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Abstract

After World War II, Japan implemented a comprehensive shipbuilding policy
that supported demand and supply. On the demand side, the government aided
the shipping industry through the Programmed Shipbuilding Scheme
(Keikaku Zosen). On the supply side, it amended the Shipbuilding Act and
replaced the notification system for establishing new shipbuilding facilities
with a permit system to prevent overcapacity. In 1956, Japan surpassed the
United Kingdom to become the world’s largest shipbuilder, and this
framework of shipbuilding policy long supported Japan’s shipbuilding
industry. However, the Programmed Shipbuilding Scheme (Keikaku Zosen)
was abolished after the 1990s, and South Korea and China rose to prominence.
Recently, Japan has faced fierce international competition in terms of
construction costs, technology, and research and development. Current trends
in Japan include the enactment of the Act on Strengthening Maritime
Industries in 2021, which established a national support system to enhance the
competitiveness of the shipbuilding industry, as well as a reevaluation of the
shipbuilding industry’s significance from an economic security perspective.
This paper provides an overview of the state of the shipbuilding industry in
Japan, examines the changes and issues in shipbuilding policies, and reviews
the trends in other countries.

Introduction

Over 99% of Japan’s trade volume, which is surrounded by sea on all sides, comprises
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maritime transport,' !’ making its role vital. Therefore, the shipbuilding industry,
responsible for building the ships that support maritime transportation, is critical to Japan’s
economic and social development.(?) After World War II, Japan developed an active
shipbuilding policy, became the world’s largest shipbuilder during the period of high
economic growth, and maintained that position for a considerable period afterward.
However, with the rise of South Korea and China, Japan has been exposed to intense
international competition in recent years, making it the third-largest shipbuilder
worldwide.® Thus, Japan has recently made efforts to strengthen its shipbuilding industry
through the Act on Strengthening Maritime Industries.®

In this paper, Chapters I and II summarize the situation regarding Japan’s shipbuilding
industry, and Chapter III reviews the changes in shipbuilding policy thus far. Chapter IV
provides an overview of the trends in China, South Korea, and Europe, and Chapter V

examines the challenges facing Japan’s shipbuilding policy.

[ Shipbuilding Industry and Ships

1 Overview of the Shipbuilding Industry

The shipbuilding industry in Japan forms a maritime cluster with directly or indirectly
related industries such as shipping, marine equipment manufacturing, and port
transportation’>) and occupies a key role in the maritime cluster.(®) The shipbuilding
industry takes orders from shipowners to construct the vessels used in the shipping industry
and procures the required materials and equipment, such as marine engines, from the
marine equipment industry.

In building a ship, when a shipowner places an order with the shipyard, the process
entails designing, building, launching, and rigging the vessel, followed by test runs and
subsequent completion.” In modern times, the block construction method—where the hull

*The last date of access with regard to the internet information in this paper is April 30, 2024.

O EHLZ@EmER MMEELA—F  2024] 2024, p.31 (Maritime Affairs Bureau, Ministry of
Land, Infrastructure, Transport and Tourism, Maritime Report 2024, 2024, p.31).

@ TR O EESEEG ) Ol E 1420848 Y =7 %A [ (“Strengthening the international
competitiveness of the shipbuilding industry.” Ministry of Land, Infrastructure, Transport and
Tourism Website)

@) ibid.

@ Act to Partially Amend Marine Transportation Act and Others to Strengthen the Infrastructure of
Maritime Industry (Act No.43 of 2021).

) THHEEMEF ] HAMEWS Y = 7% A & (“Glossary of Terms.” Japan Shipowners’
Association Website)

© jbid.; AAWEFILH SR [ HAROEE SHIPPING NOW 2024-2025 | 2024, p.18 (Japan
Maritime Public Relations Center, ed., Japan Maritime SHIPPING NOW 2024-2025, 2024,
p.18).

D TQU: MiZ o< B T LEDE I LTTEL?) BAMEREZY =71 & (“QlL:
Shipbuilding: How can a ship be built?” Japan Shipowners’ Association Website)



https://www.mlit.go.jp/maritime/content/001753372.pdf
https://www.mlit.go.jp/maritime/maritime_tk5_000014.html
https://www.jsanet.or.jp/glossary/wording_txt_ka.html
https://www.kaijipr.or.jp/assets/pdf/shipping_now/allpage2024.pdf
https://www.jsanet.or.jp/qanda/text/q2_11.html
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is divided into several blocks and prefabricated, with all blocks assembled on the building
berths—is primarily used.®® As part of the construction process, materials are ordered,
components are built, and the blocks are built and assembled on building berths or in
docks'®. The rigging process involves the installation of the engines and instruments
required for navigation, as well as the construction of cabins.(!?

Japan’s shipyards procure most of the necessary materials and equipment for
shipbuilding from domestic sources, which contributes significantly to regional job
creation and economic development. They also build and repair combatant ships and patrol
ships that support Japan’s maritime security, which is crucial from a security

perspective.(!)

2  Types of Ships

Ships are categorized broadly into merchant ships, fishing vessels, warships, and
special-purpose ships.('?) Merchant ships are intended to earn freight revenue by
transporting passengers or cargo and are categorized into passenger ships, combined
passenger-cargo ships, and cargo ships.!!¥ Cargo ships comprise various types, including
general cargo ships, container ships,'¥ tankers, and bulk!¥ carriers.('® When describing

the size of a ship, names based on the dimensions that can travel through the canal or strait

® ) Z T &< o025 BcHfin o B & AR AR BRFR O EMFER & fpEER %
fFi— %65 4 i FHRs AT A, 2020, pp.160-163 (KAWASAKI Toyohiko, Understanding
the Fundamentals and Construction of Ships Today: An Overview of Shipbuilding and the
Shipping Industry in the Decarbonization Era, 4th Edition, Shuwa System, 2020, pp.160-163);
AT T35 2 B8 G : REBE VAT LAOBIREER B N T A4 7 0 7 VO
— | MEHOPERR S TR O T BALPERE DB ) — % OER &5t 4 - s —] Ixr Y
7 E &, 2008, pp.61-62 (ASO Jun, “Shipbuilding: Relocation and Transformation of Mass
Construction Systems: Formation of the Yellow Sea Rim Triangle,” SHIOJI Hiromi, ed.,
Competitiveness of the East Asian Industries: Factors, Competition, and the Labor Division
Structure, Minerva Shobo, 2008, pp.61-62).

O TELMRDIELETHM JRORDHIFE MOTELET] AARBRERBEY =74
4 I “The Small Encyclopedia of Sea and Ships: Ships - Construction of Ships.” Japan Maritime
Public Relations Center Website

19 jbid.

D TIEMRE O E B G/ O 5k | Aii$87E(2) (“Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2))

(2 b B 20 - B AS T THRARZNGR D ABC 11 5ThRJ Al a3 )E, 2022, p.3 (IKEDA Muneo,
TAKASHIMA Kyoko, ABCs of Ship Knowledge, 11th Edition, Seizando Shoten, 2022, p.3).

U3 ibid., p.4.

(4 When numerically expressing the size of container ships, the unit TEU (Twenty-foot Equivalent
Units), which represents how many 20-foot containers can be loaded, is used. ibid., pp.25-27.

(15 Refers to ships designed to transport bulk cargo, such as iron ore, coal, bauxite, aluminum ingots,
lumber, chips, grain, and salt, in their holds. VAL [E Y = 7L Tho D & MEEDIT 72
L #ral B4l 2 5ThR] Bkl )5, 2022, p.40 (TAKUMI Hiroshi, Visually Understanding
Ships and Marine Transportation, A New Revised 2nd Edition, Seizando Shoten, 2022, p.40).

10w - HIE AT EE2), pp.17-97 (IKEDA, TAKASHIMA, op.cit.(12), pp.17-97); ibid.,
pp.31-47.



https://www.kaijipr.or.jp/mamejiten/fune/fune_12.html
https://www.mlit.go.jp/maritime/maritime_tk5_000014.html
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that it operates in may be used. For example, container ships can be referred to as Panamax
(the largest possible ship that can pass through the Panama Canal), Suezmax (the largest
possible ship that can pass through the Suez Canal), and Malaccamax (the largest possible
ship that can pass through the Straits of Malacca).(!”

Fishing ships are vessels engaged in fishing and those related to fisheries, including
those engaged in catching fish and transport vessels.('® Warships include combatant ships,
while special-purpose ships include crane ships, cable-laying ships, oil-drilling ships, and
other types of workboats, research boats, patrol ships, training boats, and pleasure boats.(!”

IT Status of Shipbuilding Industry

1 Situation in Japan

(1) Shipment Value, Number of Establishments, Number of Employees

Figure 1. Trends in Manufactured Goods Shipment Value and

Number of Establishments in Recent Years
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(Sources) Created by the author based on the annual Economic Census for
Business Activity (Activity Survey).

Figure 1 shows the recent trends in shipment value for manufactured goods and the

number of establishments in the “Shipbuilding and repair industry, marine machinery

(7 The term Panamax is also used for general cargo ships and bulk carriers: there are categories
such as Capesize (which are larger than Panamax) and Handysize (which are smaller than
Panamax,) mainly for bulk carriers. #iFH - Hills [F] F, pp.21,27 (IKEDA, TAKASHIMA, ibid.,
pp.21, 27).

U8) jbid., p.63.

9 $riE  BiHBTE(1S), pp.25-26 (TAKUMI, op.cit.(15), pp.25-26).
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manufacturing industry” according to the Economic Census for Business Activity (Activity
Survey). The shipment value of manufactured goods in this industry was approximately
3,958.7 billion yen in 2012, which decreased to around 3,513.5 billion yen in 2016 and
3,001.2 billion yen in 2021.

Further, the number of establishments in the industry was 2,999 in 2012, falling to
2,889 in 2016 and 1,986 in 2021,2” and the number of employees in the industry also
declined from 79,442 in 2012 to 78,061 in 2016 and 66,057 in 2024.Y As discussed below
(V-1), Japan’s shipbuilding industry employs many international workers through the
Technical Intern Training Program and the Specified Skilled Worker Program.*?

(2) Steel Hull Ship Construction

Figure 2. Trends in Steel Hull Ship Construction (1950-2023)

(Ships) (1000 G/T)
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* Until 1969: Reckoning by fiscal year. From 1970: by calendar year.

* Okinawa was not included until 1972.

(Sources) Created by the author based on [5EfEHFNEZAMRE 55 1 &) HIERE g,
1991, p.440. (The Complete Showa National Survey, Vol.1, Toyo Keizai Shimpo,
1991,p.440)and [ HARWIFFHRE 2% FR) A ARG, 2006,p.431
(Historical Statistics of Japan, Vol.2 New Edition, Nihon Tokei Kyokai, 2006, p.431).

QO HRESE - RRWTEESEE T 1R 1. PERERIREIR (PEREMEEND | (50 3 Rt v
B A TR B AL PE SE AL R 3) 2022.12.26. e-Stat 7 = 7 ¥+ K (Ministry of Internal Affairs
and Communications, “Ministry of Economy, Trade and Industry (Table 1. Industry Statistics
Table (Detailed Breakdown by Industry),” (2021 Economic Census for Business Activity Survey,
Industry Results Table) 2022.12.26. e-Stat Website)

@Y jbid.

@) KA JEIE DEMZE & SMEABRE FEE A D BRIC O W TO—BLZ—FIRIRATBT OE
¥ELFEF L LT—) T8I X ) FRPMHEALE] 34 &, 2022, pp.55-70 (OHKUBO
Motomasa, “Discussing the Relationship Between the Shipbuilding Industry and International
Technical Intern Trainees: The Case of the Shipbuilding Industry in Imabari City, Ehime,” Bulletin
of St. Catherine University, No.34, 2022, pp.55-70).



https://www.e-stat.go.jp/stat-search/files?page=1&layout=datalist&toukei=00200553&tstat=000001145590&cycle=0&tclass1=000001145649&tclass2=000001145668&tclass3=000001169888&tclass4val=0

6 Research and Legislative Reference Bureau
National Diet Library, Japan

Figure 2 illustrates the transitions in steel hull ship construction from 1950 to the
present. Japan’s steel shipbuilding output was 139 ships in 1950 and rose significantly to
2,390 by 1969.*Y However, it has since been on a long-term downward trend, falling to
473 ships in 2003.% It subsequently recovered slightly, reaching 662 ships in 2009, but
afterward fell to 421 ships® by 2023.29

Meanwhile, examining gross tonnage (G/T),(?’) the total tonnage in 1950 was
approximately 361,000 G/T, which rose to 16,782,000 G/T in 1974 but declined to below
4,000,000 G/T by 1988 due to the prolonged shipbuilding recession (discussed later in
Section I1I-2) that lasted from around 1974 to 1989. Subsequently, gross tonnage increased
again, driven by the trend toward larger vessels,?® reaching approximately 19,626,000 G/T
in 2010. Nevertheless, it has generally declined ever since, despite minor fluctuations,
falling to approximately 9,857,000 G/T in 2023.

2 Global Situation

(1) Development of Japan

Shipbuilding once flourished in countries such as the United Kingdom, Germany, and
Sweden.* However, Japan’s shipbuilding industry developed rapidly during the period of
high economic growth, which allowed it in 1956 to become the world leader in terms of
the number of new ships launched. The global share of major shipbuilders in the same year
were as follows: Japan, 26.2%; the United Kingdom, 20.7%; Germany, 15.0%; and Sweden

@) [oefsiEmEZRE 51 5] BEREHT L, 1991, p.440 (The Complete Showa National
Survey, Vol.1, Toyo Keizai Shimpo, 1991, p.440).

) TEAREHMEHEE HF2H Hill BARKFHHS, 2006, p.431 (Historical Statistics of
Japan, Vol.2, New Edition, Nihon Tokei Kyokai, 2006, p.431).

25 ibid.

@O Ibid.;  THifs L w A TEMOHER | [EAIEHEHEIAA] 20243, e-Stat 7 =7 %A I
(“Trends in Steel Hull Ship Construction Works,” Survey on Shipbuilding and Engineering,
2024.3. e-Stat Website)

(27 Tonnage, which indicates ship size, includes Gross Ton (G/T), and Deadweight Ton (D/W). Gross
tonnage is calculated by multiplying the total volume of the ship by a coefficient and represents
the total volume of the ship, while deadweight tonnage indicates the weight of the cargo the ship
cancarry ( [Q9 : fRORE S . B L E? ) BAMEWS Y =7 A & (“Q9 Ship Size:
What is tonnage?” Japan Shipowners’ Association Website))

28 Owing to increases in ship size, the number of ships and gross tonnage are not necessarily
correlated, and gross tonnage may rise even without a significant change in the number of ships.

