems.?” Different processes for communications with,
say, Customs and their own internal barriers, “high paperwork, limited integration with international
stakeholders, gaps in tracking and tracing EXIM cargo etc are some of the challenges which these
initiatives want to overcome.

All this is related to the competitive nature of trade, shipping etc where efficiencies matter for volumes
to grow and attract shippers as well as goods for EXIM. The UNCTAD report talks of measures to reduce
waiting and loading/unloading times, of course, but also of other facilitation improvements like the faster
clearing of goods (especially imports) and for handling transhipment cargoes. This includes digitization
as the “key to port efficiency. Investing in new technology such as interactive data exchange, artificial
intelligence..."?® As MAKV 2047 acknowledges, India’s port turn-around time, which is simply another way
of saying how the entire process of a ship’s approach to a port, and cargo loading/discharge, clearance
and exit is made more efficient. The turn-around time data (TAT) from 2020 shown at 2.7 days put India
in 22nd place. So, obviously, there is much to be done, seeing how many other Asian countries score so
well.
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Fig 5. Median Turn-Around Time (TAT). (Source: MAKV 2047, 327)

Domestic and Global Benchmarking of Port Efficiencies. To compete globally, the Government now
intends to benchmark performance of public and private ports, about 230 in all and rank them for
performance. This ranking will be based “on the World Bank Logistics Performance Index (LPI) and the
25 MIV 2030.

26 MAKY 2047,132-135.
27 Ibid., 323.
28 UNCTAD, 98-99.
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Container Port Performance Index (CPPI)."29 This cannot be done in isolation and the intent to establish
a “Centre of Excellence for Maritime Efficiency for proper e-governance” will look at technologies being
implemented or planned in global ports. Here are opportunities for India and Australia for bilateral
cooperation embedded in Quadrilateral cyber-security and technology sharing initiatives for the
Indo-Pacific at large.

Mega Port Plans. Part of the drive for maritime competitiveness is likely to result in the actualisation
of several mega ports and augmentation. The intent for 2047 is schematically represented in the map
of coastal states as well as for the Andaman and Nicobar Islands (Galathea Bay). These include current
public sector, PPP as well as private ports. Some of these ports will be deep draft (18-23m) and some will
be for transhipment both as India seeks to be a trading hub for pan-regional spokes; a manufacturing
economy and with shipbuilding and ship repair clusters. The challenges may be in matters of project
execution; financial outlays; a stable economic environment not only nationally but also globally and the
reality that nations like China will also be ramping up their own maritime competitiveness.

@DPA & Tuna-Tekra Port Cluster Kolkata

L
PPA
Vv an B f/ e\
JNPA - Vadhavan /
Pt digt h Port Cluster Yy
@% Existing Transshipment Ports S . L s PPA —Other
>=300 MTPA Capacity Mumbai Bt 2 Non-Major
Transshipment Ports VPA Port Cluster
Port Clusters with
d} Existing Port with 18-23 m draft >=500 MTPA Capacity dj«
« Momurgao
Ports with 18-23 m draft New Major Ports
KPL ChPA - KPL - Cuddalore
NMPA S cnm@ — Port Cluster
CoPA - Vizhinjam . copA uddalore ﬁf
Port Cluster New Port ‘@
$ . Galathea,
VOCPA “.» South Bay
Vizhinja

Fig. 6. Schematic for Potential Mega Ports by 2047. (Source: MAKV 2047, 288.)

Shipbuilding Initiatives

MIV 2030 and MAKY 2030 are the first major public documents that capture the problems and enunciate
broad policy and road-map. Two aspects that directly relate to shipping in MAKV 2047 are Theme 6 to
“Becoming a Global Player in Shipbuilding, Repair and Recycling.” And Theme 13 is “Enhancing India’s
Tonnage.” The challenges for India to be a global force in shipbuilding for domestic and international
orders could be many. Two aspects should be kept in mind: first, it is never too late to make an impact;
second, such shifts have occurred in the past (as seen above in Fig. 1). Data in Fig. 1 shows the shifts in
shipbuilding that have taken place in the 20th century and these have been very marked from the West
to the East. Both India and Australia are part of the “East” and could take individual and bilateral
steps to increase their share of shipbuilding and ship ownership just as others have done.

MAKY 2047 shows a 2018 pie chart for percentage of ships on order in countries shown. Even late entrants
like Vietnam and Philippines had 2 percent shares each of orders. India has just about a 1% share. The
report also mentions that even in terms of tonnage on order in 2018, “China, Japan and Republic of Korea
were the top three nations which accounted for a global share of 36.3% 20.4% and 23.7% respectively in
ships on order in terms of gross tonnage”

29 India Shipping News, “Govt is planning for national ranking of all ports amid rapid rise of private ports,” Dec 26, 2023https://indiaship-
pingnews.com/govt-is-planning-for-national-ranking-of-all-ports-amid-rapid-rise-of-private-ports/
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No. of ships on order by country-2018

1 China =Korea =Japan = Phillipines =Vietham = Others

Fig. 7. Percentage breakup of number of ships on order, 2018. (Source: MAKV 2047, 202.)

If we turn to the current situation with orders, the figures are stunning in a sense. Shipbuilding tonnages
are increasing annually, and in 2023 there were 3716 vessels on order with a DWT of 231.5 million DWT.
This was nearly 9% greater than the previous year.30 The ISL analysis also mentions that in terms of CGT
(Compensated Gross Tonnage, which is a measure of the amount of work that is needed to build a ship
of a particular type; a better assessment parameter than DWT) 59% went to China, 30 % to ROK and a
declined 8% to Japan. Thus, within the shift to “east,” changes are visible with a once dominant Japan at
a lag already. The graphic from 2019 to 2023 illustrates overall growth which is most noticeable for China.

World order book by shipbuilding areas 2019 — 2023 (cgt %)
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Fig. 8 Tabulation of global shipbuilding in CGT as percentage. (Source: ISL, Global Merchant
Shipbuilding, mid-2023)

MAKYV 2047, Theme 6 comprehensively analyses issues of incentives for shipbuilding in the past. Some
incentiveslike the Shipbuilding Financial Assistance Policy of 2016-2026 have notreally worked.31The need
forsuchanindustryisinarguable because “In additionto the economicrole played by the shipbuildingand
ship repair industry, it also plays an extremely important role in helping maintain the maritime security
of a nation. India has a large and growing navy and coast guard services which would require significant
domestic shipbuilding capacities.” 32 It adds that, “Shipbuilding is a strategic multiplier industry i.e,, it
drives growth in many manufacturing sectors as well as generates huge employment opportunities
on account of strong linkages with multiple industrial sectors such as heavy engineering, electronics,
iron & steel etc. (it) drives the growth of the entire economy (with) one of the highest investments and
employment multipliers of any industry. In addition, shipbuilding can play a role of mother industry to
heavy engineering (casting, forging etc.), similar to the role played by the automobile industry in light

engineering space.” 33 This is obvious in a way, but three thoughts come to mind. The first, that India did
30 Dieter Stockman, “Global Merchant Shipbuilding, mid-2023," Institute of Shipping Economics and Logistics, https://www.isl.org/en/glob-
al-merchant-shipbuilding-mid-2023#:~:text=At%20the%20end%200f%20the,volume%200f%20109.8%20million%20cgt.

31 MAKYV 2047, 203 -04.

32 Ibid, 204.

33 204.
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develop a big automobile industry, including eventually of Indian brands, over the last four decades. One
is not sure why it did not really become a mother industry to shipbuilding. Inthe UK at the dawn of the
automobile age, shipbuilding was already advanced, even when automobiles were still rare. Second, what
might it say about Australia’s situation? Australia’s automobile industry gradually almost disappeared
as did much other manufacturing.34 Despite very large measures of government support, tariffs on
imports, regulations, indigenous manufacturing of cars just withered. Third, while continental Europe
developed shipbuilding across several countries that included Greece, Germany, Scandinavian countries
as well as Eastern Bloc nations like Poland, and developed cars for mass usage as well as advanced luxury
cars, and in general many nations had deep and advanced engineering foundations for production of
capital goodes, their shipbuilding declined nonetheless. Today, it is China that threatens their automobile
industry as well. To put it another way, a rising engineering tide is not enough to metaphorically lift
boats in all sectors. Rather, shipbuilding requires different types of investments, pushing and competing
in a very tough environment, which in its own way may be tougher than the automotive sector but with
increased security benefits especially in times of adversity.

Current Shipbuilding Capacities. These are still very modest by any standards, but there is optimism. In
2022-23, Indian yards in the public and private sectors had orders for 433 ships, of nearly 250,000DWT.35
By way of comparison, in March 2019 government and privately owned yards had 188 ships of total
171,6800 DWT.36 The average vessel size is for the 2022-23 data is less than 600 DWT and that isn't
encouraging in terms of what China and Korea are doing. In 2018, MAKY reported shipbuilding capacity
in Public sector yards was 250,000 DWT for five Yards, of which Cochin Shipyard (CSL) was 110,000 and
Hindustan Shipyard (HSL) was 80,000. MAKV 2047 briefly examines protective policies and financial
assistance, cheaper credit and other concessions for shipbuilders in China, South Korea, a newcomer
like Vietham, or in the US, EU, Turkey.

Challenges to Shipbuilding. Indian shipbuilding does seem to be becoming more competitive, but
very slowly. For example, a private German shipping company recently ordered four bulk carriers worth
$54 million with Garden Reach Shipbuilding and Engineering Co. (GRSE) in Kolkata in June 2024.37
GRSE is an upriver yard, and can build smaller draft vessels. These are 120 m long and four more could
be ordered. Larger yards like those in the private sector at Kattupalli (Larsen & Toubro), Kochi (CSL) and
Pipavav (Swan) are capable of building much larger ships from 200,000- 400,000 DWT. This is very likely
to fructify, but current challenges would need to be overcome, sooner rather than later. MAKY lists these
challenges mainly to be:

» High Cost and spikes in cost of operations in Indian shipyards. This is despite very low labour costs
which are estimated at $1,192 for India, $10,743 for ROK and $21,317 for Singapore. Allied issues
relate to productivity and skill-shortage.®

» Ancillary industries fall short on the support that shipbuilding requires in terms of equipment
and machinery, electronics and even green technology for ships of tomorrow.

» There are high costs of some raw materials as well as of capital equipment, much of it needs to
be imported because India lags in capital goods machinery. There are also issues of taxation. The
report tabulates cost disadvantages for Indian yards as compared to some foreign yards. This
disadvantage is between 4%-10% for taxation and duties; freight charges at 2%- 3%; bulk discount
5%- 10%; Interest on capital 5%- 6% and other costs 2%- 3%.

» Need to improve human resources in terms of skills, management practices and productivity, of
course.

» At present, it is simply easier, quicker and cheaper for Indian shipowners to place orders in Korea,
China and Japan

> Absence of a central government funded or supported or quasi-public/private agency for
promoting and lobbying for Indian shipbuilding. The report mentions the Korean Marine
Equipment Association; China Association of National Shipbuilding and the Japan Shipping
and Marine Equipment Association. This may be changing and one such recent measure for
coordinated promotion involved a joint visit of a few defence shipyards to Australia.*® Such

—______measures need to be pursued with concrete follow-up and plans for action. This should
34 For instance, see Bill Scales, “The rise and fall of the Australian car manufacturing industry,” Financial Review, Oct 19, 2017, https://www.
afr.com/opinion/bill-scales-the-rise-and-fall-of-the-australian-car-manufacturing-industry-20171018-gz3ky4 . This extract from the AFR is of interest:
During this phase, the industry was supported by high tariffs; import quotas that guaranteed - by law - 80 per cent of the Australian car market
to local producers; a local content scheme for component suppliers; complex and generous export incentives; and a range of preferential gov-
ernment purchasing arrangements. Assistance for the industry was so high that even the Industry Assistance Commission (a predecessor to the
Productivity Commission) did not have the tools to measure the stratospheric effective rate of assistance to the sector from this complex labyrinth
of protective assistance measures.

35 Ministry of Ports, Shipping and Waterways, Statistics of India’s Ship building and Ship Repairing Industry 2022-23, 2.
36 Ministry of Ports, Shipping and Waterways, Statistics of India’s Ship building and Ship Repairing Industry 2022-23, 2.
37 GRSE secures export order worth $54 mn from German co for commercial vessels, The Economic Times, June 22, 2024, https://eco-

nomictimes.indiatimes.com/news/defence/grse-secures-export-order-worth-54-mn-from-german-co-for-commercial-vessels/articleshow/111190516.
cms?from=mdr

38 MAKYV 2047, 205-209.

39 “Indian Shipbuilders Explore Collaboration with Australia on warship Programs,” IDRW.Org, April 22, 2024, https://idrw.org/indian-ship-
builders-explore-collaboration-with-australia-on-warship-programs/#google_vignette.

