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The Norwegian Maritime Cluster

A cluster is a geographical
concentration of interconnected
business, suppliers and associated
institutions in a particular field.

They are considered to increase
the productivity with which
companies can compete.
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Presenter
Presentation Notes
A cluster is a geographical concentration of interconnected business, suppliers and associated institutions in a particular field.



They are considered to increase the productivity with which companies can compete.



Academics, politicians and industry representatives have shown an increasing interest in the challenges around the geographical concentrations of economical activity in the recent years. Already in 1920 Marshall introduces the classical economical analysis of several of these geographical concentrations of economical activity, and chose to call them industrial districts.



A central academic analysis within academic disciplines that has attempted to explain the phenomenon of these districts is Michael Porters work in “The competitive advantage of nations” (Porter 1990).  Porter argued that an industry or a nations competitiveness is the result of the cooperation between several factors, demand, related and supportive industries, and strategy, structure and rivalry.
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Presenter
Presentation Notes
In the maritime industry, value creation and ability to compete is not based on the use of natural resources, but exclusively on competence. This competence has accumulated through generations. It is this competence and the access to specialized services (and goods) that comprises Norway’s advantage – the complete maritime cluster.



The maritime cluster composed of four main groups: ship owners, maritime services (such as legal and insurance), research and education and ship industry. These main groups are surrounded by facilitating industries. The Norwegian Maritime cluster has another special feature, its close relation to the oil and gas sector, bank and finance and IT has resulted in a niche where Norway has a competitive advantage over other shipping clusters.








Ship Owners iIs the core of the cluster

A prerequisite for dynamism and further
development of the cluster.

Norwegian ship owners are represented in most
market segments

- Tank

- Bulk

- Chemical

- Reefers

- LNG

- RoRo

- Rig

- Offshore
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Presentation Notes
Shipping is the core of the maritime cluster in Norway and is seen as a prerequisite for dynamism and further development of the cluster – No ships to be built – no equipment producers, no need to finance and nothing to insure or broke…



The shipping segment is constituted by owners and operators of boats.

Tank – Norwegian American Tankers (Frontline, Golden Ocean)

Bulk – Grieg (forestry), Klavenes (alt)

Chemical (ammonia, hydrocloric acid (saltsyre), ethanol) – (STORE – 25% of world tonnage) Odfjell, Stolt Nielsen, Jo Tankers, Utkilen

Reefer – Green reefers

LNG – BW Gas, Höegh, Norgas, Knutsen OAS

RoRo – Höegh, UECC, Wilh.Wilhelmsen 

Rig – Odfjell Drilling, Seadrill

Offshore –  The Offshore ship owners are starting to take over the position as the most important of the Norwegian ship owners. At the moment there are 430 offshore ships in service and 170 in production, these 170 have a combined value of 76 billion NOK which is 45% of the total investment in Norwegian shipping today. Norway will then take 70% of the offshore service market in the world, when including all ships over 2’000 dwt.



Several of these companies are ranked among top three in their markets such as Wilhelmsen, Höegh, Seadrill, Acergy, Fred. Olsen and BW.




®
Yards

- Long traditions for ship building
- Yards are small and specialized

- Focuses on high tech and
competency demanding market
segments

- The Worlds 4th largest yard
grouping

Classification

- Det Norske Veritas (DNV) is one of
the oldest and most important actors
in the Norwegian maritime cluster
and among the four largest ship

classification companies of the world.

- DNVs market share has grown
significantly the last year and is over
17 percent

Equipment producers

- Highly specialised and technology driven
- 7 percent of the world market

Ship assurance

- Marine insurance in Norway is based on
both strong maritime and insurance
competence and know-how

- The Norwegian ship insurance industry
has a world market share of 20 percent

- Skuld and Gard are the major players
with offices all over the world operated
from Oslo and Arendal

Shipping Banks

- The Norwegian bank DnB NOR and
Scandinavian bank Nordea are the two
largest ship and rig financers in the world



Presenter
Presentation Notes
Norway has a long shipbuilding tradition, and there is a significant amount of yard activity along the coastline. In Recent times, these yards have evolved into fewer, larger, and continuously more specialized yard groups. 



A typical scenario: Steel/hull in Romania, installation and finishing in Norway. 



”Not run fastest, but think smartest”. We have to use and pass on the competence and knowledge we have. 85 % of Norway's capital is what we have between the ears.



Most of the Norwegian ship building activity is in Aker Yards, while the offshore rig activity is mostly in another Aker company: Aker Kværner. Kleven, Ulstein, and Grenland Group are other major yards in Norway.