HARWELRBESH BB TEG), p.30 (Japan Maritime Public Relations Association,
op.cit.(6), p.30).

@) BAM/NGEAR TS « ARSI ZE R TERINIC 1T 2 IEH03E - il L% O
2558 L B EBUR O EHA ] 2021.3, p.1 (Cooperative Association of Japan Shipbuilders &
Japan Ship Technology Research Association, “A Survey of the Transformation of Shipbuilding
and Shipbuilding Industries in Europe and Related Policy Changes,” 2021.3, p.1); #4 A8
TE(8), pp.58-60 (ASO, op.cit.(8), pp.58-60); TR DEM & O EEMZED ] [EM]
No.1, 1958.3, pp.20-21 (“Shipbuilding in the World and the Future of Japan’s Shipbuilding
Industry,” Zosen, No.1, 1958.3, pp.20-21).



https://www.e-stat.go.jp/stat-search/files?page=1&layout=datalist&toukei=00600300&kikan=00600&tstat=000001017194&cycle=1&tclass1=000001032132&result_page=1&tclass2val=0
https://www.jsanet.or.jp/qanda/text/q2_09.html
https://www.jsanet.or.jp/qanda/text/q2_09.html
https://www.jsanet.or.jp/qanda/text/q2_09.html
https://www.jstra.jp/PDF/7889577298163909a8105245f317b00ec7b8d7c1.pdf
https://www.jstra.jp/PDF/7889577298163909a8105245f317b00ec7b8d7c1.pdf
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7.3%. Japan’s share rose significantly from 15.6% in the previous year (1955). 9 Japan
maintained its top position for a considerable period from this point onward, a crucial
contributing factor being its ability to build a mass construction system for ships in a
situation where other shipbuilding countries could not keep pace with the rapid expansion
of the global market.C"

(2) Rise of South Korea and China

Figure 3. Trends in Share of Shipbuilding Volume
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(Source) Created by the author based on H ARTEM L34 [EARBIRE R 2024.9, p.1 (Shipbuilders’
Association of Japan, “Shipbuilding-Related Materials,” 2024.9, p. 1).

However, South Korea emerged on the scene in the 1990s and China in the 2000s,?

and Japan now ranks behind both®*® of them in terms of market share. Figure 3 represents
the share of shipbuilding volume since 2001, with Japan’s share declining from 37.9% in
2001 to 15.3% in 2023. While Korea’s share declined from 38.3% in 2001 to 28.2% in
2023, China’s rose sharply, from 5.8% in 2001 to 50.9% in 2023, seizing market share from
Japan, South Korea, and Europe.

GO &) (XA vy REESE H 8) XA VEL Rtk 1962, p.19 (Zosen (Diamond
Industry Complete Set, No.8), Diamond, Inc., 1962, p.19).

OO fGIES (52 % AR - wiE - PEDEMFEO IR RER &R RuIIZmE M8
ROFEZE - 3 & MR FE—FRrft iTRE R BB 0B k—] R¥HEEE, 2018, pp.19-21 (INIMA
Masayoshi, “Chapter 2: Development Process and Challenges to Shipbuilding Industries in Japan,
South Korea, and China,” ONISHI Katsuaki et al. eds., Modern Industries, Enterprises, and
Regional Economies: Pursuing Sustainable Development, Koyo Shobo, 2018, pp.19-21).

G TAER OB E R, — O FEIXEEEIC —93 45 [f2 A #R) 1993.11.25 (“Korea First
Place in Yearly Number of Newly Built Ships - 1993,” Mainichi Shimbun, 1993.11.25); 1-9 A
BIEMZLE - B - 2R/ TENMER T, FRH =7 36%]) [ A AESHRH]
2010.10.13. (“Jan-Sep New Shipbuilding Orders, Construction, Orders Remaining/China
Leading Globally. Shares in hand 36%,” The Japan Maritime Daily, 2010.10.13).

G THEMEOEREB R 1O Ai$8iE(2) (“Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2); /% HiEGIEGB1) (UIMA, op.cit.(31)); ibid.


https://sajn.or.jp/wp/wp-content/uploads/2024/09/%E9%80%A0%E8%88%B9%E9%96%A2%E4%BF%82%E8%B3%87%E6%96%992024%E5%B9%B49%E6%9C%88%E4%B8%80%E8%88%AC%E5%90%91%E3%81%91.pdf
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IIT Evolution of Japan’s Shipbuilding Policy

Japan’s shipbuilding industry, which was severely damaged during World War II,
developed under the government’s aggressive post-war shipbuilding policy. Nevertheless,
since 1990, due to the rise of South Korea and China, Japan’s share of the world
shipbuilding industry market has declined, leading to measures such as the Act on
Strengthening Maritime Industries being enacted in recent years. This chapter provides an
overview of the changes in Japan’s shipbuilding policy from the postwar period to the
present day.

1 Postwar Reconstruction and Development

(1) Programmed Shipbuilding Scheme (Keikaku Zosen)

The challenges that Japan’s shipping industry faced after World War II were an
absolute shortage of ships and a need to procure construction funds. The Programmed
Shipbuilding Scheme was implemented to address these issues. Under this scheme, the
government determined the numbers for ship construction and funding plans by type of
ship for each year and selected qualified shipowners from among those who wanted to build
to receive a considerable portion of the construction funds from fiscal funds. The fiscal
funds utilized included loans from the Reconstruction Finance Corporation, financing from
the US Aid Counterpart Fund, and loans from the Japan Development Bank.%

The Programmed Shipbuilding Scheme continued for a substantial period after the
war, producing 1,272 vessels totaling 42.38 million gross tons by the 43rd plan in fiscal
year 1987%; nonetheless, the term “Planned Shipbuilding Scheme” itself was abolished in
1990.6% The Scheme encountered many challenges, such as instances of bribery related to
allotment under the Scheme®®” and the failure to eliminate rent-seeking when selecting

qualified shipowners, as seen in shipbuilding scandals involving corruption among

OV PEAEM MR TIRFLEA L 25 2 & (Ekim) ] (AeEFEREE %208 8) HE
F=, 1973, p.422 (Society of Naval Architects of Japan, ed. Showa-Era Shipbuilding History, Vol
2 (Postwar Edition) (Meiji Centennial History Series, Volume 208), Harashobo, 1973, p.422).

G [AARSEKREFM 2] AL 1993, p.1169 (Cyclopedia of Japanese History, Volume
2, Heibonsha, 1993, p.1169).

(39 Tt has been noted that the term “programmed shipbuilding” was abolished in the context of the
OECDs liberalization agreement. Ffkak [Hk1% 50 42D Fe 3 ESMyTHEBCR & Bhin) ) [EF
FEFEMNFSTATER] 403 &+, 2000.1, p.8 (HARUNARI Makoto, “Japan’s Foreign Shipping Policies
and Trends in 50 Years Since the War,” Japan Maritime Research Institute, The Bulletin, No.403,
2000.1, p.8).

O7) FEAAK T2 B AR BORIERE O FUE—FHEERN 31T 2 B & B R — 5 A&k, 2022,
pp-137-138. (WAKABAYASHI Yu, Original Shape of the Postwar Japanese Policy Process:
Political Parties and the Bureaucracy in Planned Shipbuilding, Yoshida Publishing, 2022.
pp.137-138).
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government officials.®*® However, in the process of coordinating interests, the Ministry of
Transport (at the time) had formulated a strategy with a long-term perspective.*® Although
there are different opinions“? regarding the Programmed Shipbuilding Scheme, some hold

its effectiveness as a postwar industrial policy in high regard.!

(2) Enactment and Amendment of the Shipbuilding Act

Further, the Shipbuilding Act (Act No. 129 of 1950) was enacted in 1950 with
the goals of advancing shipbuilding technology and ensuring the smooth operation
of shipbuilding-related businesses.*? Initially, the new law provided for a
notification system for the establishment of new facilities and equipment related
to shipbuilding. Nevertheless, Japan’s expansion of shipbuilding capacity was
regarded as an issue when the Treaty of Peace was concluded between the Allied
powers and Japan. Accepting Japan’s assertion that it wished to resolve this issue
voluntarily,*® the law was amended in 1952 to make it a permit system.“* The
amendment also stated the following criteria for granting permits to establish new
facilities and equipment: (1) the number granted would not exceed the appropriate
shipbuilding capacity for the Japanese economy; (2) the operation of the
shipbuilding business would not cause competition detrimental to the sound
development of Japan’s shipbuilding industry; and (3) it would have a sound
technical and financial basis.(*>)

(38) Refers to activities where companies lobby government agencies to change laws and policies to
their own advantage, seeking to earn excess profits (rents) (“rent seeking”) [7 o & /L KEER ]
¥ ¥ s3> F L ¥ Lib) (Digital Daijisen, Japan Knowledge Lib).

G EAFFH THIE 2 & o 7o & L COBUN O&EI—8BE BN 31T 2 [EHEE iR
Ll OEEh - KEl—) (S RERFE] 48(5), 1997.3, pp.222-227 (HASHIMOTO Jurd,
“The Role of Government as a Coordinator with Strategy: Programmed Shipbuilding Scheme and
Activities & Role of the Ministry of Transport during the Postwar Reconstruction Period,”
Journal of Social Science, 48(5), 1997.3, pp.222-227).

GO BB [kt% B AROWEE & H—1950 R0 ERI—] AR AL, 1992, p.69
(NAKAGAWA Keiichird, Shipping and Shipbuilding in Postwar Japan: The Struggles of the
1950s, Nihon Keizai Hyoronsha, 1992, p.69).

@ HEA BIHTE39), p.200 (HASHIMOTO, op.cit.(39), p.200); Tomohei Chida and Peter N.
Davies, The Japanese shipping and shipbuilding industries: a history of their modern growth,
London: Athlone Press, 1990, pp.69-71, 89-91.

@) TyEfRYE VAR 129 5 (BFN 25.5.1.) IRGE&BEL Y = 7 %A (“Shipbuilding Act,” No.129.
(May 1, 1950) House of Representatives Website)

@) JEIA 50 47 5 fR AL E AR E R 452 1999, p.91 (Ministry of Transport 50-Year History
Editing & Compilation Office, “Ministry of Transport 50-Year History”, 1999, p.91).

@ TEMED —# A YOET DA AR 199 5 (BN 27.6.16.) | Rikli” =~ 7% A k
(“Act to Partially Amend the Shipbuilding Act,” No.199. (June 16, 1952) House of
Representatives Website) Notably, one reason for changing from the notification system to a
permit system was the fear that expanding shipbuilding capacity by promoting capital and
rationalization would lead to excessive competition. H A& =M BT (34), p.429
(Society of Naval Architects, op.cit.(34), p.429).

@) [EMED 2 KIE9 S IEH | [ (“Act to Partially Amend the Shipbuilding Act,” ibid.).



https://www.shugiin.go.jp/internet/itdb_housei.nsf/html/houritsu/00719500501129.htm
https://www.shugiin.go.jp/internet/itdb_housei.nsf/html/houritsu/01319520616199.htm
https://www.shugiin.go.jp/internet/itdb_housei.nsf/html/houritsu/01319520616199.htm
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(3) Advancement of Shipbuilding Technology

The Act for Establishment of the Ministry of Transport (Act No. 157 of 1949) and the
Council for Shipbuilding Technics Order (Cabinet Order No. 204 of 1949), both related to
shipbuilding technology, were enacted in 1949. The Council for Shipbuilding Technics was
established within the Ministry of Transport to investigate and deliberate on crucial matters
related to the advancement of shipbuilding technology and the ship inspection system and
advise the Minister of Transport on related matters.*® Further, in 1949, under the same
law, the Shipbuilding Laboratory was established as an agency affiliated with the Ministry
to conduct research and test on ships, marine engines, and marine equipment.” This was
reorganized into the Transportation Technical Research Institute in 1950“® and the Ship
Research Institute in 1963.4%

2 Shipbuilding Recession

Japan’s shipbuilding industry made significant progress after the war in light of the
government’s aggressive shipbuilding policy. However, it encountered two shipbuilding
recessions during the period from 1974 to around 1989. Shipbuilding recessions were
attributed to the excess vessel tonnage accumulated by shipping capital and the
overcapacity of shipbuilding facilities by the 1970s.0°°) To address the shipbuilding

@0 HAEM PSR Bif8TE(34), p.435. (Society of Naval Architects of Japan, ed., op.cit.(34),
p-435). The Council for Shipbuilding Technics was established as an affiliated body of the
Ministry of Transport under Article 38 of the Act for Establishment of the Ministry of Transport,
was merged into the Transportation Technics Council in 1970, and became the Council of
Transportation Policy combining with the Maritime Transport & Shipbuilding Rationalization
Council and the Harbor Council during the 2001 reorganization of the central government. f#H
Tk [OMILHEIE RO EBSHES ) [HRKRFERFBGRIE B - FEZERR] 29(1),
1996, p.134 (FUJITA Tamotsu, “International Competitiveness of Foreign Shipping Companies,”
1996, p.134; Chuo University Bulletin, Graduate School of Economics and Commerce Ed., 29(1),
1996, p.134); S HhEr i THE 4888 ot [H#EE] 77(12), 2000.12, p.12 (KIKUCHI
Michio, “Creation of the Ministry of Land, Infrastructure, Transport and Tourism,” Kowan, 77(12),
2000.12, p.12); TR 7 EHRICEE O HETEBEARAT BOEME O thiiiZ DV T 1 [ 5208
4] [Ocean Newsletter] 11 75,2001.1.20. F#JI1S-Fff[H 7 = 7% A K~ (“Explanation on the
Reorganization of Marine-related Administrative Organizations Following the 2001
Restructuring of the Central Government: Ministry of Land, Infrastructure, Transport and
Tourism,” Ocean Newsletter, No.11, 2001.1.20. The Sasakawa Peace Foundation Website)

(47) The Shipbuilding Laboratory was established according to Articles 29 and 31 of the then-
Ministry of Transport’s Establishment Act.

