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SYNOPSIS

Recognising the interdependence of shipowners, shipbuilders and equipment suppliers, both nationally and
internationally, this paper reviews future opportunities for the whole marine industry. Shipping, shipbuilding and
shiprepairforecasts are used to deduce overall prospects in the 1990s. Ways in which companies can make the most
oftheir opportunities by marketing the rightproductare discussed. Standards testing and certification are considered.
UK national shipbuilding standards compare unfavourably with those of many other European countries because
shipbuilders in the past produced their own documentation. Marine equipment standards are also lacking in many
areas. This couldput the UK ata significant disadvantage ifother countries’ standards are used to develop European
or International standards to which UK shipbuilding methods and equipmentdo not conform. Testing and certification
arrangements are better organised in the UK however, and this should give an advantage but Classification Society
requirements need to be harmonised to prevent the UK shipbuilderfrom having to meet more stringent requirements
than his competitor. The paper concludes that the main actions which the UK marine industry must undertake to
prepare itselffor the Single European Market, apartfrom actions by individual companies in marketing the right
products, are in ensuring the developmentofacceptable European and International standards and the harmonisation

of Classification Society requirements.

INTRODUCTION

This paper is presented by the British Marine Equipment
Council (BMEC) and, in particular, by the BMEC working
party on the Single European Market (SEM). The BMEC has
always recognised the interdependence of the three main
sectors of the marineindustry; shipowners, shipbuilders, equip-
ment suppliers and service companies, in collaboration with
financial institutions and with the additional, very important,
requirement for Government support. This is not meant to infer
that the three main sectors should only trade nationally. In the
UK the equipment suppliers have only survived the recent lean
years by exporting and they now, generally, export well over
half their output. UK shipbuilders must be free to purchase
equipment from abroad and UK shipowners must similarly be
free to build their ships abroad, but the three sectors should
work closely together because it should be possible for the
ultimate customer, the shipowner, toget the bestdeal by buying
his ship from aUK shipbuilder and by using British equipment.
As the SEM comes into existence itwill become progressively
more important for the European sectors, rather than merely the
national ones, to collaborate.

Because of this interdependence, this paper attempts to
review and forecast the opportunities arising from the SEM for
the whole marine industry. It must consider national aspects
and, since the shipowner is the ultimate customer, it starts with
the UK shipowner although the General Council of British
Shipping (GCBS) paper will have covered this in greater depth.

SHIPPING PROSPECTS

The GCBS presented a very strong case to Government
Ministers before the budget for some measure of financial
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support to shipowners to reduce the disadvantage under which
they operate compared with other EC members and most other
major maritime countries including the USA and Japan. The
BMEC supported this case to Ministers because, like the
GCBS, itbelieved that without some measure of Government
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support, not to give an unfair advantage but
to restore parity with competitors, the UK
fleet would continue to decline in size and

increase in age. No recognition of this case Year
has been given and so, although the cam-
paign will continue, it must be assumed that
the UK fleet will continue to decline until 1975
recognition, which may be too late, is given. 1976
The EC, on the other hand, has pledged ig;g
support to shipowners. It is convinced that 1979
incentives are required at Community and 1980
national level to register ships within the 1981
Community and to man those ships with 1982
Community seafarers. It has stated that such iggi
objectives can be achieved only if the oper- 1985
ating conditions of the Community fleet 1986
improve its competitive position in theworld 1987

market.

World trade is increasing and so world
shipping prospects are improving but the
fleet is ageing. With the EC commitment to
shipping, European fleets will prosper and
shipbuilding requirements will increase. British shipping has
excellent managementand potential but operates under amajor
disadvantage because it lacks the Government support which
its competitors have.

WORLD TRADE DEVELOPMENT

Shipbuilding is experiencing a revival and shiprepairing an
even better revival. This recovery is dramatic compared with
the recessionary years of the mid-1980s when many yards
worldwide disappeared under the pressure of low demand and
losses, and significant commercial shipbuilding ceased in
some Northern European countries.

The revival is due to various factors. There has been a
general improvement in the world economy because of the
expansion of domestic demand in the Organisation of Eco-
nomic Co-operation & Development (OECD) countries and
the strong economic growth of Asian NICs. This resulted in the
expansion of export and import trades leading to an improve-
ment in world seaborne trade of about 3% in 1987 and 6% in
1988 (Table 1). In particular, there was an increase in the
movement of oil from the Middle East to the USA, bulk
products to the USSR, Japan and Chinaandraw materials to the
developed countries. In 1987/88, the favourable shipping market
situation led to owners’ improved finances - and the improved
optimism as to the future level of freights led many owners to
invest in new tonnage, particularly tanker tonnage.

Owners also reactivated vessels to meet increasing seaborne
trade demand and began to spend more money maintaining
their vessels, as both second-hand and newbuilding prices
began to rise. Most sectors of the marine industry are optimistic
that the recent trend of higher freight rateswill generally persist
forabout 4 or 5 years, although there will be peaks and troughs,
but newbuilding demand will remain relatively good.

In the medium term of 4 or 5 years, it is likely that we will
continue to see world seaborne trade increasing at around 2%
in volume per year. The economies of the OECD will continue
to grow at a forecast rate of about 2% and the Asian NICs are
expected tohave positive growth in the next few years although
growth may be at a somewhat slower pace.

Drewry Shipping Consultants Ltd have analysed the current
world fleet and its age profile against the world seaborne trade
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1988 estimate

Table |: World seaborne trade 1975-1988 (tonne-miles)

d . Other  Total
Crude  Qil N coal  Grain  cargo  trade
ol products Ore - iilion) (hillion) estimate estimate
(billion)  (billion)  (billion) (billion)  (billion)
8885 845 1471 621 734 2810 15366
10199 950 1469 501 779 3035 17023
10408 995 1386 643 801 3220 17453
9561 985 1384 604 945 3455 16934
9452 1045 1599 786 1026 3605 17513
8219 1020 1613 952 1087 3720 16611
7193 1000 1508 1120 1131 3710 15662
5212 1070 1443 1094 1120 3560 13499
4478 1080 1320 1057 1135 3510 12580
4508 1140 1631 1270 1157 3720 13426
4007 1150 1675 1479 1004 3750 13065
4640 1265 1671 1586 914 3780 13856
4671 1320 1728 1653 1061 3840 14273
5080 1350 1870 1740 1070 4060 15170

Source: Fearnley's Review 1988.

volumes of the recent past and their forecast increases. They
have concluded that shipowners’ requirements for new ships
will increase.

