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Summary

Thie document is the fifth report of the CQuiuisi $0 the Council on the
development of the orisis in the shipbuilding seotor.

The situation of the sector wersemed im 1983. Sea tramsport declined world-wide,
mainly as & result of the bad general state of the world economy. This decline
had the effect of sxtemding the overcapacity of fleets virtually throughout the
market, and created additional overcapacity in large bulk carriers for both
liquids and solids, where it was already apparent at the begimming of the year.
In these circumstances, the demamd for mew ships fell by 19% in 1982, this fall
aggravated competitiom among shipyards, and under the imfluence of Far Eastern
yarde, led to a price drop of 30% on average for new ships of standard types.
Production of ships, still affected by the previous level of orders, remained
stagnant.

It does not seem that shipyards can expect an improvement in the situation in the
near future: the fleets already with surplus capacity can meet the foresesable needs,
even if these grow, and the drop in new orders for ships will make itself felt

in production. At the same time, in view of the imcreased capacity of certain

third countries on the shipbuilding market, the situation may become extremely
painful in areas where the industry is most vulmerable, in particular in Furope.

In the Commmmity, the drop of 19% in new orders in 1982 was already accompanied
by a fall of 7% im production. It is likely that production will fall further in
the short term, since work programmes for a number of yards are lacking from the
autumn of 1983, and layoffs of workers are announced.

This development of the situation will require the extension and reinforoement
of efforts by the Comsmmity imdustry to adapt to market conditions, mainly by
directing actions towards the improvement of competitivity, and a modification
of public aid measures in this direotion. The Commission has dealt with these
aspects in its report entitled “"Policy Guidelimes for Restructuring the
Shipbuilding Imdustry”.
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Situation at the be of 1

Iatroduction

as Cownoi. Resolutiom of 19 September 1978 (*) ocalled om the Commission to
sxbeit periodic reports ocm the state of the shipbuilding industry. This is the
Comuimaion'e fifth suoh report. Liks the previeus ones (**), it seeks to
sutline the carremt situatiom, and prospects on the shipbuilding market.

statements $iat the shipbuilding industry is in the grip of a orisis are now
soumonpluce. Nonetholess the infertry is passing through highly oritical times:
dsspite th» tangible efforts whiuvi the majority of skipbuilders have been
raking vo adapt —~ inoluding drastic outbacks im productiom, workforoe amd
capacity - the storm clouds have beem gathering simoe mid-1982,

The roct of the problem lies im the further comtraction of demamd for new
vesscle, fopressed not omly by the recession and the general stagmation in
shipping, “ut alse by the persistent, amd indeed growimg over—capacity in
the nea transport seector. It will takes time before this is absorbed by the
revival in trade generated by the gensral soomomic recovery, which has yet
to maks iisell felt amd cammot be expected to put an emd to the problems
from which the shipbuilding industry ies suffering.

World demend for vessels fell by 194 in 1982. Im contrast, the yards managed

to imcreasc their owtput by about 4%. However, this signals mo upturn, but
marely that the slightly higher orders boeked in 1981 were completed.

Uenerally mo more jobs were shed. This relative stabilisation might suggest

that the crisis is now bottoming out. On the other hand ihe weakeming of the
market in 1982 led to the ammouncement of further redundancies at short motice
in Barope. At any evemt, it is becoming imereasingly clear that the industry

is likely to remain short of orders for serveral more years before the situation
improves amd that 1983 will be a partioularly oritical year.

(%) o3 ¢ 229, 79.9.1978

(**) Supplement 7/79 to the Bulletim of the Ruropean Communities;
coM (80) 443 final; OOM (81) 432 final; COM (82) 564 fimal.
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Tn sdditien o the facters affectimg overasll demand, s nwmber of others

~ maxy of then ouiside ths eomirol of the imdusiry -~ play their part in
dotermining what share of world desawd rival shipyerds taks. The main sxiermal
censideratiens ars the svpumsicn of preduciien capasity im
ooumiries, motably ZBeuik Heres, the 4if
: w rated sRd bhe izpast of &L iE)
xiil cehemes. The intergis
of the individasl
3 Then paky

ehipballding iaduwsizy ~ in erder te svert grave dlevwpiion of ihe b Jders
activities. Thic hav delayed the reorgmmisstlen, in emw cases subslaniially.

The Cosmiusion decided te veassess iits poligy guidelimes for vestructuriang
the imdesivy, in the light of thess latest developments. ‘The reesuliant repord
publisked iz Hareh 1983 (1) recommended, imier alis, siepping up the efferts
tc help the indusiry adjust end, above all, vecover. Thie waz 10 be aschioved
by implementing, or reinforeisg a programme of gualitaitive s jusimante to
canselidate the reoulis to the sarlier rustruoturiwg, principelly by wesns
of more extémpive comsultation and cecrdination of reseurcss. To aveid
repetition, this report leaves aside the topion diseussed im the March
repoert, such az competitivemess, structures and shipbuilding poliocy.

Gemeral eocomomic bum

The extremsly gloomy ecomomic situstiom of 1981 deteriorated further in 1982,
when GDP in tke OECD shramk by 0.5% im volums terss follewing imcreases of omnly
1% in eack of the two previous years. Production volume folicwed mach the

same pattern, while worid trade fell by 0.9% im 1982. Generally, developments over

the secomd half of the year wsre sven more megative than the average for the
Yyear as a whole,

Acoording to the latest Commissiom forecasts, economic activity could pick wup
slightly in 1983 (compared with 1582) though the upturn will remain extremely
modest and fragile. GIP is expected to grow by 1.7% im the OECD in 1983; the
world eyolution would be of the same magnitude with world trade, based on

imports, expanding by 0.5%. Very limited (0.5%) growth in GIP and in industrial
output is forecast for the Commumity in 1983.

(1) cox (83) final,
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In view of the general gloom at the atart of 1983, the imternstional shipping
copmanity which handlse the lien¥s share of worldé irade haz been ghowing nc

slgn of epitimiss either.

