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Report of the Commission t> the Council

1. In approving Directive 81/363/EEC on State aid to shipbuilding,
the Council asked the Commission to lay before it regqular reports
on the aids given to this sector (Articles 3, 6, 7 and 8 of the

Directive).
2. The report for the secend half of 1982 is fa"tta'ched as Annex I.

3. Also attached (Amnex II) is a sch_adﬁle ,Q'f.'_curre’nt .aid schemes in

favour of shipbuilding.




FOREWORD
The data in this report highlight four faotsi

- the contimation of the slump in the shipbuilding in&ustry and its corollary of
a large amount of underutilized capacity;

~ the paucity of investment in the industry, attested by the fact that relatively
little aid is being given'for invesiment intended to rationalize and modernize
yards; ‘

- the scale of direct production aid in four Member States (averaging between 15
and 23% at a tonmage-weighted rate) and of aid td shipownere, practically always
linked to orders placed with national yards (Community average around 10% of the
ship®s price); ..,

~ the difficulty of obtaining an overall picture of the scale and impact of aid
because of the lack of certain data on financing, payments to public-sector yards

to cover losses, eto.

The discuseion of this report with the national experts in accordance with Article
10 of the Fifth Directive should start from the following questions which are
prompted by these data. First, in view of the scale of the aid being graﬁted by

the governments in various forms, has the progress of the Community shipbuilding
industry towards real international competitiveness been significant over the period
covered by this report and have the restructuring measures been sufficient +o
achieve their objective? '

Further, why is the Commuﬁity shipbuilding markét still fairly siriectly compartmen~
talized into national segments, and what, if any, is the conneotion between this
situation and the sid granted? ' .

Finally, without wishing to attach overriding importance to one particular factor

among the many contributing to the industry's situafign, should not also the macro-

economic necessity of controlling and obtaining value-for-money from public expendi-—

. ture lead to a detailed reappraisal of the aid policy towards shipbuilding in the
Commnity and of the cost of that aid?



1.

Aid to investment:

Article 3 of the S5th Directive on aid to

shipbuilding.

Period: July-December 1982
Member State | Amount of Nature of aid Effect on pro~ } Type of aid
: investment duction capacity schems applied
FR Cermany (1) |1)DM 45.25 Mio | Loan of DN 21.0! FNo effect on General aid
Mio capacity scheme invest-
Modernization. ment credits
of equipment in} 1981/82
shipbuilding
. gector
2)DM 13.75 Mio | Grant (Max. No effect on Regional aid
8.75% of invest-| capacity schene for im—
ment ) Modernization provement of
of equipment structures
3)DM 44.50 Mio | Grant (Max. Diversification} Regional aid
8.75% of invest~) eut of ship~ | scheme for im-
ment ) building provement of

Belgium
Dermark
France
Greece
Ireland
Italy

Yetherlands

United Kingdom

1)Lit 8065 Mio

2)Lit 9595 Mo

HFL 5.23 Mio

10% o1 invest-
ment

10% o* invest-
ment

Grant of 2¢%
of inreatment
(estisated net
effect: 13%)

Reduction of
capacity in
shiprepair
sector

Merger of two
shipyards

No effect on
capacity ship-
building secton
Reduction of
capacity in
shiprepair
sector

No effect on
capacity in
gshipbuilding
sector, Effi~,
ciency measures

gtructures

Law No 94 of
March 1980

law No 94 of
March 1980

Aid scheme for |
shipbuilding
Regional in-
vestment schene
(IPR)

(1) Correction: period Jaruary-June 1)82: Investment amount for project 2:

DM 45.25 Mio.



2. Preduction aid: Articles 6 and 7 of the 5th Direétivev on aid to shipbuilding.
Period: July-December 1982

i s handi] i Tl B

Member State Fr. of aided et Nr. of non-aided ert o Estimated prb- Estimated average

cages ' cases g L portion of con~| weighted by tonne
S R SRS B ol e { tract price

FR Germany - . - - .

Belgium - - , - : -

Dermark - - ‘ - ) ‘ - : -

France 10 : £3,%2 ' I 800 1 5% to 30% (1=2) 22.9%

| | (cert) -  (ogrt) : ,

CGreece : - » e - ' | -

Ireland : - 1 - - - o |

Italy 3 4 ome aon - | S 15.2% to 5% 21.7%

Netherlands 6 . a1,7155 - : - 1 3.1% to 17.5% 14, 3%

United Kingdom - 4Q3) 4 992 - - o - ._14.98%‘ to 1'245)38% 16 .8%

| i
1) The maximum rate applied was 16%; the level of 30% was exceptionally used for. the order for a contai nership of 35.400 cgr-t
2) Plus price guarantee,
3) Excl. an order for 4 nhips (to:ma.ge 20,000 grt, estinated aid 1evel of 15 to 18%), for whieh £inal negooia.tions are 1n
progress .
(4) Plus shiptnnders' Relief, 2%_. .

