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- N Α Υ Τ Ι Κ Α 1 0 Χ Ρ Ο Ν Ι Κ Α  -

The desired restructuring of the public sec-
tor is hampered by the administration’s
chronic obsessions, while the ''develop-
ment'' of private enterprise is impeded by
both investor pessimism and the distrust of
each (mostly foreign) interested entrepre-
neur. Against this challenging backdrop, the
Greek economy has to deal with an unwieldy
state and the known (and unknown) pres-
sures and perhaps even coercion of the in-
ternational markets. 

The main enemy in all this still remains
the Lernaean Hydra of Greek bureau-
cracy which has already spread to

every aspect of public and private adminis-
tration and entrepreneurship. To make mat-
ters worse, an outdated partisan unionism,
cumbersome and intimidating, stands firm
against any development or necessary
change.
These, however, are not the only difficulties
of the dysfunctional Greek reality: at the re-
cent hearing of the famous troika for mem-

The current picture of Greece, both within and, mostly,
outside her borders, does not satisfy anyone; 
on the contrary, it probably disappoints and frightens 
all Greeks. However, the changes needed to improve 
not only the economic, but also the political situation 
of the country, do not seem to be accelerating 
at the expected pace. 

E D I T O R I A L

bers of the parliamentary committee on
Economic and Monetary Affairs and the
committee on Employment and Social Af-
fairs of the European Parliament, the three
heads of the ECB, the Commission and the
IMF, stressed that the major problem for
Greece is the great difficulty in going against
entrenched interests. In this context, Jörg
Asmussen noted that the results in combat-
ing tax evasion have been disappointing
throughout this period. The representatives
of the Troika agreed that wealthy Greeks
still do not pay their share, freelancers are
under taxed, and employees and retirees
unfairly carry the burden of the fiscal adjust-
ment.
The IMF’s Paul Thomsen and Jörg Asmussen
of the European Central Bank argued that
the Troika’s intention is not to make Greece
poorer, but more productive and competi-
tive, and insisted that the troika’s policy had
not failed, but that Greece had not imple-
mented the necessary reforms with suffi-
cient vigour. In addition, Olli Rehn attributed
the failure of the implementation of the first
memorandum for Greece to the inability of
the Greek administration and the lack of
broad political consensus.

ECB representative Mr. Asmussen
pointed out that the prescribed med-
icine is indeed bitter, but the patient

can recover his powers if he follows the doc-
tor’s prescription, and warned the audience
against complacency, recommending that

"But don’t you realize the people are suffering?" 
"But don’t you realize 
it can’t be done otherwise?"
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- N Α Υ Τ Ι Κ Α 1 2 Χ Ρ Ο Ν Ι Κ Α  -

E D I T O R I A L

they shouldn’t foster any illusions regarding
the future of the country if it were to follow
other prescriptions.

The Greek MEPs’ line, as reported by
the international media, was "But
don’t you realize the people are suf-

fering?” to which the answer of the Troika
was a loud and clear "But don’t you realize
it can’t be done otherwise?"
It is clear that the Europeans had overesti-

mated the capacity of the Greek ad-
ministration to make quick, radical
and sweeping reforms. They were
unaware of the fact that no politi-
cian dares or is willing to stand up
to the vested interests of certain
businessmen, industries or trade
unionists. Both Paul Thomsen and
Jörg Asmussen made it clear that
the administrative inability "was re-
vealed gradually" and of course
Commissioner Rehn did not mince
his words when he clearly stated
that although it is the Greeks them-
selves who must take measures to
reform their country and carry the
responsibility for this, the re-
launching, under clear specifica-
tions, of the administrative control
and adjustment mechanism is now
the sole responsibility of the Troika

and the Task Force. 
It is a fact that all these public statements
by the Troika were not recorded adequately
and objectively by most Greek media. More-
over, the unstable Greek political system,
with its chronic introversion and clientelistic
dependence on voters, chose once again to
make Europe the scapegoat rather than
blame the 300 of the Greek Parliament and
their advisors and fellow "travelers."
Against this hazy backdrop, the Greeks are
called upon to choose whether they want to
change their image, and, therefore, em-
brace the proposals of the Troika, or to con-
tinue in uncertain paths by defaulting on the

state’s existing credit/contractual obliga-
tions and proposing a new (but certainly not
clear and tested) order of things.

In this troubled period, Greek shipping
continues to lead, although it no longer
has a healthy and safe haven –the safe

harbor, which up until today was the Attic
land, the birthplace of its operation and ex-
pansion. In all this uncertainty that sur-
rounds us, however, one thing is certain,
and that is that nothing will remain just as
we knew it until today. As we have written
before in the pages of Nastika Chronika, this
ticking time bomb, which could go off any
time, would leave nothing standing and in
its place.
It is up to each Greek to realize that in this
new order there is no room for complacency
and for rehashing of the past; what is re-
quired instead is a brave rallying and a rad-
ical overthrow of outdated obsessions which
have led us to the isolation of Europe. Today
we live and experience daily the demise of
a huge and eroded system which has fed on
the vanity and egomania of certain people.
It is certain that a new administrative and
operational model will be born – this new
form, which society will demand, has almost
matured. 

As to where this new order of things
will lead a society as troubled as the
Greek one, we cannot say. We do

hope, however, that our ships will not lose
their captain even aster this historic refer-
ence point we happen to be experiencing
and recording. The suspense continues...

I.G.B.

Today we live 
and experience daily 
the demise of a huge 
and eroded system 
which has fed 
on the vanity and 
egomania of certain 
people. It is certain 
that a new administrative
and operational model
will be born – this new
form, which society 
will demand, has 
almost matured. 
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Hellenic Chamber of shipping president Mr. George Gratsos
illustrated some of the points hampering the Greek ferry in-
dustry in a presentation to an emergency meeting for the
Cyclades islands.  22% of the lines' costs are due to VAT and
other levies.  A ship operating in Northern Europe with a
crew of 17 is obligated to operate with 31 in Greece.  And
while the islands are host to 60% of the tourists, state sub-
sidies go to the mainland, for example € 115 from every
Greek citizen goes to annual rail subsidies, while € 3.45 per
Greek citizen goes to supporting remote ferry routes. Unless
things change, the ferry industry and the island population
it serves are doomed.

Maersk Mc-Kinney Moller, died April 16th, at age 99.
He had taken over the helm of the company from his father
in 1965 and turned it into a conglomerate with a $60 billion
annual turnover.

The ripples from the national-
ization of Repsol YPF by Ar-
gentina have reached several
European shipowners who have
vessels chartered to YPF’s shipping

operation.  The effects are still uncertain.

April 14th was the 100 anniversary of the sinking of the
Titanic. It was the event that started the SOLAS convention
in 1914 and the IMO much later. The question is whether ship-
ping has learned the lessons stemming from major disa-
sters and accidents.  It is true that most significant new ship-
ping rulemaking has been formulated as a reaction to major

- N Α Υ Τ Ι Κ Α 1 4 Χ Ρ Ο Ν Ι Κ Α  -

April 2012:
N o t e w o r t h y  E v e n t s

By Panos Zachariadis
Technical Director 

Atlantic Bulk Carriers
Management Ltd

The yearly financial reports came in and Cosco reported
a 2011 operating loss of $ 1.7 billion!  Much of it was at-
tributed to “onerous” dry bulk charter contracts.  However, the
container division alone lost $ 1 billion.  In 2011, Cosco tried
to dispute many dry contracts with Greek bulk carrier opera-
tors, but subsequently backed down.  It is rumored that these
dry contract losses were the reason for the change of the head
of operations with Mr. Ma Zehua taking the helm from chair-
man Wei Jiafu.  Nevertheless, China’s giant shipping com-
pany’s liquidity remains strong. Collectively the container lines'
losses for 2011 amount to $ 6.5 billion. 

In light of such a slow market there was a record num-
ber of bulk carrier ships being scrapped in the first
quarter.  139 bulk carriers representing nearly 8 million
tons deadweight were sold for scrap.

Greek ferry lines and their passengers were hit by a 2
day strike by seafaring unions during the Greek Easter

holidays.  The lines have been
operating with large losses in
the last two years due to the
Greek recession and high fuel
bills.  In addition, high state
taxes and strict crewing re-
quirements are being blamed.
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accidents.  Since this “reactive” approach has its drawbacks (i.e.
waiting for an accident to occur in order to legislate measures
to prevent its recurrence in the future), a “proactive” approach
has gained popularity of late at the IMO.  This has manifested
itself with the so-called “Goal Based Standards” (GBS).  
These started reasonably well with a set of significant regula-
tions regarding the construction of bulk carriers and tankers
(until now the IMO has been involved only in regulating the op-
eration of ships and not their construction).  GBS for the con-
struction of bulkers and tankers include a reasonable mix of
prescriptive and Goal Based regulations i.e. broader safety
goals achievable by various means which the designer may
choose. Unfortunately, vested interests saw Goal Based Stan-
dards as the perfect vehicle to “deregulation”.  
Thus the abandonment of well tested "prescriptive" require-
ments is attempted in the name of "progress", "innovation",
"Risk Analysis", "Safety Level" and other such fashionable no-
tions. Practically, their argument is "tell us only the Goals and
don't bother how we will achieve them". In this context it is in-
teresting to remember that aster the shocking revelation that
the Titanic did not have enough lifeboat space for all onboard,
the first SOLAS convention was held mainly to require that
each person onboard must have a seat in a lifeboat. 
This regulation remained so until very recently. Nowadays un-
specified "alternate arrangements" are allowed, so that behe-
moth cruise ships of 8,000 passengers and crew can be built
and operated (with less lifeboats than the one man - one seat
principle would require). Their stability, fire safety and evacua-
tion arrangements are based on computer sostware simula-
tions using a good amount of statistics and probabilities. 
These "demonstrate" to the Goal Based rule makers that
the arrangements are "sufficient" and of "equivalent safety
level". The proponents of this approach want to expand it
to every part of the ship (e.g. thickness of steel structure)
which, according to them, should be determined by "risk
analysis" i.e. probabilities and statistics. While new methods
and tools are certainly welcome to expand on existing
knowledge, Greece has expressed to the IMO its objection
to such methods replacing well tested prescriptive regula-
tions which we know work well.
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Greece has always been a maritime nation.  Not only
has Greek shipping been a key element of economic
activity since ancient times, but love of the sea and

the freedom of spirit it represents are part of the Greek psy-
che.  Greece without shipping is as unthinkable as is shipping
without Greece .  The success of Greek shipping is a shining
example of what competition, hard work and talent can do.
At this historic juncture, the Greek shipping community not
only plays a vital role in helping rebuild the Greek economy
and in alleviating the hardships of those who have been ad-
versely affected by the crisis, it also serves as a reminder
that the Greek entrepreneurial spirit is alive and well.  One
of the keys to economic recovery and to Greece ’s future
prosperity is to unleash this entrepreneurial spirit in every
sector of the Greek economy. 

Just as we in the United States share the goal of a vi-
brant and healthy Greek economy, we also share a
commitment to peace and international security.

With the largest merchant fleet in the world, Greek shipping
is essential to the security of the global supply chain.  That
global supply chain has been threatened—and sometimes
interrupted—by the scourge of modern day piracy.  Com-

EXCLUSIVE INTERVIEW

Greek shipping 
is essential 
to the security 
of the global 
supply chain

By U.S. Ambassador to Greece
Daniel Bennett Smith

We must break the business model of the pirates by identify-
ing and apprehending the criminal conspirators who provide
the leadership and financial management of the pirate 
enterprise.  Industry cooperation is essential to this effort.

- N Α Υ Τ Ι Κ Α 1 6 Χ Ρ Ο Ν Ι Κ Α  -
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- N Α Υ Τ Ι Κ Α 1 8 Χ Ρ Ο Ν Ι Κ Α  -

EXCLUSIVE INTERVIEW

bating piracy requires both the international community
and the private sector to act jointly.  The shipping industry
must continue to implement industry-standard best man-
agement practices, and ensure that vessels flagged in both
national registries and abroad meet identical, high stan-
dards.  The decision by the Greek Parliament in March to
allow merchant vessels to employ armed security personnel
when sailing in pirate-infested waters is a positive step in
the fight against piracy, but there is more to be done.

We must break the business model of the pirates by
identifying and apprehending the criminal conspir-
ators who provide the leadership and financial

management of the pirate enterprise.  Industry cooperation
is essential to this effort.  Industry can share information
relating to pirate negotiators, negotiation tactics, and any
other relevant information.  Working together to share in-
telligence helps law enforcement officials to build cases
against pirates and expands our understanding of how pi-
rate networks operate, so that we are able to target further
their criminal enterprises.  In addition, governments must
begin to take more vigorous action to prosecute pirates.
Too osten, pirates are apprehended but then released when
governments refuse to take responsibility for prosecution

and punishment.  Without effective prosecution, pirates reap
enormous returns with relatively little risk.  Industry can be
an effective partner to governments in this regard as well.

We also share the goal of preventing nuclear prolif-
eration and, in particular, ensuring that Iran does
not develop nuclear weapons.  The United States

appreciates the cooperation and support we have received
from both the Greek government and the members of the
shipping community to enforce UN, EU and U.S. sanctions.
The financial transaction sanctions are already having  a
positive effect by reducing the Iranian government’s ability
to export crude oil and other products.  The EU embargo of
Iranian crude comes fully into effect on July 1.  Greece has
played an important role in supporting EU and international
efforts to deprive Iran of the means to pursue its nuclear
ambitions.

Despite the economic challenges facing Greece , there
is reason for optimism.  Having shown its resilience
in the midst of Greece ’s worst economic crisis since

World War II, the Greek shipping community stands as a re-
minder to all Greeks of the fortitude they have shown in
other moments of national crisis.  You are the proverbial
port in the storm.  With the certain knowledge that your
friends and allies support you at this moment, rededicate
yourselves to the task of making the changes needed to en-
sure a better future for Greece and all Greeks. 

Despite the economic challenges facing Greece,
there is reason for optimism.  Having shown its 
resilience in the midst of Greece ’s worst economic
crisis since World War II, the Greek shipping 
community stands as a reminder to all Greeks 
of the fortitude they have shown in other moments
of national crisis.  
You are the proverbial port in the storm.
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In the past the College has been a firm supporter of an
independent agenda on Maritime Transport Policy. How
informed are the peoples of Europe today on the role and
significance  of shipping in their everyday lives, and how
does the EU support actively and in practice the contin-
uation of Europe’s maritime heritage and know-how?   
Maritime transport makes an important contribution to the
EU economy, carrying about 84% of European external
trade  and about 38% of EU internal trade . European com-
panies and residents today control over 41% of the world’s
shipping fleet while 25% of the world fleet flies a European
flag. Official statistics indicate that the EU sea transport
services account for 175.000 jobs and 23.6 billion in terms
of value added, but if all associated activities are considered,
the total comes to 2.7 million jobs and a total added value
of over 200 billion Euros, including passenger ferry trans-
port and cruise ships. Europe is the fastest growing market
for cruise ships and also has the highest concentration of
ro-ro passenger ferries (over 70% of the world fleet).
While these facts and figures are freely available, we also
have to realise that especially those citizens living far from
coastal areas cannot directly link their everyday lives to
maritime transport services. Nevertheless, everyone will

- N Α Υ Τ Ι Κ Α 2 0 Χ Ρ Ο Ν Ι Κ Α  -

EXCLUSIVE INTERVIEW

In his first interview to the Greek Shipping press Vice

President Siim Κallas analyses his thoughts, aspirations

and initiatives on shipping and maritime affairs. Safety

and Security, employment and international relations

are among the Commission’s high priorities. The Com-

missioner feels confident that with the Europe 2020

strategy, the Transport White Paper and the EU Maritime

Transport Strategy, Europe has the right strategic

framework in place in order to adapt EU shipping to

global and regional challenges and thus maintain its

strong position in a fair competitive framework. Vice

President Callas supports the idea that global shipping

and global trade require open markets and a level play-

ing field for transport services, and in this respect, the

Commission has established a number of maritime

transport dialogues with States supporting global trade

and developing shipping powers in order to promote mu-

tual free market access and common approaches on sus-

tainable and quality shipping

The work of reviewing and preparing 
further safety measures and of ensuring
the correct transposition of existing 
legislation continues

The Vice President of the European Commission Siim Kallas
answers questions submitted by Ilias G. Bissias 
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I personally emphasise the positive aspects and achievements of 
shipping whenever possible. And I think the industry itself could play 
a larger role in that regard.
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have some emotions and memories when seeing a ship or
a port. This attraction of the sector is perhaps something to
dwell on more in the future, also in view of the ageing EU
workforce in our fleets. 
The Commission actively supports the growth and develop-
ment of different sectors dealing with shipping and mar-
itime affairs, what is commonly called maritime clusters.
These clusters are one of the sources of innovation and thus
help to maintain and create qualified jobs for our citizens
and economic activity along and beyond our European
coastline.    

Although the European Maritime Day was introduced as
an initiative to ameliorate the public image of shipping
and the maritime world, the Press has been reluctant to
host any favourable news from this industry, focusing in-
stead on disasters and shipwrecks. What strategy should
be followed in order to change the public image of this

sector that attracts only negative publicity?   
I think we have to differentiate between general press and
specialised press. The maritime transport related press
shows a balanced and comprehensive picture. It might be
different to the general press which seems to rather focus
on larger scale events and incidents, unfortunately osten
tragic disasters and accidents. It is up to all of us to also tell
the positive stories, which is one of the reasons the Euro-
pean Maritime Day was created. I personally emphasise the
positive aspects and achievements of shipping whenever
possible. And I think the industry itself could play a larger
role in that regard. 
Furthermore, from the Commission side, following on from
our Maritime Transport Policy until 2018, we are working
on re-launching the Quality Shipping Campaign.  This Cam-

paign recognizes that all industry sectors, both through their
associations and as individual entities, play an important
role in promoting quality, and that the co-operation between
all links in the maritime responsibility chain is crucial for
achieving effective results. In this context, it is also recog-
nized that industry self-regulation through voluntary codes
and commitments has contributory effects to safe opera-
tions and quality shipping.
As a concrete example, I have been encouraged in my dis-
cussions at the beginning of February with the European
Cruise Council following the Costa Concordia incident, where
their commitment to engage fully in the review of passen-

ger ship safety rules in the EU and at the International Mar-
itime Organisation (IMO) was evident. They are currently
conducting a thorough cruise industry-wide review of oper-
ational safety procedures and, as they identify measures for
improvement, they are implementing them with immediate
effect. I see this as interesting possible first step in the re-
launch of the Quality Shipping Campaign.
The European Commission also pays attention to quality
shipping through adequate training rules and decent work-
ing and living conditions on board by enforcing the interna-
tional standards from IMO STCW Convention and the ILO
Maritime Labour Convention.

Do you believe that in the coming decade Europe’s mar-
itime nations will be able to compete with the new

The European Commission also pays attention to quality shipping through
adequate training rules and decent working and living conditions on board
by enforcing the international standards from IMO STCW Convention and
the ILO Maritime Labour Convention.

EXCLUSIVE INTERVIEW
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emerging powers of the East, especially China, India and
Russia? What are your thoughts on the development of
new and highly competitive maritime centers and fleets
in the East that may limit Europe’s long standing lead-
ership in international seas? Is the Commission initiating
any reactions to this phenomenon?  
I am confident that with the Europe 2020 strategy, the
Transport White Paper and the EU Maritime Transport
Strategy we have the right strategic framework in place in
order to adapt EU shipping to global and regional challenges
and thus maintain the EU's strong position in a fair compe-
tition based on quality, sustainability and innovation and not
based on lowest costs linked to the lowest application of
safety or environmental standards. 
There have been instances of market distorting state aids
and lower labour standards. Enforcement of internationally
agreed rules is not equally ensured all around the globe.
Under these conditions, ensuring that high safety and envi-
ronmental standards are maintained without compromising
commercial success is a delicate balancing act. 
There are two main ways to address this problem: the first
is to harmonise global shipping rules and standards at suffi-
ciently high levels.  The second is to ensure that, in what is

a truly global industry, companies all over the world benefit
from equal access to markets everywhere, so that trade in
maritime services is liberalised.    
I can only repeat that global shipping and global trade re-
quire open markets and a level playing field for transport
services. The Commission has established a number of mar-
itime transport dialogues with global trade and shipping
powers such as the US, Japan and China and is intensifying
contacts inter alia with Brazil and India. These dialogues aim
at promoting mutual free market access and common ap-
proaches on sustainable and quality shipping. 

What is the present state of affairs and political relations
between the Commission and the IMO? How would you
comment on the initiatives of the previous Secretary
General Esthymios Mitropoulos and what would you ex-
pect from the newly elected Secretary General?  
Shipping is a global sector and so are its key challenges.
Piracy, climate change, air emissions, the safety of ships and
the training of seafarers to name just a few, are indeed
global issues and I believe the best way to address them is
through effective, global action.