3¢ Trends inm ihs sea ivsmspert saoter
The deterioration whkich begen im virtuzally all branches of the sea itransport
mariet in 1981 contimued im 1982, With {he situstion dominated emtirely by
the oombimed impact ef the over-ospasiiy on supply side and of the weak
deaand for shipping serviews. The gross tonmage carried at sea slipped back
by 8.5% im 1982 and the fleet wiilisation rate im tomme-miles by 10%. This
was on top of the 1981 lomses of 4% and & respectively. These losses were
paralleled by sitagnatiem im the fleet, though mot even this was enough to
prevent farther weaksnimg of the market throughout 1982, The itension was
heightened Ly the mamifest, grewing, over-capseity. This imbaiance had a
disatrous effect om fruyight rates, where the cocllapse which started in 1981
continued, sparing virtually ne sector of ithe merket.
The tabls belew gives um idea of the main trewds,
TABLE 1 WORLD SEAMORME THAYE AND AMHY (HG FLEET
Crude oil amd oil produots Other cargo
Seaberne irade Fleot® ZeaboTne trade 52 LT}
*000 million
i % millien dwi %) 000 milliom % | milliom awt| %
¥ les tonne-wllss
1973 10217 100 234 .3 160 5187 100 | 205.6 100
1975 9130 95 313.0 134 5636 109 | 230.7 112
1977 }.lz;é"i 112 356.1 i52 6050 117 268.5 131
1976 10646 105 352.9 151 .6}88 i23 279.8 136
1979 10659 107 350.9 150 7016 135 ¢ 287.0 14
1980 9405 92 348.4 149 7372 142 § 292.9 14z
1981 8371 82 342.4 146 7469 144 § 305.9 149
1982 p 6965 68 328.5 140 7325 139 § 318.8 155

* Az at emd of yoar

P = previsional

Sources Fernleys Oslo
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These figures also show how much the trend varied from cme sector oi ihe marke.
to another. For imstiance, the oil-tanker fleet carried 174 less, in %onne-i}ev
terms, in 1982 to bring its total loss of trade over th: last five years wp to
40%, The main reasoms for this predicsment are the furtisr 9% or mo reduction
in 0il comsuzption and the imoresse in supplies from the fislds closest to the
centres of consumptiom, which has shortemed the usuwal veyagas. Despite the |
faot that there was surplus tanier tomnage even at the ciart of 1981, the fleel
has shed only 4% of its capacity -~ toe little to step the severe slump in
tomnage carried from imflioting comsiderable damage on the market. m
increase in the rumber of vessels withdram from the freight market in 1982,

as oompared with 1981, is clear evidemce of the depth of the depression.
Tanker sales to breakers doubled whilst the laid-up tanker tomage almost
trebled. Some experts put the surplus tanker oapacity at almowt 50%, part

of it due to less efficient wuse of the vessels, awd in particular toc siow
steaning and low load factoers,

‘ i will
All concerned broadly agree that the over—oapacity im the tanksr fleet
persist for ssveral more years, with oil movemsnts expected te rsmain stagnant
in the short, and possibly even medium, term. The largest tankars are the
hardest hit.

Although statistios camnot tell the full story, the Table below seis ocut some of ihe
figures behind these developments.

TABIE 2 '
TONNAGE WITHDRAWN (IN'000 GRT/IWT)
Tonnage laid up “Ponnage broken up Tonnage used for storage
Month No GR® DT No GRT. DWT Nonth No iT
J978 VII 765 29.651 55.289
| X 737 25.486 47.507{1978 1.088 12.840 21.703
1979 1 40 7.856
979 1 595 16.678 30.290 : Vil 37 6.668
VII 4617 11.206 20.063}1979 904 6.997 11.137 X 37 6.672
X 353  7.490 12.518
§980 1 298  6.204 10.603 1980 1 - 39 7.112
VII 268  6.767 12.249{1980 887 9.184 , 15.940 VII 45 9.199
X 233 5.371 9.512 X 67 14.266
981 1 229 4.840 8.288 ‘ 1981 1 74 16.866
VII 246 8.618 15.562)1981 824 9.789 17.517 VII 77 15.668
X 287 10.399 19.014 X 149 35,950
1982 1 353 14.111 26.391[1982 1.082 17.685 32.590 1982 1 120 28.757
VII 624 25.437 49.122 , VII 79 18.295
X 1071 35.293 67.260 X 64 13.860
983 1 1292 40.657 77.168 1983 1 58 11.812

IIT 68 15.172

Sources: Institute of shipping Economics Bremen;Howard Houlder ghartering Ltd.
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This all points to am unproductive wait-szui-ses attitude on the part of the

parties concerned. HoweveT, there is no denying that resolute action could help
remedy the situatior, Sinme~ a large proportion of the surplus 150 million dwt is
destined for the breakers yard soemer or later, moves to speed up the process would
help restore the balance on the market soomer.

Traffic in the dry bulk sector fell hy almest 4% im 1982. Thie sector has taken

2 sharp turn for the worse, whiok is only to be sxpected as the vessels ordsred were
reoently brought on to the market - againsti the dictates of the market which indicated
a downturn in transport requirsements — to swell the over-capacity whick has beset

the fleet since the end of 1981. Almost 204 of the fleet is now surplus to
requirements, absorbed mainly im the form of laid-up vessels and by a far lower

fleet utilization rate.

As for the chief comodities im the dry bulk sector, the decline in iron-ore
shipments continued, coal failed tc live wp to its promise and there was a
general, and in some cases comeiderable, siump in the other rew matesrials. Only
grain transport approached ihe 1981 level. Ko improvement is expected im 1583;
at best the status quo will be maimtained.

The over-capacity in the bulk-carrier fleet is unlikely toc be sbsorbed in the short
term, least of all while newly-built vessels contimue to add to the fleet and
shipowners such as the Japamese persist in plasing massive orders for this claes
of vessl, at the risk of delaying ths improvemsat in freight rates.