@8 ARG Bif8TE(34), p.439 (Society of Naval Architects of Japan, ed., op.cit.(34),
p-439).

49 The institute has since been reorganized into the National Maritime Research Institute under the
National Research and Development Agency for Maritime, Port and Aviation Technology.  [4#£
- 0] [ENCHFSERSETE AR L - YETE - WIAE BT ST L Bl e SRR D = 7
A b (“Overview & History.” National Maritime Research Institute, National Maritime Research
Institute Website)

GO JBRAE T T A It & B0 HITRECR | [HER KPR #R it J30(4), 1991.3, pp.43-48 (ASO



https://www.spf.org/opri/newsletter/11_4.html
https://www.spf.org/opri/newsletter/11_4.html
https://www.nmri.go.jp/about/history.html
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recession, the government used temporary legislation to promote a cut in production
facilities, leading to large-scale disposal of facilities and personnel reductions, substantially
reducing the management resources of individual companies.!

Although the government holds permission authority for shipbuilders to build new
facilities and equipment under the Shipbuilding Act, this temporary legislation was
required because of the need to codify that joint actions by the shipbuilding industry to
reduce equipment would be exempt from the Antimonopoly Act. The Ministry of Transport
(at the time) had to reduce the facilities and bear the burden and responsibility of the
reduction and withdrawal of small and medium-sized shipbuilder companies, and financial

policy measures were necessary to enable this.5?

(1) First Shipbuilding Recession

During the first shipbuilding recession, which was triggered by the 1973 oil crisis,
measures were taken under the Act on Temporary Measures for Stabilization of Specified
Depressed Industries (Act No. 44 of 1978). This law was enacted as temporary legislation
against the background of rising crude oil prices and long-term sluggish demand that
accompanied the transition to a period of stable growth. Of the manufacturing industries
targeted, of which shipbuilding was one, if most of the entities engaged in that industry
submitted a request, the relevant industry could be designated as a specified depressed
industry by Cabinet Order. The relevant Minister could then establish a stabilization plan
for each specified depressed industry, and the businesses of that industry would engage in
joint actions, such as the disposal of facilities or a prohibition on constructing new facilities
in accordance with that plan. Such joint actions taken by businesses pursuant to these
instructions were exempt from the Antimonopoly Act, and the credit fund for the specified
depressed industry, with financing by the Japan Development Bank and others, provided
debt guarantees for the borrowing necessary to fund the disposal of facilities and other
measures in the specified depressed industry.® During the first shipbuilding recession, the
shipbuilding industry (limited to those using building berths or docks that could produce
vessels of 5,000 gross tons or more) was designated as a specified depressed industry under
this Act, and excess production facilities were disposed of systematically. As small and

Jun, “Shipbuilding Recession and Policies to Cut Facilities,” The Journal of Economic and
Business Studies of Ryukoku University, 30(4), 1991.3, pp.43-48).

D Notably, facilities have been reduced to approximately half of the pre-recession level, and
personnel are around one-third of what they were before. [E 22044 [H A5 @AE Ak
13 4EEE] 2001, p.249 (Ministry of Land, Infrastructure, Transport and Tourism, White Paper on
Land, Infrastructure, Transport and Tourism, 2001 Edition, 2001, p.249).

G2 A BIHBTE(S0), pp.45-46 (ASO, op.cit.(50), pp.45-46).

63 %5 84 [IE S REFE SR 10 5 BEF1534E3 A 2 H  p.285 (Proceedings of the 84th
Session of the House of Representatives, No.10, March 2, 1978, p.285); 55 84 [l [E& &K n
TEERERF ST WMS5343 A 15 H pp.27-31 (Proceedings of the 84th Session of
the House of Representatives, Committee on Commerce and Industry, No.8 March 15, 1978,
pp.27-31).
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medium-sized businesses with a high degree of specialization in shipbuilding found it
difficult to dispose of equipment independently, the Specified Shipbuilding Manufacturing
Industry Stabilization Association'**) (hereafter the “Stabilization Association™) was
established based on the Specified Shipbuilding Manufacturing Industry Stabilization
Association Act (Act No. 103 of 1978), which conducted the acquisition of shipbuilding
facilities and land at the request of businesses in the specified shipbuilding®® industry.>®
Additionally, the demand was stimulated by promoting the replacement construction of
government vessels and accelerating the scrapping of aging ships. Furthermore, to address
short-term demand imbalances, the Minister of Transport made a recommendation to set
operational limits for 1979 and 1980 for businesses capable of building ships above a

certain size, making operational adjustments.*”

(2) Second Shipbuilding Recession

During the second shipbuilding recession, which was triggered by the sharp rise in the
yen due to the Plaza Accord of 1985 and the bankruptcy of major shipowners worldwide,
the Temporary Measures Law Concerning Operational Stabilization of Designated
Shipbuilding Enterprises (Act No. 25 of 1987) was enacted. This law enabled the Minister
of Transport to formulate basic guidelines for achieving operational stability in the
specified shipbuilding industry and designated shipbuilding operators to prepare
implementation plans to stabilize operations and seek certification from the Ministry of
Transport. Operators who had acquired approval for an implementation plan could receive
support, such as buyout of equipment and land by the Stabilization Association and debt
guarantees for borrowing funds for equipment disposal, according to the provisions in the

plan.®® During the second shipbuilding recession, groups conducting business worked

(39 The Association is a corporation established with financing from the government and non-
governmental entities, engaged in acquiring equipment and land for use in the shipbuilding
industry, as well as their management and transfer. In July 1989, it was renamed the Shipbuilding
Industry Infrastructure Improvement Business Association, and its tasks were expanded to include
granting subsidies and conducting research and studies related to the manufacture of ships and
marine equipment, contributing to the advancement of shipbuilding technology (advanced
shipbuilding technology). However, in March 2001, the work related to advanced shipbuilding
technology was taken over by the Corporation for Advanced Transport and Technology (what is
now the Japan Railway Construction, Transport and Technology Agency), and it was dissolved.

(3 The term “Specified Shipbuilding Industry” refers to that sector of the shipbuilding industry that
uses shipbuilding berths or docks capable of constructing vessels of 5,000 gross tons or more.

G0 45 85 [mIESRkliERmE R S 1 5 R 53 4£ 10 A 13 B pp.1-3, 31-36
(Proceedings of the 85th Diet, House of Representatives Transport Committee No.1 ~ October 13,
1978, pp.1-3, 31-36).

O ibid.; JEEEME EEAN LR IERER TEM AU R LS O S MECREEL (99 4 DM
J&2) | [Kaiun] 856 5, 1999.1, pp.125-126 (Shipbuilding Division, Marine Technology and
Safety Bureau, Ministry of Transport, “Shipbuilding - An Overview of Shipbuilding Policies After
Antirecession Measures (1999 Logistics Outlook),” Kaiun, No.856, 1999.1, pp.125-126).

G8 % 108 [RIEASREGGHEMZESHEESE 1| 5 B 62 4£ 3 A 25 H  pp.2-3, 38-40
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together jointly to implement measures such as the reduction of equipment, and following
its role during the first shipbuilding recession, the Stabilization Association took up the
acquisition of the equipment and land of shipyards being closed.*”

3 Rise of South Korea and China and the Failure of the OECD Shipbuilding
Agreement

(1) Rise of South Korea and China

After the shipbuilding recessions, the industry saw the emergence of South Korea in
the 1990s and China in the 2000s.¢°” While Japan was the largest global shipbuilder in
1991, it initially sought to curb global shipbuilding capacity by limiting its capacity growth
during a period of increasing demand. However, this did not restrain the expansion of
capacity in South Korea at the time. Therefore, in 1996, a process of deregulation was
implemented to increase the competitiveness and productivity of Japan’s shipbuilders. This
deregulation repealed the previous regulations related to the largest type of ship, which had
restricted the expansion of the number of docks and building berths, and regulations related
to equipment capacity and operational methods were also reviewed.'®') Regarding
regulations related to operational methods, parallel construction regulations—which
uniformly limited the number of ships that could be built in parallel on the same
equipment—were relaxed.(®?

(2) OECD Shipbuilding Agreement Deadlock

Meanwhile, the OECD’s Shipbuilding Committee began work on formulating an
agreement aimed at the elimination of government subsidies for the shipbuilding industry
and preventing unfair dumping related to ship transactions, leading to the drafting of the
Agreement Respecting Normal Competitive Conditions in the Commercial Shipbuilding
and Repair Industry in 1994.(® From the perspective of international cooperation, Japan
enacted the Act on Prevention of Predatory Pricing in Shipbuilding Contracts by Foreign

(Proceedings of the 108th Diet, House of Representatives Transport Committee No.1 ~ March 25,
1987, pp.2-3, 38-40); iEiai F EE A2 42 )miE MR [ | (Shipbuilding Division, Maritime
Technology and Safety Bureau, Ministry of Transport, ibid.).

9 JE#mE E bR 2 2R EMERE R L, p.126 (Shipbuilding Division, Maritime Technology
and Safety Bureau, Ministry of Transport, ibid., p.126).

©0 - TiERED E RSB G /1O 5L Aii$87E(2) “Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2).

OO FRATE 11990 AR OEMERFBOR | [REFERET] 503 + 4),1999.1, pp.426-433, 443-447
(ASO Jun, “Shipbuilding Equipment Policies in the 1990s,” The Doshisha Business Review, 50(3,
4), 1999.1, pp.426-433, 443-447).

©2) jbid.

(63) yE g A M L HN 22 2 R EMFR A48 7E(ST), p.127 (Shipbuilding Division, Maritime
Technology and Safety Bureau, op.cit.(57), p.127).
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Vessel Manufacturers (Act No. 71 of 1996),(%Y entering into the Agreement. However, the
Agreement did not enter into force because the US could not obtain congressional approval
and ratify it.°® Subsequently, negotiations on a new shipbuilding agreement were held in
Japan, Europe, South Korea, and China, which mainly concerned subsidy measures and
price discipline. Nonetheless, these were suspended due to disagreements between the
participating countries.(®®

4 Strengthening International Competitiveness

The shipbuilding policy of the 1990s advocated for international cooperation.
However, owing to the failure of the OECD’s efforts—as described in Section I1I-3—the

shipbuilding policy since the 2000s has been to strengthen international competitiveness.®”

(1) Shipbuilding Industry Competition Strategy Council

The Shipbuilding Industry Competition Strategy Council was established under the
Ministry of Land, Infrastructure, Transport and Tourism in 2002. In 2003, it formulated the
“Vision and Strategy for Japan’s Shipbuilding Industry”.(®®> The goal for 2010 was to
maintain a domestic production system with a gross tonnage of 10 million tons (1/3 of the
global market share) and establish technological capability to lead the world in maritime
shipbuilding.(®” The basic strategies included (1) improving the competitive environment,

4 This Act shall come into force on the date the Agreement takes effect for Japan (Article 1 of the
Supplementary Provisions).

63 Japan, Europe, South Korea, the United States, and Norway participated in the formulation of
this Agreement. [3+5 OECD] AR VEEFEHR 2005 FFhR] A AMEH S Y =7 A
(“3, 5 OECD,” Annual Report on Maritime Transport, 2005 Edition. Japan Shipowners’
Association Website)

©6) jbid.

7 In the 1990s, the “White Paper on Land, Infrastructure, Transport and Tourism” mentioned the
promotion of international cooperation as a subtitle, but it was no longer mentioned by the last
white paper in 2000. Subsequent white papers by the Ministry of Land, Infrastructure, Transport
and Tourism emphasized strengthening international competitiveness from the early 2000s to the
present. IEFA [1EfH A E AR 12 4EEER 2000, p.456 (Ministry of Transport, White Paper
on Land, Infrastructure, Transport and Tourism, 2000 Edition, 2000, p.456); (1) iEEDE
B N ik o 72O OWEA ) E LAZEE [E 0@ A AR 14 £ 2002 (“(1)
Efforts to strengthen the international competitiveness of the shipbuilding industry” Ministry of
Land, Infrastructure, Transport and Tourism, White Paper on Land, Infrastructure, Transport and
Tourism, 2002 Edition, 2002).

) 5 LAmE TE @ AE SRR 16 4Ehi] 2004, p.198 (Ministry of Land, Infrastructure,
Transport and Tourism, White Paper on Land, Infrastructure, Transport and Tourism, 2004
Edition, 2004, p.198).

©9) Specifically, against the backdrop of increasing interest in reducing total costs over the entire
lifetime of the product, the aim is to establish the technical capabilities to design and build the
highest LCV ocean-going ship (MVS-2010: Most Valuable Ship 2010) that will drastically
increase its life cycle value (LCV), including significant reductions in fuel consumption and air
pollutant emissions. EARFEEBF MGG [T EIEMEEO BT 9 o L HkIK—21 fitfd



https://www.jsanet.or.jp/report/nenpo/nenpo2005/text/nenpo2005_3_5.htm
https://www.mlit.go.jp/hakusyo/mlit/h14/H14/index.html
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(2) strengthening comprehensive competitiveness by pursuing “economies of scale,”
enhancing production technologies to reduce construction periods, human resource
development and skill transfer, (3) promoting new research and development (R&D)
approaches.("?

Of these, in the context of maintaining a domestic production system of 10 million
gross tons as a goal,’! production increased to 19.626 million G/T in 2010 and was
maintained above 10 million G/T until 2021. However, as of 2023, it has fallen to
approximately 9.857 million G/T. Conversely, Japan’s share of the global market has not
reached one-third; as mentioned above (Section II 2(2)), the share as of 2023 was 15.3%.