15


https://www.afr.com/opinion/bill-scales-the-rise-and-fall-of-the-australian-car-manufacturing-industry-20171018-gz3ky4
https://www.afr.com/opinion/bill-scales-the-rise-and-fall-of-the-australian-car-manufacturing-industry-20171018-gz3ky4
https://economictimes.indiatimes.com/news/defence/grse-secures-export-order-worth-54-mn-from-german-co-for-commercial-vessels/articleshow/111190516.cms?from=mdr
https://economictimes.indiatimes.com/news/defence/grse-secures-export-order-worth-54-mn-from-german-co-for-commercial-vessels/articleshow/111190516.cms?from=mdr
https://economictimes.indiatimes.com/news/defence/grse-secures-export-order-worth-54-mn-from-german-co-for-commercial-vessels/articleshow/111190516.cms?from=mdr

not be limited to exploring joint warship production but could begin with certain types of
merchant ships that Australia could consider ordering in Indian yards, and niche types of
vessels required by India in possibly Australian yards.

Are More Shipyards Needed? India has 28 Yards of which 8 are public and 20 private. Many yards are
building combatants and auxiliaries for the Indian Navy and the Coast Guard. Undoubtedly, more yards
would be needed, but more critically, current Indian yards would need to be more productive, inventive
and adaptive to find more niche areas for building the types of vessels that tomorrow’s buyers would
find worthwhile ordering in preference to alternatives they might often, if not always have. That explains
the shifts from UK to Europe and UK to USA; from the West to Japan first and then to Korea and then to
China to an extent where China is the premier player today by a wide margin. China is estimated to have
dozens of major shipyards, although the putative figure of 450 (with another 400 in the ROK) presented
in the MAKV 2047 (p. 209) may include small boat yards in the count.

Here is a map of peninsular India with shipyards marked. Private yards are not labelled in this map, but
they could become builders for much larger ships and in greater numbers.
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Fig 9. Map of Shipyards in India. (Source; MAKV 2047, 209.)

A comparative map of Chinese shipyards is shown later in this brief to illustrate the very different league
it is in for shipbuilding. It may be said here that no one in India is under any illusion of catching up or
matching up to China. The impetus required is to have self-sufficiency (Atmanirbharta) to a significant
degree; be able to export different classes of modern vessels; provide alternative yards for foreign and
Indian buyers to think about; and be alive to areas of comparative advantage that India can offer to
domestic and international buyers in government and private sectors.

Getting into Ship Repair

Ship repair task and business are finally getting the attention they have long lacked. The section in
MAKY 2047 on this begins, “Lack of ship repair facilities in the country have hampered growth of the
industry. It has therefore become necessary, to develop major ship repair clusters which can leverage
clustered availability of skilled manpower, infrastructure, ancillary support, technology support and
training facilities."*° As in shipbuilding, so in ship repair, India’s share of global business is less than 1-2
%. The good news is that the Indian Government is doing something about it. In essence, repairing
ships in India is more expensive than most places, including next door in Sri Lanka. Considering the
number of port calls received and the proximity of India’s coast to major international trade routes, there
is little reason why it could not be a more attractive destination for such works (especially for Indian-flag
vessels). Historically, the major obstacles have been the higher costs and longer wait times required
during all phases of repairs, including ship surveys, dry-docking, trials and certification.

40 MAKYV 2047,214.
41 Ibid, 227.
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Constraints. Drydocks are a major constraint. There are only 9 dry docks in five public sector (“major”)
ports, and these cannot take in larger ships. In any case, some of these ports lack the depth for deeper
draft ships. Some shipyards like Pipavav and CSL, Kochi have larger dry docks and wharfage, but their
relatively limited capacity would be prioritised towards construction and not repairs. The other dry
docks (nearly 35 +) are smaller and cater to much lighter vessels and craft. The other important factor
is the slower pace of work for surveys that are needed and post-repair certifications in accordance with
International Maritime Organization (IMO) stipulations. One needs to reiterate the obvious that for
shipping companies, time is money and, as a corollary, for repair yards, a faster pace of work enables
greater profits through increased turnover and reputational assurance through an increased customer
pool nationally and globally. Repairs require the stocking and quick access to a range of spare parts
since there is no appreciable domestic ancillary industries system for this sector. Spare parts require
corresponding policies regarding Free Trade House Warehousing Zone(s), (FTWZ), easier Customs
procedures for returning unused spares and reduced GST and local taxes for coastal shipping.

Plans. MAKV 2047 (p214) ambitiously recommends Ship Repair Clusters at Chennai, Kochi and Mumbai.
CSL has suggested that a Strategic consultant for a detailed report for setting up such clusters be
engaged “with clear milestones and deadlines for each milestone.” Hopefully, this would translate into
tangible growth of ship repair business instead of it gravitating to Hong Kong, Singapore and mainland
China at present.

Increasing Indian Tonnage

Indian shipping in terms of its growth over the years, current tonnage, distribution of ownership between
Indian flagged and Indian owned has been discussed at the beginning of this brief. MAKV begins Theme
11, “Improving India’'s Tonnage” on a realistic note: “The growth of Indian-flag shipping tonnage has not
kept pace with the growth of Indian trade needs. This has led to more than 93 per cent of Indian origin
or destination international cargoes, and about 39 per cent of total Indian cargoes (including coasting
and offshore fields), being carried on foreign-flagged ships, with an annual freight outgo of about USD
75bn. Participation of Indian tonnage in global cross trades is negligible, with hardly any freight and
other receivables.”

The imperative for more ships under the national flag is not only relevant for India, but indeed
for at least two other members of the Quad, Australia and the US. The fourth Quad member Japan
is better placed, but it depends on foreign flag vessels for 80% of its trade which could be a security
vulnerability in times of crises. Thus, the four “maritime democracies” share issues of reduced
maritime competitiveness. This would be examined in the next issue brief that studies maritime
security cooperation.

Another few lines from the report bear excerpting here to best indicate the need to grow Indian tonnage:
“India should have a healthy Indian merchant marine fleet and policies that will promote growth of
Indian tonnage by adding more ships to the Indian flag fleet which would further the economic and
environment interests of India. This will also have the positive outcome of helping the government of
India achieve its binding green commitments as agreed at the COP. There is a need for a focused and
dedicated shipping policy that would work towards making Indian shipping competitive vis-a-vis a
foreign shipping company operating on the Indian coast and provide them with a level playing field
vis-a-vis other foreign shipping companies on international trades."+

The table below from the report is for ships above 10,000DWT that are “India-controlled.” It is not a large
number, and as the table shows, it is also an ageing fleet. That this number exists is also because the
largest numbers are with the Shipping Corporation of India (SCl) which is government-owned with the
benefit of the right of first refusal (ROFR); cabotage benefits; and also because an overseas subsidiary
company would have been taxed in India. The report also does note, however, that despite 100% FDI being
permitted, some tax benefits and ROFR for Indian cargoes and the ability to participate in coastal trade,
there is no “appreciable increase” in Indian bottoms. SCI privatisation, as envisioned by the government
a few years ago may not happen in the near future because there may not be buyers for a company with
a bloated and unionised workforce and ageing fleet.**

42 MAKY 2047, 347
43 Maritime Gateway, “SCI privatisation plans collapse,” August 06, 2024, https://www.maritimegateway.com/sci-privatisation-plans-cap-
size/
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Rank Owner Group Total Ships  Total DWT Avg Size DWT Age
1 Shipping corporation of India 133 53,58,159 40,592 18.34
2 Great Eastern Shipping 65 37,39,285 57,527 12.28
3 Seven Island Shipping 20 11,55,250 57,762 18.17
4 Adani Group 60 9,92,235 20,671 10.95
5 Tolani Group 14 7,99,001 57,071 15.81
6 Apeejay Shipping 5,94,569 66,063 16.77
7 Sanmar Group 5,56,489 61,832 20.27
8 Pallonji & Co. 22 5,39,404 24,518 11.64
9 Reliance Industries 32 3,65,593 11,793 19.31

10 Essar 28 2,34,214 8,364 2261

Table 8. India-controlled tonnage of vessels larger than 10,000DWT. (Source: MAKV 2047, 349.)

The Indian Government recognises the need for more vessels that fly the Indian flag and are manned
primarily by Indian crews. However, it is the system of higher taxes and financing costs that are the
primary challenges. Financial costs are not only about the cost of servicing loans and higher interest, but
also about mandated employment, training obligations that are factors. MAKV 2047 (p354) details several
angles that deliver two simultaneous disadvantages that we need not go into.** As unambiguously
mentioned in the report, “There is therefore no incentive for any foreign shipping company to flag in
India. This has led to almost 93.47% of India’s EXIM cargo to be carried on foreign flag vessels as on FY20.
It is estimated that an amount of USD 52 billion is remitted from India to foreign shipping companies
towards freight for this. Diversion of this freight to Indian companies will lead to a massive plough back
into the Indian economy.” Not merely good business sense, but even national interest points out that

this proportion could be—and should be—reduced significantly.

Table 9. Comparative analysis of advantage to foreign flag shipping for Indian trade.(Source: MAKV 2047,

Operating parameters for a Indian flag ship Foreign flag ship Competitive
coastal voyage advantage rests
with
Safe manning rules prescribe Tankers - 19 Tankers -16 Foreign flag ship
the number of seamen to be Bulkers - 19 Bulkers - 14
mandatorily employed on a Containers - 19 Containers - 13
vessel
OSVs & PSVs awaiting Indian ships with Indian crew Not applicable since only N.A.
employment in EEZ pending need to take clearance of India | Indian flag OSVs operate in
clearance by Indian Navy Navy to operate vessels in EEZ
India
Seafarers’ taxation Indian seafarers working on No tax on wages earned even | Foreign flag ship
Indian flag ships have to pay for Indians working on foreign
tax on wage, so costs on flag ships on the coast
account of seafarers go up by
~30%
Direct tax High rate of tax on income OR | Lower rate of tonnage tax and | Foreign flag ship
Tonnage tax + training no training obligation
obligation. Annual training cost
of each cadet - Rs. 30 Lakh
IGST on import of ships 5% on value of ship Does not apply Foreign flag ship
Inability to offset input GST on | 5% of the value of the goods Does not apply Foreign flag ship
procured goods (bunkers, stores, spares) gets
blocked
Uncertainty of operations due First Entry of Indian ships Does not apply Foreign flag ship
to varying Customs requires B/Entry to be filed.
procedures Entire process takes as many
as 4-5 days while ships remain
unemployed awaiting
clearance from Customs. This
is a huge cost on the
shipowner.
GST on MRO services 5% on cost of dry dock/ship Foreign flag ship doing Foreign flag ship

procured abroad on a reverse
charge basis

repair

repairs in India doesn't pay. If
they repair outside India no
GST applies

44

See pages 347-364 of MAKV 2047.

356.)
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This table sums up the large band of types of ships, of goods carried, taxation, MRO, etc. where in effect
a foreign flagged vessel, under foreign or even Indian ownership is at an advantage. The introduction
of newer regulations permitting foreign-flagged vessels to bid for and carry coastal domestic cargoes
has also had an impact on reducing the share of Indian bottoms in even such hitherto more protected
trade. There are two ways of looking at this. On the one hand, this is a move geared to more economic
liberalisation and greater openness of approach in business. It creates the resources for transporting the
increasing commerce where Indian flag vessel growth is difficult. A faster response cycle by owners of
ships flagged elsewhere answers the transportation needs. On the other hand, this reduces the potential
earning capacity of Indian companies that could have come by increasing the numbers, types and routes
of Indian flagged vessels with the concomitant benefits to India itself that have been mentioned earlier.
This analyst feels that the key lies in reducing archaic regulations, speeding up processes and providing
greater opportunities for Indian businesses while increasing overall EXIM figures for goods traded via
domestic as well as internal sea routes. The graphic below shows the drop in the share of Indian-flagged
container traffic as a consequence of the three “General Orders” promulgated in mid-2018 that covered
containers, fertilisers, and agriculture, fisheries trade, etc.

