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C/WP6/A(2008)1/REV 1

COUNCIL WORKING PARTY ON SHIPBUILDING

REVISED DRAFT ANNOTATED AGENDA FOR THE 106" MEETING OF THE WP6

Item 1: Adoption of the Agenda [C/WP6/A(2008)1/REV1]

The Working Party is invited to adopt the Agenda for this Session of the Council Working Party
on Shipbuilding.

Item 2: Election of Officers

The WP6 is required to hold election of officers at its first meeting of the year. The Chairman,
Ambassador Neple has indicated his availability for re-election. The approach taken by the WP6 with
respect to the Bureau is that Vice-Chairmen would be nominated by Japan, Korea and the EU, and that
arrangement is open for reaffirmation. However, if there are other nominations for the Bureau positions
these should be advised to the Secretariat by Monday 2 June.

Item 3: Approval of the summary record [C/WP6/M(2007)2]

The Delegate from Korea requested the addition of a paragraph reflecting his intervention
following the Chairman’s statement on the future of the negotiations on a new Shipbuilding Agreement.
As this only affects the Delegate’s own intervention, this will be included in a revision of the Summary
Record to be issued after this meeting. k

The Delegation of Japan also raised a point regarding the outcome of the discussion of Item 4 (ii)
on the Sector Understanding on Export Credits for Ships. As this issue could not be resolved in writing
between Delegations that spoke on that item, it will need to be considered by the Working Party as a
whole. An explanatory Room Document (No: 1/08) has been provided to guide this discussion.

Following the resolution of this, and any other issues raised from the floor, Delegates are invited
to approve that summary record.

Item 4: Part II funding arrangements for Output Area 1.2.3 Shipbuilding [C/WP6(2008)3]

The Part Il funding arrangement for the Shipbuilding Programme expires at the end of 2008, and
the WP6 is required by the Council to decide whether to extend that funding arrangement for the period
2009-10. The decision taken by the WP6 will be transmitted to Council for its consideration as part of the
normal Budget process.

Item 5: Proposal for the renewal of the WP6 mandate [C/WP6(2008)4)

In line with other subsidiary bodies of the OECD, the WP6 mandate expires at the end of 2008,
and a proposal for its extension needs to be sent to the OECD Council for consideration as part of the
mandate renewal process. This document, submitted for discussion and decision by the WP6, proposes
that the current mandate be changed as little as possible.
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Item 6: Sector Understanding on Export Credits for Ships (SSU)

The WP6 has established an informal expert group to consider in detail the work items contained
in the revised SSU. This expert group is scheduled to meet immediately before the WP6 July 2008
meeting. The expert group Chairman, Mr. Yang-Hyun Lim (Korea), will provide a brief report on that first
meeting. '

In addition, New Zealand has made a request to become a Participant in the Sector Understanding
on Export Credits for Ships, and current Participants and other WP6 members can discuss this request.

Item 7: The interaction between the ship repair/conversion and [C/WP6(2008)6]
shipbuilding industries

This report was undertaken with the assistance of the Government of Turkey, which provided a
temporary post to undertake work on a variety of shipbuilding issues.

The report examines interactions between the ship repair/conversion industry and the
shipbuilding industry that can create overlaps and common areas with respect to facilities, skills and
outputs. This work is intended to facilitate future consideration of the relationship between these two
complementary sectors, in particular with respect to the possible resumption of the negotiations on a new
Shipbuilding Agreement, where the coverage of the ship repair sector is still an open issue. Delegations
are invited to consider and discuss the material and analysis provided in this report.

Item 8: Negotiations on a new Shipbuilding Agreement

The Chairman of the WP6 will make a short statement regarding the possible resumption of these
negotiations, and Delegations will have an opportunity of discussing his proposals regarding the
assessment of whether circumstances may be favourable for the consideration of such a restart.

Item 9: Report on the shipbuilding industry in China [C/WP6(2008)7]

This study is part of the WP6 Programme of Work for 2007-08, and is intended to be one of a
series of similar reports covering both OECD and non-OECD economies. The government of China
agreed to participate in the study, and China has been invited to this WP6 meeting as an ad hoc observer.
Delegates are invited to discuss the information contained in the report and consider whether any follow-up
is necessary, especially with respect to the future involvement of China in the work of the WP6.

Item 10: Analysis of support measures 2004-06 [C/WP6(2008)8]

The WP6 considered at its December 2007 meeting a draft Inventory of Support Measures
provided by governments to their shipbuilding industries. All OECD WP6 members and a number of non-
OECD economies contributed to the Inventory. The project has been undertaken to enhance transparency
in the sector and to allow WP6 Delegates to examine those support measures through peer reviews.