The Commission has established a number of maritime transport dia-
logues with global trade and shipping powers such as the US, Japan and
China and is intensifying contacts inter alia with Brazil and India. These
dialogues aim at promoting mutual free market access and common ap-
proaches on sustainable and quality shipping. 
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The EU strongly supports the work of the IMO as the right
forum to address the challenges of modern-day shipping. In
addition to being driving forces in the development of new
provisions, the EU Member States are generally early rati-
fiers of the many IMO conventions, accelerating thus their
entry into force. 
The EU, which means the European Parliament, the Council,
the Member States and the Commission, support the IMO
work not only through agreeing new rules or enhancing ex-
isting ones within IMO, but also through robust enforcement
of international conventions by incorporating them into EU
law. The EU also supports the IMO through operational co-
operation, including through the use of the European Mar-
itime Safety Agency (EMSA). For example, EMSA plays a key
role in the implementation of the vessel long-range identi-
fication and tracking (LRIT) system mandated by the IMO
and facilitates cooperation with the LRIT data centres of
other IMO member states. 
Addressing piracy and pollution prevention are other impor-
tant areas where the EU works closely with the IMO. On
piracy, the IMO is working on many elements in conjunction
and cooperation with the EU, for example in the establish-
ment of a regional centre for the training of Somali coast
guards and other law enforcement personnel, and the EU's
Critical Maritime Routes Programme. 
In relation to pollution from ships, the EU Member States
actively work in the IMO to develop new provisions aimed at
reducing maritime transport's impact on our oceans and
seas, on their marine life and on the air we all breathe. This
is usually done through putting in place new legal instru-
ments, but also through operational support. 
However, the EU and its citizens expect the IMO to deliver
concrete, operational, and effective results in areas such as
improving the safety of ships and reducing pollution from
maritime transport.

The EU is pleased with the work of the IMO under the lead-
ership of the previous Secretary General, Mr. Esthymios
Mitropoulos. He led the organization through changing
times, when the focus on security and pollution prevention
rose high on the agenda. Many important Conventions were
adopted by the IMO during his terms in office.
Aster a decade marked to a great extent by a focus on secu-
rity, we would expect the IMO to look closely into issues of
safety again. In this respect, the EU looks forward to working
with the new Secretary General, Mr. Koji Sekimizu. His
proven knowledge of the maritime sector and long-standing
career in the IMO will surely help him to advance many diffi-
cult topics on the IMO agenda. Under his leadership, we ex-
pect the IMO to take a successful stride in the area of
passenger ship safety regulation and step-up efforts in ad-
dressing greenhouse gas emissions from ships, in line with
the Secretary General's ambition for a global measure to be
adopted by 2015. In addition, he has committed the IMO to
strengthen capacity building for anti-piracy activities, includ-
ing commencing a debate at IMO on the use of private
armed guards.
The EU and its Member States will continue to cooperate
very closely with the IMO Secretary General in order to
achieve these ambitious objectives.

Which policies on maritime transport would you like to
introduce before the end of your term of office as Com-
missioner for Transport? What are the major challenges
and obstacles that you have faced whilst handling this
vast portfolio on sea transport?  
In view of the economic relevance of maritime transport for
our society, but foremost in view of passengers, crews and
the environment, it is essential that this sector operates
safely. Through the adoption of the third Maritime Safety
package in 2009, the European Union has the highest mar-
itime safety standards worldwide and this is something I feel
we can be justly proud of. However, this does not mean that
we can sit back and relax. The work of reviewing and prepar-
ing further safety measures and of ensuring the correct
transposition of existing legislation continues.
Broadly speaking, the aim of our policy is to promote effi-
cient and sustainable quality shipping, which at least re-
mains competitive at global level, to increase the protection

The EU is pleased with the work of the IMO under the leadership of the previous Secretary Ge-
neral, Mr. Esthymios Mitropoulos. He led the organization through changing times, when the
focus on security and pollution prevention rose high on the agenda. Many important Conventions
were adopted by the IMO during his terms in office.
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of passengers and crews, to reduce the risk of environmen-
tal pollution, and to ensure that operators who follow good
practices are not put at a commercial disadvantage com-
pared to those who are prepared to take short cuts with
safety or the environment.
There are different ways of working towards these policy
aims. There are legislative measures, but equally important
are enforcement and implementation measures, learning
from best practices, as well as sost law measures and self-
regulation. The European Maritime Safety Agency plays an
important role in assisting the Commission and the Member
States. There are a number of proposals in the pipeline and
they all link together in the continuous improvement of
maritime safety and marine environment. I would like to
mention some areas we are considering for revision or up-
dating like the Vessel Traffic Monitoring legislation, the So-
cial Agenda, and issues relating to Marine Equipment and
Port Reception Facilities. I would however like to focus on
the ongoing Passenger Ship Safety Review.
No one will have missed that 100 years aster the Titanic, the
recent tragic sinking of the Costa Concordia brings vessel

safety back into sharp focus. Fortunately, the passenger ship
legislative framework has been under comprehensive tech-
nical review since 2010 with a view to upgrade the existing
framework for domestic passenger ships. We are also dis-
cussing measures to upgrade the stability of passenger
ships aster damage or collision. However, and without pre-
judging the on-going accident investigation, it seems atten-
tion must also be given to issues like evacuation concepts
and procedures, safety drills, bridge access procedures and
the selection, training, and assessment of officers and crew.
A 12-week public consultation on the measures was
launched in April, and as part of that, I hosted a stakeholder
conference on passenger ship safety in Brussels on 24 April
2012, which discussed the best ways forward.
Our aim and possibly main challenge in this exercise is to
increase the effectiveness of the safety rules for passenger
vessels in domestic voyages and the operational standards
of all passenger ships coming to or leaving EU ports. In ad-
dition, the issue of the safety of EU citizens using passenger
or cruise ships sailing in other parts of the world is also our
concern. Therefore and in parallel, the Commission will
bring forward proposals to the IMO to improve passenger
ship safety standards at international level. 
Once the outcome of the ongoing investigations into the
Costa Concordia incident is to hand we will consider if and
what further initiatives should be taken to that regard.
From the point of efficiency we have still some way ahead
of us in order to complete the EU internal market for ship-
ping services. While Member States are currently imple-
menting the Reporting Formalities Directive, we need to
remove the administrative barriers that still exist today. The
European maritime transport space without barriers is a
conceptual framework.  The recently completed Blue Belt
pilot project has provided important practical experience.
Now it is time to complete the missing pieces, fully imple-
ment the Blue Belt and furthermore enable the seamless
integration of short sea shipping into the door-to-door lo-
gistics chains. I intend to present to that regard a framework
on eMaritime to promote the use of modern information
and communication tools for businesses and administra-
tions involved in shipping and a set of measures regarding
the Blue Belt implementation.

Commissioner Siim Kallas was born in Tallinn, Estonia, on
October 2, 1948. He was appointed Vice-President of the Euro-
pean Commission in charge of transport in February 2010. From
October 2004 until February 2010 he served as Vice-President
responsible for administration, audit and anti-fraud. 
Before his appointment to the Commission he was an active par-
ticipant in the restoration of the Estonian statehood. Mr Kallas
served in Estonia as Prime Minister, Minister of Finance and Mi-
nister of Foreign Affairs. He was elected to the Estonian Parlia-
ment three times and held the position of the Chairman of the
Estonian Reform Party since the party's creation in 1994 until
November 2004, aster which he became the Honorary Chairman.
From 1991 to 1995 he was President of the Bank of Estonia and
from 1989 to 1991 he served as Chairman of the Estonian Cen-
tral Association of Trade Union. He also worked as Deputy Editor
of the Estonian daily newspaper "Rahva Hääl" (1986 to 1989).
Vice President Kallas graduated with an undergraduate and post
graduate degree from the Department of Finance and Credit of
the University of Tartu. I He is currently a visiting professor at
the same University.

EXCLUSIVE INTERVIEW
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Maritime world: A world leading
advantage for Greece

EUROPEAN MARITIME DAY

While the E.U. tries to return to growth rates in a
time of tough austerity programs, the maritime in-
dustry is still the key driver for European compe-

titiveness, social and economic recovery. Not surprisingly,
considering our strong maritime tradition in Europe and our
role as a leading global maritime power. Revealing these
competitive advantages was, inter alia, my priority when I
took the initiative in 2006 by propo-
sing the establishment of a European
Maritime Day, which was officially de-
clared and launched on 20 May 2008.
A day that reminds all European 
citizens that the E.U. has 320.000 km
of sea coast, a third of our population
lives on the coast, economic activities
at sea and on the coast correspond to 40% of E.U. GDP,
while 40% of trade in goods within Europe and 95% of ex-
ports outside Europe are carried out by sea. We should also
consider the fact that 80% of the volume of world trade is
handled by shipping and that almost half of the top shipown-
ing countries and territories are located in Europe. In this
context, Greek ownership controls an estimated 16, 2 % of
the world’s deadweight tonnage, while in terms of nationally
flagged fleets, the Greek fleet continues to be the interna-
tional driving force.

There is no doubt that the E.U. has to further develop
the potential offered by the different maritime sectors
by drawing a holistic and integrated strategy, address-

ing the new challenges that arise regarding not only the 
increased competition by developing regions, but also frag-
mented policies, intense use of natural resources as well as
new tools to advance research and innovation with the aim
of finding solutions that reduce time and cost,  improve

quality of services and protect the environment. Following
these trends, Greek owners seem to be acting decisively by
shisting strategic emphasis to new markets that are 
expected to grow within the following years. Let’s not forget
that in 2011, new vessels of record-breaking size were
launched in the global market, while new projects on the
expansion of facilities took place at international level.

But there are other priorities too. Greece needs to 
establish comprehensive policies in the areas of 
maritime transport and economy, new technologies,

coastal areas, offshore 
energy, fisheries, surveil-
lance of the sea, tourism,
protection of the marine
environment. The Greek
shipping industry is paving
the way for growth; there-
fore, the Greek state should

assist these efforts since crucial issues remain unresolved.
There is an urgent need to reestablish a ministry that will
bring the shipping industry back to the table, resolve key
problems, speed up procedures and eliminate bureaucracy.
These are steps that should be taken considering
the credit crunch that is hitting family owned
shipping firms of small to medium size and
the need to effectively manage piracy
cases on an ad hoc basis. 
It’s our choice whether to unlock the po-
tential in the maritime industry or to let
the challenges become a barrier 
to growth. Given the unfavorable 
economic and social circumstances,
such a competitive advantage should
not remain unexploited.

The Greek shipping industry is paving the
way for growth; therefore, the Greek
state should assist these efforts since
crucial issues remain unresolved.

By Rodi Kratsa-Tsagaropoulou
Member of the European Parliament
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The end of World War II found Greece in a dire financial
situation; huge efforts and sacrifices were needed in
order for the country to stand on its own two feet

again. The most important contribution that helped the
country in its time of need, 
assisted in overcoming poverty,
and participated in regaining the
country’s strength and glory was
the Hellenic Commercial Ship-
ping Industry.
In those days the Hellenes had
no option but to become immigrants or, something a little
bit less painful, turn to Greek Commercial Shipping in the
hope of solving their pressing financial problems and ulti-
mately find the way towards growth, prosperity and stabi-
lization of the Greek Economy.
Today, once again, we have unfortunately crossed the
threshold of a very similar situation and we find ourselves

on the brink of a major financial collapse.
It is more than obvious that the Hellenes,

driven by their history but also by their na-
ture, will walk once again the same paths.

Sadly, we are already witnessing
young people leaving our country,
pressed by unemployment and the

lack of hope, trying to find opportunities
elsewhere. Undoubtedly the next

step is to turn again to the sea.
Many times in the past I have

talked about the pressing need to create new maritime
academies and to upgrade the already existing ones. It is
crucial that we finally give nautical education the attention
it deserves. We need to create an education that will be 
respected worldwide.

Of course the country’s economic situation is not as it
used to be some years ago; needs have multiplied and
available funds have dramatically decreased. 

However, we must identify our priorities and put them in 
action to help our country build a new brighter future.
The worldwide shipping sector which is clearly controlled by
the Greek Ship-Owners offers the perfect new start for our

country. All stakeholders must be encouraged to participate
in this giant effort. The chain starts from the state’s willing-
ness to create the necessary infrastructure and it continues
with all of us supporting these structures, leading the young
people towards this direction! We have no option but to 
become great through shipping, not only as Greek Ship-
owners but as a nation.
The state must create such bodies / organizations that will
not only deal with the training of seamen, but will also find
ways to lure as many as possible from the new generations
thus creating a competent workforce to occupy new working
positions in the shipping sector.
As you are all aware there are other peripheral activities to
shipping; activities such as insurance companies, P & I Clubs,
arbitration etc. We have shown over the years that in this 
industry we thrive! Why not create such organizations our-
selves to support Greek Shipping and through Greek Shipping
support our country?
We have the knowledge, we have the status and we are the

By G.A. Sarris
President & Managing Director 

of Enterprises Shipping & Trading S.A.

OPINION

Today Greece needs
synergies

Many times in the past I have talked about the pressing need to create
new maritime academies and to upgrade the already existing ones. It is
crucial that we finally give nautical education the attention it deserves.
We need to create an education that will be respected worldwide.

- N Α Υ Τ Ι Κ Α 3 2 Χ Ρ Ο Ν Ι Κ Α  -
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biggest player in shipping, therefore, if we manage to build
the infrastructure that is presently missing around shipping
there is no doubt that, apart from the Greeks, there will be
others that will follow.
Finally, I strongly believe that each and every one of us, the
“elders” of Greek Commercial Shipping, must find our own
ways for the further development of our trade both on a com-
mercial as well as on an employment level.
Today Greece needs synergies; synergies with financially pow-
erful countries that have shown interest to invest in the Ship-
ping Sector.  We can offer our “knowhow” and create joint
ventures and strong ties of mutual benefit.

Based on this thought, and taking into consideration
the traditionally excellent relations between the
Greeks and the Arab world, I wish to applaud an in-

teresting idea conceived by the University of Piraeus and its
distinguished professor Andreas Merikas to launch the first
Greek-Arab Maritime Forum that will take place next Sep-
tember in Athens.  This forum will serve many a purpose.  It
will have two parts; the first part will be educational and it
will enhance cooperation between universities and students,

and the second part will welcome prominent figures from
the shipping sector, both academic and industrial, as well as
representatives from the Arab world.
The aim of this forum is to bring into contact Greek Shipping
and the Arab world and to create synergies that can only re-
sult in a win-win situation for everyone involved.
I believe that the timing is ideal as today the market has hit
rock bottom and an interest for investments in shipping has
began to surface. This is the time that our friends the Arabs,
disappointed by their real estate investments, are starting
to show great interest in shipping and they need our assis-
tance i.e. the expertise of the Greek shipping community in
order to initiate their efforts in this industry.

The timing, the need, the matching cultures, are all
there! Let’s do something about it. I take this oppor-
tunity through your magazine and this article firstly

to congratulate Prof. Merikas for his initiative and also to
urge all my distinguished colleagues in Greek shipping to
show their full support in this effort that could perhaps lead
to new paths and opportunities for ourselves, our children
and our country.
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INTERVIEW

Greek shipping companies managing tanker vessels
have competitive advantages that allow them to secure
long term relations with leading international oil majors.
In which areas can Greek companies offer superior serv-
ices today and how can a shipping company face new
competitors from the East? 
The Greek fleet has been vastly modernized, and the quality
of services offered to charterers is, in my opinion, at least
equivalent to what is offered by the competition, if not bet-
ter. The main reason for this is that the Greeks are "long
term" shipowners and seamen by profession; they will not
opt for a quick profit and then invest elsewhere; they have
the knowhow of ship management and have realized by now
the importance of shipping for the survival of our country.
The current unemployment situation will lead better edu-
cated people to sea and to the shipping offices. This will en-
able us to improve and offer more to our clients. Nobody
wants the far easterners to dominate shipping in a way that
will allow them to control the world economy more than
they do today. To compete with the Far East, we will have to
create long term synergies that will enable western
economies to survive.

An interview to Stavros Hatzigrigoris
Managing Director of Maran Tankers Management Inc.

Is the current crisis in the shipping world a major turning
point that may lead the Greek shipping community in a
difficult stand thus challenging its leading position? Do
you perceive this ongoing crisis as one of historical im-
portance?
Yes, I do. The main factors that lead me to believe this are:
-The protracted world financial crisis which, in my opinion, can

only be solved if we see deep structural changes in the
way the world economy operates.

-The problem is that even if changes are imple-
mented, it will take time to bring the world econ-
omy back to a healthy and stable status.
-The imbalance between the supply and de-
mand for ships.
-The excess shipbuilding capacity in China, lead-

ing towards a "China Inc" model, i.e. Chinese yard,
Chinese owners, Chinese financing and

Chinese cargoes/charterers.

Greece is losing its youth
We should not let the same thing happen
to the Greek shipping industry

Maran Tankers Management Inc., a company within the Angelikousis Group, is one of the

leaders in Greek Shipping. A firm supporter of the Greek Flag and a continuous pioneer in

technological excellence, the company has achieved international acclaim and has con-

tributed to the changing image of Greek Shipping in the international maritime fora.

Stavros Hatzigrigoris, Managing Director of Maran Tankers, talks about the competitive 

advantages of the Greek fleet as well as the current fears and aspirations in this frustrating

and challenging era for the world economy and trade.

- N Α Υ Τ Ι Κ Α 3 6 Χ Ρ Ο Ν Ι Κ Α  -
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A majority of owners believe that some charterers’ re-
quirements nowadays seem unreasonable in these trou-
bled times and need further reexamination? Do you agree?
No, I do not. Pressure from clients will push us to improve
the quality of the services we provide. Sometimes the real
focal points are lost; this can be corrected by initiating a
more open and sincere dialogue with our charterers in
order to make them understand our view on how to improve
safety, protect the environment and fight complacency.
Charterers need shipping to remain efficient, just like we do.

Is cash liquidity the biggest obstacle for an operator
today? How detrimental is the shrinking finance offered
by Greek banks to ship-owners?
Excessive and easy financing could cause more problems
long term than the lack of financing itself. Without being a
shipowner myself, my feeling is that financing will be avail-
able for people who are careful with the investments they
make. As for the financing that the Greek banks have offered
in the past, I believe that banks have lost quite a lot of
money on projects that should have never been initiated in
the first place. What Greek banks have to realize is that they

may be safer selecting an appropriate portfolio of
shipowner clients, rather than buying Government bonds or
other fancy financial products.

Your company is a firm supporter of the Greek flag. What
are the main reasons behind this strategic decision?
How costly is this decision at the end of the day? 
I believe that despite the fact that there is a lot of room for
improvement in the education offered to seagoing officers
in Greece, Greek officers are among the best professional
seamen I have met. Seamanship is in our blood. Operating
under a national registry instead of using a flag of conven-
ience, and having an administration to support a shipowner
in case of need is an additional advantage. Greeks are more
loyal to their national flag ships.
The cost of employing Greek officers and foreign ratings
may be 20 % more expensive than when utilizing an all for-
eign crew, but if we compare the standard of maintenance
that can be achieved on well managed Greek ships, the total
operating expenses and the off service days, I believe that
we still have a competitive advantage - an advantage that
we need to fight to maintain.

Seamanship is in our blood. Operating under a national registry instead of using a flag 
of convenience, and having an administration to support a shipowner in case of need 

is an additional advantage. Greeks are more loyal to their national flag ships.

INTERVIEW
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INTERVIEW

What are the main bureaucratic obstacles that the Greek
shipping register faces today?
The absence of a ministry dedicated to shipping and the lack
of dialogue between Government and shipping professional
bodies.

The ongoing crisis in the Greek economy has led to an
unprecedented rise in unemployment. What are your
company’s expectations when employing young cadets
at sea and/ or executives ashore?
Good cadets mean good officers and good and competent
officers mean safe and efficient operation of ships. Safe and
efficient operation means that Greek shipping can maintain
a competitive advantage and its presence in our country.

Greek shipping companies need a safe haven in which to
operate. How troublesome for the everyday operation
of a company is the political and economic fragility of
our country? Does this ongoing critical situation in
Athens lead the shipping community to an isolated and
intimidating position?
The problems which have been created in Greece cannot be

solved in one or two years. We must remain patient and not
rush to make decisions that we may later regret. Greece
today is losing its youth which is seeking employment
abroad. We should not let the same thing happen to the
Greek shipping industry.

The Posidonia exhibition is an international Forum for
the shipbuilding and ship repair communities of the
world. As a Marine Engineer have you lost hope for this
part of the industry in our country?
Europe cannot remain competitive in shipping unless Brus-
sels (who are responsible for what is happening in Europe
today, in the same way that Greek governments are respon-
sible for what has happened and is currently happening in
Greece) revise their policy and try to bring manufacturing
back to our area. In the 60s more than 80% of the world
shipbuilding capacity was located in Europe; today this is
less than 5 %. Who is responsible for this, if not the Euro-
pean governments and Brussels? I feel that it is time to re-
think European policies and to try to create more jobs and
generate income instead of supporting ill thought global-
ization policies.

