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Abstract
Title of Research paper: The Sino-Hellenic Relations in Shipping Industry with Focus
on the Shipbuilding Cooperation
Degree:

MSc

“Chinese banks ink more deals for Greek shipowners”, “China Attracts Greek Shipowners”,
“Maritime Greece in the Privatization Era: Challenges and Opportunities of the ChinaGreece Cooperation”, “A new era begins for China-Greece economic relations”, these are
some of the headlines that can be read in today’s maritime industry newspapers indicating
the strengthening of the Sino-Hellenic ties especially in shipping. Both strong shipping
nations, Greece and China have become strategic partners in the shipping and shipbuilding
sectors, extending the cooperation in port infrastructure, logistics and ship finance. Based
on this background, the present research paper explores the status quo of the two
countries in the shipping industry and the cooperation environment in the shipbuilding
sector by the use of a questionnaire. The findings confirm the close cooperation in
shipping, as Greek owned ships transport about half of the raw materials and crude oil
imports of China, and at the same time, Greek owners are the largest foreign client of the
Chinese yards. In addition, Greece welcomes Chinese investments in the sector of port
infrastructure and logistics. Finally, it is noticed that there is a growing collaboration in the
ship finance sector. Concerning the shipbuilding sector, the relations in the appear to be at
a very good level, with a high degree of “common understanding”, but at the same time the
results of the survey indicated issues which can be further improved. The shipyards should
invest on increasing their quality level, employ more English speakers, build cooperative
feelings with the site offices and invest on marketing in order to retain clients and attract
new ones. The employment of foreign executives in Chinese banks could increase the
bank’s know-how when dealing with foreign clients. Finally, Greek shipowners should pay
more respect to the contract terms, for instance limits on the renegotiation of the price.

KEYWORDS:
Sino-Hellenic, Greece, China, Cooperation, Relations, Shipbuilding, Shipyards, Piraeus
Terminal, Seaborne Trade, Ship Finance
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Introduction
The present research paper will focus on two great shipping nations and their inbetween relations.
In one side is China, world’ s second largest economy, main trading country, with huge
need for raw material imports and large amount of products to export. China is also the
first shipbuilding power with an abundant human labor force. In addition, during the
global crisis when all traditional European shipping banks were staying away of the
game, Chinese banks supported new shipping projects. In the other side is Greece. It is
a small country but its shipowners control the 15,56% of the total world dwt. These
shipowners need builders and repairers for their ships and cargo to be transported by
their fleet, as well as funds invested to their shipbuilding projects. The cooperation
between those two nations in shipping industry was inevitable as they are complements
the one to each other.
This paper has two goals. First, after presenting facts about the role of the two nations
in the global shipping industry separately, to assess the strength of the bond between
the two countries in the shipping world. The second goal is to research the cooperation
environment of the two parties in the shipbuilding sector by the use of a questionnaire.
In that way the author wants to get the views of the experts as it concerns the measures
that need to be taken to ensure this good cooperation in the future, the ways to make
this cooperation even stronger and to identify any obstacles that may exist disturbing
the smooth flow of the cooperation.
The ultimate purpose is the collected and interpreted results of this paper to be used as
guidelines for the two parties in their try to successfully cooperate in this highly
competitive and fluctuating industry of shipping.
The two above mentioned goals are treated in two different parts. The first part is
organized in three chapters. The first chapter introduces the reader to the numbers of
shipping industry. All the facts that are useful as background in order to understand the
chapters that follow. The second and third chapter present the status quo of the two
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countries, Greece and China, in the shipping industry. The last chapter of part one
presents the current cooperation of the two parties in all the sectors of shipping.
The second part is separated in two chapters. The first is about the methodology used
in order to create the questionnaire and research the sino-hellenic cooperation in the
shipbuilding sector. The second chapter presents the research findings.
The last part of this paper is the conclusion.
In order the first part of this research paper to be completed, the scheme that was used
is from the general (description of both countries status separately) to the specific
(which are the sectors and the level of the cooperation). The supply & demand model is
also applied as it explains very well the relations between the two countries. A research
to the existing academic literature concerning the two countries separately as well as
their cooperation was eminent, and also important was to follow releases of the
industry’ s newspapers (Lloyd’ s List, Nautika Chronika, etc.) and different Internet
sources about the present topic. Most useful was the personal contact with experts of
the industry who gave actual business-practical information completing the academic
one. In the second part of the project, a questionnaire was created and distributed to
expert parties. Using this method the author wanted to collect quantitative and
qualitative data. Finally, the results were interpreted in order to give us guidelines that
could appear useful to the industry. It must be mentioned that the rate of
responsiveness to the questionnaire was not as high as wanted, which is always an
issue in this methodology, especially when concerning the shipping industry, which by
itself, has a secretive character.
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Part 1
Chapter 1, Introduction to the Shipping Industry
Ninety percent of world’ s trade is transported by sea. Maritime transport is the core of
the global trade thanks to the available capacity to carry goods over long distances at
the lowest cost per cargo unit compared with other modes of transport. The majority of
countries exporting raw materials are dispersed around the world in such a way that
only by sea it is possible to be connected with the consumer markets. The same applies
to the distribution of manufactured products on various markets.
Shipping is a complex industry that can be regarded as a group of interrelated
industries (sectors) where the conditions that determine the operations in one sector of
the industry do not apply necessarily to another (Stopford, 2010). In this paper, shipping
industry will be divided in two sectors: the shipping market and the shipbuilding
industry.
1.1 Global Economy and the Contribution of Seaborne Transport in the World Trade
Seaborne trade represents the largest percentage of total world trade both in volume
and value. Seaborne trade tends to follow the path of world trade, without major
deviations. The demand for maritime transport arises from the seaborne trade which
depends on the global GDP, as GDP is the driving force in global demand for goods
and services. From the 90s, global trade presents an almost double growth compared
to world’ s GDP growth, and this is explained by the effect of globalization that allowed
the separation of production units from consumer centers .

Figure 1. The OECD industrial index and indeces for world GDP, merchandise trade and seaborne
trade (1975-2013). Source: UNCTAD, 2013
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1.2 Variables Influencing Seaborne Trade
The main variables affecting seaborne trade are:
The economic environment. The various markets seaborne trade operates vary in
relation to their economic development, the transportation costs affect the demand for
transport services, the exchange rate is a factor that brings risks in every transaction
and investment, and finally the banking system facilitates business development and
cooperation of all parties involved in the shipping market.
The political and legal environment. Political and legal factors prevailing in a country
influence the decisions taken in economic contexts. More specifically we can say that
the governments affect exports and imports of a country setting duties or other taxes.
Also, the political support to an industry as a way to protect the socio-economic stability
and national security, can prevent the free and international competition (protectionism),
or intervene and interrupt the market forces through regulations, economic policies or
subsidies.
Exogenous factors. In this category belong the unpredictable and random events such
as natural disasters and extreme weather conditions.
Piracy. This phenomenon has greatly affected the routes in order to avoid any attacks,
changing thereby the average ton-mile of the trade of each good.
1.3 The Development of World Trade
In 2012 the global economy slowed down with the GDP growing by only 2.2%. The
main reason is the limited growth in the developed countries, mainly in the EU by 0.3%,
Japan 1.9% and a slight increase in the US by 2.2%. On the other hand, in the group of
developing countries, GDP grew by 4.6% and the one of economies in transition by 3%.
The growth of global trade has the same pattern with the global GDP, slowed down in
2012 by a rate of 1.8% in volume terms. The causes of this slowdown is the weak
economic performance of developed countries which remain major players in world
trade. As a result of this slow growth in 2012 the imports increased by just 1.6% in
volume and the exports by 1.8%.
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Table 1. Growth in the volume of merchandise trade, by country groups and geographical region
(2009-2012). Annual percentage change. Source: UNCTAD, 2013

1.4 Seaborne Trade
The continuing demand from China and the increase of intra-Asian and South–South
trade, permitted to seaborne trade to perform better than the world economy and to
reach 4.3% growth in volume in 2012. Together with volume, a 4.2% growth in ton–
miles was also noticed.
Asia is the main loading and unloading region followed (by descending order) by the
Americas, Europe, Oceania and Africa on the loading side, and Europe, the Americas,
Africa and Oceania on the unloading side. The developing countries are those who
contribute the most to the international seaborne trade driven by the industrialization
process and rapidly rising consumer demand. In 2012, 60% and 58% of global goods
were loaded and unloaded respectively, from the ports of those countries.
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Table 2. World seaborne trade (Million tons). Source: ECSA.eu

1.5 Fleet Structure
There are various ship types designed for the transport of certain products. The main
products transported by sea are iron ore, coal, grain, oil and its products. Another
category are the containers that allow the transport of various kinds of products, mainly
industrial. Each type of ship and cargo draws its own course in the geographical map of
transport because it represents specific producers, importers and exporters, among
which the products are being transported .
In the following part is presented the world fleet in numbers, the main types and sizes of
ships, who manage them, what are the main products transported and which routes are
followed.
1.5.1 World Fleet
The total of world merchant fleet reached 1.63 billion dwt (January 2013). The structure
of the fleet is as follows:

Figure 2. World fleet by principal vessel types (1980-2013). In million of dwt. Source: UNCTAD, 2013
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From the above figure it is evident that the largest share of fleet types is occupied by
tankers and bulk carriers accounting 72% (42% bulk carriers, 30% tankers) while
container-ships reach 12.7%.
In January 2013, 20% of all merchant ships, equal to 40% of world’ s deadweight
tonnage, were younger than 5 years. The average age for was oil tankers was 16.7
years, for bulk carriers 9.9 years and for container-ships 10.8 years.
Due to the particularities of each cargo, the ships must be properly designed for safe
and efficient transportation. The main ship types and sizes are presented below.
1.5.1.1 Bulk Carriers
Those ships carry a wide range of bulk cargoes such as grain, iron ore, coal, etc. The
main focus of bulk transportation is the low-cost and flexibility. The ships of 100,000300,000 dwt are entirely dependent on iron ore and coal markets and are limited to
specific routes. The smaller ships are more flexible in terms of cargo and ports of call,
but also less economical. Bulk carriers come into four sizes: Handy (10,000-39,999
dwt), Handymax (40,000-59,999 dwt), Panamax (60,000-99,999 dwt) and Capesize
(over 100,000 dwt).
1.5.1.2 Tankers
Tankers are carrying crude oil, petroleum products, and chemicals. There are seven
different sizes: small tankers below 10,000 dwt, Handy (10,000-59,999 dwt), Panamax
(60,000-79,999 dwt), Aframax (80,000-119,999 dwt), Suezmax (120,000-199,999 dwt),
VLCC (200,000-300,000 dwt) and ULCC ( over 300,000 dwt).
The Handy are mostly used to transport petroleum products and the larger tankers
crude oil. The facilities that can accommodate VLCCs and ULCCs are terminals in the
major supply centers. The rest of the ports can only be called by smaller vessels.
1.5.1.3 Container-Ships
Container-ships carry the 52% of global seaborne trade in terms of value (World
Shipping Council, 2013). The sizes of this type of ship correspond to a different market
segment. Smaller ships Feeder (0-499 TEU) and Feedermax (500-999 TEU) are
usually used for short distances, distributing to the regional ports the boxes that have
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arrived in the main ports. The larger vessels (Sub-Panamax 2,000-2,999 TEU,
Panamax 3,000-3,999 TEU, Post-Panamax over 4,000 TEU) are used for long
distances and spend up to 80% of their time at sea. Between those two categories
there are the Handys (1,000-1,999 TEU), small enough to be used in intra-regional
level, but also large enough to be used for calling ports that the larger vessels cannot.
A way to increase the efficiency of container-ships is the use of refrigerated containers,
allowing companies to compete with reefers, ventilated containers for transport of
agricultural products (coffee, cocoa beans), tank containers for transfer of liquids and
containers with specially loading/unloading facilities for bulk cargoes.
Those different types of ships are also employed differently. When bulk carriers and
tankers are mainly operated in tramp market, container-ships are liners. Liners follow a
schedule about when and where to move the product. Ports of call are fixed, and so do
the rates. In tramp market the ships are required when the customer want to use their
service. The carrier must negotiate with the charterer in order to set up the price of the
service (freight).
1.5.2 Ship-Owning Countries
53% of the world tonnage is under the ownership of only 5 countries. Those are
Greece, Japan, China, Germany and the Republic of Korea.
In terms of number of vessels, the largest ship-owning country is China, with 5,313
ocean-going ships, but when considered in terms of deadweight tonnage then the
largest is Greece by owning 15.17% of the world tonnage, second is Japan controlling
the 13.87% and third, China with 11.78% of world tonnage.
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Table 3. The 35 countries and territories with the largest owned fleets as of January 2013 (Number
of vessel, dwt). Source: UNCTAD, 2013

1.5.3 Major Bulks
The three basic types of goods carried by sea are the following: homogeneous bulk dry
cargo (iron ore, coal and grains), oil and its products, and containers.
1.5.3.1 Iron Ore

Table 4. Top world’s iron ore exporters and importers. Source: UNCTAD, 2013
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Iron ore is the main raw material for the steel industry. The seaborne trade of iron ore is
the second largest of the trades of dry bulk cargoes, particularly in the recent years as
the development of global steel production has led to an important increase of this
trade. The main iron ore producing countries are Australia producing 45% (in 2012
produced 525million tons, with important companies: BHP Billiton and Rio Tinto), Brazil
29% (in 2012 produced 375m tons, with main company: Vale), Canada, China (in 2012
produced 1,300m tons), Russia, South Africa, Sweden and the US (source: Tuck,
2013). Major iron ore importers are countries with strong steel industry. China was the
largest importer in 2012 representing 65% of global imports. Second largest importer in
2012 was Japan with 12% and third, the countries of EU with 10%.
1.5.3.2 Coal

Table 5.Top world’s coal producers, exporters and importers. Source: World Coal Association, 2013

Coal is distinguished into two categories, coking-coal for use in the steel industry and
thermal-coal as fuel to generate electricity. In 2012 China produced 3,549m tons, 50%
of global coal production, the US 935m tons (15%), and India 595m tons. The main
exporters of coal are Indonesia with 383m tons (of which 380m tons are thermal-coal),
Australia with 301m tons (159m tons thermal-coal), Russia and US. The main importers
are China (289m tons of which 218m tons thermal-coal), Japan (184m tons of which
132m tons thermal-coal), India 160m tons and South Korea 125m tons.
1.5.3.3 Grains
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Table 6. Top world's grain exporters and importers. Source: UNCTAD, 2013

Grains are used as human food and as animal feed. Transported in large quantities
from production to consumption countries mainly during autumn months after the
harvest. Grains belong in the category of seasonal products and the variation in the
amount and time of transfer is mainly due to the weather conditions in production
countries which greatly affect the amount of annual production. Defined as grains are:
wheat, corn, oats, rye, barley, soybeans, rice and pulses. Main importer countries of
grain are Japan, the largest importer of wheat and coarse grains with a total of 23.8m
tons, Egypt (14.2m tons), South Korea (12.5m tons), Mexico (12.1m tons), Saudi Arabia
(11.7m tons) and China (9.1m tons) (Clarksons Shipping Services, 2013). Main
exporters of grain are the US although their share of the world market is shrinking. The
52m tons of grain exported in 2012/2013, was the smallest volume since 1971 (Larsen,
2013). Export volumes dropped from Australia but increased from Canada and EU,
while remained unchanged from Argentina.
1.5.3.4 Oil
Tanker trade is determined by global energy production, the world economy,
urbanization and industrialization. In 2012 the global oil production increased by 2.2%
reaching the 86.2 bpd. The main crude-oil exporters are located in Western Asia, Africa,
South America and transition economies, while the main importers are in Japan, North
America, Europe and developing Asia.
Crude oil shipments grew by 1.3% in 2012 reaching 55.3 million bpd. 2/3 of this total
was carried by tankers. Reflecting the weak industrial production, the growth in
petroleum product shipments fell by 2.1% reaching 1.05 billion tons (Clarkson Research
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Services, 2013a), with rising import volumes into Asia, in particular China, Japan,
Korea, and into developing America driven by the region’ s industrialization and
infrastructure development process.
Changes that are occurring and will greatly affect the energy map in the near future are:
The increased shale oil and gas production in the US and the target to become a net
exporter of natural gas by 2020 and self-sufficient in energy by 2035 (International
Energy Agency, 2012). The growing imports of crude oil through pipelines. For example
from Canada to US and from Kazakhstan, the Russian Federation and Myanmar to
China. China and India expanding the number of local refineries and Europe and Japan
closing down theirs.

