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CESA represents the shipyards in 16 European countries and covers 99% of the EU 
shipbuilding production and more than 85% of wider geographical Europe.
European shipyards offer products in three areas: construction of merchant vessels, 
repair and conversion and naval production.
CESA members hold some 20% of the worldwide production capacity of merchant 
ships and provide jobs for about 140,000 highly skilled employees.
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Introduction

The global shipping and ship-
building industries have been 
severely hit by the �nancial 
and economic crisis struggling 
with the sudden disruptions 
in global trade and decrease of 
cargo volumes. With many new 
ships from the record order-
books of the yards set to enter 
service in the coming three years, a deep im-balance of supply and demand can no longer be denied. 
Practically all markets for standard shiptypes, approximately 80% of the total shipbuilding market, 
are heavily over-supplied and will consequently face very low demand for several years.

Over the past six years, global ship production grew continuously with an average rate of 12% per 
annum. During the same period, new orders were always signi�cantly above production volumes, 
leading to a hypertrophy of the orderbooks with an annual increase of a staggering 26%. Such un-
natural growth could not be sustainable. Unfortunately, common sense did not prevail and the built-
up of tremendous overcapacity was not prevented. Numerous emerging shipbuilding nations, most 
notably China, contributed signi�cantly to this process. However, adding more than 10 million CGT 
of ship production over the past decade, the Republic of Korea accounts for more than half of the 
global capacity expansion to date. 

Structural overcapacity has been a phenomenon in shipbuilding before and European yards have 
certainly learnt their lesson from the past. Unimpressed by seemingly unlimited growth expecta-
tions of the past years, European yards have undertaken a much more careful approach in their 
business development. Instead of investing in capacity expansion to exploit economy of scale for 
production of standard shiptypes, the European shipbuilders diverted to specialized segments, in-
vesting in new solutions for production and products. 

Most of the niche markets served by European yards have remained fundamentally healthy and 
pro�table with no indication of oversupply. The �nancial crunch has caused substantial dif�culties 
also in these markets but a relatively fast recovery is expected once �nancial resources are obtain-
able again.

The different market segments are not totally isolated from one another. Therefore, a deep impact 
from �erce and unfair competition must be expected from countries with strong state support of 
the shipbuilding industry. 

Challenges arise from other economic sectors as well; many European banks, often heavily engaged 
in the �nancing of unwanted ships built in Asia, are also reducing their exposure to shipbuilding 
including their activities in viable European niche markets. Consequently, it becomes a challenging 
task for any shipyard to acquire necessary �nancing even for the most pro�table projects. 

1.	 Market development
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The pursuit of numerous opportunities in niche markets, which could be exploited through innova-
tive solutions have played a focal role for many years. With this approach, European yards were able 
to double their turnover since 2005, while keeping the output in tonnage-terms stable.

Value of Orderbook Commercial Newbuilding Market

M
ln

 E
ur

o

So
ur

ce
: C

ES
A

37.583

49.945

58.554

52.616

0
5,000

10,000
15,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
55,000
60,000

2005 2006 2007 2008

While the turnover is expected to remain high also in 2009, the orderbooks are slinking. Low 
ordering activity, order cancellations and high production rates needed to full�l the contractual 
obligations could reduce the orderbook by 40% until the end of 2009.
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Today, many European companies can build on years of experience in their speci�c �eld of 
expertise that gives them a substantial technology and competitiveness lead in important and 
healthy maritime markets. However, as a result of the sharp decline in business for standard 
shiptypes and the massive global over-capacity, these European dominated market segments 
are attacked with cut-throat competition. All the efforts of the European shipyards to follow 
the directions of a knowledge-based industry advocated and encouraged by various EU policies 
could be jeopardized if these attacks are not decisively repulsed. 

CESA Working Group on Market Monitoring
Tasked to monitor the general economic and policy developments related to the global 
shipbuilding market, the Market Monitoring Working Group of CESA also serves as an 
interface on these issues to the European institutions by offering quarterly brie�ng and 
discussion sessions. 