EUROPEAN SHIPBUILDING

In 1977 output of the current EC shipbuilding nations
(namely the 12 members excluding the Irish Republic and
Luxembourg) was 7 670 000 grt, equal to 27.9% of the world
total. In 1988 the combined output amounted to 1445 000 grt,
which represented 13.5% of the world total. Consequently, in
the space of 10 years, output had declined to only 19% of its
1977 level, and market share was less than half the 1977 level.
Of the world’s leading shipbuilding nations only the USA
registered comparable percentage reductions, and that was
from amuch smaller base. During the same period employment
in shipbuilding in the Community fell by over 50%, and the
Commission believes a further 30 000 jobs are at risk up to
1992. Community shipbuilding policy is founded on a Council
of Ministers Resolution dating back to 19 September 1978
which envisaged a much smaller industry concentrating on
specialised, niche marketsof a highly technical nature. That, by
and large, this is what has developed in Western Europe is
something ofacoincidence, given that many of the instruments
of policy identified at the time (scrap and build programmes,
R&D co-operation Community-wide, standardisation/harmoni-
sation, and bi/multilateral agreements) have never really been
implemented.

Although the Community has areadily identifiable policy in
shipbuilding, based upon the Sixth Directive, ithas come under
considerable criticism from within its own institutions for
dealing only with the symptoms of decline and not the causes.

The result of this internal questioning is likely to be a
concentration on longer-term planning and a rigorous search
for solutions that cut through the self-perpetuating cycle of
subsidies and aid.

Between 1977 and 1988 world shipbuilding output had
fallen dramatically, the Far East had become the dominant
shipbuilding area and there was a gross world over-capacity.
Even if the whole of European shipbuilding had been elimi-
nated, there would still have been an excess of capacity over
demand worldwide.



Table Il: Forecast newbuilding output*, 1988-1997

(Million dwt)

1988-92 1993-97 1988-97
Oil tankers 38.0 94.0 132.0
Dry bulk carriers 44.0 59.0 103.0
Combined carriers 8.4 10.2 18.6
Containerships 10.2 14.7 24.9
Gas carriers 3.7 6.1 9.8
Chemical tankers 4.2 4.6 8.8
General cargo vessels 13.0 15.7 28.7
Total 1215 204.3 325.8

‘Vessels over 10 000 dwt.
Source: Drewry Shipping Consultants Ltd.

Table Ill: Summary table: aggregate newbuilding output,
1988-1997
(Million dwt, grt, cgrt)

Vessel type Unit of measurement

dwt grt ogrt
Dry bulk carriers 103 60 28
Oil tankers 132 75 33
Combined carriers 18.6 109 55
Containerships 249 22.6 22.3
Gas carriers 9.8 9.8 91
Chemical tankers 8.8 4.9 4.4
General cargo vessels 28.7 21.3 29.4
Fishing vessels (2.5) 3.6 14.4
Vehicle carriers 2 5 85
Supply vessels 15 (1.4) (4.2)
Passenger vessels and ferries 13 6.5 13.7
Others 9.2 25.3
Total 333.1 230.2 197.8

Note. Figures are shown in brackets where dwt/grt ratio is not
meaningful.

Source: Drewry Shipping Consultants Ltd.

Demand is now rising and Lloyd’s List reported in March of
this year that Japanese yards were at full capacity. In the same
month San Diego shipyard took the first large merchant ship
order in the US since 1984. In the last 2 years the cost of a new
ship has doubled. Shipyards worldwide are beginning to pros-
per once more. European yards, with financial support from the
governments within the rules of the Sixth Directive, are also
showing improved prospects. These are likely to continue.

BRITISH SHIPBUILDING

During the collapse of the shipbuilding market in the 1980s,
many of Britain’s competitors reduced their shipyards to care
and maintenance with state support. Many UK yards were
closed down and there are now two yards, Harland & Wolffand
Kvaemer Govan, which are still capable of building the largest
vessels. One of these is Norwegian owned and the other part-
owned. The warship yards remain and are capable of building
commercial vessels. Swan Hunter is doing so. The medium and
small shipyards are all operating at or near capacity.

In addition to the unfortunate reduction in UK shipbuilding
capacity, UK shipyards operate under a handicap relative to
their European competitors. Some of the European yards
building ships with financial support under the Sixth Directive
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rules are allowed to make a small profit. In the UK, the
Government stipulates that shipbuilders must only break even.
This represents an obvious restriction to the long term prosper-
ity of UK yardsand their ability to modernise and invest in new
equipment.

NEWBUILDING PROSPECTS

The newbuilding forecast for each of the main vessel types
is shown in Table Il. Viewed from the perspective of a 20 year
low in newbuilding output, the projections might appear some-
what optimistic. However, in an historical context they would
only restore production to 1984 levels (for the period to 1992)
and to 1977 levels (for the period 1993-97). The main stimulus
to demand in the 1990s will be vessel replacement, and the
forecasts are subject to the degree to which life extension
programmes will delay fleet renewal. If owners are successful
in extending vessel life beyond the implicit levels in the
forecasts there will be a corresponding delay in newbuilding
activity. Naturally there will also be acompensating increase in
shiprepair activity.

The vast majority of tonnage that will be built in the 1990s
will be tankers and dry bulk vessels. In dwt terms some 70% of
output will be accounted for by these two vessel types. Between
1984 and 1987 they accounted for 60% of output, but the age
profile of the tanker fleet in particular means that bulk tonnage
must constitute agreater share in the 1990s. However, itis easy
to overstate the importance of tankers and bulkers to the
shipbuilding industry, since their combined share of output
measured in grtis forecast to be less than 60% over the period,
while interms of workload (cgrt) they will account for less than
one third of the total market. Of almost equal importance to
shipyards will be containerships, general cargo vessels and
miscellaneous and non-trading vessel types. Clearly the impor-
tance of these categories for European yards will be greater still
(Table 111).

Table IV shows the potential fleet development for major
vessel types during the period. Over the 12 years from 1988 the
total fleet is forecast to expand by only 12% on a dead-weight
basis, and 17% in vessel numbers, indicating a low underlying
growth in vessel demand.

EUROPEAN SHIPREPAIR

Shiprepair in Community nations has experienced many of
the same problems as shipbuilding in its recent past. With
virtually identical cost structures and, in many cases, the same
labour and facilities, the fortunes of the two industries are
closely interconnected. The volume of trade which Europe
enjoys means that there is a continual and assured pool of
vessels to which EC shiprepairs can market their services.