Norways 3rd largest industry

Rest of Industries

Fisheries & Aquaculture
Tourism

Energy intensive industry
Energy

IT

Life science

Construction

Retail

Maritime

Finance

Oil and gas
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Maritime Value Creation

2006 figures

Senice Providers; 19

7,3 % of value creation in Norway
Shipping; 36

91 hillion NOK

90 000 — 100 000 employees

Suppliers; 22

Yards; 14

LMARITIMT Crur



Ships and Rigs in order

Ships and rigs on order in billion NOK
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Presentation Notes
This graph shows ships and rigs ordered in billions of kroner, as of January 1 2008:

Total Ship/rig: 188 billion NOK

378 ships: 131 billion NOK

33 rigs: 57 billion NOK

129 ships are being constructed at Norwegian yards



The ship owning companies have ships and rigs in order with a combined value of 190 billion kroners. This creates a need for 9000 sailors for the new ships, and 9000 to replace today's crews on current ships. On world basis there will be a need for 80’000 officers the next years. This is a great challenge for the industry. Next to the seafarers the ship owners need top economics, lawyers, engineers, and other qualified employees. And the rest of the maritime cluster has the same needs.








Starting point: European Maritime
benchmark 2003

' ATTRACTING THE WINNERS

eness of five Europey




Key guestions of Attracting the
winners

=» Which countries are the most attractive locations for maritime
business today?

— For what kind of firms are the locations attractive?
— What are the locations’ advantages?
=>» In which countries do we find the most sophisticated
companies?

— What kind of companies are the-most international, innovative and knowledge
based?

— In which countries do we find these companies?

= What are the future prospects of the national maritime
Industries?

— What will be the location pattern of European maritime industries?

— Where do we expect to find the most competitive national maritime industry?
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What explains long term industry
competitiveness?

Company
sophistication

Internationalization

R&D and innovation

Competence and HR strategy

Public Policy
. I d : Long term

Tax & sub5|_d|es C uster_ ynamics relative

Fiscal Policy Innovation pressure indust

Regulations Knowledge diffusion Inaustry
Labour market Complementarity performance

Education
R&D

Country
Attractiveness

Price, quality, mobility & relevance of resources

Satisfaction with domestic location &

foreign attractiveness
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Presentation Notes
Spm om myndigheter hre rinn under Country attr. – Kan vi lage dem svakt dimmet? Blir for mye infor først?



Fikset pil til boks – fikset I denne versjonen. 

Dette er et statisk bilde – hvordan omfatter vi trendene? Dette er det teoretiske gtrunnlaget for å forsøke å forklare trendene – understreke at dette bildet er dynamisk. 



Country attractiveness – vi har spurt om dette, vil det norske miljøet være preget av at vi I Norge har hatt dårlige kår I det tisdsrommet det gjelder (Lund)?

	Dette påpeker vi tydelig, spesielt på verfts og utsyrssiden. Vi ser imidlertid at serviselskapene er de som er minst fornøyde. Utenlandsk interesse for etablering I Norge 	er lav. Derfor kaller vi det current attracitveness. 

	FDI er også et poeng her. Norge har hatt stor grad av direkte investeringer. Lite greenfield, Norge har vært attraktiv som lokaliseringsland. 



Øyeblikksbilde – for å understreke dette, vise til rentenivå, realrente + rentedifferanse og valutakurs, kan trekke det inn for å tone ned øyeblikksbildet. 



Inward er lav – domestic er lav, men preget av øyeblikket. Tydeliggjøre det. 



Nærhet til krevende kunder – det ligger under innovasjonspress. 



Det dynamiske bildet vil påvirkes av forventninger om fremtidige forbedringer I rammevilkår. Det er viktig at man har tro på fremtidig forbedring viktig for å beholde roen.  


The FPSO case

Company
sophistication

Internationalization

R&D and innovation
Competence and HR strategy

Public Policy :
Cluster dynamics: .
: : ong term
TR Slbsidies Offshore - Technology and engineering reI%tive
Fiscal Policy Shipping > international business i
Rooulations pping | industry
Labour market - Seamanship performance
Education Finance - specialiced & globally positioned
R&D

Country
Attractiveness

Price, quality, mobility & relevance of resources

Satisfaction with domestic location &

foreign attractiveness
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The FPSO case

Internationally competitive firms

e.g.
BW Offshore
Prosafe
Public Policy
Long term
Tax & subsidies relative
Fieel [Pl Cluster dynamics :
Regulations y industry
Labour market performance
Education
R&D
Country
Attractiveness

Price, quality, mobility & relevance of resources
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Spm om myndigheter hre rinn under Country attr. – Kan vi lage dem svakt dimmet? Blir for mye infor først?



Fikset pil til boks – fikset I denne versjonen. 

Dette er et statisk bilde – hvordan omfatter vi trendene? Dette er det teoretiske gtrunnlaget for å forsøke å forklare trendene – understreke at dette bildet er dynamisk. 
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Det dynamiske bildet vil påvirkes av forventninger om fremtidige forbedringer I rammevilkår. Det er viktig at man har tro på fremtidig forbedring viktig for å beholde roen.  