YoY Container tonnage growth %

41.95
25.9 /
\ 1412 — 19.9
: 11.73
0 b 1.45
CY 2015 CY 2016 CY 2017 CY 2018 CY 2019 CY 2020 CY 2021

Fig. 10. lllustration of reduction in Indian flagged container traffic after General Order 1,2 and 3 were
promulgated in 2018, reducing restrictions on foreign flagged ships. (Source: MAKV 2047, 355)

Global Ship Management Presence

Ship Management (also called third-party ship management at times) developed in the 1960s and 1970s
arguably by a company called Wallem but actually grew when a certain Captain A J Vanderperre formed
his own company, UNIVAN (an acronym for United Vanderpeere) in 1973.%° Since then, this has become
the primary mode for managing ships, rather than earlier times when shipping lines managed all, or
nearly all issues about their ships with the involvement of service and maintenance providers as needed.
India became a place for quite a few large companies to open offices. According to Lloyd's information,
companies operating partially from India now manage around 15% of the global fleet. This contributes a
bit indirectly to some part of maritime competitiveness and is a source of revenue as well. The illustration
below is a useful summary:

Global Ship Management Market Scale & Scope

Global Ship Management eslimated to be around Forecast 2023-2031
15% of Global Fleet

: Estimated to grow at a

; CAGR of

* 7% to 9%

- ! I Size by revenue
ol = H H From USD 2.6B in

Estimated to reach

Top 10 Ship Management Groups 2023 USD4.2Bnto 5.8 Bn
by 2031

Fig. 11. Share of top 10 India-based companies in ship management. (Source: OSM Thome compilation
based on Lloyd’s List data. See footnote 5)

45 The Pioneer of Ship management, UNIVAN company website, https://web.archive.org/web/20120320203616/http://www.univan.com/com-
pany_message.htm
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The total number of ships managed by these top 10 companies in India amounts to almost 6200, which
is not insignificant. With smaller players included, it may probably be over 7000 ships.

Government and Consultants’ Recommendations for Enhancing Indian Flag Tonnage

Efforts are underway that would be a mix of liberalisation in some areas and increasing preferential
treatment for Indian ownership with a view to improve India's overall shipping competitiveness. The
target set in MAKYV 2047 for growth in terms of ranking is for Indian flag tonnage to improve from 22nd
rank in 2021 to within 10th in 2030 and within 5th by 2047. These are ambitious targets and moving up
to 10th position in the next five years (this report is being written in end 2024) would require several
initiatives explained in the referred report to be put in place domestically and with an international
geopolitical, geo-economic and maritime-economic environment that helps such growth. Because of
such growth in Indian flag tonnage, the target envisaged for employment of Indians as seafarers in such
expanded tonnage moves from 65,000 in 2021 to about 1,75,000 by 2047.4¢

Further recommendations for growth in Indian flag tonnage include:

» Rescinding of the three General Orders from 2018 to discourage foreign flags from operating on
coastal routes in India with these cargoes in each category. It recommends that, “Any foreign flag
ship employed by an Indian charterer for more than 6 months to flag in India.” (362).

» Enhance possibility for increased investments in ship leasing companies by altering some
provisions of the Alternate Investment Fund (AIF). MAKV 2047 also recommends permissions for
mutual and pension funds to invest in domestic AlFs.

» Create improvements in rules governing insurance of ships and cargoes in domestic trade so that
leasing becomes easier.

» Consider giving ships “infrastructure status” and align it with such clauses of the International
Financial Services Act (IFSC)- India 2019. This could allow longer-term funding plans since vessels
are used for two decades or more. This would require the Reserve Bank of India (RBI) to give
notice. (p. 360).

PWC Report on Marine Financing, etc.

In taking the opportunities and difficulties of financing better maritime competitiveness, The PWC
report highlights “Gujarat International Finance Tec-City (GIFT City), as India’s first International Financial
Services Centre (IFSC), is a key enabler and catalyst for realising this vision.”#” (Incidentally, GIFT City is
also the location for the campuses of Wollongong and Deakin Universities, the first overseas universities
to open a campus in India. Part of the reason is the easier financial regulations, tax structures, etc., that
underline GIFT City’s utility.) Chapter 8 of the report looks at the ‘Framework for ship leasing’ in GIFT IFSC
which mentions the interactive facilitation the Gujarat Maritime Board, the Gujarat Maritime Cluster and
the Gujarat Maritime University provide across a range of activities needed for bolstering several aspects
of maritime growth.

To promote shipbuilding and more Indian tonnage, ship leasing structures are being put in place with
“the operator placing the order with a yard and paying the initial deposit. The operator then novates the
new building contract to a special-purpose vehicle (SPV), where other lenders participate and achieve
financial closure. The ship, now owned by the SPV, is leased back to the operator on agreed terms to
give the desired return to SPV shareholders after servicing any debt component.”#® This will help grow
the numbers as well as types of ships built including for coastal and overseas trade as well as smaller
purpose-built special vessels. The other growth possibility via IFSC could be in increasing new build
green shipping and assisting with updates to older vessels by taking advantage of GIFT and IFSC's
global linkages for expertise, financing and technical solutions and the establishing of a carbon credit
exchange “specifically tailored for the maritime sector within the IFSC at GIFT City..."*° For India this does
create possibilities, but it remains to be seen how much might come to fruition in the next few years.

46 MAKY 2047, 364.

47 Manish Sharma, “Strengthening India’s maritime sector: The role of GIFT IFSC,” February 2024, PWC Report, https://www.pwc.in/assets/
pdfs/strengthening-indias-maritime-sector-the-role-of-gift-ifsc.pdf

48 Ibid, 19.

49 Ibid, 20.
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India’s Light Footprint in Global Marine Insurance

MAKY 2047 rightly mentions that “...insurance play[s] [a] crucial role in facilitation of maritime trade by
providing security against losses and damages to the maritime property.”>* Protection and Indemnity,
better known as P&l insurance is at the core of marine insurance and still is centred around western
companies some of them well over a hundred years old. Shipping companies form “P&l Clubs” that ‘work
on mutual, not-for-profit basis (mutuality) and are owned and controlled by the shipowners. Currently,
there are thirteen P&I Clubs of the world’'s ocean-going fleet (by tonnage), which are coordinated by the
International Group of P&l Clubs.”

Marine insurance is a fairly large business which was valued at USD 30.2 ($46.3) billion in 2023 and
growing annually at 4% and estimated to be USD 44.4 ($68.1) billion by 2032. The table below shows the
shares of different areas for insurance and projections upto 2032 (estimated to be USD 44.4 billion.)>?

Global Marine Insurance Market Size, By Coverage, 2022 - 2032, (USD Billion)
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Fig. 12. Global Maine Insurance by Categories of Coverage, 2022-2032.(Source: see Note 52.)

Within the above environment for insurance and projections, the Asia-Pacific is a growing market. In
2023, the region accounted for 28% of the insurance market due to increasing trade and numbers of
ships moving about, with China and SE Asia contributing to this growth to a greater extent than say,
India.53 The same report contends that the US and Europe, especially the UK, are primary players with
13% of the insurance market and in ship financing services as well. Major players are: Allianz SE; American
International Group, Inc. (AIG); AXA XL; Chubb Ltd; Lloyd's of London; Munich Re; Swiss Re; The Travelers
Companies, Inc.; Tokio Marine Holdings; Inc.; Zurich Insurance Group. Indian companies have only a
marginal presence and some are allied to larger western companies. Among the top five, arguably,
are Oriental Insurance; Pazago; The New India Assurance Co.; Tata AIG; IFFCO Tokio.54 There are two
primary drivers for India to increase the role for indigenous insurance companies without prejudice to
their international partnerships, because marine insurance, like trade is globalised in a fundamental
sense. The first is that it is a revenue stream like any other. The second is that it caters for better solutions
for coastal trade and coastal shipping plus for Indian- owned and/or Indian flagged shipping. The third,
quite critical, is that in times of high risk, like war-risk, for instance, denial of insurance support may
impact trade in a physical sense without goods being loaded and sailing to or from Indian ports. This
has been seen in very recent times in the case of the Black sea conflict between Russia and Ukraine
following the former’s invasion of the latter in February 2022; in the case of restrictions placed on Russia
to export crude oil; and in the case of Houthi attacks that have so significantly impacted global trade
routeing through the Red Sea and the Suez Canal.55 Or, if economic pressures or sanctions are applied
to some other country with whom India trades, such alternative measures are sometimes useful. Of
course, it is important to keep in mind that insurance companies of any description should be above
board and have good, transparent, business practices for them to acquire heft and be able to grow.

50 MAKYV, 197.

51 Petersson, et al (Ed), Shipping and Globalization, 54-56.

52 Marine Insurance Market Size, Report ID: GMU1-164, July 2024, Global Market Insights, https://www.gminsights.com/industry-analysis/
marine-insurance-marke.

53 Ibid.

54 Pazago.com, “Top 5 Marine insurance Policy Providers in India,” April 12, 2024, https://blog.pazago.com/post/marine-insurance-policy-pro-
viders

55 Economist Intelligence Unit, “War risks raise marine insurance premiums,” January 12, 2024, https://www.eiu.com/n/war-risks-raise-ma-

rine-insurance-premiums/
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India’s Contribution as a Major Source of Seafarers

While India may not rank as high as necessary on maritime competitiveness in terms of ports, ships and
share of global trade—in short, it is not as much of a seafaring nation it needs to be-- it does provide a
very large proportion of international seafarers. According to the BIMCO 2021 report, globally there are
around 1,892,720 seafarers; 857,540 are officers; 1,035,180 are ratings. The demand for officers is expected
to be greater than an increasing supply and India has good prospects of being a major contributor to
this category.56 Just as happened in ship building, national flag ship-ownership or in ship management,
shifts in manning have also been seen. From a time when Britain was dominant in all these areas, there
was a shift toward to Americans during and for a few years after WWII, then to Europeans, then to East
Europeans, then more recently the great shift in manning has been to Asia.

The graph below from Drewry Maritime Research shows global seafarer numbers from 2017- 2023.
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Fig. 13. World Seafarer Numbers: 2017-2023
(Source: Drewry Maritime Research, 2023/24 Manning Annual Review and Forecast, 5)°7

The changes in seafarer supply are shown below:

Figure 24 Changes in seafarer supply, 2013-2023
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Fig. 14. Changes in Seafarer Supply, 2013-2023 (Source: Drewry Maritime Research, 2023/24 Manning
Annual Review and Forecast, 20)

56 “Shipping and World Trade: Global Supply and Demand for Seafarers,” International Chamber of Shipping, (undated), https:/Awww.
ics-shipping.org/shipping-fact/shipping-and-world-trade-global-supply-and-demand-for-eafarers/#:~:text=The%20worldwide%20population%20
of%20seafarers,officers%20and%201%2C035%2C180%20are%20ratings.&text=While%20the%20global%20supply%200f,be%20outpaced%20by%20
increasing%20demand.