The deterioration whick struck the more specialized mectors amd the liner trade
in 1981 gaimed pace coneiderably im 1982. The incipient over-capacity

in most fleets, including the IPQJ, roll-om/roll-off, centeimer and cargo flsets,
is growing and tke recessiea i paralysing furthsr developmeni. However, ithese
fleets do nmot appear to be as over-tommaged a8 the oil-tanker snd bulk-carrier
fleets and it should be pogsible to abserb the swrplus cepacity inm the short
tern, with a few exesptions, omos the general scomomioc climate improves and
previded orders for mew veszssla remain realistic.

The five-year declime in the flset flyimg the flage of thke Community's Wembsr

States gained pace, though:-ths world fleet, ané the fleet of most shipping natioms,
remained stable or even grew slightly in 1982, The Community’s fleet had the

highest properiion of vessels laid wp or brokea up in relation to the fleet om the ssam
Although the average age of the Community's fleet is relatively modest, many of

the Community's shipowners bave suffered.

IS

HR ety ¢ oA 3 B

NN
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Above all, thkoss rumming tomksrs amd bulk carriers 2ave besen confromted wiih
freight rates whick fail

therefore, have made it

even to cover their operating costs,
haréer fer them to balanse
having exhansted their limited seops for diversifi
but to reduce the sise of their flest in ordsr to
capital-ceefficient and indebtedusss are generally

Raroeuvre small. No cempreiiensive surveys of move
fleets are availaile,

fleet has been

end whioh,
their books. Hawy of thesm,
oatiom, kad mo aiteornative
survive ir an industry where
high anéd the margin for
BentE by the Member States®

but the statistios belew amply illustrate how mmoch the
trinmed.

TABLE 3 -~ WORLD AND COMMUNITY FLEETS

A- Xlest as at 1 July (im million.gut)

Uthey datas

In

ot

uts ~f Shipping Economics, Bremer.

1960 1970.. 1975 1977 1978 1979 1980 1981 1982
World 129,8 | 227,5 | 342,2 | 393,7 | 406,0 | 413,0 | 419,9 | 420,8 | 424,7
EEC 48,1 68,3 96,8 | 105,9 | 110,9 | 110,64 | 111,1 | 109,9 | 104,5
Eff,;;lf 32,1 | 30,0 | 28,3 26,9} 27,3| 26,7 | 26,5| 26,1| 24,6
figures -
N
8. Nsmber States' fleet (im '000 gri) by flag
Fleet a8 at 1 July Breken wp Laid up
1981 1982 1981 1982 1981 1982
Germany 7708 7707 143 185 760
Belgium 1917 2271 .. .. ..
Denmark 5048 5214 110 144 290 1128
France 11455 10771 397 479 e 776
Greece 42005 40035 1691 2027 7950 11521
Ireland 268 239 e .. .. ..
Ttaly 10641 10375 210 259 230 1908
Fetherlands 5468 5393 65 548 596 ..
. Umited Kingdom 25419 22505 1026 1110 1449 3377
Sources : Zxisting {lset: Llevd': Register of Shipping.




It iz clrar from ths figures that the deterioration kas been less severe

in oerta:s Hember States, gemerally im those with an aid scheme of ome

form or uaciker for shipowners. In any svemt, the erosiem of the commmmity-
based shipewmars® pesitiem vedueces their capasity to order mew vessels, which
in Surn las sn adverse impact om the Commemity's shipyards, their lesding
supplisrzy,

(1)

4.1 Gameral trends

The general level of both activity and demand imdicate that the orisis

in the shipbuilding industry bas despened with mo sign of improvement
over the mext two ysars,

This i= the result of the werld-wide shippiag orisis (see above) wkich
has brought in iis wake am imadeguate rate of utilisatiom of production
capacily inm terms of both quantiiy and quality. Desides this, to '
& cortain extent Europe's amd Japan's efforts to sd just have been
thiterted by the emormeous growih im capacity im countries which are
newcomsrs to shipbuilding.

The now order imtaks was far worse im 1982, witk am 19% fall world-wide
comparsd with 1981. Likewise, 1982 hes got off to a hed start. The
danger is that this depressien might cast its shadow over the mext

few ysars, simce there is little ohance of esenomic growih sbsorbing -
guickly the current over—oapacity in theé world fiseis.

Earope hes decided tc press om with its efforte to sdept to i:e changed
position of the market. Pressure frem Japanese yards has not bsen as great
a3 bed been feared followimg relazsiion of the rocommended production
quotss in 1981. What iz mere, ths Jspanese authoritiez mesm 1o have

coms round to & move vealistic sppresch, anmd, simce the start of 1983,
havs ence again beenm advooating limited utilisatiom of eapacity,

though no further adjustment. Nevertheless by artificially drumming up
a rusk of orders for a limited periocd the Japanmese yards brought about
& tremd to mnticipate requirements t¢ a certain exteat. Thies is ome of
tks faciors respemsible for the curremt soniraction of demamd which hits
Buropsan amd Japanese ysrds alike.

(1) Sec the Appemdix to this report for & guide to understsnding and
interpreting the wnits and scurses of information used in this ssotion.
Hote in partiomlar that the observations made are bssed or the cgrt figures
supplied by Lioyd's Register of Shippimg (IR8). Greece is imcluded in the
Commmity figures for 1961 amd after, thowgh mot in those provided by

the OECD, which has no data for tkat commtry.



Japanese shipyard's pricing practice has also made an impa>t even though it
failed to spare Jaupanese yards problems in finding orders in 1982. They ocut their
contract prioces im lins with their rivals on the market, most of whom enjoy
substantially lower labour costs. Sinoe Japanese yards control over 40% of

the market their zoves triggered a world-wide oollapssin prices, by an

average of 25% to 30% in 1962, A mumber of Japamese yards probably even

charged rates which failed to coever their costs. The Japanese authorities'

recent recemmendations eomcernimg voluntary limitation of supply could

exercise a salutary effect om prices, but their excesses of 1982 mly

aggravated the finarcial difficulties experienced by many Buropean yards.