Naturally, competition on an international front is also a
major factor in shiprepair and in the 1980s Singapore estab-
lished itself as the price leader and major centre of the industry
- not necessarily in terms of total revenue or even number of
vessels repaired, but as representing the most effective mix of
low cost and high quality work. Due to the worldwide trading
of most large tramp vessels and the flexibility that has devel-
oped on drydocking intervals, owners have been well placed to
manoeuvre their ships to the low cost facilities of the Far East
(Singapore and Korea especially) at the expense of European
(and Japanese) Yards.
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Table IV: World fleet development 1988-2001

1988 1991

No awt No awt
Tankers 5902 237.4 6075 240.1
Combined carriers 284 33.7 275 32.7
Gas carriers 772 11.6 909 12.6
Chemical 1437 141 1584 15.6
Bulk carriers 4626 190.5 4549 197.2
General cargo 19416 105.2 19 354 105.0
Container 1118 23.6 1236 27.8
Other 42 055 13.7 43 714 14.2
Total 75 610 629.8 77 696 644.7

Source: Drewry Shipping Consultants Ltd.

Against this background, Community shiprepairers have
been forced either to adapt to changing market conditions or to
go out of business. There have been a number of casualties in
this process but, equally, the much freer commercial environ-
mentof shiprepair internationally (ie the lower level of govern-
mental aid) has enabled the industry to restructure itself through
mergers and takeovers which have produced a more stream-
lined and cost-effective profde. Thus, there has been a reason-
able incentive for acquisition and takeover to produce capacity
reductions (both of docks and of labour), lower fixed costs and
greater marketing strength. In West Germany, for instance,
shiprepair on the Weser has been concentrated in the Bremer
Vulkan group, which controls Lloydwerft, Schichau-Seebeck-
werft and its own facility at Vesesack while, in Hamburg,
Blohm & Voss has taken over much of the old Ross Industries
capacity. In the UK it is Peter de Savary’s Highland Partici-
pants group which has brought the most rigorous restructuring
to the scene with their acquisitions of major repair facilities at
Falmouth and on the Tyne at Wallsend and North Shields. In
the Netherlands, Wilton Fijenoord and Verolme Botlek have
been drawn together under asingle holding company .while the
acquisitions of the Damen group have further concentrated
ownership. In both Spain and Italy, the rationalisation has been
achieved under the aegis of the state-run companies AESA and
Fincantiri, and a similar conjunction of Lisnave and Setenave
is being progressed in Portugal.

SHIPREPAIR PROSPECTS

The number of old vessels within the fleet will begin to
decline after about 1994 for most sectors of the world fleet. The
more modem age profile of the fleet, with increased automa-
tion which accompanies reduced manning, will require repair
yards to adjust their services accordingly.

This will have some effect on the structure of yard labour
forces. However the total fleet is expected to grow during the
period. This will offset the lower repair demand caused by the
reduction in average age.

There has been a rise in shiprepair work and revenue
worldwide since 1986 and in the short-to-medium term, up to
about 1994, total market size will continue to rise because of:

1. arelatively buoyant shipping market- ie mostowners will
be in profit and will spend more on vessel maintenance;

2. an ageing fleet will demand more frequent docking inter-
vals;

3. aslight increase in fleet size.

Table V shows forecast repair activity by vessel type.

The current shiprepair industry is dominated by Europe
(North and South) and Asia (S Asia and the Far East). Within
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1994 1997 2001

No dwt No awt No dwt
5734 223.9 6122 2385 6410 250.2
271 31.8 263 30.4 245 28.4
1317 154 1530 17.7 1698 19.1
1828 181 2019 19.9 2265 224
4667 207.8 4511 2134 4646 213.7
19 586 105.8 19 455 104.4 19 493 104.6
1475 339 1752 40.9 2102 48.9
45 911 14.9 48 796 15,5 51 723 16.1
80 789 651.6 84 448 680.7 88 582 703.4

the large ship sector the market is fairly concentrated, with a
handful ofyards in Singapore, Korea and Portugal holding key
positions.

Drewry forecasts of shipping trade indicate a shift towards
SE Asia and the Far East, to the detriment of Europe. Repair
prices however could favour Europe as inflationary pressures
and poor labour availability in Korea, Singapore, Taiwan and
Japan lead to higher repair charges in Asia. Changes in ‘qual-
ity’ are less predictable, a major issue being the ability of the
different regions/yards to hold on to skilled labour in an
industry which has shed many permanentemployees and faces
severe competition for the best men from other industries.

Overall, in contrast to newbuilding developments, changes
in shiprepair activity levels should favour N Europe, including
UK, as those vessel types which tend to be repaired most often
in the region, such as gas carriers, passenger ships, ferries and
containerships, will generally tend to outpace the overall
market in total repair-load. This is only one aspect, however, of
a complex equation of price levels, capacity, vessel trading
patterns and competitive developments which will ultimately
determine the regional distribution of workload.

OVERALL PROSPECTS FOR THE MARINE
INDUSTRY IN THE 1990s

From the foregoing sections it is concluded that the 1990s
are likely to see a more stable, orderly shipping industry. While
not forecasting a boom in shipbuilding or shiprepair the effi-
cient, productive yard will prosper. One potentially serious
problem facing the industries, though, is a shortage of skilled
labour which may serve to reduce capacity below the levels
suggested by the physical facilities in existence. Shipping
worldwide will increase as world trade increases. European
fleets will prosper but British fleets will continue to decline
unless the handicaps under which British shipowners operate
relative to their competitors are eliminated. World shipbuild-
ing demand is rising significantly and so are prices, so ship-
yards are beginning to prosper again. European shipyards, with
national support in line with the European policy to help them
to match the lower prices available in the Far East, are sharing
in this prosperity. UK shipyard capacity has been severely
reduced during recent years and individual yards are prevented
from making a profit on orders which are supported by the
Intervention Fund. This has restricted investment in moderni-
sation. Despite this, the British yards which remain are bene-
fiting from the increasing requirements. In shiprepair, there has
already been an increase worldwide which will continue.
European and UK yards are likely to gain, preferentially, from
this.



Table V: Forecast shiprepair activity: workload (Index
1985 = 100)

Vessel type 1987 1988 1990 1992 1995 2001
Tankers/combis 110 116 116 130 115 105
Dry bulk carriers 111 128 133 138 133 149
General cargo/containers 99 110 118 119 117 125
Gas/chemical 126 131 138 157 170 193
Other 109 117 122 128 126 136
Total 106 117 122 128 123 130

Source: Drewry Shipping Consultants Ltd.

The UK marine equipment industry is smaller than it was
and the companies which remain export the majority of their
production. They are also benefiting from the increasing re-
quirements worldwide while placing particular emphasis on
collaboration with, and marketing to, British and European
yards and owners.