57 This author thanks Captain Naveen Singhal, a retired master mariner and consultant in India, for sharing this report.
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The next graph shows the significant and steady increase in numbers with a slight dip in 2021 due to the
impact of Covid-19.
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Fig. 15: Number of Indian Seafarers employed from 2070 to 2022, (Source: Statista, Transport & Logistics,
https./www.statista.com/statistics/1189238/india-number-of-seafarers-employed,

This data includes only those employed on vessels in coastal and international trade, excluding local
vessels and those operating on inland waterways. More granular data available shows that Indian
seafarerscomprise anappreciably higher proportion of officersand senior levels of shipping management
globally, in comparison with other nationalities like Chinese and Filipinos who make up higher numbers
of ratings. For instance, if the two graphs for officers and ratings are seen below, in 2017 there were 62016
officers (deck and technical) and 82734 ratings of all categories (including saloon) for a total of 153349 as
seen in Fig. 1.
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Fig. 16. Officers and Ratings 2010-2017. (Source: DG Shipping, Statistics, Indian Seafarers Statistics 2010-
2017, https./www.dgshipping.gov.in/WriteReadData/UserFiles/file/Statistics _Indian%20Seafarers%20-%20
2010%20t0%202017.pdf
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India provides about 7-9.5% of global seafarers, which is not very high compared to India’s population,
low domestic employment growth and overall low per capita income. As per the Directorate General of
Shipping data for 2023-24, the number of seafarers is 285,454. Officers numbered 105,626 and ratings
were 179,828 which is a noticeable growth. The reason for growth is partially due to the private sectors
being permitted for pre-sea training and for higher qualifications. Apart from better than average
comfort with English, Indian seafarers are also younger and therefore more employable. According to
The Economic Times, the difficulty for Indians to get visas to travel to various countries to join ships or
to get home is an impediment to their employability by foreign companies. There is a call for the Indian
Government to do more to have the Seaman Identity Document to be considered sufficient, instead
of a regular visa.*® Further, better training and global certification (part of MIV 2030 and MAKYV 2047)
would help young men and women fresh from institutes being hired instead of the quest of many
employers to hire more experienced sailors. (It may be mentioned here that induction of women as
seafarers is a high priority for Indian authorities as it seems to be in India. The challenge is that it is a
harder environment than the aviation sector in both countries.) India’'s potential for job prospects and
contribution in terms of international impact in shipping may not be principally different from that for
the global IT sector where India’s noticeable—and growing-- presence ranges from global CEOs of Mega
corporations to start-up leaders, to mid-level and the figurative equivalents in huge numbers globally but
mainly in India of “ratings” in the merchant marine. On India’s part, apart from good training and high
retention, it would also be necessary to prevent unscrupulous employment agents that create misery
and a disadvantageous image of India within the whole process. Having a sizeable pool of competent,
trained and motivated seafarers in all grades and for a wide range of ships has favourable consequences
as arule, but especially in times of national crises and conflicts when the need to continue to trade under
difficult circumstances for vital cargoes is higher. This aspect will be examined further in subsequent
research.
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Fig. 17. Number of submissions in IMO since 2010 (Source: MAKV 2047, 253-54)

Needed: A Deeper Indian Footprint in IMO

As the premier regulatory organisation for “safety and security of shipping and the prevention of marine
pollution by ships” as given in its preamble, participation in the IMO at all levels is a means of having a
voice in it. India falls short in a few ways. One parameter is the very occasional leadership role by India
in the different committees and sub-committees. Since the assembly of all members meets only once
every two years, the work done by the committees sets the agenda.59 The second parameter is the
numbers and types of submissions made by member countries. For instance, in two committees, the

58 S.V. Anchan, “Is India losing focus on International Shipping Industry?” The Economic Times, August 12, 2024, https://economictimes.
indiatimes.com/industry/transportation/shipping-/-transport/is-india-losing-focus-on-international-shipping-industry/articleshow/112465147.cms?-
from=mdr

59 MAKY 2047, 249-254.
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Maritime Safety Committee (MSC) and the Marine Environment Protection Committee (MEPC), India has
submitted 86 items in the last seven years, which places it at 2Ist rank. In comparison, China had 482
submissions; Japan 432; Norway, 306.60 Some submissions, according to the report, may be trivial, and
waste IMO's efforts even in rejecting them, so sheer numbers of submissions may not necessarily matter.
However, sensible submissions give visibility and influence indirectly. The graph below shows nations
and their submission profiles. It may be seen that Australia is positioned just after India:

Sadly, India has not positioned a permanent representative in IMO Headquarters in London in 25 years
and unlike some other nations that discuss and submit combined proposals, 51% of India’s submissions
have been solo.61 This attempt at being “non-aligned” in a manner of speaking, is hardly helpful. There
are several suggestions to improve India's role in the IMO by building expertise within India, doing
the “homework” on proposals and thereafter actively canvassing for approvals at IMO HQ by building
consensus where required. Further, India would need to improve its own compliance with shipping
safety and pollution measures and build them to global standards to enable it being seen as more than
a marginal player and one whose own standards meet global benchmarks in every way.

Australian Maritime Competitiveness

The extract from the Strategic Fleet Task Force: Final Report that forms the first epigraph to this Issue
Brief remains a good start point to consider Australia’s overall maritime competitiveness after India’s
having been considered in the preceding pages. In a fundamental way, it seems that both countries
share similar achievements but also have similar problems albeit at times at a different scale,
and that both need to move up levels in maritime competitiveness. The report rightly states “that
several key measures related to international competitiveness require improvement to be genuinely
internationally competitive and drive the business of ship ownership to Australia."62 Of course, the
report is more sharply focused on what is called growth in the “strategic fleet” of merchant ships that
Australia would have some control over in times of crises and in conflict.

The larger strategic context of Australia as a maritime nation is principally like India’s, but in Australia’s
case continental imperatives of national strategy inescapable for India do not exist in any comparable
manner. “The role of the seq,” as pointed out by Chris Rahman, “in shaping Australia’s geostrategic
circumstances is inescapable, and permanent...Australia remains heavily trade dependent, most of
which, whether by volume, value or strategic importance, is carried by sea, while all our international
electronic commerce relies upon a small number of vulnerable fibre-optic submarine cables. And our
alliance arrangements are still maritime-centric...” is very real and significant.63 That trade—and all that
goes with it—is critical to Australia is flagged by Peter Jones in the same publication: “..Australia was,
and continues to be, dependant on sea trade for the maintenance of its society and for export earnings.
Today, Australia is the fifth largest user of shipping services in the world. Its maritime trade accounts
for over 99% Australia’s imports and exports by volume and over 79% by value."64 Despite the impact
on shipping through the Red Sea and decline in traffic through the Suez Canal due to the disruption
caused by the Houthis, or the ongoing conflict in Ukraine and in the Black Sea, overall global trade
has increased. As the recently released UNCTAD review with a focus on maritime choke points reports,
reports that maritime trade grew by a little over 2% (in Tons) even while goods of many descriptions
transited longer distances (Ton-miles) at a higher rate of above 4%.65 Trade volumes had contracted
in 2022 with combinations of the after-effects of the covid slowdown; China's slowing demand; and of
the Russian invasion of Ukraine which included reduction of Russian trade as well. Likewise, the Report
remains optimistic in its forecast of growth in seaborne from 2024-2029 to be between 2to 2.5 %. As seen
earlier, this growing trade would require more ships; greater need for “greener” ships and more efficient
ports for India as well as Australia. The latest data for ships ownership as percentage of global share for
the top 35 countries puts Australia at 34th rank with 0.5% ownership by commercial value (India at 21st
is 1.2%); and by flag of registration, Australia is at 30th with 0.5% again (and India a little higher at 27th
position with 0.6%).

60 Ibid, 254.

61 Ibid, 255-56.

62 Commonwealth of Australia, Nov 2023/ INFRASTRUCTURE 6080, “Strategic Fleet Task Force: Final Report,” 2.

63 Justin Jones (Ed), Australian Maritime Strategic Thought 2013-2023, Sea Power Centre- Australia, ACT, 2023. See, Chapter by Dr Chris

Rahman in Part Il: Reflections, entitled, “Forever Inescapable: The Maritime Context of Australia’s Quest for Viable Strategy, 51.”
64 Ibid, 9.
65 Review of Maritime Transport 2024: Navigating maritime chokepoints, UNCTAD/RMT/2024, 3.
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World fleet ranked by commercial value, as of 1 January 2024

Percentage Percentage
Country or territory of share of total share of total
ownership value Flag of Registration value
1 Greece 18 1 Panama 128
2 China e 2 Liberia 126
3 Japan 0.7 3 Marshall lslands 119
4 United States .7 4 Bahamas 72
5 Singapore 54 5 Singapore 6.2
& MNorway 45 & China 6.1
7 United Kingdom 41 7 Malia 6.0
& Hong Kong, China 30 & Hong Kong, China 6.0
9 Republic of Korea 35 9 Greece 21
10 Germany 32 10 Japan 18
11 Switzerland 23 i porwetianlnemaionalShe 47
12 Bermuda 22 12  Haly 15
13 Taiwan Province of China 20 13 Cyprus 13
14 Kingdom of the Netherlands 18 U o S oasl feser 4
15 Demmark 17 i5 Rm'“'m'“““ﬂ“,!‘lﬂhﬁ?“r_"ﬂ 12
16 United Arab Emirates 1.7 16 Bermuda 11
17 Haly 16 17 Indonesia 11
18 Brazil 14 18 United States 1.0
19 Turkiye 14 19 United Kingdom 0.9
20 Russian Federation 1.2 20 Russian Federation 0o
21 India 1.2 21 Kingdom of the Netherands 0o
22 France 1.1 22 Republic of Korea 0.8
23 Indonesia 1.1 23 France 0.8
24 Monaco 09 24 lsle of Man 0.8
25 Cyprus 09 25  Norway 0.7
26 Malaysia 0.8 26 Malaysia 0.6
27 Belgium 0B 27 India 06
28 Nigeria 0.8 28 Brazil 0.6
29 Saudi Arabia 0.5 20 Nigeria 0E
30 Canada 0.5 30 Australia 05
31 Viet Nam 05 31 Viet Nam 04
32 Qatar 0.5 32 Turkiye 0.4
33 Sweden 0.5 33 Germany 0.4
34 Australia 0.5 34 Saudi Arabia 0.3
35 Angola 04 35 Antigua and Barbuda 0.3
Top 35 countries or territories W7 Top 35 flags 932
Rest of the World 53 Rest of the World 6.8
Total 100.0 Total 100.0

Sourca: UNCTAD cakculations, based on data provided by Clarksons Research Servicas.
Nate: Viessols of 1,000 gross tons and abowve.

Table 10. World fleet Ranking for top 35 countries by commercial value. (Source: UNCTAD MTR 2024, *2.)

The Table below shows the size of the “Australian trading Fleet” from 2001-2022.%¢

66 Australian infrastructure and transport statistics Yearbook 2023, Government of Australia, BITRE, Dec 2023, 213https://www.bitre.gov.au/
publications/2023/australian-infrastructure-and-transport-statistics-yearbook-2023,
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Table 9.8a  Summary of the Australian trading fleet — number of vessels

Financial Vessel capacity Total Australian Flag
year Maijor trading fleet Other (minor) trading fleet Total Australian Total Overseas
{greater than 2000 trading ships registered registered

dwt) (greater than 150
gross registered

tonnage and less

than or equal

to 2000 dwt)

200102 94 23 117 62 55
2002-03 93 25 118 58 60
200304 89 26 115 60 55
2004-05 86 21 107 58 49
2005-06 82 23 105 59 46
2006-07 86 24 110 59 51
2007-08 91 20 111 55 56
2008-09 89 22 111 56 55
2009-10 94 27 121 57 64
201011 94 36 130 65 65
201112 86 42 128 65 63
2012-13 85 45 130 67 63
2013-14 85 49 134 70 64
2014-15 89 49 138 69 €9
2015-16 88 53 141 73 €8
2016-17 98 50 148 70 78
2017-18 109 50 159 71 a8
2018-19 99 49 148 66 82
2019-20 97 42 139 63 76
202021 99 41 140 56 84
2021-22 92 36 128 55 73
Note: Historical vessel list data are reviewed by BITRE each year as new information becomes available.

This sometimes results in revisions to historical data.
Source:  BITRE forthcoming, Australian Sea Freight 2022-23

Table 11. Australian Trading Fleet 2000-2022 (Source: Australian infrastructure and transport statistics
Yearbook 2023)

Evidently, the trading fleet numbers have remained nearly the same; the total fleet was 117 vessels in
2001-02 and not much larger in 2021-22 at 128 ships. Of this, less than half fly the Australian flag. Compare
this with the situation in 1900 as shown in Table 5. In 1900, Britain and Ireland had 27,663 sail and steam
tons while British Australia ranked in the middle with 1006 tons, below Sweden but above Russia and
Greece. For those times, both for Britain and Australia, steam was a much higher proportion than sail.
An excerpt from the Australian Naval Institute (ANI) and Naval Studies Group UNSW (Canberra) report,
Protecting Australian Maritime Trade 2022, puts it well: “In recent decades the Australian shipping
register has been decimated. Today there is a very low level of ship ownership and/or national flagged
merchant shipping. There are just a dozen ships useful for international trade and none of them are
LPG, fuel, heavy lift or container ships. This decline in the Australian flagged fleet has been largely
the result of uncoordinated Government policy settings in areas of shipping regulation, taxation,
superannuation. Of note other high wage nations such as the Nordic countries have shown that through
policy settings an appropriately sized Fleet can be fostered. Even Switzerland has a larger merchant
fleet than Australia."67

It would also be useful to show some salient features of Australian maritime trade from the same study,
above to give a context to the similarity of issues for India and Australia.

67 ANI & NSG/ UNSW, Canberra, 2022, Protecting Australian Maritime Trade 2022, 12.
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Australian Maritime Trade: Facts & Figures

e Australia is the 5th largest user of shipping services in the world.

* Maritime trade accounts for over 99% Australia’s imports & exports by volume &
over 79% by value.

« Australia carries less than 0.6% of its foreign trade in Australian-flagged ships.