(2) New Shipbuilding Policy Study Group

In 2010, the Ministry of Land, Infrastructure, Transport and Tourism established the
New Shipbuilding Policy Study Group,”® comprising experts on shipbuilding; in 2011, the
Study Group announced the “Comprehensive New Shipbuilding Policy.” In addition to
industry restructuring and the development of new markets and fields such as large cruise
ships and ocean development-related vessels, the policy proposed measures to strengthen
competitiveness in winning orders through initiatives such as ship investment funds
financed by shipbuilding companies and the introduction of “CO; 30% Reduction Ships”
(fuel-efficient ships). (7*) Accordingly, support was provided for the development of
energy-saving technologies to achieve fuel efficiency in ships.’¥

The “Comprehensive New Shipbuilding Policy” also included Japan’s initiative to set

BT D HTbF v L P—]2003.6.20,p.10. [E @A Y =7 %A & (Shipbuilding
Industry Competition Strategy Council, “Vision and Strategy for Japan’s Shipbuilding Industry:
New Challenges in the 21st Century,” 2003.6.20, p.10. Ministry of Land, Infrastructure, Transport
and Tourism Website);

0 TIERRPESE DBk & & F D ~ TG0 PE S PRI a8 ) B Er~] 2003.6.25.
+REE Y = 7Y A~ (Summary of Competition Strategies in the Shipbuilding Industry
“Shipbuilding Industry Competition Strategy Council Final Report,” 2006.6.25. Ministry of Land,
Infrastructure, Transport and Tourism Website)

1) As for this objective, it was said that “for Japan’s shipbuilding industry to play a central role in
global maritime shipbuilding, (...) it is necessary to secure the production for about 10 million
gross tons and securing personnel,” and here, “the production system” refers to the capability to
produce and the actual state of production. IEfRPE 3 Bt Frik S 5% ATHETE(69), pp.9-10
(Shipbuilding Industry Competition Strategy Council, op.cit.(69), pp.9-10).

) EtAagwmE TE s wmAE Rk 23 £k 2011, pp.181-182 (Ministry of Land,
Infrastructure, Transport and Tourism, White Paper on Land, Infrastructure, Transport and
Tourism, 2011 Edition 2011, pp.181-182).

T G M BORRE = TREMZRFEMBER~ —MOERETH V1T 572D~
2011.7.6. (New Shipbuilding Policy Study Group, “Comprehensive New Shipbuilding Policy:
Staying a Global Shipbuilding Leader,” 2011.7.6.)(Appendix 1) Ministry of Land, Infrastructure,
Transport and Tourism; (Appendix 2) ibid.; (Appendix 3) ibid.; (Appendix 4) ibid.; (Press
Release) ibid.

T H/ L AmE TE @ AE PRk 24 4Ehi 2012, p.194 (Ministry of Land, Infrastructure,
Transport and Tourism, White Paper on Land, Infrastructure, Transport and Tourism, 2012
Edition, 2012, p.194).
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https://www.mlit.go.jp/kisha/kisha03/10/100625_.html
https://www.mlit.go.jp/common/001038567.pdf
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new standards for reducing CO, emissions from international shipping as a “Marine
Environment Initiative,” in which Japan led the deliberations of the International Maritime
Organization (IMO). The IMO agreed upon a framework for reducing CO, emissions by
amending existing treaties, and the Partial Amendment of the Act on Prevention of Marine
Pollution and Maritime Disaster (Act No. 89 of 2012) was enacted to make this revision a
domestic law, requiring ships subject to the amendment to calculate CO, emission control
indicators.(”>

(3) Maritime Productivity Revolution

The Ministry of Land, Infrastructure, Transport and Tourism designated 2016 as the
“first year of the productivity revolution,” selecting 20 projects to accelerate efforts to
support industrial productivity and support the development of new markets.”® Part of this
was promoting the “Maritime Productivity Revolution,” which included i-Shipping to
improve the productivity of shipbuilding and shipping by utilizing information and
communications technology (ICT), and j-Ocean to support the development of engineers
for marine development, technical support, and financial support..””) The Maritime
Productivity Revolution also promoted efforts toward the practical use of automated ships,
and the report by the Maritime Innovation Subcommittee under the Transport Policy

Council’s Maritime Affairs Committee (June 1, 2018)"® presented a roadmap that outlined

(75 The Energy Efficiency Design Index (EEDI) is an indicator of the amount of CO2 emitted from
ships when carrying one ton of cargo for one mile. [E 14284 T [EEEEED S D CO2 HEHIH]
D72 DKL IEITEE D o2 HEHMHIDBRAAIZ OV T 2012.9.6. (Ministry of Land,
Infrastructure, Transport and Tourism, “On the Commencement of CO2 emission regulations

following revisions of the Treaty to reduce CO2 emissions from international maritime transport,”
2012.9.6).
76 THEEMSM 7 0y =7 b 20) OEAIBKRIUZ OV T ([E H A28 A2 pEME A AR
(3 7 El=E) ZEFEE) 2018529 [H 14@E Y = 7% 4 & (“Implementation Status of
the “Productivity Revolution Project 20”,” (Ministry of Land, Infrastructure, Transport and
Tourism Head Office (7th Meeting) Reference Materials) 2018.5.29. Ministry of Land,
Infrastructure, Transport and Tourism Website)

00 EHLx@g TELZEAE k30 42k 2018, p.238 (Ministry of Land, Infrastructure,
Transport and Tourism, White Paper on Land, Infrastructure, Transport and Tourism, 2018
Edition” 2018, p.238); [E 1A&ci#E [E tazwA®E  SfocHFR] 2019, p.211 (Ministry of
Land, Infrastructure, Transport and Tourism, White Paper on Land, Infrastructure, Transport and
Tourism, 2019 Edition, 2019, p.211); KEEHT— B [ A e dody | [ViEF 0 22176 5+, 2018.3,
pp-2-8 (OTSUBO Shinichiro, “Maritime Productivity Revolution” Kaiji no Mado, No.76,2018.3,
pp.2-8).

78 ZBPORFE R EORRMF A ) N— g Ve TgESpE O A PEME St DIRILD
TeDIHEE ST N BHHICOWT~ VK 28 4E 6 H 3 HEH D7+ u—7 v 7~ # )
2018.6.1 [E 17228 AE Vv = 7% A ~ (Maritime Innovation Subcommittee of the Transport
Policy Council’s Maritime Affairs Committee, “Initiatives to Promote the Deepening of the
Maritime Industry Productivity Revolution: Follow-up to the Report Submitted on June 3, 2016-
Report,” 2018.6.1. Ministry of Land, Infrastructure, Transport and Tourism Website)
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the framework for technological development and a review of standards and systems.””

Furthermore, in 2017, the Marine Transportation Act (Act No. 187 of 1949) was
amended to establish the “Advanced Ship Introduction Plan Certification System.”®? This
system promotes the introduction of advanced ships, such as “IoT-using ships,” or ships
that employ the Internet of Things and Big Data, and “alternative fuel ships,” which support
alternative fuels such as liquefied natural gas (LNG). ®D If a ship operator or shipbuilder
applies to the Minister of Land, Infrastructure, Transport and Tourism for approval for the
introduction of an advanced ship, support may be provided through special measures for
administrative procedures, and it is possible to apply for subsidies for the development of
advanced ship technology.®?

5 Recent Trends

Japan’s shipbuilding policy has made progress in recent years, with the
enactment of the Act on Strengthening Maritime Industries based on the Maritime
Industry Future Vision Study Group and the report of the Maritime Innovation
Subcommittee under the Transport Policy Council’s Maritime Affairs Committee.
This section is an overview of recent developments in Japan’s shipbuilding policy.

(1)Maritime Industry Future Vision Study Group

The Maritime Industry Future Vision Study Group is a meeting of experts established
in 2019 in the Maritime Affairs Bureau under the Ministry of Land, Infrastructure,

(") This roadmap sets the goal of practical application by 2025 of “ships that support the crew, the
ultimate decisionmakers, through shore-based navigation and action proposals using Al, etc.”
(Phase I Autonomous Ships), and demonstration projects of core technologies implemented since
2018. [ EHENEMARO T~ 2 BEE ) E L4288 E Y = 7 %A b (“Initiatives for the
practical use of autonomous ships.” Ministry of Land, Infrastructure, Transport and Tourism
Website)

@0 [ AZmAE [EhRmEE ek 30 44k AT#813(77) (Ministry of Land, Infrastructure,
Transport and Tourism, White Paper on Land, Infrastructure, Transport and Tourism,
2018Edition, op.cit.(77).

@D TAEAERARE N H IERESIEICHOWT ) B AR WE Y = 7% A & (“Onthe Advanced
Ship Introduction Plan Certification System.” Ministry of Land, Infrastructure, Transport and
Tourism Website).

(82) At the time of introducing this system, the Basic Policy for Promoting Advanced Ship
Introduction Plans and a notification defining the scope of advanced ships were formulated. ibid.;
HAFEERE TR 2 B0 & < [EP A oo Bh i) S5—[E B AR oo Bl a), g4k 008 Kok e, E
X E S —) [Kanrin 81 5, 2018.11, p.3 (TAMURA Akihiro, “Domestic and International
Trends on Alternative Fuels: Trends in International Regulations, Overseas Adoption, Domestic
Support Measures, etc.,” Kanrin, No.81,2018.11, p.3); [ JetEARAAD st #PH % B 5 H |

(CFrk 29 FE 2w E SRS 886 5) [E LAZWE V= 7% 4 & (“Notification
Determining the Scope of Advanced Vessels.” (2017 Ministry of Land, Infrastructure, Transport
and Tourism Notification No.886) Ministry of Land, Infrastructure, Transport and Tourism
Website).
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Transport and Tourism, and after four meetings, it released a report in 2020.%3 This report
provided an overview of the state of the shipbuilding industry in Japan and overseas and
stated that the shipbuilding industry in Japan should work toward the following: (1)
promoting cooperation, collaboration, and integration among the shipbuilding and marine
equipment manufacturing industries; (2) changing the industrial structure in response to the
digital era; (3) promoting overseas expansion to strengthen the foundation of the
government’s shipbuilding sector; (4) strategic efforts to realize zero-emission ships®¥;
and (5) resolving issues in coastal shipping and promoting the development of new business
fields.

Regarding the promotion of corporate integration in the first point, in addition to the
establishment of joint ventures and the acquisition of companies in Japan and abroad to
strengthen the international competitiveness of the maritime industries, it states that
consideration must be given to the establishment of special purpose companies (SPCs) to
promote ship exports and the utilization of financing from the Development Bank of Japan
(DBJ) and the Japan Bank for International Cooperation (JBIC) to promote ship exports. It
also advocates the full utilization of measures under previous frameworks, such as tax
measures under the Industrial Competitiveness Enhancement Act (Act No. 98 of 2013),
and two-step loans®® by designated financial institutions based on this law.®* Additionally,
in the context of changing the industrial structure in response to the digital era, given the
emergence of large system integrator companies®” in Europe (described later in Section
IV-3), it advocates for the realization of a Japanese version of such systems.®®

The report also describes the efforts taken during the COVID-19 pandemic. Noting

&) [H b EvES R MR E RSP R R A E ] 2020.5 (Maritime Affairs Bureau,
Ministry of Land, Infrastructure, Transport and Tourism, “Maritime Industry Future Vision Study
Group Report,” 2020.5).

@4 Refers to ships that do not emit greenhouse gases during operation, such as hydrogen-fueled and
ammonia-fueled ships. HR=EZNFA A 2P L 22V 2021.3, BUNIAE#A T A >~
(“‘Ships that do not emit greenhouse gases,” 2021.3. Public Relations Office Government of Japan
Website)

®3 Two-step loans are included in the Business Foundation Strengthening Plan and the Specified
Ship Introduction Plan certification systems under the Act on Strengthening Maritime Industries
(Section II1 5(3)), with low-interest loans provided from designated financial institutions that have
received financing from the Japan Finance Corporation. [E 1 20@4 W HEF EEEFERILIE
W3S < U IR LS ERE R EE | 2024.4.1, p.3 (Maritime Affairs Bureau, Ministry of
Land, Infrastructure, Transport and Tourism (“The Approval System for Business Foundation
Strengthening Plans based on the Act on Strengthening Maritime Industries,” 2024.4.1, p.3); [F]

Y2 pE SR T IS < FREARMTE A GHIERESIEL | 2024.4.1,p.3 (ibid. “The Approval
System for Business Foundation Strengthening Plans based on the Act on Strengthening Maritime
Industries,” 2024.4.1, p.3).

(80 [ 2@ WA A8 T (83), pp.39-40 (Marine Affairs Bureau, Ministry of Land,
Infrastructure, Transport and Tourism, op.cit.(83), pp.39-40).

@7 With the increasing digitalization of ships, and as many devices are connected to the network,
these devices use software to function as an integrated system, and the entities building these
systems are called system integrators. ibid., p.40.

@) jbid., p.41.
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the critical role of maritime transportation in terms of Japan’s economic security by
delivering materials such as energy resources, it aims to maintain the industrial base of
Japan’s shipbuilding and marine equipment manufacturing industries through short-term
and medium-term measures. These include government-wide support measures and
financial backing coordinated with related agencies and systematic promotion of
government ship orders and implementing policies to promote the adoption of low-
environmental-impact ships.

(2) Report of the Maritime Innovation Subcommittee under the Transport Policy
Council’s Maritime Affairs Committee

Based on the report of the Maritime Industry Future Vision Study Group (III 5(1)), in
December 2020, the Maritime Innovation Subcommittee under the Transport Policy
Council’s Maritime Affairs Committee announced its report titled “Future of the
Shipbuilding Industry and Measures to Develop the Industry’s Foundation to Ensure Stable
International Maritime Transport”.(®”) This report was published during the falloff in
construction work at Japanese shipyards during the COVID-19 pandemic; it references the
Maritime Industry Future Vision Study Group report and outlines short-term and medium-
term measures for the shipbuilding industry.

Short-term measures include the following: (1) measures to stimulate demand for
construction and promote orders: using government-affiliated financial institutions and the
maritime tax system to promote the construction and export of government vessels,
strengthening the business activities of shipbuilding companies; (2) measures to strengthen
the foundation of the industry: promoting consolidation, integration, and cooperation
among companies, enhancing productivity, initiating dispute resolution procedures based
on the WTO agreements in response to the South Korean government’s support measures
for the shipbuilding industry, and measures to address the impact of the COVID-19
pandemic.