Table 7. Major producers and consumers of oil in 2012 (World market share in percentage). Source:
UNCTAD, 2013

1.5.3.5 Containers

Table 8. Estimated containerised cargo flows on major East-West container routes (2009-2012)
Millions of TEUs and percentage annual change. Source: UNCTAD, 2013

In the recent decades, containerized trade has been the fastest-growing market
segment. 16% of global seaborne trade by volume in 2012 and more than 50% by value
(in 2007) is carried by container-ships. The depressed European demand affected the
transatlantic trade. The North America–Europe leg presented a drop of 6.9%, while the
Europe-North America leg increased by 5.9%. The trade from Asia to North America
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increased by 7.4% and in the opposite direction by 5.2% (Clarkson Research Services,
2013b). The developing regions of the south present a continuing growing demand for
imports and this is reflected to the growing South-South trade (Asia, developing
America, Africa, Oceania) with increasing volumes, number and average size of ships
deployed. Although the depressed growth of container trade during the year 2012, the
market saw the arrival of the largest container-ships up to now, the Triple-E of 18,300
TEU.
Container-Ship Operators
The largest container-ship operators in 2013 were Maersk Line (Denmark), MSC
(Switzerland) and CMA CGM (France). Together those three companies operate the
1/3 of the global container carrying capacity. Also, they are cooperating through slotsharing arrangements and had plans to proceed to further cooperation through the P3
Alliance (International Transport Journal, 2013). This cooperation would had allow them
to achieve important economies of scale, which smaller competing liners on this route
cannot reach, but finally did not get the green light from the authorities in order to
proceed to this Alliance.

Table 9. The 20 leading liner companies (January 2013). Source: UNCTAD, 2013

Among the top 20 liner operators, 14 are from Asia, 5 from Europe (gathering 49% of
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the total market), and one from South America. About half of the ships are chartered-in,
meaning that the owners do not operate their container-ships but instead they chartered
them to those large operators.
Container Ports

Table 10. Top 20 container terminals and their throughput for 2010-2012. Source: UNCTAD, 2013

The top 20 container ports cover 47% of world container port throughput in 2012. The
list includes 16 ports located in Asia, 3 in Europe and 1 in North America. The country
with the largest share of container throughput is China, with 9 of its ports in the top 20.
In 2011, the Chinese ports hold 25.8% of world container throughput reaching 143.8
million TEUs but in 2012 dropped slightly to 25.3%. Shanghai is the largest port with a
throughput for 2012 approximately 32.5 million TEUs.
1.6 The Shipbuilding Sector
Shipping industry includes the shipping market, studied above, and the shipbuilding
industry that will be presented now.
Shipbuilding is associated with the demand dictated by the shipping market and so the
fluctuations of trade volume will inevitably affect shipbuilding cycles. However, changes
in demand do not mean simultaneous change of the offer. When the shipping market
flourishes, the demand will cause a new wave of investment to meet the growing need
for capacity, but the newbuildings require time to enter in the market, usually longer
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than the boom of the shipping market. Consequently, when the new ships are added to
the existing capacity, the market may have already collapsed and the need for
additional capacity do not exist anymore. In such cases, governments have to provide
support to shipyards which makes the achievement of balance in the shipping market
difficult in short term. The shipbuilding industry is of strategic importance for
governments as this industry affects other industries in a country (steel industry,
machinery manufacturing, trade development) as well as supports work in lower social
groups and absorb large numbers of workers.
In general, the shipbuilding industry is divided into three categories: newbuildings, ship
demolitions and repairs.
1.6.1 Newbuildings
Optimism about the future market and detailed calculations result in investments on
new ships. From the moment a new order will be given to the yard it takes usually two
years until the completion of the construction, although this depends on the complexity
of this type of ship and on the yard' s orderbook.

Figure 3. World tonnage on order (2000-2013). Thousands of dwt. Source: UNCTAD, 2013

As noticed in the previous figure, from 2009 and the beginning of the crisis, the tonnage
on order declined by 50% for container ships, 58% for dry-bulk carriers and 65% for
tankers. In this situation, many countercyclical investors are emerging, expecting to
benefit from the current low newbuilding prices, and hoping for a revival of the shipping
markets in coming years (Clarkson Research Services, 2013a). Those investments are
not enough to keep all yards busy. In 2012 only 1/3 of the global yard capacity was in

15

demand and that drove 3% of the yard capacity out of business. The rest of surviving
small and medium size yards are struggling to deliver on schedule.

Figure 4. Deliveries of newbuildings, major vessel types and countries where built (2012).
Thousands of GT. Source: UNCTAD, 2013

92% of the world’ s new tonnage is being built in three countries: China, Republic of
Korea and Japan, with China building 40% of it. The majority of the newbuildings in
2012 were bulk carriers (57%), followed by tankers (18.4%) and container-ships
(14.4%). Usually the orders for bulk carriers are put in Chinese shipyards as they are
the less technically complex vessels and can profit by the low prices offered in China.
The orders as per December 2013 at the Chinese shipyards were 44.8% CGT bulk
carriers, 17.8% CGT container-ships and 7.8% CGT crude oil tankers. The shipyards of
the Republic of Korea has a higher share in container-ships (28% CGT), LNG tankers
(21.8% CGT) and chemical/oil products tankers (12.2% CGT), vessels expensive to
build, requiring high technological skills. Japanese shipyards’ principal constructions
are bulk carriers (59.9% CGT) followed by LNG tankers (8.1% CGT). CGT is the
Compensated Gross Ton, it is derived by the gross tonnage of a ship but weighted to
take account of the work content of that particular ship type (Stopford, 2010).
1.6.1.1 Orderbooks
In the following tables are presented the orderbooks at the shipyards of the three major
shipbuilding countries, China, South Korea and Japan, by shipowner' s nationality as it
was at the end of December 2013. As we can see, the first places in all three tables are
hold by more or less the same nations-clients which are the usual main players of the
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shipping sector. The first place of the orderbook is normally occupied by the nationality
same to the shipyard, which it seems logical as the shipowners prefer their shipyards
probably because they have strong relations within that network, they have the same
business culture which facilitates the cooperation, they may get better prices or even
subsidies, in the case of state-owned companies it is normal ordering from local
shipyards which could also be state-owned. The only exception is South Korea’ s
shipyards with main clients the Greeks (18.5% CGT, with South Koreans second with
9.3%).

Table 11. Orderbook by shipowner’ s nationality in Japanese,South Korean and Chinese Shipyards
as of end Dec. 2013. Source: Shipbuilders’ Association of Japan, 2014

1.6.1.2 Newbuilding Financing
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Figure 5. 2013 global shipping portfolios of major shipping banks in USD billions. Source: Petrofin
Research, 2013b

Shipbuilding demand is influenced by a number of forces, one of them being the
liquidity and credit availability. The most popular way of ship financing is through bank
loans. The economic crisis affected a lot this business. In 2013 there were about $500
billion in debts from which 90% were hold by 40 top banks, and from them, the top 12
accounted over 50% of those debts (UNCTAD, 2013c). This situation made the banks
reluctant to enter into new financing agreements. After the beginning of the crisis, the
top 10 banks reduced their shipping portfolios by over $50 billion (PIMCO, 2012). This
lack of funding from the traditional sources and the implementation of Basel III to the
European Banks, made the market searching alternative sources. With the crisis we
saw a 370% increase of finance volume from Asia accounting for 68% of global
shipping bond issuances with a value of $11 billion in 2009. Especially, in the case of
China, 57% of the lending is provided by publicly owned banks in order to support its
national shipbuilding industry by lending to foreign customers as well as to local owners
in order to support Chinese shipowning. In those cases we see the export credit
agencies and the export-import (Exim) banks to play an important role to stimulate
shipbuilding deals.
The gap let by the traditional shipping banks boosted also another trend in ship finance,
the private equity funds. This type of investment is usually preferred by countercyclical
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investors trying to profit by the opportunities at the bottom of the market cycle, such as
drop of asset prices, portfolio sales and a wide range of other investment opportunities.
Between 2011 and 2012, 22 shipping transactions ($6.4 billion) were financed by
private equity (Maritime Briefing, 2013).
1.6.2 Demolitions

Figure 6. Total demolition dwt (1981-Est.2014). Sourse:

This market is mainly available to ships of an average age of 20-25 years. The price of
steel plays a role in determining the number of ships to be scrapped. When freight rates
are also in extremely bad levels (such as during the crisis of 2008) this is the only way
out of the market for the commercially obsolete capacity.
At the above figure we see a peak of demolitions in 2012 when, during the crisis the
companies were trying to survive by minimizing the capacity - scrapping the old fleet, or
by keeping the capacity of their fleet stable as the new ships ordered pre-crisis were
being delivered.

Table 12. Tonnage reported sold for demolition, major vessel types and countries where
demolished (2012). Thousands of GT. Source: UNCTAD, 2013
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The Indian subcontinent is the major ship-breaking region breaking 70% of the tonnage.
Bangladesh comes first, followed by India and Pakistan. 21.6% of the tonnage is
demolished in China (UNCTAD, 2011).
The types and average size of ships scrapped vary from one country to another: 71.1%
of the total dwt scrapped in Bangladesh are tankers and the average size is
approximately 62,000dwt. India focuses also on tankers (46.2% of the total dwt
scrapped in India) and on dry cargo/passenger ships (32.8% of its dwt). Pakistan
scraps mainly tankers by a share of 80.6% of its total dwt, and China specializes in bulk
carriers (46.6% of its dwt) and on dry cargo/passenger ships (36.3% of its dwt) with an
average size of ship around 31,000dwt.
1.6.3 Repairs
Repairing yards offer maintenance services so that the ships are always kept in good
condition for business in accordance with the regulations of the IMO, flag and
classification societies. This market has minor impact on shipping cycle compared to
newbuildings and demolitions. Repairs are related with the scrapping market, as when
the price of steel is low, a further use of the ship or even a retrofitting is preferred
instead of demolition.
1.7 The Supply & Demand Model and the Application to the Sino-Hellenic Cooperation
in Shipping
The supply and demand model is the backbone of market economy. The demand
represents how much (quantity) of a product/service buyers desire and are willing to
buy at a certain price, and the supply represents the quantity that the market can offer,
i.e. the quantity of a product/service producers are willing to supply for a certain price.
The model of supply and demand links the two sectors of shipping industry, shipping
market (freight rates) and shipbuilding industry, as the latter affects the supply in the
shipping market and freight rates influence shipbuilding demand. In this paper though,
supply and demand will be studied separately for the two sectors. Supply and demand
in shipping market, and supply and demand in shipbuilding industry.
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In the shipping market there are two sides, the one is the cargo exporters/importers
demanding transportation service (shipping). Shipping is a derived demand and its
volume depends on seaborne trade which is influenced by world’ s economic situation
and development of the economies of different geographical regions, and by
transportation costs. The other side (supply), are the shipowners providing the
transportation service. This supply depends on the fleet productivity which according to
the freight revenue, increases (by orders for newbuildings) or reduces (by scrapping or
by short-run methods: slow steaming, idling). In the shipbuilding industry, we have the
shipyards as the suppliers of the new carrying capacity and on the demand side, the
shipowners ordering to add new capacity into their fleet in order to provide better
transportation services. The supply is affected by the shipyard capacity, i.e. the
available shipbuilding berths, and the unit costs that determine the prices offered in the
market. Those are influenced by labor cost and productivity, by steel prices, and by the
exchange rates. Subsidies that may be provided by the shipyard’ s state in order to
support productivity can also affect the supply. The demand is affected by the freight
rates, future market expectations and by the liquidity and credit availability in the
market. Second-hand prices work as indicators and at the same time affect the
shipbuilding demand. When second-hand prices increase it is an indication of a
shortage in supply and a booming freight market. In that situation some owners may
prefer buying second-hand in order to have a “ready” ship and immediately start
earning in a good market, but when those prices exceed a level, then newbuildings start
to look as a good deal (if also market expectations are good). The demand is also
affected by the new technologies as they set new standards to be followed, for example
the “eco-ships” with improved environmental and especially fuel consumption
performance.
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Figure 7. Factors affecting supply and demand in Shipbuilding industry (red) and in Shipping
market (blue)

The application of this model is easily pictured in the case of the relations between
Greece and China. Concerning the shipping market, China is the world’s second largest
economy, main trading country, and as it was clearly stated earlier in this chapter, with
huge needs for raw material imports and huge amounts of products to export. For the
main cargoes carried by ship (oil, iron ore, coal, grain, containers), we saw that China is
the main importer and main exporter globally. That fact shows the importance of
adequate vessel supply in order for China to meet its transportation needs. On the
other side is Greece. A small country with a population of just 10 million but with 3,428
owned vessels (over 1,000 GT), translated in 245.14 million dwt. That means that its
shipowners control 15.56% of the total world dwt (Union of Greek Shipowners, 2013).
The main playground of Greeks are the dry bulk carriers, controlling 17.2% of the global
fleet and the oil tankers with a share of 23.6%. More recently, a growing interest in
other sectors such as LNGs and container carriers is apparent. Those facts put Greece
in the position of the main supplier of transportation service .
In the shipbuilding industry, China, successfully competing against the established
Asian shipbuilding nations of Japan and South Korea, has an abundant human labor
power that must be kept busy and this is of significant importance to the domestic labor
market, due to the high numbers of workers employed within the ranks of Chinese
shipyards. Greece today, needs builders and repairers for its ships. As of end
December 2013, the Greeks were the biggest international clients of Chinese shipyards
with 141 orders, or 6,869,373 GT (The Shipbuilders’ Association of Japan, 2014).
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Chapter 2, The Case of Greece
2.1 The Fleet
Through the history, Greece has always been closely related with the sea and that is
how for so many decades now, despite its small size and population, it is a global
leading power in shipping and a strategic partner for all major trading nations. The
Greek registry may be ranked 6th , in terms of dwt, accounting 1,939 ships (over 100
GT) but this is because only a percentage of the capacity controlled be Greek owners
flies the Greek flag (in 2010 only 28% of the total owned fleet (IOBE, 2013)). When
considering the ownership, the Greeks control 15.56% of world total dwt ranking them
as first shipping power worldwide. The Greek fleet accounts 3,498 vessels of 245.14
million dwt in total, with a value exceeding $100bn. Specifically, in order to understand
the importance of the Greek owned fleet to the supply of transport capacity for the
global seaborne trade it must be noticed that, the Greeks control 23.55% of the world
tanker fleet (crude oil), 17.20% of the world dry bulk fleet and 12.51% of the
chemical/product tanker fleet (Union of Greek Shipowners, 2013). One of the
characteristics of the Greek fleet is its specialization into dry bulk and tanker markets
accounting 95% of the fleet (Samiotis, Vlachos, Tselentis, 2008), with the dry bulk
carriers covering 46.1% of the fleet (1,736 bulkers (130 million dwt) owned by 330
owners) (Lloyd’s List, 2013b). Although the last years we see, as a way of
diversification, increasing investments into more specialized tonnage as LNG/LPG
fleets and containerships (as shown in figure 8, Greeks are 4th biggest independent
owner of containerships, usually chartered to liner companies). This diversification,
together with a general qualitative upgrade of the fleet, were the results of the high
profitability of the pre-crisis period resulting to many orders, as well as a way to
increase versatility and flexibility of the companies in order to survive in changing and
demanding market conditions. The qualitative upgrade of the fleet was achieved by the
trend of acquiring younger and bigger vessels. The average age of the Greek owned
fleet is 10.3 years while the world average is 12.7 (Union of Greek Shipowners, 2013),
and the average size of ships is 63,500 dwt when the world average size is 24,600 dwt.
That means that the average size of ships in the Greek owned fleet is 2.85 times bigger
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from the world average (Gratsos, 2012). This is why, when counting the number of
vessels, Greeks control only 8.5% of the total fleet (Samiotis, Vlachos, Tselentis, 2008),
behind Germany, Japan and China, but when considering the capacity, then they
control 15.56% of the world total dwt. Also, the reason that the Greek Registry is ranked
6th is because from the controlled fleet, (as per February 2007 data) 969 ships are
under Greek flag, 583 ships are registered in Panama, 502 in Malta, 361 in Liberia, 360
in Cyprus, 298 in Bahamas, 281 in Marshal Islands, 63 in Isles of Man and others
(Samiotis, Vlachos, Tselentis, 2008). It is important to mention that, although Greek
shipping companies are mainly family controlled and managed firms, 52% of the
shipping companies in NYSE and NASDAQ are owned by Greeks (IOBE,2013).