This document, as well as providing a revised and standardised Inventory, also provides some
analysis of the financial information collected. Delegates are invited to discuss the Inventory and analysis,
and use the opportunity to raise queries regarding the support measures or the analysis.
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Item 11: Workshop with non-OECD economies - December 2008

At its December 2007 meeting the WP6 asked for a re-shaping of the format of the proposed
Workshop with non-OECD economies to be held in December 2008, in order to make it more interactive.
The proposal has now been revised, and Delegations will have the opportunity of discussing and approving
this new format. A Room Document (2/08) will be circulated to facilitate the discussion.

Item 12: WP6 Programme of Work and Budget (PWB) 2009-2010 [C/WP6(2008)5]

As part of the OECD’s Budget process, the WP6 is required to propose to Council a Programme
of Work and Budget for the next budgetary biennium, 2009-10. This draft PWB was formulated on the
basis of priorities allocated by WP6 Delegations to a list of possible activities discussed at the WP6
December 2007 meeting. The WP6 is asked to consider and confirm its final Programme of Work for
2009-10 for transmission to the OECD Council.

Item 13: Report on the Shipbuilding industry in Vietnam [C/WP6(2008)9]

This study is part of the WP6 Programme of Work for 2007-08, and completion was postponed
from the end of 2007 to 2008 in order to provide further opportunities to engage Vietnamese authorities in
the study. The Vietnam Industry Shipbuilding Corporation (Vinashin), a state-owned corporation, agreed
to provide an input into the study, and Vietnam has been invited to this WP6 meeting as an ad hoc
observer. Delegates are invited to discuss the information contained in the report and consider whether any
follow-up is necessary, especially with respect to the possible future involvement of Vietnam in the work
of the WP6.

Item 14: Exchange of information regarding recent policy developments - Tour de Table

In accordance with established practice, members should report in writing on recent
developments in their shipbuilding industries (e.g. local market changes, restructuring plans, subsidies,
legislative initiatives, etc.) for the information of other members. Those reports will be issued as OECD

documents as soon as they reach the Secretariat.

The Chairman may request a tour de table so that all Delegations can inform their colleagues of
recent developments.

Item 15: Dates of next meeting

As agreed in December, the next WP6 meeting has been scheduled for 4-5 December 2008. This
will incorporate the Workshop with non-OECD economies.

Item16: Other business

No additional business has been advised to the Secretariat.
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Bulk/Ore Carriers 1,201 | 52.431 | 54.0% 22. 559

Crude 0il Tankers 165 15.611 | 16.1% 5. 268

Container Vessels 496 13.075 | 13.5% 9. 020

011 Products Tankers 182 4. 564 4. 7% 2.905
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Tankers
Vehicle carriers hl 2. 396 2.5% 1.415
LNG/LPG carriers 26 0.673 0.7% 0.659
Remainder 96 0. 984 1. 0% 1.148
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Figure 6. The 10 largest foreign investors in Vietnam as of June 2007

Others, 20.80%

Malaysia,ZﬁO%\

France, 3.30%

Singapore, 13.60%

Us,3.40% |
Netherland, 3.60%

Chinese
British Virgin Taipei, 12.80%
Islands, 5.70%

Hong Kong, 8.20%

Source: Vietnam Foreign Investment Agency, 2007

Table 1. Geographical clusters in Vietnam

Geographic Advantages Disadvantages
Location
Better infrastructure (ports. roads. telecoms) * Far from political decision centres
Major concentration of existing FDI * Higher competition from local and
South * Largest domestic market for ‘higher priced’ foreign companies.
Cluster products
Lowest costs (labour. land etc.) * Poor infrastructure
Easy access to specific inputs (raw material * Limited FDI
Central and commodities) * Higher administrative and regulatory
Cluster ¢ Low competition uncertainties.
¢ Limited local markets.
Proximity to political decision centres. e Stronger bureaucratic hindrances and
Most State Owned Enterprises have HQs difficulties related with foreign
here investment.
* More efficient for special or politically
North sensitive projects.
Cluster o Satisfactory infrastructure (including
Haiphong port)

Large local market
Easy access to specific inputs (notably
minerals)