Another of the main factors which destabilized the market in 1982 wes the
relentless rapid rise of a number of newcomers to the shipbuilding market,
led by South Korea. As a result the relative share of the world market
taken by non-Japanese snd mom-European yards rose from 260 in 1981 to 32%
in 1982, with Korean yards alone pushing their share up from &% to 9%.
This surge fueled by gemerally more competitive prioces and steady progress
towards more sophisticated vessels- results in slowing down the efforts to
redress the balance betwéen supply and demand.

Alternatives to shipbuilding, such as the oonstruotiom of off-shore

structures and repair work, also suffered setbacks in 1982 and no longer

offer a means of softening the impact of the loss of skhipbuilding activity.

On the contrary, they acould evem turn into another headache for the shipyards.



4.2 Situation dans la Communauté
4.2.1 Productien

In 1982 Commumity prodwction fell by roughly 7% compared with 1981 te reach

2.5 million cgrt. This was 514 less tham in 1976. Italy suffered the
heaviest losses. Cutput fell sharply in France amd Gormany tco, though
since it had been exiremely high in 1981 wempared with previeus
years ths wnderlying comtractiom in both these countries was no higher

than the Comsnmity average.

Production is rumning higher than the new order intake in almost every
Hember State, posing the danger of further reductions im future.
Generally the sitwation is worse in yards specializing in large vessels.

TABLE 4 - PRODICTION (COMPLETIONS)' IN 000 CGRT
1976 1978 1980 1981 1982
IRS OECD LRS OECD LR3 OECD LRS OECD LRS OECD
( AWES (196% ¢ (new (mew - (new (new | (new (new (new (new
coeff.) 1967 | coeff. coeff.] co°ff. ) coeff)l coeff.) coeff)! coeff.) coeff.) -

. Germany 1468,0 1630,0] 1029,1 1059,6 596,2 618,51 870,1 922,0[ 757,3 763,S
Belgium 139,8 141,0 165,2 154,8 129,6 126,7 95,4 95,8 83,0 85,5
Denmark 560,6 425,00 362,5 378,7| 382,4 267,9| 343,6 363,1 329,2 313,3

. France 672,4 1117,0| 430,6 440,2| 267,8 301,8| 443,1 401,9] 353,3 319,0

' Creece - XX A XX «XX - XX - XX , XX 5,0 . XX 61,8 .

. Ireland 20,3 14’0 5,0 - 3;0 - 17,0 17,0 - -
Italy *) 353,9 314,0 305,2 283,1 345,5 287,4] 359,1 298,2} 156,2 176,6
Netherlands 940,0 507,0 513,9 455,0 249,5 239,61 341,5 255,3 390,0  366,0

} United Kingdok 985,1 824,0 718,4 708,9 458,6 513,21 243,0 254,0f 394,0 420,8
EEC 5140,1 4972,0] 3529,9 3480,3 2432,7 2355,112717,8 2607,3{2524,8 2444 ,7

« The OECD figures for 1
includes 253 000 cgrt

*k

Not available,

976 and 1978 cover only the main yards. The
for those yards.

1980 figure
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New orders for a total of 2.1 million cgrt were

plLaced in the Community in 1982, well down

(19%)

on the 1981 figure reflecting a comparable reduction

worldwide.

All Member States suffered losses,
an aid scheme was reintroduced.
average in France and the United Kingdom,

ther with the Netherlands, suffered the heaviest
losses, in terms of the average volume of orders
since 1980. The trend of new ordersheld steady in

Germany and Denmark.

The reasons are highly complex and hard to assess
one by one, they include such diverse factors as

the product range, productivity

financing terms, currency factors, different

schemes and so forth.

improvements,

sal
aid

except Ttaly where
Losses were above
which toge-

es

Only in Italy was the flow of new orders sufficient
production. Many yards
still Llie idle for much of the second half of 1983.

to waintain the 1982 rate of

TABLE 5 - NEW QRDERS ( In "000 CGRT )
ﬁ 1976 ‘ 1978 J 1980 1981 1982
LRS ‘ QECD g LRS f QECD LRS QECD LRS QECD LRS | OECD
| (AWES ! ('67 | (new (new (new (new| (new | (new {(new (new
. coeff.)icoeff.) roeff.) coeff.)coeff.)| coeff.) | coeff.leoeff.) jeoeff.)coeff.)
Germany 726.1 : 511.0 535.8 448.6 613.0 619.0 871.1| 872.4| 716.7] 844.3
Belgium ; 75.0 54.0 59.4 40.9 53.8 138.0 81.4 47.9 43.3 56.2
Denmark | 317.1 220.0 263.8 % 306.6 284.6 349.0 296.4 329.31 250.6 265.8
France 63.6 37.0 214.1 E??S.é 556.4 353.0 332.9 402.9( 175.9 180.6
Greece LXX LXX XX XX L XX XX 4.5 L XX 10.3 LXX
Ireland 19.2 | . 3,0 - 1.3 - 18.2| 17.7| 1.3 -
Italy * - e , .
301.5 241.0 330.0 265.6 231.2 2385.0 144.7 99.11 243.2 218.8
Netherl. 264.4 | 259.0 1376.5 [311.9 | 373.3 | 323.0 | 365.2| 345.7| 309.0{ 296.8
United
Kingdom 627.6 421.0 230.2 | 338.5 350.2 384.0 410.8 382.91 301.5 282.2
EEC total 2756.6 1783.0 R012.6 [1887.7 2463.8 12451.0 2525.2| 2497.912051.8 2144.7

* The OECD figures for 1976 and 1978 cover only the main
includes 214 000 cgrt for these yards.