Good cadets mean good officers and good and competent officers mean safe and
efficient operation of ships. Safe and efficient operation means that Greek shipping
can maintain a competitive advantage and its presence in our country.
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Introduction
Formal Safety Assessment (FSA) was introduced by the 
International Maritime Organization (IMO) as “a rational and
systematic process for accessing the risk related to 
maritime safety and the protection of the marine environ-
ment and for evaluating the costs and benefits of IMO’s op-
tions for reducing these risks”. 
Recent developments as regards FSA have been numerous
and they have mainly moved along two parallel tracks. The
first track has been via IMO’s Marine Safety Committee
(MSC) and involved the review of a number of FSA studies
submitted to the IMO and the amendment of the FSA guide-
lines so as to improve FSA. The FSA studies concerned LNG
carriers, container vessels, crude oil tankers, cruise ships,
and RoPax ships, among others.
The review of these FSA studies was by a specially esta-
blished Expert Group.  This Expert Group submitted a series
of reports on the reviews of these FSA studies. Based on
these reviews, the Expert Group also went on to recommend
some revisions in the FSA guidelines, a process that is on-
going. The FSA study on crude oil tankers has not yet been
reviewed by the Expert Group for reasons that will be 
explained later.

Environmental criteria
In parallel to the MSC, the MEPC has been considering since
MEPC 56 (2007) the issue of the inclusion of environmental
risk evaluation criteria within FSA. Progress on this subject
has been rather slow, as divergence of opinion among stake-

holders was more frequent than agreement. However, aster
4 years of discussion by various Correspondence and Work-
ing Groups, MEPC 62 (2011) reached an agreement on the
subject, and relevant amendments to the FSA guidelines
were recently proposed. Below we summarize the main el-
ements of what was achieved.
As early as MEPC 55 (2006), the IMO had decided to see how
FSA could be extended to cover such criteria. A major topic
was the definition and analysis of risk evaluation criteria for
accidental releases to the environment, and specifically for
releases of oil. Discussion on this matter was sparked to a
significant extent by a report by EU project SAFEDOR, which
defined the criterion of CATS (for “Cost of Averting one
Tonne of Spilled oil”) as an environmental criterion. If a Risk
Control Option (RCO) costs ΔC and averts ΔV tonnes of oil
that would be spilled, CATS is defined as the ratio of ΔC/ΔV.
According to the CATS criterion, a specific RCO for reducing
environmental risk should be recommended for adoption if
the value of CATS associated with it is below a specified
threshold, otherwise that particular RCO should not be rec-
ommended. In the SAFEDOR report, a threshold value in the
neighborhood of USD 60,000 per tonne of spilled oil was
postulated for CATS, based on a series of modelling and
other assumptions.  
The issues of primary importance that triggered the debate
at the IMO on environmental criteria were both the CATS
criterion and its suggested threshold value of USD
60,000/tonne. By extension, the adequacy or inadequacy of
using any single dollar per tonne constant figure as an en-
vironmental criterion was also a critical issue to be dis-
cussed. Various spill cost data over the years suggested the
following average cleanup costs worldwide (USD /tonne,
1999 dollars):  6.09 (Mozambique), 438.68 (Spain), 3,082.80
(UK), 25,614 (USA) and even the extreme value of 76,589
for the region of Malaysia (Etkin, 2000).  The Exxon Valdez
37,000-tonne oil spill had a cleanup cost of USD
107,000/tonne (2007 dollars), whereas the cleanup cost of
the Braer 85,000-tonne oil spill was as low as USD 6/tonne.

By Harilaos N. Psarastis
Laboratory for Maritime Transport

National Technical University of Athens

SAFETY

FSA: what now?
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At least all of the above testify to the broad variation of 
values on a per tonne basis, which would make the use of
any single dollar per tonne figure questionable.
The delegation that brought this set of considerations to the
IMO was Greece, which drew attention to these and other
related issues. MEPC 57 (2007) noted that further work, 
including more research, was needed on the subject, and
agreed to establish a Correspondence Group, under the 
coordination of Greece, in order to review the drast Environ-
mental Risk Acceptance Criteria in FSA, and submit a 
written report to the 57th session of MEPC. The author of this
paper was assigned the task to chair the Correspondence
Group, something that lasted 4 years, until MEPC 60 (2010).
Discussion in the Correspondence Group was rather difficult
and divergence of opinion was very common on many 
issues. One of the first issues recognized was that spill size
(typically represented by the volume of oil spilled) was not

the only determinant of the severity of an oil spill accident.
In addition to spill size, there are a number of other para-
meters that can have a significant impact on the severity of
an oil spill, such as oil type, location, weather conditions,
season, geomorphology of the shoreline, and others. Even
so, aster considerable discussion, it was decided to use spill
volume as the variable on which estimates of oil spill cost
could be made, realizing that there could be considerable
variance (scatter) in these estimates.
In that context, and endorsing the deliberations of a Working
Group, finally MEPC 62 (July 2011) reached an important
conclusion, that a volume-dependent non-linear spill cost
function should be used. This function is given by Table 1
below. 
So MEPC 62 endorsed the consolidated spill database that
was developed to support this analysis and the above fun-
ctions, although it made clear that FSA analysts are free to
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use other formulae, so long as these are well documented
by the data.  MEPC 62 also decided to put the consolidated
database in the public domain. MEPC 62 also agreed to
package the main recommendations of the discussion on
this topic in the form of an amendment to the FSA guide-
lines, and forwarded this to IMO’s MSC for further action. 

Open issues
Even though certainly MEPC 62 reached an important mile-
stone in terms of converging on a difficult topic, at the same
time there are several open issues. In our opinion these
mainly stem from the considerable if not excessive latitude
that the amended FSA guidelines provide to the FSA analyst
in performing an environmental FSA. For instance, there is
room for the following ‘tools’ to be used, all at the FSA 

analyst’s discretion:
The first of these tools is not new and it concerns the so-
called “assurance factor”. This factor is supposed to repre-
sent society’s willingness to pay to prevent an oil spill
instead of sustaining its damages. Thus far there has been
no agreement on what this factor might be, even though
there is a clear belief by some IMO delegations that this fac-
tor should be well above 1.0. On the other hand, some other
delegations have suggested that this factor should not be
the object of a FSA study but should be lest for policy makers
to decide. As things stand, the value of this factor is open,
and FSA allows any value, so long as it can be well docu-
mented.
The second of the ‘tools’ in which the FSA analyst is given
considerable latitude to use in an environmental FSA is the

so-called “uncertainty factor”. This is a concept that has
come up only very recently, and is supposed to represent
the fact that if the recorded costs of a spill are (say) USD
100, the real costs of that spill may be higher (say USD 150),
the 50% difference being the uncertainty factor. In other
words, what this factor does is to reflect the fact that some
spill costs cannot be captured and are uncertain. 
The third potential ‘tool’ that came up at MEPC 62 (and in
that sense, it too came up very recently) is the possibility to
perform a regression analysis not at 50% (as is standard in
all regressions) but at a level different from (and likely
higher than) 50%. This is another new idea, not seen before
anywhere in FSA studies in the past, and which, if it were to
be used, would conceivably change their outcomes. This
means that the FSA analyst would be able to choose a
higher regression line (for instance at the 80% or 90% level)
if properly justified. In the oil spill context, a higher regres-
sion line would also raise spill costs, as only high cost spills
would be lest in.
What may be ultimately at stake here is not entirely clear.

But suffice it to say that the FSA on crude
oil tankers has recommended the manda-
tory adoption of some RCOs that would
drastically change the design of tankers in
the future. These include increased side
tank widths and double bottom heights. It
is critical to point out that these RCOs
were found cost-effective based on a CATS
threshold of USD 60,000 /tonne and a

constant per volume oil spill cost. These RCOs would not be
cost-effective if the non-linear oil spill total cost functions
endorsed by MEPC 62 were applied. 
However, if suitably chosen assurance factors, uncertainty
factors, regressions higher than 50%, and different, ‘tailor
made’ spill databases are used, this outcome could very well
be reversed.  The crude oil tanker FSA has still not been re-
viewed by the FSA Expert Group, due to the fact that up until
recently the CATS issue had not been resolved. 
It would be interesting to see the outcome of that review
when the study is taken up by the FSA Expert Group, some-
thing that is anticipated to take place in the fall of 2012.
This will take place aster MSC hands over this FSA study to
the Expert Group. At the time this paper was being written,
the outcome of this process was not known.

Table 1.
Non-linear total spill cost functions 
(V is spill size in tonnes)

FSA on crude oil tankers has recommended the
mandatory adoption of some RCOs that would
drastically change the design of tankers in the
future. These include increased side tank 
widths and double bottom heights.

Spill dataset
(data from IOPCF, 
USA and Norway)

Total Spill Cost
(2009 US dollars)

All spills 67,275 V 0.5893

V>0.1 tonnes 42,301 V 0.7233
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IMO: It takes courage to admit 
your mistakes

shipping however, which had sufficient experience from op-
erating both double and single hull bulk carriers, knew from
experience that this was not the case.  When they started
digging into the study, they discovered that indeed the study
showed the same thing, i.e. that double hull bulkers were
less safe than single.  Only nobody seemed to have bothered
to read the voluminous study.  They just read the cover page
which said “here is our study that shows double hull bulk
carriers are safer”.  
So at the adoption stage, Greece was able to show to all that
the decision they were about to take was wrong.  Normally
that should suffice.  Not so fast…..  In politics “saving face”
is as important as taking the right decision.  (You don’t have
to look far.  This is the main reason that current European
economic policy continues to push for austerity measures
which simply produce the opposite than the desired results.
It is because the German Government does not want to
admit that austerity in a recession is a mistake.  The result

is the great suffering
of many millions of
people in Europe).  So
the harder task for
Greece at that historic
IMO session was to
convince the mem-
bers of the IMO to
admit they were
wrong and to reverse
their decision before

great damage was done to shipping.  Thankfully, the major-
ity of members were brave enough to admit it, or at least
admit they hadn’t read the study and were thus mislead by

- N Α Υ Τ Ι Κ Α 4 6 Χ Ρ Ο Ν Ι Κ Α  -

By Panos Zachariadis
Technical Director 

Atlantic Bulk Carriers Management Ltd.

INTL FORA

Admitting your mistakes is courageous enough. Taking
action to correct them is brave. But when this occurs
within the IMO, it certainly is not usual.

One notable example of brave mistake correction by the IMO
was the issue of double hull bulk carriers in 2004, where the
regulation was withdrawn at the final
“adoption” stage, having already passed
the “approval" stage.  Once the approval
stage of a regulation is passed, its ado-
ption is considered just a formality.

Without getting into the details
of the issue, members of the
IMO had given their approval

for all bulk carriers henceforth to be of
mandatory double hull construction
similar to tankers.  They based their decision on a huge
study coordinated by the United Kingdom which (allegedly)
showed that double hull bulk carriers would be safer. Greek

What will happen in times of good world
economy when world trade starts expan-
ding again requiring faster speeds?  
If the existing fleet is prevented from
speeding up, then either more ships will
have to be built to serve world trade de-
mand or trade will simply be stifled. 
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others (kind of like the Greek politicians who voted for the
MOU with the Troika (EC/ECB/IMF) without having read it).

The latest case of a similar brave action from the IMO
involves the Bahamas.  The Bahamas had submitted
its Market Based Measure (MBM) proposal to IMO,

which was one of eleven MBM proposals submitted by var-
ious member states.  Following the development and adop-
tion of EEDI by IMO, which is a technical (design) measure
for CO2 reduction, MBMs aim to be operational measures
for CO2 reduction, i.e. measures which will provide “incen-
tives” for the operator of the ship to reduce the fuel con-
sumption and thus the CO2 emissions.  In reality the
“incentives” are penalties.  The more CO2 emitted by a ship
the bigger the penalty, either in the form of a flat tax on fuel
or the purchasing of emission trading allowances or other
hybrid schemes according to the proposals submitted.
The Bahamas, noting that all 10 proposals submitted so far
were in reality a penalty on world trade, tried to come up
with an alternative proposal based on “technical measures”
where each ship would be required by regulation to improve
its performance (reduce its fuel consumption) over the
years.  The proposal required that each ship's recent per-
formance be measured (over the last 3 years or so) and then
mandatory fuel consumption reductions would be imposed
in the subsequent years of the ship's operation.  These re-
ductions could be effected in any way the owner chooses,
from speed reduction to regular hull cleaning or installation
(retrofit) of energy saving devices.  

This well meaning proposal sounds reasonable at first
glance but when one starts examining it in detail, the
problems with its actual application become evident.

For example, what will happen in times of good world econ-
omy when world trade starts expanding again requiring
faster speeds?  If the existing fleet is prevented from speed-
ing up, then either more ships will have to be built to serve
world trade demand or trade will simply be stifled.  Building
and operating more ships than really needed will lead to
more CO2 emissions than using the existing fleet at full
speeds while, in both cases, trade and prosperity suffer (ei-
ther by oversupply of ships or by slow speeds which result
in lack of cargo carrying capacity).  But apart from that, the
practical problems of how to measure the ship’s current
performance, which will serve as the starting base, are ob-
vious.  Even if that could be measured, we are now in a slow
market where ships are proceeding at slow speeds, i.e. at
low fuel consumption.  If this is taken as the starting per-
formance point, requiring further fuel reductions in the fu-
ture is not reasonable.  Furthermore, assuming that
significant reductions can be achieved by the various "mag-
ical" energy saving devices (ducts/fancy propellers etc) is
also not reasonable.  These devices are overrated by their
manufacturers, whereas recent studies show their energy
reduction potential to be nearly negligible in most cases.

So the Bahamas listened to the industry (ship opera-
tors) which kept expressing their concerns.  They eval-
uated the concerns and did the brave thing: they

withdrew their proposal.   A rare example of honesty and
courage deserving our admiration. 
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In the last 60 years international trade has grown at a
more rapid pace than the World's Gross Domestic Prod-
uct.  Comparatively, since the 1990’s, the volume of in-

ternational trade has grown 3 times faster than the world
economy.  On the contrary, aster the collapse of Lehman
Brothers and the beginning of the financial crisis in 2008,
the contraction of world trade was much sharper than the
decline of the world economy.  In 2009 the World Gross Do-
mestic Product decreased by 2. 2% while trade decreased
by 14.4%.

Taking into consideration that 90% of world trade is
transported by sea with vessels of various types, we
understand that any fall in world trade has a direct im-

pact on the industry.  If this decline in trade coincides with
an oversupply of vessels, then the phenomenon of what
could be characterized as a “Shipping Crisis” comes into the
limelight.   In simple words, a “Shipping Crisis” is identified
when the employment rates of vessels face a dramatic re-
duction, even below operating expenses, for a long period
of time, either by factors that are exogenous to Shipping
(world economy, political factors, wars, tariffs, etc), or en-
dogenous, i.e. clearly internal factors such as the asymmet-

rical increase in the existing demand, not only in
the number of vessels, but also, in some in-

stances, in their capacity 
At the present time, the Shipping industry
faces both of the above conditions.  In
2010, we witnessed a considerable recov-
ery of the world economy, but then the neg-

ative fiscal developments in the
developed countries, revealed by

the financial crisis of 2008 and
the slowdown of the developing

countries, in conjunction with
the overwhelming supply

of vessels, resulted in what is described above as a “Shipping
Crisis”. 

Exogenous factors
At the present time, developed countries and more specifi-
cally Europe (the Eurozone) which is already in a recession-
ary environment, but also the USA, have to resolve huge
fiscal problems - budget deficits which require time, thus we
do not expect a drastic reversal in the immediate future, i.e.
in the next 16 to 18 months. 
On the other hand, Asia - with the exception of Japan which
was also affected by the earthquake - and more specifically
China, demonstrated high rates of growth that are accom-
panied nonetheless by the dragon of high inflation.  For
2012 the Chinese economy is expected to slow down com-
pared to the previous decade’s growth rates, to a growth of
8.2% - which is considered a sost landing.  The worst sce-
nario for China however, which does exist but so far is well
handled or hidden, is the real estate bubble and the repay-
ment of loans provided by the banks to local authorities and
municipalities.  
During 2012-2013, growth in emerging and developing
countries worldwide is expected to average 5.75%, a signifi-
cant slowdown from the 6.75% growth during 2010-2011;
developing Asia is projected to grow by 7.5% for 2012-
2013, a downward revision of 0.75%.  
According to the IMF, overall world trade is estimated to
grow by 3.8% in 2012 and 5.4% in 2013, 2% and 1% down
than previously projected.  This reflects the deterioration in
the external environment, as well as the slowdown in do-
mestic demand in key emerging economies. 

Endogenous factors
The most important endogenous factor in shipping is the
supply of tonnage which of course is determined by exoge-
nous factors since during a period of a booming World econ-
omy trade grows geometrically and the expected reaction
by the shipping community is to increase / expand the world
fleet by placing orders. This is exactly what took place be-
fore, during, and a little aster the collapse of Lehman Broth-

By George Logothetis
CFO  George Moundreas & Company S.A. 

Finance & Research

REPORT

The Mirror has two faces:
Identifying a Shipping Crisis
(and why we need 
to understand Shipping cycles) 
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ers, a period characterized by an enormous amount of New
Building orders driven by the huge employment rates and
the endless availability of finance, all of which suddenly
came to a halt resulting in a large number of vessels lacking
finance and orders being postponed or cancelled. Notably,
dry bulkers saw a 10% capacity increase while demand grew
by only 3-4%, and crude oil carriers saw a 7% capacity in-
crease while demand growth was only around 2-3%.     
The current picture as of February in terms of order book is
that China had 2.386 vessels with 149.1 million DWT, South
Korea 1.103 vessels and 106.6 DWT and Japan 684 vessels
and 52.7 million DWT.  The current global order book stands
at 5.623 vessels, 2.253 fewer than at the end of 2010.  Last
year a total of 2.599 vessels were delivered, and new orders
were received for 1.253 vessels – 365 of these were bulkers
and 225 containers.  Deliveries in 2011 were also domi-
nated by bulkers at 1.173 vessels, followed by 362 tankers
and 190 containers. 
New vessel deliveries planned for 2012 are projected to see
an increase of 12% or a net increase of around 6% due to
the promising scrap rate which, if it continues at the first 4
months pace, will reach a record level. 

Shipping cycle and adjustment

Understanding the Shipping cycles plays an important role
in the decision making process.  Shipping cycles are not reg-
ular as they follow a loose sequence of ups and downs.  The
duration of a complete shipping cycle is about 7 years and
includes the following stages: trough, recovery, peak and
collapse.  If we assume that the current cycle will follow the
7 year trend, then one could claim that we are in the middle
of the cycle which began with the collapse of Lehman Broth-
ers in September 2008.  The critical question that needs to
be answered however is what stage are we in, since we can-
not assume that each of the four stages within the 7 year
cycle has an equally distributed duration of 1.75 years.
The general feeling however is that the shipping industry
will continue to operate in a challenging and fragile environ-
ment for the next 12 months before entering the actual re-
covery stage and not a temporarily up. 
In the meantime, unless cargo demand increases by an
equivalent or greater amount, market conditions in 2012
could be just as challenging as 2011, from the standpoint
of the supply-demand dynamics for vessels.
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Is it a right time to invest now?

MARKET ANALYSIS

Well to most shipowners with a long shipping tradi-
tion, it is obvious. Shipping is a highly cyclical and
greatly volatile industry faced with great risk and

uncertainty. Its capital intensive nature requires large sums
of money to be placed under significant risk. At the same
time, being such a highly cyclical and hugely volatile market,
offers the ability for great returns to be made if the market
is played right and what most of the veteran “Shipping Peo-
ple” will tell you is that money is made during the shisting
of market conditions. This is all the more evident if one com-
pares over the past two decades the average level of earn-
ings against the average asset value of the vessels
themselves. If you compare these two together, the average
rate of return is at much the same levels given by most “A”
class government bonds, though the risk involved in ship-
ping is significantly higher. 
Yet the question still remains, is it a right time to invest
now? And if yes why have we seen such a drastic drop in the
secondhand sales and newbuilding orders since the start of
the year. The truth is that since 2010, shipping has faced a
great number of other problems as well, besides that of the
overcapacity of vessels and low freight earnings. The large
gap that has been created in the ship finance sector due to
the credit crunch of 2008 and the subsequent rapid decline
in asset values, has lest many shipowners without the finan-
cial backing needed for them to invest in new shipping as-
sets. What is significantly worse is that as banks have been
trying to limit their exposure to shipping over these past two
years and many of them have been even trying to sell their
ship loan portfolios, they have been rejecting sound invest-
ment proposals and in some cases even requests from 
existing clients for small credit lines which would assist the
owner with cash flow issues. 