* In 2017-19 Australia’s seagoing international imports & exports was over $600
billion.

« |n2016-17 5,879 ships made 32,801 port calls at Australian ports.

« |n 2016-17 Australia imported 5950 different products with a combined value of
A$272 billion. These imports came from over 200 sources, although the majority by
value were from China, the US, Japan, Thailand & Germany.

* |n 2021 exports by sea were 935 million tonnes & imports were 80 million tonnes.

* In 2021 26,400 ship arrivals by 6,170 unique foreign flagged ships. Of these 1,100
were crude or product tankers, 69% bulk carriers and 5% each container ships and
tankers. The main imports by value are motor vehicles & parts; electrical, optical &
other specialised equipment; fuel; pharmaceuticals; & chemicals.

e Australian container trade is only 1% of the global traffic & is on a hub & spoke
model (the hub is Singapore).

* Qver 70 Australian ports engaged in foreign trade of which 30 are responsible for
90% of vessel trade & traffic. 10 Australian ports accounted for 88% of seaborne
export cargo.

Text Box 1

\

Fig.18. Australian maritime trade facts and figures. (Source: see Note 65))
The table below is the representation of the Australian Fleet in DWT:

Table 9.8b  Summary of the Australian trading fleet — deadweight (tonnes)

Financial Vessel capacity Flag
year Major trading fleet Other (minor) trading Total Australian Total Australian Total Overseas
(greater than 2000 ships (greater than trading fleet registered registered

dwt) 150 gross registered
tonnage and less
than or equal to 2000

dwt)
2001-02 3473723 12 811 3486534 1734477 1752 057
2002-03 3457 486 14 622 3472 108 1580392 1891716
2003-04 3731527 15212 3746739 1607 609 2139130
2004-05 3302358 12917 3315275 1464 396 1850 879
2005-06 3026 081 14576 3040 657 1370386 1670 271
2006-07 3308 506 15 646 3324152 1373446 1950 706
2007-08 3 560 906 15515 3576421 1235915 2 340 506
2008-09 3343 806 13 246 3357052 1164 046 2 193 006
2009-10 3795476 19 750 3815226 1241264 2573962
2010-11 3572276 25624 3597 900 1055 472 2542 428
2011-12 3531359 32015 3563374 907 568 2 655 806
2012-13 4436384 33416 4474800 666 437 3808 363
2013-14 4546 472 41152 4587624 560 789 4026835
2014-15 5078 683 43773 5122 456 549 466 4572990
2015-16 5611 058 46 406 5657 464 513 105 5144 359
2016-17 6807 932 42364 6850 296 532 065 6318 231
2017-18 7392230 42833 7 435063 501 758 6933305
2018-19 6624 520 42 600 6667 120 434 664 6232 456
2019-20 6 601 064 36638 6637 702 452 704 6184 998
2020-21 7 136 366 35579 7171945 434330 6737 565
2021-22 6 644 295 31430 6 675725 433584 6242 141

Source:  BITRE forthcoming, Australian Sea Freight 2022-23

Table 12. Australian Trading Fleet 2000-2022 in DWT. (Source: Australian infrastructure and transport
statistics Yearbook 2023)

Australia did not figure in the 2023 UNCTAD Report for the top 35 countries in terms of DWT. In
comparison, India also ranked low (See Table 3) at 19th. India’s vessel numbers are much higher at nearly
1900 registered, and a DWT that is about three times Australia’s 6.2 million DWT. Australia’'s average
size of flagged ships is 7883DWT and for nationally owned but foreign registered is 85,500 DWT. Major
conseguences of these low numbers are recognised well in Australia but there seems to be little change
in increasing the numbers due to a slew of factors. The Australian Shipping Report 2021, flags two major
points right at the beginning:
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“l. The Australian shipping and maritime industries must be viewed as a vital component of
national transport infrastructure, integrated with the functionality, productivity and efficiency of
other industries such as manufacturing, agriculture/aquaculture, resources, energy and tourism.

2. Ten per cent of the world's sea trade passes through Australian ports and Australia relies on sea
transport for 99 per cent of its international trade (by volume).1 In 2016-17, the value of Australia’'s
exports by sea was $252.1 billion and it imports by sea, $193.1 billion. This involved 28,584 ship
arrivals by 5,981 individual foreign-flagged ships in 2019."¢8

Are Australia’s Problems like India’s?

The Shipping Report as well as in other studies, Australian laments are not unlike India's examined
earlier. It highlights the consequences of high dependence on foreign ships and crews on supply chain
resilience and on national security. “It undermines the maritime skills base of an island nation so
dependent on sea transportation and a highly skilled maritime workforce for the many marine and
logistics services that support sea transportation, so necessary for the nation’s economic welfare. It
diminishes our Defence and Naval capability, maritime security and emergencyresponse provision.”s
That Indian and Australian laments are similar is not surprising. The low maritime competitiveness is
essentially of our own making, partly driven by conservative policies (in India, especially); by financially
rather than strategically influenced industrial policies enabling more agile countries to do things that
enabled the shifts in efficient ports, more manufacturing, the shift of shipbuilding from the west to
the east; from increased reliance on flags of convenience. This competitiveness seems lower when
compared to Japan until about 15 years back; to South Korea and now, very much so compared to China
even as both our countries have traded much more in value terms year on year. The answers to these
laments lie essentially in New Delhi and Canberra. The issues and recommendations explained in the
ACTU Shipping Report; the Strategic Feet Task Force Report and the ANI/ NSG(UNSW) report and the
Parliamentary report on flags of convenience are as follows:

> Due to flaws in the Coastal Trading Act 2012, the ACTU report feels that “foreign shipping
cartels protected by Part X of the Competition and Consumer Act 2010 are price gouging..."”°
Paragraph 33 looks at issues, among others: reforms of the maritime cabotage regulations; the
establishment of an industry body to supervise licensing of ships in coastal trade; issue of licenses
to a ship instead of for a voyage; overhaul licensing rules; establishing a “strategic fleet including
a supportive industry policy package to assist participating shipowners/ operators/ charterers.””

» The Strategic Fleet Task Force Report feels that the much higher crew costs, regulatory issues,
seafarers’ angles like taxation, ship registration procedures are some of the more important
challenges. It also cautions that the expectation that in times short of war, the power to
requisition is a given. It adds that, “The Commonwealth does not have powers to requisition
vessels beyond powers enlivened under the Defence Act in declared times of war."”? Instead, the
task force prefers a combined legislative, government ownership and contractual model when
required including for disaster response.”

» Furtherinthereport,the Task Force hasrecommended astrategicfleet of 12shipsthatisreasonably
commercially viable for coastal trade with a mix of smaller container ships with integral cranes;
multipurpose vessels (MPV); smaller RO-RO/RO-LO ships; tankers for fuel and chemical products;
dry and break-bulk vessels. These ships could be registered under the Australian General Ship
Register (AGSR) instead of the AISR (i.e. International) which was established in 2012, not very
long back. It was an enabler of mixed crewing; lesser taxation. However, the measure does not
seem to have incentivised more registrations, and the numbers have generally hovered between
65- 80-plus. The Task Force has made some suggestions for changes to the AGSR to enable such
a fleet, but there are union and similar hurdles to be solved. (Adequately covered in the same
report).

> It adds that migration, taxation, and customs regulations are such that external players can
have a more than level playing field for themselves. The Australian Government's intervention,
according to the Task Force report, has not really worked (pages 24-25). The Australian National
Line (ANL) was “owned, operated and subsidised” by it from 1940-1990 before the foreign mega-
corporation CMA-CGM bought it completely in 1998.

» Likewise, the Coastal Trading Act (2012) replaced the century old Navigation Act (1912) enabling
greater—and easier—participation by foreign shippers in the important coastal trade. Issues
of taxation, salaries and easier temporary licensing have made using their services far more
convenient for domestic business needs, exacerbating the decline of Australian national
imperatives during more challenging times.

68 Australian Council of Trade Unions, ACTU, “Australian Shipping,” https://www.actu.org.au/wp-content/uploads/2023/07/australian-ship-
ping-2021.pdf. Emphasis added.

69 ANI/ NSG UNSW Report. Emphasis added.

70 Ibid. 2.

71 Ibid

72 Strategic Fleet Report, 8; explained further in the report, 48-49.

73 Ibid, 8.
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» The logistics support in terms of more captive regulations and commercial unattractiveness
of the Bass Strait hops to and from Tasmania is an exception. “The key feature of this trade is
that all six vessels benefit from the Government assistance program, the Tasmanian Freight
Equalisation Scheme and one operator (TT Line) benefits from the Bass Strait Passenger Vehicle
Equalisation Scheme. Combined, these industry assistance programs cost Government more
than $200 million per year” (p25).

> While the above problems are essentially like India’s, Australia’s manpower shortage at sea for
the skills required is noted by the Task Force. Among the reasons highlighted are the lack of
training institutions and lack of Australian flagged ships that might have preferred citizens. It
finds that, “There are growing concerns that the number of trainee seafarers entering the training
pipeline to achieve STCW (Standards of Training, Certification and Watchkeeping) qualifications
is insufficient and the Australian shipping industry is increasingly reliant on foreign seafarers,
particularly for engineer and deck officer roles."”* Other challenges include difficulties of retention
of trained mariners; the high cost of training for relatively low possibility of returns especially
in terms of service and easier options in other businesses and industries to the shrinking pool
of potential available to the limited pool of potential candidates. The strategic fleet's envisaged
requirement is around 500 skilled personnel and yet, it seems such an elusive target.

» Theaboveissuesdoseem like India'sin essence, even ifthere are differences of scale. In manpower,
training of seafarers, shipbuilding and port development, India is seemingly ahead, even though
maritime competitiveness in comparison to bigger players is very modest. Areas of possible
cooperation and even synergies between Australia and India would be examined later in
this project because they do seem to exist.

Shipbuilding in Australia? The Strategic Fleet Task Force Report is silent on the possibility of merchant
shipbuilding within Australia. It mentions certain yards that could be used subject to additional dry-docks
for maintaining the strategic fleet.”> Neither does the Australian Infrastructure and Transport Statistics
Yearbook 2023 say anything about infrastructure needed to build ships. The 2017 Parliamentary Report
on Flags of Convenience is also silent on shipbuilding. The Strategic fleet report consultants studied how
the US' Maritime Security Program, Swiss Merchant Navy, NATO's Maritime Sealift Program, the UK's
Royal Fleet Auxiliary and Singapore’s have built shipping capability. There is no indication in this report
or in others of anyone having studied how India approaches this problem and, why, within that
consideration, does India recognise the national-strategic and military- strategic/ operational need
to continue supporting ship construction as well as ship ownership even under circumstances where
the currently government-owned Shipping Corporation of India may be sold to private players.”®
Naval shipbuilding does receive a lot of focus in various documents and certainly, Australia continues to
build ships for its Navy. In India too, the Navy's focus on building some part of the fleet in India right from
the 1960s has developed into a significant capability and one that is being increasingly invested in. It has
not been without challenges, nor has it been as “indigenous” as desired, but nonetheless very useful
benefits have come about. It may be that Australian thinking is accepting of circumstances that there
is little point in pursuing indigenous merchant ship building and concentrating only on collaborative
and license-based naval construction. However, why not consider that both, although not mutually
dependent, could have mutually beneficial impacts as being considered in India.