**x Not available

w P Xy Kes o s a N

yards;the 1980 figure
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share of all new orders placed

throughout the world remained relatively stable, in contrast
to the appreciable losses suffered by other countries in
Western Europe, where, on the whole, there was greater
disinvestment in the shipbuilding industry. Japan's share

of the market remained close to the Lower end of the
bracket within which the Japanese have been operating
since the onset of the crisis.

However, this has not been enough to allay the fears
raised at the Community's shipyards partly by the uncer-
tainty concerning prices and partly by the further

aggravation of the competitive position as Korea, and
perhaps even other newcomers, exert increasing pressure
on a stagnant and very flat market.

* The 1976,1978 and 1980 ficures do not include Greece.

*% AWES

: Associaion of West European Shipbuilders.Members from outside
include the shipbuilder's associations o

TABLE 6 - TREND IN THE: MARKET, SHARE ‘OF - THE MAJOR SHIPBUILDING REGIONS
1976 1978 1980 1981 1982

'000cgrt % ''000cgrt] % 'ZOOOdgrt: % '030 cgre| % 'Om)cgf,:\ 4
Production .
ECk 5140.1 | 23.3 3529-9 | 21-3 2432.7 | 19.2 2717-8 | 19.6| 252448 |17-3
Rest- of AWES**| 3945 7 | 14.2 2303-1 | 13.9 1499.0 |11.9 1733.6 | 12.5| 1760.2 | 12.1
Total f.all®
wisiern Zuiope 8285.8 | 37.5 5832.9 | 35.2 3931.8 | 31.1 4451.4 | 32.2| 4285.0 |29-4
Japan 8348.8 | 37.8 6120.5 | 37.0 5207.2 [41.2 5580,8 | 40-3] 5811.1 | 39.8
Rest of world
of which 5444 .4 | 24.7 4593.4 | 27-8 3496.3 | 27.7 3808.7 | 27.5| 4491.7 | 30,8
E rn bloc 2755.4 | 12.5 2132.3 |12.9 1213,5 9.5 1394.9 |10.1| 1678.4 {11.5
South Korea’ - - 4457 3.5 512.2 3.7/ 880.3 6-0
Total 22078.2 | 100 16546.7 | 100 12635.2 | 100 13840.9 | 100 | 14587.8 | 100
::::::::::::::ih::::::::ﬁ::::::: ==========r============:=== 34331 =========:=====%::::::::?::::
New order
intake
EC 2756.6 |17.2 2012,6 |18.6 2463,8 |17.2 2525,2 | 18.0{ 2051.8 | 17.8|
Rest of AWES *xi 1903 0 |11.9 1367,8 12,7 2049.5 |[14.3 2000,9 | 14.2| 913.7 7.9
Total for atl .

. . . 4526.1 | 32,2 2965.5 |25.7

Western Europe | 4659-6 |29 3380.6 [31.3 4513.3 [31.5
Japan 7337.5 |45.9 43339 4041 6708.3 | 46.7 582341 | 41.4| 4859-4 | 42,9
Rest of the 3985.3 |25.0 | 3081.8 {28,6 | 3136.1 |21.8 | 3703.9 |26.4| 3708.3 |32.0
world of which ) . i
Eastern.bloc 1896 .9 [11.9 1146.8 {10.6 467.9 3.3 1058.0 7.5| 1069.0 9.3
South Korea - - 939.3 6.5 893_2 6.4 1002.5 8.7
Total 15982 4 |100 10796. R 100 14357.5 | 100 14053.1 100 11533 2 100
:::':::::::::::::_::::::22.::322:: e —mamx ‘:::::..::::‘.2:::‘;_: Pt — bt ittt = F e P S ifnd
Source : Lloyd'sRegister of Shipping.

> European Community
Finland, Sweden, Noruay, Spain and Portugal.
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Irn 1982 the Community's shipowners placed 78% of their orders

with cthipyards in the Community. However, the tonnage ordered
remainec¢ the same as in the previous year 1 500 000 cgrt. .
Consequently, the increase of 58 to 78% reflects, above all, a

reduction in the exceptionally high level of orders which

Greel shipowners placed with non-Community countries in 1981. €
In the vast majority of Member States shipowners placed between

80% and 90% of their orders with shipyards in the Community,

the only exceptions being the United Kingdom (52%) and Greece ¢
(5%). These figures do not include orders placed by the shfip-
owners non-Community subsidiaries, for whom no reliable

statistics are available.

At tihe same time the Community's shipyards suffered a drastic
slump in their export orders, from virtually 1 million cgrt

in 1981 to around 500 000 cgrt in 1982 or, as a proportion

of the total volume ordered, from 38% in 1981 to 26% in 1982.
As competition on the market has gained in intensity the
Community's shipbuilding industry has lost many of its outlets
abroad.

- :

- - TABLE 7 - BREAKDOWN. OF ORDERS BY FLAG - ... .= = . o

N x)
1976 ' 1978 . 1980 .1981 ’1982
1 -
g e .
N g «* /2] . [7:) [ ) (/2] 73} ! [/ (%]
'000 cgrt 3 lgeis | 3 S lg . ge olz |vel Yoo |og 2
C + LU'C %) S fow ..gp m‘: o ‘cup by ,nb't*c-‘p e lo o
O%lcwiwan o u o o ] «L]lwe| OO0 L o) wsl O Li&'v'-”“
- vc|l o Ui T . -x't el gl X vl t o ¥ o [ =
55/£3|5T| ot |53 | Esl53|53/ 55|83 53 5553(88
S ZelE3|2¢ i 23 Bl &3228 2 |ool=g z=|Sol=zo
)rder's placed by ! .
Community ship- 6% SL o 3 8 | 2 63% 74 13 s | S | 2| T 1% <2
owners
TCTAL 3027 2063 | 2381 2665 ‘ 1876
Orders received . 7w | 5% |25% % | 26X o | o7 |3 ) sex | ex | zex| 7| X |2
by Community ' . 4 . . .
shipyards : :
TOTAL 2756 2233 ] - 2476, : 2511 : 1988
Source : LRS
* No breakdown within the Community is available for 1978.
Note : Greece is included in the Community figures for 1981 and onwards; there

can be slight differences in the totals in comparison to similar data in “other tables.