By George Lazaridis, 
Senior Research Analyst, Intermodal Shipbrokers

As everyone returns to Greece for yet another Posidonia
event and with two years having gone with significant
changes being seen in the Shipping Industry and the
global economy as a whole, one wonders what obstacles
still ley ahead for shipowners in these troubled times
and are there really any opportunities to be taken ad-
vantage of? The truth is that much of the brunt of the
storm caused by the financial crisis of 2008 has sub-
sided, despite there still being several astershocks of the
initial crisis. Up to now, we seem to have managed fairly
well to have digested the significant orderbook that was

present four years back. However, it is evident
that the charter market has suffered as a
consequence of this considerable fleet
growth during these past years, leaving
earnings for most of the shipping sectors
at tragically low levels, while at the same
time ship owners have found themselves
strapped for cash and owning a lot less
valuable assets with loans of a significant

magnitude larger attached to these
very assets. So what could possibly

be motivating further invest-
ment interest at such

difficult times? 
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Looking at the actual numbers, asset prices have dropped
by an average of 25% over the past year. The tanker market
has faced the worst of this, with most size segments losing
rapidly over the course of the year, while for the large crude
carrier sizes such as VLCCs and Suezmaxes we witnessed
the value of 15 year old assets reach close to their respec-
tive residual values (scarp value).  Dry bulkers were not per-
forming much better either, though most of the price drops
were seen during the end of 2011. Container ships have
seen much of the improvement in asset values noted be-
tween 2010 and early 2011 being lost over the past year,
as values dropped by as much as 40%. In the meantime,
during the same period we don’t see an equal drop in one
year period time charter rates for these vessel segments.
In fact most of the drop in charter rates has been noted dur-
ing the period between end 2010 and start of 2011, while
over 2011 these comparatively low hire rates have been
sustained for such a long period that we have seen the poor
outlook sentiment gradually being reflected in the asset
prices themselves. Compared to the same period last year,
crude oil carriers have witnessed on average a drop of
around 40% in period charter rates. Things have been a lot
worse for dry bulkers, which on average have seen a drop
of just over 50%. Containers on the other hand have been
showing quite a different story. The small recovery in de-
mand seen over the first quarter of 2012 compared to the
lows hit during the end of last year have helped boost rates
to slightly better levels than those seen during the first

quarter of 2010 were the market almost reached absolute
bottom. At the same time we are now at considerably lower
levels than those seen last year were the market had man-
aged to make a full recovery and show promise of consid-
erable gains. 

In the newbuilding market things have been moving more
gradually, with many having believed that the absolute
bottom had been reached during 2010, only to be proven

wrong as prices for new buildings continue to slowly decline
as the lack of new orders continued and shipbuilders pushed
their costs and prices further and further down. Things
maybe moving at a slower pace here, but if one considers
by how much prices have fallen already from 2008 to 2010
and that these vessels are going to be around for the next
20 years, you can see that there is a lot of potential for large
gains. The overall lack in orders has put a lot of shipbuilders
in a difficult position and with expectations remaining pes-
simistic for the remaining of this year it is likely that we will
continue to see few new orders being placed during 2012.
This will have the added effect of minimizing shipbuilding
capacity as non-competitive shipyards close, leaving room
for  the more credible and efficient ones to better their po-
sition and be ready to take advantage of the better market
conditions that could emerge from 2013 onwards. Till that
point we will continue to see an improvement in both prices
and ship designs, as shipbuilders put an extra effort to gain
on their competitors and entice any interested shipowners
to place orders with them. Here as well the lack of financing
has played an important role, though it seems that the
biggest problem has been the fact that many of the far east-
ern banks, which compared to their western counterparts,
have the capacity to lend, are unable to offer competitive

MARKET ANALYSIS
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enough loan terms which would have in turn convinced own-
ers of the viability of an investment proposal. It looks as
though the most significant factor pushing owners to place
any new orders for dry bulk and tanker vessels for the time
being, is the design factor and in particular any fuel saving
advantages these new designs can offer. As bunker prices
move further and further up, vessels which have proven to
be more economical and fuel efficient will have a clear ad-
vantage in the charter market.
What has saved much of the market and has helped main-
tain asset prices higher during all this downturn, has most
definitely been the high scrap values. Demolition prices have
managed to remain at very firm levels throughout this diffi-
cult period despite the significant number of vessels being
offered to shipbreakers. This has, to some degree, helped
ease the overcapacity issue over the past two years, while
at the same time has maintained the residual value of ves-
sels comparably high. Having such high residual value not
only allows owners of vintage tonnage to maintain a higher

security, but also provides them with an extra cash boost
when they sell the vessel for scrap. At the current status
quo, a vintage vessel can be sold for scrap at such levels
which would be significant to provide the owner in some
cases with as much as 20% of the needed cash to replace
that vessel with an equivalent modern unit. This has not only
played a major role in convincing owners to sell off their vin-
tage tonnage but to also modernize their fleet.  

Despite all this glum witnessed in the industry, there
are still several sectors which have been not only
outperforming but also enticing large amounts of fi-

nance. The gas carrier market has been booming this past
year as the lack of ordering during just aster the 2008 crisis
and the high demand for alternative sources of energy has
helped increase trade significantly. Similarly the offshore
sector and in particular drillships have been enjoying a note-
worthy boom in charter rates as the high oil prices have
made many offshore drilling projects viable and in turn in-

MARKET ANALYSIS
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creased the demand for these very expensive vessels. These
are however very niche markets and are not available to the
average shipping investor. They may be offering high return
on investment, however the high construction price tag,
coupled with the high technical expertise required to oper-
ate them, means that the average dry bulk and tanker
owner will not likely be willing or able to move towards such
an investment. Nevertheless we have seen a number of new
entrants in both these sectors and in particular a large num-
ber of reputable Greek owners which had traditionally been
either tanker or dry bulk owners. It is still very early to tell
if their bet will finally pay off, but it’s certain that there is
much more promise in these sectors than the ones they tra-
ditionally operated in. 
It’s not that the dry bulk, tanker and container ship sectors
do not show any promise for high return. On the contrary,
compared to the first quarter of 2008 prices are more real-
istic and have a significantly higher potential of increasing
considerably in the future, while charter rates are at levels
now were you are much more likely to feel secure that the
charterer can and will perform. Yes, there may be signifi-
cantly lower gains being made on an investment made
today at these levels, however at some point when the mar-
ket starts to take a turn for the better, and it will, investors
who have timed the market right could be making very lu-
crative returns on the initial amount invested. One only
needs to consider the fact that any investment made at
these low asset prices that is viable at these current charter
rates will be making a hesty return when rates take a turn
for the better, while at the same time the fact that we are
close to lowest point seen in the past decade in terms of
both freight rates and asset prices means that there is less
risk of a further downturn and the odds are better placed

for a significant upswing in the long run. The combination
of these two put together, has the potential of providing the
expected returns you would need from such a high risk in-
dustry. 

What remains to complete the investment puzzle is
an improvement in the finance markets. We will
need to see greater availability of finance and eas-

ier access to it by a larger portion of shipowners. However,
though the financial world is undergoing a great number of
changes and is quickly opening its doors to new ways and
methods of financing business projects and new enterprises,
it has been moving in the opposite direction when it comes
to financing shipping. Financial investors in much of the
western world have become more worry of the shipping
market and as many have been already “burnt” from the
2008 crisis, they are not willing to hold such a wide exposure
in an industry they don’t fully understand. Shipping banks
at the same time have been reducing significantly the avail-
ability of finance and are mainly focused on providing credit
lines only to their existing well performing clients. 
This means that new entrants in the industry as well as
small owners, have limited chance under the current market
conditions to obtain financing in order to take advantage of
the investment possibilities available. 
Having said that, let’s hope that as we enter yet another Posi-
donia, the positive atmosphere will once again return to all
market players and once all the parties and celebrations
have ended, the shipping industry will be able to wake up to
a new day faced with much better prospects and more sober
investment decisions. 
There may be many obstacles ahead, however opportunities
are still just around the corner.

MARKET ANALYSIS
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Shipping investors keep their buy-
ing appetite under the current
worldwide economic uncertainty

and volatility in the freight markets.
Newbuilding momentum is on a down-
ward trend for the main conventional
vessel segments, bulk carriers and
tankers, while 2012 seems to be a high
record year for demolition transactions.
Shipping players are seeking for invest-
ments in vessel types and sizes, at the
current appealing asset prices, that
could provide a safe profitable capital
expenditure as the overtonnage still re-
mains the main barrier towards the healthy performance of
the freight market.

During the first quarter of the year, the market senti-
ment is so fragile with dry bulk carrier and tanker
segments struggling to keep afloat, while LNG carri-

ers are recoding the firmest vessel earnings from the previ-
ous year, since the spot freight market has fetched levels of
$125,000-$140,000/day from $37,000/day in 2010. The nu-

clear catastrophe of Japan spurred high LNG imports that
reversed the sentiment, with shipowners experiencing sig-
nificant gains and targeting at the expansion of their fleet
through the construction of LNG units in South Korean yards.
The outlook of the container segment is still gloomy despite
recent spikes in the benchmark Asia-Europe route, following
general rate increases applied by major liner carriers, with
overcapacity and weakened US and European economies
being the primary effects behind a stable and full recovery
of the freight market for boxship vessels. 

In the dry market, China continues to be the key player
for the prompt revival of the freight market with its iron
ore appetite showing weaker signs than last year and es-

timations for a slow economic growth below 8%, for the first
time since 2004, adding further uncertainty on the already
distressed freight earnings.  With the worldwide economy

facing serious side ef-
fects from the conta-
gion of sovereign debt
crisis, China’s model
growth seems to be
running out of steam
with Premier Wen Ji-
abao unveiling that
the country’s eco-
nomic growth is ex-

pected to be 7.5% this year, dropping below 8% for first
time since 2004. Double digit growth figures seem to belong
in the past as China’s gross domestic product grew by 9.2%
in 2011 and 10.4% in 2010. "China's economy is encounter-
ing new problems. There is downward pressure on economic
growth. Prices remain high. Regulation of the real estate
market is at a crucial stage," Mr Wen said. The premier also
said boosting domestic consumption was "crucial". "Expand-
ing domestic demand particularly consumer demand which

By Maria Bertzeletou
Golden Destiny S.A. , Research & Valuations

INVESTMENTS

Overall outlook of shipping investments
in the first quarter of the year "2012":
Secondhand / Demolition / Newbuilding Market

With the worldwide economy facing serious side
effects from the contagion of sovereign debt
crisis, China’s model growth seems to be run-
ning out of steam with Premier Wen Jiabao un-
veiling that the country’s economic growth is
expected to be 7.5% this year.
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is essential to ensuring China's long-term, steady, and robust economic
development is the focus of our economic work this year," Mr Wen said.
Boosting domestic demand is aimed at countering the effects of the
eurozone debt crisis and the slowing of the US economy which have led
to a drop in demand globally for Chinese exports. 

The Baltic Dry Index hovered below the psychological barrier of
1,000 points mark during the first three months of the year, with
capesize average time charter earnings floating at levels below

breakeven and supramax vessels showing the strongest performance
among other vessel categories. In the first days of April, some signs of
an increase in Chinese iron ore fixture activity and falls of iron ore 
inventories in the country’s port stockpiles pushed average time charter
earnings for capesize units above $6,000/day, for the first time since 
January 23rd, when they were hovering at $6,630/day, but they are 81%
down from the levels of around $32,000/day in mid December of 2011.
Brazil’s Vale is optimistic about the outlook of iron ore in China, like its
Australian rivals BHP and Rio Tinto, believing in a moderate growth that
is still significant for iron ore demand given the large steel production
capacity of China. Vale forecasts that steel output in China will grow 5%
this year aster expanding more than 10% a year ago. One more positive
sign is that Chinese February iron ore imports improved, aster a weak
January, totalled 65.0mt, up 10% m-o-m and 33% y-o-y. In addition,
China’s daily crude steel output rose 1.1% in the second ten days of
March from the previous period. According to the China Iron & Steel 
Association, daily crude steel output stood at 1,919 million tons during
March 11-20, up from 1,898 million tons in the previous ten years. Hu
Zhengwu, an analyst with industry consultancy Custeel.com expects
China’s daily crude steel output to reach 1.95 million tons in March, com-
pared with a daily steel production of 1.917 million tons a year earlier.
Investment plans for dry bulk carrier vessels haven’t lost their momen-
tum as the dynamic of China offers a sense of comfort for the absor-
ption of oversupply and rebalance of the freight markets although the
average value of the Baltic Dry Index ended at 867 points, down by 36%
from the average value of 1,365 points at a similar period in 2011.
In the wet market, the crude tanker market outlook remains dark under
the current Iran oil crisis, the increased bunkering costs and the glut of
new ship deliveries with US crude oil imports, the main demand driver,
to have fallen to a 12year low in 2011, as per data from the US Energy
Information Administration (EIA). The US, the world’s largest oil 
consumer, is estimated to have imported 8,91 million barrels of oil per
day, the lowest since 1999, while the share of imports in total US con-
sumption declined to 44.8%, the lowest since 1995. The US oil produc-
tion is seeing speedy growth and this helps the country to be less
dependent on external sources for its energy requirements. This 
massive US oil production poses a serious threat on world oil demand
expansion as a means of absorbing the oversupply of vessels. Under
the current market fundamentals, shipping investors are betting on
gasoline tankers by waiting for fuel demand to expand faster than the
fleet growth with crude carrier vessels being less attractive for buying
even the sharp downward revision of asset prices. 
Brent crude price remains above $120/barrel with fears that the crisis

INVESTMENTS
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in the Persian Gulf could push oil prices to even $200/barrel.
Saudi Oil Minister Ali al-Naimi blasted “irrationally” high oil
prices by stating in the Financial Times that Saudi Arabia
would like to see a lower price and Riyadh would do all it
could to bring prices down. He also said that supply is not
the problem and there is no rational reason why oil prices
remain at these high levels. Oil is trading near $124/barrel
in part due to concerns about Iran’s exports amid tightening
sanctions. The influential Saudi oil minister identified $100
per barrel as an ideal price for producers and consumers
earlier this year. The rising fuel price, one of the major
threats to the worldwide economy, seriously affects shipping
operators who see their charter earnings being squeezed
and are applying the solution of the "slow steaming policy"
to reduce their operating losses.
In the container market, a recent euphoria from mid-March
has brought an air of optimism with the Shanghai Container
Freight Index following a positive incline for the seventh 
consecutive week.  The main line haul routes, Asia-Europe

and Asia-Mediterranean are hovering above $1000/TEU, by
surpassing from the end of March the levels of $1500/TEU.
The outperformance of the Asia-Europe route, with the
biggest weighting average on the overall measure of the
Shanghai Container Freight Index, has played a crucial role
on the positive incline of the index from mid-February. The
upward movement on the main trading routes is remarkable
with Asia-Europe hovering for the first week of April at levels
145% higher than February 10th, when they were at
$721/TEU, while rates on Asia-Mediterranean are up by
133% from $758/TEU. The buoyant sentiment of the spot
freight market is not yet evident in the period market, where
charter rates for one year are still far below than 2011 
levels. The recent upturn seen in the sentiment of Asia-
Europe hasn’t spurred investors’ confidence either in the
purchase of secondhand vessels or the construction of new-
builidng units, as the  container segment still holds a large
downside risk on the demand side from US and European
economies.

INVESTMENTS

In the container market, a recent euphoria from mid-March has
brought an air of optimism with the Shanghai Container Frei-
ght Index following a positive incline for the seventh consecu-
tive week. 
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Amid the tight ship financing conditions, the pace of invest-
ments has not yet shown sharp downward revisions from
last year’s levels with the first quarter recording a 15% and
9% fall in the purchase of secondhand units and the con-
struction of newbuilding units respectively, while the volume
of demolition transactions has so far seen a remarkable
43% increase, which is very reassuring for the relief of over-
supply and the healthy performance of beleaguered dry bulk
operators.

In the secondhand market, 249 vessels were reported to
have changed hands at a total invested capital of more
than $2,4 billion, 60 sale and purchase transactions were

reported at an undisclosed sale price, with dry bulk carriers
and tankers holding a 32% and 28% share respectively of
the total S&P activity. Liners and containers follow by 
attracting 12% and 13% respectively of investors’ interest,
with gas tankers only 3.6% since LNG newbuilding units are
far more attractive than the purchase of secondhand units.
In comparison with a similar period last year, when 292 S&P
deals had been reported at an invested capital of more than
$5,1 billion, the buying momentum in the bulk carrier 
segment has shown only a 5% decline and is still on the
frontline with tankers recording a 14% decline.
In terms of vessel size, smaller vessel categories are the
most popular purchase candidates even with the significant
fall in prices of large units, since investors feel that smaller
vessels are more flexible and safe investments under the
current slump of the freight market. In the dry bulk carrier
segment, handysize and handymax units, up to 40,000dwt,
seem to have attracted about 63% of the total dry bulk car-
rier purchases, while panamax units follow with a 24% share
and the capesize buying appetite is scarce with an interest
of about 4%. In the tanker segment, similar buying trends
are being viewed with handysize and MR/handymax product
units holding 44% share of the tanker purchases, while the
crude carrier vessels, aframax, suezmax and VLCC appear to
be out of the S&P scene with some business being recorded
for astamax units, 12% of the total tanker S&P activity.
According to the Baltic Exchange, assessments for 5 year
old vessels are significantly lower than at the end of March
2011. In the dry market, the value of a 5 year old capesize
is estimated in the region of $34 mil with average time
charter earnings of less than $10,000/day, down by 28%
from the end of March last year, when the value was about
$47 mil with average time charter earnings floating little
above of $10,000/day. In the wet market, the value of a 5
year old very large crude carrier is estimated in the region
of $58-$59 mil with one year time charter rates hovering
at levels of $20,000/day, from $81-$82 mil with one year
time charter rates at levels of $30,000/day.

In the secondhand market, 249 vessels were
reported to have changed hands at a total in-
vested capital of more than $2,4 billion, 60
sale and purchase transactions were reported
at an undisclosed sale price, with dry bulk car-
riers and tankers holding a 32% and 28%
share respectively of the total S&P activity.
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The buying interest of Greek owners is more intense for
newbuilt units, with 38 purchases at a total invested
capital of region $778,48 mil. Bulk carriers and

tankers have attracted most of their interest, by holding
84% of the total number of vessels reported to have gone
to Greek hands. Their invested capital is heavily centered on
the purchase of dry bulk and tanker units, $669,4 mil, since
the appealing low asset prices grab Greek investors’ inter-
est. Greek owners are estimated to hold 15% of the total
S&P activity in contrast with the 8.4% share of the Chinese.
What is noteworthy is that Greek owners’ S&P activity seems
to have not yet been impaired by the intense volati-
lity of dry and wet freight markets as it is standing at similar
levels with last year’s quarter, when 37 vessels had gone to
Greek hands at a total invested capital in the region of
$778,48 mil, while Chinese buying interest is down by 46%
with 21 total vessel purchases from 39 at a similar period
last year.
In the newbuilding market, the recession of the freight mar-
ket and the threat of over tonnage in the main conventional
vessel segments, have diverted investors’ interest towards

INVESTMENTS

the construction of LNG and offshore support vessels with
bulk carriers recording a 39% decline from the placement
of newbuilding contracts in the first quarter of 2011. How-
ever, dry bulk carriers continue to attract most of the new-
building interest with the supramax type being now eyed by
investors, while the kamsarmax type seems to be no longer
of interest to them. A remarkable upturn of newbuilding
business has been recorded in the gas tanker and offshore
segment with a 141% and 71% rise respectively from Jan-
uary-March 2011, while there has been an 87% decline in
boxship newbuilding orders with 10 units ordered from 77
last year. 
Overall, 330 vessels were reported to have been ordered at
a total invested capital of more than $17,5 billion, 175 new-
building deals were reported at an undisclosed contract
price, down by 9% from a similar quarter in 2011, when 364
fresh orders had been recorded for more than $28,6billion.
Offshore support newbuilding deals are in the frontline by
holding 32% of the total newbuilding business, while bulk
carriers follow with a 28% share in contrast with 41% in Ja-
nuary-March 2011. Tanker units are holding only a 15%

In the newbuilding market, the recession of the freight market and the
threat of over tonnage in the main conventional vessel segments, have
diverted investors’ interest towards the construction of LNG and off-
shore support vessels with bulk carriers recording a 39% decline from
the placement of newbuilding contracts in the first quarter of 2011.
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share of the ordering activity, but there has been a 100% in-
crease from last year’s levels, with MR/product sizes attract-
ing most of the business. In the container segment, boxship
orders are holding only 3% of the total newbuilding business
in contrast with 21% last year, while not even a post pana-
max newbuilding order has been revealed with an interest
expressed for smaller vessel categories, sub-panamax and
small panamax.

Greek owners have spent about $1,5 billion for 31
newbuilding contracts, 15 bulk carriers, 6 tankers
and 8 gas tankers. Overall, Greek newbuilding activity

represents 9.3% of the total number of orders placed in
January-March 2012, in contrast with Chinese players hold-
ing 7.5% for 25 orders in total. Greek investors’ interest for
the construction of newbuilding units remains intense in the
bulk carrier segment, despite the weak sentiment of dry
market in the first quarter of the year. However, foreign
owners appear to be keener in the placement of more 
specialized units, LNG and offshore, which seem to be the
healthiest segments in terms of growth opportunities for
trade and vessel earnings.
Overall, Greek newbuilding activity showed strong volumes
of business from the beginning of 2010 till the first three
quarters of 2011, with the placement of 250 orders in 2010
and 182 in 2011. The LNG segment attracted their interest
from 2011 with the placement of 24 orders in contrast with
only 2 orders during 2010. Bulk carriers are still attracting
most of their interest, 77 units were ordered in 2011, with
2010 being the record year, 160 bulk carriers had been or-
dered from 28 in 2009. Apart from LNG units, intense new-
building interest emerged also for boxship units with 46
contracts in 2011, from 17 in 2010. During this year to date,
Greek newbuilding trends seem to follow a trend similar to
the previous year’s with bulk carriers and LNG units being
of their high interest, while boxship units are not in their tar-
gets, however their pace of newbuilding business shows
signs of slower activity as they are conservative in the
strong placement of new contracts unless the freight 
market shows firmer signs of recovery. 