Medium-to-long-term measures include the following: efforts to develop technology
and R&D efforts, specifically zero-emission and autonomous ships; developing a Japanese
version of system integrators; efforts in the marine development field, such as floating
offshore wind-power generation; ensuring a fair competitive environment; securing and

cultivating human resources; and efforts toward securing early entry into the Ship

@) REBOREHESIEF DR EA /) N—v 3 S TRER 2 EEEE Fk % etk
12O DL B DIERIED B Y J5 M OMERRE O FAREEAE (171 72 TRIZHOWT  &H
2020.12.22 EH %@ E 7 =79 A b (Maritime Innovation Subcommittee of the Transport
Policy Council’s Maritime Affairs Committee, “Future of the Shipbuilding Industry and Measures
to Develop the Industry’s Foundation to Ensure Stable International Maritime Transport Report,”
2020.12.22. Ministry of Land, Infrastructure, Transport and Tourism Website)



https://www.mlit.go.jp/policy/shingikai/content/001381506.pdf
https://www.mlit.go.jp/policy/shingikai/content/001381506.pdf
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Recycling Convention.®”

As part of implementing a comprehensive policy package, this report also proposes
the establishment of a certification system under the Ministry of Land, Infrastructure,
Transport and Tourism for business restructuring and productivity improvement plans
submitted by shipbuilders and others, where approved projects will be eligible for measures
such as two-step loans, tax incentives, and technical development support. It also proposes
establishing a similar certification system under the Ministry of Land, Infrastructure,
Transport and Tourism for plans to introduce high-quality, safe, low-environmental-impact
ships manufactured by certified shipbuilders, with similar provisions of eligibility for two-

step loans and tax incentives.©V

(3) Act on Strengthening Maritime Industries

Based on the 2020 Report of the Maritime Innovation Subcommittee under the
Transport Policy Council’s Maritime Affairs Committee, the government submitted a bill
in 2021 leading to the enactment of the Act on Strengthening Maritime Industries. This Act
amended the Shipbuilding Act, etc., aiming to address the challenges related to shipping,
shipbuilding, and seafaring comprehensively, and these amendments were based on the
urgent need to strengthen Japan’s competitive foundation in the field of shipbuilding
through business restructuring and capital investment to enhance technical capabilities and
productivity.®® Therefore, the Purpose clause in Article 1 of the Shipbuilding Act was
completely revised. Moreover, new certification systems were established for Business

Foundation Strengthening Plans and Specified Ship Introduction Plans.

©0 The Hong Kong International Convention for the Safe and Environmentally Sound Recycling of
Ships 2009 entered into force on June 26, 2025. The Convention aims to ensure the safety and
health of the people engaged in the recycling and dismantling of ships and the preservation of the
living environment. In Japan, the Act on the Appropriate Implementation of Sound Recycling of
Ships (Act No.30 of 61) has been enacted as the law guaranteeing the same. [ > 7" « U A
I NWEDREATIZOWT ] [H LR #HE Y =7 %A b (“On the enforcement of the ship
recycling law.” Ministry of Land, Infrastructure, Transport and Tourism Website)

O ZZMBURE RS FE SRS EA /) X—3 9 U BTETE®R9), pp.14-27 (Maritime
Innovation Subcommittee of the Transport Policy Council’s Maritime Affairs Committee,
op.cit.(89), pp.14-27).

©2) In addition to the Shipbuilding Act, this law also amends the Marine Transportation Act (Act
No.187 of 1949), the Ship Safety Act (Act No.11 of 1933), the Coastal Shipping Business Act
(Act No.151 of 1952), the Mariners Act (Act No.100 of 1947), and the Mariners’ Employment
Security Act (Act No.130 of 1948). [VEFpEFE O FERL—E - S - B O DEO
PR — IRV RE i — Vi 55 PE 26 0 SRR AL D 72 & Dl LIERIES O —# 2 WIET 14
(B3 FEEER 43 5) 53521 Al 43 3 - 8 - 20 DI SEAT ) [HF k4]
2141 %,2022.3.15, pp.38-41 (“Strengthening the foundation of the marine industry: Addressing
issues in shipping, shipbuilding, and mariners’- Act to Partially Amend Marine Transportation
Act and Others to Strengthen the Infrastructure of Maritime Industry (Act No.43 of 2021)
Promulgated May 21, 2021; Enforced from August 20, 2021,” Toki no Horei, No.2141,2022.3.15,
pp.38-41).



https://www.mlit.go.jp/maritime/maritime_tk8_000047.html
https://www.mlit.go.jp/maritime/maritime_tk8_000047.html
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(1) Amendment to the Shipbuilding Act

The Purpose clause in the Shipbuilding Act (Article 1) had previously stated its
objectives as being the improvement of shipbuilding technology and the smooth operation
of shipbuilding-related businesses. However, an amendment was added, “promoting the
sound development of shipbuilding-related businesses, contributing to the improvement of
people’s livelihoods and the healthy development of the national economy,” to enhance
shipbuilding competitiveness.®>

The Shipbuilding Act, revised by the Act on Strengthening Maritime Industries, newly
stipulates the strengthening of business foundations in Articles 10 to 32, with Article 10
stating that the Minister of Land, Infrastructure, Transport and Tourism and the Minister
of Finance shall establish basic policies for the comprehensive and systematic promotion
of measures to strengthen business foundations. Accordingly, a Basic Policy on Promoting
the Strengthening of Business Foundations (2021 Notification No. 2 of the Ministry of
Finance and the Ministry of Land, Infrastructure, Transport and Tourism)(**) was
formulated in November 2021, setting out the significance and goals of promoting stronger
business foundations. Measures based on the findings of the Maritime Innovation
Subcommittee under the Transport Policy Council’s Maritime Affairs Committee were also
included as basic policies for the proposals the government needed to implement. The
policy outlines promoting the strengthening of business foundations through restructuring
and promoting productivity, which will increase the productivity of Japan’s shipbuilding
industry by 20% to reach the goal of building 18 million gross tons of shipping in 2025.9

(i1) Approval of Business Foundation Strengthening Plans

The Business Foundation Strengthening Plans stipulated in Article 11 of the Revised
Shipbuilding Act are plans for productivity improvement and business restructuring
prepared by shipbuilders and marine equipment operators. If approved by the Minister of
Land, Infrastructure, Transport and Tourism, these will qualify for two-step loans®® from

the Japan Finance Corporation, as well as special tax treatment.®®” Approval of Business

O3 ibid., p.44.

00 THZEAR L OMREIZ B4 5 AT #E (G 3 FEMEE - E L ASmE S~ 2 75) |
2021.11.20 E 12384 7 = 7% A b (“Basic Policy on Promoting the Strengthening of
Business Foundations,” (2021 Notification No.2 of the Ministry of Finance and the Ministry of
Land, Infrastructure, Transport and Tourism) 2021.11.20. Ministry of Land, Infrastructure,
Transport and Tourism Website)

(95) jbid., p.1. Additionally, Japan’s steel hull shipbuilding output in 2023 was approximately
9,857,000 G/T, as mentioned above (Section I1(2)).

6 Designated financial institutions that receive loans from the Japan Finance Corporation provide
long-term, low-interest loans to businesses. [E T alA SR [MEFREERILIEIZE S F
3 LR g AL 5 1 GRE il BE | Bl 48 1E(85) (Maritime Affairs Bureau, Ministry of Land,
Infrastructure, “Transport and Tourism :The Approval System for Business Foundation

Strengthening Plans based on the Act on Strengthening Maritime Industries,” op.cit.(85)).
O7 ibid.



https://www.mlit.go.jp/common/001419634.pdf
https://www.mlit.go.jp/common/001419642.pdf
https://www.mlit.go.jp/common/001419642.pdf
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Foundation Strengthening Plans began in September 2021, with 42 plans approved as of
April 2025.09

(ii1)Approval of Specified Ship Introduction Plans

Through the amendments to the Marine Transportation Act, the Act on Strengthening
Maritime Industries also establishes a certification system for Specified Ship Introduction
Plans in the maritime transport field.®” Specified Ship Introduction Plans are programs to
introduce vessels that meet specific criteria related to reducing environmental impact,
ensuring navigational safety and streamlining navigation and cargo handling (limited to
vessels manufactured by entities under the Business Foundation Strengthening Plans based
on the Shipbuilding Act: Specified ships). Each plan is prepared jointly by the ship
operators'® and the shipbuilder manufacturing the ship for the operator. If the Minister of
Land, Infrastructure, Transport and Tourism approves the plan, it qualifies for benefits,
including two-step loans'!°Y from the Japan Finance Corporation, tax incentives for ocean-
going vessels, and, in the case of domestic vessels, lower interest rates on funding through
the Joint Shipbuilding System('%?) of the Japan Railway Construction, Transport and
Technology Agency.!'”® As of March 31, 2025, 30 plans for 30 ocean-going vessels and

O TRREREIAR R LG E %) E LW E Y =7 %A K~ (“List of Approved Business
Foundation Strengthening Plans.” Ministry of Land, Infrastructure, Transport and Tourism
Website)

0 TEEDES ] BTH8TE(92), pp.42-43 (Toki no Horei, op.cit.(92) pp.42-43). For the introduction
of specified ships, similar to the strengthening of the foundations of shipbuilding businesses, basic
policies have been outlined by the Minister of Land, Infrastructure, Transport and Tourism and
the Minister of Finance. [ RFEMAADE A DIREEIZ BT 2 FEA S $1 (50 3 FMBA -
AW AEERE 1 55) ] 2021.11.20, [EHLA@HE Y = 7 A ~ (“Basic Policy on Promoting
the Introduction of Specified Ships,” (Notification No.l of the Ministry of Finance and the
Ministry of Land, Infrastructure, Transport and Tourism 2021) 2021.11.20. Ministry of Land,
Infrastructure, Transport and Tourism Website)

(100) «“Ship operators” includes ship operators, charterers, and their subsidiaries. [E 1321804
Jry T pE S s A E NS B D < Fp e 8 N GBI ERE ] BE | A48 1E(85), p.18 (Maritime
Affairs Bureau, Ministry of Land, Infrastructure, Transport and Tourism “The Approval System
for Introducing Specified Ships based on the Act on Strengthening Maritime Industries,”
op.cit.(85), p.18).

10 bid,

(102) Under the Joint Shipbuilding System, the Japan Railway Construction, Transport and
Technology Agency (JRTT) accepts applications from domestic shipping operators and orders the
construction of a vessel from a shipyard jointly with that operator. The completed ship is jointly
owned by the operator and the JRTT for a certain period of time (roughly the service life), with
shares determined by the cost-sharing ratio. [ G @ EFHEOWEE | SRiE R - Eifihi
P A JRTT) ¥ = 7% A b (“Overview of Joint Ship Construction.” Japan Railway
Construction, Transport and Technology Agency (JRTT) Website)

103 [F L@ [ R b2 LD  FrEARMLE A GHREEE L | AiHSTES),
(Maritime Affairs Bureau, Ministry of Land, Infrastructure, Transport and Tourism “The Approval
System for Introducing Specified Ships based on the Act on Strengthening Maritime Industries,”
op.cit.(85)).



https://www.mlit.go.jp/maritime/maritime_tk5_000069.html
https://www.mlit.go.jp/common/001419640.pdf
https://www.mlit.go.jp/common/001419640.pdf
https://www.mlit.go.jp/common/001419643.pdf
https://www.jrtt.go.jp/ship/outline/
https://www.mlit.go.jp/common/001419643.pdf
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48 plans for 50 domestic vessels had been approved.(!*

(iv)Summary

The Act on Strengthening Maritime Industries establishes supply-side support
measures for shipbuilding through the Business Foundation Strengthening Plans, and the
Specified Ship Introduction Plans addresses the demand side; measures on both sides aim
to create a virtuous cycle.('%) The law is also regarded as the culmination of current
maritime industry policy, and cooperation between the shipbuilding industry and the
shipping industry is expected.(!°®) Meanwhile, the report of the Maritime Innovation
Subcommittee under the Transport Policy Council’s Maritime Affairs Committee referred
to discussion on the public support measures of various countries from the perspective of
ensuring a level playing field. However, as subsidies are being provided in other countries,

this discussion is no longer effective.(1?”)

(4) Study Group for the Implementation of Changes in the Shipbuilding Industry

Recently, in May 2023, the Ministry of Land, Infrastructure, Transport and Tourism
established the Study Group for the Implementation of Changes in the Shipbuilding
Industry'® to set a vision and goals for the shipbuilding industry for 2030 and consider
measures for achieving these.!!®” The Study Group published its report on July 16, 2024.
This report outlines a vision for the shipbuilding industry by 2030, which involves the
following: (1) securing a presence in the global market by leading the world in next-

generation ships,!'% such as new fuel ships; (2) transforming it into an industry that creates

A0 TRy A8 A GH B O FBE R [E LW AE Y = 7% 4~ (“Status of Approval of
Specified Ship Introduction Plans.” Ministry of Land, Infrastructure, Transport and Tourism
Website)

(199 op.cit.(85).

100 FBPFr— BB i 3P L IE DO R & Z D FE 2 | [Ocean Newsletter] 511 5-,2021.11.20.
WIERIME Y = 7% 4 b (OTSUBO Shinichiro, “Enactment of the Act on Strengthening
Maritime Industries and Its Significance,” Ocean Newsletter, No.511, 2021.11.20. Sasakawa
Peace Foundation Website)

0I5 1 A WperE R B oy PR RBEZE ] 2024.12.20. AAMEF o Z— 0 =7 %A |k
(“Ist Research Committee on Maritime Industries Summary of Results,” 2024.12.20. Japan
Maritime Center Website)

U080 THMAPE R DB ERB OO OfEtes #WRAME ELZ@E v =74% 1
(“Summary of Findings from the Study Group for Implementing Changes in the Shipbuilding
Industry.” Ministry of Land, Infrastructure, Transport and Tourism Website)

(109 T ARAAPE SE DA S EBLO 12D Ot | B 1AW E 7 = 7% A b (“Study Group for the
Implementation of Changes in the Shipbuilding Industry.” Ministry of Land, Infrastructure,
Transport and Tourism Website)

(110) Specifically, it refers to ammonia, hydrogen, and methanol fuel ships, liquefied CO2 carriers,
liquefied hydrogen carriers, and autonomous ships. MMFFEFEOEFEEZB O - O OMRFTES T
MPEXEDOEEFEI OO OBEs Wi #F | 20246, p.14 (Study Group for the
Implementation of Changes in the Shipbuilding Industry, “Report of the Study Group for the
Implementation of Changes in the Shipbuilding Industry,” 2024.6, p.14).



https://www.mlit.go.jp/maritime/content/001881586.pdf
https://www.spf.org/opri/newsletter/511_1.html?latest=1
https://www.jpmac.or.jp/data/maritime_commission_no01_04.pdf
https://www.mlit.go.jp/maritime/content/001754798.pdf
https://www.mlit.go.jp/maritime/maritime_tk5_000080.html
https://www.mlit.go.jp/maritime/content/001754797.pdf
https://www.mlit.go.jp/maritime/content/001754797.pdf
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value through early investment in core technologies and components and involvement
through the whole life cycle of ships; and (3) supporting Japan’s economy, national life,
and safety. It also sets securing the largest share of orders for next-generation vessels by
2030 as a goal for Japan’s maritime industry.('!)