MAKING THE MOST OF MARKET
OPPORTUNITIES IN EUROPE

In the approach to 1992, the two main sectors of the marine
industry which are interested in the increased opportunities and
potential pitfalls arising from the Single European Market are
the shipbuilders and shiprepairers and the marine equipment
suppliers. These two sectors are represented respectively by
the Shipbuilders & Shiprepairers Association (SSA) and the
British MarineEquipmentCouncil. Both SSAand BMEC have
recognised, in this context, the prime importance of standards
and the harmonisation of testing certification and acceptance
requirements. This subject is discussed in greater detail later in
the paper while this section concentrates on marketing aspects.
Most of the suggestions might be considered no more than
commonsense but are nevertheless worthy of consideration.

The product and its specification must be right for the
European market. That may mean that different specifications
are needed for different countries and the specification will
involve standards. Companies should look carefully at the
requirements of the country which they seek to penetrate and
make sure that their product meets them. This may include
integration into larger equipments or systems.

Legislation is important. Products will have to meet type
approvals in the importing country and there is no indication
that these will be harmonised with UK type approval by 1992.

Quality and repeatability of product is paramount and the
UK has already gone a long way to rectify its poor reputation
in this area, but constant attention to detail is still necessary.
Qualifications for quality assurance (under eg BS 5750 in
which the UK leads many other countries) are important butdo
not guarantee thatthe product which will be supplied will be fit
for the purpose.

Manuals and documentation are a key part of the product
and may need to be translated into several languages.

Product support and after sales service, including spares,
worldwide are important and companies should examine their
infrastructure to ensure that they can meet this requirement.

Price is always an important, and frequently the most
important, consideration. A clear distinction between initial
price and cost of ownership should be made and the seller
should be sure that he understands the relative importance
which the prospective customer places on these.
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Delivery and lead times must be considered carefully and
this is another area in which UK companies must be particu-
larly careful because of past reputations.

Competitors should be assessed and companies may learn
from them. Competition in Europe comes from outside the
EEC as well as inside it. The potential market must also be
taken into account to decide whether the cost of effective
competition is justified.

The location of decision makers is a factor which is some-
times overlooked. A company may be selling to a Far East
shipyard for a ship on order by a European owner and an
understanding of who is making decisions is important in
deciding how to penetrate the market.

The optionsofdirectselling from the UK base; using agents;
and collaboration, partnerships or acquisition of a subsidiary
company must be evaluated. Direct selling has shortcomings
unless the company knows the potential customer and country
very well. A local agent is probably the most common ap-
proach, especially when starting in a new territory. The agent
can be a distributor or a representative and it is important to
distinguish between them and to obtain proper legal advice
because EC Competition Law is complicated. Broadly, a
company can put restrictions and obligations on adistributor to
protect him and give him exclusivity but this is not allowed
with a representative. The third option of collaboration, part-
nership or acquisition is probably the most powerful approach
and may be the only method which will succeed in some
markets, but it is potentially the most expensive and compli-
cated.

During aconference lastyear, BMEC asked a German agent
to give his advice on how UK companies should make the most
of their opportunities in Europe. He said that the main long-
term challenge was to ‘thinkEuropean’and to consider also the
requirements of the Greek, French, Italian, Spanish and Ger-
man customers. He recognised the difficulty in this challenge
but considered it very important, especially for a country with
a long tradition of exporting to the British Empire and the
English speaking world community. As a German agent, he
considered it his task to pass information on his market to his
principal so that he could consider German viewpoints, accept-
ing that the latter may not be able to ‘Germanise’ his products.

The other main points which the German agent made were:
that delivery on time is paramount (British Industry must lose
the reputation which causes the German purchaser to raise the
penalty for late delivery from 0.5 %to 2% per week); thatprices
quoted FOB are inadequate and realistic CIF-yard or CIF-
continental portprices are essential; that leaflets and brochures
in the correct language are required and translations must be
accurate (the sewage plant which was described as a sewing
machine was not ordered); that drawings in the locally ac-
cepted format should be produced (British drawings were often
criticised more than Japanese ones in Germany); and that
products adapted to local requirements, with acceptable colour
schemes and styling and with good after sales service and
prompt response to claims, can win long term customers.

STANDARDS

Standards, and the way in which they are used in manufac-
tures testing and certification, are the foundations to ensure
quality and acceptance in accordance with contracts and speci-
fications.

It should be comparatively easy to market a product which
conforms to effective standards which are accepted throughout
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the SEM and the sales team will be able to concentrate on other
factors such as price, delivery etc. Unfortunately, the converse
is true. Standards which are not generally accepted and to
which other countries’ products do not conform can be used as
technical barriers to exclude those countries’ products.

During the years of nationalisation and the shipbuilding
recession, British shipbuilders produced their own documen-
tation to supplement BS 5750 where there was no appropriate
manufacturing standard. This documentation was never proc-
essed to form British Standards, however. Individual warship-
builders developed their own manufacturing standards, which
form part of their overall quality plan in achieving ‘NATO
requirements for an industrial quality control” AQAP1 Certifi-
cation, but national shipbuilding standards generally are lack-
ing. Many marine equipment standards are also lacking or are
out of date because pressures on manufacturers have caused
standards work, via BSI committees, to be neglected. This is
not generally so in other countries in Europe and elsewhere. In
many of these countries national standards exist and are used,
and are in the process of being transformed into ISO and CEN
or CENELEC standards. Some of these standards are not
acceptable to UK shipbuilders and equipment suppliers be-
cause UK products would have to be redesigned in order to
conform to them. Thus there is an urgent need for resources to
produce national standards, which can be used to develop
international ones, or to ensure thatother national standards are
modified to suit UK interests in the process of transforming
them into international standards.

For many years the Community sought to remove barriers
resulting from different standards by adopting Directives set-
ting out the detailed requirements products must satisfy in
order to be entitled to be sold freely throughout the Commu-
nity. This proved a slow process because of the detailed nature
of the proposals and the difficulty of obtaining the unanimity
required by Article 100 of the Treaty of Rome.

On 7 May 1985, the Council of Ministers adopted a Reso-
lution setting out a ‘New Approach to Technical Harmonisa-
tion and Standards’. Under the ‘new approach’, Directives will
set out the ‘essential requirements’ relating to safety etc,
written in general terms, which must be satisfied before prod-
ucts may be sold in the UK oranywhere else in the Community.
European standards, and during atransitional period approved
national standards, will fill in the detail and be the main way for
businesses to demonstrate that these ‘essential requirements’
have been satisfied. In general all products must satisfy the
‘essential requirements’ before being put on the market, even
if there is no intention that they should be sold across national
boundaries.

These ‘new approach’ Directives apply throughout industry
and they are becoming increasingly well understood. Never-
theless, the UK marine industry will be at a severe disadvan-
tage unless considerable effort is devoted to national and inter-
national standards committee work to ensure that the standards
which result are acceptable to the UK. The resources involved
in this task will be considerable and the SSA and BMEC are
already investigating how they can be provided.