In the demolition market, the influx of tonnage for 
disposal keeps its high pace from the beginning of the
year as the distressful status of the dry and wet freight

markets welcome the opportunity for intense scrapping 

removals, especially in the large sized vessel segments.
India is holding the lion share of the activity with China and
Pakistan stepping behind, while Bangladesh is trying to
strengthen its scrap prices offered and regain their leading
position in the ship recycling industry. Scrap price levels are
about $460/ldt for dry/general cargo and close to $500/ldt
for wet units, with China still not being able to narrow the
gap with the Indian subcontinent region by offering price
levels below $450/ldt.
Bulk carriers are the most popular scrap candidates as the
dry freight market still tries to find its supply-demand bal-
ance with the BDI fluctuating below 1,000 points. During the
first quarter of the year, there has been a 75% increase in
the number of bulk carrier disposals from January-March
2011, 107 bulk carriers were reported to have been sent to
the scrap yards, with intense scrapping momentum in small
and large sized vessels. In the tanker segment, there has
been a 40% increase with crude carrier vessels being in the
spotlight, by holding 57% of the total tanker demolition 
activity, while in the container segment there has been an
outstanding increase of 121% from the first quarter of
2011. Overall, 266 vessels were reported to have been
headed to the scrap yards of total deadweight of about $13
mil tons, up by 43% from a similar period in 2011, when
186 vessels reported for disposal with bulk carriers holding
40% of the total demolition activity in contrast with 33%
last year. India has grasped 124 disposals from 107 last year
with Bangladesh recording a rise of 100% from the first
quarter of 2011, with Pakistan and China trying to be in the
demolition scene by holding only 7% and 11% respectively
of the total number of vessels reported for scrap in 
January-March 2012.

As we move in the second quarter of the year, the
demolition business seems to keep its upward pace
as freight market status stimulates further owners’

decision for more intense scrapping business and the ex-
pansion of their fleet via the purchase of modern second-
hand units at the current low asset prices. It appears that
the downward revision of secondhand asset prices will fol-
low  the same direction, since dry and wet freight markets
do not currently support a firm rebound, with investors not
losing their confidence in the purchase of small flexible and
profitable vessel sizes, while they are keeping a conservative
position towards the placement of newbuilding transactions.

�BERTZELETOU:Layout 1  10/5/2012  10:33 �μ  Page 70



ADV ΜΑΙΟΣ 2012:Layout 1  9/5/2012  3:01 μμ  Page 32



AIRLINES

What are the future challenges for the european air-
line industry? Paulo Yoshikawa, General Manager for
Greece of Europes’s largest airline explores current
trends and future prospects for this fragile industry.
As a world airline leader in marine traffic, with more
destinations to important ports and commercial ca-
pitals than any other carrier in Europe, Mr.
Yoshikawa elaborates on the strategies developed
for the benefit of the shipping industry.

Marine traffic is one of the major backbones               

How has the current financial crisis affected the passenger
traffic for LH from / to Greece? Are there any prospects of
launching connections to Berlin, LH’s new hub?
We are well positioned in the Greek market and indeed have
a stable volume of customers flying to/from Greece includ-
ing some growth to certain destinations.
For more than 50 years Lusthansa has served the Greek
market and is well known as a reliable and strong partner
in the region. Despite the crisis, which we consider as an op-
portunity, a challenge for all to evolve and become even
stronger, 6 daily Lusthansa flights from and to Athens oper-
ating through the Frankfurt and Munich hubs give Greek
passengers the opportunity to reach their chosen destina-
tions quickly, reliably and comfortably, offering 216 destina-
tions in 83 countries on four continents.
To be more specific about passenger traffic, a total of 65.5
million passengers flew with Lusthansa-brand planes glob-
ally in 2011 - 11.1 per cent more than in the previous year.
Lusthansa expanded its capacity by 11.8 per cent in the full
year, while sales were up 8.8 per cent.
This summer Lusthansa is further increasing its flight offer-
ings, particularly from Berlin to seasonal holiday destina-
tions in Europe. As of 3 June 2012, Lusthansa, with its fleet
of 15 modern Airbus jets stationed at Berlin-Brandenburg,
will offer 39 non-stop connections of destinations in Europe
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Ilias Bissias interviews General
Manager Lusthansa
Greece and Cyprus 
Paulo Yoshikawa
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Marine traffic is one of the major backbones       for Lusthansa in Greece as well as in Cyprus

and the Middle - East with Berlin - a fourfold increase in the
number of routes currently operated to and from the capi-
tal. For the time being, we have under study all the new
Berlin hub operations including, of course ,Athens.

The current C.E.O. of OLYMPICAIR, during a recent inter-
view, stated that the management of Athens International
Airport, with the extortionate fees imposed on both air-
lines and passengers doesn’t support the development/
increase of the passenger traffic to/ from Athens.
What is your opinion on this comment?
Athens is indeed one of the most expensive airports; how-
ever, we are jointly working in order to stimulate the traffic
from/to Athens within a good team work concept.

How important is the marine traffic for LH Athens local
office and how important is it for the company's inter-
national network?
Marine traffic is one of the major backbones for Lusthansa
in Greece. as well as in Cyprus. Lusthansa is one of the lead-
ing carriers which developed the marine product in the
worldwide Airline Industry in its current form in the late 80s,
with the active involvement of our local offices in Athens.
For many years now we have had close contact with ship-
ping companies in Greece and Cyprus and maintain excel-

lent relations with our trade partners, the travel agencies,
being specialized in this specific niche. I would like to point
out that a separate department in our town office deals ex-
clusively with Greek marine travel agencies. We do consider
this cooperation extremely important as we belong to the
same logistic industry.
Lusthansa constantly enhances its marine product by includ-
ing in it all Airline Group partners such as Austrian Airlines,
Brussels Airlines, SWISS, as well as our North American joint
venture partners, United Airlines and Air Canada, and by of-
fering a wide portfolio of destinations and city pairs around
the globe which can cover the travel needs of our corporate
customers, the shipping companies.
We are certainly one of the most important suppliers or, to
put it better, partners, to the Greek shipping industry.

Has there been significant business traffic from/to
Greece, especially during this winter season?
Lusthansa focuses on Business Class passengers as a major
target group. The new Business Class seat on intercontinen-
tal routes is a major component of Lusthansa's largest in-
vestment to date in its inflight product. Over the next few
years, some three billion euros will be channelled into prod-
uct improvements for passengers. The new seat rounds off
the travel experience for Business Class passengers per-
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fectly - from dedicated check-in counters and additional free
baggage allowances to fast-track security lanes, access to
Lusthansa lounges worldwide and preferential boarding,
through to exclusive inflight menus and the excellent service
provided by the cabin crew.
Due to the fact that many business travelers do not neces-
sarily travel only in Business Class, but also in Economy
Class, it is difficult to estimate how large the share of busi-
ness related trips was during the winter months. However,
we have indications that Business related travelers did not
decrease.
Many entrepreneurs see this "momentum" as an opportu-
nity to invest seeing new markets and customers.

Are there any plans for further collaboration with the
Greek airlines?
For almost 7 years now, Lusthansa has had an excellent co-
operation with Aegean Airlines. We are sure that through
this cooperation we offer the most attractive product to
Greek travelers who wish to travel from anywhere in Greece
to anywhere in the world. 

How are LH results affected by the strengthening of the
network of Swiss, Brussels and Germanwings and, to a
lesser degree, Austrian Airlines from Greece? In the end,
how do you manage to successfully compete with the
other “smaller" members of the Lusthansa Group?

Lusthansa German Airlines is the leading European carrier
dedicated to quality and innovation, safety and reliability,
belonging to the global aviation group Deutsche Lusthansa
AG. Headquartered in Germany, Lusthansa welcomes more
than 49 million passengers on board its flights.
The airlines that make up the Lusthansa Group carried a
record number of passengers in 2011. A total of 106.3 mil-
lion passengers chose to fly with Lusthansa, SWISS, Austrian
Airlines and Germanwings. This is equivalent to a 7.5 per
cent growth compared with the previous year. The Group in-
creased its capacity by 9.8 per cent overall in 2011, while
its revenue seat kilometres rose by 7.0 per cent.
More particularly, in Greece Lusthansa, together with the
rest of the Lusthansa Group members, Austrian Airlines,
Brussels Airlines and SWISS, have become extremely com-
petitive offering 13 daily flights from Athens worldwide
through its hubs in Brussels, Frankfurt, Geneva, Munich, Vi-
enna and Zurich. For example, a passenger can choose be-
tween 4 daily flights to travel from Athens to Beijing with
Lusthansa, Austrian Airlines or SWISS and, furthermore, can
combine the service of these companies, i.e. fly to Beijing
with Lusthansa and return with Austrian Airlines.
Together we offer a better product to our customers, which
means together we can be better than "alone", which in turn
means more flight choices with full combinability, a joint loy-
alty program, lounge facilities - in a nutshell, seamless
travel.

The airlines that make up the Lusthansa Group carried a
record number of passengers in 2011. A total of 106.3
million passengers chose to fly with Lusthansa, SWISS,
Austrian Airlines and Germanwings. This is equivalent to
a 7.5 per cent growth compared with the previous year. 

AIRLINES
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Classifications societies
Entering (and surviving) challenging times

How do Classification Societies react to recent international policies, environmental regulations and on-
going financial challenges which have changed the everyday normality of this diverse industry? 

Naftika Chronika asked the Managers of well respected Classification societies about their specific
thoughts and aspirations for the future of the shipping industry in this fragile era and the shape of things to
come for their own Societies.

CLASSIFICATION SOCIETIES
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CLASSIFICATION SOCIETIES

Shipping Organizations have long stated that EEDI is not
valid and cannot be calculated for existing ships. This
was also confirmed in very clear terms by IMO at MEPC
63. Informed owners have praised your stance not to
bow to commercial pressures and issue EEDI “certifi-
cates” for existing ships. Will you continue this policy?
ABS supports implementation of the Energy Efficiency re-
gulations as adopted and interpreted by the IMO and as in-
structed by the member States. ABS is available to verify
the EEDI of a vessel required to comply with the regulations
(i.e., constructed aster 1 January 2013).
ABS also provides services to owners and shipyards who want
to have a voluntary verification of the EEDI for their vessels
delivered during 2012. While these newbuilds are not subject
to EEDI regulatory requirements, they can go through a full,
rigorous verification process including sea trials. 

ABS is actively involved in the IACS/Industry Joint Working
Group which is working on industry guidelines for EEDI im-
plementation. ABS believes that to preserve the integrity of
the EEDI process, it is imperative that there be consistency
in the manner in which EEDI is implemented and verified.
Industry guidelines will help to provide that consistency by
addressing gaps in guidance issued by the IMO.

IMO made SEEMP (Ship Energy Efficiency Management
Plan) mandatory for ships starting in 2013. How do you
see the role of your society in assisting and auditing
ships and companies for SEEMP? Will you prefer that
owners use EEOI as their fuel consumption index or any
other method they chose?
ABS believes the best results are achieved if the SEEMP is
developed by the owner/operator since they know the ves-
sel’s current energy management practice and the manner
in which the vessel is operated. ABS adds value to the SEEMP
by facilitating a structured process for its development by
the stakeholders (e.g., personnel of the owner and operator).
The ABS approach can be divided into three steps: 
1.Assessment of the current practices 
2.Evaluation against best industry practices – i.e. gap analy-

sis
3.Development of the SEEMP based on the gap analysis and

with the company’s objectives
ABS believes that buy-in from all stakeholders is important
to achieve real energy savings rather than just regulatory
compliance.

How do you view the possibility of
MBMs (Market Based Measures)
being applied to shipping at a
time when the freight incomes
are very depressed? Do you con-
sider that MBMs will help to re-
duce fuel consumption further or
is the high price of fuel sufficient
for the same effect?

As a classification society, ABS’s focus is on providing tech-
nical and regulatory advice to the industry. We prefer to
leave issues like MBMs to other organizations and individu-
als that have substantive experience in the area. 

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and
thus EEDI). Many of these devices have been known for

By John Kokarakis  
Vice President of Technology 
& Business Development - ABS Europe 
and Head of Environmental Solutions Team (EST).

ABS believes the best results are achieved if the SEEMP 
is developed by the owner/operator since they know the vessel’s
current energy management practice and the manner in which 
the vessel is operated.
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years. There are several concerns among owners rang-
ing from inflated maker’s claims to the influence of such
devices to a ship’s EEDI “on paper only” possibly with
Class endorsement. Furthermore, even if a device pro-
duces improvement on a specific design, this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified? 
ABS monitors energy-saving devices on the market and 
offers clients guidance as to their potential energy savings. 
Energy-saving devices are installed in ABS-classed ships and
ABS monitors the service history of the devices from a
safety perspective. The operational performance of the 
energy-saving devices is specific to the ship and its design.

While actual operational data is needed to draw conclusions
on the energy savings gained from the device, this data is
not readily available for a number of reasons, not least due
to the difficulty of differentiating the effect of a particular
device from operational and environmental effects. There-
fore, ABS can only offer guidance on potential energy 
savings based on published information. 
However, in order to assist owners/operators in this area,
ABS has developed advanced computational fuel dynamics
(CFD) analysis capabilities that facilitate the evaluation of
energy-saving devices. These capabilities can be utilized to
select the type of device best suited for the particular vessel
and then to customize the device design to a particular
stern, propeller and rudder configuration. 

Shipping Organizations have long stated that EEDI is not
valid and cannot be calculated for existing ships.  This
was also confirmed in very clear terms by IMO at MEPC
63.  Many class societies refuse some owners’ requests
to produce EEDI “certificates” for existing ships, inform-
ing them instead that this cannot be done, while saying
that societies which offer such certificates are simply
bowing to commercial pressures.  How do you explain
your society’s policy to issue EEDI “certificates” to exist-
ing ships and more so at a time when IMO’s guidelines

were still incomplete and under development?  Will you
continue this practice for pre-2013 built ships?
Bureau Veritas thinks ahead so that owners and yards can
make rational and financially effective decisions. They need
to know how new designs will compete once EEDI is compul-
sory, and they need to know that now so they can plan
ahead.
EEDI rules and criteria introduced by Annex VI of
MARPOL are made mandatory to new ships con-
tracted for construction or major modifications aster
1st January 2013 or delivered aster 1st July 
2015. 
However, the interim guidelines for volun-

By Francois Teissier
Regional Chief Executive for Hellenic and Black Sea region, 

Bureau Veritas
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Sometimes, calculations done for existing ships, simply based on certain 
collected information such as speed, deadweight and fuel consumption, 
are not accurate or reliable enough to give a result to be claimed as an EEDI 
and could only lead to an unfair distortion of the market.

tary certification of the EEDI (MEPC 1. Circ. 682) allow new
designs of ships contracted before the above date to be ver-
ified against the EEDI, provided that all rules and criteria of
MARPOL Annex VI are strictly and fully verified (model tank
test, sea trial measurements and results, light weight and
displacement checks, calculation methodology ).
These are the conditions under which Bureau Veritas has 
issued attestations of compliance with EEDI for vessels con-
tracted before the entry into force date. It is obvious that
EEDI cannot apply to ships which cannot meet the scope of
MARPOL Annex VI, but it should be taken into account by
new designs ahead of the implementation date. That helps
yards and owners make sensible investment decisions.
The objective of the EEDI is to improve energy efficiency at
the design stage. In that respect, one of the most important
factors for an efficient design is the ship’s body lines, which
cannot be changed for existing ships. 
Sometimes, calculations done for existing ships, simply
based on certain collected information such as speed, dead-
weight and fuel consumption, are not accurate or reliable
enough to give a result to be claimed as an EEDI and could
only lead to an unfair distortion of the market.

The IMO made SEEMP (Ship Energy Efficiency Manage-
ment Plan) mandatory for ships starting in 2013.  How
do you see the role of your society in assisting and 
auditing ships and companies for SEEMP? Will you prefer
that owners use EEOI as their fuel consumption index or
any other method they chose?
Bureau Veritas always looks forward to finding ways to help
its clients address the future with confidence. In 2011 it de-
veloped a suite of tools to help owners and yards design and
operate ships more energy efficiently – running ahead of
regulation. We have also put a lot of time and senior people
into leading the process of developing Harmonised Com-
mon Structural Rules. This means we have the knowhow
which enables us to update our tools and help yards with
new designs ahead of implementation.
The better yards and owners are looking beyond today’s dif-
ficult times and preparing for the next generation of vessels.
These will be defined by two issues, the implementation of

the Harmonised Common Structural Rules and energy 
saving. So BV’s thrust is to be at the heart of the project to
introduce Harmonised CSR and to have ready all the know-
ledge and tools that yards will need and, fourthly, to develop
all the tools that yards and owners need to reduce energy
use. The two go hand in hand, because ship designs will be
revised and will have to both meet the CSR and be more
cost effective to operate.
Three new tools for energy management have been deve-
loped by Bureau Veritas. SEECAT is a full ship model tool
which helps designers and owners to simulate all the energy
use on board specific ships and design the best solutions for
specific trades. It is based on the SimulationX® sostware and
the Modelica® language, a component oriented system 
designed for modelling complex systems. A ship energy flow
model is created including all consumers and their intercon-
nections (e.g. propulsion plant, steam plant, etc.) which can
then be used to calculate the energy consumed by the 
different systems or equipment in given conditions (speed,
summer or winter conditions, day or night, for passenger
ships, etc.). The sostware also calculates the energy that can
be recovered from engine exhaust and cooling systems and
used for heating purposes, steam
generation, electrical power generation, etc. The sostware
then compares the recoverable energy (heat, steam, 
electricity) with the ship’s needs and calculates the overall
energy balance of the ship, allowing the calculation of fuel
oil consumptions, emissions, etc. Various scenarios, either
design or operational can be examined and optimised. 
E2 is a benchmarking tool which helps owners and charter-
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ers benchmark energy use. This sostware also includes a
simulation mode, albeit simpler than SEECAT and targeted
more towards the ships in service, where the machinery
equipment is fixed. The sostware is ship specific and the 
simulation mode allows the user to examine a prospective
voyage by describing the loading condition, the various voya-
ge legs with details on propulsion and electrical power
usage. Operational profiles are preset and can be selected
as default (e.g. manoeuvring, at sea-good weather, at sea-
bad weather, at anchor etc.), or further 
edited. The date since the last drydocking
is also taken into account for the condition
of the hull. Once the voyage is fully 
described E2 will provide estimates of fuel
consumption and emissions, as well as 
relevant KPIs, including the EEOI. The
benchmarking mode of the sostware 
allows the user to enter actual measured
values and compare the performance with the simulation
or make comparisons between voyages or similar vessels.
Long term performance values can be stored and evaluated.
The capability of automatic data acquisition from vessel equip-
ment (flowmeters) or electronic noon reports also exists.
EMIT is a simple sostware tool to help owners construct an
effective Ship Energy Efficiency Management Plan and
achieve attestation to IMO standards from BV.
Energy use is not just about ship design or what happens on
ships. It is a company-wide issue. So we use our cross-
industry experience to help companies take a holistic view
of energy management. That is why we were the first in the
world to audit a shipping company to the new ISO Energy
Management standards. Bureau Veritas delivered the first
certification audit of any shipping company in the world to
the new standard ISO 50001- 2011 - Energy Management
Systems. Stena’s ship management division, Northern 
Marine Management Ltd including Northern Marine Ma-
nagement (USA) LLC, achieved certification to BS ISO 50001.

How do you view the possibility of MBMs (Market Based
Measures) being applied to shipping at a time when the
freight incomes are very depressed?  Do you consider
that MBMs will help to reduce fuel consumption further
or is the high price of fuel sufficient for the same effect?
No-one can predict for sure if MBMs will be introduced or

not. If they are, then we have to expect they will eventually
be costed into Worldscale and freight rates. Owners can do
a lot to reduce energy usage with or without MBMs, but face
difficult choices on mechanisms to reduce energy use. Our
role is to be ready with simple, pragmatic advice and 
support to help yards and owners make the right decisions.