P



3. Aid to shipowners

a) Volume of contracts

A : Contracts aided. B :

-3 -

Period : July - December 1982

Contracts refuseci.

ANNEX I

: Article 8 of the 5th Directive on aids to shipbuilding

C : ‘Total volume of contracts.

el e e e et P
national national national I national|
GRT currency GRT currency GRT currency GRT |wrrency
(millionsf - "(millions)k (millions) illions)
R.F. Germany | A [ 331 949 | 2033.1 |331 949 | 2033.1 | - -
B | 274 808 645.5 1262 209 592.2 12 599 | 53.3
C | 606 757 | 2678.6 {594 158 | 2625.3 12 599 | 53.3
Belgium Al 67101 | 7164 67 101 | T164 ;
B 300 300
c| 671101 ] 7464 67 101 | 7464
Denmark Al 14 300| 600 14 300 €00
B - -
C | 14 300} 600 14 300 1100 i
France Al 74561 | 627.9 |55 391 | 193.2 | 19150 |13.7
B 5 ~
c| 74 541 627.9 | 55 3N 193.2 L 19 150 {134.7
Greece A - - - :*
B| - -1 - ?
i
¢ - - i !
Ireland A - - = i S S —
o] - [ -~ |
— - - - -
Italy A ] 196 500] 206 000} 189 000 | 201 00ci 3 000 1600 | 4500 | 3400
B| - -] - - |
c | 196 500[ 206000 189 000 | 201 00G 3 000 1600 | 4 500 3 400
Netherlands A 37T 767| 367.6] 371 167 36746 -
B 311 16,91 311 16.9
c| 40 878 384.5| 40 878 384.5“.
United , A] 86 001] 117.8] 86 00t 117.8
Kingdom B _ _ _ _
! c| 860011 117.8| 86 001 117.85k [ __‘
1

2

The British scheme applies only to iritish owner.
~ OECD conditions.

All decisions on shipowners' aids are taken in tle secor 1 half of the years

who piace orders in a national shipyard



b) Average effect of aid per contract (Full year 1982_ - !eariy conunioatibn),

UK

8-152d 8 -~ 15.2%

Member Total For building For btuilding For building in third
State Average | in nat. yards] in other EEC country yards
: countrie_p :

FR Germany | 15.8% 15.8% - -
Belgium (1)
Dermark 12.6% 12'.6%
France 12.93% 12.43% 14.99% 14%
Greece - - |

Ireland (2)1
Ttaly (3) o
Netherlande 5 x 2. M| 5x2.3% 5 x 2.3% 5 x 2.3

(1) Information not supblied.
(2) No special schems for ahipowners.

(3) The information provided by the Ttalian nnthorities is based on different
oriteria than those used by the other Member States and is not comparable,




LIST OF AIDS AND INTERVENTIONS FOR SHIPBUILDING

a) Aids to shipbuilding

ANNEX II

May 1983

Desoription

Level of intervention

Remarks

France

Italy

Netherlands

United Kingdom|

1) Hamburg - allocation of DM 35 m for
investment in the port of
Hamburg and conversion of
the shipbuilding sector to
shiprepair and other
sectore (1978 - 1983)

2) Lower— - subsidies up to IN 3 m
Saxony

-~ direct aid fer comstruction
- direci aid 0T Sonsi.awion

- direct aid for constructiorﬁ
(tudget allocation:
Lit 560 Mr2 1281.1983)

l/v [l 0/'\’
- direct aid for construction

~ pingle refund of certain
taxes (shiptuilders® relief}

- direct aid for comstruction
5th tranche of Intervention
Fund of UKL 50 Mio (July
1982July 1983

23% of contract price {incl. cost
escalation) ,

Forecast for 1983/84: 20% (excl. cost
escalation) .

e e . .
LZége /v Ge wOliViave plict

25% of contract price (30% for the
Mezzogiorno region)

10.5% of contract price
20% for excepiional cases

2% of the construction cost

Max. 17% of contraci price (incl.
shipbuilders? relief
Yorthern Ireland: 18% of contract

price (excl. shipbuilders® relief)

DM 31 m for investment on
publicly—ewned land+DN 4 m
for invesiments on private
land

For diversification measures
(out of shipbuilding)

The aid schems for the period
1983/84 hes been notified on
4.7.1983

Maz. intervertion level

authorized fer 1981. Aid to
shipbuilding for the years 198%
and 1983 has ne* been planned

The Commissicn has authorized
this scheme in 1983 under
rastrictive conditions

Max, intervention level
suthorized for 1982 (budget
allocation 157 Mio HFL)
Prolongation eof this scheme fer
19831984 has been notified to
the Commission

