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domest ic  market  and - -a f t e r  minor  modif icat ions to 
comply wi th  special  requi rements  in the foreign mar- 
k e t - t h e y  are expor ted  wi th  the cer ta inty  of accept-  
ance by  the foreign import ing market.  As a rule, 
whe re  industr ial  goods are concerned,  it can be taken 
that  the public had at least  a general  knowledge  of 
the product.  This does not  preclude that  expor t  of 
widely  k n o w n  industrial  products  has been  p receded  
by detai led research into sales opportunit ies.  

For t ropical  agricultural  products,  in contrast  to that, 
it is the natural  qualit ies of the product  and the natu-  
ral condi t ions for its growth  which are the unal ter -  
ables. On the one hand, it is the specific and charac- 
ter is t ic  natural  qualit ies which set  the product  apart,  
e i ther  because  of its taste  or because  of the oppor-  
tuni t ies  for its exploi tat ion and thus reduce or elimi- 
nate  any compet i t ion from similar, re lated or substi-  
tute  products  p roduced  by  industr ial ised coun t r i e s - - in  
contras t  to industr ial  goods, where  there is often ve ry  
direct  compet i t ion be tween  almost  identical  products .  
On the other  hand, however ,  these  characterist ics raise 
problems in sel l ing to countr ies  with different climatic 
c o n d i t i o n s - - n e i t h e r  tropical nor  sub-tropical,  but mod- 

c r a t e - - a n d  therefore  with different  tas tes  and require-  
ments.  Thus it is neces sa ry  to inves t iga te  the probable  
accep tance  of the product,  both  in its natural  condi t ion  
and also when  adapted  to consumer  preferences ;  it is 
also neces sa ry  to acquain t  the consumer  wi th  the 
basic product  and wi th  indust r ia l ised products  der ived  
from this and adapt  these  to his taste.  W h e n  exact  in- 
format ion about consumer  behaviour  has b e e n  ob- 
tained, adver t i s ing  will be neces sa ry  to p romote  de- 
tai led knowledge  of the product ' s  qualities.  

But this is not  all. There  are tasks to be per formed and 
problems to be so lved  all a long the route which the 
product  has to follow from its inception,  or from its 
harves t ing ,  r ight down to the  end consumer.  9 W e  can- 
not list  here  all desiderata ,  but  it i.s clear that  a suc- 
cessful  divers i f icat ion of exports  by the exploi ta t ion of 
t ropical  products  is dependen t  upon a mult i tude of 
ini t ia t ives  focussed around a sys temat ic  approach. 

9 In two of  the  product  s tud ies  pub l i shed  b y  the  H a m b u r g i s c h e s  
Wet t -Wi r t scha f t s -Arda iv ,  this  is po in ted  up b y  u s i n g  the  e x a m p l e s  
of the  two products ,  Ramie  and Babassu .  See :  Chr i s t ian  W i 1 -  
h e 1 m s : Oppor tun i t i e s  for I n c r e a s i n g  Brazi l ' s  Expor ts  th rough  
Diver s i f i ca t ion .  Par t  I :  Ramie---an expor t  p roduc t  r ipe  for deve l -  
opment .  H a m b u r g  1963. Par t  I I :  B a b a c u - - u n e x p l o i t e d  weal th .  H a m -  
b u r g  1964. 

Shipbuilding and Subsidies- Pros and Cons 
By Dr. Karl Kiihne, Brussels 

World Shipping and Shipbuilding 
T h e  quest ion whe the r  shipbuilding subsidies are jus- 
tified or not  cannot  be answered  without  examining 
the whole  background of world shipping. 

Demand for Ships 

There is some con t roversy  about  the long-term out- 
look for shipping. The volume of world trade has 
increased by  almost 140 ~ since 1950. Seaborne t rade 
in dry  goods grew almost  at the same rate, oil trans- 
por ts  much faster:  by  240% . Total tonnage of ships 
did not even  double; the only alarm sign seems to be 
that  tanker  tonnage t rebled . . .  But at the same time, 
the  eff iciency of the Fleet  increased,  after a fall in 
the degree  of u t i l i sa t ion- - la rge ly  due to ports delays  
- - h a d  been largely  overcome in the early fifties. The 
Fleet  seemed  too small  in the Korean crisis of 1951 
and the Suez crisis in 1956--and yet  "a surplus of 
tonnage emerged  in 1958 . . . ,  by  1959 it had nit the 
signs of hera ld ing  a pro longed depress ion . . . "  1 

In fact, s ince 1957, the demand for ships had cer ta inly  
f lagged ve ry  considerably.  Total orders for ships of 
more  than 1,000 GRT, in that  year, were  a round 
35 million GRT. 

Since then, orders  have  gone down, after 1959, to 
less than 20 mill ion GRT and reached a minimum of 
19 million GRT at the end of 1963. Since then, orders 
recovered  somewhat ,  to 40 million tdw. (approxi- 
mate ly  25 mill ion GRT). This increase should not be 

1 J.  R. P a r k i n s o n , T h e  Economics  of Shipbui lding,  C a m b r i d g e  
1960, p. 54. 

overrated,  the less so as its regional  distr ibution is 
ve ry  uneven.  Half of these  orders  went  to Japan  
which only  held 7~ of wor ld  orders  in 1951: That 
country ' s  f leet  alone is to g row by  6.4 mill ion GRT 
up to 1968, according to the plan of 1963, to some- 
thing l ike lg million GRT; besides,  almost  60 ~ of 
Japan ' s  output are produced for export .  A good deal 
of growth  can be expec ted  in the  Eastern bloc: the  
Soviet  Union (whose figures .are not conta ined in the 
above statistics) alone plans to br ing her  f leet  up 
to 20 mil l ion GRT by 1980 (actually: 7 mill ion GRT). 
The most  dynamic growth  in shipping will therefore  
hard ly  bring any great  benef i t  to W es t e rn  yards.  

Supply of Ships 

On the whole,  the supply of ships, on a world scale, 
decreased  by some 15% be tween  1958 and 1961 and 
since then  recovered  by  about  one quar ter :  But a lmost  
the whole  increase  of 2.3 mill ion GRT b e t w een  1961 
and 1964 was  swal lowed up by  Japan;  o ther  countries 
like Sweden  benefi ted by  the cont inued decrease  in 
German and (up to 1963) British shipbuilding.  