Figure 8. Container ship fleet size by nationality of proprietor in 2012 (in million TEU). Source:
Statista, 2014. Figure 9. Evolution of Greek fleet since 2001. Source: Petrofin Research, 2013b

2.2 Second-hand Purchases & Newbuilding Orders
In order to maintain their position, the Greeks proceed to second hand purchases and
to newbuilding orders. In 2013 (up to October 2013 data), the Greeks acquired 162 dry
bulk carriers out of 494 on the second hand market that year. That is the equivalent of
what was bought by the next eight bigger bulker-buying nations all together (Lloyd’s
List, 2013b). During the first quarter of 2014, Greeks acquired 131 vessels (all types)
investing more than $3.3 billions (Hellenic Shipping News, 2014).
In 2013, Greeks invested $13bn for 275 newbuildings of 24.5 million dwt, accounting
25% of the global orderbook that year. From them, $4.5bn were invested in 134 orders
of dry bulk carriers (13,845,500dwt), $3bn for 65 orders of tankers (6,452,000dwt), $4bn
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for 51 LNGs/LPGs (accounting the 18.54% of the total orders that year) and $1.6 for 25
container ships (167,974 TEU) (Posidonia News, 2014). From them, 119 ships were
ordered in China, 100 being dry bulk carriers (72% of the total dry bulk carrier orders),
105 vessels were ordered in South Korea (70.76% of the total tanker orders and
70.59% of the LNG/LPG orders), 28 vessels in Japan and 23 ships in other countries
(Naytika Chronika, 2014). This pattern follows what was described on table 11 of
chapter 1 concerning the orderbook in shipyards of the three major shipbuilding
countries, were Greece occupies the 1st and 2nd positions in the shipyards of South
Korea and China respectively, but only the 4th place for the Japanese shipyards. The
first quarter of 2014, 12% of the total newbuilding activity was ordered by Greeks for
$6.8bn, an 126% increase compared to Q1 of 2013 (Hellenic Shipping News, 2014). All
above clearly show that the Greeks are major clients of shipyards and because of that,
important players on the demand side of the shipbuilding supply/demand model.
2.3 Ship Finance
As it was already mentioned, the most common way to acquire the capital needed for
the above investments is through loans. There are different ways of procuring loans.
One is through standard ship mortgage loan. Also, by fixed interest credit for
newbuildings advanced on the behalf of the shipbuilder by a bank with a state
guarantee. Other popular ways, because of the lack of abundant shipping financing, are
the leasing and bareboat hire-purchase agreements and, as mentioned in chapter 1,
through private equity.
At the end of 2013, the total Greek shipping portfolio was $61.498bn reduced by 6.51%
from the previous year with the majority of loans (72.58%) concerning newbuilding
orders. The reduction of the available loans is the result of depressed markets, of
declined vessel earnings and values, of oversupply and of the departure of banks from
ship finance. This situation created difficult conditions for new loans and only the
established owners were able to acquire them. As per December 2013, 46 banks were
engaged in Greek ship finance. European banks covered 90.16% ($55.45bn) of the
Greek portfolio, banks from the Far East 6.02% ($3.7bn), from North America 3.17%
and from Australia 0.65%. Greek banks shipping portfolios were $10.49bn showing a
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reduction of 17.46% compared to end of
2012. The five banks with the biggest share
in Greek ship finance were: RBS 14.39%
($8,813m), Credit Suisse 9.31% ($5,700m),
Commerzbank 6.53% ($4,000m), Piraeus
Bank 6.37% ($3,900m) and DVB 6.04%
($3,700m).

Five

Greek

banks

were

engaged to the Greek ship finance: Piraeus
Bank ($3,900m), NBG ($2,733m), Alpha
Bank
Aegen

($2,435m),
Baltic

Eurobank

($269m)

($1,150m),

(Petrofin

Bank

Research, 2014).
Table 13. Greek shipping portfolios as of end
2013. Source: Petrofin Research, 2014

The option of the loan on the behalf of the shipyard with a State guarantee, it has
already been applied to Greeks recently by China, with the $5bn fund set up by the
Chinese government for the Greeks with competitive terms and interest rates.
As per the leasing and bareboat hire-purchase agreements, several shipyards have put
such agreements with Greek owners. The shipowners give a modest, compared to the
initial, hire and get a new generation ship. The downside of this arrangement is that
they are considered as charterers and not as owners and that in the future they have to
buy the ship at a predetermined price (Lloyd’s List, 2013b).
2.4 Contribution of Shipping to the Greek Economy
The contribution of shipping to the Greek economy is very important. As we speak
about a nation with a very limited share in world trade, almost the entire net national
product created abroad arises from shipping. With an annual inflow of foreign currency
between €14bn- €19bn, depending on the market (Gratsos, 2012), shipping contributed
6.1% of GDP in 2009 and given the economic contraction of the GDP between 20092012, the total contribution of shipping increased, exceeding 7% of GDP for 2013
(Union of Greek Shipowners, 2013). For the period 2000-2010 shipping contributed
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€140bn to the balance of payments (Lloyd’s List, 2013b). The demand for shipping has
created €13.3bn domestic value added in 2009, €8.4bn of them as direct effect and
€4.9bn by indirect effect across the sector’ s supply chain (IOBE, 2013). It is important
to mention that “the capital needs of Greek shipping are covered mostly by private
investments, without any subsidies or state financing, in contrast to tourism with
€10.5bn in 2013 which ranks in the second position of services balance receipts” (The
Boston Consulting Group, 2013).
Although many associated with shipping activities (shipbuilding, financing, chartering,
insurances, etc.) are mainly established abroad, the sector contributes greatly to the job
creation in Greece. In 2008, 34,000 people in Greece were employed in the shipping
sector with 7,527 being seafarers (44% of total seafarers employed in Greek owned
ships are Greek). Other 158,000 payments were indirectly provided by shipping (IOBE,
2013). A 4.5% of the total Greek workforce is employed by the shipping sector (Lloyd’s
List, 2013b). The household annual income generated by the shipping activities were
estimated at €2.7bn.
As shipping is so important for Greek economy, the State must create an environment
to attract more companies, Greek or foreign, related to shipping. Under this aspect, the
taxation system of shipping companies in Greece is based on tonnage. “The tax is
levied per ton capacity, with the rate depending on vessel’s age and capacity. The
income earned from commercial activities (management, operations, brokerage, etc.)
are exempt from all taxes, obligations and contributions imposed by the Greek
government” (IOBE, 2013).
Greece is considered a “flag-state” and contrary to “port-states” that have to invest large
amounts of capital, Greece is not affected by economical, social, and environmental
costs related to shipping activities (port infrastructures, shipyards to finance and cargo
and trading offices to support their risks). The downside is that as the State is focused
on policies supporting the fleet, other aspects of the shipping sector that could have
been promoted, such as ports and shipyards infrastructures, were left behind and were
overpassed by the global competition.
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2.5 Piraeus Port
For example, Greece is at the crossroad of European, Asian and African trade routes.
Piraeus, the biggest port of Greece, had potentials to be established as a major hub in
the East-Mediterranean, becoming a gateway for cargoes of the Far East-Europe route.
Another advantage of the port is its natural depth of 18 meters permitting to serve the
big, modern vessels. The port serves containers, automobiles, general cargo, dry bulks
and costal passengers/RO-RO. 75% of the port’ s income comes from the commercial
sector, 15% from ship service, 6% from passengers and 5% from other sources
(Panopoulou, 2010). Up to recently the port had not succeed to enhance its
competitiveness and had fail to improve by any international standards. “Piraeus Port
Authority” (PPA), the public autonomous body of the port administration, was
established in 1930. In 1932 the Free Zone opened and in 1975 the first container
crane started operating. The political management structures did not allow the port to
develop the flexibility and versatility needed to cope effectively with the internal issues
and with the international competition. The transferring of port management and the
responsibility for the production and provision of port services from the national
government to port-level entities was necessary. That drove the reform of the new port
policy deployed in two phases in 1999 and 2001. In 2003 PPA SA was introduced in the
Athens Stock Exchange and a 25.5% share was released by the Greek State (Pallis,
2007b). Still then, the political intervention and the “stone-age” regulations were
constraining the management and productivity of the port. In November 2009, after
negotiations and long strikes, COSCO Pacific takes the exclusive use of container
terminal II for 35 years in return of €4.3bn and investments of €350m. Since June 2010
the management of the commercial port is done by two entities: PPA SA, for the
Terminal I and Piraeus Container Terminal SA, daughter company of COSCO Pacific,
for the Terminal II and, since June 2013, the East Terminal III. After expansions and
technical upgrades, port of Piraeus (accounting both PPA and PCT piers) is ranked 3rd
among the Mediterranean ports in terms of container traffic, with an annual throughput
of 3,163,755 TEU in 2013 (and annual capacity of 4.2 million TEU). When the
expansion projects of PCT SA will be completed it is expected to reach the capacity of

28

7,200,000 TEU (PCT 6.2m TEU + PPA 1m TEU) (PPA SA, 2014) and become the
biggest commercial port in the Mediterranean by 2016. An important development was
in March 2013 the direct linking of the port to the railway network and also, in 2014 is
expected the privatization of Piraeus Port Authority SA by selling 67% of the
organization’ s shares owned today by the State.

Table 14. Top Mediterranean ports 2008-2012 (in thousands TEU). Source: IAPH, 2013
Table 15. Top European ports 2012-2013 (in million TEU). Source: Actia Forum, 2014a

2.6 Greek Shipyards
Another example of the State failing to sustain other sectors of shipping is the today’ s
condition of Greek shipyards. The main shipyards are located around Attica, near
Piraeus area. They were founded around the 1960’s by private investments but during
the ’80-’85 crisis most of them were nationalized and some years later again privatized.
The two major corporations are Hellenic Shipyards SA founded by St.Niarchos in 1958
and Elefsis Shipyards SA founded by A.Andreadis in 1968. The shipyards have to face
issues as high cost of production because of: high labor costs (compared to competitors
of East Europe, Turkey and African countries), high raw material prices (the steel is
bought in high prices because of the transportation costs from distant countries) and
exchange rate (strengthening of the € against the $). In addition, the often changes of
the administrations, the wrong decisions and the workers unions’ strikes drove the
shipyards to low production levels and to no newbuilding orders during 2000-2006, but
only for the Hellenic Navy and some repairs. Despite the many problems, those
shipyards have some considerable strengths as the geographical location, in the vicinity
of main routes of oceangoing and short-sea shipping and near the port of Piraeus, mild
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dry climate, permitting a good quality painting all year round, and infrastructures like the
500,000dwt dry-dock of H.S. SA, the biggest of its kind in the Mediterranean. The
reason that up to now those strengths have not been exploited is that no party has
focused with a real interest on solving the problems and on investing the capital needed
for upgrade the machinery, etc.
In contrary with the case of Greece, Chinese State is present and supportive at all
aspects of the shipping industry. The following chapter will present facts about the
imports/exports of the country, its ports, fleet and shipyards, as China represents the
biggest demand for transport in the world as well as one of the major shipbuilding
suppliers.
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Chapter 3, The Case of China
The transformation of China to the second largest economy in the world, was among
the most important economic developments in decades. Until 1978, trade volume
accounted 7% of the GDP of China and the overall share of world trade was less than
1%. China in the last 30 years took advantage of all its national comparative
advantages and showed strong growth. The gradual introduction of private economy
and competition have made China the second largest economy in the world with great
political influence. Eventually China surpassed the US as the largest exporter, global
trader and, since 2010, the largest manufacturer in the world.
The estimation for 2013 China 's GDP PPP was $13.39 trillion presenting a growth rate
of 7.7% (CIA, 2014). This was the lowest growth level presented, but it pictures the
global economical crisis and the level that China was influenced by that. In 2012 China
's production dropped by 2%. However, China was not affected by the crisis as much as
other economies and also, China was among the first countries to successfully cope
and help greatly the global recovery. Watching the composition of GDP we notice that
the service sector accounts for 46.1% and the industry sector for 43.9% of GDP. The
export of goods and services accounts for 25.1% of GDP (CIA, 2014). China is the
largest exporter (11.13% share in worlds total exports) and second largest importer
(9.77% share in worlds total imports) of goods in the world. In 2012, for combined the
total imports and exports in Chinese goods, the merchandise trade reached $3.87tn
and China became the world' s biggest trading nation in goods (WTO, 2014). Also
China has the largest foreign exchange reserve, estimated to more than $4 trillion by
the end of 2014 (China Daily, 2014c).
The future of China' s position in the international economic system will depend on the
course of its internal reforms and the progress at the external opening of the economy.
Although a WTO member since 11 December 2001, China has only partly implemented
its obligations under WTO Protocol of Accession regarding State aid for exports and
free competition, and has not hesitated to protect its industry and service sectors. There
are high regulatory barriers and Chinese competitors benefit from generous subsidies.
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Intellectual Property Rights infringements remains also a serious problem for the foreign
companies in China.
But the reforms continue. In this stage they improve and perfect free market reforms.
One example of those is the Shanghai Pilot Free Trade Zone. At 29/9/20013 the
Shanghai Pilot Free Trade Zone was formally established for testing different economic
policies and promote international trade. All nations are permitted to trade and invest
without limitations. If the pilot zone is a success, then it will be further promoted to other
regions.
A major advantage for China and fully exploited is the abundand and low cost labor
force. China' s population reaches 1.35bn people and the labor force is 797.6m. From
them 36.3% works in the service sector and 30.3% in the industry (2012 numbers). Due
to aging population, a shrinking of the labor force is noticed which has as result the
increase of labor costs. China' s minimum wage has risen from $59/month in 2005, to
$160/month in 2011. At the same time, the minimum wage in Bangladesh is $50, in
Vietnam $76 and in Indonesia $155 (Lloyd’s List, 2012a). Because of this increase
some businesses have begun to relocate their manufacturing. Due to this trend, and
combined with the effects of the economic crisis, in the Q1 of 2009 30m jobs were lost
(Liang-Xin Li, 2013). The estimation of the unemployment rate for 2013 is 4.1%.