TESTING AND CERTIFICATION

Producers and purchasers generally need to know with
confidence whether a product conforms to a standard or speci-
fication. This is a market requirement which is met by testing
and certification. But testing and certification can result in
repeated checks being made on the same product at consider-
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able cost to the producer; and this can amount to a substantial
barrier to trade. The purpose of accreditation and mutual
recognition, and to a degree certification, is to reduce the need
for repeated checking.

Testing is undertaken by manufacturers to check that their
product performs satisfactorily. It can also be undertaken by an
independent test laboratory to demonstrate to a third party and
give confidence that a product conforms to a standard or
specification. The accreditation of test laboratories formally
recognises their competence by a process of expert technical
assessment of all aspects of their operations which contribute
to the production of reliable results against criteria. In the UK
it is undertaken by the National Measurement Accreditation
Service (NAMAS) operated by the National Physical Labora-
tory, part of the DTI. There is also regular surveillance and
periodic re-assessment.

The concept of accreditation of test laboratories is gaining
increasingly wide acceptance elsewhere in Europe. Without
intervention from the European Commission, a network of
bilateral agreements for mutual recognition of test results is
beginning to develop. The UK, for example, has bilateral
agreements on calibration of laboratory equipment with sev-
eral European countries. The adoption of European standards
on the basic criteria for the operation of test laboratories and for
their accreditation (the EN 45000 series), will speed this
process of mutual recognition. There is also a developing
framework of international fora, which has also taken place
without intervention by the European Commission.

Certification is defined as action by a third party to demon-
strate with adequate confidence that a product conforms with
a specified standard or other documents. In the UK, certifica-
tion bodies undertake the certification of companies’ quality
management systems and product conformity. Assessment of
quality management systems is usually against BS 5750, which
is identical with 1ISO Standard 9000 and European Standard EN
29000, so the UK is in the lead in this area. Certification bodies
also have to be accredited and this is done in the UK through
the National Accreditation Council for Certification Bodies
(NACCB).

Product certification is given by an accredited certification
authority, taking into account a company’s quality manage-
ment system and the product’s testing by an accredited test
laboratory.

Testing and certification arrangements in the UK are better
organised and more clearly specified than in the rest of Europe.
The European Commission wishes to regularise the system
throughout Europe. In July 1989 it adopted a Communication
to the Council setting out a global approach to testing certifi-
cation, including a draft Council decision on the modules for
testing and certification to be applied to Directives under the
‘new approach’. Italso stressed the importance ofencouraging
member states to implement EN 45000 (the criteria for evalu-
ating testing and certification bodies). Where member states
without accreditation systems have to notify testing and certi-
fication bodies, they will be obliged to send to the Commission
documentary evidence that the bodies they have selected are
competent.

In December 1989, the Council of Ministers adopted a
Resolution on testing and certification. This sets out five
‘guiding principles’ which take account of the European
Commission’s main proposals. They are:

1. a coherent approach to conformity assessment in Com-
munity Legislation;

2. thepromotion, in member states and at Community level,
of the EN 29000 (BS 5750) series of standards on quality
assurance and of the new EN 45000 (BS 7500) series of



standards on the competence of test laboratories and
certification bodies; of the development of national ac-
creditation systems; and of the use of inter-comparison
techniques between laboratories;

3. the establishment of a ‘flexible and non-bureaucratic’
European organisation for testing and certification;

4. studies, with a view to Community measures to address
the possible negative effects on the single market of
different levels of development in national quality infra-
structures;

5. as regards non-Community countries, the promotion of
international trade, including, by mutual recognition,
agreements between the Community and non-Commu-
nity countries.

The Community regulations will ensure that the ‘CE’ mark,
which will be shown on products which are certified under the
regulations, is the tangible sign of their conformity to Commu-
nity rules.

As far as non-harmonised national regulations are con-
cerned, the Commission intends to take steps to ensure that the
requirements of mutual recognition are applied in full through-
out the EC without any possibility of this being contested by
national authorities. This will be achieved by recognition of
competence and transparency according to objective criteria. It
is important to note that the Council is called on by the
Commission to draw up a policy not simply restricted to
certification, ie certifying conformity to specification, butin a
larger area to include conformity assessment, which covers a
much wider field and involves testing, quality systems, certi-
fication and accreditation.

The Commission’s proposals on certification and testing are
far reaching and it will be some years before they are fully
implemented. The UK should be well placed for this. There is
the additional problem, however, of the Classification Socie-
ties. For ships, these societies operate an additional layer of
supervision and control and those applied to the UK ship-
builder are often more stringent than elsewhere. The extracosts
involved can be large. There is an urgent requirement to
harmonise this aspect of certification. This has started through
the International Association of Classification Societies (LACS)
but a lot remains to be done.

CONCLUSIONS

1. World shipping fleets will increase in the next 10 years.
European shipowners will prosper but UK fleets will
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continue to decline unless Government support to UK
shipowners is increased in line with that enjoyed by most
of their competitors.

2. World shipbuilding demand is now rising from the very
low level of the late 1980s. Shipyards worldwide are
beginning to prosper and Japanese yards are full. Costs
have increased and in some cases doubled. European
yards are showing improved prospects and these are likely
to continue. UK shipyards have significandy improved
order books but are being held back in their ability to
modernise and invest in new equipment by national rules
for contracts which are supported by the Intervention
Fund.

3. UK companies must ensure that their products are rightin
every respect for the European market. All the factors
listed in the section on making the most of market oppor-
tunities must be considered.

4. UK shipbuilders and equipment suppliers are generally at
a significant disadvantage relative to their European
competitors so far as standards are concerned. Consider-
able efforts and resources must be devoted to national and
international standards work to ensure that those stan-
dards which are eventually applied throughout the Single
European Market are acceptable to the UK.

5. The UK should be well placed so far as the testing and
certification requirements which will result from EC
requirements are concerned.

6. The UK shipbuilderis frequently ata serious disadvantage
because of more stringent Classification Society require-
ments than those applied to his competitors. This aspect of
certification must be harmonised as soon as possible
through the International Association of Classification
Societies.