Australia and ‘Flags of Convenience’. Having seen Indian issues about FOC shipping, the Australian
situation is not different. In a comprehensive Senate committee report of 2017, the laments for a declining
national register (or even a substantial Australian ownership of open registries elsewhere) are similar
to those in even later reports. One recommendation is “that the Australian Government undertake a
comprehensive whole-of-government review into the potential economic, security and environmental
risks presented by flag of convenience vessels and foreign crews.”” It also underscores that, “The
strongest argument for revitalising Australia’s coastal shipping industry is an economic one. A strong
domestic shipping industry can assist in the alleviation of land transport bottlenecks, infrastructure
constraints and environmental impacts, as well as provide economic benefits derived from the creation
of local employment and the growth of maritime services. Australian defence, maritime safety and
security could also benefit from an expanded coastal shipping sector.”’®

Across multiple chapters, the report highlights concerns about manpower quality, safety, fair wage
denial and security issues of FOC and other foreign ships and crews that call on Australian ports, of

74 Ibid, 59.

75 Ibid, 72, 78.

76 Anil Devli, “Building an India-owned merchant fleet,” Gateway House, December 26, 2019, https://www.gatewayhouse.in/india-owned-
merchant-fleet/. See also, Rajesh Soami, “India’s Endeavour to Reboot Shipping Industry: Rationale and Implications,” National Maritime Founda-
tion, March 12, 2019, https:/maritimeindia.org/indias-endeavour-to-reboot-shipping-industry-rationale-and-implications/

77 Senate Committee Report by the Rural and Regional Affairs and Transport References Committee, “Increasing use of so-called Flag of
Convenience shipping in Australia,” Commonwealth of Australia, July, 2017, Recommendation 7, vii, https://www.aph.gov.au/Parliamentary_Busi-
ness/Committees/Senate/Rural_and_Regional_Affairs_and_Transport/FOCShipping45/Report

78 Ibid, 8.
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which some are involved in coastal trade as well. These angles have been the subject of the 1992 and
1995 “Ships of shame” reports.” These are valid concerns and need the involvement of not only Australian
but international agencies and of the nations to which exploited or defaulting seafarers and vessels/
chartering companies belong. Just as in the aviation sector, issues of port security, cargo veracity, sea
routes of crime and terrorism are those that call for regional and global cooperation. Indeed, this is
happening and has been in focus since the “9/11” attack. Among other agencies, this is part of the agenda
for the Quad that includes Australia and India.

Safety Issues. The Ships of Shame reports dealt with safety issues more than security (these were in
more peaceful times of the early 1990s). The 2017 FOC Report mentions that the Australian Maritime
Safety Board (AMSA) examined the rate of total inspections against detention by flag state and found
that ‘where the percentage share of detentions is higher than the percentage share of inspections
this is an indication that the flag State is not performing well'. The worst-performing flag states were
Taiwan (22.2 per cent), Netherlands (11.8 per cent), Italy (10 per cent), Antigua and Barbados (9.8 per
cent), Marshall Islands (8.1 per cent), Cyprus (8 per cent) and Panama (7.9 per cent).®° It can be seen that
the first three defaulting states have historically been maritime nations and even Taiwan is part of the
developed world, often colloquially viewed as part of the “west” in Australian thinking. The report adds
that the “ATSB had not identified any safety issues that were more prevalent, or associated with, FOC
vessels when compared with other ships (p9). Thus, national inspection procedures rigorously applied as
well as all-round enforcement have served the objectives of safety reasonably well.

Fair Wages? It is on the question of fair wages that bigger problems arise. The willingness of seafarers
from other countries to work—even if unhappily—for less than fair wages under Australian law may
continue to be a problem in the maritime sector. It can be seen in multiple sectors of developed
economies facing skills shortages, and in less developed economies often with under-employed people
looking to make a living. In essence, these are supply and demand issues with no easy and acceptable
solutions considering the sensitive nature of domestic politics and elections. The comprehensive Drewry
report details salary structures for various types of ships and for different ranks and specialisation of
officers and of some types of ratings. It also analyses currency exchange, average daily wage, etc for the
larger national contributors to seafaring. It mentions that “international regulations ensure that certified
officers and ratings are identically qualified. Despite this, wage rates and other employment terms often
differ by nationality. In recent years, there has been a trend toward regionalised employment policies,
but many employers maintain per nationality employment terms. Single global pay scales which apply
to all a company’s seafarers are also seen in some cases.”® However, the report also explains the role
of the International Labour Organisation in setting the basic rate; the International Bargaining Forum
(IBF) framework agreement; the International Transport Workers' Federation for Total Crew Cost as
important for fair wages and reduced variations between nationalities employed.®? Economic disparities
and aspirational incentives for potential seafarers from other countries could address the demand
and supply issues in the case of Australia —because vacuums do tend to be filled somehow-- there is
opportunity for reasonable employment for Australians if seafaring is incentivised as has been the case
for the aviation sector which is explained a little later in this Brief. Shortfalls could always be made up by
hiring from abroad

Challenges for Australian Seafarers. The Maritime Union of Australia (MUA) represents about 14,000
members in all activities ashore and afloat, including coastal seafarers.®* The maritime Workforce Position
Paper headlines that Australia is the fifth largest user of global shipping, a well-known fact, of course.
It notes on the first page of the executive summary that, “Despite the increasing demand for maritime
workers across numerous sectors (oil and gas, mining, tourism, defence industry, aquaculture, renewable
energy, etc) there has been a 12% reduction in deckhands in the past five years. Looking more broadly
at all marine transport professionals, while there has been some growth over the last five years, this
group shrank by 23% in the last year. Other parts of the maritime workforce have stagnated resulting in
an ever-widening gap between demand and supply of these essential workers."®* It laments that while
reports forecast an increasing demand for seafarers, Australia's contribution is likely to be negligible. It

79 “Ships of Shame: A Sequel, House of Representatives Report”, December 1995, Australian Government Publishing Service, Canberra. This
and the 1992 Report can be found here: https://www.aph.gov.au/parliamentary_business/committees/house_of_representatives_committees?url=re-
ports/1992/1992_pp494report.ntm

80 FOC Report 2017, 8.

81 Drewry Maritime Research, 55.

82 Ibid, 9, 31.

83 Australian Government, Department of Employment and Workplace Relations, Feb 2023, https://www.dewr.gov.au/jobs-and-skills-

australia/consultations/jobs-and-skills-australia-engagement/submission/15236#:~:text=The%20MUA%20represents%20approximately%20
14%2C000,0f%20the%20Australian%20maritime%20industry.

84 Maritime Workforce Position Paper, INPEX, July 23, 2024, https://www.areea.com.au/wp-content/uploads/2024/07/2024-07-23_INPEX_
Maritime_Workforce_Position_Paper.pdf
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looks at four near-term actions. First, fund training, education and retention in maritime roles; reduce
or subsidise fees; provide workforce support programmes. Second, have recruiting campaigns to inspire
and attract people with transferable skills. Third, expand the pool of possible candidates by providing
STEM and vocational pathways for those pursuing maritime carers . Fourth, make preferential sea going
jobs available on government and government-controlled ships. These action points are also in the hope
that seafarers will be found for the 400 or so jobs for the 12-ship Strategic Fleet.

Port Competitiveness in Australia.

“Ports are significant to the maritime systems - they are the pivot around which seaborne trade revolves.
Hence, a poor port performance has a domino effect on other parts of the maritime system and the
larger supply chain,” says an article by ICS global logistics looking at maritime logistics.®®* Map 4 of the
First Issue Brief shows the major ports obvious all-around Australia as befits an island nation. In terms of
port efficiency for India, analysed earlier in this Issue Brief, India is improving. However, it has a long way
to go so that ports are as much part of the key infrastructure that supports growth in trade and, through
reduced time in handling cargoes of every description, creates upstream and downstream efficiencies in
EXIM trade that has overall positive effects. Australian port performance according to UNCTAD data puts
it in the lowest quartile.® The author of this opinion piece feels that the parameters of such calculations
are arguable and need refinement. It mentions that “(t)he five capital city container ports all dropped
in performance compared to last year's CPPI. This was no surprise as during the 2023 calendar year all
ports were affected by industrial action by tug operators and stevedores, more so than in any other
year." India handled nearly 20 million TEUs in 2022, as compared to Australia’s 9 million plus TEUs. For
both, the graph has risen steadily every year, leaving aside the Covid setback period. However, in both
countries, ports serve primarily as gateways to the hinterland as compared to transhipment ports where
shorter handling times are possible. India is geo-economically placed to have the potential to ramp up
its container transhipment hub business. Of course, India would be facing stiff competition from current
transhipment hubs like ports in Singapore, Sri Lanka and in the Middle East which may not be easy. Any
significant transhipment share is likely to be far less so for Australia because of its location, a relatively
low population and located in Oceania also with low populations. Despite being a high income, high
consumption country, this constraint is likely to remain. In that sense, India and Australia are correctly
looking at overall improvements between “water, wharf and warehouse” efficiencies in both directions,
so to speak. The graphic below portrays Australian container handling between 2011-2022; a clearly rising
graph reflective of growing trade and productivity of ports.
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Fig. 19. Australian Container Throughput 2011-2022. (Source: CEIC Data, https./www.ceicdata.com/en
indicator/australia/container-port-throughput)

“Between Water, Wharf and Warehouse.” The Productivity Commission’s Inquiry Report of Dec 2022 is
interestingly titled and makes the categorical point that, “Most of the difference reflects longer operating
times — Australian ports take longer to load and unload ships. Two factors are key to operating times:
the number of cranes deployed (crane intensity) (and) the productivity of those cranes (gross crane
rates).”®” The biggest container ships that Australian ports operate are 10,500 TEUs. As mentioned in

85 ICS Global Logistics, “A Glance at Australia’s Maritime Logistics System and its Performance in the Recent Years,” September 26, 2022,
https://icsgloballogistics.com/a-glance-at-australias-maritime-logistics-system-and-its-performance-in-the-recent-years/
86 Peter van Duyn, “Opinion: Latest Port Performance Rankings No Joy for Australian Ports,” Daily Cargo News, DCN, June 11, 2024, https://

www.thedcn.com.au/news/opinion-latest-port-performance-rankings-no-joy-for-australian-ports/

87 “Lifting productivity at Australia’s container ports: between water, wharf and warehouse,” Australian Government, Productivity Commis-
sion, Inquiry Report Overview, Report No. 99, December 21, 2022,
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the Indian MAKYV 2047 report as well as in this Australian report, the trend is towards larger container
ships (24,000TEUs) and that Australian ports are gearing towards 14-15,000 TEU ships. Unlike in India
where rail freight corridors are developing and railways being progressed as a “greener” method than
road transport (i.e. trucks), Australia relies and would continue to rely more on trucking to move cargoes
to and from ports. It mentions that, “Increased use of rail is only likely to be achieved with significant
(and possibly uneconomic) investment in dedicated rail lines and intermodal terminals.”®® The other
‘hinterland’ problem for Australia is that it has to carry an inventory of empty containers because it
imports more in them than it exports and this requires Empty Container Parks (ECPs). These are
additional costs that matter, but the imbalance of imports and exports via containers is difficult to solve.
The Government report of 2011 “National Ports Strategy: Infrastructure for an economically, socially, and
environmentally sustainable future,” seems very generic in nature and more a guidance document for
what might need to be done than a road map which is what a strategy document should be.®®

Are There Analogies from the Aviation Business for Maritime Australia & India?

This section may be of special interest to readers but may also surprise a few. It begins with the
proposition that there may be a few areas in which the maritime dimension has similarities with
the aviation dimension and that it may be profitable to look for analogical improvements. Such an
approach is quite absent in the official as well as quasi-official documents and discourse in both
Australia and India. There are shorter articles and opinion pieces that, for instance see similarities and
differences between aircraft and ship valuation over a period of years; or of the comparisons that could
be drawn between large shipping companies and large airlines.’®° Before examining areas for maritime
learning through leaning into the aviation sectors of either country, it may be mentioned that in policy
and strategy guidance documents cited in this research, there is no mention of such a connection except
in terms of minor aspects of air and shipping traffic control, carbon emissions, etc. The exceptions are
in the form of subsidies for air travel in India and for similar remote location support in Australia and for
Tasmania. The Maritime Amritkaal Vision 2047 (MAKV 20247) uses the example of government supported
and compensated air travel in remote areas for the benefit of the population there under the “UDAN"
scheme. This name is a Hindi acronym that literally means to fly but is expanded into “Ude Desh Ka Aam
Nagrik" (i.e. ‘Let every ordinary citizen fly'). In brief, airlines are provided rebates as compensation while
requiring them to fly at “under-served and unserved airports.” The compensation is under the Viability
Gap Funding (VGF). MAKYV 2047 has proposed something similar mainly for ferry operations and there
is a useful tabulated representation of the comparisons between UDAN and possible water transport
models® In Australia, Tasmania is well-served by the Tasmanian Freight Equalisation Scheme (TFES) for
logistics support across the Bass Strait. For aviation, the Remote Air Services Subsidy Scheme is a good
analogy.®? This is all good and necessary because, like education, health, road or rail infrastructure, water
and air transportation also has imperatives of being a public good that governments would do well to
subsidise or cross-subsidise as necessary.

Air-mindedness and Sea-blindness? Phrases like this have been in usage for long. Sea-blindness has
been an affliction in countries where it should not have been at all. In a sense, from the late middle-ages,
existing maritime nations seem to have lost their maritime vision and slowly ended up somewhat blind
to the role that the sea ought to be playing in their economic and geo-strategic lives. Catchy phrases
aside, the angles to be looked at are more substantive:

Firstly, Australia has been an air-minded country for decades, and likely more so than India
especially when seen in per-capita terms. But it also has been more sea-dependant in per-capita
terms. For India aviation is now a big part of its economic life.