Figure 10. China average yearly wages 1990-2014. Source: Tradingeconomics.com, MOHRSS China
Figure 11. China GDP per capita PPP 1980-2014. Source: Tradingeconomics.com, World Bank

Figure 12. China industrial production 2004-2014. Source: Tradingeconomics.com, N.B.S. China
Figure 13. Monthly minimum wage levels (in US$) by country. Source: China Labour Bulletin, 2013
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3.1 Trade
As mentioned, China is the world' s biggest trading nation with 11.13% share in world
total exports and 9.77% share in world total imports. In 2012, combined the total
imports and exports in Chinese goods, the merchandise trade reached $3.87tn.
3.1.1 Imports
China has a strong demand on raw materials, advanced machinery and consumer
products. Due to the accumulation of wealth, China is becoming a major consumer.
The main Chinese imports are manufactured products (58.2% of total Chinese imports).
Those can be of a higher added value products imported by EU, US, etc. (For example:
machinery components, optical and medical equipment, motor vehicles). Important
imports (29.4%) are fuels and mining products, the raw materials needed for the
industry (oil and mineral fuels, metal ores). China also imports agricultural products
(8.6%), mainly soybeans (CIA, 2014).
The main regions of origine of the imported products are EU for 11.7% of the imports,
Japan for 9.8%, South Korea (9.3%) and US (7.4%). Especially for raw materials as
iron ore, the main providers are Brazil and Australia, and as per oil, China is also
dealing with Iran and Sudan.
China presents the highest consumption of coal and the second largest consumption of
oil (after the US) in the world. The share of China in world imports of dry cargo rose
from 8% (1999) to 40% (2009). As shown on Table 5 of 1st chapter, although China
produces 50% of world coal, is also the largest importer with 289m tons in 2012. The
main use of coal by 81% is for electricity generation. Chinese steel production
dominates worldwide. China is producing ¼ of world' s steel and simultaneously is the
largest importer in 2012 representing 65% of global imports. Since 2003 China is also
the largest importer of iron ore. The imports grew by 7% in 2012 and China is the
primary destination for iron ore shipped out of Australia and Brazil. Despite the fact that
domestic production has increased significantly, it is not enough to cover the increase in
demand and also can not replace imports since the content of iron is only 25-27%.
China became net oil importer in 1993 and in 2013 was the 2nd largest importing nation.
China' s oil production in 2013 was 4,197m bbl/day. Oil demand continue to grow by
5% in 2013 because the country has entered into refinery expansions while continuing
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to build strategic reserves. Total Chinese crude oil imports in 2013 reach 5,664m
bbl/day and the reserves 17.3bn bbl (Danish Ship Finance, 2013).
The demand for petroleum products amounted to 9.79m bbl/day which is more than the
daily production capacity of Chinese refineries (9.37m bbl/day). The increased demand
is the result of China becoming the largest car market. For this matter, Chinese imports
in 2013 reached 922,000 bbl/day. China is increasing its LNG imports as it increases
gas consumption in its energy mix. In 2013, natural gas production reached 117.1bn cu
m when the consumpion was 150bn cu m and the imports were 53bn cu m. In 2012 the
grain imports of China were 9.1m tons. Strong growth is expected in the food market, it
is estimated that in 2015 it will reach €1.04tn and will be the largest food market
worldwide.
3.1.2 Exports
China base its economic growth in the production and trade of manufactured products
which accounts 94% of the country' s total exports. 30-40% of China' s value-added
industrial products is been exported, while the remaining production is substitute of
imported goods. 26% of manufactures moved on containerships are originated from
China. The main products exported, according to CIA Factbook, are electrical and other
machines, data processing equipment, apparel, radio telephone handsets, textiles,
integrated circuits.
The main destination countries for Chinese products are: US for 17.2% of the total
Chinese exports, EU for 16.3%, Hong Kong-China for 15.8%, Japan 7.4% and South
Korea 4.3%. China also exports agricultural products (3.2%), fuels and mining products
accounting 2.7% of total exports. In 2013 China exported 33,000 bbl/day of crude oil
and 664,000 bbl/day of refined petroleum products.
3.2 Chinese Trade Effect on Shipping
China, due to its contribution to the global economic growth, is largely contributing to
the rise of global demand for shipping services. Directly, because of imports/exports
and indirectly, through the positive impact of the Chinese economy to the economies of
other states because of globalization. China depends on the global shipping industry for
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export of goods. The main reason for the unprecedented boom of 2004-2008,
especially in dry bulk, was the strong growth of China and the demand for raw
materials. Economic growth, industrialization, growth of construction and production,
can only but to affect the maritime trade of iron ore, which is the main material for steel
production. China was also the responsible for the recovery of financial and shipping
markets after the crisis of 2009, by increasing its demand to create large reserves of
raw materials and take advantage of low prices. Cyclicality
of the market is the risk that the shipowners have to deal
with, and China has shown that has a positive contribution
to it and that precedes the business cycle. The future of
global shipping is largely depending on the developments
in China (growth, foreign trade, etc.).
Figure 14. China's seaborne imports 1999-2013. Source: Clarkson
Research Services, 2014

3.3 Ports
The country with the largest share of container throughput is China, with 9 of its ports
on the top20. In 2012, the Chinese ports hold 25.3% of world container throughput. An
important feature of China is the large amount of ports, with the most important:
Shanghai - since 2010 is the largest port with a throughput for 2013 approximately
33.6m TEUs, Tianjin - in 2012 handled 476m tons of cargo and 12.3m TEUs,
Guangzhou - handled more than 460m tons of cargo and it is the largest port for coal
trade in China, Ningbo - handled more than 453m tons and has merged with the Port of
Zhoushan. Their combined TEU capacity reaching 16.83m tons. Suzhou - 428m tons in
2012, mainly trades coal, steel and construction materials. Qingdao - handled more
than 400m tons and It is the world's largest port for iron ore and China's largest port for
crude oil. Dalian - handled more than 303m tons in 2012 (Ship-Technology.com, 2014).
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Table 16. Top world ports 2012-2013 (in million TEU). Source: Actia Forum, 2014b
Table 17. Top Chinese ports by throughput in miilion tons and thousands TEU. Source:
InduStreams, 2012

3.4 Chinese Fleet
In China, shipping was developed at the same time with trade. The strategy for shipping
is included in the overall strategic framework for the development of the economy and
foreign policy. Development of shipbuilding, construction and control of domestic and
foreign ports, construction of fleet, establishment of equipment production companies
and R&D. All those contribute to the development of trade through cost control and
handling of trade. The Chinese shipping companies are among the most promising
globally.
China has large state-owned shipping companies. In 1961 was established the first
state shipping company with 4 ships which is now Cosco with a turnover in 2008 of
$26.9bn, owning in 2014 526 vessels of a total 21.5m GT. It is the one of the largest
shipping companies worldwide and first in Asia. China Shipping, a subsidiary of China
Shipping Container Lines based in Shanghai is the second largest in China. In 2012,
the company had a profit of 523 million Yuan (China Daily, 2013), owning in 2014 412
vessels of 16.7m GT. The biggest private owned shipping company is Hosco owning 24
ships of 1.9m GT. The 5 largest companies are together accounting for 50% of the total
Chinese owned fleet in terms of GT (Clarkson Research Services, 2014d).
As shown in Table 3, the Chinese fleet consists of 5,313 vessels, of which 2,665 are
flying Chinese flag and 2,648 foreign flag. The fleet represents about 11.78% of the
world fleet in terms of dwt and holds the third position worldwide.
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The fleet until recently consisted of very old and small capacity ships, in 2009 this
began to change after an investment of $1.54bn for 127 ships (Stasinos, 2010). Since
then China' s shipyards are full with Chinese orders and the size of the fleet is expected
to increase dramaticly in the coming years. In coastal shipping, Chinese shipowners are
protected from competition as foreign-flagged ships are prohibited from engaging in this
sector. Despite this, the government has considered to reserve cargoes of strategic
commodities and energy products for national-flagged vessels in the oceangoing sector
(Erickson, Collins, 2007). Besides, China wants to control imports/exports so as to
strengthen its position as a shipping power, to have the ability to intervene, and to have
uninterrupted access to materials as steel, oil and other raw material, for which today
relies on foreign transport. Chinese owned tankers transport less than 20% of Chinese
oil imports. Driven by growing concerns about oil insecurity, China plans the
construction of a state-flagged and domestically constructed fleet of oil tankers capable
of transporting at least 60% of the Chinese oil imports by 2020.
Current	
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  Size	
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Table 18. Top20 Chinese owners. Source: © Clarkson Research Services Limited 2014
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Beijing	
  
Shanghai	
  

Yantai	
  

3.5 Shipbuilding
The shipbuilding industry is of a strategic importance. Countries that wish to facilitate
the industrialization always use it, as this industry affects greatly other industries (steel
industry, machinery manufacturing, trade development) as well as supports work in low
social groups and absorbs large amounts of workers (every 100,000 dwt built can
create 100,000-200,000 man-hours of employment (Erickson, Collins, 2007)). China is
an example of a successful strategy implementation that helped the development of
shipbuilding. The State has invested significant funds in developing, promoting and
consolidating the industry. In 1985 the Chinese shipbuilding output constituted 0.9% of
the world' s dwt, in 2011 became the 1st shipbuilding nation and in 2013 the Chinese
yards received 47.6% of the world' s total newbuilding orders (69.84m dwt of which
64.74m dwt being export orders). The completion volume was 45.34m dwt in 2013
while that of exported ships was 35.73m dwt (China Market Research Reports, 2014).
During 2000-2005, the shipbuilding industry grew at an annual growth rate of 29%. The
"5-3-1" program of the government had as goal to reach global leadership by 2015.
That was accomplished faster as China was an emerging economy, with huge human
resources and important state support. China has 1,600 shipbuilding-related companies
(including 800 large shipyards), with an annual industrial output value of $130bn. A total
of 1.5m people work in this industry (China Daily, 2014a). Chinese shipyards present
many quality problems and this is one of the reasons they are mainly preferred for the
most simple designs, the bulk carriers, which accounted for 63% of output in 2011
(Stopford, 2012). Still they are very competitive as newbuilding prices are much lower
than other countries and they deliver in acceptable time. Reasons of this advantage are
the low prices of locally produced steel, the shipyards that can operate below their
marginal construction costs as they are supported by the State, and the availability of
abundant and low cost labor force. In 2002 the average wage of shipyard worker was
$325 per month, when in South Korea was $1,400 and in Japan $1,800 per month
(Collins, LCdr Grubb, 2008).
The plan that the State has for the future of the shipyards, is to be capable of
constructing bigger and more sophisticated ships, with upgraded characteristics
towards manufacturing reliability, security, speed, fuel economy, lower environmental
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impact. The indication that Chinese ship quality is rapidly improving, is that the industry
has attracted orders for ships as LNGs and VLGCs (China Daily, 2014b).
There are 3 shipbuilding centers in China in Bohai Bay, Yangtze Delta and Pearl River
Mouth and 4 types of shipyards structure: large state-owned groups, small private
companies, joint-ventures of foreign-Chinese companies (5 yards) and foreign owned
shipyards (6 yards). The 3 larger groups are China State Shipbuilding Corporation
(CSSC) overseeing 11 south shipbuilding companies, China Shipbuilding Industry
Corporation (CSIC) for 8 north ones and Cosco Shipyard Group, the largest group of
private shipbuilding units. The remaining shipyards are owned by provincial government
departments, ministries and independent individuals. CSSC and CSIC operate directly
under the government with authorization for investment and capital management. They
include shipyards, marine subcomponent manufacturing companies, and research and
design institutes. Some shipyards operating under jointventure

structure

are

Nantong-COSCO

KHI

Ship

Engineering Co. (NACKS) and Dalian-COSCO KHI Co.
(DACOS), both joint-ventures of Cosco and Kawasaki
Heavy Industries, Qingdao Hyundai Shipbuilding Co. a
South Korean joint-venture. Other are operating as
subsidiaries of foreign owned companies as the STX
Dalian Shipbuilding Engineering Co. of the STX Group
(South Korea).
Table 19. Top20 Shipyards and ownership in 2014 (Ranked by current orderbook in CGT). Source:
Clarkson Research Services, 2014d

The first half of 2012 new orders dropped by 51% and the cancellations were equal to
130% of full year cancellations in 2011 (Lloyd’s List, 2012b). 65% of the new orders
were placed at medium-sized yards and the large yards received only 27%. 166 small
yards had orders for only 12% of their capacity. Ultimately, 50 of them (an equal of 4%
of the total Chinese yard capacity) became inactive during 2012 (Danish Ship Finance,
2013). The crisis provoked delays in delivering vessels, failure to submit refund
guarantee and bankruptcy of yards. To help the situation, the government in 2009 put a
plan to promote mergers and acquisitions of the shipyards in order to have a capacity
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adjustment. The goal was 70% of the capacity to be concentrated under the 10 largest
yards. After the first phase of consolidation in 2011 there remain over 2,000 shipyards
and 250 of which were in the export business (Lloyd’s Register, 2012). It is expected
that by the end of 2014 the global yard capacity would be back at the 2008 levels
(Danish Ship Finance, 2013). Shanghai wants to reduce its capacity to 12m dwt before
2017, Jiangsu to 25m dwt until 2019, and Zhejiang plan to eliminate small-sized
shipyards (China Daily, 2014a). The results of the reform will be the consolidation of
skills and experience into selected yards capable of building a wide range of quality
vessels, as offshore FSOs and FPSOs, VLCCs and VLOCs, fuel efficient design
containerships, LNGs and LPGs. Another goal is the development of supporting
industries in order not to have to import components from abroad. Chinese yards are
excellent builders of hull but the ship subcomponents industry remains weak and they
have to import them. The cost of purchasing subcomponents offsets the profits and also
raises the exposure to monetary exchange rate. In 2011 only 40% of subcomponents
were locally produced and the goal is by 2015 to produce 80% of them (NBSO
Qingdao, 2011).
In the ship repair sector now, in 2011 the total output value of ship repair industry in
China had reach 31.46bn Yuan, accounting for 24% of world's ship repair output value
(Qianzhan, 2014). In 2012 the total production value fell for the third consecutive year,
and the estimations about 2013 were even worst. In a declining shipping market, many
owners choose to stop some repair services or conversions and scrap the older
vessels. The problem of low prices and overcapacity in the ship repairing market, in
addition to the increase of labor, steel, paint and other materials costs, is making the
survival of yards even more difficult.
3.6 Financing
As mentioned in the first chapter, the Chinese banks enter in the market to cover the
gap left by the traditional shipping banks, becoming major ship lenders and by this way,
supporting the Chinese shipbuilding industry. The two policy banks, China ExportImport Bank and China Development Bank, have financed foreign shipping companies
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mainly for newbuilding projects by issuing Refund Guarantees, buyers' credit loans etc.
Other state-owned banks as ICBC, BOC, CCB, BANKCOMM, etc., are active in both
newbuilding and second-hand ship financing through bilateral and syndication loans.
Finally, leasing branches of various banks have entered into leasing and bareboat hirepurchase agreements with shipowners.

Figure 15. Banks lending to shipping November 2013. Source: Petrofin Research, 2013b
Figure 16. Top40 banks in ship finance by geographical position and portfolios percentage hold.
Source: Petrofin Research, 2013b

Chinese banks have the ability to finance shipowners and shipyards more than what the
other foreign banks could afford, thanks to SINOSURE. The use of this insurance is a
method of passing the commercial risk back to the State. From the other side, the issue
faced by Chinese banks is the lack of experience in the international market of ship
finance, and for this reason, they make loan appraisals a bureaucratic and timeconsuming process. In order to get the expertise, they prefer to collaborate with
international banks in financing foreign companies, although in reality syndicated deals
remain limited. Because of this inexperience, the big opening in the market after 2008
and the inability of the shipyards to deliver on schedule due to economical problems,
Chinese banks are now facing legal battles and are asked to pay large amounts as
refunds guarantees to the foreign buyers (Sweeney, 2014).
Despite the problems, the Chinese banks continue to make deals but they operate
more cautiously than before. In April 2014, Exim Bank announced that the total value of
bank' s ship financing deals with shipowners over the last years had reached 330.1bn
Yuan ($52.9bn) in addition to around $40bn in ship guarantee letters. Through those,
they have supported 7,177 vessels of a total of 249m dwt in around 1,600 selected
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shipyards. In 2013 China Exim Bank committed $14bn, up from $12bn in 2012 and
$11bn in 2011. The majority (90%) of their clients are foreign shipowners and only a
small percentage are Chinese companies (SeatradeAsiaWeek, 2014).
In conclusion, the advantages of China in the shipping and shipbuilding industry are:
- the high growth rates maintained by the country' s export activity and the development
of domestic industry.
- the political strategy for shipping which is integrated into the overall strategic
framework for the development of the economy and foreign policy.
- the abundance of raw materials enables the control of prices at the lowest market
levels so that the shipbuilding industry to operate at lower costs of the competition.
- the cheap and abundant labor force, the biggest advantage of China, combined with
many years of experience and expertise.
-the continuous national investment of funds and the partnerships with foreign investors
in joint-ventures provide continuous flow of funds into shipping.
Disadvantages and risks for the Chinese shipping is that in the present globalized
economic environment there are always risks that can cause crises even in the most
influential and strong economy. Moreover, the increase of average labor cost as a result
of growth, wealth accumulation and social change, could create the need of changing
from labor intensive to technology and capital intensive industries. At international level,
the Chinese government is trying to avoid currency appreciation in order to maintain the
advantage of low cost and better terms of trade, it is under great pressure from WTO to
liberalize the exchange rate. As regards the environmental issues, China is struggling to
avoid penalties and fines, and creates incentives for technological upgrading,
maintaining however the present situation in order to avoid the rise of production costs.
Finally, the competition from new emerging economic powers is another risk .
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Chapter 4, The Sino-Hellenic Cooperation in the Shipping Sector
4.1 Diplomatic Relations
In 2012, Greece and China celebrated 40 years of diplomatic relations. Since June
1972 the two countries based on their mutual respect as two ancient civilizations, they
built strong relationship over the years with the shipping industry being one of the pillars
of this cooperation. China wants to increase its influence in the international system,
and Greece, thanks to its geographical position, gives the possibility to develop not only
bilateral relations but also regional as member of EU and a leading investor in the
Balkans.
The Sino-Hellenic relations are characterized by frequent (in particular the last years)
exchanges of visits and the signature of agreements and MoUs in the sectors of
economy, trade, science, technology, society and culture.
1979