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and
thus EEDI). Many of these devices have been known for
years. There are several concerns among owners ran-
ging from inflated maker’s claims to the influence of
such devices to a ship’s EEDI “on paper only” possibly
with Class endorsement. Furthermore, even if a device
produces improvement on a specific design, this does
not mean it can do the same for another ship design.
How do you plan to deal with this upcoming issue and
how do you propose that such devices are tested and
certified?  
There is not one single answer to energy saving, because
each ship and trade is different. But that does not mean
there cannot be useful technical solutions to help save en-
ergy.  Yards and owners need good solid sensible and accu-
rate advice on the effect of each type of innovation. We can
provide that because we have invested in researching diffe-
rent systems, and already have units like pre-swirl stators
sailing on in service containerships and delivering real sav-
ings. We can also use our SEECAT sostware tool to model
proposed changes and work out the best mix of design
/equipment and operation for a particular ship or project.
We don’t expect to see a retail system with lots of off the
shelf devices with a series of certifications; we think each
type of energy saving device will have to find its own way in
the market, with the help and advice of experts like Bureau
Veritas.
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Energy use is not just about ship design or what happens 
on ships. It is a company-wide issue. So we use our 

cross-industry experience to help companies take a holistic
view of energy management. 
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Shipping organisations have long stated that EEDI is not
valid and cannot be calculated for existing ships. This
was also confirmed in very clear terms by IMO at MEPC
63. Informed owners have praised your stance not to
bow to commercial pressures and issue EEDI “certifi-
cates” for existing ships. Will you continue this policy?
EEDI was developed as a regulatory tool solely for new ships
under the convention and so is not valid for existing ships.
Moreover, attempting to calculate EEDI values using inac-
curate data is meaningless. Even so, ClassNK recognises the
fact that environmentally conscious ship owners may wish
to obtain the EEDI values of their own existing ships. In these
cases, we can conduct voluntary EEDI verification and issue
a ‘Statement’ certifying the results, provided of course that
the same verification process as for new
ships can be conducted in accordance with
the relevant IMO guidelines.

IMO made SEEMP (Ship Energy Effi-
ciency Management Plan) mandatory
for ships starting in 2013.  How do you
see the role of your society in assisting
and auditing ships and companies for
SEEMP? Will you prefer that owners use EEOI as their
fuel consumption index or any other method they chose?
Although SEEMP certification is not required by the conven-
tion, ClassNK provides SEEMP appraisal services upon re-
quest. In this case, ClassNK confirms that SEEMP has been
developed in accordance with the IMO guidelines and will
issue a Statement of Fact confirming the result. In addition
to the above, our subsidiary company ClassNK Consulting
Service Co Ltd offers a SEEMP preparation support service
for ship owners who would like assistance developing their
SEEMP. ClassNK has no preference with regards to the spe-
cific monitoring tools (e.g. EEOI) in SEEMP since it should be

decided on the basis of each company’s
needs. However, ClassNK does provide an
EEOI calculation and analysis system
‘PrimeShip-GREEN/EEOI’ which we re-
leased last year and which is already used
by more than 1,000 vessels. As the sost-
ware is free to use, we hope it can be of
benefit to owners and operators through-

out the industry.

How do you view the possibility
of MBMs (Market Based Meas-

ures) being applied to shipping at a time when the
freight incomes are very depressed?  Do you consider
that MBMs will help to reduce fuel consumption further
or is the high price of fuel sufficient for the same effect?
IACS as well as ClassNK are, as a matter of policy, not in-
volved in the discussion on ‘Market Based Measures’ as the
IMO discussion regarding MBM framework is a highly polit-
ical matter. The impact assessment of possible MBMs will
of course need to be carefully done by IMO, taking the cur-
rent status of the maritime industry into account. 

EEDI will lead to a new market for “Energy Saving 
Devices” which claim to reduce ship fuel consumptions
(and thus EEDI). Many of these devices have been known
for years. There are several concerns among owners
ranging from inflated maker’s claims to the influence of
such devices to a ship’s EEDI “on paper only” possibly
with Class endorsement. Furthermore even if a device
produces improvement on a specific design this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified?
Various kinds of ‘Energy Saving Devices’ to improve the
energy efficiency of ships have been developed as a result

By Shosuke Kakubari
Executive Vice President of ClassNK

ClassNK has no preference with regards to the specific 
monitoring tools (e.g. EEOI) in SEEMP since it should be 

decided on the basis of each company’s needs. However,
ClassNK does provide an EEOI calculation and analysis system

‘PrimeShip-GREEN/EEOI’ which we released last year.
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of efforts by many different stakeholders in the industry. The
most common ‘Energy Saving Devices’ are, for example, 
additions (ducts etc) to propellers to improve the flow in the
stern of the ship, improved hull and propeller design, new
types of propellers and rudders, and other devices. By 
applying those technologies that are suitable for a particular
ship type or a specific design, the total resistance can be 
reduced and/or propulsion efficiency can be improved.
Under the IMO’s EEDI calculation and verification guidelines,
the effects of these technologies are evaluated based on
their effect on ship speed (Vref) which factors into the EEDI
score. On the other hand, in the case of innovative energy 
saving technologies, e.g. air-lubrication system for the hull

bottom, waste heat recovery system, photovoltaic power
generation system etc, the effects of these technologies can
be expressed directly as the reduction of the required main
engine or auxiliary engine power. However, the details for
including these innovative technologies in the EEDI calcula-
tion have not been developed yet. However, the IMO is in the
process of discussing and developing such guidelines.
ClassNK is contributing positively to the IMO’s work on this
matter in cooperation with the shipping industry, as well as
the Japanese government, in order to facilitate the imple-
mentation of such technologies onboard ships by providing
a uniform method of calculation and verification of their 
effects.

By N. Boussounis 
Manager for Region East Med., Black & Caspian Seas, 

of Der Norske Veritas (DNV) 
and  George Teriakidis 

Business Development Manager, Region East Med., Black & Caspian Seas

Shipping Organizations have long stated that EEDI is not
valid and cannot be calculated for existing ships.  This
was also confirmed in very clear terms by IMO at MEPC
63.  Many class societies refuse some owners’ requests
to produce EEDI “certificates” for existing ships, infor-
ming them instead that this cannot be done, while 
saying that societies which offer such certificates are
simply bowing to commercial pressures.  How do you 
explain your society’s policy to issue EEDI “certificates”
to existing ships and more so at a time when IMO’s
guidelines were still incomplete and under develop-
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ment?  Will you continue this practice for pre-2013 built
ships?
As you know, EEDI is for newbuildings, and due to the fact
that EEDI enters into force on 1 January 2013, DNV can not
issue formal certificates at this point. 
We are, however, issuing EEDI Statements of Fact – e.g. we
have done this for some newbuilds based on the present
drast of IMO guidelines. The IMO has requested ROs and 
Administrations to gather experience on verifying the EEDI.
This is important in order to further develop and mature the
guidelines.
EEDI is not intended or developed for ships in operation, and
the current IMO guidelines make it difficult to apply. There
is a need in the market, however, for a tool which is appro-

priate for this. Charters would like to know how efficient the
different vessels are, and owners see the need to document
the vessels’ efficiency.
As discussions are ongoing and as DNV is part of the discus-
sions aiming at energy efficient measuring systems which
will also apply to existing fleets, it is still early to reach any
conclusions.

IMO made SEEMP (Ship Energy Efficiency Management
Plan) mandatory for ships starting in 2013.  How do you
see the role of your society in assisting and auditing

ships and companies for SEEMP? Will you prefer that
owners use EEOI as their fuel consumption index or any
other method they chose?
First of all, we need to clarify that Ship Energy Efficiency
Management Plans (SEEMP) are mandatory onboard ships,
starting from the first IAPP certificate survey aster January
1st, 2013, as per IMO Resolution 203(62) amending MARPOL
Annex VI. 
The role of class is clearly defined in this case by the IMO as
the Recognized Organisations (wherever applicable) that will
ensure that a SEEMP exists onboard the vessel. This will be
recorded in a supplement to this new International Energy
Efficiency Certificate which is required for all ships above
400 gt. The IAPP certificate is not affected by this, but the
survey is combined to check for the presence of a SEEMP.
Currently there are no guidelines for class societies as to
what the surveyor should check in respect to SEEMP. Also,
it is worth mentioning that as per IMO, there is no need for
the owners to verify or certify the SEEMPs.
Like all class societies, DNV is available to assist the shipping

community in the creation of a SEEMP.
Since the purpose of such a manual is to
approach the energy efficiency of a ship
from a holistic point of view, we believe
each company should critically view their
operations onshore as well as onboard,
and come to certain conclusions which will
be supported by actions. Such actions
should then be transferred to each SEEMP
made.

DNV has been a forerunner in Energy Management projects
such as Triple E and ship energy audits, as well as fuel saving
guidelines for each type of vessel.
EEOI is not a mandatory tool, although it is mentioned in the
SEEMP guidelines as a recommended recording and moni-
toring tool. However, owners can use this or other tools as
they see fit.

How do you view the possibility of MBMs (Market Based
Measures) being applied to shipping at a time when the
freight incomes are very depressed?  Do you consider

DNV is available to assist the shipping community in the 
creation of a SEEMP. Since the purpose of such a manual is 
to approach the energy efficiency of a ship from a holistic 
point of view, we believe each company should critically view
their operations onshore as well as onboard, and come 
to certain conclusions which will be supported by actions.

�CLASSIFICATION SOCIETIES:Layout 1  10/5/2012  10:48 �μ  Page 87



that MBMs will help to reduce fuel consumption further
or is the high price of fuel sufficient for the same effect?
Currently, at the IMO, there is a huge debate on market
based measures (MBM). 
Various flag states and industry organizations have put nine
different proposals on the table. Other bodies such as the
EU have also come forward with their proposals and ideas
outside the IMO.
Unfortunately, no official decision has been taken by IMO to
date, but the EU is expected to have a proposal ready aster
summer 2012.
We, as a classification society, observe these developments
and wait for an official decision to be made by IMO or other
bodies such as the EU.

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and
thus EEDI). Many of these devices have been known for
years. There are several concerns among owners rang-
ing from inflated maker’s claims to the influence of such
devices to a ship’s EEDI “on paper only” possibly with
Class endorsement. Furthermore, even if a device pro-
duces improvement on a specific design, this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified?  

Energy saving devices are indeed plentiful in the market,
while it is also true that some of these techniques / devices
have been around for many years now. 
Responsible owners should view energy saving claims with
caution as they would any other manufacturer’s claim. Clas-
sification societies do not “endorse” or sell such devices.
Classification societies however can offer advice on their 
requirements when an owner is considering the installation
of such a device.
As far as improvements in fuel consumption are concerned,
please note that our advice to owners is to first investigate
the hydrodynamic performance of their vessel’s hull, com-
pare that with the effect of such devices, and then make the
final decision. These devices will create a positive effect (i.e.
reduction in fuel consumption) but this is dependent on the
hull shape and its hydrodynamic characteristics. Regarding
the EEDI, the effect can only be shown in the speed of the ves-
sel or possibly by having to use less engine power. The effect
should be measurable in a tank test or at the final sea trial.
We do not see this as an “upcoming issue”. As mentioned
above, such devices have existed for many years and 
although not as popular as today, they were installed in a
few ships. Such installations had to pass the class require-
ments in the same way they do today. Also, please note that
there is no requirement from class for testing or certifica-
tion of advice. What is required, however, is the approval of
installation drawings in terms of: steel to be used, welding
procedures, reinforcements needed, etc.

Shipping Organizations have long stated that
EEDI is not valid and cannot be calculated for
existing ships.  This was also confirmed in
very clear terms by IMO at MEPC 63.  Many
class societies refuse some owners’ requests
to produce EEDI “certificates” for existing

ships, informing them instead that this cannot

By Dr. Pierre Sames 
Senior Vice President, Head of Department for Strategic Research 

and Development Germanischer Lloyd

be done, while saying that societies which offer such cer-
tificates are simply bowing to commercial pressures.
How do you explain your society’s policy to issue EEDI
“certificates” to existing ships and more so at a time
when IMO’s guidelines were still incomplete and under
development?  Will you continue this practice for pre-
2013 built ships?
Germanischer Lloyd (GL) has long been a supporter of
measures to improve ship efficiency. The EEDI calculations
are to the greatest extent fixed and have been adopted by
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the IMO. Carrying out the assessment of existing ships 
according to the IMO’s EEDI guidelines is technically possible
when all the required data is available and GL has received
considerable interest from shipowners who wish to have
their vessels assessed to the standard. Recently, GL has
completed the assessment of Hapag Lloyd’s entire self-
managed German flagged fleet, a process which began in
2008 with the first EEDI “Statement of Compliance” issued
in 2010 to Hapag Lloyd’s “Vienna Express.”
We must remember that from 2013 every new built ship to
which the regulations apply will need to have an EEDI cal-
culated and certified. For the organisations that carry out
these assessments to enter
into this certification process
essentially blind, without
having undertaken such 
assessments beforehand,
would hardly be an ideal
state of affairs. In the initial
guideline to the EEDI, the
Recognised Organisations
were also tasked with col-
lecting experience on the standard in order to aid in its 
development and to add to the ongoing discussion at the
IMO at that time.
Also, without wishing to speculate as to the motives of those
shipowners who have opted to have their vessels assessed
according to the standard, the EEDI surely gives shipowners
a valuable measure with which to assess vessels within their
existing fleet as they consider where and along what lines
the next generation of vessels will be constructed. Regard-
ing the service of reducing CO2 emissions, the EEDI is 
intended to stimulate innovation and technical development
of all the elements influencing the energy efficiency of a ship
from its design phase, and to encourage best practices for
the fuel efficient operation of ships. Shipowners could hardly
be expected to know how they can best take advantage of
new design features and innovations without having a 

realistic assessment of the vessel designs they currently
have in fleet. And as long as shipowners continue to feel the
need to have EEDI calculations performed for existing ves-
sels, GL will continue to support them in doing so.  

IMO made SEEMP (Ship Energy Efficiency Management
Plan) mandatory for ships starting in 2013.  How do you
see the role of your society in assisting and auditing
ships and companies for SEEMP? Will you prefer that
owners use an EEOI as their fuel consumption index or
any other method they chose?

The development of a SEEMP lies to a large extent with the
individual ship owner. GL has adopted the position that the
SEEMP can be a very useful tool for ship owners for reducing
fuel consumption and improving fuel efficiency, both in 
individual ships and across whole fleets, but that it is a case
of “getting out what you put in.” GL stands ready to help
individual owners to create efficiencies wherever possible.
GL’s consulting subsidiary FutureShip has already demon-
strated that implementing a SEEMP can have extremely
beneficial results when a comprehensive system of contin-
uous improvement is introduced, and they have already
begun working with shipowners to develop individual
SEEMPs. The GL Academy also offers a seminar based on
the IMO model course “Energy Efficient Operation of Ships”
that covers all the relevant topics for the application and
implementation of a SEEMP.

without wishing to speculate as to the motives of those shipowners 
who have opted to have their vessels assessed according to the standard,

the EEDI surely gives shipowners a valuable measure with which to assess
vessels within their existing fleet as they consider where and along what

lines the next generation of vessels will be constructed.
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In terms of the index used by owners to assess the results
of their own SEEMP, GL certainly sees benefits in using the
EEOI, being as it is a tool which has been developed within
the IMO itself. That being said, individual owners may find
other indexing tools more valuable in the context of their
particular operating profiles, and as long as these have a
sound technical footing, GL will work to assist owners with
whichever tool they might prefer. 

How do you view the possibility of MBMs (Market Based
Measures) being applied to shipping at a time
when the freight incomes are very depressed?
Do you consider that MBMs will help to reduce
fuel consumption further, or is the high price
of fuel sufficient for the same effect?
The question of the adoption or not of MBMs to
reduce greenhouse gas emissions continues to
be debated at the IMO; therefore, to comment on
the possibility of their introduction is premature.
This is an extremely complex question which is
being studied intensively at the IMO and there are
still a number of very different proposals before
the MEPC. GL has no preference on any proposed
MBM today, but emphasises that any MBM which
might be adopted should have a solid technical
basis, be easily quantifiable, not compromise
safety, and fulfil the criteria which the IMO has
previously established. GL is advising the Ger-
many Transport Ministry on this matter with a
focus on possible verification requirements, and
awaits with interest the outcomes from the Committee.

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and
thus EEDI). Many of these devices have been known for
years. There are several concerns among owners rang-
ing from inflated maker’s claims to the influence of such
devices to a ship’s EEDI “on paper only” possibly with
Class endorsement. Furthermore, even if a device pro-
duces improvement on a specific design, this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified?  
In so far as the regulations include a verification process,
the effect or otherwise of modifications to a vessel will be

seen in the results of the sea trial. The claims of manufa-
cturers notwithstanding, the calculation of an EEDI is a 
reflection of the individual vessel’s efficiency resulting from
a myriad of factors including the interaction of the particu-
lar hull form, engine configuration and propeller design.
How any “Energy Saving Devices” add or subtract from that
efficiency will be reflected in the sea trial data.
As regards to those devices which are not “below the water”,
such as the use of wind assistance on vessels, for example,
or other such innovative methods for increasing efficiency,
the calculation methods for integrating such devices into
the EEDI formula are the subject of continuing development
at the IMO, under the guidance of the Japanese delegation.
GL, together with partners, has developed a calculation
method to assess the contribution of wind power to a ves-
sel’s EEDI and a global wind matrix, which forms part of this
calculation. This method has been submitted to the IMO by
the German Flag State [see the guideline (MEPC62/5/12)

and informals (inf.34 and inf.35)].
Assessing such innovations is a continuing process and GL
will be actively working to help ensure that the calculation
methods developed stand on the soundest technical basis
possible, opening up a broader range of efficiency options
to owners, designers, operators, and yards. GL closely 
follows the development of new innovations for the 
improvement of the energy efficiency of vessels and will be
overseeing the sea trial of the new Air Cavity System which
has been retrofitted onto a 12,580 DWT multi purpose
heavy list vessel by the DK Group.
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Shipping Organizations have long stated that EEDI is not
valid and cannot be calculated for existing ships.  This
was also confirmed in very clear terms by IMO at MEPC
63.  Informed owners have praised your stance not to
bow to commercial pressures and issue EEDI “certifi-
cates” for existing ships.  Will you continue this policy?
Whilst the EEDI will apply to new ships only, it will take time
for the existing fleet to be replaced by EEDI compliant ships.
It is for this reason that industry is also keen to see some
kind of performance standard for existing ships, so that the
entire global fleet is on a comparative basis. This is some-
thing that, at present, the IMO’s operational efficiency indi-
cator (EEOI) cannot achieve alone.  Indeed, this is perhaps
why some organisations are keen to explore whether the
EEDI itself can be applied to in-service ships retrospectively.
At present, this is not an option, given
that the EEDI is, by definition, a new
ship index; however, it poses an inte-
resting question as to whether the
same technical methods and chal-
lenges can be overcome in order to
apply a similar index in much the
same way.  This is something best lest to industry consider-
ation at the moment.

The IMO made SEEMP (Ship Energy Efficiency Manage-
ment Plan) mandatory for ships starting in 2013.  How
do you see the role of your society in assisting and 
auditing ships and companies for SEEMP? Will you prefer
that owners use EEOI as their fuel consumption index or
any other method they chose?
To help address the twin imperatives of environmental 
regulatory compliance and the need to reduce fuel con-
sumption, Lloyd's Register has introduced the application of
a new standard for shipping companies.
Using the expertise of its world leading quality assurance
arm, LRQA, Lloyd's Register has developed a 'marinised' 
application of the international energy management 
systems standard ISO 50001. By adopting and using the
50001 standard, a company is in a strong position to better
manage and reduce its energy needs.
Greek tanker owners have been leading the way in taking

up the new standard that provides an umbrella structure
for managing energy efficiency including meeting the
SEEMP requirements which all ships need by January 1st
2013 and effective monitoring which goes beyond EEOI. 

For many tanker owners the stan-
dard will be a practical and direct
means of meeting stakeholder re-
quirements such as OCIMF’s Energy
Efficiency Guide and the anticipated
introduction of TMSA III require-
ments. 
Breadth and depth of expertise in
marine survey and auditing, together
with the domain experience and
reach of LRQA, is crucial to the ef-

fectiveness of Lloyds Register’s delivery of this ISO 50001
to the shipping industry.  

How do you view the possibility of MBMs (Market Based
Measures) being applied to shipping at a time when the
freight incomes are very depressed?  Do you consider
that MBMs will help to reduce fuel consumption further,
or is the high price of fuel sufficient for the same effect?
Our focus as a classification society is on technical measures
to support environmental compliance and to improve 
performance. We can advise the industry on the impact of
regulatory decisions or through the regulatory development
process – and we have been providing advice as to the likely
impact of various measures and the political process. 
Measures that affect price can affect behaviour. The key for
shipping is ensuring that any such measures are fair and
equal in their application to our global industry.  

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and

CLASSIFICATION SOCIETIES

Measures that affect price can affect behaviour. The key 
for shipping is ensuring that any such measures are fair and equal

in their application to our global industry.  
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thus EEDI). Many of these devices have been known for
years. There are several concerns among owners rang-
ing from inflated maker’s claims to the influence of such
devices to a ship’s EEDI “on paper only” possibly with
Class endorsement. Furthermore, even if a device pro-
duces improvement on a specific design, this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified? 

Lloyd’s Register’s specialist Computational Fluid Dynamics
in-house capability, combined with our understanding of the
industry and both vessel operating profiles and equipment
manufacturers, enables us to provide assurance by covering
a wide range of energy saving devices. From the design
stage, including concept evaluation and design assessment,
through to in-service optimization and identifying the 
practical aspects of the performance of the energy saving
devices. 