Ships Launched * 
(in l ,OO0 GRT} 

Grea t  [ i G e r m a n y  ] 
y e a r  J a p a n  ql Bri tain ] S w e d e n  4:(Fed. Rep.) ] W o r l d  

1956 1,746 1,383 489 1,0OO 6,670 
1958 2,067 1,402 760 1,429 9,269 
1961 1,799 1,192 742 962 7,940 
1963 2,367 928 888 971 8,538 
1964 4,085 1,043 1,021 89~ 10,264 
1965 . 12,220 

* accord ing  to Lloyds '  Regis ter .  
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About 6 0 %  of the tonnage are for export,  in Japan,  
Sweden, Germany and the  Nether lands  (launched 
226,000 GRT in 1964). Great  Britain exports  only one 
quarter  of the tonnage launched. Whereas  home pro- 
ducers supply almost all the  ships regis tered under  
the Japanese,  German or (generally) US Flag, 200/o 
of Swedish and British ships were  built in other  coun- 
tries; on the other  hand, as much as 15 % of French 
and almost 40 % of Dutch shipping were  built abroad. 
The Dutch used to buy from Germany,  al though they  
export  on a large scale, to Britain and France. 

Str.ctural and Cyclical Changes in World Shipping 

Anyway,  one can say  that  be tween  t939 (69.4 million 
GRT) and 1962 (140 million GRT), or be tween  1948 
{81.1 million GRT) and 1965 (160.4 million GRT) wor ld  
shipping doubled again. Almost  half of this increase 
be tween 1948 and 1965 is accounted for by  the tanker  
fleet which increased by three and a half t imes in 
this per iod (from ca. 15 to 52.3 million GRT), a lmost  
one quarter  by the bulk carrier  fleet (about 20 million 
GRT in 1965). 

It would surely  be rash to rush to the conclusion that  
the spectacular  fall in rates, which occurred be tween  
1956 and 1962--by more  than one half, as wi tnessed  
by the British tramp i n d e x - - c a n  be solely explained 
by  the increase  in tonnage.  There  are other  factors. 

Never theless ,  some such conclusion may  seem to he 
justified if one considers  the drop in tanker  rates:  
the Norwegian  Sterl ing index fell from 249 in 1956 to 
a minimum of 51 in 1961. If this is true, pressure  on 
shipbuilding can be expla ined on the  same basis: 
70 % of all ships launched in 1964 were  tankers  and 
bulk carriers,  and bes ides  it is true that, compara- 
t ively speaking, one ton of a tanker  provides  less 
work for the  yards  than, for instance,  one ton of an 
ocean liner. Therefore ,  the .structural changes in wor ld  
shipping go a long w a y  to explain part  of the pre- 
dicament  of shipbuiIding. 

Ships launched annual ly  represen t  nowadays  about 
6 %  of total world tonnage.  This is ra ther  less than, 
for instance, in 1900 when  new launchings represen ted  
almost 8 % of world tonnage;  but it is much more than 
the percentage  of e i ther  1910 (5~ or 1929 (4~ 
According to the f igures given by  J o 1 m e s ,  (which 
seem to include the US-Reserve Fleet) in all the years  
but three, since 1954, the world fleet has been growing 
by about 4~ annually if one leaves ou[ the excep- 
tional 7.1 ~ of 1958. This does not look excessive, 
at first sight: 

World  tonnage  grew be tween  1896 and 1909 by 3.4 % 
annuaIly, be tw een  1913 and 1920 by  3.4 % and be tween  
1920 and 1929 by  3.6 D/0. However ,  it must not be 
forgot ten that speed  and average  length of haul in- 
creased by at least  f 0 t o 2 0 0  , b e t w e e n  1937 and 1960. 
And the figures look somewha t  different as soon as 
the US-Reserve Flee t  is excluded:  Then the growth 
be tween  1949 and 1954 is 4.80/0, be tween  1954 and 
1960--6.3 ~ It might  seem therefore,  that the increase 
in tonnage, at least  from 1954 onwards, was indeed 
somewhat  excess ive ,  and that  it induced an undue 
expansion of shipbui ld ing capacity.  2 

-~ Cf. S. G. S t u r m e y , Bri t ish  Shipping  and Wor ld  Competi t ion,  
London 1962, p. 393. 

The Problem of" Capacity in Shipbuilding 

There are at least  three  different  quest ions:  Was  there  
any undue increase  of capaci ty? Can it be diminished? 
If not, wha t  will be the ex tent  of over -capac i ty  in 
view of ships to be built? 

Actual production figures do not give an idea of real 
capacity of shipyards, One may suppose that world 
capacity more than doubled since 1956. To the ex- 
tension of capacities in Allied countries during the 
war was added the recons t ruc t ion  of yards  in Conti-  
nenta l  Europe and Japan.  Dest ruct ion and dismant-  
ling of German yards  had doubt less  been overra ted.  
Thus, one may  presume that  world capaci ty  increased  
even  faster  than the  world fleet:  The size of the ship- 
building indus t ry  is geared to the maximum st ress  
periods,  to except iona l  growth  rates,  and it is diffi- 
cult to make  it shr ink again, even  relat ively.  Besides, 
there  is the growth  in size of ships:  with regard to 
ships of more  than 100,000 tdw., it is said that  the  
number  of sh ipyards  capable  of building them in- 
creased from a few, around 1955, to 30, in 1963. In 
general ,  it was es t imated that  wor ld  capacity,  in 1964, 
was  around 12 mill ion GRT ~, it m a y  be at least  a round 
13.5 million GRT to-day. As to the problem of dimin- 
ishing capacity,  quite  a number  of British y a r d s - - a f t e r  
the vo lun ta ry  l iquidat ion of Wil l iam G r a y - - h a v e  
closed down, involving more  than  30 wharves .  This 
comes on top of the big d ismant l ing  process  in the 
thirties, which had reduced  British capaci ty  from 3 
to 2.25 mil l ion GRT. 4 The German Schlieker yard  also 
closed down. Recently,  about one third of French 
capaci ty  amalgamated.  On the o ther  hand, it may be 
supposed that  rat ional isat ion measures  in Britain and 
the Common Marke t  added almost  as much in real  
capacity.  And on top of it comes the  pe rmanen t  in- 
c rease  in capaci ty  p lanned  in Sweden  and Japan,  
which may add at least  I0% , up to 1970: Therefore,  
world capaci ty  may  be at least  a round  15 million GRT 
in that  year.  