July 198 -July 1983




o e

ANNEX IT
-2 -
b) Credit facilities for sales
T | "]
. ) ‘o ‘ . level of
Description of aid Qualifying transactions int tion . Remarks
Germany - interest rebate All sales - maximum interest re- special scheme for ships
: bate 2% (limit OECD v
conditions) (1)
Belgium . |- interest rebate Sales to other !Member - OECD conditions special scheme
States and third coun-
tries
Denmark - preferential credit All sales - QECD conditions special scheme for ships
France ~ preferential credit Sales to other Member - OECD conditions general scheme
States and third coun-
tries
Ireland - . ~rerentiai credit All sales - OECD conditions special scheme for ships.
Italy - preferential credi+ A1l sales — OECD corditions special scheme for ships
Netherlands - interest rebate All ca.es - maximum interest re- special scheme for ships
bate 2% ; '
limit OECD conditions
mited Kingdom §- preferential credit Export sales - OECD conditions general scheme

(1) Repayment period 8 1/2 years, interest rate 8 %, down payment 20 %,




c) Credit facilities for purchase involving aid to shipbuilding _

ANNEX II

[

Description of aid

‘FR'Gerna.ny

Belgium

France

United Kingdom

Netherlands

Financing facilities fer investmentg
by German owners on purchase eof
ships in a Cemmunity yard or in
third countries

Credit facilities for Belgian owner7
on purchase of ships in a Cemmunity
yard or in third countries

Credit facilities for Danish owners
on purchase of ships in a Community
yard

Financing facilities feor investmentq
by French owners on purchase of
shi=e I - Community vard ovr in
third countries

Credit facilities for the purchase
of ships by British owners in
British yards (Home Credit Scheme)

Financing facilities for investiment
by Dutck owners on purchase of ships
in a Community yard or in third
countries

level of inteﬁent ion

Remarks

Grant of 12.5% of centract price
(special grants:
price)

Credit at 4 or 5% fer 15 years (with
one year moratorium on repayment) on
80% of contract price (Law of 23.4.
1948)

Credit at 8% for 12 years (with 2

years moratorium on repayment) en
80% of contract price

Grant of max. 7.5% of comtract price

-~ OECD conditions of 18.7.1979,

~ in addition, a subvention scheme
has been introduced under Seetion
25 of the Industry Act 1975

- gram, of 12% of contract price
- investment premium of 2.3% during
5 years

max. 5% of contract

The total amount of the aid must
not exceed FF 30 mio

The application of this schems
mst not rezult in conditions more
favourable than those contained in
the CECD Understanding




d) Price guarantee mechanisa

o

[

-v‘. 'i-

Description of aid

Level of intervention

Remazk s

France -~ Goverment takes responsi'bility for
increase in cost between ordering
and delivery )

- A grant of d.j% per yéar is paid
when the threshold is not exceeded

Ttaly ' 2 ' ‘

Intervention relates to
80% of the cost for an
increase in excess of 6.5%
and since July 1982 amounts
10 a max. 1 :

The Commissien has not
autherized the applicat on
of the price guarantee
foreseen by lLaw 598 for the
period 1981 te 1983




2. Produktiesteun.

-2 -

Artikelen 6 en 7 van de vijfde richtlijn betreffende steun aan de scheepsbouw.

Periode : juli -

december 1982.

Aantal Aantal niet Geschat aandeel |Gemiddeld aandeel
Lid-Staat gesteunde BRT gesteunde BRT van de con- van de contract-
contracten contracten tractprijs ) ¥r1 s (wegings=
. ac%or tonnage)
{Bondsrepubliek
buitsland - - - -
Belgié = - - -
Denemarken - - = - _
Frankrijk 10 63.850 1 800 S5%a3x 22,9 %
(cbrt) (cbrt) -2
{Griekenland - - - -
Ierland - - - =
Italié 30 251.820 - - 15,2 X 4 25 % 21,7 %
ederland 16 47.755 - - 3,1 % 317,5 % 14,3
erenigd -
oninkrijk 4 (3) 39.912 - - 14,98 %X a 17,98 16,8 X

4
%)

-

(1) Max. toegekend aandeel van de contractprijs

containership (35.400 cbrt).

16 ZE 30 X werd bij uitzondering

(2) Bovendien toepassing van het prijsgarantiemechanisme.

toegepast voor de bouw van een

(3) Excl. een opdracht van 4 schepen (tonnage 20.000 brt - geschat steunniveau 15 a 18 X), waarvoor de onderhandelingen
nog n1et afgesloten waren.

(4) Boven toepassing van Shipbuilder's Relief van 2 X.

e