For several years, these meetings are regularly attended by of�cials from six Commis-
sion General Directorates. During these meetings, the group presents the latest market 
picture on the basis of statistical material and factual information and exchanges other 
information relating to the world shipbuilding market including developments and trends 
on supply & demand, cost factors, global production capacity.

World market

2008 was a new unprecedented year in the world�s shipbuilding with a world orderbook capa-
city record reaching to some astounding 198, 8 million CGT at the end of the 3rd quarter. The 
falsely positive trend reversed in the 4th quarter, when the orderbook started to decline to 
190,3 million CGT by the end of the year due to high completion levels at a rate of 8.7 ships 
delivered each day at the yards worldwide. 
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�Shipbuilding prices and costs

From the deep low in 2002, prices in each sector have increased signi�cantly in the last few years. 
The shipbuilding prices reached a new peak in the middle of 2008 and to show signs of weakness 
in the same year. Challenged for years by countries with low labour costs and advantageous steel 
prices, the shipyards in Europe have no other way than to continue to add value to their ships for 
the bene�t of the customers and the environment. 

The decrease of new building price index is for the time being largely a �brokers view� rather than 
a re�ection of real transactions, which are too few for normal market conditions. A tremendous 
threat of market distortion is prevailing due to extensive government support programmes for 
domestic yards and shipowners, further prolonging the cycle rather then helping to exit it.  

Exchange rate evolution in main shipbuilding nations has a signi�cant impact on the competitive 
position. Wind-fall pro�ts or losses caused by unexpected exchange rate development such as the 
strong devaluation of the Korean Won are also a distortive factor.
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 The steel price gap between Europe and Asia has established a major competitive disadvantage for 
European yards over the past years. While the situation is now on a path of normalisation, a gap 
still persists.  When the market recovers, the price differential coupled with the exchange rate will 
make the orders intake for conventional merchant ships dif�cult to win by the European yards thus 
making a focus in specialised markets with high engineering and environmental requirements even 
more essential.
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In 2002, European shipyards 
aliened for the �rst time be-
hind a common strategy focus-
ing on pro�tability and leader-
ship in selected markets. Based 
on these core objectives, a 
comprehensive but straight 
forward sectoral industry 
policy was built - the starting 
point of LeaderSHIP 2015. In 
terms of government and pu-
blic relations, the industry had 
embarked on a course for a 
complete change of paradigm 
closing the chapter of a per-
ception as subsidised sector 
and emphasising their com-
petitive strengths. 

LeaderSHIP 2015 also forged 
a new sense of necessity for 
European cooperation and 
policy coordination. While the 

implementation on the LeaderSHIP concept varied from Member State to Member State, it re-
ceived broad recognition across the EU and formed a core element in each country�s shipbuilding 
policy. This combined determination to �ght for the future of European shipbuilding successfully 
pioneered the sector speci�c �ne-tuning of the EU�s policies and actions to meet the needs of a 
particular industry. Soon, the same model was put to work also for other major industry sectors 
such as CARS 21 for the automotive industry.

With its eight building blocks, LeaderSHIP covered all aspects of competitiveness. Particular the 
focus on research and innovation, protection of intellectual property, environment friendly products 
and process and a high skilled workforce made substantial contributions to the successful develop-
ment of the sector, best summarised by Vice President Verheugen in his report to the Council in 
April 2007: �European yards have seen the value of their new orders more than triple between 2002 and 
2005, growing in 2004 and 2005, at a faster rate than in any other region of the world. And with producti-
vity increasing more than fourfold over the last two decades, Europe�s highly-specialised shipbuilding industry 
is competitive, �exible, and well equipped to face the future with con�dence.� Already then he also cau-
tioned that �� recent large increases in global shipbuilding capacity � mainly in Asia � are likely to make 
the trading environment for European yards even more challenging in the near future��.

While anticipating that the challenges would grow, it was impossible to forecast the abrupt and 
fundamental change in the business dynamics that set course in September 2008. The combination 
of low demand, tightened �nancial markets and the threat of unfair competition creates a dangerous 
short-term scenario that could cause irreparable damage to the outstanding European shipbuilding 
capabilities. All elements for an effective and sustainable crisis response require sound European 
concertation. 