Now, modest  es t imates  carr ied out by  the European 
Communi ty  of Coal and Steel resul ted  in an expan-  
sion of the wor ld  Fleet  by  about  5.5 mill ion GRT 
annually,  in 1970 (on the base  of a growth rate of 
2.5 ~ 3 ~ for dry  goods tonnage,  6 -  6.75 ~ for tan- 
kers). Estimates for rep lacement  va r i ed  be tween  3.8 
and 5 million tons annually,  so that  total  shipbuild- 
ing in 1970 might  amount  to any th ing  be tween  9.3 
and 10.5 million GRT--prov ided  there  is not  another  
drast ic  slump in world trade and freight  rates.  This 
would mean  that, by  compar ison wi th  1965, world 
product ion might  shrink by  at 1east 14, if not 19% , 
on condit ion that world p rospe r i ty  goes o n - - a  not  
ve ry  bright  outlook, indeed, so far covered  by euphe-  
mistic headl ines  in many  pub l ica t ions . - -Opt imis t s  
may find some consolat ion in the  es t imates  of the 
OECD Working  Par ty  ~ which were  cons iderably  high- 
er: they  foresaw 9.9 million GRT of n e w  cons t ruc t ion  
be tween  1st January  1963 and 1st J an u a ry  1973, an- 
nuai1y, and 2.2 million GRT of r ep lacemen t  construc-  
tion. For that  ten year  period, it foresaw total construc-  
tion to be around 121 million GRT al together .  But one 
should remember  that  these es t imates  were  based on 

CL Estimate in articIe ~LanglMstige Auss ich ten  des Weltschiff-  
baus",  in:  Wirtschafts-Correspoudent ,  Hamburg,  Apr.  4, 1964, p. 43. 
4 G, C. A 1 1 e n , Brit ish Industr ies  and their  Organizat ion,  London 
1935, p. 168. 
5 Report  of O E C D ' s  Industr ia l  Commit tee ,  W o r k i n g  Party No. 5, 
of 25th February  1965, p. 119 etc. 
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an annual  growth rate of 5~ in the dry goods t rade 
and of 8 % for oil t r anspor t - - f igures  which do not  
seem to be quite warranted,  in the light of d e v e l o p -  
ment  of world production.  

Competition in Shipbuilding 
Costs, Productivity, Prices, Profits 

It is therefore  probable  that  world shipbuilding will  
be work ing  at and about 65 to 70~ of capacity,  if 
the CECA est imates  are correct---, and at the ve ry  bes t  
at 80o/0, if OECD proves  right. If we want  to ex* 
amine who will survive,  in these  circumstances,  we  
must  look at the cost situation. 

The cost s t ructure  of a s h i p y a r d - - o n  the basis of 
British f igu res - - seems  to be somewhat  like this: for 
iron and steel  and other  metals  about  11 ~ and ma- 
rine machinery  and equipment  costs about 12% of 
total costs, o ther  purchases about 20% : this adds 
up to 43 % for materials.  Work  on materials  given 
out amounts  to 11 ~ wages  costs are a fur ther  35 % . 

It may  be  said that  the price of steel  and that of 
labour  are the most  decis ive elements.  There is still 
a w idesp read  error  about wages  l ingering around: 
the  idea that  low wages  give the Japanese  an "un- 
fair" advantage.  The very  idea of world division of 
l a b o u r - - o r  the classic theory  of "comparat ive  ad- 
v a n t a g e " - - d e m a n d  that  an advantage  in such an im- 
por tan t  cost  factor  should  be fully exploited.  In ship- 
building, European indus t ry  is not protec ted  by that  
"natural  tariff barr ier"  const i tuted by distance:  A 
ship can begin its working  life in the far East as 
well. W h a t  real ly counts is not dis tance be tween  
shipyard  and shipping company 's  office, but the 
re la t ionship  be tween  wages  and productivi ty.  Lo- 
cation problems only  count for shipyards  with re- 
gard to deep  wa te r  acces s - - some t imes  difficult for 
French and German y a r d s - - a n d  space available. It 
is true that  in I957, Japanese  workers  earned about 
one half of what  British workers  earned on the Clyde 
(around 30 s a month,  as against  65 in Britain). But 
their  employers  were  handicapped by the fact that  
they  could not disdaarge workers  at will. Anyway,  
accord ing  to a Dutch report ,  J apanese  hour ly  wages  
were  around 73 US cents  in 1982--as against  96 cents 
in Britain, 108 cents  in Germany,  169 cents in Sweden 
and 300 cents  in USA. Between 1959 and 1962, the 
fas tes t  increases  in wages  were  to be noted in EEC 
countr ies:  hourly wages  rose in Holland by one third, 
in France by almost 60~ and in Germany  by  36~ 
- - a s  against  170/0 in Britain, 1 8 %  in Sweden and 
only  10~ in Japan.  Only Italy, with a 16~ rise in 
wages,  remained in l ine with third countries.  

Never the less ,  what  gave  the Japanese  their  real ad- 
vantage,  was  their  incessan t  drive at increasing pro- 

duct ivi ty:  a 10,000 GRT cargo vesse l  required,  on 
their  yards,  1,015,000 man hours in 1949 and only 
600,000 in 1955--and the  mo v emen t  continued. And 
besides,  Sweden  proves  tha t  high wages  do not  at 
aI1 exclude compet i t iveness .  Output  per  man is about 
half as great  again  in Swedish  shipyards  as in British 
ones, and even  in the United States it is supposed  to 
be 20~ h igher  than in Britain. The best  J apanese  
yards  seem to approach Swedish  standards.  Still, in 
v iew of high pe rcen tage  of wage  costs, sh ipyards  
will be ve ry  much affected by  differential  develop-  
ment  of labour  costs.  In 1964, labour costs per  GRT--  
represen t ing  re la t ive  labour product ivi ty ,  though re- 
f lect ing of course  di f ferences  in equipment  and or- 
ganisat ion as w e ! l - - w e r e  around 1245 in Sweden,  
153 in Japan,  241 in Germany,  333 in Britain, and 
1678 ~ in the USA. 

One dares say  that  shipbuilding cost increased  al- 
most  as fast as tonnage grew. Cost of building 
one tdw. of a new ship (of the "Fairplay" type, 
9,500 dtw., 5,300 GRT, 12 knots) in 1946 was  around 
28 s it inc reased  to 83 s 15 sh. up to 1958.6 

But it was exac t ly  in those years  that  voyage  profits  
in tramp ships fell sharply, from a maximum of 16,2 s 
per  ton in 1956/1957 to 3,3 s in 1959/1960. 

And worse:  the rate  of profit  for the whole  of the 
post -war  per iod  had been below that  in the "sup- 
posed ly  depressed  twent ies"  7. This was because  
tramp rates felt by more than one half be tween  1956 
and 1959, to fall even  lower  in 1962, and tanker  
freights  reache& rock-bottom. "At these low rates 
proper ly  conver ted  bulk carr iers  could make a l iving 
while convent iona l  tramp ships could not".  7 So the 
bulk carrier  came up, since 1952--and the sh ipyards  
were  compet ing about orders for a type of ship on 
which they were  earning re la t ive ly  less, and for 
which "building has probably  been  carr ied too far." 7 

There  is a s t range logic in all this: freight ra tes  broke 
down in 1958 and remained ra ther  low eve r  since. 
This obliged sh ipowners  to lower  costs, which they  
did by  order ing  bulk carriers and ever  b igger  ships. 
For the shipyards,  this meant  investment ,  ra ther  high- 
er costs and lower  profits, because  there  was  less 
work in bigger  ships, compara t ive ly  speaking,  in- 
creased compet i t ion for fewer  units and contracts  and 
more  excess  capacity.  One is almost tempted to add 
that  all this had been,  in the last resort ,  the outcome 
of a policy of subsidies  des igned to favour shipping 
and shipbuilding: for if e v e r y b o d y  pract ises  subs idy 
policies and protect ionism, the outcome must be more 