Prime Minister C. Karamanlis

The first visit of the head of Greek government in China

1986

Prime Minister A. Papandreou

Official visit to Beijing

1988

President of the Hellenic Republic Ch. Sartzetakis

Official visit to China

2000

Chinese President Jiang Zemin

The first visit of a Chinese President in Greece

2002

Greek PM C. Simitis

Official visit to China

2005

Greek Minister of Maritime Affairs M.Kefalogiannis

Official visit to Beijing

2006

Greek PM C. Karamanlis

Official visit to China

2007

Greek Minister of Foreign Affairs D. Mpakogianni

Official visit to Beijing, meeting with the Chairman of Cosco

2008

President of the Hellenic Republic K. Papoulias

Official visit to China

2008

China’s President Hu Jintao

Official visit to Athens

2010

Chinese PM Wen Jiabao

Official visit to Athens

2013

Greek PM A. Samaras

Official visit to China

2014

Chinese PM Li Keqiang

Official visit to Greece

Table 20. Exchange of visits of Greek & Chinese officials

During Prime Minister C. Karamanlis’ s state visit to China in January 2006 emphasis
was given in the sectors of shipping and ports, the idea of Greece being the hub for
Chinese goods in Europe and South East Mediterranean was made public and a
strategic agreement concerning those matters was signed with the Chinese PM, Wen
Jiabao. In 2007 the Greek Minister of Foreign Affairs D. Mpakogianni visited Beijing with
the main talks to be on the shipping and port cooperation and the role of Greece as a
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gateway to the wider region. Mrs. Mpakogianni met also the chairman of Cosco, Mr.
Wei Jiafu, who in his turn expressed his desire for cooperation in Greek ports and
interest for the management of container terminals. In November 2008 China’s
President Hu Jintao visited Athens. During this visit the agreement between Piraeus
Port Authority and Cosco concerning the container terminal of Piraeus Port was signed.
In 2010, the Chinese PM Wen Jiabao visited Athens in order to proceed to the creation
of the Sino-Hellenic fund of shipping development for the shipbuilding of Greek
shipowners in China and to increase the investment in Piraeus Container Terminal. 11
agreements were signed in relation to financing for shipbuilding (of $5bn) and
collaboration between Greek and Chinese shipping companies (Sklias, Roukanas,
Pitsikou, 2012). The Chinese Premier also stressed that the government encourages
Chinese enterprises to develop cooperation with Greece in the field of logistics utilizing
port installations as a platform. In May 2013 the Greek Prime Minister A.
Samaras visited China and a MoU was signed between the Greek Privatization Agency
and CDB allowing the development of Sino-Greek partnerships in shipping investments
in the form of joint ventures.
The relations between Greece and China in shipping had begun before the diplomatic
ones. In the 1940s, Greek ships broke the West’ s embargo on China. In the 70s Greek
shipowners were among the few chartering ships to transport Chinese goods. In the
80s Greeks started building ships in Chinese yards (AllaboutShipping.co.uk, 2012). On
this history of the Greeks supporting the Chinese shipbuilding industry come the today’s
politics to step on and to support from their side those activities through this $5bn fund
from the main financial institutions, China Development Bank and China Export Import
Bank. At the same time, this support to Greek shipowners appears to be a reward for
Greece for the promotion of investment of China in the country. The truth is that the
cooperation is win-win for both sides as, Greece has the location permitting to become
an important shipping hub and China as a major trading country can benefit a lot from
that. At the same time China can support its shipbuilding industry by giving initiatives to
the owners of the world’ s largest fleet in order to use the Chinese yards.
At the same time, as Greece is a member of the EU and in the first semester of 2014
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was holding the EU presidency, China expects Greece to play a positive and supporting
role in favor of China inside the EU in order to facilitate the trade, oppose to the
protectionism and in general promote the Sino-EU economic and trade relations.
Greece form its side, has given the promise to push the EU to properly handle trade
frictions.
4.2 Shipping Sector
Because of its leading position, the Greek merchant fleet becomes a strategic partner to
any nation that depends on trade either for imports or exports. In the case of China both
examples are applied, China is the biggest trading nation needing transportation
services for its imports (mainly raw materials) and its exports (mainly manufactured
materials). It is obvious that a good cooperation between those two parties has win-win
results.
Greek shipping was present during the whole booming period of Chinese economy,
when its needs for raw materials were supplied by Greek owned ships. At the peak of
this period, in 2007, 50% of dry cargo (raw materials and general cargo) and 60% of
crude oil imports in China were transported by Greek ships, percentages which still
valid up to today according to sources (Zou Xiaoli, 2014).
For the Chinese exports, where the main percentage (especially in value terms) of
cargo is moved by containers, considering the table with the major liner operators,
someone could think that the Greek presence is not so strong. It must be then
remembered that Greeks are 4th worldwide at owning containerships which are then
chartered by liner companies. Then it is easy to understand that actually the Greek
owned fleet plays an important role also to the Chinese exports. It should be mentioned
here that some of those Greek containerships are chartered also by Chinese
companies. In particular, five 9,500 TEUs containerships of Costamare Inc (founded by
Cpt V.Kostantakopoulos) are chartered by Cosco for 12 years (COSCO Guangzhou,
COSCO Ningbo, COSCO Yantian, COSCO Beijing, COSCO Hellas). Also from Dr
J.Coustas’ Danaos Corp fleet, two 9,500 TEUs and other two 8,000 TEUs
containerships are chartered by China Shipping (CSCL America, CSCL Europe, CSCL
Pusan, CSCL Le Havre). Greeks forth position in the containership owners list and the
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actual trend of diversifying their fleet by adding more containerships is a comforting
answer to the forecasts that in long term Chinese demand will focus on consumer
demand for manufactured goods and less demand for raw materials, which will have a
direct impact on the freight market of bulkers, the main type of ship in Greek fleets.
Another development in shipping market is the growing demand for LNG consumption
and consequently demand for LNG carriers. China is planning by 2015 to have
increased the share of natural gas in the energy mix from 4% to 8.3%. China's natural
gas imports are growing at double-digit rates since 2000. Currently, the Greeks own 9%
of the world LNG fleet, by controlling 36 vessels. However, this number will increase by
the addition of 34 more vessels until 2017. By that time the total world LNG fleet is
expected to be 500 vessels and then, the Greek share will be around 14%. Also, as the
majority of the Greek vessels were ordered after 2010, the fleet is more modern than
the competitors and so less subject to phasing out older units. An example is the
Angelicoussis Group’ s Maran Gas Maritime which is the largest private and
independent owner of LNG carriers worldwide, and with the largest orderbook in the
sector (Lloyd’s List, 2014b). Finally, according to the Maritime Attaché in the Greek
Consulate in Shanghai, 150 vessels flying the Greek flag are calling Chinese ports, and
as well known, the Greek flag fleet it is only a portion of the Greek owned fleet.
4.3 Shipbuilding Sector
Chinese yards are offering competitive deals at a time that Greek shipowners are
upgrading and expanding their fleets. As being at the lowest point of the business cycle,
all those who have a strong balance sheet are placing orders in order to take advantage
of the low cost of newbuildings, based on the estimation that the market will recover at
the moment they will receive their ships and, in particular during this period, take
advantage of the financing available from the Chinese banks. According to the data,
currently Greek owners have an orderbook of 490 ships and the 208 of them are being
built in China (Clarkson Research Services, 2014a). Because of its nature, shipbuilding
industry succeeds in developing countries because of the low cost of production, the
growing demand for shipping services, and because of the economies of scale that can
be reached. Following the same pattern, China became the biggest shipbuilding nation,
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handling an orderbook of around 47% of the world total. The production cost in China is
as low as 10% to 15% compared to the competitors and that is how it succeeded to
increase its orderbook by 50% in 5 years (e-nautilia, 2013).
Since 2000, Greek ship owners have ordered 864 vessels in Chinese shipyards with
the 208 to be currently under construction (Banos, 2013 & Clarkson Research Services,
2014a). This last number corresponds to 42.5% of the total Greek orderbook and to
12% of the total Chinese current orderbook in terms of the number of vessels (Clarkson
Research Services, 2014b) but certainly more in terms of value. This percentage makes
the Greeks to be the largest nationality (non-Chinese) of clients of the Chinese yards.
Between 2000 and 2012 Greek owners had spent around $28bn building ships in China
(Banos, 2013), and in the first 9 months of 2013 they spent additional $9bn. According
to the sources (e-nautilia, 2013), as per September 2013, the biggest Greek clients of
Chinese yards were G.Economou building 19 ships, A.Polemis 10 ships, G.Procopiou
and Th. Veniamis 9 ships each, I.Xylas 7 ships, V.Restis, P.Laskaridis and H.Milonas 6
ships each. Other important clients are A.Frangou, Angelicoussis Group, Th.Martinos,
V.Marinakis, J.Koustas, M.Bodouroglou and others.

Table 21. Greek contracts for newbuildings from 2000 to June 2014. Source: Data from Banos, 2013
& Clarkson Research Services, 2014a

Those good relations are expected to strengthen as Chinese shipbuilders are steadily
improving the quality offered, focus on energy efficient ships and develop specialized
types of ships. Greek shipowners are following the markets and are interested to new
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technologies and to energy markets as offshore and LNG vessels. The Chinese
shipyards will have to develop their ability to build LNGs. The LNGs are expensive and
difficult to build, they also require advanced technology to ensure safety. S. Korea is
currently leading the LNG carrier market, but China is doing its best to catch up. In total,
Greeks have 75 LNGs on order. Fortunately, the shipbuilding industry in China is
strongly supported by the government and it is a State policy to consolidate the
shipbuilding capacity to a certain number of big and strong yards, adapt to the new
markets, and focus on new technologies. Especially the state-owned companies have
the advantage of having access to funds in order to pay workers, to buy raw materials
and to provide financial support to clients. Even if for the moment there are no Greek
orders for LNGs in Chinese yards, this is only a matter of time, and as faster the yards
will gain the confidence of being able to built LNGs, then we will see the Greek-Chinese
relations in shipbuilding rising not only in volume but this time also considerably in
value. Because of the big number of shipbuilding projects in Chinese yards and the
support of the Chinese banks in financing these projects and the increasing quality of
services offered, the cooperation between Greeks and the Chinese Classification
Society, which is present in Greece since 1999, is getting stronger and stronger and
many Greek ships are classed by the CCS. For example, in May 2013, during the
official visit to China, the Prime Ministers of both countries were present during the
signing of the “Framework Cooperation Agreement” and also of the agreement between
CCS and the Greek Paragon Shipping concerning 2 containerships (CCS, 2014).
Compared to the competitors, Chinese yards are having greater flexibility in building
ships with special requirements by the owners than Japanese yards where the high
degree of specification and integration do not permit. Other advantages are the low cost
of production compared to South Korea and Japan and the strong support of the state
banks. From the other side, Chinese yards have other limitations, like their lack of
experience

in

building

sophisticated

ships, high

dependency

on

imports

of

subcomponents, the limited number of yards that can really be selected for their
production efficiency, quality and service, that those yards are always very busy, and in
general they prefer to build simple ships and to cooperate with Chinese owners. Last
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concern is the change in labor costs as mentioned in the third chapter. In order the
yards to retain the workers and deliver without delays, they have to increase salaries in
order to retain the workers.
Because the Greek owned fleet is the biggest and by consequence the most influential
in the global market, Greeks are approached by all shipbuilding nations trying to get a
bigger share of the orderbook. For example, the S.Korean President said to her Greek
counterpart that Greeks are important clients of S.Korean shipyards, and called for
support from Greece to strengthen this cooperation (Xinhua, 2013a).
4.4 Ship Finance
Objective of the Chinese policy appears to be the viability of shipbuilding activity by
securing funding for placements of new orders in the domestic shipyards. In 2012, 90%
of the Chinese shipyards had not received new orders and about 28% have not
received any order since 2009 (Bockmann, 2012). "In this tough time we want to do as
much as we can to help (Chinese) shipyards get orders from shipping companies," said
Chen Bin, the deputy general manager of the China Exim bank’ s transport finance
department at Sea Asia shipping conference in Singapore in April 2013 (Rujun Shen,
2013). The Chinese banks came to fill the "void" left by the traditional ones, offering
cheap and easy financing, but the loans granted were directing the newbuildings in the
Chinese yards in order to support their industry. Many Greek owners now receive up to
70% of a loan from Chinese banks (e-nautilia, 2013). The first step for the ship finance
cooperation was made in 2010 during the visit of PM Wen Jiabao to Greece, when
several shipping agreements were signed and then he announced the creation of a
fund of $5bn to support Greek owners to order ships in Chinese shipyards. The first
years this mechanism had fail to produce any important increase to the Greek orders in
Chinese shipyards. Since 2009, Chinese banks have granted $13bn loans to 40 nonChinese shipowners. Although Greece (as nationality of independent shipowners) was
the largest clientele of Chinese yards, the Greeks have used financing from China only
up to around $1.5bn - $1.7bn, when the total Greek financing portfolio is about $55bn
(Kourmadas, 2014). According to Dr J.Coustas, “It was a time-consuming and painful
exercise” and “was a political statement that was not really matched by the will of the
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banking system over there to proceed with the actual money” (Bockmann, 2012).
Apparently, the loans proposed came at a high cost and were very time consuming.
The rate offered was 3.5% above the Libor (around 1% above the other lenders), the
cost was also increased (1.5%) by the Chinese requirement to insure the loan (Kalli,
2011). They were considering only the big names of shipping (who could also acquire
loans from other lenders) and not the small owners who could be ideal clients. The time
needed to grant the loans was long and they were requiring from 6 to 9 months, when
in the western banks it was taking only 2 months (Bardounias, 2012). All those were
because of the lack of experience. Through the years though, the Chinese banks
acquired experience and became very competitive, giving two reasons to the
shipowners to order Chinese: the cheap available credit and the low shipyard costs.
There are great potentials arising from the strengthening of the financial cooperation
between Greek owners and Chinese Institutions, and even more if this strengthening is
accompanied with the expansion of the shipbuilding cooperation in to new sectors for
Chinese yards as the LNG carriers.
In May 2013, during Greek PM A.Samaras visit to China, agreements concerning the
funding of new orders of a total worth of $245.4m were signed between Greek
shipowners and China Development Bank and CExim. Until October 2013, CExim had
a Greek portfolio of $850m, China Development Bank of $500m and China Everbright
Bank of $150m. The total was reaching $1.5bn with the bigger loans to be given to
Costamare, Danaos, to Mr Economou companies, to Angelicoussis Group, Diana,
Golden Union, Laskaridis Group (e-nautilia, 2013). In June 2014, during “Posidonia”, Mr
Chen Bin, CExim' s deputy general manager of the transport finance division, said that
during this same month, a new deal will be signed bringing the Chinese Exim Bank total
exposure in Greece to $1.3bn.
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Table 22. Chinese banks Greek portfolios. Source: Oates, 2012 & e-nautilia, 2013

The latest development in the financial cooperation is the signing of $2.6bn worth
agreements during the visit of Chinese PM Li Keqiang in Athens in June 2014. The
biggest share are the Strategic Co-operation Memorandum and the Framework
Agreement between China Development Bank and Costamare of a total value of
$1.5bn concerning new businesses and ship financing. In addition, a $400m financing
framework agreement was signed between the Chinese Exim Bank and Thenamaris
Ship Management and an export credit for two capesize bulk carriers of $57.4m with
Oceanbulk Shipping, a MoU between ICBC and Diana Shipping of $200m worth as
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support for future orders to China and finally, a $160m sale and leaseback deal for two
dry bulkers and four containerships and a $300m friendship and cooperation agreement
for dry bulkers and containerships built in Chinese shipyards between ICBC Financial
Leasing Company and Libra Group (Lloyd’s List, 2014c).
4.5 Ship Repair Industry
During its lifetime, a vessel is required to enter into dry dock either for some repairs
either for surveys. In both cases the yard selected to perform those operations is one of
the nearest in the location of operating the ship. It is then normal to consider a Chinese
yard when a big part of trading routes are having China’ s ports as origin or destination.
In the case of ship repairs in particular, cost is an important element to consider. The
Chinese yards are having a considerable advantage on this point compared to their
competitors. They benefit from low cost first materials (mainly Chinese production
steel), low cost of transporting those materials from the supplier to the yard (they don’t
need to be imported from far away), and low cost (and abundant) labor force. All those
elements are keeping the overall cost at a low level. At the same time because of the
large number of yards it is possible to find a yard available to receive the vessel without
big delays and to complete works in an acceptable period of time. As we speak about
repairs and not newbuildings, the level of technology and quality, the aspects that
Chinese yards are lacking compared to Japanese and S.Korean competitors, are not
the ones dictating the choice of yards in the most of the cases. Considering the above,
and knowing that a large number of Greek owned vessels are serving the Chinese
trade, it is not a surprise that the number of vessels repaired in Chinese yards and the
total amount of money spent by Greek shipowners to Chinese yards for this matter are
quite considerable.
4.6 Port Infrastructures & Related Investments
The location of Piraeus port as already mentioned could serve as the main hub for
Chinese products in Europe. The ships could unload at Piraeus and then by land to
transport the containers to their final destination in the European hinterlands.
Distributing the containers arriving from Suez canal via Piraeus, is much more cost-
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effective than traveling up to the North European ports as Rotterdam, Hamburg and
Antwerp.
Since November 2009, Cosco Pacific has the exclusive use of container terminal II for
35 years (in return of €4.3bn and investments of €350m) and since June 2013 it
operates also the east terminal III, with plans for an additional investment of €230m for
the construction of PPA' s west terminal III, the upgrade of terminal II and the
construction of a new oil terminal on terminal III. All the infrastructure investments made
by Cosco (PCT) brought in 2012 75% increase of container traffic only by the operation
of terminal II, compared to 2011 and placed Piraeus port first in the list of world' s 100
major container ports in terms of traffic increase for 2011 and 2012.