The shipbuilding sector is in the unique situation of having a fully operative coordination platform 
at European level already in place. LeaderSHIP 2015 can now demonstrate that it is capable of 

2.	 LeaderSHIP 2015
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delivering not only on medium-long term competitiveness objectives but also of bringing decision 
makers together to take decisive short term action. To this end, Vice-President Verheugen has initi-
ated a High Level Meeting for September 2009 with the participation of the nine largest shipbuilding 
nations of the EU as well as key industry and trade union leaders. The meeting aims at setting an 
agreed agenda on track, joining forces for the political decision making process and safeguarding 
swift implementation. 

Key concept is the stimulation of new business opportunities through facilitating a decisive push 
for the application of green maritime technologies. A range of innovative technical solutions for 
clean and economic operation can achieve scale improvements compared to current environmental 
performance provided attractive investment conditions can be offered. In this way, three objectives 
are addressed at once: supporting more ef�cient operation, obtaining less pollution and stimulating 
business in a high tech sector. 

At the same time, all existing policy elements need to be further developed. Particular attention 
must be paid to the items access to �nance and level playing �eld. Here new ways of tackling the 
problems are required. Extensive policy debates are no longer affordable and have to be replaced by 
decisive action. To this end, the coming 12 months will determine how successful LeaderSHIP 2015 
can once more prove to be a true role model for modern and effective sectoral industry policy. 
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Organisation for Economic Co-operation and Development 
(OECD)

The OECD Working Party on Shipbuilding (WP6) has invited the industry to participate in a special 
WP 6 session dedicated to the economic crisis, which was held in Paris on 9-10 July 2009.  This 
event has brought together governments, industry and labour representatives from both OECD 
and non-OECD economies to bring each other up to date on the impacts of the economic crisis 
on the shipbuilding sector, consider governmental shipbuilding stimulus plans in place, and explore 
what other actions government and industry can take to minimise the negative impacts of the crisis.

In addition, the Secretariat of the WP6 is preparing a revised Mandate for Negotiations.  The draft 
mandate has retained most of the content of the 2002 mandate with some slight modi�cations of 
mainly semantic nature.  Besides subsidy provisions, injurious pricing practice which has led to the 
discontinuation of the negotiations in 2005 is listed among the �distorting factors� to be addressed.  
In CESA�s view, in order to reach an effective agreement, both subsidy and pricing should be regu-
lated and above the existing WTO commitments.  To this end, CESA supports the efforts to achieve 
an effective international agreement. A prerequisite is that all parties recognise the need for com-
mon solutions against all market distorting factors. Swift progress will be necessary.

Bilateral dialogues and upcoming FTAs

Launched in May 2007, the EU-South Korea free trade agreement (FTA) negotiations are close to be 
concluded. Provisions have been set for important issues such as competition, subsidies, transparency 
of domestic regulation and bilateral dispute settlement mechanisms.  

For the shipbuilding industry, although there is no special chapter on this sector, some progress on 
anti-subsidy horizontal rules within the competition chapter of this FTA has been made compared 
with the existing WTO rules.  

On 27 April 2009, the European Commission has obtained a mandate to negotiate a FTA with 
Canada, which could result in an abolition of the 25% import duty for Canadian cabotage ships. 
New attempts are expected in the coming months to implement the agreed bilateral shipbuilding 
exchange with China. 

JECKU

The 17th JECKU Top Executive Meeting, held on 6 November 2008 in Miyazaki, Japan, gathered again 
the leaders from the most important shipyards from Japan, Europe, China, Korea and the United 
States. The meeting provided a welcome opportunity to exchange re�ections on the increasing con-
cerns over the slowdown of global economy spreading beyond the �nancial market. The attending 
shipbuilding leaders actively exchanged opinion on the world economy, shipping and shipbuilding 
market trends and other important issues such as cost development, human resources, enhanced 
rules and regulations, environmental concerns, intellectual property rights, to share common under-
standing and perception of the industry at large.