The FPSO case

Internationally competitive firms

BW Offshore
Prosafe
Public Policy National
FPSO not part Cluster dynamics industry
of the tonnage falling behind
tax regime
Companies flying Norway

when bottom line becomes
black
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Spm om myndigheter hre rinn under Country attr. – Kan vi lage dem svakt dimmet? Blir for mye infor først?
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UK was the most attractive location for
headquarters in 2003

The competitiveness of locations for headquarters
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Norway was more attractive as a host
for R&D activities than for operations

The competitiveness of locations for The competitiveness of locations for R&D
operations
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Netherlands was the most attractive
country for both foreign and domestic
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... and Norway the least attractive
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Many explanations, but impossible to rule out
public policy
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So what has happened since
20037

Has Norway lost its maritime
Industry?




Well, value added grew with 70%
from 2002 to 2006

Value creation growth in the Norwegian maritime industry from 1999 to 2006. Billion
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All parts of the cluster grow

Verdiskapingsvekst fra 2003 til 2006 for maritime hovedgrupper. Lgpende MNOK

2003 2004 @m2005 2006

ada

Ship owners

Ship and offshore yards Maritime equipment Maritime services




Furthermore, maritime is still the
second largest industry in Norway

The largest industries in Norway, ranked by value added in 2005.
MNOK

Oil & gas
Maritime
Finance
Retall
Life science
Construction
ICT
Pow er prod. & dist.
Tourism
Energy intensive industry
Fisheries & aquaculture

Forest and w ood

Rest of industries

50 100 150 200 250 300 350
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And it Is actually quite productive

Productivity in maritime industry compared to other Norwegian industries. Numbers in

NOK
1 200 000
1000 000 - iy -
m Mariime A tax revenue
M All Norwegian industries d |ffere'n?e of
e 10 Billion
B Retall sector NOK per year
600 000 - N
400000 - /
200000 -

Value creation per employee 2006 Average wage
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Is Norway about to regain
competitiveness or are we just
surfing on an historically long

wave of market growth?




Norway lost Iits position as the third
largest shipping nation of the world

The five largest shipping nations of the world. Ranked by dwt in
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The Danes gain while the
Norwegians lose market shares

Development of the Norwegian, Danish and Swedish fleet from 1995 to
2008. Share of fleet fleet
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It was not until 2006 the Norwegian
fleet started to grow

Mill. dwt

4
3B i

0 O Newbuildings
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Source: ISL / Norwegian Shipowner Association




It was not until 2006 the Norwegian
fleet started to grow ...

Mill. dwt
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— Newbuildings
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Source: ISL / Norwegian Shipowner Association




... While the world fleet has grown
every year

B Additions  “ Reductions

mill dwt

.0.
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Source: ISL Shipping Statistics and Market Review
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Number of ships in the Norwegian
fleet tell the same story

Number of ships in the Norwegian controlled fleet
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... particularly if you use the right
scale

Number of ships in the Norwegian controlled fleet
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... and number of rigs don’t seem to
grow

Number of Norwegian controlled rigs (mobile offshore units)
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But look at the companies

 Shipping: BW Gas and BW Offshore
— located headquarters in Oslo
 Finance: DnB Nor and Nordea
— The two leading shipping banks of the world
 Brokers: Platou and Fearnley
— Among the largest and fast growing in newbuildings and freight
« Class: DNV
— still winning market shares
« Services: Wilhelmsen Maritime Services
— A global Maritime Superstore with 4.500 employed in 340 offices in 80 countries
 Legal: Wikborg Rein
— Serving leading shipping and offshore firms all over the world
« Technology: Kongsberg Maritime

— Dynamic Positioning and other innovative solutions for ships and floaters all over
the world
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Conclusion

 Companies are internationally competitive and grow fast
* The cluster is dynamic, innovative and competent

 However, Norway loses market shares

— due to a tax regime that has been unfavorable for shipping companies

« Countries compete to attract activities — not companies
* Norway is competitive for knowledge intensive maritime activities

— Execution of ownership — HQ functions, investments, strategic
management and governance

— Financial, legal and other sophisticated services
— R&D and education

— Advanced, tailor-made equipment, systems and moduls, particularly for
offshore purposes
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Future competitiveness

« The Norwegian cluster will remain competitive, but
change in structure and focus

— More HQ activities — transnational governance
— More execution of ownership
— More advanced maritime services

o Corporate finance

e Legal services and insurance

 R&D and education

— Less manufacturing but more technology
development — a lab for maritime innovations

* Choosing the right strategy, Norway can be a global
knowledge hub




Thank you for listening!
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