Cf. Indices given by F. H e n n i n g,  Die Konjunkturlage der 
Weltschiffahrt 1957/9. Hamburg, Hamburgisches Welt-Wirtschafts- 
Archly, 1959, p. 14, and: P a r k i n s o n ,  op. cit., p. 207. 
7 S. G. S t u r m e y ,  British Shipping and World Competition, 
London 1962. p. 254/6. 
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ships and more shipbui lding than would h a v e  b e e n  
the case in the absence  of such p o l i c i e s - - a n d  in the  
long run depres sed  rates, which in turn  lead to the  
vicious circle descr ibed above.  This has  b e e n  the  
a rgument  of S i.e g e r t a l r eady  in the  ea r ly  thir t ies ,  
and it still  holds good to-day, s There  is a d i f ference 
be tween  the  goals the States  are pursu ing  9: keep ing  
up the i r  tonnage,  keeping  the i r  sh ipyards  going, and  
wha t  they  rea l ly  achieve in the  long run:  mak ing  
sea t ranspor t  cheape r - - t he  on ly  jus t i f ica t ion  m a y  be  
tha t  this  fosters  world t rade.  But in the  th i r t ies  t h e y  
just  kep t  t rade  down by  "beggar -my-ne ighbour -po l -  
i c i e s " - - a n d  tonnage  up . . .  

Credit Problem a,,d Subsidy Aspects 

The t igh te r  the  sh ipowners '  and sh ipyards '  prof i ts  
were  squeezed,  the  more  impor tan t  b e c a m e  the  credi t  
problem. The  credi t  p rob lem has  th ree  d i f ferent  as- 
pects :  first, credi t  facili t ies and  low in te res t  g ran ted  
d i rec t ly  by  gove rnmen t s  ce r t a in ly  over lap  wi th  the  
subs idy  aspect.  

Second, the re  are the credi t  facili t ies to be  g ran ted  
by  the  sh ipyards  to po ten t i a l  buyers :  This aspec t  
offsets, to a cer ta in  degree ,  the  f irst  one. In the  good 
t imes pr ior  to 1958, b u y e r s  payed  abou t  one  
third of the  ship 's  pr ice  w h e n  the bui ld ing  con t rac t  
was signed,  one third af ter  de l ive ry  and  the  res t  
af ter  a shor t  per iod of g u a r a n t y  had  elapsed.  Nowa-  
days, the  sh ipyards  mus t  of ten be  con ten t  wi th  on ly  
a qua r t e r  of the  ships '  pr ice  be ing  paid  at  del ivery,  
the  res t  be ing  cove red  by  ins ta lments  r u n n i n g  ove r  
severa l  years .  

Third, the re  is the  aspec t  of p r iva te  credi t  facil i t ies be-  
ing g ran ted  to sh ipyards :  The worse  the  s i tuat ion,  the  
more  difficult  it is to ob ta in  credit ,  by  o rd ina ry  facil- 
ities, in  the  p r iva t e  marke t ,  for wha t  looks to be  a 
dec l in ing  indust ry .  Such yards  as are c losely  inte-  
g ra ted  in the  f r amework  of b igger  t r u s t s - - l i ke  those  
in the  big I ta l ian  Sta te  Trus t  IRI - - en joy  doubt less  a 
r e l a t i ve ly  f avourab le  s i tuat ion,  because  t hey  can  
par t ia l ly  re ly  on  se l f - f inancing wi th in  the  trust.  

Inc identa l ly ,  t he re  seems  to be one par t icu lar  fac tor  
f avour ing  J a p a n e s e  sh ipbui ld ing:  Capi tal  is supplied 
on an  inc reas ing  sca le  from the  Uni ted  States. In this 
way,  Uni t ed  States  technical  know-how and  skill  is 
combined  wi th  J a p a n e s e  cheap labour.  If one adds 
to this  the  p r e p o n d e r a n t  role of Amer i can  inf luence  
in the  oil i ndus t ry  and  its orders  of tankers ,  th is  
combina t ion  might  b e  one of the  most  formidable  
dangers  for European  shipbui lding.  

Tax conces,sions and  i n v e s t m e n t  a l lowances  as wel l  
as a l lowances  on  con t rac t s  are prac t i sed  in Britain,  
Scand inav ia  and  the  Ne the r l ands ,  acce le ra ted  inves t -  
men t  in these  coun t r i e s  and a lmost  all countr ies  of 
the  Common  Market .  T h e y  m ay  as wel l  be  cons idered  
as specia l  forms of c red i t  facilit ies,  fu r the r ing  self- 
f inancing.  Of course,  t h e y  can  also be cons idered  as 
subs id ies ;  so w h a t  wi l l  h a v e  to be  said of direct  sub- 
sidies will be  app l i cab le  to these  ind i rec t  forms of aid 
as well.  

,~ Cf. F. S i e g e r t , D i e  S u b v e n t i o n e n  d e r  W e l t s c h i f f a h r t  u n d  
ihre sozial-6konomischen -~Virkungen, Berlin 1930, p. 60. 
9 Cf. also: S. Z u e 11 i g , Die Seefrachten 1920- 1938, Zfirid~ 1942, 
p. 62 ff. 

The  effect of d i rec t  and  ind i rec t  subsidies  b e i n g  g iven  
to J a p a n e s e  ships  and  sh ipyards  is be ing  e s t ima ted  to 
r e p r e s e n t  at  leas t  1 0 %  of the  cost  of ships,  and  it  has  
b e e n  sugges ted  t ha t  the  r e m e d y  would  be  to in t roduce  
aid measu res  of a s imilar  ex t en t  in  Europe,  d imin i sh ing  
the  cost  of ships  by  abou t  10 to 15 ~ W h a t  seems  to 
be  essent ia l  is t ha t  such p lans  should  be  c o m b i n e d  
wi th  long- te rm p lans  to improve  the  s t ruc tu re  and  
eff ic iency of Eu ropean  sh ipya rds  and  shipping.  It m a y  
be  doubt fu l  w h e t h e r  this  c an  be  ach ieved  in a l imi ted  
per iod  by  1969. At  a n y  rate,  overa l l  p l a n n i n g  m a y  be  
involved ,  and  it will be  p robab l e  t ha t  the  who le  of the  
mar i t ime  t r anspo r t  policy,  inc lud ing  ports,  r eg iona l  
pol icy  and  a t t i tudes  towards  "confe rence"  car tels ,  wil l  
h a v e  to b e  coo rd ina t ed  in a r a t i ona l  manner .  