To achieve these goals, it outlines the following steps: (1) transforming design and
construction using digital technology and fostering cooperation between operators; (2)
establishing a supply system for next-generation ships; (3) securing and training human
resources; and (4) creating the environment necessary to strengthen the competitiveness of
the shipbuilding industry. It presented a roadmap to 2030 for each of these items.!'?

IV Trends in Shipbuilding in Foreign Countries

This chapter examines the situation and summarizes the trends in various foreign
countries: in China, where the shipbuilding industry has developed significantly in recent
years; in South Korea, a shipbuilding powerhouse second only to China; and in Europe,

which once possessed a thriving shipbuilding industry and is engaged in the sector.

1 China

China, which has focused on developing its shipbuilding industry since the late 1990s,
significantly expanded its shipbuilding capacity by increasing capital investment from the
mid-2000s, overtaking Japan in 2009 and South Korea in 2010 to become the largest
shipbuilder in the world."'¥ It provided huge subsidies to promote entry into and expansion
within the shipbuilding sector from 2006 to 2013.("'* The “Made in China 2025”!'> plan

(1D jbid., pp.12-14. Regarding next-generation ships, the Ministry of Land, Infrastructure, Transport

and Tourism and the Ministry of the Environment are cooperating in the construction promotion
project for zero-emission ships ( € v = I fidiE 2R [ H AW HEHE] 2025.1.10
(“Promoting the Construction of Zero-emission Ships,” The Japan Maritime Daily, 2025.1.10).

(M2 M EEDOEEEB OO Ot [F Lk, pp.15-35 (Study Group for the
Implementation of Changes in the Shipbuilding Industry, ibid., pp.15-35).

(13) fR5 A7 (GL), pp.17-19 (IJIMA, op.cit.(31), pp.17-19). Labor costs of Chinese
shipbuilding companies are reportedly 50% lower than those of Japan and South Korea. [H
EME. ELE SO ~HEEE ] [ HARH#R ] 2025.1.17 (“China Increases Production to Solidify
First Place,” Nihon Keizai Shimbun, 2025.1.17).

(114 The scale of this subsidy is 540 billion yuan, equivalent to approximately 11 trillion yen. [ 1=
RiEEEE)R TRrESE A Y & <EBUR ) (G 1 BIAHEESE DA FEFIZH DT O OFTE
“E3) 2023.5.30, p.20 (Maritime Affairs Bureau, Ministry of Land, Infrastructure, Transport
and Tourism, “Current State of the Shipbuilding Industry,” (First Meeting of the Study Group for
the Implementation of Changes in the Shipbuilding Industry Document 3) 2023.5.30, p.20).

W9 TESSPE R TR (P ESE 2025) B9@ | (E% (2015) 28 %) 2015.5.19. FHEA
RAFIE P NRBEUF Y = 7% A & (Central Government of the People’s Republic of China
Website); Bt H T BUSAENTZEBA e 2 o 7 — T [EHRUE 2025 ) DRARICEES 2 E#H BT



https://www.mlit.go.jp/maritime/content/001614700.pdf
https://www.gov.cn/zhengce/content/2015-05/19/content_9784.htm
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presented by the State Council in 2015 identified marine engineering equipment and high-
tech ships as one of ten key areas for becoming a manufacturing powerhouse.

Further, in 2019, the major state-owned shipbuilding groups the China State
Shipbuilding Corp. (formerly CSSC) and China Shipbuilding Industry Corporation (CSIC)
merged to form the China State Shipbuilding Corporation Limited (CSSC). !'® Under the
umbrella of the CSSC is the Shanghai Merchant Ship Design and Research Institute
(SDARI)—which originated as a public research institution—providing drawings to all
shipyards in the CSSC group and strengthening collaboration in the design phase within
the group.!'”

In 2023, the Action Plan for the Green Development of the Shipbuilding Industry
(2024-2030) was formulated, ' which promotes decarbonization in the shipbuilding
industry.(''” The outline states that by 2025, China will secure an international market
share of more than 50% for ships using low-carbon fuels such as LNG and methanol, build
a green development system for the shipbuilding industry, and raise the energy efficiency
of key companies to internationally advanced levels by 2030 to complete the green
development system. To achieve these goals, it proposes measures such as optimizing and
improving the LNG-type hulls in large ocean-going ships and accelerating R&D of
methanol- and ammonia-powered hull types.

In terms of challenges, China’s shipbuilding industry suffers from structural
overcapacity.('? Furthermore, China’s “civil-military integration development strategy”
blurs the boundary between commercial and military activities, which raises concerns that
if foreign private companies purchase ships such as container ships and tankers from

Chinese shipbuilders, their profits may contribute to the strengthening of the Chinese

DIBFNDAF | 2015.7.25 (Japan Science and Technology Agency, Research and Development
Center, “Full Translation of the State Council Notice on ‘Made in China 2025’ 2015.7.25); [H!
E8E 2025 LiF HH 10 0B L 23 S HIC ) )T H AR AT ]2018.12.7 (“What is Made
in China 2025? Focus on 10 Key Sectors and 23 Products,” Nihon Keizai Shimbun, 2018.12.7).

116 RNl T EIHE SR, EEIL & A 1S PR O BRS | [Compass] 248 7+, 2022.3,
pp-53-54 (TSUSHIMA Kazuhiro, “China Progress Integration, South Korea’s Abrupt Halt:
Positives and Negatives in Shipbuilding Restructuring,” Compass, No.248, 2022.3, pp.53-54).

WD s, =7 2 BISE) [ HAWSHE] 2025.1.16 (“Shipbuilding Share in the 20%
Range,” Nihon Keizai Shimbun, 2025.1.16); [XFFA1) B REIBE Y = 7 %A

I (Shanghai Merchant Ship Design and Research Institute Website)

W8 T Tl FnfE B4 EZREUCEER MBEHE ASHETE A28 s 5 o< T FUR ARt &
A gkt R RATEN N E (2024-2030 4F) ik (TASHBEECES: [2023] 254 %) 2023.12.26.
e N BRI E Tk FnfE B bE 7 = 7% 4 & (Ministry of Industry and Information
Technology of the People’s Republic of China Website)

W9 TH[E, 2040 £ E TOESR T U — L FERATENZE MM 2 $EF% | 2024.1.10. ESG Journal 7 =
7% A  (“China Action Plan for Green Development of Shipbuilding Industry” 2024.1.10.
ESG Journal Website); ibid.

(120) e 3 o [ 52 8 « R0 & SR PR 2 3K 2 T [EE AR SE R 0 BBl | [Kaiun 1124 5, 2021.5,
p-25 (JIANG Chui dong “Latest Trends in China’s Shipbuilding Industry: Orders, Construction
and Industry Restructuring,” Kaiun, No.1124,2021.5, p.25).



https://www.jst.go.jp/crds/pdf/2015/FU/CN20150725.pdf
https://www.nikkei.com/article/DGXKZO38656320X01C18A2EA2000/
https://www.nikkei.com/article/DGXKZO38656320X01C18A2EA2000/
https://www.sdari.com.cn/#/companyIndex?id=%5Bobject%20PointerEvent%5D
https://www.miit.gov.cn/jgsj/zbes/wjfb/art/2023/art_ac3246d17b0b4e3f9844922088d71089.html
https://www.miit.gov.cn/jgsj/zbes/wjfb/art/2023/art_ac3246d17b0b4e3f9844922088d71089.html
https://esgjournaljapan.com/world-news/35292
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navy.(12)

2  South Korea

South Korea’s shipbuilding industry, which has emerged since the 1990s, overtook
Japan to become the world’s largest shipbuilder for a brief period, until it was overtaken
by China; currently, it ranks second globally. South Korea has provided substantial public
financial support to domestic shipbuilders that have fallen into business difficulties, has
provided order support through public subsidies to shipbuilders with low creditworthiness,
and is attempting technical development support to maintain competitiveness as a “Core
Technology Development Project for Shipbuilding and Marine Industries”.(??

The “K-Shipbuilding Rebound Strategy for a Leap Forward to Become the World’s
Leading Shipbuilder”(!*¥ formulated in 2021 aimed to increase productivity by 30% by
2030 (compared to 2020), advocating the Smart Yard initiative. This promotes the
digitalization of all processes, such as production and logistics in shipyards, to improve
productivity and efficiency.! '** ) In 2024, the Act on the Development and
Commercialization of Autonomous Ships (Autonomous Ships Act) was enacted,
establishing provisions for a basic plan for the development and commercialization of
autonomous ships and training specialized personnel.(!29)

More recently, in 2023, the K-Shipbuilding Next Generation Leadership Strategy was
formulated as the industry’s strategy until 2028.(!29 The strategy aims to invest a total of

W20 WP =8 22 R Ry 7 2 R = o 7 T ARESE BRI NSRS R O e 2 & Bk
FIEBED THERAEGF R ) [EFE] 664 75, 2021.7, p.207 (TANAKA Saburo,
“Aircraft Carrier Docks Used for Construction of Civilian Container Ships!! Contributing to
China’s Shipbuilding Rapid Progress - Xi Jinping’s Administration’s ‘Military-Civilian
Integration Strategy’,” Japan Military Review, No.664, 2021.7, p.207).

(122) The scale of public financial support is approximately 12 trillion won, equivalent to around 1.2
trillion yen. [E L2 BEEH/A  AiHE7E(114) (Ministry of Land, Infrastructure, Transport and
Tourism, op.cit.(114)). As South Korea’s large-scale public support measures have been deemed
market-distorting, Japan-South Korea bilateral consultations are being held under the WTO
dispute settlement procedure. [ [EBEAR T8 DANIE 2R AR O ffElR ) B +A8@E D =7
%A  (“Ensuring Fair Competition Conditions in the International Shipbuilding Market.”
Ministry of Land, Infrastructure, Transport and Tourism Website)

129 00 00 00 00 000 00 K-O00 000 00 (K-Shipbuilding Rebound
Strategy for a Leap Forward to Become World’s Leading Shipbuilder) 2021.9.9. FOMEK website

29 5bid., pp.7, 10; MARAPESEDEREEFL O 7= OMFIE  RifB7E110), p.10 (Study Group for
the Implementation of Changes in the Shipbuilding Industry, op.cit.(110), p.10).

(129 Trg[E, 3 EEHAROBFEE T H AR H B ] 2025.2.19 (“Korea Quickens Autonomous
Ship Development,” Nikon Keizai Shimbun, 2025.2.19); 000000 00 0O 000
000 00 00 ) O00oonon Website

(1200 TTK — AR AR ERNG ) 2 985, R M CRE4HEAr 240 5 | 2023.11.16, HAH
SRR (= hv) =749 A & (Announcing the “K-Shipbuilding Next Generation
Leadership Strategy Targeting Competitive Advantage in Global Markets,” 2023.11.16. Japan
External Trade Organization (JETRO) Website); [K-O 0 000 OO0 OO | (K-
Shipbuilding Next Generation Leadership Strategy) 2023.11.15. HRST Policy Platform website



https://www.mlit.go.jp/maritime/maritime_tk5_000013.html
https://www.fomek.or.kr/bbs/download.php?bo_table=news5&wr_id=473&no=1
https://www.law.go.kr/LSW/lsInfoP.do?lsiSeq=257803&viewCls=lsRvsDocInfoR
https://www.law.go.kr/LSW/lsInfoP.do?lsiSeq=257803&viewCls=lsRvsDocInfoR
https://www.jetro.go.jp/biznews/2023/11/77396ec1f9ebddb2.html
https://hrstpolicy.re.kr/kistep/kr/policy/policyPlanKorDetail.html?board_seq=54160&rootId=2003000&board_class=BOARD01&menuId=2003102
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710 billion won (approximately 74.7 billion yen) by 2028 to anticipate future technologies
and upgrade shipbuilding systems, targeting an increase in the global market share of next-
generation vessels from 56.3% (2022) to 80% (2030). Specifically, it includes measures
such as investing approximately 200 billion won (around 21 billion yen) by 2028 on the
commercialization of fuels contributing to decarbonization, such as LNG, ammonia, and
hydrogen, and spending around 150 billion won (approximately 15.8 billion yen) on
shipyard digitalization and the adoption of robotics.(!?”

Challenges to the Korean shipbuilding industry include the need to continuously
develop demand for high-value-added vessels in the medium-to-long term, low operating
profits due to low-price competition, and the need to revitalize medium-sized shipbuilding

companies.'?®

3 Europe

Europe once had a thriving shipbuilding industry, but it has now been outstripped by
Japan, China, and South Korea, and the European global share of steel ships had dropped
to 2.8% in 2023129,

Once the world’s largest shipbuilder as of the early 1950s, the UK’s shipbuilding
industry declined due to slow rationalization because of a reluctance to invest in capital for
the construction of large ships, frequent strikes, and a decrease in skilled workers due to an
aging workforce. Measures taken to counteract this, such as the nationalization of shipyards
and the privatization of companies by grouping them according to the types of ships they
built, had little effect.(!3?

However, the European shipbuilding industry retains strong international
competitiveness in the field of high-value-added shipbuilding,'3V such as cruise ships, with
Italy and Germany’s shipbuilders constructing cruise ships and Finland constructing

icebreakers.('¥?) Furthermore, Europe is adopting initiatives to protect the intellectual

(127) Yen conversion is based on the reporting ministerial ordinance rate (for April 2025) (1 USD =
152 yen, 100 KRW = 0.692 USD).

(128 R P53 Tt [ D St 3 FUC 31T 2 52 - /iR Pt & 8L F ORRRE ) [Kaiun]1124 5, 2021.5,
pp-28-29 (Han Nak Hyun, “Orders, State of Construction and Current Challenges in the Korean
Shipbuilding Industry,” Kaiun, No.1124, 2021.5, pp.28-29).

(129 HoAREM TS TEMBEREE ] 20249, p.1 (Shipbuilders® Association of Japan
“Shipbuilding-Related Materials,” 2024.9, p.1).