7. The main actions which the UK marine industry must
undertake to prepare itself for the Single European Mar-
ket, apart from individual actions by companies under
item three above, are in the standards area (item four
above). Harmonisation of Classification Society require-
ments is also urgently needed.
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P G Hammersley

Discussion

J Stansfeld (Lloyd’sRegister) I am afraid I cannot fail to pick
up the gauntlet that has been thrown down to the classification
societies and |1 would just like to ask Adml Hammersley what
he bases his conclusion number six (p 399) that a UK ship-
builder is frequently at a serious disadvantage because of
more stringent classification society requirements than those
applied to his competitors. Classification is an international
certification system and one that is applied not only to UK
yards but also to yards in Europe and in the Far East, and,
although we probably have the lion’s share of the business in
the UK, we also apply the same standards to yards elsewhere,
so | do not think that you can lay the blame at the door of the
classification societies for the decline of the UK shipbuilding
industry. It may be that the statutory requirements differ in this
country with those of others and that of course is a matter for
harmonisation at the European level, and a very valid matter
I think. In the second part of that conclusion you talk about
harmonisation of classification society requirements and har-
monisation in the European sense. If you talk to DG3 about
harmonisation of technical requirements the one thing they do
not mean is a levelling down of standards, in fact DG3 are
particularly atpains to pointout that they want to have a higher
level of standards in the European marine industry than is
present internationally. Now that may or may not be realistic,
butthat is the direction they areaiming in and notata levelling
down of standards. In thatconclusion you touch on aperennial
problem for classification societies which is that one moment
we are being criticised for having far too stringent standards
and the next moment, after a disaster or an accident, our
standards are far too low, and we are always walking a
tightrope between these two facts. To suggest that our ap-
proach to the European market should be to reduce our
standards certainly does not go down well with us and that is
the very last thing we are going to do | am afraid. | agree that
there is scope for harmonisation within IACS and that is
already going on; the problem is generally not within IACS
but with some of the other societies, | would suggest.

Rear Adml P G Hammersley (British Maritime Equip-
ment Council) First of all, of course, this was not meant as a
criticism of Lloyd’s Register and certainly I heartily agree that
there should notbe a levelling down of standards. | amjustre-
reading the conclusion and I do not think we actually inferred
alevelling down, we were talking about a harmonisation. 1do
believe, and certainly the shipbuilders and some of the equip-
ment suppliers who are involved, to whom I talked, do tell me
that they do get different standards imposed by different
classification societies in different parts of the world, and that
from time to time they do suffer a competitive disadvantage
because of the higher standards that tend to be applied in this
country. I repeat, I did not mean to infer that those standards
were wrong. What | was trying to put over was that | believe
very firmly that the standards should be harmonised so that
everybody gets an equal chance. I think that is really the main
point. The subsidiary point which you make about the in-
volvement with standards generally, and the lack of clarity
about what standards are going to be involved in the directive.
Yes, you and | both know that because we have both been
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involved in the meetings with SSA and BMEC that have been
involved in this, and certainly we see ourselves going forward.
lam talking now about SSA and BMEC and, hopefully with you
and the commission people, will be able to resolve the way
ahead on what standards should be produced. As you know the
commission view is that they are willing to go along and produce
a directive which is acceptable to the industry generally. We
hope to continue that dialogue.

G B Alexander (Balmoral Group) Adding further to what
Adml Hammersley hasjust said, I do not think for amoment that
there is anything the matter with the level of standards that have
been laid down by Lloyd’s Register of Shipping. Itis the attitude
and the experience, or possibly lack of it, in the way it has been
laid down and carried out on site that is questionable. | firmly
stand by that after yearsofexperience ofwatching what has been
done or what has not been done. So | do not think that the laid
down standard, according to the book, is in question and I do not
think that is what Adml Hammersley meant.

Sir Frederic Bolton (British Maritime League) The classifi-
cation rules were laid down for the benefit of underwriters, for
them to decide what rates of premium to charge for particular
ships, and surely one of the problems here is that underwriters
still will not differentiate between one classification society and
another. If this is a real problem, I should have thought it is the
sort of thing which ought to be firmly impressed upon under-
writers, to make them realise that other classification societies
do not do as well for them as Lloyd’s Register.

G B Alexander (Balmoral Group) I reiterate what | said earlier
today. Itis such acontentious issue and provokes such comment
from every source that | think that it is only right and proper that
someone, somewhere, organises a seminar so that this whole
matter can be thrashed out at quite a high level.

J W Templeton (American Bureau of Shipping) | would just
like to support Lloyd’s Register in stating that we do try and
harmonise through IACS, but maybe it is the human interpreta-
tion of a standard set down which needs reviewing. That is
something which | think is necessary that we look into, with
regard to quality control and quality insurance within the clas-
sification societies themselves, to ensure that each of their
engineers throughout the world, because we are working as a
worldwide classification society, does in fact interpret the intent
ofthe rule, or any other recognised standard, on acommon basis.

Rear Adml P G Hammersley (British Maritime Equipment
Council) It certainly would seem, Mr Chairman, that the con-
cluding section of my paper seems to have provoked the dis-
cussion. But as far as the way ahead is concerned, | think, as |
said, that now that we have got the series of meetings with SSA
and BMEC, the commission representative and Lloyd’s Regis-
ter, and there is another meeting due atthe end of this month, that
that will take the process forward, and hopefully from that will
come whatever actions are necessary, and | am talking now
mainly of harmonisation of standards generally not classifica-
tion societies.



Open Forum

A Alexandrou (Engineers’ and Managers’ Association) |
would just like to comment on a point picked lip by most of the
speakers, about aid and subsidies to shipbuilding. Now | think
that there is adilemma with the European Commission. On the
one hand it sees that aid as legitimate, and we see the gov-
ernments of many of our European partners giving substantial
aid in one form or another to their own industries, while ours
does not, and then wants to reduce aid to zero, for example the
intervention fund was reduced by quite a substantial amount
late last year. Now how are we going to overcome this
problem, considering the upturn in shipbuilding orders and the
upturn in the shipping industry as a whole in world terms and
in European terms? | address this question generally.

PLe Cheminant (General Council of British Shipping) The
purpose of the intervention fund, as the community created it,
was to bridge agap between Far Eastern construction costs and
European construction costs and that was, in my view, a totally
legitimate thing to do. But | am afraid that part of the logic is
that as Far Eastern prices go up, it is also logical that the
subsidy in Europe should come down. Now whether it should
now come down to zero, or to some other level, | have no
means of knowing, but with the rate at which the Japanese and
the Koreans are abandoning their earlier subsidy arrangements
and going flat out for commercial pricing, it may be that
European yards can now make a profit at the prices set by the
market, | do not know.

Rear Adml PG Hammersley (British Maritime Equipment
Council) Can I add Mr Chairman, on behalf of my friends in
SSA, unless any of the shipbuilders want to pick it up, that
because SSA have said publicly, along with the German
shipbuilders association and one or two others, that they do not
disagree with the termination of subsidies. It is a question of
timing and they have publicly said that any question of
terminating shipbuilding subsidies before the end of 1991, or
even at the end of 1991, would be too soon, but they certainly
see in the longer term, as | understand it, subsidies reducing to
zero at some stage, but not yet. The point that | was making, in
the context of the intervention fund, was the different one that
even within the rules of the level of subsidy it is a question of
whether a shipyard is able to make a profit or not.