Industrial Organization and Efficiency 

The s t r ange  th ing  is tha t  of t he  two count r ies  h e a d i n g  
the  wor ld  l ist  of eff ic ient  sh ipbui lders ,  S w e d e n  and  
Japan ,  bo th  h a d  the  h ighes t  s tee l  p r i c e s - - a t  l eas t  in 
the  ea r ly  f i f t i e s - - and  one is a h igh  wage  producer ,  of 
ma te r i a l  and  of labour,  but  indus t r i a l  e q u i p m e n t  and  
organiza t ion .  It is t rue  t ha t  nowadays ,  howeve r ,  spe- 
cial  r eba tes  on  s teel  seem to be  one of the mos t  effec- 
t ive  subs id ies  g ran ted  to J a p a n e s e  sh ipyards  today.  

N e v e r t h e l e s s  the  dec is ive  t h ing  is i nnova t i on :  So the  
J a p a n e s e  changed  from r ive t i ng  to un ive r sa l  weld ing ,  
in the  ea r ly  fifties, as wel l  as to p re fabr i ca t ion ;  t h e y  
engaged  a l a rge  n u m b e r  of u n i v e r s i t y  g r adua t e s  for 
technical  jobs,  bui l t  up a s sembly  shops  and  s l id ing  
t r anspor t a t i on  ins ide  the  y a r d s  and  thus  m a n a g e d  to 
cons t ruc t  40,000 tdw. t anker s  in  six months .  

In Sweden,  m a n a g e r i a l  a r r a n g e m e n t s  are  also dec i s ive :  
P re fabr i ca ted  sec t ions  are used, m o v i n g  be l t s  a re  ap- 
pl ied ins ide  the  yards ,  and  espec ia l ly  the  p roduc t ion  
eng inee r  is p a r a m o u n t  in d i s cove r ing  a lways  n e w  
methods  and  oppor tun i t i e s  for cost  reduct ion .  It does  
not  seem a mere  acc ident  t ha t  in Sweden  as wel l  as in 
J a p a n  the  admin i s t r a t i ve  p e r s o n n e l  is r a t h e r  n u m e r -  
o u s - t h i s  is t he  pr ice  to be  pa id  for h igh  produc-  
t ivi ty .  

Besides, the  fact  tha t  concen t r a t i on  has  b e e n  p u s h e d  
much f a r t h e r - - b o t h  in the  ver t i ca l  and  hor i zon ta l  s e n s e  
- - i n  bo th  count r ies  seems to be  of p a r a m o u n t  impor t -  
ance:  6 Swedish  ya rds  hand le  a lmos t  the  whole  (96 ~ 
of Swedish  output ,  and  still co l l abora te  v e r y  closely.  
9 J a p a n e s e  ya rds  y ie ld  80 ~ of ships  be ing  bui l t  in 
J a p a n ;  t he re  are  a l toge the r  15 ya rds  in  J a p a n  bu i ld ing  
deep sea  s h i p s - - b u t  40 in EEC count r i es  . . .  

Bigger  sh ipyards  m e a n  m a n y  advan t ages :  cheape r  
supply  of r aw mater ia ls ,  b ecause  of r eba tes  on  the  
basis  of quan t i t i e s  and  regular i ty ,  d ivers i f ied  p roduc-  
t ion  and  the re fore  dec reased  risks, g r ea t e r  i ndepen-  
dence  from b u y e r s  and  m o n e t a r y  condi t ions ,  l o w e r  
costs,  e spec ia l ly  in capi ta l  ut i l izat ion,  all round.  This  
does  not  m e a n  tha t  concen t r a t i on  is a un ive r sa l  pana -  
cea, no r  tha t  it is w i thou t  its own  pecu l i a r  dangers .  

Competitive Situation of Shipyards 

The outcome of all this is t ha t  Amer ican ,  French and  
I t a l i an  sh ipyards  do not  seem to be v e r y  compet i t ive ,  
excep t  under  condi t ions  of h igh  wor ld  demand :  So 
they  bo th  rely on h e a v y  sh ipp ing  subsidies ,  t h o u g h  in 
I ta ly  the  Tambron i  Law of 1954 d imin i shed  them some* 
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what ,  by  compar ison to the  law of 1938. G e r m a n  ship- 
ya rds  are in difficulties to-day  in face of r i s ing costs.  
Dutch yards  seem to be v e r y  compet i t ive .  

It is quite possible  that  it was  not  the  ove r - expans ion  
of equ ipment  in German  shipyards ,  for ins tance ,  which 
m a d e  them less compet i t ive ,  bu t  exac t ly  the  con t r a ry :  
" . . .  a pol icy  of make-do-and-mend  and  caut ious  spend-  
ing on capi tal  equipment  was  more  character is t ic  of 
the  inves tmen t  p rogrammes  of m a n y  (German) yards ."  ~0 
In o ther  words:  Capi tal  input  and  ra t iona l i sa t ion  we re  
not  enough,  and  the  real r e a s o n  of the  fal l ing behind ,  
was, in some countr ies  ( including Germany?)  the  fact  
t ha t  they  did not  remain  up to date  wi th  r ega rd  to 
technology,  m o d e r n  organ iza t ion  and  equipment .  The  
facts  are tha t  from 1955 to 1964, the  J a p a n e s e  
sha re  in world  sh ipbui ld ing  inc reased  f rom 15 to 39 ~ 
whe rea s  the  EEC share  dec rea sed  from 38 to 27 "/0. 

The Economics of Subsidies 

Economic theory  has  a lways  c o n d e m n e d  subs id ies :  
They  hamper  more  eff icient  producers ,  t ie up capital  
which should  be  switched to o the r  more  p roduc t ive  
uses,  molly-coddl 'e ineff ic ient  f irms and  take  the  spur  
off them which migh t  be  p rov ided  by  fear  of bank-  
ruptcy.  In principle,  " t rade  which canno t  be  car r ied  on  
bu t  by  means  of a b o u n t y  is necessa r i ly  a los ing 
t rade"  (Adam S m i t h).  11 

In practice,  subsidies  des igned  to fu r ther  r econve r s ion  
and  modern iza t ion  of sh ipya rds  h a v e  b e e n  g ran ted  for 
a long t ime in Italy,  F rance  and  Bri tain:  Success  has  
not  been  spectacular ,  so far. In Germany ,  the  p rac t i ce  
b e g a n  in 1962. 

Besides, the re  a re  expor t  subsidies  to sh ipyards :  in 
this  case  nat ional  sacr i f ices  w e r e  made  to f avour  
foreign ships which t hen  compe ted  wi th  the  na t iona l  
Fleet  of the  expor t ing  country.  