(130 20 AT 51T 2 HEFUEMZEDOMIBHT Y3 5 /04T & WFFE—2EE DRSS EIR & AA - i
- PEORE L A5 %—) WFEESEMTSEHT, 2003, pp. i - i (Analysis and Research of 20th
Century Global Shipbuilding Trends: The Rise and Fall of the UK and the Development and
Outlook for Japan, South Korea, and China, Japan Maritime Research Institute, 2003, pp.i-ii).

B0 H - 2@EMER BifETE83), pp.2, 13-14 (Maritime Affairs Bureau, Ministry of Land,
Infrastructure, Transport and Tourism, op.cit.(83), pp.2, 13-14).

(32 [ INVRGEAR T34« HAHAREITAIT T2 B 2 TR T2 2 565 i B ek £ 6 8 [ F A5 2023 )
2024.3, pp.9-16, 28-36, 86-89 (Cooperative Association of Japan Shipbuilders and Japan Ship
Technology Research Association, “A Survey of Trends in the Major Shipbuilding Companies in



https://sajn.or.jp/wp/wp-content/uploads/2024/09/%E9%80%A0%E8%88%B9%E9%96%A2%E4%BF%82%E8%B3%87%E6%96%992024%E5%B9%B49%E6%9C%88%E4%B8%80%E8%88%AC%E5%90%91%E3%81%91.pdf
https://www.jstra.jp/PDF/report5_2023.pdf
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property rights of the shipbuilding industry''**); amid the increasing complexity and
sophistication of ship systems in recent years, system integrators capable of designing
entire ships and integrating equipment and machinery have emerged.('*%

V Challenges to Shipbuilding Policy

This chapter examines the challenges facing Japan’s shipbuilding policy, considering
its evolution thus far and the trends in other countries. The main issues include international
competition, technology development and R&D, and responding to changes in demand;

shipbuilding has also recently garnered attention from a security perspective.

1 International Competition

As ships are products of a single global market, the shipbuilding industry is highly
competitive internationally. Since World War II, the world’s largest shipbuilder has
changed from the United Kingdom to Japan, then South Korea, and ultimately China.
Japan’s shipbuilding industry faces intense international competition from the newly
emerged South Korea and China. In the 1990s, the OECD attempted to establish an
agreement governing shipbuilding to regulate the international competitiveness of the
industry, but these attempts faltered, and since then, Japanese efforts have focused on

strengthening the international competitiveness of Japan’s shipbuilding industry.(!35

Europe in 2023, 2024.3, pp.9-16, 28-36, 86-89). Finland holds the record of having built more
than half of the world’s icebreakers, and recently signed a cooperation agreement with the United
States and Canada on the construction of polar icebreakers. [k, LMK T 3 EWH 1 [
BRI & HERTEIR ) T H AR HT ] 2024.8.16. (“US Seeks 3-Country Cooperation
for Arctic Icebreaker: New Industrial Strengthening Policy Construction with Allies,” Nikon
Keizai Shimbun, 2024.8.16).

(33 1 A iy HEAEL B 127> TR AR SE T 36 1T 2 I PEAME O et SR B3 % 45 12010.3,
pp-5-9 (Japan Ship Exporters’ Association et al., “Survey on Measures to Protect Intellectual
Property in the European Shipbuilding Industry,” 2010.3, pp.5-9).

39 H L 2@EMER B TEe83), pp.2, 13-14 (Maritime Affairs Bureau, Ministry of Land,
Infrastructure, Transport and Tourism, op.cit.(83), pp.2, 13-14). Examples of system integrators
in Europe include Kongsberg in Norway, Wirtsild in Finland and Switzerland, and ABB, which
has its headquarters in Switzerland, with its marine equipment business mainly in Finland.
Kongsberg is focused mainly on design and marine systems, Wartsild on propulsion systems, and
ABB on propulsion systems and digital equipment. [[Mari Tech #EFANKX] pEtl% 2 t-
POEHE, BARRR SIS~ M2 O ESEIRVE(L) TR AHES8TR] 2020.7.22 (“[Mari
Tech Maritime Plan for the Future] Two trading companies partnered to build a Japanese version
of SI. Stimulation of the marine industry from marine use,” The Japan Maritime Daily,
2020.7.22); TR 3= 2 s BE A e B ) A A 2023 ) AiFE1E(132), pp.17-21, 57-61, 105-107
(“A Survey of Trends in the Major Shipbuilding Companies in Europe in 2023,” op.cit.(132),
pp-17-21, 57-61, 105-107).

(I35 For example, 2003’s “Vision and Strategy for Japan’s Shipbuilding Industry” set the goal of
improving the quality of ships by establishing technical capabilities to design and build ocean-
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As stated by the 2020 report of the Maritime Innovation Subcommittee under the
Transport Policy Council’s Maritime Affairs Committee (III 5(2)), Japan’s shipbuilding
industry addresses the following measures: in the short term, strengthening the foundation
of the shipbuilding industry, stimulating construction demand and promoting orders; in the
medium to long term, technology development and R&D (described later in V-2).(139 Of
these, strengthening the foundation of the shipbuilding industry involves challenges such

as promoting cooperation between businesses and improving productivity.

(1) Cooperation between Businesses

Promoting consolidation, integration, and cooperation between businesses has long
been a challenge; more recently, the Act on Strengthening Maritime Industries introduced
a certification system for Business Foundation Strengthening Plans. Comparing Japan to
South Korea and China, shipyards in both those countries are larger than those in Japan.'3?
Thus, the recommendation is that shipbuilders form alliances (partnerships or coalitions
between companies) to increase orders to strengthen the international competitiveness of
Japan’s shipbuilding industry. For next-generation shipbuilding systems, there is a proposal
to standardize data structures from design to manufacturing and build a system that may be
flexibly coordinated between shipyards and marine equipment manufacturers.!*® Recently,
seven shipping and shipbuilding companies formed a consortium to jointly study
establishing standard specifications and hull designs for liquefied CO; carriers (LCO;
carriers), attracting attention as a potential turning point for Japan’s maritime industry.(!*®

(2) Increased Productivity and Mechanization

Meanwhile, in the context of improving productivity, shipbuilding has long been

considered labor-intensive, and labor-saving and the mechanization of production

going vessels with high LCV. MEMfEZER kI 5% ATHETE(69) (Shipbuilding Industry
Competition Strategy Council, op.cit.(69)).

(130 [3EANSE D E S /1 O 54k | ATHETE(2) (“Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2)).

B3 F 2@ MR AifeiE(114), p.23. (Maritime Affairs Bureau, Ministry of Land,
Infrastructure, Transport and Tourism, op.cit.(114), p.23).

38 SET7BEE D TR EARGEM S 2 7 L O TRF7ERE £ 2] 20 8] (4550 2 4R ), 2020.7.29,
p.15 (HIRAKATA Masaru et al., “Concept for Next-Generation Shipbuilding Systems”, Research
Presentation, 20th (2020), 2020.7.29, p.15).

(139 This consortium is looking at ships using new fuels such as ammonia, and it may be aiming to
develop a Japanese version of China’s SDARI. [V « iy 7 4. LCO2 ABHFE~, |

[ B AyE S8 ] 2024.8.28 (“Seven Shipping & Shipbuilding Companies Ally to Develop
LCO2 Ships,” The Japan Maritime Daily, 2024.8.28); [ (2) 7 &35 2, & H AR TEM
saifb) [ A AMEEHR ] 2024.12.24; (*“(2) Seven-company alliance established. Strengthening
shipbuilding in Japan,” The Japan Maritime Daily, 2024.12.24); [¥&fy, > =7 2 BIFHHE ] Al
$87E(117) (“Shipbuilding Share in the 20% Range,” op.cit.(117)).



https://www.mlit.go.jp/maritime/maritime_tk5_000014.html

30 Research and Legislative Reference Bureau
National Diet Library, Japan

processes have been a challenge.('*? There has been a trend in recent years of introducing
robots and similar devices, both in Japan and overseas,'*! and since 2016, Japan has
promoted “i-Shipping,” which introduces the latest ICT, as part of the Maritime
Productivity Revolution.('*? Moreover, as mentioned above (IV-2), support for the use of
robots was also seen in South Korea’s K-Shipbuilding Next Generation Leadership
Strategy.

(3) Stimulation of Construction Demand and Promoting Orders

To stimulate construction demand and promote orders, efforts are being made to use
the Specified Ship Introduction Plans under the Act on Strengthening Maritime Industries
and to promote the construction and export of ships for governments and other agencies.'*?
While demand for the export of such vessels is expected mainly from Southeast Asian and
Pacific Islander countries that want to strengthen their coastal security capabilities,
challenges such as understanding the needs of other countries and enhancing sales
capabilities that communicate the high level of Japan’s technological efficiency have been
identified.(!*¥

(4) Overseas Expansion

To address the issue of international competition from countries with lower
manufacturing costs, overseas expansion is also a strategy. Japanese companies have
expanded overseas to China and the Philippines, and cases of overseas expansion by South
Korea can also be observed. While overseas business grows steadily in some cases of
overseas expansion in the shipbuilding industry, there are cases of forced withdrawal due
to the impact of the recession and other factors; therefore, the strategy is risky. Additionally,

when expanding overseas to reduce costs, overseas factories frequently outperform

(140 SE#mE [ERSFERHRE B 44 FE] 1969, p.362 (Ministry of Transport, Annual
Report on Transport Economics, 1969 Edition, 1969, p.362).

4D T EEREIOE) TR AR v bEPEY 27 A ) [R&D #77 0EHE ] 238 5, 2018.3.2
(SADAHIRO Kenji et al., “Shipbuilding Robot Welding System,” R&D Kobe Steel Engineering
Report, No.238, 2018.3.2); [&EMENROT VXN N T VAT —A—v a3 »—E AT
LHIEMET—) [ HERE s ma®] 617 7, 2024.12, pp.22-24 (“Digital Transformation of
the Shipbuilding Industry: Unmanned Shipyards,” Japan Korea Economic Association Bulletin,
No.617,2024.12, pp.22-24).

14 o ICT #EA L HADWFEFEPEEDARHK % B < i-Shipping [E 2@ 147 =,
2017.12 - 2018.1, pp.4-5 (“i-Shipping Introducing the Latest ICT to Open the Future of Japan’s
Maritime Industry,” Ministry of Land, Infrastructure, Transport and Tourism, No.147,2017.12,
2018.1, pp.4-5).

8) - TEE DO FE SR 1 O 504k | AiTHETE(2) (“Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2)).

W TEATH R~ BUOF 0%, EMESEE KM & BIRERE ) TER
# ] 2020.8.6 (“Government Ships Strengthening Exports, Administration Support for
Shipbuilding Industry to Catch up to China and South Korea, Maintaining Technology for Patrol
Boats, etc.,” Sankei Shimbun, 2020.8.6).



https://www.kobelco.co.jp/r-d/technology-review/dumm/__icsFiles/afieldfile/2025/03/19/238_061-065.pdf
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domestic factories in terms of cost competitiveness, creating issues in terms of the

relationship between them. 4>

(5) Accepting Foreign Workers

The acceptance of foreign workers is also being promoted within the shipbuilding
industry, with many foreign workers employed in Japan through the Technical Intern
Training Program and the Specified Skilled Worker Program.*® However, Japan is not
unique in accepting foreign workers and represents only one option for workers wishing to
work abroad. Thus, the challenge lies in whether Japan can become an attractive destination

for foreign workers to choose.'*”
2 Technological Development and R&D

(1) History and Current Status

The medium-to-long-term challenges to Japan’s shipbuilding industry include
technological development and R&D. Japan has long been engaged in shipbuilding-related
technical development and R&D; in the past, the Council for Shipbuilding Technics was
established under the Ministry of Transport after the war, and R&D was being conducted
at the Shipbuilding Laboratory (later the Ship Research Institute). Currently, the Council
for Shipbuilding Technics has been reorganized into the Maritime Innovation
Subcommittee of the Transport Policy Council’s Maritime Affairs Committee, and the
Shipbuilding Laboratory into the National Maritime Research Institute of the National

149 SR Ansh g L AR — & MR T Y ¢ U U 0SREGE SRS OWRSEPERIS (TR
12| [ Compassl] 230 &, 2019.3, pp.52-55 (TSUSHIMA Kazuhiro, “Maritime Report: HJ
Shipbuilding & Construction Philippines Files for Bankruptcy: Implications for Overseas
Production in the Shipbuilding Industries,” Compass, No.230, 2019.3, pp.52-55).

(146) Looking at the number of specific skilled workers in the shipbuilding and marine equipment
manufacturing industries, as of the end of December 2024, there were 9,665 foreign nationals
with Specific Skilled Worker ( i ) status and 74 with Specific Skilled Worker ( i ) status in this
sector. [HRPEFCREAERASMEI AR (55 1 R] 7R EEE - Ml FrE e il FeiE
RHE 1 SAERAE AL (Fh1 6 F 12 ARIE) | HAEEREETY =7 %A b
(“Number of Foreigners with Specific Skilled Worker Status [Table 1] Number of Foreigners
Residing with Specific Skilled Worker ( i ) status by Nationality and Region (as of the end of
December 2024).” Immigration Bureau Website); [FEEFGEEZNEAS  [F 1 £]
BE - S RRREPEE YRR REESGRE 2 SERISMEI AL (BN 6 4 12 A REIE) | H
ANEFEZEBT Y =7 %4 b “Number of Foreigners Residing with Specific Skilled Worker
Status [Table 1] Number of Foreigners Residing with Specific Skilled Worker (ii ) status by
Nationality and Region (as of the end of December 2024).” Immigration Bureau Website)

WD Fgk (FR) BA TEART BHEALB & I2WVE] 22570 2023.6.13. #1777 K5
7 = 7% A kb (SAITO (Oshimi) Yoshihisa, “Can Japan Become a Country Attractive to Foreign
Workers?” 2023.6.13. Kobe University Website)



https://www.moj.go.jp/isa/content/001434838.pdf
https://www.moj.go.jp/isa/content/001434838.pdf
https://www.moj.go.jp/isa/content/001434839.pdf
https://www.moj.go.jp/isa/content/001434839.pdf
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Research and Development Agency for Maritime, Port, and Aviation Technology.(4®

(2) Human Resource Development

Meanwhile, shipbuilding engineers who support technological development and R&D
are primarily individuals who studied naval architecture at universities or graduate schools;
nonetheless, recent years have witnessed a decline in specialized courses in
shipbuilding.('*”) Moreover, there are concerns about the stagnation of technological
development capabilities due to the downsizing of major heavy industry giants that
traditionally led the shipbuilding industry.(**? In this context, some proposals advocate for
the construction of a database through open innovation, integrating the technologies of each
shipyard, equipment manufacturer, and university to maintain and develop shipbuilding
technology in Japan.(!*!