Secondly, this is a country whose current character is shaped by 18th-mid 20th century arrivals of
migrants by sea and a higher per-capita EXIM count of goods and services was and is dependent
on the sea. This is less so for India, while recognising that of course the maritime nature in geo-
economic and geo-political frameworks.

Thirdly, while national airspace is not a common like waters beyond territorial seas are, de facto
88 Ibid, 21.

89 Australian Government, Infrastructure Australia, National Ports Strategy Infrastructure for an economically, socially, and environmental-
ly sustainable future, https://www.infrastructureaustralia.gov.au/sites/default/files/2019-06/COAG_National_Ports_Strategy.pdf
90 See, for instance, Dr Sheetal Nair, “The Shipping & the Airline Industry are Country Cousins,” Medium.com, May 8, 2023, https://medium.

com/@drsheetalnair/the-shipping-the-airline-industry-are-country-cousins-cOaca8ec68da; and, TLME News Service, August 19, 2022, “Aviation and
Shipping: Two Transportation Sectors, So Close Yet So Far,” https://www.transportandlogisticsme.com/global-news/aviation-and-shipping-so-close-
yet-so-far

91 MAKY 2047, 83-85.

92 See, Department of Infrastructure website; Tasmanian Freight Equalisation Scheme, https://www.infrastructure.gov.au/infrastruc-
ture-transport-vehicles/maritime/tasmanian-freight-equalisation-scheme#:~:text=TFES%20provides%20financial%20assistance%20for,road%20
over%20an%20equivalent%20distance and Remote Air Services Subsidy Scheme, https://www.infrastructure.gov.au/infrastructure-transport-vehi-
cles/aviation/regional-remote-aviation/remote-air-services-subsidy
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they have international users and the economic footprint that the use of national airspace
enables, has international as well as national benefits for that country.

Fourthly, many of the earlier maritime nations also became aviation nations with both dimensions
being economically important and with high productivity for both. This included the UK and the
US for two or three decades after 1945. The aviation business remains big in terms of companies,
employment, investments and for the US very much so as a major producer of commercial aircraft,
engines and avionics for the world, as such. North America and Western Europe continue to have
a very significant share of the civil and military aviation sectors for the world. If the maritime
footprint is measured in terms of trade by sea, then the footprint is significant for the US and
UK and for the EU. If it is seen in terms of national employment, ship owning, nationally flagged
ships, then currently neither the US, UK make the impact or influence they once had. As has been
seen, India and Australia do not impress very much either for these parameters.

Therefore, one needs to find some explanation for the attention given to air-mindedness and aviation
business and not quite so for the maritime side of the national enterprise despite the cliches of say, 90%
by volume, 75% by value or thereabouts so often repeated for most countries. Given below are factors we
could consider that provide a degree of parallels.

Domestic aviation has parallels in coastal trade. Just as coastal trade has linkages to overseas trade,
domestic aviation is linked to international aviation for passengers in the main, but for air cargo as well.
Coincidentally, most, if not all, international air passengers and freight land at airports in Australia that
are located in coastal cities which have their own ports in the same metropolitan area. (India has some
hinterland airports for similar international arrivals.) Australia has cabotage possibility as well as concerns
about foreign airline companies operating domestically. The White Paper explains that “Cabotage is the
practice of providing foreign airlines (airlines domiciled in countries other than Australia) the right to
provide Australian domestic aviation services. ‘Investment cabotage’ is the practice of allowing a foreign
airline to establish a wholly owned subsidiary in Australia to fly domestic routes.” It also has concerns: “...
cabotage is not generally endorsed in bilateral agreements by other countries. Allowing foreign airlines,
with foreign crews, to fly Australian domestic routes would result in some aircraft operating within
Australia in accordance with foreign safety, security and industrial relations regulations, which may
differ from Australian requirements.”93 The White Paper does say that there has been little interest from
foreign operators to explore the market because fulfilment of requirements may be daunting. “National
flag” carriers have found it easier to remain in this business area because of the greater support that
they find. The equivalent for coastal trade does not exist in Australia (or India) and so foreign flags do
operate more easily under licensing. Domestic and international passenger numbers in both countries
have been on the rise and are indicators of the increased prosperity, connectivity, direct and indirect
economic benefits and, very importantly, employment. The graphs below help us understand the scope
and attention aviation receives.
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Fig. 20. Annual domestic and international revenue passengers. (Source, White Paper, 2050, 204.)

The graph shows a steady rise and the occasional dip (Covid years were major dips for all) and projections
that forecast revenue passenger kilometres to grow to 690 billion in 2050 from 306 billion in 2019.94

93 Aviation White Paper: Towards 2050, Australian Government, August 2024, 208; https://www.infrastructure.gov.au/department/media/
publications/aviation-white-paper-towards-2050
94 Ibid, 204.
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A nation “girt by sea” has the following numbers of aircraft: 9443 single-engine; 2395 multi-engine
fixed wing (total 11,838); 2590 rotary wing and a few balloons bringing the total of Australian registered
aircraft to an impressive 14,865 total.95 In a manner of speaking, within this number is the potential
“strategic air fleet” of nearly 450+ Boeings, Airbus and Bombardier aircraft many of them capable of
flying internationally, ferrying cargo and people in times of special needs and emergencies. We should
not stretch analogies, but pause is needed to reflect the major problems that a “strategic fleet” of just 12
medium sized ships and crewing numbers of under 450 personnel presents for the government to solve.
The first epigraph at the head of this paper seems quite difficult to achieve.

For India, the growth in aviation across all indicators (except manufacturing) has been very striking. The
number of new airports, modernised airports, aircraft registrations, passengers, maintenance and repair,
new airlines and mergers (and some failures as well), workforce and training, inspection and adoption
of global best practices have been remarkable. Unlike Australia, India was a latecomer. It is still less of an
aviation country per-capita and recreational flying or individual ownership of aircraft is almost negligible
currently. The graph below shows the steady increase—and the covid-19 trough—of passengers in the
domestic, international and total numbers. Domestic traffic grew at a compounded rate of 9.7% and
international at 4.5%. While the absolute numbers are higher than for Australia, per-capita flying is
obviously much lesser considering India has a population that is nearly 55 times of Australia.96 Likewise,
per-capita EXIM trade would also be much smaller but maritime and the aviation dimensions remain
vital to both countries.
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Fig. 21. Indian Passenger Traffic 2013- 2024. (Source: DGCA Handbook, 5)

The table below shows the change from international passengers carried by non-flag foreign carriers to

Indian-flagged aircraft. This cannot be said of ships carrying India's exports and imports!

S. No. YEAR FOREIGN CARRIERS INDIAN CARRIERS
(1) 2) 3) (4)
il 2014-15 62.5 SIAS
2. 2015-16 62.9 SHbI
38 2016-17 62.1 SWED
4. 2017-18 60.9 39.1
58 2018-19 59.7 40.3
6. 2019-20 62.6 37.4
e 2020-21 38.2 61.8
8. 2021-22 51.8 48.2
b 2022-23 56.3 43.7
10. 2023-24 55.6 44.4

Table 13. Share of Passengers between Indian and foreign Carriers (Source: DGCA Handbook, 9)

95 Australian Aircraft Activity 2023 Report, data based on Table 4, 7, 8, https://www.bitre.gov.au/sites/default/files/documents/australian-air-

craft-activity-2023.pdf

96 Directorate General of Civil Aviation, Handbook on Civil Aviation Statistics, 2023-24, https:/www.dgca.gov.in/digigov-portal/?page=jsp/

dgca/lnventorylist/dataReports/aviationDataStatistics/handbookCivilAviation/HANDBOOK%202023-24%20Final%20Draft.pdf&mainnull
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For air cargo, the data is decidedly different. Indian carriers are hardly represented and while cargo traffic
is now 0.755 MT and international is 1.616 MT in 2023-24, the table shows that despite this growth, the
share of international carriers is on the rise. Not only for business reasons, but for “strategic” purposes,
more freighters need to be part of the Indian air fleet. In terms of Indian registration VT (like Australia’s
VH) India has greater numbers of bigger jets with airlines. As of March 2023, scheduled Indian airlines
had 653 aircraft of which only a small number were shorter range turbo-props and most were Boeing
and Airbus i.e. larger aircraft. Of these, only Blue Dart has six Boeing 757-200 cargo planes.97 On the
other hand, rotary wing aircraft registered and operating in India are only 311, mostly twin engine, way
below the total Australian numbers of 2590 helicopters, but of these Australian twin engine are 307,
almost on par with India’s numbers.

S. No. Year Indian Carriers (%) Foreign Carriers (%)
(1) 2) (3) 4)
1. 2014-15 18.2 81.8
2. 2015-16 175 82.5
3. 2016-17 19.1 80.9
4. 2017-18 20.9 79.1
S. 2018-19 20.9 79.1
6. 2019-20 13.9 86.1
7. 2020-21 12.0 88.0
8. 2021-22 155 84.5
9. 2022-23 12.7 87.3
10. 2023-24 13.4 86.6

Table 14. Share of Airfreight Indian and foreign Carriers. (Source: DGCA Handbook, 13)

Aircraft with Flags and FOC for Ships? Just as for India, the stress has been on closed registry—to use a
term for ships—for aircraft, even while permitting foreign aircraft and airlines to operate on international
routes, Australia too has maintained an environment in which airline ownership proportions, lineage,
much of senior leadership, crewing, nomenclature, symbols like tail markings etc., reflect nationality
and an element of national control in more than notional ways. Just two airlines, Qantas and Virgin
Australia have 93% of the domestic market and have a major role along international routes as well.98
The White paper emphatically heads a paragraph that says “Majority Australian ownership will remain
a requirement for Australian designated international airlines” while acknowledging that “there is no
limit to foreign ownership for Australian domestic airlines,” it is not so for international airlines. It then
adds, “Australia has an interest in maintaining strong, Australian-controlled international airlines
to ensure continued access to foreign nations and maintaining an Australian long-haul capability
that can be relied upon in times of emergency.’29 One factor in Australia’s case for a modicum of
control over a now-private fleet may be because of the full privatisation of the Australian Airline post-
merger with Qantas in the mid-1990s and the continuing resultant identity of a national flag carrier. The
privatisation of the smaller government owned shipping lines happened much earlier and its impact
was not felt—quite evidently—on the land and its people.100 In India, the first airline, Air India started by
the Tata family group as a private company eventually named Air India that was nationalised in 1953, six
years after Independence. It was eventually privatised once again and bought by the Tatas who owned
other jointly held airlines. Air India has been often used for HADR on a massive scale for evacuation
operations.

97 Ibid, 16.

98 Aviation White Paper, 70.

99 Ibid, 208.

‘IOO Norman Middlemiss, “Australian National Line," Forgotten Fleets’ March 8th‘20'\6,htto::/shmommand com/features/australian-national-line/
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Aviation Nations but not Aircraft Makers? Both India and Australia are “aviation countries” just as
they also are “maritime countries.” Airlines in both countries depend on aircraft manufactured in the
West, mainly in Europe, the US, Canada and Brazil. It can be argued, however, that for either of these
characteristicsthey need not be eitheraircraft manufacturers oreven ship-builders. Or could it be argued?
As mentioned earlier, while the US is a major civilian aircraft maker, it hardly makes ships. However, the
discourse in the US has regularly flagged this shortcoming.101 If it sets out to do it, the US could once again
be a major shipbuilder while also remaining a major aircraft manufacturer. It could, however, be difficult
for India, and even more so for Australia to become a civil aircraft manufacturing nation for airlines of
the future. Nonetheless, it would be difficult to argue that it would be impossible. Brazil and its Embraer
is a good example; Canada’s Bombardier is another, although Canada did have a considerable history of
making British and American aircraft under license in WW?2. The point is made here to underscore that
it is possible to rub against the grain with established players, even if it takes decades. This is not unlike
what has been explained about global shifts and newcomers in merchant shipbuilding itself. Soviet-era
civil aviation provides a different case. It could build and fly several types of multi-engine turboprops
and jets for commercial purposes. Their safety record was poor, but in a politically closed system, and
when buying western airliners was not easy, this could be continued. Modern China's struggle with
commercial aviation has been greater than the mark it made as a shipbuilder for itself and the world.
While finding not too many foreign buyers, it has been able to deploy some of its ARJ21 and C919 in
domestic service. It must be added that their engines and avionics are still imported. This, according
to some views, is intentional so that they can be certified for use elsewhere with less difficulty.102 The
COMAC C929 is a wide-body airliner in which Russia was a partner, but not an enthusiastic one. But, this
cited article also quotes Boeing CEO on being asked if he saw China becoming a competitor to Boeing
and Airbus, replied, ‘Not yet, and not for a while...| would say we're still looking at a couple of decades."103

The rhetorical question for India as well as Australia for ship and aircraft manufacturing, therefore, is
‘why not us, then?”