The meeting noted that the decline in shipbuilding demand coincided with a continuous growth in 
shipbuilding capacity, suggesting that imbalance in supply and demand situation may cause serious 

3.	 International relations
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concerns in future. An opinion for a rational judgment of the situation based on long term perspec-
tive was voiced towards a sound and balanced development of the industry in this challenge business 
environment.

Committee for Expertise of Shipbuilding Speci�cs (CESS)

CESS, the technical off-spring of JECKU, established itself with signi�cant success as a point of  
reference for the global shipbuilding industry. Its Annual Meeting was held on 4 September 2008 in 
Nagoya, Japan. During the meeting, some discussions took place as to the future development of 
CESS and its ambition to orchestrating common shipyards� views on global regulatory matters. While 
recognizing that such objectives could play an important role in particular in the context of the  
Tripartite discussions of shipyards, shipowners and classi�cation societies, also practical conside-
rations such as available resources have to be taken into account. It was noted with appreciation that 
CESS has been successful on a number of concrete matters and that several further matters needed 
to be jointly tackled.  

Tripartite

The Tripartite Annual meeting, a global gathering of senior representative of shipyards, shipowners 
and class societies, took place on 7-9 November 2008 in Beijing, China.  

International trialogue focuses on proactive steps to improve the design, construction and operabi-
lity of ships to bene�t the environment, the safety of ships and seafarers, and the quality of life at sea. 
Topics high on the agenda include practical measures to reduce Green House Gas emissions from 
shipping, Ship Recycling, Lifeboat safety and means of ensuring �t-for-purpose designs, equipment 
and manuals. A core concern of CESA raised during the meeting related to serious short-comings 
in the discussion on design transparency as part of the goal based standards. The meeting agreed 
that the respect of intellectual property rights may not be ignored in the context of rules for a 
mandatory ship construction �le. A joint industry working group led by CESA was agreed aiming 
at identifying the right balance of serving optimally future SOLAS requirements while at the same 
time safeguar-ding the intellectual property protection principles. A joint submission to the Maritime 
Safety Committee of the IMO successfully ensured that rule makers would allow industry suf�cient 
time to present an industry standard towards this end, which will be table to the next session of 
the Committee (MSC87).
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Summary

Extraordinary efforts in research, development and innovation (RDI) will be one of the key drivers 
of success of incoming years. In the context of the global economic crisis, which severely affects the 
shipbuilding sector in Europe and in the entire world, the decision makers see in RDI a powerful 
instrument to improve products and processes, to maintain the technology bases and to ensure the 
proper level of skilled people to work in the maritime sector. By using, in a systematic and coordi-
nated way, the unique scienti�c and technological knowledge that is available in Europe, industry will 
exit from the �nancial crisis different, greener, safer and with an innovation content that will allow 
to keep and increase the market share.

The Strategic Research agenda developed by the WATERBORNE Technology Platform (TP) remains 
the backbone of these efforts. CESA continues its strong commitment to WATERBORNE TP by 
running its secretariat. In order to better contribute to the overall crisis response for the sector, 
CESA�s R&D Working Group (COREDES) has launched a process to review the priorities within 
the Research Agenda and to seek ways of accelerated commercially relevant results.

Result of an automatic optimization process 

Maritime project proposals under the EC 7th Research Framework Programme (FP7) have substan-
tially improved throughout the reporting period. The budget share for maritime related projects 
has been for the �rst call around 41 M€  representing 21.9% of the total budget, while in the second 
call, the budget share has been around 70 M€  representing around 33% of the total budget. A list 
of the main maritime projects is found at the end of this chapter.

With the 2nd Call of for Proposals, an average of one third of the funds has been assigned to mari-
time proposals while the other two thirds went to the other transport modes (rail and car).

The process of setting the priorities for the 3rd Call has been completed and the Call text has been 
published. Meanwhile, the drafting process for the 4th Call has already started and CESA will again 
put forward the shipbuilding priorities.
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4.	 Research, development and innovation


















































































































