If, however ,  subs id ies  to sh ipyards  should  be  g iven  to 
f avour  the  na t iona l  Fleet,  one  migh t  ask w h e t h e r  it 
would  not  be  be t t e r  to g ive  t hem di rec t ly  to the  ship- 
p ing  companies .  The  a n s w e r  migh t  be  tha t  these  sub- 
sidies might  t hen  be  used  to b u y  ships in fore ign ship- 
yards.  If the  subs id ies  are  " t ied" in  such a w a y  tha t  
the  companies  r e c e i v i n g  them migh t  be  obl iged to 
spend  the  m o n e y  b u y i n g  sh ips  f rom na t iona l  shipyards ,  
the  fact remains  t ha t  the  m o n e y  is thus  l ike ly  to be  
spen t  for ships which  are more  expens ive  t h a n  t hey  
would  h a v e  been  if b o u g h t  abroad.  

The  gist  of the m a t t e r  is this:  Does one wan t  to help  
the  ships  or the  sh ipya rds?  One  canno t  h a v e  it bo th  
ways.  

Subsidies and Preferential Systems in Shippi,,g 

France  is sure ly  a lso famous for its aid be ing  g iven  to 
Sta te  companies .  Such aid m ay  not  favour  the  sh ipp ing  
indus t ry  in  genera l :  "The total  amount  cu r ren t ly  pa id  
in aid to French sh ipp ing  appears  to be  less t han  the  
tax  relief from i n v e s t m e n t  a l lowances  of Bri t ish ship- 
owners ."  ~2 If we e x c l u d e  these  e lements  and  cons ider  
direct  cons t ruc t ion  subs id ies  g iven  to sh ipowners ,  this  
leaves  us wi th  a l i s t  of a few countr ies :  Aus t ra l ia ,  
India, Italy, USA a n d  Yougoslavia .  O the r  countr ies ,  

~0 P a r k i n s o n ,  op. eit., p. 186. 
tl Adam S m i t h ,  Wealth of Nations, Book IV, Chapter V: 
"On Bounties". 
12 F a i r p l a y ,  Apr. 26, 1962, p. 37. 

Asbestos 
Cement 

Corrugated 
Sheets 
Experience of decades 
guarantees the successful use 
of "Durasbest" Corrugated 
Sheets for roofings and wall 
facings. "Durasbest" Corru- 
gated Sheets are excellently 
suited for any climate. 

Eternit Aktiengesellschaft 
Hamburg 36, 
Bleichenbrbcke 10 
Telephone 34 04 67 
Telex: 021-2265 
Telegrammes: EternitHamburg 

tNTERECONOMICS, No. 6, 1966 13 



notab ly  Spain, Por tugal  and  Japan ,  as well  as Latin 
A m e r i c a n  coun t r i e s  are  p rac t i s ing  impor tan t  prefer -  
ence  and  indirect  a s s i s t ance  such as credit  faci l i t ies 
are  ub iqu i tous  and  have  been  d i s cus sed  above.  

By no m e a n s  shou ld  the  effect  of such subs id ies  be 
overra ted .  For ins tance,  P a r k i n s o n said abou t  the  
J a p a n e s e  ya rds :  "The pol icy  of p romot ing  ou tpu t  by  
subs id ies  would  h a v e  fai led if it h ad  not  been  backed 
up b y  a dec is ive  effort to br ing down costs." 1:~ At  a n y  
rate, these  coun t r i e s  who e n g a g e d  in ou t r igh t  sub-  
sidization,  l ike Italy,  Spain and  the Uni ted  States,  did 
not  a lways  su cceed  in ob ta in ing  spec t acu l a r  g row th  
ra tes  for the i r  fleets.  14 

From 1949 to 1954, world sh ipping  e x p a n d e d  by 4.8 ~ 
an n u a l l y ;  on ly  I ta ly  exceeded  tha t  ra te  wi th  9.3 ~ 
whi le  Spain ( + 2  0/~) r ema ined  far behind,  and  the  USA 
Fleet  ac tua l ly  dec reased  by  0.3 ~ annua l ly ;  b e t w e e n  
1954 and  1960, the  world g rowth  inc reased  to 6.3 ~ 
annua l ly ;  Spain improved,  but  did not  reach the  wor ld  
ra te  with 6.1 ~ I ta ly was  left beh ind  (4.3 ~ and  US- 
dec rease  ac tu a l l y  acce le ra ted  ( - -1 .7~ annual ly) .  It 
seems ,  therefore,  t ha t  one  canno t  re ly  on sh ipp ing  sub-  
s idies  to m a in t a in  a h igh  ra te  of g rowth  of na t iona l  
f leets  and  sh ipbui ld ing .  The  examples  of J a p a n  and  
France  can n o t  be cited: tn  J a p a n s '  case,  "the des t ruc-  
t ion of the  Fleet  . . .  r e m o v e d  the effects  of pr ior  sub-  
s idies"  38; the  Fleet  reached its p r ewar  size on ly  in 
1958. 

Flag d i sc r imina t ion  in its va r ious  forms ce r t a in ly  
exists ,  apar t  f rom the  above  n a m e d  countr ies ,  in mos t  
Lat in A m e r i c a n  and  m a n y  Asia t ic  countr ies .  All  t hese  
forms of pro tec t ion ism,  accord ing  to the  mos t  e x t r e m e  
es t imates ,  n e v e r  af fected more  t h a n  8.5 ~ of wor ld  
t rade  on the  seas ;  if one e x a m i n e s  the s i tua t ion  in 
detail ,  5.7 ~ s e e m s  to be a much safer  guess .  1~ 

Nev e r th e l e s s ,  p ro t ec t ion i sm ex tended  to shipping,  to- 
ge th e r  wi th  subs id ie s  g iven  to sh ipyards ,  m a y  con-  
t r ibute  towards  d i sequ i l ib r ium in the  sh ipp ing  indus t ry ,  
by  m a k i n g  sh ips  cheaper .  Much depends  on the  form 
in which aid is be ing  g iven:  If, for ins tance,  s u b s i d y  
s y s t e m s  are  co m b ined  with ob l iga t ion  to scrap  a cer- 
ta in  tonnage ,  or, bet ter ,  to scrap  it for e v e r y  ton pu t  
in serv ice ,  this  m a y  still  p rove  to be the  bes t  indirect  
he lp  to sh ipp ing  and  even  sh ipyards .  Such schemes  
h a v e  b een  t r ied  in the  past,  for in s t ance  in the  p lan  
a n n o u n c e d  b y  the  Bri t ish  G o v e r n m e n t  on N o v e m b e r  
30th, 1934, for subs id iz ing  Brit ish t ramps:  It p rov ide d  
tha t  for e v e r y  ton  of new  sh ipp ing  two tons of old 
shou ld  be scrapped.  17 

Surp lus  c ap ac i t y  shou ld  be e l imina ted  not  on ly  be- 
c au se  it imposes  a b u r d e n  on a v e r a g e  r u n n i n g  costs,  
bu t  b e c a u s e  in the  l ong  run  indus t r i es  afflicted with it 
fall an  ea sy  p r e y  to technical  s tagna t ion ,  as had  hap-  
p e n e d  in Bri tain in the  past.  is Technological  s t agna -  
t ion in sh ipp ing  will  h a v e  its effects on the  s h i p y a r d s  
as well.  