The tendency for each Member States yards to receive remarkably few
orders from owners in the other Member States was even more pronounced
in 1982. Community-based shipowners thus almost always turn either

to one of the shipyardsin their own country or else to one in a non-
Community country. The fact that the Community's shipowners placed a
mere 1% of their orders with yards in other Community countries is

clear evidence of the lack of a common shipbuilding market.
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On a world scale the most prominent features of the demand for
the individual types of vessel were the continuing decline in

orders for oil tankers and the first signs of a slump
bulk carriers.

considered inflated since virtually no new vessels of this class

are needed .

Table 8 TREND OF NEW ORDERS BY SHIP TYPE .
.
'"000 : , TOTAL
Lt , i : Non- :
CGRT o1 ankers [Bulk carriers Cargo ships Vessgfggo , Cincluding non-
specified (%)
1977 wortg | 790-6 %0 | 1.783.2 ® | sa9n3 B o969, ¥ |14.040.9
EC 3009 (3.9 751 (4e2) | 1.764.4 (20.8) 670.5 (22¢6) | 2.540- 9 (18,1)
1978 wOrld 1.185,.4 534.8 6.163,8 2.91247 10.796.7
EC 56,2 (4.7) 23.6 (4,4) | 1.341,3(21.8) 5915 (2043) | 2.012,6 (18,6)
1979 wortd | 3-364.8 2.744,9 5.148,4 2.949¢8 14.207,9
EC 168,1 (5.0 466,5 (17) 1.172,6 (22,8) 74746 (25,3) | 2.554,8 (18.0)
- {
1980 World 2.960,2 4.,325,3 4.780,1 2.291,9 14,357,5
fec 273.7 (9.2) 625.9 €9.8) | 1.023,4 (21,4) 74048 (3243) | 2.463,8 (17,2)
1981 World | 1,166.7 4.934s 9 4.967,9 2.433,0 14.053.1
EC 75:1 (6.4) 487.9 (9,M | 1.342,7 (27,0  60Gbes (246« 2.525,2 (18,0)
982 world iﬁf?: 10 2.335.3 5.679,9 2.135+4 10.813,2
. +6) 197,5 (8.5)] 1.093,2 (22.,0) 628,0 (29+4) 1.989,0 (18,4)
SOURCE : LRS
Within the Community the trend in the types of vessels ordered was the
mirror image of that in 1981, though the movement does not
point to any fundamental change in the quality of the Community's
output, where the bias is still towards sophisticated vessels.
4.2.3 Orders books

The slower flow of new orders thinned out the order books,

albeit less abruptly thanks to the simultaneous

in production

cu

tbacks

in orders for
Today's level of orders for bulk carriers must be
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TABLE 9 - ORDER BdCKS
'000 cgrt At 31.12.78 At 31.12.80 At 31.12.81 At 31.12.82
LRS 0ECD LRS 0ECD LRS | oeco LRS  oecp
EC 5087,.2 4870 4911.91 4799,6 5075.2 4738,.7 4738,31 437
Rest of AWES 3957,2 ] 3834 4398.1} 3975.1 4450,5] 4213.0 3474 ,3% 3185.7
Western Europe (9044, 4)) (8704) (9310.0X(8774.7) (9525,7)] 8951,7 (8212,6) 7543,9
Japan 5464,6 | 4938 7297.8| 6541.0 7457.7 | 7225.5|  6640,2]| 6622,6
Eastern bloc 2121,7 1964,9 2360,5 2206,2
South Korea 1854,9
Other regions
6787,9 7019.5 7019.5 4817.6
Total 234186 25592,2 26363f4 23731,5 K
In relation to the annual rate of production (see Table 6), the

Community's order book, like that of Western Europe in general,

appears somewhat better filled than Japan's.

This

is a constant

feature of the order book situation, but it is purely superficial.

It results,

in fact.

from the types of vessel on the order books

since those most commonly built in Europe are more sophisticated,

construction takes longer.

This in turn means that the vessels

concerned stay on the order books lLonger than less sophisticated
vessels and that a large proportion of the work which appears to

be in hand has in fact already been completed.

What

is more,

the orders are entered earlier in Europe, where they are recorded
as soon as contracts are concluded, than in Japan, where entry

is delayed
atl,

until official authorization has been granted.
Japanese yards often build.the vessels

Above

in the year that the

order was received, since the types of vessels which they build
and their capacity lend themselves to this approach better than

European yards, where this practice

is extremely rare.

This

means that the entries concerning orders to be delivered in the
short term show no more than part of the actual level of activity -
in Japan, whereas they include work already partly completed in

the case

of Europe.
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TABLE 10- ORDER BOOKS IN THE EUROPEAN COMMUNITY (In '000
————— : 0 LGRTI)
LRS i 0ECD -
Comieti= [t ol r oty flomletiiTol | or e
w82 | 3.282 | a3 e a5 § e WS | e mm 085
Germany 757,3 9901 946,5 23,8 19,.s§§ 73,5 1,139 | 953,8| 155.3] 238
1]
Belgium 83,0 261.1 188.3 72,8 - ﬁ 85,5 | 228,2 - 20 -
Dermark 18,2 603,9 3,1 | 07,8 | 120,08 313,71 | 785 | 42.5| W05| 13,8
_{France 353,3 978,5 608, 4 370, - Ei 38,0 | 70,5 456,4 | 3341 -
Greece 61,8 s | om3| we | mal . ) ) . )
Ireland - 2,0 18,0 2.1 - - 171 17,1 - -
Italy 156,2 80,4 26,5 | 93,9 - §§ 176.6 | 3548 | 1729 168,3 13,.5‘
Netherlands | 30,0 | 488 | 30| 9.8 | - & 60| 6.9 | 36| LI 82
United King=| w49 | 711 | sS1,8| 1622 | - §§ 4208 | 6177 | 467,8| 1354 S8
Community } 25,8 | 4738,3 | 3.501,9 | 1.0674 159.1}% 2.466,7 | 8.356.2 | 2.874.7| 1.288,8| 1946