Table 23. Ports ranked by increase ratio 2008-2012 in million TEU. Source: IAPH, 2013

In 2013 it was ranked 3rd among the Mediterranean ports in terms of container traffic,
with an annual throughput of 3,163,755 TEU and annual capacity of 4.2 million TEU. By
2016 it is expected to reach the capacity of 7,200,000 TEU (PCT 6.2m TEU + PPA 1m
TEU) (PPA SA, 2014) and become the biggest commercial port in the Mediterranean.
According to a study made by the Greek National Bank, the use of terminal II by PCT
and its investments will lead to the boost of Greek GDP by 2.5% by 2018 and the
creation of about 125,000 new jobs (Xinhua, 2013b). Also, Cosco has shown its interest
to invest in the acquisition of 67% stake during the privatization of Piraeus Port
Authority.
In March 2013, the port obtained a direct link to the Greek railway network and by there
to the entire European railway network. This new 17-km railway connects N.Ikonio
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(Piraeus terminals) to Thriassio Field (OSE's logistics center recently constructed (to be
fully completed in 2015) which includes container terminals, cargo and logistics
facilities, customs offices etc.). Soon after the rail link inauguration, companies
interested to use Piraeus port as logistics hub made their appearance. During PM
Samaras visit in China in May 2013, two Memorandum of Cooperation were signed by
the Greek Development Minister C.Hatzidakis related to this matter, the one with
Huawei and the other with ZTE. Finally in December 2013, the Chinese Huawei
inaugurated its pilot distribution center in Piraeus Container Terminal. According to the
deal, in the next three years the company, in addition to the logistics hub for distribution
of its products to European markets through Greece, will create a Center for Research
and Innovation, which will cooperate with local Research/Technology companies. In
March 2014, the second Chinese company, ZTE, singed with PCT an agreement in
order to begin the operation of a transit center in Piraeus to cover the Southern
European region. According to this deal, ZTE will distribute to 12 major South-Eastern
European markets via Piraeus. These markets are Croatia, Czech Republic, Slovakia,
Slovenia, Austria, Hungary, Bulgaria, Romania, Italy, Spain, Portugal and Cyprus. The
next phase of the 5 year plan investment includes the construction of a repair center for
the region and the establishment of an assembly line.
Creating assembling lines to Greece, is the main interest of various Chinese
companies, because when separate components are imported from China, stored and
managed in container terminal facilities, and finally assembled in assembly lines inside
a European country member then, the final product will be labeled as "assembled in
EU" and will be treated as a European product in terms of legal status (protectionism,
anti-dumping measures, etc.) and at the same time will improve their quality profile.
This is what the Chinese companies will profit from, together with the cost-effective
solution of using Piraeus instead of northern ports to transport containers in the
hinterlands of Europe.
For Greece, the benefits of those investments are the creation of jobs at a time where
the unemployment is very high, the contribution to infrastructures, progress and longterm development, the strengthening of the position of Piraeus and the whole country
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on the international map of transport, and it shows the confidence of foreign states and
companies to the Greek economy future and stability.
In addition, during May 2013 visit in China, a Cooperation Protocol was signed between
the Greek Asset Development Fund and China Development Bank, in order to promote
the participation of Chinese companies to the Greek privatization program. This will
make Chinese investments in Greece to multiply and will allow the development of
Sino-Greek partnerships in shipping investments in the form of joint ventures.
4.7 Maritime Education
The close bonds between the two nations in shipping are not found only in business but
also in education. Shanghai Costamare Ship Management Co., Ltd. has invested in
training of its own engineer and deck officer cadets at Shanghai Maritime University
(SMU) and has also provided financial support for the construction of “COSTAMARE
Engine Room Integrated Laboratory” in SMU in 2012. SMU has also signed an
International Cooperation to promote joint activities at the level of teaching and
research with the Department of Shipping, Trade and Transport of the University of the
Aegean. They are often exchanging visits in order to strengthen their collaboration in
shipping education and are hosting together courses and events.
4.8 Manning
In both countries there are manning agencies in order to provide the Greek ships with
Chinese officers and crew. The above mentioned Costamare’ s sponsorship for training
engineer and deck officer cadets is indicative of this cooperation. Also, in Greece there
are representative offices of Chinese crew services as the “China Marine & Seamen
Service Corp. (Athens office)” which is one of the largest international Crew Manning
Companies of China.
4.9 The Importance of Sino-Hellenic Cooperation in Shipping
The benefits of the cooperation for both countries in the port and logistics sector have
been already stated. In the financial sector, it is obvious that, from one side, the Greek
shipowners find in China the financial support that they need in order to build their ships
at a period that the traditional shipping banks are keeping their exposure to the market
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low, and from the other side, the Chinese State attracts the owners of the largest fleet in
the world, to get clients for the domestic shipyards at a time that the downturn of
businesses keep many investors away from ordering new ships. The cooperation in
shipping (the transportation service) and in shipbuilding should be further discussed.
As mentioned earlier, the intention of the Chinese government is to create a national
fleet capable to serve the needs of transportation for the majority of Chinese imports for
security reasons. To reach that, the Chinese companies entered into a rally of building
fleets. On the list of the current orderbooks, Chinese companies are first, having 578
ships on order when the second on list, Greeks, have 518 (Clarkson Research
Services, 2014c). In particular an important increase to the fleet of tankers bigger than
10,000 mt dwt is noticed, as from 180 vessels in 2009, they reached 267 ships in 2013
(Clarkson Research Services, 2014d). That shows that the Chinese are following their
goal of building a national tanker fleet in order to ensure the security of Chinese oil
imports. By that, someone could say that in a few years the cooperation with Greeks in
the transportation of import goods will not be as needed as today (Greek ships are
transporting 60% and 50% of general cargo and crude oil imports), as the Chinese fleet
will be enough to cover the majority of the needs. This works also for the shipbuilding
sector, as the yards will be busy building Chinese ships and not need so much the
Greek clients. Now it must be noticed that today in the orderbook of Chinese yards the
29% is Chinese orders and 71% foreign orders from which, the 13% is Greek orders
holding the biggest share among the foreign clients, so ceteris paribus the gap left by
Greeks would be big enough to be filled only by Chinese orders (Clarkson Research
Services, 2014d). Also, the Greek orders are not in their majority financed by Chinese
banks and are also contributing to the inflow of foreign currecy. In the contrary, the
Chinese orders will be mainly supported by the Chinese banks, burdening the system.
A system which is already providing subsidies to many sectors, as for example to the oil
companies who have to be compensated for losses incurring by buying oil at free
market price and sell it at government-capped rates within China (Erickson, Collins,
2007). And when this number of fleet will be reached, then the state will have to
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intervene to the daily operations of the companies, as the shippers will prefer to serve
foreign oil companies if this is more profitable and the Chinese oil companies will prefer
to use foreign vessels if this is more cost-effective. So in order to impose to the Chinese
oil companies the use of Chinese vessels and to be able to control the prices, the State
will have to charge again the system with subsidies. The use of foreign fleets is in long
term more cost-effective than the cost of acquiring and maintaining a large owned fleet
and brings less risks, as the risk of overcapacity. The Chinese economy is transforming,
the amount of imports needed are not always at the same level, and we cannot know
for how long the imports will continue to be at the high level of the last decade. The
Greeks are in the top of the game for five decades and have acquired the experience
and built the network that keeps them leading the sector. Even the economic crisis
hitting Greece did not infect them and that is because they are operating independently
on the global stage. What would happened to a huge Chinese fleet which is used to
serve the domestic needs and do not yet have the same level of experience operating
in an international free market, at a downturn of the cycle? Those are the main reasons
why the two states should work together in order to strengthen the Sino-Hellenic
cooperation in shipping and bring it to the future.
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Part 2
Chapter 1, Methodology
In order to take this research paper one step further, this second part aims to research
the cooperation environment of Greek and Chinese in the shipbuilding sector by
creating a questionnaire and distributing it to shipping companies, shipbrokers (Greek
and Chinese) and to shipyards. In that way the author tries to get the views of the
experts concerning the mesures that need to be taken to ensure a good cooperation in
the future, the ways to make this cooperation even stronger and to identify any
obstacles that may exist disturbing the smooth flow of the cooperation. The ultimate
purpose is the collected and interpreted results of this paper to be used as guidelines
for the two parties in their try to successfully cooperate in this highly competitive and
fluctuating industry of shipping.
During the research on the Sino-Hellenic cooperation some issues were emerging
again and again, sometimes by different perspectives, depending on the position of the
interviewed in the industry. The questions used in the survey were sourced by this
observation and were analyzed according to the nationality of the participants. The
reason why nationality is used as the main element to separate the sample and analyze
the answers, is because it is the factor responsible of having different perspectives
about the cooperation, as it separates the two parties, the Greek (owners) from the
Chinese (shipyards), and also because nationality is a factor that affects the way of
perceiving and analyzing situations, of communicating, of doing business, etc. applied
to all members of the sample.
1.1 Construction of the Questionnaire
As already mentioned, the aim of this part is to identify the perspectives of each party
about the cooperation on matters that during the research were found ambiguous, and
where the opinion of the two sides presents a deviation from a “common
understanding”, which is the main focus for having a strong and successful cooperation.
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The questionnaire included 18 multiple choice questions (rating scales/items and closeended questions) and 3 open-ended questions to give the people an opportunity to
state their own views and collect qualitative data. The questionnaire can be found in
Annex I. The questions concern the three phases of shipbuilding cooperation: precontract, during the construction, and after the delivery of the ship. The two first
questions are identifying the sample (nationality, position in the industry), the following
four were about the choice of the shipyard in order to cooperate. In particular, the
author wanted to see what are the important factors considered by shipowners in the
choice of the yard and what the shipyards think for the same matter, also wanted to
investigate how the productivity and competitive advantages of the Chinese yards are
perceived by the Greek side and how by the Chinese. The 18th question is also about
the pre-cooperation stage, asking about the level that Chinese financing attracts orders
to Chinese yards. From the 7th to the 15th question data are acquired about the relations
of the two parties during the actual cooperation. What are the factors increasing the
difficulty of cooperation, as the difference of language and business culture, how are
usually the relations between the Greek site offices and the shipyards, and when the
most frictions between the two sides appear. 16th and 17th questions focus on the postdelivery phase, how the two parties assess the dealing with guarantee claims by the
Chinese yards, and if there is willingness to repeat the cooperation. The three last
questions leave the respondents free to give their view about the advantages and
disadvantages of the Chinese yards compared to competitors and the most important,
what are their suggestions for the improvement of the Sino-Hellenic cooperation in the
shipbuilding industry in the future.
1.2 Sample Response Rate
The total number of companies which constitute the sample was 40 of which 20 were
Greek shipping companies, 12 were Chinese shipyards, 8 were brokerage firms (of
both nationalities). From them, 19 answered (7 shipping companies, 4 shipyards, 8
brokerage firms). From these 19 responses 2 were not properly completed (partially
incomplete) reducing the number of responses to 17. Table 24 presents the response
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rates in detail (based on the method proposed by the Council of American Survey
Research Organizations). To achieve this response rate a three-step approach,
presented in Table 25, has been followed in order to achieve the highest possible
results.
Total number of samples
Total number of respondents
Total number of eligible respondents
Total number of non-eligible respondents
Percentage of eligible firms [17/19]
Total number of non-respondents (40-19)
Expected number of eligible firms in non-respondents [21*(17/19)]
Response rate [(17*100)/(17+19)]

40
19
17
2
89%
21
19
47%

Table 24. Response Rates

Step 1: E-mail with the Cover
Letter and the Questionnaire
Step 2: 1st Reminder e-mail
Step 3: 2nd Reminder e-mail

The cover letter was explaining the purpose of the paper, emphasizing on the
confidentiality. The questionnaire was attached to the E-mail.
This E-mail was used as a reminder and was sent to the respondents one
week after the questionnaire.
This e-mail was sent to the respondents three weeks after the questionnaire.