Aviation as a Major Workforce Opportunity

The aviation sector is a significant employer in which skills are already in short supply in every area of
aviation at a national level although some states have no shortage in limited fields. The Aviation White
Paper, in Chapter 5, shows that more than 50-55000 are directly employed and another 40,000 may
indirectly have aviation related jobs in the agriculture and mining fields.104 The Indian aviation business
for scheduled airlines has about 9500 pilots, 20000 cabin crew among over 72000 overall. Indirect
employment figures are not available but could be considerable.105
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Fig.22 Aviation Sector Employment 2016-2023 (Source: AWP 2050, 88)

101 See, for merely the latest example, Alexander B. Gray & Andrew Liang, “Why Does the U.S. Rely on

Chinese State-Owned Shipping,” The National Interest, October 31, 2014, https://nationalinterest.org/feature/why-does-us-rely-chinese-state-
owned-shipping-213495

102 Alan Dron, Royal Aeronautical Society, “Can China break into the airliner duopoly?”
https://www.aerosociety.com/news/can-china-break-into-the-airliner-duopoly/

103 ibid.

104 Aviation White Paper, 88.

105 DGCA Handbook, Table 6, 24.
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There are similarities with the maritime sector in certain ways. Just as the Fleet Task Force Report urges
cadetships for young Australians, airlines are being urged to support cadet pilots and engineers through
their early years of training. In terms of aviation training institutes especially for pilots, Australia is better
off at present than is India although New Delhi is ramping up public as well as private and public-private
flying training institutes as has been the case with maritime training and vocational institutes. There are
36 such institutes for flying training in India; DGCA approved foreign/ domestic training organisations for
technical fields are 15 and 18 respectively.106 As a result, better practices are being furthered and Indian
graduates of suchinstitutes could be profitably available for employment within India or overseas aviation
sectors. In the maritime field, Australia is now hardly providing training for the required numbers and for
growth in skill areas for future needs. It is expected that aviation sector employment will receive boosts
in coming years in India where job creation is a need that would be difficult to understand in Australia.
The maritime sector in India encompassing ports, ship building, Indian and global ship-crewing, ship
repair and even ship breaking are seen as avenues to generate jobs while helping the economy to grow.
That is why, the word “employment” shows up 62 times in the Maritime Vision 2047 document and
“jobs" 18 times to help roughly illustrate the need.

Connecting the Air and Sea. The above examination of ways in which the maritime and aviation
sectors in Australia and India can learn from within their bailiwick and from each other may turn out
to be worthwhile for further thinking and policy outcomes. In each country these have not really been
considered as having some difficulties as well as answers that are analogous. Not enough attention has
been made to some common considerations and interconnectedness of opportunities and challenges
in both countries.

Understanding the Other. As mentioned earlier, Australian studies in maritime competitiveness
do not seem to have looked at India at all to see what India has achieved; where Indian policy
failed; where it seems to be headed; what is happening in India’s port sector; in merchant ship
construction; in ship finance to bolster potential for Indian versions of a “strategic fleet, etc. For
learning and analyses, Canberra seems focused on the “West” much more so than on what the
“Rest” may be thinking and doing. While it is quite likely that China’s rise as a nation that has steadily,
quite rapidly and purposefully climbed the ladder of maritime competitiveness has been studied in
Australia.

This brief has assessed Australian and Indian maritime competitiveness and highlighted aspects which
are progressing and areas where much more needs to be done. These include nationally owned shipping
(open registry), including a good proportion of nationally flagged vessels (closed registry). These would
be necessary especially in case of prolonged crises, tensions or even conflict in which to protect trade
and maintain a degree of maritime commerce and cable-data flows. Matters should be considered and
worked out to address such contingencies in a bilateral setting and in a multilateral environment where
other partners are likely to be players from the forthcoming third segment of this ongoing research.
Among such partnerships to be considered could be the bilateral relationships that each of the Quad
members have among themselves. Some issues of sustaining maritime effectiveness, of mutual security
and as a forum for extending a few aspects of maritime security as a larger human good have been
mentioned in this brief. How the Quad could be part of the maritime framework has been discussed for
a few years and its growing role has been analysed by this author elsewhere.107 The US and Japan are
important maritime powers, but in key areas of shipbuilding and nationally flagged ships and even
ship ownership, the US trails.108Americans are quite conscious of this, and there are several studies
and reports on shortcomings and roadmaps to be a maritime power that counts as it did a few decades
earlier.109

106 Ibid, Table 13, 27-28

107 Sudarshan Shrikhande, “Quad Is About China, But Also So Much More,” Strat News Global, September 07, 2024, https://stratnewsglobal.
com/indo-pacific/quad-is-about-china-but-also-so-much-more/

108 US Department of Transportation, Statement by Mark H. Buzby, Administration, “U.S. Maritime and Shipbuilding Industries: Strategies to

Improve Regulation, Economic Opportunities and Competitiveness,” https://www.transportation.gov/testimony/us-maritime-and-shipbuilding-in-
dustries-strategies-improve-regulation-economic

109 For instance, see, Brent Sadler, “An Agenda for Regaining American Maritime Competitiveness and Naval Power,” The Heritage Foun-
dation, Factsheet No. 270, April 12, 2024, https://www.heritage.org/defense/report/agenda-regaining-american-maritime-competitiveness-and-na-
val-power; Also, Brent Sadler, Statement to Congress, “Securing America’'s Maritime Security: A National Maritime Initiative to Regain American
Maritime Competitiveness,” April 03, 2024, https://transportation.house.gov/uploadedfiles/04-05-2024_cgmt_hearing_-_brent_sadler_-_testimo-
ny_copy.pdf
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ISSUE BRIEF 2

China’s Maritime Competitiveness. In India, there has been considerable interest in examining Chinese
and South Korean shipbuilding and in overall growth and things to learn—perhaps even mimic—from
China’s high maritime competitiveness.110 Lessons from the late 19th to early 20th CE relevant for India
based on Japan’s methods were examined by this author in the context of the “Make in India” initiative
launched in 20.111 China’'s maritime competitiveness is, of course very high. It spans trade volumes
(EXIM); an overall trade surplus with most countries in the world; very high ship ownership under the
PRC flag and Hong Kong flags; significant other flag ownership; and predominantly Chinese crewing
in national as well as other bottoms. To this list must be added becoming the dominant shipbuilder
globally and readiness to build future-ready vessels; a developed MRO business for ships that it or others
builds; very efficient mega-ports; global port ownership and share-holding; increased ability to extend
financial services that shipping requires, currently dominated by the West (and its previous surrogate,
Hong Kong, now firmly in Beijing’'s grip); and an important role in the UN and IMO.112 While these
considerations span most areas of “maritimeness” and the overcoming of sea-blindness in China, we
must add the geo-strategic and geo-economic intent of the Chinese One Belt, One Road or the Belt
and Road Initiative.113 Strategically, it creates new leverages for China across maritime and continental
dimensions; alternatives for EXIM in difficult times> It may have some setbacks in some countries, but
overall, even with debt burdens on some of them, Beijing may develop leverages through new offers and
deepened influence.

Neither Catch Up nor Match Up. It would not be realistic for either Australia or even perhaps India to
adequately catch up with China in maritime competitiveness. What could be strived for is to cooperate
more bilaterally,understand each other better and develop a better level of resilience through self-reliance
as well mutual dependency. This bilateral cooperation centred around maritime considerations is
set in a multilateral, multi-dimensional environment that is quite complex. In such an environment
other partnerships matter and this includes the Quad. Quad envisages several steps that enhance
maritime security, for ports, ships, fishing, subsea cables and technical cooperation and training across
a range of activities that involves ASEAN, Pacific Islands Forum and the Indian Ocean Regional Forum.
In such partnerships, cumulative maritime competitiveness could have a role to play.

1o S. Krishnan, “Analysis of Chinese Shipbuilding Industry: Strategic Lessons for India,” Journal of the National Maritime Foundation of
India, 2011/7, 66-84, is one earlier example.
m Sudarshan Shrikhande, “Make in Japan to Made in Japan: Indigenisation Lessons from the Imperial Japanese Navy 1880- 1941,

Vivekananda International Foundation, Occasional Paper, August 2016, https://www.vifindia.org/sites/default/files/make-in-japan-to-made-in-ja-
pan-indigenisation-lessons-from-the-imperial-japanese-navy-1880-1941.pdf,

112 Devin Thorne and Ben Spivack, Harbored Ambitions: How China's port investments are strategically shaping the Indo-Pacific, C4ADS,
2017, https://c4ads.org/wp-content/uploads/2022/04/Harbored-Ambitions-C4ADS.pdf
n3 MERICS China Global Competition Tracker, “How China’s Belt and Road projects are shaping global trade and what to expect from the

initiative in its second decade,” Mercator Institute Special Edition No.4, December 01, 2023, https:/merics.org/en/tracker/how-bri-shaping-global-
trade-and-what-expect-initiative-its-second-decade
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Some Closing Notes as Refrain

Maritime competitiveness is beset by complexities but maritime (and aviation) nations like India and
Australia certainly need to do much more. Within the spectrum of maritime parameters, shipping
and maritime trade is most complex. This has been succinctly expressed in the chapter by Reiling in
Petersson’s book excerpting Odeke:

“A typical ship ‘may be owned by a Greek national through a Liberian Company. The ship may
well have been built in Japan, but powered by Danish engines. It will no doubt be manned by
a crew of mixed nationality, including for example, some Italian officers and Filipino ratings. It
may have been financed through a New York bank and insured in London, time chartered to
an oil multinational corporation for three years to carry Saudi Arabian crude oil from the Gulf to
Rotterdam.' ™

What may no longer hold good to the same degree in this excerpt may be some names and nationalities
in the four decades since the particular book cited was written. China is the biggest ship builder, is the
biggest owner on its own (and even more so if Hong Kong is included (see Tables 3 and 4); it provides
the most seafarers; engines are made in several countries and China itself is a big player, although it
does import high-performance marine engines; financial services are more diverse and there are more
sources of crude oil, but also other forms of energy including LNG; countries that need more petroleum
energy are dominant in the East and not the West as are ports that handle such ships. In short, while
maritime complexity is still high, there have been major shifts in competitiveness from the West as may
have been in 1984 to 2024, our own contemporary time.

The second note as a refrain refers to an inadequate view taken of Mahan's understanding of sea power.
To government and naval leaders, the word sea power as used by him was essentially conflated with naval
power. His writing on the multi-dimensional and complex elements of sea power (six in his first major
book) signified much more than naval power and was analogous to later understanding of maritime
power. Not only did he mean this in his first book, his thoughts on word coinage in the New York Times
of August 25, 1901 ought to be noted:

‘The only word | can be said to have coined is sea power, which is rather a phrase than a word.
It was born of a preference for the English “sea” over the Latin adjective “maritime,” although |
recognized the incongruity of marrying “sea” to a Latin word, “power.” There was, however, no
handy equivalent...Afterward, | stuck to the expression, because | thought its very roughness—
over “maritime power”—would arrest and fix attention and so give vogue, at which | aimed. The
result justified the expedient.>

In the above understanding of sea power lies the essence of maritime power. In Mahan’s time, Britain was
very much at number one in every parameter and all others, including the US, were at some distance.
This brief has considered the shift from Britain to the US and then the gradual swing in maritime
competitiveness toward Japan and then China . China is not quite as dominant as Britain once was, or
indeed the US for a few years after 1945, but its lead is considerable. The closing inference that we could,
therefore, draw is that India and Australia too could improve their sea power quotients individually and
in cooperation with each other.
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14 See Petersson, in chapter by K. Reiling, quoting A. Odeke, Protectionism and the Future of International Shipping, Dordrecht, Boston,
and Lancaster: Springer (1984), Netherland
ns Nicholas A. Lambert, Alfred Thayer Mahan and the Concept of $ea Power, Naval Institute Press, Annapolis, MD, (2023), 1. (Note the inter-
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