On  the  o ther  hand,  subsidies ,  whi le  s t imula t ing  inves t -  
m e n t  and  there fore  technologica l  deve lopment ,  do not  

t3 P a r k i n s o n ,  op. cit., p. I84. 
14 S t u r m e y , op. cir., p. 392/3. 
t8 S t u r m e y , op. tit., p. 393. 
10 S t u r m e y , op. cit., p, 205/6. 
37 G, C. A 1 1 e n ,  The Structure of Industry in Britain, London 
1961, p. 149. 
z8 C. E. F a y 1 e , A short history of the World's Shipping Indu- 
stry, London 1927, p. 274. 

p r o v i d e  a c o m p l e t e  solut ion.  F a y l  e h a s  d e c l a r e d  

tha t  "it was  no t  the  sh ips  in receipt  of la rge  di rect  
subs id ies  tha t  p roved  the  mos t  formidable  compet i to r s  
of Bri t ish shipping."  3s 

Can a s imi la r  th ing  be said abou t  sh ipya rds?  In 1946, 
P i g o u emphas i zed  tha t  l a rge  con t rac t ions  in ship-  
bui lding,  which are bound  to follow la rge  expans ions ,  
will be ca tas t roph ic  if t hey  co inc ide  wi th  gene ra l  re- 
ces s ions  in wor ld  trade,  i.~ A re  we  jus t  now abou t  to 
w i tne s s  such a d e v e l o p m e n t  in the  nea r  future ,  a 
branch dep re s s ion  co inc id ing  wi th  a wor ld  s lump?  
Great  care  m u s t  then  be  t a ke n  to co-ord ina te  s u b s i d y  
po l icy  ins ide  EEC. 

Subsidies to Shipbuilding 

In e x a m i n i n g  the  ques t ion  of subs id ies  be ing  g i v e n  to 
sh ipyards ,  one m a y  be t empted  to a sk  one impe r t i ne n t  
p r e l imina ry  ques t ion :  m a y  no t  the  s a m e  money ,  g iven  
to the  s h i p o w n e r s  and  spen t  on, say,  J a p a n e s e  yards ,  
be be t te r  employed?  However ,  there  m a y  ce r t a in ly  be 
specia l  jus t i f ica t ions  for subs id ies  to the  s h i p y a r d s  if 
e i ther  or all of the  fol lowing condi t ions  are  fulfi l led: 

Fore ign  sh ipya rds  are be ing  subs id ized  and/or  prac-  
t ise "dumping"  pr ices  (thus, for ins tance ,  J a p a n e s e  
pr ices  are  sa id  to be 10 ~ at  l eas t  lower  ' than t h e y  
wou ld  be in the  absence  of subs id ies ) ;  

[ ]  Na t iona l  sh ipya rds  in Eu rope a n  coun t r i e s  are  ob- 
l iged to b u y  mater ia l s  which are  u n d u l y  expens ive ,  
b e c a u s e  of na t iona l  policies (in coal or steel);  

[ ]  Na t iona l  s h i p y a r d s  are  to be  r e o r g a n i s e d  and  ne e d  
some  "b rea th ing  space  ~ to r e ga in  compe t i t i veness .  

The  th i rd  case  is re la ted  to the  f a mous  "infant  indus-  
try" a r g u m e n t  which can  on ly  be  appl ied  in a very  
cau t ious  m a n n e r  to de ve lope d  count r ies .  At  a ny  rate, 
it does  not  jus t i fy  long- te rm subs id ies .  There  s e e m s  
to be an  e l emen t  of it in  r ecen t  p roposa l s  to s tep  up 
or ma in t a in  subsidies .  

The second  case  invo lves  an  e v e n t u a l  r econs ide ra t ion  
of na t iona l  policies af fec t ing  o ther  indus t r i es ;  for  
ins tance ,  s teel  migh t  be too e x p e n s i v e  b e c a u s e  coal is 
be ing  p ro tec ted  and  its pr ices are  kep t  up. It m igh t  be 
no ted  tha t  steel,  in 1954, before  t rouble  b e g a n  to be- 
come apparen t  in some  I ta l ian yards ,  was  about  4 to 
7 %  more  e xpe ns ive  in I ta ly  t ha n  in Britain. On  the 
o ther  hand,  in spi te  of recen t  c r i t ic i sm c onc e rn ing  stiff  
special  reba tes  on J a p a n e s e  s teel  for sh ipyards ,  it 
mus t  not  be forgot ten  that  s tee l  w a s  r a the r  e x p e n s i v e  
in J a p a n  in the  ear ly  fifties "-~ f avoured  cos t  
s a v i n g  t h r o u g h  a change from r ive t ing  to u n i v e r s a l  
we ld ing  and by  ne w  des igns  of the sh ips '  hulks ,  m a k -  
ing t he m shor te r  and  sav ing  10 to 15~ of the  s teel .  

It is the  first case, however ,  tha t  is of p a r a m o u n t  im- 
por tance .  Recent  proposals  in the  EEC are ba se d  on 
s o m e t h i n g  like the fol lowing ph i losophy :  One  m a y  
a rgue  tha t  it would  be no good to profi t  f rom cheap  
sh ipbu i ld ing  prices abroad, sacr i f ic ing  the  own ship-  
yards ,  on ly  to be confronted  to -mor row by  a po ten t ia l  
foreign monopo ly  w hose  pr ices  m i g h t  then  go up 
again.  This a r g u m e n t  is re inforced  by  all sor ts  of 
regional and employment considerations, and especial- 
ly by the idea that foreign cheapnes,s is largely due to 

19 A. C. P i g o u , 1946 and 1919, in: LXoyds Bank Review, London, 
July 1949. 
20 Cf. P a r k i n s o n , op. cir., p. I95, 184 etc. 
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subsidies.  Fur the rmore ,  one considers  tha t  it is pos- 
sible to match fore ign efficiency, if on ly  some  t ime is 
g iven  to reorgan ize  and  modern ize  the  indust ry .  

The danger  in these  cons ide ra t ions  is of course  that ,  
by  ma in t a in ing  capaci ty ,  such pol ic ies  m i g h t  contr i -  
bu te  in the  long  r un  towards  a s i tua t ion w h e n  ship- 
ya rd  capaci t ies  all ove r  the  wor ld  might  be  ar t i f ic ia l ly  
inflated, whi le  d e m a n d  is f lagging.  A nd  worse  sti l l :  
b y  mak ing  ships  cheaper  al l  o v e r  the  world,  t h r o u g h  
s u b s i d i e s - - m o n e y  which migh t  h a v e  b e e n  e m p l o y e d  
in a more  eff ic ient  w ay  in o the r  b r a n c h e s - - , t o n n a g e  
m a y  be still  more  u n d u l y  increased ,  which m a y  con- 
t r ibu te  to lower  rates ,  l ower  d e m a n d  for  o rd ina ry  
ships, give a fu r ther  fillip to bu lk  carr iers  and  thus  
favour  t hem in a w ay  not  qu i te  compat ib le  w i th  pu re  
cost  cons idera t ions ,  b e c a u s e  the re  is th is  ar t i f ic ial  
pol icy  b e h i n d  it. 