Shipping Organizations have long stated that EEDI is not
valid and cannot be calculated for existing ships.  This
was also confirmed in very clear terms by IMO at MEPC
63.  Informed owners have praised your stance not to

bow to commercial pressures and issue
EEDI “certificates” for existing ships.  Will
you continue this policy?
RINA does not issue EEDI certificates for 
existing ships because the modified Marpol
Annex VI does not apply to those ships.
However, we will evaluate EEDI for new
buildings when required by shipyards or
owners, before 2013. That will enable the

By Andrea Cogliolo
Head of Innovation & Research, RINA Group

yard to progress the design and ensure that owners inve-
sting in new tonnage can know how their vessel will 
compare with others when delivered. 
RINA has concerns about the application of EEDI to Ro-Pax
ferries. We are the leading class in Ro-Pax ferries in Greece,
and a leading class in ferries globally; we are the leaders 
because we understand Ro-Paxes and what their owners
need. That is why we have taken the initiative, working with
the Italian administration, to submit a study to the IMO
which will improve the way EEDI is applied to passenger 
ferries. To back that paper, we have conducted extensive 
research and are now well prepared to help owners with any
EEDI issues.

The IMO made SEEMP (Ship Energy Efficiency Manage-
ment Plan) mandatory for ships starting in 2013.  How
do you see the role of your society in assisting and 
auditing ships and companies for SEEMP? Will you prefer
that owners use EEOI as their fuel consumption index or
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any other method they chose?
RINA has six energy management services it can provide for
shipowners and shipyards. The first two, audit and certifica-
tion of ISO14001 and ISO50001, aim to help companies
manage energy and environmental impact and build 
continuous improvement into their company systems.
At the ship level, RINA has a simple guidance scheme to help
owners prepare a SEEMP which will not only comply with
IMO requirements, but will also lead to energy savings by
identifying waste and improving energy management 
practice aboard.
For owners who wish to go further down the energy saving
track, RINA can provide a full on-board audit of energy use
and suggest operational changes or retrofits which will 
improve consumption.
A further step in the energy management service is built on
RINA’s proven Green Energy tool. This provides a full three
month monitoring of all energy use on-board. Close analysis
of on-board use and speed and consumption data will 
provide a strong platform for improving operational practices
to save fuel. 
Monitoring the energy behavior of the ship is the key point
for planning further improvements and verifying the results
provided by the solutions already implemented. EEOI could
be one of the KPIs to be used in order to monitor on-board
fuel consumption and management.

How do you view the possibility of MBMs (Market Based
Measures) being applied to shipping at a time when the
freight incomes are very depressed?  Do you consider
that MBMs will help to reduce fuel consumption further
or is the high price of fuel sufficient for the same effect?
There is a lot of debate about market-based measures and
how they might be applied to shipping, and we cannot 
discount that such a mechanism may be imposed on ship-
ping in the future, as it has been in other sectors. What is
important is that any such mechanism should be global and
predictable, so that owners can manage the risks and make
rational decisions on investment and operation. 

EEDI will lead to a new market for “Energy Saving De-
vices” which claim to reduce ship fuel consumptions (and
thus EEDI). Many of these devices have been known for
years. There are several concerns among owners rang-
ing from inflated maker’s claims to the influence of such
devices to a ship’s EEDI “on paper only” possibly with
Class endorsement. Furthermore, even if a device pro-
duces improvement on a specific design, this does not
mean it can do the same for another ship design. How
do you plan to deal with this upcoming issue and how do
you propose that such devices are tested and certified?  
Various kinds of innovative technologies for improving the
energy efficiency of ships have been developed by various
stakeholders, e.g. waste heat recovery systems, solar power
systems, wind propulsion systems and so on.
In order to provide a uniform method of calculation and 
verification of the effect of such technologies on the EEDI, it
is necessary to develop guidelines or guidance for such
technologies.
At the second Intersessional Meeting of the Working Group
on Energy Efficiency Measures for Ships of the IMO, the fol-
lowing was agreed: “these guidelines/guidance documents
should be developed separately from the EEDI calculation
guidelines and the survey and certification guidelines”.
RINA is working with owners, yards and equipment makers
on a case-by-case basis to ensure that owners invest in ap-
propriate equipment or fuel saving solutions. We have been
doing that for some time, using our Green Plus tool to help
yards and owners make environmental choices when spec-
ifying and outfitting new vessels.

RINA is working with owners, yards and equipment makers on a case-
by-case basis to ensure that owners invest in appropriate equipment or
fuel saving solutions. We have been doing that for some time, using our
Green Plus tool to help yards and owners make environmental choices
when specifying and outfitting new vessels.
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One of the Chamber’s aims and objectives is to main-
tain Cyprus´s leading role in the world shipping
scene and to further develop and upgrade the

Cyprus Shipping infrastructure. We therefore believe that
the new shipping taxation framework, following its official
approval by the European Commission in 2010, represents
a great expansion tool which should be fully exploited by
Cyprus towards that direction.
Despite the serious commercial difficulties, Cyprus Shipping
has managed to maintain its considerable contribution to
the GDP of Cyprus which as an overall sector is calculated
to be around 7%. During the Cyprus Shipping Chamber’s 
Annual General Meeting which was held on 27 April 2012, it
was stated that the Shipping Industry’s foreign and local di-
rect investment into the Cyprus Economy can be maintained
and strengthened even more by imple-
menting three requests made by the
Chamber which, if adopted, will offer
Cyprus Shipping quite a promising fu-
ture:
a) The creation of an “Under-Secretary
for Shipping” position

b) The further promotion and ex-
pansion of the “Tonnage Tax” System.

c) The listing of the Turkish Embargo on Cyprus
ships.
The new shipping taxation system ensures the
viability of the Cyprus Shipping Register and
the Cyprus Shipping Industry, as well as the un-
hindered continuation of the important contri-
bution of the Shipping Industry to the Cyprus

Economy which according to the latest
available official statistical figures is as-
sessed to be between 6 - 7% of the GDP.

For this reason, the Chamber, in close
cooperation with the Cyprus Maritime

Administration and other bodies such
as the Cyprus Investment Promo-

tion Agency, has already embarked on a concerted and tar-
geted marketing campaign, which is to be further enhanced,
in order to promote and explain the provisions of the new
Shipping Taxation System and attract more quality ships
and shipping companies to Cyprus.
Cyprus is now on the verge of yet another major break-
through and with the EU Presidency in July 2012 just
around the corner, the circumstances are very favourable
for Cyprus and offer opportunities that must not be missed!

The recent discovery of Natural Gas in the Exclusive
Economic Zone of Cyprus creates even greater
prospects for Cyprus Shipping and, of course, the

country as a whole. Cyprus can develop into an important
Energy Centre in the Mediterranean.  Strategic partner-
ships, together with careful management and well-prepared
development plans, can create new and vibrant Shipping
and Energy projects with great financial benefits for the
Cyprus Economy.  At the same time, this important business
development will offer Cyprus and, by extension, Europe,
even greater political influence on a regional and global
level in matters concerning Energy and Shipping.  For this

reason, the Chamber is
committed to develop-
ing the strategies for
Cyprus Shipping to
practically assist the
Government in this im-
portant endeavour by
offering its Members’

specialised knowledge in this field.
However, in addition to the Turkish Embargo on Cyprus flag
ships, Cyprus, together with the rest of the international
shipping community, is called upon to face the increasing
threat of Piracy!
The present absence of a complete international legal
framework unfortunately calls more and more for private
armed guards onboard. Ship operators have no further
means of safeguarding their ships, cargoes and, more im-
portantly, their seafarers. The consensus industry view, as
well as the view of the Chamber, still remains that, under
normal circumstances, private armed guards are by no
means recommended.  However, in view of the current es-
calation and more recently the executions of seafarers, ship
operators are osten forced by cargo owners and charterers

CYPRUS SHIPPING

By Thomas A. Kazakos
Director General Cyprus Shipping Chamber

The recent discovery of Natural Gas in the
Exclusive Economic Zone of Cyprus creates
even greater prospects for Cyprus Shipping
and, of course, the country as a whole. 

National Developments - Strategies to ensure
the viability of the Cyprus Shipping Register
and the Cyprus Shipping Industry
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to retain all possible options available in order to deter at-
tacks and defend their cargoes and crews against Piracy.
Without robust and effective counter measures, piracy will
continue to threaten the safe passage of thousands of sea-
farers, making the use of important sea-lanes an unaccept-
able risk. In this respect, the Cyprus Government in close
cooperation with the Cyprus Shipping Chamber, have pre-
pared a pioneering piece of legislation which governs the
use of armed guards onboard Cyprus flag ships, which was
adopted by the Council of Ministers on 20 April 2012. With
the approval of this pioneering Bill, an innovative and de-
tailed legislative framework is established for lawfully using
armed escorts by specially trained and certified guards. The
Chamber, as the official representative of the Cyprus Ship-
ping Industry, cooperated very closely with the Cyprus Mar-
itime Administration, and especially with the Department of
Merchant Shipping, during the preparatory stages of this
important Bill which took over a year. The Bill has now been
submitted to Parliament and is expected to be enacted
within the next couple of weeks.
Furthermore, Cyprus is now the 26th country to have rati-
fied the Maritime Labour Convention (MLC) 2006. The
Cyprus Parliament at its Plenary on 26 April 2012 officially
approved the relevant Ratification Bill which incorporates
the provisions of the Convention into national legislation.

The Chamber worked very closely with the Cyprus Maritime
Administration during the preparatory stages of the Bill
which fulfills the Flag State’s commitments under the Con-
vention with respect to ships and seafarers under its juris-
diction. The ratification instrument will now be officially
deposited to the International Labour Organisation (ILO) by
the Cyprus Government. The combination of the new com-
petitive Tonnage Taxation System, the possibility of an up-
graded Maritime Administration Structure, the potential
listing of the Turkish Embargo on Cyprus ships, and a series
of well-prepared development plans following the recent
discovery of Natural Gas in the Exclusive Economic Zone of
Cyprus, offer Cyprus Shipping a very promising future.

There is no doubt that over the last few decades Cyprus
has been transformed into one of the largest, “all-em-
bracing” Shipping Centres within the European Union

and globally. The development and diversification of almost
every shipping activity in Cyprus has been enhanced even
further during the past years and its Maritime Cluster dy-
namics are steadily growing.  
The Cyprus Shipping Chamber is therefore committed to
working creatively on new shipping modalities for public and
private partnerships and exploiting innovative new ways, in
order to maintain Cyprus’s leading edge.
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On July 1st 2012, Cyprus will take over the rotating
Presidency of the EU Council for six months. For
Cyprus this will be a moment in the limelight and for

the Ministry of Communications and Works it is a great chal-
lenge which requires strategic planning and intensive poli-
tical and organisational activities on national and European
level in order to run a successful presidency. 
The main task of the EU Presidency is to run the agenda of
the Council for six months. The vast
majority of this agenda is "inherited".
In other words, the Presidency exa-
mines the dossiers that simply "land"
on the Presidency’s table (i.e. examina-
tion of the incomplete dossiers, exam-

ination of the amendments of
existing Community Legis-
lation and of the new pro-
posals submitted by the
European Commission). 

In the area of maritime transport the Cyprus
Presidency will attach importance to the promo-
tion of improved working and living conditions for

seafarers and a more secure and responsible mar-
itime workforce, as well as a socially responsible
shipping industry. 

In this respect, the Cyprus Presidency will focus
on the examination of the European Commis-

sion’s legislative initiatives on the enforcement of the rele-
vant provisions and standards of the ILO's Maritime Labour
Convention (MLC) in relation to Port State and Flag State
obligations of EU Member States on board all ships calling
at EU ports, regardless of the nationality of the seafarers.
The relevant legislative initiatives encompass the amend-
ment of the Directive 2009/16/EC on Port State Control and
the introduction of a Directive concerning Flag State re-
sponsibilities. 

Cyprus will continue to work towards a more efficient
maritime transport sector. In this respect, the Cyprus
Presidency will organise a meeting in Cyprus (24-25

September 2012) bringing together all Directors of the Ma-
ritime Administrations of EU Member States, in order to ex-
change views on current affairs in an attempt to meet effe-
ctively the future challenges for EU shipping and its related
activities.
It is obvious that the great bulk of a Presidency’s pro-
gramme will consist of inherited and wholly foreseeable
material. It is a fact that the Presidency’s capacity to set
priorities in EU policy making is limited. In spite of the

Cyprus Presidency: Navigating 
the Council of the EU towards 
a "Better Europe" and "Blue Growth"

CYPRUS SHIPPING

By Vassilis Ph. Demetriades
Head of EU Affairs Unit
Ministry of Communications and Works
Republic of Cyprus

In the area of maritime transport the Cyprus Presidency will
attach importance to the promotion of improved working and 
living conditions for seafarers and a more secure and respon-
sible maritime workforce, as well as a socially responsible 
shipping industry. 
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CYPRUS SHIPPING

The Cyprus Presidency will, as a priority, aim at ‘reenergizing’
the EU Integrated Maritime Policy, through the examination and
adoption of a political Declaration, in order to create momentum
for the implementation of this innovative cross-cutting policy. 

above, it is worth for Cyprus to explore this potential to-
wards influencing the EU policy agenda especially on ma-
ritime affairs.

Τhe EU Integrated Maritime Policy is an important tool
in meeting the objectives of Europe 2020 Strategy.
The potential of Europe’s oceans and seas for the EU

economy, sustainability and prosperity, as well as the need
for a genuine strategic approach to Europe’s maritime af-
fairs and coastal areas should be further explored. The
Cyprus Presidency will, as a priority, aim at "reenergizing"
the Integrated Maritime Policy (IMP), through the examina-
tion and adoption of a political Declaration, in order to cre-
ate momentum for the implementation of this innovative
cross-cutting policy. 
This priority will be highlighted with the organisation of an
Informal Ministerial Meeting on EU-IMP as a follow-up to the
one organised by the Portuguese Presidency in Lisbon in
October 2007. The said Ministerial Meeting under the
theme "Reenergizing EU-IMP: From Lisbon to Limassol" will
take place in Cyprus, on the 8th of October 2012 and it will
be addressed by the President of the European Commission
Mr. Jose Manuel Barroso and the Commissioner responsible
for Maritime Affairs Mrs. Maria Damanaki. 

EU Ministers responsible for maritime affairs will take
note of the progress made on the EU Integrated Mar-
itime Policy and they will adopt the "Limassol Declara-

tion" aiming to become the milestone for the future

development of the EU Integrated Maritime Policy. The "Li-
massol Declaration" will be submitted to the Council for fur-
ther examination and adoption of formal Council Conclusions,
in view of the General Affairs Council and the European Coun-
cil in December 2012.
The Ministerial Meeting will focus on the "Blue Growth" ini-
tiative which aims to stimulate growth, jobs and competi-
tiveness from marine and maritime sectors which represent
a source of untapped economic potential that is vital for Eu-
rope’s future and its economic recovery. The said Ministerial
Meeting will also emphasize the importance of enhancing
sectoral and cross-sectoral cooperation between EU Mem-
ber States and third countries sharing a sea basin with the
EU thus increasing the potential for sustainable growth per-
spectives from the oceans, seas and coasts.
As part of the Integrated Maritime Policy, the Commission’s
legislative initiative on Maritime Spatial Planning will be sub-
mitted to the Council and the European Parliament. The
Cyprus Presidency will initiate and progress the discussions
on the said legislative proposal.

Asuccessful Presidency is the best promotion of Cyprus
and an opportunity to create positive image of Cyprus
both in Europe and internationally. In the area of

shipping and maritime affairs, Cyprus will "navigate" the EU
Council’s legislative and political decisions towards a "Better
Europe", promoting "Blue Growth" and brokering compro-
mises between the Member States for the benefit of EU and
global shipping, proving once again its leading role in Euro-
pean and international shipping scene. 
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WWater is the “lifeline” of mankind but Oil in our
days has also become very important and neces-
sary.  Very many of the products we use are pro-

duced from oil.  On the other hand, the price of oil affects
our everyday life as it goes up and down. How much we
know about the production, consumption and distribution of
oil will help us understand the complexities of this valuable
commodity. Today’s world production is 89 million barrels
per day which are being produced in OPEC Countries (31
million barrels per day) and non-OPEC Countries (58.2 mil-
lion barrels per day). It has to be mentioned that oil covers
36% of the world demand for energy. The expectation is
that while various oil sources will eventually be exhausted
in the next 20-30 years, the Middle East will remain the
main Oil producer. The main points which are relevant to
the Oil Industry are:

1. The World’s Population
Developing together with developed Asia
constitutes the biggest part of the world
population. No changes are expected in the
population of North America, West & East
Europe and some other countries. By the

year 2020 however it is expected
that most of the earth’s 7 billion

people will live in Asia.

2. World’s Sources of Energy

3. World’s Oil Production 
The major oil producing countries are Saudi Arabia 10.37
million barrels per day, Russia 9.27, USA 8.69, Iran 4.09,
Mexico 3.83, China 3.62, Norway 3.18, Canada 3.14,
Venezuela 2.86, United Arab Emirates 2.76, Kuwait 2.51,
Nigeria 2.51, United Kingdom 2.08 and Iraq 2.03.    

4. Consumption by Region
North America is the biggest consuming area with a per-
centage of 29%, followed by Asia 27% and Europe 21%. The
energy demand for North America has remained almost the

Oil 36.16%

Coal 24.38%

Natural Gas 21.16%

Biomass 13.93%

Nuclear 2.14%

Hydro 2.12%

Other 0.09%

By Emmanuel Papalexis
Chairman Mare Maritime Company S.A.

ENERGY

Oil and oil prices
Today and tomorrow
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same in the last 10 years, whereas in Asia the demand has
increased considerably. On the basis of today’s statistics, the
United States of America is the biggest consumer. The  global
increase in demand for oil for the year 2012 was forecast to
be 1.3 million barrels per day, however, due to the economic
crisis, the forecast was reduced to 1 million. China is another
important consumer, consuming 6.5 million barrels per day -
out of which 3 million is produced locally and 3 million are im-
ported. Japan follows by importing 5 million barrels per day.

5. The Biggest Oil Exporters
First is Saudi Arabia, which exports the biggest part of its
production. Russia, although it produces close to 9 million,
exports only about 5-6 million barrels per day. Other big ex-
porters are Norway, Iran, Canada, Venezuela, UAE, Kuwait,
Nigeria, Mexico, Algeria, Iraq, Libya and Qatar.

6. The World’s Oil Reserves
The table 1 indicates that more than 80% of the world’s
proven oil reserves are located in OPEC Member Countries,
with the bulk of OPEC oil reserves in the Middle East
amounting to 65% of the OPEC total. It should be noted that
OPEC Member Countries have invested heavily in the explo-
ration of oil in the last few years. The total oil reserves in
OPEC Countries are 1.1 trillion barrels.

7. Oil Prices – OPEC and Oil Companies
The fluctuation of oil prices, in some cases severe, attracts
the attention and curiosity of the public. Why, how and who
controls and manipulates this market? Is it the OPEC Coun-
tries, the Oil Companies, or other factors? The answer could
be, none of these alone, but rather all of them together.
OPEC increases and decreases oil production and in this way
can affect the price of oil, since this action affects the supply
and demand principle. Although oil companies no longer

control the movement of oil as they did in the past, they are
deeply involved in the purchase & sale and the refining &
exploration of oil. The question is who are these OPEC mem-
bers? The countries in OPEC are Saudi Arabia, Iraq, the
United Arab Emirates, Bahrain, Kuwait, Qatar, Libya, Algeria,
Venezuela and Indonesia. And what about the Oil Compa-
nies? Years ago, they used to be seven; therefore they used
to be called “the Seven Sisters”. They were AMOCO, EXXON,
MOBIL, SHELL, BP, TEXACO and CHEVRON. Aster a merger
between them the “Seven Sisters” became four, i.e. EXXON-
MOBIL, CHEVRONTEXACO, SHELL AND BP (AMOCO). The
third question is what are the other factors affecting the
price of oil? The answer is of course warlike activities and
political instability in the oil producing areas, as well as the
world economy, the oil paper market and various
market/stock exchange speculations.
The diagram above (table 2) is a clear evidence of all the
above. In fact, OPEC has seldom been effective at controlling
the prices completely.

8. Natural Gas
The use of natural gas is increasing day by day and will even-
tually become the second more important energy aster oil,
superseding coal. The countries with the biggest production
and export of gas are Algeria, Malaysia, Qatar and Indonesia.
The big exporter of course is Indonesia.