The thinning-out of the order books in 1982 was most radical in
Belgium, where one of the two largest yards virtually ceased ope-
rations because of bankruptcy Italy's order books were somewhat
fuller for the reasons outlined above, all of which encouraged new
orders. The figures set out in Table 10 seem to indicate a higher
Level of activity in 1983 than in 1982. However, as explained in the
previous paragraph, the delivery forecasts do not correspond to

the actual volume of work carried out. In view of the weak market a
further decline in activity is Llikely in 1983, as the gaps in the work
schedules of some yards from autumn 1983 onwards suggested.Comple =
tions totalling - around 2 400 000 cgrt are therefore to be expected
in 1983.



.. Employment
After the retu to stability in 1981, the numbers employed

in the Community's shipyards fell slightly in 1982 - by

2,3%, i.e. by Léss‘than output. ‘These cutbacks were due,

almost exclusively, to the contragtion.of the workforce in

Belgium, whereljobs(were lost as a result of the bankruptcy

of one of the largest yards, and in Italy, where 2000 men were

temporarily redeployed to build military vessels. for the Second

successive year more men were taken on in Germany.

! TABLE 11°: EMPLOYMENT-IN SHIPBUILDING IN TIHE
i COMMUNITY (NEWBUILDING) .
i (at the end of .the year)
1975 1978 1979 1980 1981 1982

Belgium *) 7467 6614 6258 6523 6119 5.031
Denmark 16630 12000 © 9900 11400 11350 11800
France 32500 25300 23000 22200 22200 21.600
Germany L6839 31113 27369 24784 26521 27.600
Greece . . . . 33913. 3.696
Ireland 869 840 750 750 762 882
Ttaly 25000 20000 19000 18000 16.50C | 13.750
Nether Lands 22662 17540 14540 13100 13100 | 13.100
United Kina 54550 41050 31200 24800 25345 | 25.000
Sub-total

 (without Greede) 206517 154457 132017 121551 121897 | 118.763

’ X
Total . 125288 11 122.459

{Table compiled from national sources)
*) Revised series.

** ) The figures for 1981 and onwards include Greece, the data being based

on the estmates made by the Greek industry itself. According to thea,
the Greek workforce numbered " 2316 in 1975 and 2616 in 1980.

Thus, employment in the Community's shipbuilding industry has fallen

by 43% since the start of the crisis, though production has contracted
by as much as 51%4. This difference is due mainly to the fact that
shedding jobs is not the only means of adjusting.the level of employ-
ment; another method used has been to cancel overtime, which iscommonly
worked in times of full employment. What is more,shipyards must

keep on a minimum number of workers, irrespective of how much work
there is for them, in order to remain operational; this in turn

ensures that the level of employment falls less sharply than the

level of activity.

However, by the end of 1982 the employment situation was showing
signs of deterioration not apparent from the statistics set out
above. Involuntary short-time working had increased considerably

at many yards since autumn 1982, with 25% of Germany's shipbuilding
workforce, for example, affected. Similarly, at the end of 1982

many more redundancy notices were served for 1983, particularly in
Germany and the United Kingdom.
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sharply

for oil.

in 1982,

- 18 -

Redeployment of the workforce towards related activities such as

the construction of offshore structures or repair work slowed down
with the repair sector suffering from the general
decline in shipping and the offshore sector from the slump in demand

Pbetails of the aid paid out by the European Regional Development

Fund and by the Social Fund were set out
entitled "policy guidelines for restructuring
(1).As regards the Social Fund,

report

building industry"

in the Commission'

s recent
the ship-
the new regula-

tion resulting from the re-examination of the texts governing the

objectives and the working of the Fund,

by the Council(2),will be in force from 1984.

4.3.

Market prospects and conclusions

The uncertain prospects for the beginning of a revival
trade in 1983 and the fragile hope of a slight

recently approved

in world

improvement in the

economy as a whole are still being greeted with extreme

scepticism on the part of most economic operators engaged
Come what may, the over-capacity of the
is bound to continue to depress the market.

sea transport market.

fleets

in the

In 1982 European and Japanese trade organizations announced the

revised market forecast which they made, taking
the weakering of the market.
forecasts made by the Association of West European Shipbuilders (AWES).

into account

The Table below sums up the

TABLE 12 ~ FORECASTS OF WORLD SHIPPING REQUIREMENTS

~ (AWES Study in 1982,

taking the average assumption)

million - cgrt NEW. TONNAGE REGUIREMENTS CONTRACTING - REQUIREMENTS i
for delivery during for delivery durmg '
1982 - |mid -1985] 1982 - 1982, <.
mid-1985 [mid~- 1990 mid - -1990 mid - 1985

‘0il tankers 75 7.5 15.0 3.0
‘Bulk..carriers 8.6 9.0 17,6 0.0
Largo. ships 22,7 46.3 69,0 13,8
Noh-cargo carrying 10.9 20,2 31,1 6.1
vessels
Total 49,7 83,0 132,7 22.9
‘Annual average 14,2 16.6 11.5
Apnual average ta- .
 Ling the | ion 9.9 12,6 2:4
Arnual averag ~in ) ‘4
AWES study 1980 152 | 21.9 14,1

AL_‘V,-‘ r “‘

NB . New tonnage requirements have already been partly covered by orders placed.
Contracting requirements represent orders yet to be placed.

(1 oM (83) 65 final.

(2)when this report was
were not Yet published  -in the 0.S.

issued,

the texts concerning these decisions
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The economic growth scenarios on which these data were based
have been revised downwards slightly since they were first
established. But despite the radital reduction

6f the earlier forecasts, it is generally acknowledged
that the real prospects are even lbwer than forecast. But,_uno
more than a limited recovery in the annual average product%on
level is forecast, remaining 25% below the pre-crisis peak
even at the end of the decade. Rejuirements for classes such
as oil tankers, bulk carriers and LNG carriers are expected
to remain close to zero for years to come.