(3) Greenhouse Gas Reduction and Zero-Emission Ships

Creating zero-emission ships is currently a major challenge in technology
development and R&D. The IMO aims to reduce greenhouse gas (GHG) emissions from
international shipping to zero by around 2050 and has set a target of reducing CO;

emissions (per ton of cargo transported) by 40% compared to 2008 levels!*? with a usage

(149 The institute conducts research on technologies related to autonomous ships, which are being
developed as part of the Maritime Productivity Revolution. [ &Ffd [ B BREH O FBLIC
) VT 7 MR AR Bl OB ZEBR FE ) [ LB iv 2 T 78 pTafiEe] 20 B (5F0 2 ),
2020.12.10 (MAJIMA Takahiro, “Research and Development of Evasion Manoeuvring
Technology to Realize Autonomous Ships,” National Maritime Research Institute Lecture, No.20

(2020), 2020.12.10).

149 TIE M SE D ERE B /) Ok #iH8TE(2) (“Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2); [E -2 @E VR AT#E1E(114), p.32 (Maritime
Affairs Bureau, Ministry of Land, Infrastructure, Transport and Tourism, op.cit.(114), p.32).

150 Tidf - ARl TEEZIY &< 3 DORE k] (5 1 R kRS &
£t 3) 2019.6.11, p.4. ELAZEE Y =7 A b (“Three Major Changes in the Shipbuilding
and Marine Equipment Industry,” (First Maritime Industry Future Vision Study Group Meeting,
Document 3) 2019.6.11, p.4. Ministry of Land, Infrastructure, Transport and Tourism Website)

GO BRUTF (A —T A ) X— 3 VL DUHE - EREIR DO AT b A T 7 L—4
— BRSEREAR ) [ HIERL R J144 =, 2020.12, pp.30-33 (WASHIO Yushu, “Open Innovation System
Integrator Development for Shipping and Shipbuilding Technology,” Boat Engineering, No.144,
2020.12, pp.30-33).

(52 T[EIBRYEE (2050 4EEH E TIC GHG e r | HEEIC & E~ [EFESEEEE 5 80 (M
FEREREZ B S (73~7/1) OBfERE R~ [E +428E Y = 7% A  (“International
Shipping Agrees to Net-Zero Emissions by 2050 - Results of the 80th Session of the Marine
Environment Protection Committee, International Maritime Organization (7/3-7/7).” Ministry of
Land, Infrastructure, Transport and Tourism Website); “2023 IMO Strategy on Reduction of GHG
Emissions from Ships.” IMO website. The Study Group for Promoting Carbon Neutrality in
Domestic Shipping also set CO2 emission reduction targets for 2040 but the revised global
warming countermeasures plan approved by the Cabinet in February 2025 did not include this
target value. (SR, GHG HIlGEmE R [ B AW SEE] 2025.3.4 (“Director of
Maritime Affairs Bureau Hopes for Progress in GHG Reduction Discussions,” The Japan
Maritime Daily, March 4, 2025).



https://www.mlit.go.jp/common/001298700.pdf
https://www.mlit.go.jp/report/press/kaiji07_hh_000289.html
https://www.mlit.go.jp/report/press/kaiji07_hh_000289.html
https://www.imo.org/en/OurWork/Environment/Pages/2023-IMO-Strategy-on-Reduction-of-GHG-Emissions-from-Ships.aspx
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ratio of zero-emission fuels of 5-10% by 2030. Accordingly, Japan has set a goal of
achieving carbon neutrality by 2050, aiming to introduce zero-emission ships that use fuels
such as hydrogen and ammonia into the market by 2030.(!%%

This Green Transformation (GX) is being promoted in the Maritime Industry
Strengthening Act’s Business Foundation Strengthening Plan and Specified Ship
Introduction Plan. The 2024 Report of the Study Group for the Implementation of Changes
in the Shipbuilding Industry (III 5(4)) states that one of the aspirations of the shipbuilding
industry in 2030 is to ensure a leading presence in the global market in next-generation
ships.!!3 Support for GX is considered an opportunity for Japan’s future growth,'>> and
the importance of building a next-generation shipbuilding system through capital
investment using the Green Innovation (GI) Fund‘!'*®) and GX economic transition
bonds!"*? has been recognized.*® Additionally, private shipbuilders are coming together
to develop next-generation, environmentally friendly ships.('*”

China and South Korea are also actively engaged in technological developments
related to GX in shipbuilding; China is promoting R&D of ship engines fueled by LNG,
methanol, ammonia, hydrogen, and other fuels as part of its “Ship Power Innovation
Project™1%%. South Korea aims to train over 3,000 technical personnel annually and invest
approximately 200 billion won (around 21 billion yen) in technological development for

53 EMEO EEEF S O] mif8idE(2) “Strengthening the international competitiveness
of the shipbuilding industry,” op.cit.(2).

(15%) These next-generation ships refer to ships fueled with ammonia, hydrogen, and methanol;
liquefied CO2 carriers; liquefied hydrogen carriers; and autonomous ships. #ififFE 3 D2 H52
BloT= OfFta  AifEE(110), pp.12, 14 (Study Group for the Implementation of Changes
in the Shipbuilding Industry, op.cit.(110), pp.12, 14).

159 T= o REMIIRREIEIZRND D>, Pl OFEFRL L VDS LR Th%) [TH
FIT2EH == —AA »F] 2024.1.10 (“Can Nippon Shipbuilding Get Back on a Growth
Trajectory? Tough Competition with China and South Korea but Decarbonization is an
Opportunity,” Nikkan Kogyo Shimbun's Newswitch, 2024.1.10); [Ti&f#y= > AR | FHELA~D
s 5 H R 2024.10.26 (“Rough Waters to Revive Nippon Shipbuilding Japan,” Asahi
Shimbun, 2024.10.26).

(136) This fund was established by the New Energy and Industrial Technology Development
Organization (NEDO) to achieve the 2050 carbon neutrality goal, and one of the fund’s projects
is the development of next-generation ships. 27U —> A ) X—3 5 5| RFFEEE Y
= 7% A F (“Green Innovation Fund” Ministry of Economy.” Trade and Industry Website)

(157) Refers to government bonds issued pursuant to the provisions of Article 5 of the Act on
Promoting Transition to the Decarbonized Growth Economic Structure (Act No.32 of 2023).

58 TR AR CHEE D% Gl K4 - GX BATE 2 ST TR AR ] 2024.12.20
(“Boosting Competitiveness with Next-Gen Ships: Using GI Fund, GX Bonds, etc.,” The Japan
Maritime Daily, 2024.12.20).

(159 In October 2020, the Next Generation Environmental Ship Development Center was established
by a group of domestic shipbuilding companies. HHPNFEARRS [ RERBAAAB & ¥ —
DHLY FLAIZ DT | [ClassNK £ J 5 5, 2022.7, pp.3-9 (KAKIUCHI Ryutaro, “Initiatives
for the Next-Generation Environmental Ship Development Center,” ClassNK Bulletin, No.5,
2022.7, pp.3-9).

160 T TNV AIfE BALE [EZ R EUCEE MBS TETE A1l o T B R il s
MG R BITEINEE (2024-2030 4E) HYHEEN] , op.cit.(118).
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ship equipment and materials for the future by 2028.(16)

(4) Cybersecurity

Ship cybersecurity has also become an issue in recent years, and systems to detect and
respond rapidly to attackers who infiltrate onboard systems are required.'®?) The
International Association of Classification Societies (IACS) unified its two previous rules
on cyber-resilience in 2022 (ability to withstand and recover from cyber-attacks) and
subsequently reviewed these unified rules. The IMO also approved a proposed amendment
to the Guidelines on Maritime Cyber Risk Management (Recommended) in 2024.(163

3 Response to Changes in Demand

In the modern production system, in which ships are mass-produced, responding
flexibly to changes in demand is a challenge.('**) With the 1952 Shipbuilding Act
amendment, Japan attempted to prevent overcapacity by implementing a permit system for
new shipbuilding facilities and equipment. However, during the 1970s and 80s, the excess
production capacity relative to demand led to shipbuilding recessions, and the government
intervened to implement measures such as the reduction of facilities, as well as support
through the Programmed Shipbuilding Scheme (Keikaku Zosen).

Other countries have also faced the problem of overcapacity during periods of demand
decline, and Japanese and South Korean shipbuilders responded by diversifying.(!*> In
South Korea, during the Asian financial crisis in the late 1990s, several shipyards that had
made large-scale capital investments experienced a business crisis but could save
construction capacity with the support of the government and major shipbuilders.(!%®)
Nevertheless, China’s shipbuilding industry was hit hard by the global financial crisis in
2008 but responded by concentrating capital on selected high-quality shipyards, launching
demand stimulation measures by promoting the dismantling of old ships, and providing

subsidies to promote alternative construction for small- and medium-sized shipyards

ash 20 ALIZI 1T 5 L EMSE OB BT 2 o4 L F9E] Ai#81E(126) (“Analysis and
Research of 20th Century Global Shipbuilding Trends,” op.cit.(130))

16D [P A N—5 R, BT MR, AT TEBL MmN~ OR AR, Yl
DR TEREEDE] 2024.2.9 (“Port Cybersecurity Measures, Challenging Routes,
Intrusion Detection and Disconnection Remain Difficult,” Nikkei Sangyo Shimbun, 2024.2.9).

163 @AZIG ThdE BONDMMDOY A N—U 27 %G f#k e O A — b EkEE

[ Compass] 263 %, 2024.9, pp.12-15 (TAKAGI Koji, “Special Feature: Ship Cyber Risk

Response; Classification Society Support Strategies,” Compass, No.263, 2024.9, pp.12-15); W
HZ TEBEE DM ~D Y A N —T8 kT HAEET MO ER->IRY b
2023.12.14. A7 v A7 v 7 7 =7 % A  (UCHIDA Yasushi, “Growing Threat of
Cyberattacks on Ships; Hijacking of Autonomous Vessels Possible in Future,” 2023.12.14. Nikkei
XTech Website).

ah pRA=  BIHBTE), p.79 (ASO, op.cit.(8), p.79).

165 7 &5 Ri4BTE31), pp.20-21 (IINIMA, op.cit.(31) pp.20-21).

(168 jbid., p.17.
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through the modernization of inland river navigation ships.(!¢?

4 Security

Japan’s shipbuilding is critical for maintaining national defense and maritime security
and is also important for economic security. Article 7 of the Act on the Promotion of
Ensuring National Security Through Integrated Implementation of Economic Measures
(Act No. 43 of 2022) stipulates that important goods on which national livelihoods and
economic activities rely shall be designated as specified critical products by Cabinet Order.
Accordingly, the Order for Enforcement of this act (Cabinet Order No. 394 of 2022)
stipulates in Article 1 Item 11 that ship parts are designated as specified critical products.
Specifically, marine engines (main engines), navigation equipment (sonar), and propulsion
equipment (propellers) qualify as specified critical products, and businesses supplying
these items can receive support, such as loans from the Japan Finance Corporation, if they
create a plan for stable supply initiatives and obtain approval from the relevant minister.
Additionally, the 2023 tax reform introduced temporary measures to expand the special
depreciation rate for ocean-going ships when meeting certain requirements that contribute
to economic security, such as being built in a specified shipyard, based on the Act on
Strengthening Maritime Industries.!%®

Regarding support for the shipbuilding industry on the grounds of economic security,
the lack of clarity regarding how much weight should be attached to the shipbuilding
industry in terms of economic security has been pointed out, and some have questioned the
linking of economic security with commercial shipbuilding.(1*”

On the topic of security, it was agreed at the Japan-US Summit in April 2024 to
develop a system that would allow US naval vessels stationed in Japan to be repaired at
Japanese shipyards, and a working group was established at the Defense Industrial
Cooperation, Acquisition, and Sustainment (DICAS) Forum, with consultations and

discussions proceeding.('’® In recent years, the shipbuilding industry has also garnered
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attention in the United States from the perspective of security, such as the introduction of
the bipartisan “Ships for America Act,” and reports of the President signing an executive
order to revitalize the maritime industry, including shipbuilding.('’" The United States
Trade Representative (USTR) Office has announced measures under Section 301 of the
Trade Act of 1974 targeting China’s maritime, logistics, and shipbuilding sectors.('”? There
are also suggestions for the US to strengthen cooperation with Japanese and South Korean

shipbuilders in the commercial and security fields.(!”>

Conclusion

After World War II, Japan followed comprehensive shipbuilding policies such as
setting up the Council for Shipbuilding Technics and the Shipbuilding Laboratory to
develop shipbuilding technology, providing support through the Programmed Shipbuilding
Scheme (Keikaku Zosen) on the demand side, and reducing the risk of overcapacity by
implementing a permit system for new facilities and equipment under the Shipbuilding Act
on the supply side. This shipbuilding policy framework supported Japan’s shipbuilding
industry, although the Programmed Shipbuilding Scheme was abolished in the 1990s.
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Moreover, the emergence of South Korea and China has, in recent years, exposed Japan to
fierce international competition in terms of construction costs, technology, and R&D.

Although the Act on Strengthening Maritime Industries was enacted in 2021,
establishing a support system for the shipbuilding industry, the 2023 construction volume
of approximately 9.857 million gross tons falls far short of the shipbuilding industry’s
target of reaching 18 million gross tons of shipbuilding in 2025.1'7 Against the backdrop
of concern about the decline of Japan’s shipbuilding industry, private sector initiatives are
underway to deepen collaboration between shipbuilders and shipping companies. The
importance of the shipbuilding industry, which underpins maritime trade, is also being
reaffirmed from a national security perspective. Therefore, strategic implementation of
shipbuilding policy is essential for maintaining and developing Japan’s shipbuilding
industry.
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(1" Additionally, 2025 targets also include increasing the construction productivity of Japan’s
shipbuilding industry by 20% compared to the 2019 levels and increasing the value-added
productivity of Japan’s shipbuilding industry by 10% compared to 2019.  [1&ERZE O FE B HE 4
B oAk miHEEE(2) (“Strengthening the international competitiveness of the shipbuilding
industry,” op.cit.(2)).
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