9. Oil Reserves in Greece
Recent research has indicated that certain oil reserves also
exist in the Ionian Sea area and in particular Ioannina, the
Gulf of Patras and Katakolo, and also in certain areas of the
Aegean Sea. Of course, the production in the Kavala area
has been increased from 1,000 to 5,000 barrels per day. The
Greek Energy Firm ENERGREEN OIL AND GAS is expanding
the investment for Oil exploration in Greece.
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Table 1. Table 2.
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The presence of armed guards on board merchant
ships has become increasingly common.  It is esti-
mated that 35-40% of vessels transiting the High Risk

Area are now carrying armed security guards. This in-
creased demand for the services of
private maritime security companies
has been met by a large number of
new “start-up” companies entering
this rapidly expanding market. A re-
cent count of such companies stood at
more than 200 – each with their own
set of terms and conditions of employ-
ment. The purpose of GUARDCON is to
bring contractual harmonisation and certainty to the
process of hiring security guards. The ambition is to replace
the plethora of individual contracts issued by the numerous
security companies each of which has to be carefully vetted
by shipowners and their P&I Clubs. Early indications are that
GUARDCON is hitting its mark and is already beginning to

enjoy increasing use by security firms and their
client shipowners. 

However good a contract GUARD-
CON may be, it is not in any way in-
tended to be a substitute for the

proper exercise of due diligence by ship
owners as part of the pre-contractual

process when selecting a security company
to provide unarmed or armed guards for a

ship. While there is no substitute for due dili-

gence, GUARDCON aims to raise the bar in terms of the
standards to which security companies must reach in terms
of insurance cover for their risks, and permits and licences
to allow them to lawfully transport and carry weapons. The
insurance requirements alone are set at such a level as will
potentially exclude smaller companies from being able to
offer their services using GUARDCON if they lack the neces-
sary financial resources. This is deliberate and is intended,
along with the permits and licences provisions, to weed out

operators who may potentially place shipowners and their
crews at risk. 

Of equal importance is that ship owners employ se-
curity guards as a supplement to existing anti-piracy
and BMP measures and not as an alternative.

GUARDCON emphasises that ship owners should not seek
to reduce costs by employing less than the number of
guards recommended. Risk analysis has shown that in the
majority of cases the recommended minimum number will
be four guards. This number has been proven to give the
best protection against attack because all quarters of the
ship can be covered and a proper round the clock watch sys-
tem can be maintained.
In parallel with the development of GUARDCON, BIMCO has
also prepared Guidance on the Rules for the Use of Force
(RUF). It is outside of BIMCO’s remit to drast a set of stan-

GUARDCON – a comforting contract 
in troubled times

PIRACY

By Grant Hunter
Chief Officer Legal and Documentary Affairs BIMCO

GUARDCON emphasises that ship owners should not seek to re-
duce costs by employing less than the number of guards recom-
mended. Risk analysis has shown that in the majority of cases
the recommended minimum number will be four guards.
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The most fundamental aspect of carrying armed civilian guards on board a
merchant vessel is that under no circumstances should there be a derogation
of the Master’s authority – he retains at all times full command of and re-
sponsibility for the vessel.

dard RUF as such because, ultimately, the content of such
Rules is a matter of national law. While the BIMCO Guidance
on RUF will undoubtedly be of great assistance to owners
and private maritime security companies when drawing up
and agreeing RUF for their own purposes, the Guidance it-
self does not form part of the GUARDCON contract. The
Guidance sets out a template for providing a graduated and
proportionate response with lethal force being a last resort
to be used only in exceptional circumstances. The industry
still needs an internationally approved RUF and it is hoped
that the GUARDCON guidelines will find their way to one of
the working groups responsible for formulating policy on
this important issue.

GUARDCON is a multi-functional agreement which can
be used as a framework agreement covering multi-
ple transits or as a contract for single transits. Al-

though it is geared towards the employment of private
armed guards on board ships, it may equally also be used
for the employment of unarmed guards. 
The all-important liabilities and indemnities provisions of
GUARDCON are based on so-called “knock for knock” prin-
ciples of mutual allocation of risk principles whereby each
party is responsible for loss of/damage to and/or death
of/injury to any of its own property and/or personnel or that
of the entities within its defined “group”; responsibility is
without recourse to the other party; and each party, in re-
spect of the losses, damages or other liabilities it has as-
sumed responsibility for, indemnifies the other party. 
The provisions of GUARDCON are not cast in stone; they are
designed to provide a well thought through and solid con-
tractual platform on which the parties can base their agree-
ments. It is expected that ship owners and security
companies may wish to negotiate and subsequently amend
some of the more commercial terms, such as those relating

to payments and fees. However, certain key clauses dealing
with insurance, liabilities, Master’s authority, and permits
and licences should not be touched as any amendments
may result in an owners’ P&I cover being prejudiced.
There are three Clauses in GUARDCON that are worthy of
particular note as they form the essential core of the con-
tract.

Master’s Authority and Division of Responsibilities
The concept of providing for the use of force, including
lethal force, in a commercial contract is unique in the mar-
itime field. 
The most fundamental aspect of carrying armed civilian
guards on board a merchant vessel is that under no circum-
stances should there be a derogation of the Master’s au-
thority – he retains at all times full command of and
responsibility for the vessel. This is a SOLAS requirement
and is expressly stated in the contract.
However, GUARDCON also acknowledges that the Master of
a merchant vessel does not have the necessary expertise to
command a team of armed guards in the use of firearms or
necessarily to decide upon situations where a graduated re-
sponse by the guards is appropriate. GUARDCON does not
require the Master to invoke the Rules for the Use of Force
(RUF), which is consistent with the policy to avoid the risk of
“joint enterprise”. If the Master was to invoke the RUF and
the guards, acting on his orders, unlawfully fatally injure a
third party, the Master could be exposed to criminal liability. 
It is very important to note that invoking the RUF does not
necessarily mean the use of lethal force or indeed force of
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any kind by the security guards. A properly drasted and
agreed RUF provides a means of graduated response to a
threat which must be proportionate to that threat. It may
well be that the highly visible presence of security guards
on deck is sufficient to deter a threat without further action
being taken.
In terms of the actual use of force the provisions of GUARD-
CON clearly allocate the decision to each of the security
guards alone. This means that the Master cannot order a
guard to shoot – each guard must act in accordance with
the RUF and national law in deciding upon the appropriate
use of force and will be held liable for the consequences. In
this way the Master is unlikely to be exposed to any criminal
action at a later date.
Although the Master does not invoke the RUF or order the
use of force by the security guards, he retains the right
under all circumstances to order the guards to stop firing.
However, it should be noted that the Master’s right to order
the guards to stop firing is set against the individual right of
each guard to exercise self-defence. Simply put, an individ-
ual has the right to take whatever appropriate action he
feels is necessary and proportionate to defend himself (in
accordance with national law). If a guard thinks that to stop
shooting would lead directly to him being killed or injured,
then he can take the sole decision to continue firing regard-
less of orders to the contrary.

Permits and Licences
There is concern in the industry that an apparently sizable
number of private maritime security firms are operating
without the necessary permits and licences to transport and
carry weapons. The consequences of contractors failing to
have the required permits and licences effectively makes
the carriage of weapons illegal, the consequences of which
could result in significant delays to the vessel. In response
to this concern, GUARDCON contains a comprehensive
clause dealing with permits and licences which place a strict
obligation on the contractors to ensure that they meet all
such requirements. This is an important clause and parties
should take careful note of its provisions.
Owners also have obligations in respects of various permis-

sions that need to be obtained in order to carry armed
guards on board. GUARDCON places a mutual obligation on
the owners and the contractors to obtain all necessary per-
mits and to maintain them during the transit and provide
copies to the other party on request. Each party is also
obliged to indemnify the other against the consequences of
failing to obtain the required permits.

Insurance Policies
GUARDCON sets out the minimum insurance cover that the
contractors must maintain to cover their liabilities during
the contract period. The policy limits for the contractors’ in-
surances set out in the Clause reflect a level which should
be considered the industry accepted norm. BIMCO acknowl-
edges that the insurance requirements in GUARDCON will
“raise the bar” on insurance cover for many security con-
tractors. The result may be that the widespread adoption of
GUARDCON will weed out some of the less well-resourced
companies which are unable or unwilling to meet the insu-
rance requirements. However, given the fundamental im-
portance of ensuring that security contractors are ade-
quately insured to cover their risks, BIMCO feels that
GUARDCON has an essential role to play in regulating this
aspect of the commercial arrangement between owners
and contractors.  
Policy limits are set at $5 million (or other higher figure as
may be agreed by the parties). While the application of de-
ductibles to help reduce premiums is a perfectly acceptable
practice, the contract provides that to avoid contractors
agreeing deductibles that in the event of a claim they may
not have the financial resources to meet, such deductibles
have to reflect market practice. The contractors are obliged
to provide the owners with evidence of insurance with
copies of cover notes if the owners so require. Owners
should also be adequately insured and have appropriate P&I
cover.

Troubled times
Although BIMCO in no way wishes to see the use of armed
guards on ships become institutionalised, the organisation
recognises that, for the time being at least, the use of
guards seems to offer shipowners the best deterrent.
GUARDCON brings contractual harmony and certainty to an
emerging market of shipboard security services – which
should be welcomed not only by owners but also by mar-
itime security firms. The early and rapid uptake of GUARD-
CON by the industry is very promising. These are troubled
times for ship owners, so any industry-wide measure to help
increase contractual certainty and reduce risk is to be wel-
comed. 
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Innospec’s Contribution to comply with SEEMP 
Innospec is the leading manufacturer and supplier of fuel additives to the marine industry

PUBLI

Introduction
Ship Energy Efficiency Management Plan (SEEMP)
It is anticipated that from 1st January 2013, SEEMP will be
mandatory for all vessels.  SEEMP provides a means to as-
sess, monitor and optimise the efficiency of vessels with a
view to reduce emissions (see SEEMP). 
SEEMP guidelines, published by the IMO, make reference to
the use of additives as a potential means to improve ope-
rational efficiency. Innospec are quite willing and able to as-
sist and advise on additive solutions to help achieve your
targets.  
• CO2 reduction can be accomplished via the reduction of

SFC via efficient burn out of each droplet of fuel when
using our highly effective combustion catalysts  

• Reduced sludge production (up to 80%) can result to over
1% of net fuel saving alone further contributing to 
accomplish SEEMP goals. 

• Optimization of purifier performance (reduced sludge
production) will allow effective cat fine removal 

• Vessels adopting slow steaming* operation further 
benefit from reduced unburned carbon depositing due to
complete fuel burn out eliminating the greatest side 

effect of this operation. 
For the above reasons our fuel additives can assist you to
meet the SEEMP goals and simultaneously enjoy improved
engine reliability and maintenance cost reductions which is
the main reason our clients trust Innospec additives over
the past years.  

*Slow and ultra slow steaming
Combustion catalyst fuel additives from Innospec Limited
are being effectively used to combat the negative issues 
associated with environmentally friendly slow steaming
regimes, or reduced engine load operation.

In recent years slow steaming has become an increasingly
popular way to achieve the efficiency and environmental 
requirements of today’s marine transport market.  The 
advantages of slow steaming are well publicised, with
Maersk Line reporting that by reducing the vessel speed by
20% (approximately 60% engine load) a reduction in fuel
consumption and CO2 emissions of 10% can be achieved.
By reducing the vessel speed by 50% (approximately 10%
engine load) a reduction of 30% is achievable.  
However, operators looking to run a slow steaming regime
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(Cyl 5) 12797 hrs since last cleaning of which 2354 hrs 
on Octamar BT25 (under slow steaming operation)

(Cyl.3) 12341 hrs 
since last cleaning operated
(under slow steaming)

15000 hrs operation 
with Innospec additive. 

9500 hrs operation without 
fuel additives. High amount 
of unburned carbon depositing
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should consider the potential disadvantages of prolonged
operation of an engine at reduced load.  Diesel engines and
their ancillary equipment such as turbochargers are 
generally optimised for a given load, typically around 85%.
Operation at significantly lower loads will bring about a loss
in efficiency as they are being operated outside the design
envelope.  Amongst many others, the primary issue is insuf-
ficient breathing of the engine and therefore poor combu-
stion which is inherent to low load operation.  This inco-
mplete combustion will lead to carbonaceous deposits
forming in the combustion chamber, and throughout the 
exhaust system which act to further reduce efficiency.  More
specifically, the soot rich exhaust gas combined with low 
exhaust gas flow increases the tendency of such particles
to accumulate in the exhaust system.  The most notable
area for such accumulation is on the turbocharger turbine
and nozzle ring, where a drastic reduction in efficiency is
typical resulting in a significant fuel consumption penalty. 
Other notable areas are within the exhaust gas economiser
where at best a reduction in heat transfer can be expected,
and at worst a devastating uptake fire can occur.  Also within
the combustion chamber deposits adhere to components
such as cylinder heads, valves, injectors, piston crowns, 

piston rings and scavenge spaces.  As well as the associated
loss of efficiency and performance, such deposits can 
drastically reduce maintenance and cleaning intervals.  
To further exacerbate the problem there is also an ongoing
steady decline in heavy fuel oil quality. The complex blending
by refiners and traders in order to achieve the required 
sulphur content of the blend can
osten result in a fuel with poor
combustion characteristics.
Innospec manufactures both 
organic and iron based combus-
tion catalysts for use in marine
applications. In basic terms com-
bustion catalysts operate as an
oxygen pump during the combus-
tion process, oxidising the carbon
particles and promoting more complete burnout.  Further
to this it can be said that oxidation of the carbon particulates
during the combustion process is 16 times faster with addi-
tive, and that it also reduces the ignition temperature of Car-
bon by approximately 125ºC.  The effect of combustion cata-
lysts in the long term is to prevent rapid build up of carbon
deposits protecting engine performance and efficiency. 

INNOSPEC HELLAS LTD
General Manager:
Christos Boutos

Technical Sales Manager: 
Lefteris Capatos

Customer Care: 
csc-gt@innospecinc.com

Tel: +30 210 4110727
www.innospecinc.com
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MARKET NEWS

Our world is constantly changing, as are the types of
media and tools that we use in order to communi-
cate. The past means are evolving and new, more at-

tractive and efficient ones are continuously being created.
Yet the question remains: Is communication itself being
properly served by this revolution and evolution? 
This seminar, titled «Corporate Communication Excellence»,
attempts to give an answer to these questions by supporting
the claim that two vital ingredients of communication al-
ways remain constant: Strategy and Creativity. 
When there is a balance between a strategic plan, through
the clarification and setting of specific goals, analysis of tar-
get groups, stakeholders’ analysis and the proper use of
available funds as well as creative thought that corresponds

to particular human needs as well as emotions, then the
conditions for successful communication are made possible.
This holds not only for our external target groups, cus-
tomers etc, but also for our colleagues and all the people
we work along side of on a regular or everyday basis-inter-
nal groups. These issues will be dealt with in the manner of
a dialogue between two communications experts and
trainees who will interpret and present the methods used
in order to promote and bolster a company’s image and
brand both in the general marketplace and within a com-
pany itself. 
The Seminar will take place two days on the 7th and 8th of
June in Athens and is fully funded for the companies. For
further information please contact at 210-8102471.

Communication is Always in Fashion!
A seminar for those who are, or aspire to become, executives 
in the field of Communications and Human Resources

LOF 2011 – The Changes

Richards Hogg Lindley (Hellas) Ltd. hosted a seminar
entitled “LOF 2011 – The Changes” at the Yacht Club
of Greece on 29th March 2012. 

Keith Sturges, Director of RHL London, Fellow of the Asso-
ciation of Average Adjusters and member of the advisory
committee for drasting LOF 2011 examined the changes in
the clauses with emphasis on container ships. 
Dr. Maria Adamopoulou, legal advisor of Tsavliris Salvage
followed up on this presentation with the Salvors’ perspec-
tive of “The Changes” and concentrated on environmental
salvage awards which should recognize the environmental
benefit conferred by salvors, and which could be achieved
by primarily amending the relevant provisions of the 1989
Salvage Convention, a suggestion mooted by the Interna-
tional Salvage Unions’ (ISU). 
She furthermore stated that salvors do not expect to be
paid unless there is a benefit conferred and they fully expect
an environmental award to be commensurate with that

benefit. Dr. Adamopoulou
established her arguments
by presenting a number of
remarkable salvage oper-
ations in which Tsavliris
haves been involved with. 
The seminar was well attended by Owners’ Insurance &
Claims Executives as well as Insurance Brokers with Maria
Mavroudi and Angeliki Kallini of RHL Piraeus sharing their
views with the attendees. 
James Greene, Director of RHL Piraeus, stated: “This was
the topic of a delivery to the IUA, London in January 2011
which was very well received by maritime community of
London. We are delighted to be able to bring this seminar
in Greece.” 
There was an amicable and warm ambience among the at-
tendees, with most of the guests finding the seminar inter-
esting and informative. 

/////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////

Be the first to read the digital edition of “Naftika Chronika”, one week prior
to the circulation of the printed issue at local newsstands. Find the digital edition 
at www.readpoint.com (Digital kiosk-Bookstore) at the special price of 4 euro.
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Felling, UK. 04th May 2012 – International Paint Ltd. is
proud to announce it has achieved full type approval
and proven in service performance for the outstand-

ing anticorrosive coating Intershield®300.
Intershield®300 was recently awarded the first Lloyd’s 
Register IMO PSPC Type Approval Certificate for Cargo Oil
Tanks. Mr. Barry Robison, Worldwide Marine Market Manager,
International Paint said, “Type approval in cargo oil tanks is
a very important achievement for us. We recognise the 
importance of the IMO PSPC in extending the reliability and
lifetime of cargo oil tanks in crude oil tankers and have been
working hard to ensure our coating systems are compliant. 
We’re particularly pleased that the first Lloyd’s Register Cer-
tificate has been awarded to our premium anticorrosive, In-
tershield®300 and are confident that with an existing,
proven track record, this product will continue to provide
very high levels of newbuilding productivity and in service
performance”. 

Series of firsts
Type approval certification for Intershield®300 is yet further
affirmation of its corrosion prevention capabilities. The cer-
tification is just the latest in a series of ‘firsts’ for Inter-
shield®300 which includes not only regulatory approvals but
also proven 15 year in-service performance.

In 2008 Intershield®300 was the first anticorrosive coating
to be awarded Lloyd’s Register type approval, under the
IMO’s PSPC regulations for seawater ballast tanks.
In 2010 the high performance and durability of Inter-
shield®300 was proven in service at the third special survey
of the 73,222 dwt panamax bulk carrier Eleranta, when a
Lloyd’s Register surveyor confirmed the double bottom
tanks of the vessel to be in “good condition”. The 15-year-
old bulk carrier, built at Samsung in 1995, had Inter-
shield®300 applied to her ballast tanks when she was built. 
In March 2012, impressive 15-year cargo oil tank protection
became evident on board the 301,653 dwt crude oil tanker,
Samco Raven, which underwent her third special survey at
Yiu Lian Dockyard (Shekhou) in China. “Aster 15 years, the
coating is in very good condition, in fact better than good,”
said Mr. Francois Rascle, the V Ships France SAS Superin-
tendent who oversaw the tanker’s drydocking. “The tanktops
are in excellent condition with very few areas of break-
down,” he commented. 
With a track record on over 12,000 vessels since 1988, the
legendary Intershield®300 sets an industry benchmark in
proven anticorrosive performance. This unique, abrasion re-
sistant, (>9%) aluminium pure epoxy coating, offers long term
asset protection, control of through life maintenance costs, ex-
cellent application properties and low temperature workability.

Stunning performance from an industry legend

First installation of the new
Becker Intelligent Monitoring Systems

The first Becker Intelligent Monitoring System (BIMS) was installed on the new Car Carrier MV Titania of Wilh. Wilhelmsen
at the end of February. BIMS is an innovative development to enhance capabilities of high-performance manoeuvring.
The new system is monitoring current forces and torque on the rudder while processing and storing the data in a com-

puter unit. The unit can be integrated via standard interfaces into a vessels network to make current and processed rudder
data available to any system also connected to the network. BIMS provides an additional input to improve or refine navigation,
positioning, performance control and load monitoring. The first analysis of the force and torque data of operation in the
North Sea gave an interesting glace on the dynamic of manoeuvring and its complexity, considering seaway and vessel mo-
tion, etc. It also showed that standard prediction methods in general derived from steady conditions are clearly limited. BIMS
is an innovative tool to monitor actual conditions and apply optimum helm angles for instance to maximise rudder force or
minimise drag. The Becker Intelligent Monitoring System was developed by Becker Marine Systems in close cooperation
with M.A.C. System Solutions and for dynamic positing applications as KBIMS together with Kongsberg Maritime. The new
monitoring system represents a further step for the enrichment of capabilities of Becker Marine Systems’ products towards
system integration and condition monitoring, which will be continuously developed further.
Becker Marine Systems, based in Hamburg, is the market leader for high-performance rudders and manoeuvring solutions
for all types of ships. Becker’s reliable rudder systems are first choice for luxury yachts and super tankers as well as mega
container ships, passenger ferries and large cruise vessels.                                                         

///////////////////////////////////////////////////////////////////////////////////////////////////////

MARKET NEWS

MV Titania
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Vice President
of the European Commission

Siim Kallas
"Shipping is a global sector and so are its key challenges. 

The best way to address global issues is through 
effective, global action"

U.S. Ambassador
Daniel B. Smith
"The Greek shipping community 
stands as a proverbial port 
in the storm"

Classifications 
societies
Surviving challenging times

Greek shipping 
investments 2012

The mirror has two faces: 
Identifying a Shipping Crisis 
and understanding shipping cycles
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