W h a t e v e r  the  mer i t s  of these  cons ide ra t ions  m a y  be:  
It  m a y  sti l l  ho ld  good  tha t  subs id ies  are t e m p o r a r i l y  
just i f ied,  p rov ided  one  can  p rod  the  sh ipyards  into a 
real  ef f ic iency drive.  O ne  mus t  on ly  take  care  t ha t  
sh ipyards  which wil l  h a v e  to be  c losed d o w n  wil l  
e f fec t ive ly  be  c losed  down wh i l e  the  genera l  economic  
s i tua t ion  is still  favourable .  Indeed,  i t  wou ld  be  b e t t e r  
to tu rn  worker s  ove r  to o the r  b ranches  whi le  t hey  sti l l  
migh t  eas i ly  find new  jobs,  

At  any  rate,  if subs idies  a lone  canno t  be re l ied  upon  
to ma in t a in  a h i g h  ra te  of g r o w t h  of na t iona l  shipping,  
one  m a y  st i l l  ask  w h e t h e r  t hey  migh t  not  con t r i bu t e  
towards  m a i n t a i n i n g  a s t ead ie r  ra te  of e m p l o y m e n t  in 
shipbui lding.  This  wou ld  m e a n  a pol icy  of v a r i a b l e  
subsidies,  acco rd ing  to the  bus iness  cycle s i tuat ion,  
which is not  easy  to be  ca r r i ed  out. 

In  fact, the  p e r c e n t a g e  of t o n n a g e  expor ted  increased ,  
if one  compares  the  la te  fifties wi th  the  per iod  of 
1950/55, in J a p a n  from 40 to 60 %, in G e r m a n y  from 
45 to 60% . In the  Ne the r l ands ,  it i nc reased  on ly  
slowly, f rom 53 to 57 ~ and  in Sweden  it  ac tua l ly  
dec reased  sl ightly.  The  dec rease  was d i sas t rous  in 
Bri tain:  from 35 to 23% ! It is t rue  tha t  the  Panl ib-  
f leet  bough t  a lot  of ships  f rom J a p a n  and thus  migh t  
h a v e  prof i ted  from J a p a n e s e  subsidies :  the  J a p a n e s e  
wen t  as far  as to g ran t  suga r  impor t  l icences  to ship-  
bui lders ,  which, w h e n  sold, we re  equ iva len t  to 5 % of 
the  pr ice  of expor t ed  ships!  ~ 

21 P a r k i n s o n ,  op. cit., p, 183. 

Of course,  if subs id ies  are  to be g i v e n  to sh ipyards  in 
o rder  to offset s imi lar  subs id ies  abroad,  this  presup-  
poses  a n  exac t  k n o w l e d g e  of the  e x t e n t  to which for- 
e ign cost  and  pr ice  a d v a n t a g e s  a re  due to t ha t  fac tor  
and  to others .  The d a n g e r  is tha t  a v ic ious  spiral  migh t  
be  se t  going, r esu l t ing  in cu t - th roa t  pr ices  all  ove r  t he  
wor ld  and  a g g r a v a t i n g  a po ten t i a l  l ong- t e rm depres-  
s ion in sh ipp ing  t ha t  migh t  o t h e r w i s e  be  avoided,  
whi le  p roduc t ive  r e sources  are be ing  s q u a n d e r e d  j u s t  
to avo id  an  i n t e r n a t i o n a l  d iv i s ion  of l abour  tha t  m a y  
be  des i rab le .  

The  be s t  so lu t ion  to all  t hese  p rob lems  would  of 
course  be  an  i n t e r n a t i o n a l  a g r e e m e n t  to stop all sub- 
s idies  b e i n g  g i v e n  to ships  or  to sh ipyards ,  all  ove r  
the world.  This is c e r t a in ly  u topian ,  and  it would  any-  
way  be  v e r y  diff icult  to imp lemen t  and  to control .  

The  second  bes t  so lu t ion  seems to be  a sys tem which, 
whi le  he lp ing  sh ipya rds  t ha t  h a v e  fa l len  beh ind  in 
eff iciency,  leads to a g radua l  i m p r o v e m e n t  in pro- 
duc t iv i ty  for the  bes t  yards ,  w h e r e a s  sub-marg ina l  
ya rds  a re  g radua l ly  be ing  c losed down,  the i r  worker s  
or  e v e n  p lan t s  be ing  r e -adap ted  to other ,  more  effi- 
c ient  act ivi t ies .  This  m a y  m e a n  t ax  bount ies  for 
mergers ,  specia l  a l l owances  for a cce l e r a t ed  d e p r e c i a -  
t ion of n e w  equipment ,  d e v e l o p m e n t  aid, c redi t  facili- 
t ies  for n e w  sites, etc. Such schemes  migh t  be  l inked  
w i th  mode rn i za t i on  schemes for shipping,  des igned  to 
fos ter  s c rapp ing  of ineff ic ient  t o n n a g e  and  moderniza-  
t ion  of the  fleet. 

As  has  a l r eady  b e e n  emphas ized ,  s imilar  schemes h a v e  
a l r e a d y  b e e n  t r ied in the  past ,  n o t a b l y  in  the  thir t ies .  
If in  the  pas t  such schemes we re  not  successful ,  i t  
shou ld  no t  be fo rgo t ten  t ha t  this  was  l a rge ly  due to 
i l l - conce ived  overa l l  pol ic ies  of G o v e r n m e n t s ,  at t ha t  
time. It has  b e e n  sa id  tha t  in those  days  " G o v e r n m e n t  
po l icy  . . .  in  Bri ta in  and  o the r  countr ies ,  was  on  the  
one  h a n d  d i rec ted  towards  inc reas ing  the  eff ic iency of 
the  mercan t i l e  mar ine" ,  whi le  "on  the  o the r  h a n d  it  
was  des igned  to res t r ic t  the  v o l u m e  of t r ade  t ha t  the  
sh ips  a re  to carry."  22 

The  European  C o m m o n  M a r k e t  and  the  s t imulus  i t  is 
g iv ing  to i n v e s t m e n t  and  the re fo re  t r ade  seems to b e  
the  bes t  g u a r a n t e e  tha t  such % e g g a r - m y - n e i g h b o u r -  
pol icy"  wil l  n e v e r  be  p a r a m o u n t  again.  

-%~ A 1 1 e n ,  Bri t ish Industr ies ,  1935, p. 157. 
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