Dr A Keddie (DTI Single Market Unit) I will not answer the
question in the context of shipping only, but more generally in
terms of state aids. | think that ministers, certainly in DTI and
lguess across government, recognise thatone ofthe continuing
differences which is going to exist between the UK and some
member states after 1992, and will persist beyond 1992, is that
there will be a greater predilection in some member states to
continue with state aids than you will ever see in the UK. Quite
naturally, and certainly with this government, you would not
expect them to respond by increasing state aids nationally and
the line the government is taking, and feels that it is getting
increasing co-operation from the commission, is in fact to
persuade other member states to start reducing their state
aids.Now whether that will work in the longer term or not it
obviously remains to be seen, but that is the basic government
line and it applies much more widely than just to shipbuilding
of course.

DW G lauch (Richard Dunston (Hessle) Ltd) I think the panel
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have probably answered the question properly but | would just
like it to be known that there is an impression, | think, that the
shipbuilders are rolling in profits now. I must point out, how-
ever, that our company, who now have an order book which is
very good, would not be in that position had it not been for the
intervention fund, and | agree with the panel that it has got to
go.We do not like the intervention fund as there are restrictions,
which are self-evident, in the way of profits, but we feel that it
will be a few years yet before we can agree with any further
diminution or deletion of any state intervention fund assistance.

P Aaron (McTay Marine) | think that a lot of attention has
been given to the effect of the intervention fund, but I think we
should also address ourselves to the other hidden subsidies
which foreign shipbuilders take advantage of. They have sub-
sidies which are not available to us and are not well publicised
and also have finance which they can offer to shipowners in the
form of monetary payments and so on. | do not think that we
should limit our attentions to the effect of the intervention fund
solely.

Dr A Keddie (DTI Single Market Unit) Itis recognised that
there are other ways of providing support, as you indicate, but
the government’s line across the board would be the same on
those as on direct subsidies.

P Le Cheminant (General Council of British Shipping) If
may add, Mr Chairman, that itwould help in that context if the
government could also deliver to us German rates of interest
and German rates of inflation.

P J Ballard (British Sulphur Corporation Ltd) I wonder if |
could address questions to Dr Keddie and Mr Jones. Earlier
today mention was made of the position of OECD up until 1986,
and this referred in the main to the question of subsidy, and
somebody characterised the OECD as the rich man’s club. |
think that has been used before, but nevertheless it is a well
known international understanding of the organisation. Does
OECD still impinge on European maritime countries’ thinking
to the extent that it used to and do deliberations that take place
in OECD still, to this day, impinge on the thinking of the
commission? | would also like to return to another point made
by another speaker today where there was mention of doctors
and dentists. Well | presume that most people here know what
was implied here, which is the question of the likes of the
Danish KS system, the Norwegian KS system and the Baltic
sausage machine factory for constructing ships with this or that
type of subsidy, mainly predicated on the basis of garnering the
savings of small investors for entrepreneurial venture. Do you
think thatitis possible later on this year, in September, when our
country’s deliberations are finished vis a vis British shipping,
that there will be some rules in that respect vis a vis a possible
expansion of BES schemes?

R Jones (DTp Shipping Policy and Foreign Relations Di-
vision) | must have been talking today in some sort of civil
service speech, because references to both the rich man’s club
and also to doctors and dentists were made by me. Now the first
question about the OECD is really asking who in the future is,
| suppose, going to be running maritime policy and will it
continue to bejust the rich man’s club? I think the answer to that
is that, given the character of the shipping industry, it is
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Open Forum

inevitable that there will continue to be an international forum
at which there will be a discussion of major policy questions
and trade questions. Itseems to me thatthe interesting question
in relation to the OECD is what relation Korea, Hong Kong,
Singapore and Taiwan should have with the OECD, given that
at the moment they are, | think, collectively responsible for
about 15% of world shipping, and when they talk internation-
ally with the OECD about shipping matters it takes place in
Geneva within the UN context and within the context of the
developing country debate, where it is clearly incongruous to
have Koreaand Taiwan alongside the African countriestalking
about shipping policy problems. Thus I think that the devel-
opment over the future will be some form of relationship
between the newly industrialised economies (NIE), some of
which cannot be called countries because nobody recognises
them, eg Taiwan, but | am sure the NIE will have a dialogue
with the OECD about maritime policies, about the rolling back
of the reservations policies and generally adopting the same
set of common principles which guide the OECD member
states. Within that, 1 am sure, the community will continue to
play a part, but it will not dominate, it will just be one of the
major players, as it is now.

I have recently chaired one ofthe OECD groupson shipping
and the distinguishing feature about the commission is that it
has got sanctions and has got the force of law behind it,
whereas the OECD operates far more on a club level; for
example inrelation to certain common maritime principles the
Americans have refused to associate themselves with the
common principles via a footnote, which says basically that
they are aliberal minded country, which they are, but that they
are not prepared to accept the common principles so long as
other countries have got cargo reservation policies. Now this
is abitsilly really, because when you look at it the US market,
apart from cabotage, is in fact substantially liberal. They do not
believe that it is but if you look 80% of US trade is carried on
non- US flag ships, so one can hardly claim that the US is being
interventionist or reservationist in terms of general maritime
quality. But | think that you are right, there is no doubt that
people have not actually adjusted to it yet, but the commis-
sion’s role in all of this, viz a viz member states, will be an
interesting one because there is always a tendency on the part
of the commission to want to speak on behalfof member states
and that they do on shipbuilding. When it comes to maritime
policies member states themselves have a voice, but now the
question over the next decade will be whether we see the
commission seeking to take the microphone on behalf of the
12 member states in terms of general maritime policies. I think
that sooner or later they will try and impose this kind of
competence on member states, but we will see as it is early
days yet.

Now with regard to the BES scheme, | suppose that we need
to ask our DT1 colleagues to answer for the BES scheme, but
it is a bone of contention | agree. | know that the doctors and
dentists of Germany and the Norwegian investors are able to
put their money into shipping and take advantage basically of
avery high marginal rate of tax, which they can offset, whereas
BES schemes tend to be less effective in the UK, because the
money, itis argued, goes to other venture capital schemes, for
example housing tenancies. However, itis notentirely clear to
me that shortage of capital lies at the back of the slow rate of
investment by British shipowners. | have heard bankers, in a
similar position to where I am now, saying that there are
returns to be made on shipping and that they are prepared to
lend money, provided that someone comes along with a
profitable scheme. So it is not that the capital is not there, itis
rather that shareholders should be persuaded that this is the
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right way of investing shareholders’ money, which | imagine
goes back to Sir Frederic Bolton’s point.