Against these forecasts, the ambitious development

targets which some countries have 3et for their shipbuilding
industry are incompatible with restoring the level of activity

in the countries which have cut bagk their industry in Lline

with the market over the last six years. There is a genuine
danger that the latter will find it hardest to join in the slow
recovery expected over the second half of the decade. In other
words, there is a serious risk that the general developments will
lag well behind the world forecasts in those countries, including
the Community. There is reason to think that shipbuilding
activity in these countries has not yet bottomed out at a lLevel
where it can be expected to remain. for the next three to five
years. '

For the Community, in view of the trends indicated by the

the forecasts of AWES, and on the assumption that the Commu-
nity's shipyards manage to maintaip their share of the world
market, the annual average tonnage.of new ships built during
this period would be about 2.4 million CGRT. However for

the reasons cited above, there is a serious risk that these
conditions will not in fact be fullfiled, and as recent develop-
ments in new orders indicate, the tonnage built might prove to be
closer to 2 million CGRT. Based on.the most plausible scenario -
no significant change in the share on the Community market taken
by the shipbuilding industry in eath individual Member-State
over recent years - one can make'the following medium~term
production forecast for each Member State.
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| TABLE 13 - AVERAGE ANNUAL PRODUCTION IN THE COMMUNITY |
:
) 1976 - 1982 1979 - 1982 1983 - 1985 '

O 1000 cgrt % 1000 CQrt.! % 1000 cgrt- %

Germany . 964 28,1 721 26,7 550 to 660 27,4

Belgien: 117 3,4 108 4,0 75t0 ' 90 3,7
Denmark 403 11,7 351 13,0 (250t 300 12,4 ‘
France 467 13,6 389 14,4 280ty 340 14,0
| Greece 60 1,7 50 1,9 3540 45 1,8 |
Ireland 12 0,3 10 0,4 10 0,4
Italy 319 9,3 277 10,3 200¢g 240 9,8 |
Netherland 499 14,5 372 13,8 300t6 340 14,1 :

United Kingdom 594 17,4 419 15,5 1320 to0 400 16,4

|
Community. 3435 100 2697 100 2010to 2425 | 100 ;
i - ‘ : L
Jource : for past figures : LRS

In view of the prolonged crisis, the Commission has brought up to date

ijts policy guidelines for the sector at the Community level (1).

The Commission is endeavouring, in cooperation with the parties concerned,
to bring about the actions indicated by these guidelines and in particular
those enabling the industry to improve competitivity. 1In particular it

Wwill be desirable tc try to avoid a situation where aids are used systemati-
cally to keep all existing yards alive at all costs, and rather to use
resources on the one hand on the supply side, to encourage’ .
investments to improve productivify, and on the other hand on the demand
side,in order to improve the degree of utilisation of the yards, for examptle,
by encouraging shipowners in the Community to place more of their orders
in Community yards. The Commission will report to the Council the results
of its work in this direction which is to be considered as part of the
conclusions of this report.

As for external policy, it must be added that the Commission still feels
that one of the most important aspects is that all countries whose industry
influences the market must undertake to avoid- all action likely to disturb
the situation and in particular exacerbate their partners' problems.

With this aim the Commission has been, and will continue, fostering inter-

national cooperation in this field under the auspices of the 0ECD and

will seek solutions outside that framework if necessary, along with the

non-0ECD countries who, with their growing shipbuilding industries, now
—~share responsibility for the situation.

1) COM (83) 65 final.



APPENDIX 21

1. The tables giving the itrend of completiemsz, nmew order intake and order
boeks in the Member States' shipyards are taken from two different sources,
in the OECD and Lloyd's Register of Shipping (IRS).

Iy
-
Where the Hember States are cemcerned, the OECD statistics comstitute 0.
an official scurce but provide a more limited range of data, there L)
are sometimes differences of approach as regerds the moment when an

oxder cam be considered being booked and zs regards the classification

of vessels, they centain breaks in the ccefficients used for comversions

into cgrt and do not permit worldwlide comparisims tc bo made.

Ths figures produced by LIRS ave mot imfallible either. However, givem

that they present & wider ramge of data sud thet - over a period ¢f iime -
the figures im cgri ave wore comparsble, it has Leen comsidersd preferable
to use this seurcs for scommentaries as the objectivs is to presemt
homogensous references and, moreover, they are beimg used worldwide hy
thosg comuermed with thess matters. Ths disorepamciss bheatween the two
sonrces originate mainly from different thinkimg sbout the moment whan

o ovder is regardsd s being defimite, in the classification of veszals
and in the coelficienis for comversion inte cgrt comcsrming ths yeuya 1976
and 1977. Despite certain differemecss which can somstimes aerise from

this, the itwo sets ef data show iremds whioh gemerally poimt in the

sama direction. Simes the divergences bastween the iwo soureces ave only
randon, and the present repert is emsentially cowcerned with iwdicatimg
tho mzin tremds, the refersnce to only ome souvee ie gemerally of no
COREEQUeNCce ,

2. cgrt = cowpensated grows registsred tom, a messursement which tales socoumt
of the voluma of work that gwes inmlc bullding s vessel, caloulsbad om the
banis of $hs grt amd of zpscisl csefficlents for &ilferent vessel iypen

and sizes (grt z sosfficismt = sgrt). Hew ceefficiemis for ogrt calonlsiions
were agreed upolsn by the OECD im 1977. The LRY figures for 19756 are baued
cp ANES coefficients, which were the besies for the new O0ECD figures for 1976
ars howsver based on OBCD 1967 coefficients, which divergs markedly from
the new coefficiemts for certain types of ship. This explains why certain
1976 OECD values sre not st all compareble with the other msries.