Source: Guidebook for European Investors in Vietnam, Asia Investment Facility.
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Table 2. Major shipyards in Vietnam
Geographic Name of Shipyard Pl'ovince\‘-"}’[unici]}alit}'3 Building/Repair
Location (B/R)
* Saigon Shipyard ¢ Ho Chi Minh City *« B/R
Southern * CK 76 Shipyard * Ho Chi Minh City s B
Cluster ¢ Hoang Anh Shipbuilding Industry ¢ Nam Dinh e B
* Can Tho Shipyard ¢ Can Tho * B
*  Aker Yards Vietnam s Vung Tau « B
L]
¢ Dung Quat Shipyard ¢  Quang Ngai « B
¢  Hyundai — Vinashin Shipyard ¢  Khanh Hoa ¢« B/R
Central e Nha Trang Shipbuilding Industry e  Khanh Hoa « B
Cluster ¢  Da Nang Shipyard e DaNang *« B/R
¢  Song Han Shipyard ¢ DaNang e« B
¢  Phu Yen Shipyard ¢ PhuYen ¢« B
¢ Ha Long Shipyard ¢  Haiphong e« B
¢  Bach Dang Shipyard ¢ Haiphong ¢ B/R
Northern *  Nam Trieu Shipyard *  Haiphong « B
Cluster ¢  Song Gia Shipyard ¢  Haiphong « B
¢  Pha Rung Shipyard ¢  Haiphong ¢ BR
¢ Ngo Quyen Shipbuilding Industry *  Haiphong *« B/R
*  Nghi Son Shipyard ¢  Thanh Hoa *« B/R
¢  Ben Thuy Shipyard ¢ HaTinh * B/R
¢ Ben Kien Shipyard ¢  Haiphong e« B
*  Song Cam Shipyard *  Haiphong *« B/R
*  Song Lo Shipyard ¢ PhuTho « B
¢  Nam Ha Shipyard ¢  Nam Dinh *« B
¢ Tam Bac Shipyard ¢  Haiphong « B
¢  Thanh Hoa Shipyard ¢  Thanh Hoa e« B
¢  Hai Duong Shipyard e Hai Duong *« B/R
*  Red River Shipbuilding Industry ¢ Hanoi * B/R
Source: Compiled by the OECD secretariat
Table 9. Domestic/export mix of Viethamese yards orderbook

Type of vessel Export Export Domestic Domestic

vessels no. cgt vessels no. cgt

Bulk carriers 54 793 234 7 103 334

Crude oil tankers - - 5 129 797

Container vessels 10 78 504 3 42 567

General cargo vessels 51 271 864 36 153 975

Vehicles carriers 12 346 296 - -

Chemical/Oil products tankers 9 84 470 3 43 475

LPG vessels 4 29 596 - -

Total 140 1603 964 54 473 148

Source: Lloyd's Register Fairplay (December 2007).
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Period 2001-2005

¢ Upgrade shipyard capacities for building dry cargo ships up to Handymax size.

¢ Technical preparations for construction of more complicated vessels such as Aframax fankers and
Ro-Pax in phase 2.

Period 2006-2010

¢ Further upgrade and modernize shipyard technology to a level equal to mid-class shipbuilding
economies.

¢ Domestic production of shipbuilding material and equipment such as steel plates, marine engines
(2 and 4 strokes), hatch cover and cranes up to 70% of a ship value.

Period 2010-2015

¢ Manage modern shipbuilding technology for offshore structures and for vessels up to 150,000 dwt
(VLCCs).

¢ Aftain a solid position in Ro-Pax market.
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Table 11. Total World Newbuilding Orderbook — December 2007

Country of Building No gt (000s) cgt (000s)
South Korea 2,242 126,530 63.388
China 3,139 97.761 50.216
Japan 1,495 63.814 30,714
Germany 203 4,165 3.775
Italy 118 2,570 2,945
Philippines 116 5,160 2,489
Turkey 337 2,348 2.341
Vietnam 206 3,203 2,143
Romania 146 3,043 2,121
India 246 2,615 2,030
Chinese Taipei 67 2,838 1.683
Poland 122 2,031 1.673
Croatia 69 1,997 1,201
Denmark 23 1.462 0.662
Rest of the World 1,527 10,190 10,320
Total 10.055 329,731 177,740

Source: Lloyd's Register Fairplay (December 2007).
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*t1% = ! The shipbuilding industry in
China






1% = ! The shipbuilding industry in
Vietnam






1% 7 ! Draft programme of work and
budget (PWB)
2009-2010 :output area
1. 2. 3-shipbuilding






1% % : Frame work for the workshop
with non-member economies

(NMEs) December 2008






%+ = : The interaction between the
ship repair, ship conversion
and shipbuilding industries