P Le Cheminant (General Council of British Shipping) I think
that you have to make this distinction, and Mr Jones is quiteright,
that in the big broad scene it is not a shortage of money, itis a
shortage of profitable investment outlets which is the big con-
cern. | think BES is a bit different, because | think it is aimed,
deliberately and very properly, at the smaller end of the market,
and I think the small companies who have formed under the BES
arrangements, and there are now about six of them, would
actually have found it very difficult to get off the ground without
the BES system to provide an attraction for people to invest with,
in order to get the tax relief. So | think that there is a case for
having BES in shipping, I think it is a small companies case and
I think that the rules could be relaxed to make it easier. It has
taken agreatdeal of time and effort to get BES within the scheme
at all and within any rules that have made any sense to people.
There are still other relaxations and | think if one wants to see just
how different things look, depending where you are standing,
the KS systems in Germany and in Denmark, both within the
community, and in Norway outside it, are lush beyond belief. By
this I mean you do not simply get the tax relief on the money you
invest, you get tax relief on the money you might have to invest
if the firm got into trouble, so the consequences are that if a
German, or a Dane or a Norwegian cares to invest £1000 in the
KS scheme, he notonly gets tax relief on that, he gets something
like three times the tax reliefon that, and the prospect of a capital
gain at the end of the thing too. It is very very lush and it is no
accident whatsoever that the Norwegians, in the last two years,
have virtually doubled what was already a big fleet, by an
enormous programme of buying second-hand ships when the
market was depressed, and a great part of that money was raised
through KS. That KS, incidentally, sometimes has a lower limit
not an upper; we have an upper limit of £40 000 and they have
lower ones. Companies can also invest in this scheme and get
corporation tax back or its equivalent, and the whole scheme is
a great machine for directing taxpayers’ money and what are
actually very high levels of subsidy when you work it out. So yes
please, the British shipping industry would adore to have this
care scheme. Itwill not get itbut an improved KS scheme would
be useful.

R Jones (DTp Shipping Policy and Foreign Relations Divi-
sion) Iwould just like to add a few thoughts in relation to the KS
scheme and also in relation to the discussion we had earlier today
about Norwegian membership of EFTA, and also about the
economic space in which Norway draws closer to the commu-
nity. Itwould seem to me odd if the KS scheme were not changed
in some way, if Norway were to partake of the same shipping
benefits that the European community seeks, as in fact the
Norwegian Government has promised. | do not know whether
this is going to come about but the Norwegian Government has
promised that as partof the consideration of their membership of
the EEC the KS scheme itself would be restructured. I think we
have had two attempts before and I think that the shipowner
interests have successfully defeated them on both occasions.

P Le Cheminant (General Council of British Shipping) You
forgot to mention the interests of the taxpayers who adore having
that sort of tax reduction.

R Jones (DTp Shipping Policy and Foreign Relations Divi-
sion) Yes, but | suppose in Norway you either invest in fish or
you invest in ships. As there is not much fish left you tend to
invest in shipping.



P Le Cheminant (General Council of British Shipping) Itis
interesting what Mr Jones has just said about the attitude to
Norway if itactually tries tojoin the community, which itshould
do, or if it comes in with some sort of associate relationship
through EFTA. It is, however, the case that the Danish and
German KS schemes are not very differentfrom the Norwegian,
and the vision of the commission actually taking on the German
Government and making them change something they like is
one which I find hard to accept as real. I can see them twisting
our arms behind our backs until we scream, but | do not see them
doing it to West Germany. When it is Greater Germany it will
be even funnier.

R Jones (DTp Shipping Policy and Foreign Relations Divi-
sion) | suppose the consoling fact, if you want a consoling fact,
is that the people who lost out in all of this were the German
banks, because four offive years ago those who were in the short
sea sector noticed that the German doctors’ and dentists’ ships
really were not carrying much, and therefore the banks decided
they ought to call their assets in, and | think that in fact some
British shipowners who were smart were able to step in and buy
some of those ships. However, the real underlining point is that
what happened in the North Sea in relation to the offshore
supply sector and the short sea in Europe was that the KS
schemes promoted overtonnaging actually. So nobody won.

P J Ballard (British Sulphur Corporation Ltd) | wonder if
anyone would like to remark upon the 1964/5-1977 British
investment branch system sum to the tune of 700 ships and
probably a public cost of certainly £800 M.

P Le Cheminant (General Council of British Shipping)
Well, I will not let that go quite like that.  would agree with you
that a lot of money was wasted in that period. | think that
questions the rules the government set - governments are
capable of writing sensible rules if they want to and they can
stop money leaking. I think thatwhat one has to remember is that
from the period of 1975 to now, when a great many ships left
British ownership, it was the various investment incentives,
which finally in their final form came to an end in 1984, which
actually provided something like 12 Mt of new ships to the
British Register, or to British owners. Thiswould not have been
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there if it had not been for that support, and this industry would
have gone belly up in the middle of the recession instead of
enough of it having survived through the recession to actually
feel that life might be rather better after all.

Sir Frederic Bolton (British Maritime League) In the in-
terest of fairness | think it is also right to put on record that it
is not, as is quite often said when questions are asked the way
you ask them, that the investment grant was a concession oran
act given exclusively to shipowners. It was not. The whole of
the taxation system, the investment allowance system, of the
country was put on that basis and shipowners had their depre-
ciation allowances reduced and had a grant instead. But they
did not like it and protested at the time that they would much
rather have the depreciation allowance.

P JBallard (British Sulphur Corporation Ltd) Certainly Sir
Frederic, but the assets that were pooled together were nailed
into the ground in Britain and could not be sold off until after
five years.

Sir Frederic Bolton (British Maritime League) Well as Mr
Le Cheminant says that is a question of how the rules were
actually drafted.

P Le Cheminant(General Council of British Shipping) Iwas
involved, formy sins, in getting the 1972 Industry Act through
Parliament from which the second version of investment
grants was derived . First of all I can confirm absolutely that
this was meant to be, and was, a universal scheme and it was
applied to every industry around the place. Secondly do not
forget that in the context of the period this was the time when
we were joining Europe, and part of the idea was that we had
a run down economy and that our European neighbours were
doing quite well. If we were going tojoin them we were going
to have to invest, and ifwe were going to have to invest we were
going to need some incentives, and it was not only investment
in industry; itwas things like motorways to the ports and it was
all sortsofthings thatwere publicly financed. Now it may have
been totally wrong but that is what everybody thought they
were doing. Itwas notjust let us give all our friends some large
cheques.
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