Table 25. Steps followed to aquire the questionnaire responses
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Chapter 2, Research Findings
As already mentioned, the sample used is consisted by Chinese shipyards, Greek
shipping companies, Chinese and Greek brokers and the analysis is based on the
nationality of the respondents in order to find where do we have common perception of
the situation and where there is a gap, which should be identified and then be
considered as an issue to be resolved for the sake of smooth and long-term
cooperation.
The final sample is composed by 65% Greek (11 respondents) and 35% Chinese (6
respondents). From them, 18% are shipyards (3), 41% shipping companies (7) and
41% brokers (7). As the analysis is based on the nationality of the respondents, we
have to clarify that from the Greek ones, 64% are representing shipping companies and
36% brokerage firms, and from the Chinese respondents, 50% are shipyards and 50%
brokerage firms.
The low response rate and small sample size do not allow for any broad
generalizations. Thus, the results are used to highlight certain aspects and to show
some tendencies prevalent in the cooperation of Greek companies with Chinese yards.
The overall results, show a high level of understanding of the views of the other side
concerning the evaluation of today’ s cooperation and the thoughts and wishes for the
future. The answers in the majority of the questions were similar from both sides
(Greek, Chinese) but sometimes a more critical approach was resulting to a percentage
difference even if the prevailing answer was kept the same, only in a few cases a
completely different opinion was noticed. The MS Excel file where the analysis of the
data was done can be found in Annex II.
As the two first questions of the survey were identifying the respondents profile
(nationality, working sector), the first question to be analyzed is the third one. The point
of this question is to see how the two sides (Greek, Chinese) are ranking some factors
that through the research appeared to be important to the consideration of a shipyard in
order to place a newbuilding order. Both sides agree that the most important factor to
consider is the production cost and second the quality of workmanship. Of course, as
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already mentioned, in the case of highly complex vessels as LNGs where quality has a
major impact on the safe operation of the vessel, we have seen those two factors
interchanging their positions, as for example the LNGs orders are mainly directed to
North Korean yards even if the price is higher than the Chinese yards. In third position
is the compliance with the deliveries schedule initially agreed and fourth the convenient
location of the yard, a factor that if we were referring to repairs it could occupy the first
position. Thus, we see that both parties have the same view of what makes an owner
choosing one shipyard from another to place an order.
When the two parties were asked to grade the productivity of Chinese shipyards in the
4th question, the first answer was “Average” by 100% of Chinese and 45% of Greek
respondents. Although, a 36% of the Greek answered that a high heterogeneity on the
productivity level exists between the Chinese yards and just a 18% of Greek were
considering the productivity as being “Low”. The important notice here is that when the
100% of the Chinese yards and brokers answers agreed on average productivity, a
36% of Greek answers speaks about high heterogeneity, something that is in line with
the apparent belief of the Chinese State which, through consolidation programs tries to
limit the yards to a fewer number of equally productive shipyards. Because of this
political initiative, it is expected that in few years this heterogeneity will hopefully no
longer exist as well as the issue of trying to find not only an available yard but also that
yard to be a productive one.
The 5th question was asking the participants to choose between some factors that the
yards should invest in order to further increase the productivity. In order to analyze it,
this question was considered dichotomous were multiple answers were allowed and the
number of Yes or No were counted. From the available choices, the “Technology”,
“R&D”, and “Education/Training” of shipyard employees have already been mentioned
in this paper as factors that Chinese yards are lacking of. “Employee commitment” and
well designed supply chain and organization management are factors known of
increasing productivity in shipyards (Mickeviciene, 2011 & OECD WP6, 2007) and the
option of “Permanent skilled staff” came out through conversations with industry people
as a way to retain highly productive employees with appropriate training, whose work
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can achieve high quality standards, more than what a temporary subcontracted staff
can reach. The most popular choices from both parties were the investment in
“Technology” and in “Research and Development”, followed by the “Education/Training”
choice. Last came the “Permanent skilled staff” as it does not affect the productivity as
much as the quality. In this question the difference was made by the Chinese
participants who chose the “Organizational restructuring” option in third place, an
answer not at all considered by the Greek side. This happened as it is an internal
matter that only the Chinese side could be in position to know the degree that the today’
s organization structure affects the productivity of the shipyards. ‘Supply chain
management” did not receive any votes which it can be interpreted as both sides are
satisfied enough by the existing status.
Ranking the factors of contributing to the competitive advantage of the Chinese yards,
asked in question 6, showed once more accordance between the two parties. Two first
were ranked the “Price” and the “Available berths”. The third and fourth place were hold
by “Flexibility” in designs/specifications and the “Available financing” according to the
Greek answers and inverted according to Chinese. Those are followed by “Quality” and
“Experience” and last “Reliability”. The ranking shows that both Greek and Chinese
have the same opinion about the strengths of the Chinese yards compared to
competitors, with a little difference when considering the available financing from the
Chinese State, which for the Greeks is ranked lower than what the Chinese side thinks
about it. This matter is discussed further in question 18.
In the 7th question the participants were asked to choose between the “Language
barrier” and the “Culture of doing business” which one increases more the difficulty of
cooperation. 64% of Greek respondents chose the language when 67% of Chinese
chose the different culture. The interesting is that in question 9 about how much the
different business culture affects the cooperation, then 50% of the Chinese participants
answered that both parties have “Common business culture” and 33% that it is “Not at
all” affecting the cooperation. For the same question 55% of the Greek chose “A little”
and 36% “Not at all”. For the language issue to be further investigated, question 8 was
asking in what level of Chinese shipyards is English speaking personnel encountered.
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The Chinese side answered by 100% “Management and Engineers” and the Greek
side 55% “Only management” and 45% “Management and Engineers”. It is obvious that
there is a confusion about the matters concerning the communication either as a
language aspect or a cultural aspect. The language issue can be solved by adding
more English speakers into the shipyards personnel in different levels so that the
cooperation can be facilitated. About the culture of doing business, there is no need of
having a “common” culture in order to cooperate, what is needed is the knowledge of
how business is done in the international environment and this is acquired by the
experience of interacting with international clients and closing international deals. With
time and willingness, any obstacle created by the different business culture affecting the
cooperation can be minimized to a negligible amount.
From10th to 12th question we tried to see at which stages and up to what degree are any
frictions between the cooperating parties appearing. According to the Chinese side, the
most frictions appear during the agreement on price and terms of the shipbuilding
contract (50%) and by 33% during the construction of the vessel as technical issues
that have to be solved. From the Greek point of view it is the opposite (45% during
construction and 36% during the agreement). That could mean that Greeks perceive
the technical problems occurring during the construction as an arduous process
compared to their experience with other nationality yards (ex. Japanese, North Korean),
when the frictions during the agreement as a part of the business process. The Chinese
side perceives the same issue in reverse. That could be explained by the above
mentioned “difference in business culture” or as a result of the quality and reliability
factors being ranked last as (dis)advantages of Chinese yards compared to competitors
(Q.6). As apparently “during the construction” phase the most frictions are presented, it
comes not as a surprise that in question 11 the answer of both sides about how often
the Greek site offices are intervening is “Often” and second “Always”. And when in
question 12 they are asked about the relations between site offices and yards, by 91%
the Greek answered “Often with frictions” and only a 9% “Smooth and positive” and
67% of the Chinese chose “Often with frictions” and 33% considered the relations as
smooth. This big gap in the percentages (33% to 9%, 91% to 67%) can be caused by
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the small sample used. The Chinese respondents could have experienced smooth and
positive relations with the Greek site offices that they had to cooperate up-to-now, and
Greek respondents also answered according to their own experience. It could be also
caused by the intention of the Chinese respondents to keep a positive attitude in their
evaluation of the relations during this survey.
The quality of workmanship in Chinese yards in question 13, was graded as “Average”
by 100% of Chinese respondents. “Average” was also graded by 64% of Greek side
and as “Low” by 36%. The problem of lower quality compared to competitors is known
to both sides but it compensates by the quality-price relationship, which in question 14
is graded as “High” by 100% of Chinese respondents and by 64% of Greek ones. A
36% of Greek participants are grading the relationship as “Average”. The issue
emerging from those two questions is that the entire Chinese sample is considering the
quality as “Average” and the relationship of quality-price as “High”, when some of their
clients are considering it “Low” and “Average” respectively. This could be a trap for the
Chinese side, if the shipyards are too complacent about their status, it could delay
further efforts to improve and could cause loss of clients.
With question 15 we wanted to check the validity of an information collected during the
research, mentioning that the agreed price on the shipbuilding contract is seldom
followed up to the end, but instead, during the construction period is renegotiated in
order to match with the fluctuating raw material prices, the exchange rates but also with
the newbuilding and freight prices and even with the financial status of the interested
parties and the level up to which contract specifications have been reached. Both
parties confirmed this statement by answering first “Often renegotiated” and secondly
“Seldom renegotiated”, “Full compliance” was only chosen by 17% of Chinese side and
0% by the Greek one. The answers show willingness from the two parties to cooperate
and renegotiate the price even if this procedure is only partially or even not at all
covered in the contract terms.
This same willingness for cooperation is also proved by the answers of question 16
about the Chinese shipyards providing initiatives, after delivery, in order to repeat a
successful cooperation in the future. 67% of the Chinese answered “Always” and 33%
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“Often”, and 55% of Greeks chose “Often”, 27% “Always” and 18% “Seldom”. The
attitude kept by a shipyard on that matter has to do with the company’ s strategy but
also, up to a certain degree, with each case of cooperation separately, how successful
and positive experience it was. This could be the reason why we do have this “Seldom”
answers, but as a whole the picture is positive.
In question 17 we get the same problem as above (Q.13&14) of different perception of
the level of satisfaction about the same matter. The Chinese side assess the response
to and dealing with guarantee claims by the Chinese yards as “Satisfying” by 67% when
the first answer of the Greek side is by 55% “Partly satisfying”. As any company should
provide the best services to its clients, likewise the shipyards should take any
necessary steps in order their clients to grade their services as “Satisfying” to “Very
satisfying”.
The point of question 18 was to get the opinion of the two parties concerning the
presence of financial support by Chinese banks and up to what extend this attracts new
clients to the Chinese shipyards. Both parties agree that available financing attracts
new clients “To a significant extent”, but we notice a difference on the percentages.
83% of the Chinese and 64% of the Greek side, with an important part (36%) choosing
“To a limited extent”. As it has been noticed in previous chapter, the majority of Greek
orders in China are not supported by the Chinese banks and also that those who finally
get the Chinese support are only the “big names” and not the medium and small size
companies which encompass the majority of Greek owners. This is the reason of the
high percentage of “To a limited extent” answer, and can be interpreted as a demand
for further and more flexible support from the Chinese banks.
The three last, open-ended questions asking about the opinion of participants about the
main advantages and disadvantages of Chinese shipyards compared to competitors,
and their suggestions, did not bring any surprise. All respondents mentioned the “price”
(or the price/quality relationship) of being the main advantage and as main
disadvantage the “quality” and “technology” levels compared to competitors. Some
added to the advantages the “berth availability” and “flexible specifications”. An
interesting answer given by a Greek broker was “personal/individual fellow feelings”
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clearly stating that the relationship in individual level between the cooperating parties
can evolve stronger between the Greek and Chinese compared to relations with other
competing shipbuilding nations. A different from the majority answer, concerning the
disadvantages, was “Chinese Maker List” stated by a Greek respondent. The Maker’s
List includes major machinery and equipment together with the names of
suppliers/makers and from that list the selection of machinery and equipment installed
on board is done by owners and shipyards. As no further details were given on this
matter, the author will try to interpret this as an issue with the quality of the suppliers
and makers appearing in those lists. About the suggestions in order to improve the
cooperation the main answer was to invest further money and effort on the cooperation,
stated as “government financial support to the cooperation” or “more orders” and “more
exchange” by the Chinese respondents, and as “activate finance in practice” and “Sino
financing to be available to more Greek ship owners” by the Greek respondents. There
were also some differentiated answers by Greek participants as, “bring Chinese
legislation to conformity with the international”, “Greek owners to respect contracts and
be more cooperative” and “Chinese constructors should not act by their own way
without following any suggestions from the owners”.
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Conclusion
The present research paper is focused on the relations of China and Greece in the
shipping industry. China by being the world’ s second largest economy and main
trading country needs to import raw material and to export manufactured products. It
has also a strong banking system which can significantly support shipowners and
shipbuilding industries, one of China’ s pillar industries employing a considerable
human labor force.
Greece, although a small country, controls 15,56% of the total world dwt. The
contribution of shipping to the Greek economy is very important as it exceeds 7% of the
GDP. This makes Greece do be considered as a “flag-state” focusing on policies
supporting the fleet, but other aspects of the shipping sector such as port and shipyard
infrastructures, to be left behind overpassed by the global competition. In the contrary,
the Chinese State is present and supportive at all aspects of the shipping industry,
which constitutes one of its major advantages.
Greece found in China a strategic partner for shipbuilding and infrastructure projects, by
welcoming investments of Chinese companies in the sector of port infrastructure and
logistics (COSCO, ZTE, HUAWEI) in Greece, as well as a cargo and finance supplier,
receiving around $1.7bn by Chinese banks for shipbuilding projects. By inversing,
China found in Greece the main supplier of ships to transport the cargo, 50% of dry
cargo (raw materials and general cargo), 60% of crude oil imports and a considerable
part of exports of China are transported by Greek owned ships, an important client for
its shipyards, since 2000 the Greeks have ordered 864 vessels in Chinese shipyards
making them the largest foreign nation-client of the Chinese yards spending around
$40bn., and a country-ally in its attempts to built strong relations with the EU. The
cooperation between those two nations in shipping industry was inevitable as they are
complements the one to each other and this is why the supply & demand model
explains very well the relations between those two countries. In 2012, Greece and
China celebrated 40 years of diplomatic relations characterized by frequent (in
particular the last years) exchanges of visits and signature of agreements and MoUs.
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In this paper, facts were presented about the role of the two nations in the global
shipping industry and their in-between relations, especially in the shipbuilding sector.
The use of a questionnaire gave the possibility to collect the views of the industry
people as it concerns the up-to-now cooperation and by analyzing them, to propose
measures that could be taken to ensure that this cooperation will continue into the
future even stronger and any obstacles that may exist to be surpassed.
According to the author’ s analysis of the survey data and hers interpretation of the
outcomes, some propositions that could facilitate the cooperation between Greek
owners and Chinese yards as it concerns the newbuilding projects will be listed bellow.
The questionnaire analysis pointed out a discontent about the quality and reliability of
the Chinese yards, and the belief that the shipyards should invest on technology, R&D
and training of the staff in order to increase the quality level. It is known that the
Chinese State goes already to that direction by limiting the number of yards focused on
increasing the quality and productivity of the remaining ones. The recommendation of
the author would be the conduct of a study in order to further investigate the
“organizational restructuring”

stated

by

the

Chinese

respondents. About the

communication, the language issue can be solved by adding more English speakers
into the shipyards personnel in different levels so that the collaboration can be
facilitated, and the different culture of doing business can be surpassed with time and
willingness, acquiring experience by interacting with international clients. The different
perception of the phase that the most frictions during the cooperation appear, would
lead the author to suggest that shipyards should increase the reliability levels towards
their clients and also work on building cooperative feelings with the site offices. At the
same time the Greek shipowners should show more respect and understanding to the
contract terms and to the limitations that a price can be negotiable. Shipyards should
continue working on increasing the quality and its relationship with price, as well as to
invest on marketing in order to retain the clients and to attract new ones. They should
also be sure to always keep the level of response to guarantee claims at a satisfying
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level, and in order to evaluate their performance, to often request feedback from their
clients.
Concerning the financial support from the Chinese banks, loans should be grant with
more flexible criteria in order to include more shipowners, as the medium and small
sized companies, to have competitive terms, and to make the procedures less timeconsuming, expensive and bureaucratic. The employment of foreign executives in
Chinese banks could be a way for the banks to acquire the know-how in shipping deals.
Finally, the suggestion given by one of the participants “bring the Chinese legislation in
conformity with the international” should also be consider as legislations have a strong
impact on cooperation in general, and the incompatibility of legislations can increase
the degree of difficulty in achieving a successful cooperation.
Generally speaking, the relations in the cooperation of Greek and Chinese in the
shipbuilding sector appear to be in a very good level, with a high degree of “common
understanding” and willingness. The present survey confirmed that, but at the same
time gave some indications of issues that can be further improved. Through the
analysis and interpretation of those “indications”, the author of this paper tried to
present some propositions in order to make this cooperation in future even stronger and
overcome any obstacles that may exist.

70

References
Actia Forum (2014a). Report: Traffic in Top10 European Container Ports up by 1.6% in 2013. Port
Monitor Series. Gdynia, March 2014
Actia Forum (2014b). Report: A few percent increase of container turnover in major ports in the world.
Port Monitor Series. Gdynia, March 2014
AllaboutShipping.co.uk (2012). Can Greece Maintain its Global Dominance in Shipping? June 2012.
Available at: http://www.allaboutshipping.co.uk/2012/06/01/can-greece-maintain-its-globaldominance-in-shipping/
Artavani D. (2012). The Commercial Relation of China-Europe and The Evolution of Container
Management During The Period 2006-2011: Piraeus Case. University of Piraeus, September 2012
Banos G. (2013). Greek Shipbuilding Orders With P.R. China Shipbuilders 2000-2012. April 2013
Bardounias N. (2012). Chinese Lenders Boost Local Shipping Industry. Kathimerini Newspaper,
January 2012. Available at:
http://www.ekathimerini.com/4dcgi/_w_articles_wsite2_1_11/01/2012_422181
Bockmann M.W. (2012). China’s Shipyards Fail to Win Orders as Greek Owners Shun Loans.
Bloomberg, June 2012. Available at: http://www.bloomberg.com/news/2012-06-07/china-s-ship-yardsfail-to-win-orders-as-greek-owners-shun-loans.html
British Petroleum (2013). Statistical review of world energy 2013, June 2013
Central Inteligence Agency US (2014). The World Factbook: China. Available at:
https://www.cia.gov/library/publications/the-world-factbook/geos/ch.html
China Classification Society (CCS) (2014). Annual Report 2013
China Daily (2013). China Shipping expands fleet. May 2013. Available at:
http://www.china.org.cn/business/2013-05/07/content_28749429.htm
China Daily (2014a). Smaller shipyards to be put into drydock. March 2014. Available at:
http://www.china.org.cn/business/2014-03/21/content_31857579.htm
China Daily (2014b). Shipbuilding industry rides wave of restructuring. January 2014. Available at:
http://www.chinadaily.com.cn/business/2014-01/20/content_17245677.htm
China Daily (2014c). China's forex reserve to hit $4 trillion: report. May 2014. Available at:
http://www.china.org.cn/business/2014-05/19/content_32430849.htm

71

China Labour Bulletin (2013). Wages in China. June 2013 Available at:
http://www.clb.org.hk/en/content/wages-china
China Market Research Reports (2014). Research Report on China Shipbuilding Industry, 20142018. March 2014
Clarkson Research Services (2012a). Dry Bulk Trade Outlook, 18(5)
Clarkson Research Services (2012b). Oil and Tanker Trades Outlook, 17(9)
Clarkson Research Services (2014a). Contracts by Owners in Greece, June 2014
Clarkson Research Services (2014b). Contracts of Vessels Built in Peoples' Republic Of
China, June 2014
Clarkson Research Services (2014c). ShipOwner Orderbook Monitor. Vol.21, No.5, May 2014
Clarkson Research Services (2014d). China Intelligence Monthly. Trade, Shipping, Shipbuilding &
Logistics. Vol.9, No.4, April 2014
Clarksons Shipping Services (2013). Dry Bulk Trade Outlook, 19(6)
Collins G., LCdr Grubb M.C. (2008). A Comprehensive Survey of China’ s Dynamic Shipbuilding
Industry. Commercial Development and Strategic Implications. China Maritime Study No. 1. Center
for Naval Warfare Studies. US Naval War College. Newport, Rhode Island, August 2008
Danish Ship Finance (2013). Shipping Market Review, April 2013
e-nautilia (2013). “Protagonists” in China the Greek Shipowners, Investments of $9bn. October 2013.
Available at: http://www.e-nautilia.gr/9
Erickson A., Collins G. (2007). Beijing’s Energy Security Strategy: The Significance of a Chinese
State-Owned Tanker Fleet. 2007 Published by Elsevier Limited on behalf of Foreign Policy Research
Institute, Fall 2007
Eurofin (2011). The Funding Gap ‐ Will Chinese Banks Save the Day? Marine Money New York,
November 2011
European Centre of Excellence Jean Monnet (2012). Bilateral Relations Between China and Greece,
From the 90s to Today, 2012
Foundation for Economic & Industrial Research (IOBE) (2013). The Contribution of Ocean-Going
Shipping to the Greek Economy, Performance & Outlook. January 2013
Golden Destiny (2014). Monthly Newbuilding Report January 2014, Ordering Activity by Greek and
Foreign Owners
Gratsos G. (2012). The Potential of the Greek Maritime Economy. Institute of
Diplomacy and Global Developments, May 2012
Hellenic Shipping News (2014). Shipping Industry Market Trends for 2014, May 2014. Available at:
http://www.hellenicshippingnews.com/News.aspx?ElementId=32ebc2b9-0378-4328-9cb08a24b7b5b429

72

InduStreams (2012). The 30 biggest port markets in China. Port-Investor Available at:
http://www.port-investor.com/
International Association of Ports and Harbors (IAPH) (2013). Containerization International’s Top
100 Ports 2013. Available at: http://www.iaphworldports.org/Statistics.aspx
International Energy Agency (2012). World Energy Outlook 2012
International Grains Council (2013). Grain Market Report. 436, August 2013
International Transport Journal (2013). Maersk, MSC and CMA to establish alliance, June 2013
Kalli A. (2011). Chinese Interest for Greek Shipping. Marinews, February 2011. Available at:
http://shipping-press.blogspot.com/2011/02/blog-post_5797.html
Kamarudin A. (2012). Greek Shipping: Navigating The Financial Storm
Kong-gyun Oh (2011). Trends in Shipping and Shipbuilding: Asian Perspective. Korean Register,
November 2011
Koumpoura M. (2011). Modern Shipping Developments and Shipbuilding Policy. University of
Piraeus, March 2011
Kourmadas L. (2014). Chinese Banks Venture into Shipping. gbtimes, January 2014. Available at:
http://gbtimes.com/business/chinese-banks-venture-shipping-part-2
Larsen J (2013). Global grain stocks drop dangerously low as 2012 consumption exceeded
production. Earth Policy Institute, January 2013
Liang-Xin Li (2013). Chapter 5: The Chinese Economy After the Global Crisis. Recession and Its
Aftermath: Adjustments in the United States, Australia, and the Emerging Asia. N.M.P. Verma (Ed.),
DOI 10.1007/978-81-322-0532-6_5, © Springer India 2013
Lloyd’s List (2012a). A new era for China exports. Chinese companies will start to design and develop
new products as well as manufacture them. China. September 2012
Lloyd’s List (2012b). Ready for reform. China’s commercial maritime world is poised for a new level of
leadership, but difficult decisions have to be made. China. September 2012
Lloyd’s List (2013a). Nor-Shipping: Norway’s export credit agency favors safety and crew
competence
Lloyd’s List (2013b). Greek Bulk Fleet- Special Report. No 61,033, October 2013
Lloyd’s List (2013c). Chinese Banks Ink More Deals for Greek Shipowners. p.01, No 60,926 , May
2013
Lloyd’s List (2014a). Orders Help Consolidate China’s Shipbuilding Industry. January 2014
Lloyd’ s List (2014b). Greece Grows its Owned Share of the Global LNG Fleet, May 2014. Available
at: http://www.lloydslist.com/ll/sector/tankers/article442275.ece

73

Lloyd’s List (2014c). Chinese banks seal $2.6bn funding for top Greek owners. June 2014
Lloyd’s Register (2012). New Construction in China, August 2012
Maritime Briefing (2013). Private equity investments in ships and shipping companies, February 2013
Mickeviciene R. (2011). Global Shipbuilding Competition: Trends and Challenges for Europe. The
Economic Geography of Globalization, Prof. Piotr Pachura (Ed.), ISBN: 978-953-307-502-0, InTech
Mpertzeletou M. (2013a). The Contribution of Greece in World Economy. p.22, Naytika Chronika
No161, June/July 2013
Mpertzeletou M. (2013b). The Course of The Greek Shipping Investment. p.34, Naytika Chronika
No165, December 2013
Naytika Chronika (2014). The Orders of the Greek Shipowners. pp.14, March 2014
NBSO Qingdao (2011). China: "Shipping and Shipbuilding Industry in China". Embassy of the
Kingdom of the Netherlands in Beijing, Consulate General in Shanghai, Guangzhou & Hong Kong,
NBSO in Nanjing, Wuhan, Tianjin, Qingdao, Dalian & Jinan and NABSO Kunming, 20 October 2011
Oates K. (2012). China and Ship Finance: The Degree of Difficulty Increases. 14th Annual Greek
Ship Finance Forum, October 2012. Marine Money Asia
OECD Council Working Party on Shipbuilding (WP6) (2007). Factors affecting the structure of the
world shipbuilding industry, November 2007
Pallis A. (2007a). Chapter 1: The Greek Paradigm of Maritime Transport: A View from Within.
Maritime Transport: The Greek Paradigm. Pallis A. (Ed.) Research in Transportation Economics:
Vol.21 (p.1-21), Elsevier Ltd. 2007
Pallis A. (2007b). Chapter 11: Wither Port Strategy? Theory and Practice in Conflict. Maritime
Transport: The Greek Paradigm. Pallis A. (Ed.) Research in Transportation Economics: Vol.21
(p.343-382), Elsevier Ltd. 2007
Panopoulou V. (2010). Container Management at the Port of Piraeus. Concerns and Outlook.
Harokopio University, March 2010
Petrofin Bank Research (2013a). Greek Fleet Statistics, October 2013
Petrofin Bank Research (2013b). An overview of the Global Ship Finance industry, November 2013
Petrofin Bank Research (2014). Key Developments and Growth in Greek Ship Finance, April 2014
Pilarinou D. (2011). The Competitiveness of the Greek Ship Repair Zone: Comparative Analysis with
Korean, Chinese and Japanese Shipyards. University of Piraeus, November 2011
PIMCO (2012). Viewpoints. Global shipping: Any port in a storm?
Piraeus Port Authority SA (PPA SA) (2014). Annual Report 2013, March 2014
Posidonia News (2014). Greek Shipowners Lead Global Shipping Industry Recovery as Posidonia
Sails to Record Heights in 2014, February 2014

74

Qianzhan Business Information Co., Ltd (2014). China Ship Repair Industry Production and
Marketing Demand and Investment Forecast Report, 2013-2017. Industry Research Center Research
Team of Ship Repair Industry
Rujun Shen (2013). Money from China? Then "Made in China", Shipowners Told. Reuters, Singapore
May 2013. Available at: http://www.reuters.com/article/2013/05/28/china-shipping-financeidUSL3N0DU1YU20130528
Samiotis G., Vlachos G.P., Tselentis B.S. (2008). The Leading Role of Hellenic Merchant Shipping at
the Global and European Level. University of Piraeus
Seatrade Asia Week (2014). China EximBank Values Entire Ship Financing Loan Agreements at
$53bn. Singapore, April 2014
Sea Trade Global (2014). Ship demolition market slows in 2013. Available at:
http://www.seatrade-global.com/news/asia/ship-demolition-market-slows-in-2013.html
Ship-Technology.com (2013). The world's 10 biggest ports. October 2013. Available at:
http://www.ship-technology.com/features/feature-the-worlds-10-biggest-ports/
Sklias P., Roukanas Sp., Pitsikou V. (2012). China’s Economic Diplomacy: A Comparative Approach
to Sino-Greek and Sino-Turkish relations. International Journal of Business and Social Science. Vol.
3 No. 10 Special Issue on Social Science Research, May 2012
Stasinos Eu. (2010). The Role of P.R. of China In World Shipping. University of Piraeus, August 2010
Statista.com Available at: http://www.statista.com/statistics/263858/container-ship-fleets-size-bynationality-of-shipowners/
Stefanadis I. (2012). The Economical Development of China and its Contribution To The Recovery of
World Shipping Market. University of Piraeus, 2012
Stopford M. (2010). Maritime Economics. Routledge, 2009
Stopford M. (2012). World Shipbuilding 2012. Advance press conference SMM 2012, May 2012
Sweeney P. (2014). Deadbeat Chinese Shipyards Stick Banks With Default Bill. Reuters Shanghai,
April 2014 Available at: http://gcaptain.com/deadbeat-chinese-shipyards-stick-banks-with-default-bill/
Syriopoulos Th. (2007). Chapter 6: Financing Greek Shipping: Modern Instruments, Methods and
Markets. Maritime Transport: The Greek Paradigm. Pallis A. (Ed.)
Research in Transportation Economics: Vol.21 (p.171-219), Elsevier Ltd. 2007
Thanopoulou H. (2007). Chapter 2: A Fleet for the 21st Century: Modern Greek Shipping. Maritime
Transport: The Greek Paradigm. Pallis A. (Ed.) Research in Transportation Economics: Vol.21 (p.2361), Elsevier Ltd. 2007
Theotokas I. (2007). Chapter 3: On Top of World Shipping: Greek Shipping Companies’ Organization
and Management. Maritime Transport: The Greek Paradigm. Pallis A. (Ed.) Research in
Transportation Economics: Vol.21 (p.63-93), Elsevier Ltd. 2007
The Boston Consulting Group (2013). Impact Assessment of the Shipping Cluster on the Greek
Economy & Society, May 2013

75

The Shipbuilders’ Association of Japan (2014). Shipbuilding Statistics, March 2014
Tradingeconimics.com Available at: http://www.tradingeconomics.com/
Tuck Ch. (2013). Mineral Commodity Summaries: Iron Ore. Annual Publications. U.S. Geological
Survey, 2013 Available at: http://minerals.usgs.gov/minerals/pubs/commodity/iron_ore/
UNCTAD (2011). Chapter 6: Developing Countries’ Participation in Maritime Businesses. Review of
Maritime Transport 2011
UNCTAD (2013a). Chapter 1: Developments in International Seaborne Trade. Review of Maritime
Transport 2013
UNCTAD (2013b). Chapter 2: Structure, Ownership and Registration of the World Fleet. Review of
Maritime Transport 2013
UNCTAD (2013c). Chapter 3: Freight Rates and Maritime Transport Costs. Review of Maritime
Transport 2013
UNCTAD (2013d). Chapter 4: Port Developments. Review of Maritime Transport 2013
Union of Greek Shipowners (2013). Annual Report 2012-2013
United Nations (2012). The Global Partnership for Development: Making Rhetoric a Reality. MDG
Gap Task Force Report 2012
World Shipping Council (2014). Available at: http://www.worldshipping.org/
World Trade Organisation (2014). Statistics: China. Available at:
http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=CN
Xinhua (2013a). S.Korea Asks Greece to Deepen Cooperation in Shipping, Shipbuilding, December
2013. Available at: http://www.china.org.cn/world/Off_the_Wire/2013-12/03/content_30784533.htm
Xinhua (2013b). COSCO to Invest Additional $309m at Greek Port, November 2013. Available at:
http://www.chinadaily.com.cn/business/2013-11/13/content_17101020.htm
Yang Mu, Zhu Jinjing (2011). China’s Shipbuilding Industry: An Update. EAI Background Brief No.
592, January 2011
Zou Xiaoli (2014). The Futures of Greece and China Lie in the Sea. Kathimerini Newspaper, June
2014. Available at:
http://www.ekathimerini.com/4dcgi/_w_articles_wsite3_1_10/06/2014_540460

76

Appendix I (Questionnaire)
Welcome!
This questionnaire is part of a survey conducted for a final year research paper for a MSc in International Transport &
Logistics award by World Maritime University in collaboration with Shanghai Maritime University. The title of the paper
is “The Sino-Hellenic relations in shipping industry, with focus on the shipbuilding cooperation”.
The purpose of this questionnaire is to gather data about today’ s status of the cooperation of Greek owners and
Chinese shipyards, perceived by the Chinese and Greek point of view.
Usability: The questionnaire consist of 21 questions. Questions 1 to 18 are multiple choice type of questions, which
can be answered fast with just a “click” on the box, or by selecting the appropriate number from the list. The questions
19 to 21 require short answers. After answering the questions please Save the changes and Send the questionnaire
to email address.
Confidentiality: Any responses/data collected with the help of this questionnaire will be kept strictly confidential and
will only be used in connection with the above mentioned research paper. Anonymity is assured.
Thank you for completing this questionnaire.
Irini Zissimopoulou
1) Nationality:

Chinese

Greek

2) Sector:

Shipping Company

Brokerage Firm

Shipyard

3) Grade the factors below by importance to the choice of shipyard for newbuilding orders:
(the scale is from 1 to 4, with 1 being the most important factor)
--- Production Cost --- Quality of workmanship

--- Compliance with schedule

---Convenient Location

4) How would you grade the productivity of Chinese shipyards:
Low

Average

High

Other/High heterogeneity between yards

5) In your opinion, on which of the following factors have the Chinese shipyards to invest more to further
increase productivity: (multiple answers allowed)
Technology

R&D

Organizational restructuring

Education/Training

Supply Chain Management

Employee commitment
Permanent skilled staff

6) Rank the factors below by their degree of contribution to the competitive advantage of Chinese yards:
(the scale is from 1 to 7, with 1 being the most important factor)
--- Quality

--- Price

--- Flexibility

--- Available berths

--- Experience

--- Available Financing --- Reliability
7) Which one from the two below factors increases the difficulty of cooperation of Chinese yards with Greek
Owners:
Language barrier

Culture of doing business

8) Usually at what level of the Chinese shipyard is English speaking personnel encountered:
Not at all

Only management

Management and engineers

1

At all levels

9) Up to which level does the difference of business culture affect the cooperation:
Common business culture

Not at all

A little

Very

10) At which stage of the cooperation do the most frictions appear:
Agreement on price & terms of the shipbuilding contract
Implementation of the shipbuilding contract and specifications
During the construction of the vessel (Technical issues)
11) Up to what extent do the Greek site offices intervene during the construction:
Not at all

Seldom

Often

All the time

12) Usually the relations between Greek site offices and Chinese yards are:
Smooth and positive

Often with some frictions

Intense

13) The quality of workmanship in Chinese shipyards is:
Low

Average

High

14) The Quality-Price relationship is:
Low

Average

Good

Excellent

15) The initially agreed price is followed up to the end:
Not at all

Often renegotiated

Seldom renegotiated

Full compliance

16) After the delivery, Chinese shipyards are showing willingness/provide initiatives in order to repeat the
cooperation in the future:
Never

Seldom

Often

Always

17) How would you assess the response to and dealing with Guarantee Claims by the Chinese shipyards:
Not at all satisfying

Partly satisfying

Satisfying

Very satisfying

18) In your opinion, up to what extent does the presence of financial support by Chinese banks attract new
clients to Chinese shipyards:
To a limited extent

To a significant extent

To the fullest extent

19) Which are the main advantages of Chinese shipyards compared to competitors?
............................................
20) Which are the main disadvantages of Chinese shipyards compared to competitors?
..............................................
21) Any suggestions for the improvement of the sino-hellenic cooperation in the shipbuilding industry in the
future?
...............................................
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Appendix II (Analysis of survey results)
Greek respondents Data Analysis
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Chinese respondents Data Analysis
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