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Abstract

This study conducted a conformity review of Korean shipping industry policy and suggested that the
Korean five-year shipping reconstruction policy has not violated the WTO (World Trade
Organization) trade law agreement yet. In order to investigate the latest Korean shipping policy,
domestic and foreign reports were reviewed, and after that, the WTO's published data and domestic
and foreign journals were analyzed. Through this process, this study tried to review the conformity
of trade laws by major Korean shipping policies.

The shipping industry is a representative service industry, and subsidies for this are not subject to
WTO-level regulation in principle. The purpose of Korean shipping industry policy is to support the
shipping industry, a type of service industry, and even if the ship-building and manufacturing
industries (shipper) indirectly spread benefits in the process, this is unintentional or private-level
support. That is, this study concluded that It is understood that Korea's five-year shipping
reconstruction policy does not violate the WTO trade law agreement.
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Table 1. Detailed Strategies for the Five-Year Shipping Reconstruction Plan in Korea

Master Plan Basic Direction Action Plan
Shipping company, Shipper and
Shipbuilding Win-Win Fund
. - Certification system for

Co—prosperity of shipping . .

company and shipper excellent shipowners and shippers
Development of long—term transportation
contract model and

Secure

stable cargo

Increase strategic cargo
intake rate

Monetary support policy

Expansion of

competitive ships  Financial support policy

National essential
shipping system

Financial structure
improvement
support policy

Management Support for

stability of seaborne route structure
Shlpplng_ improvement

companies

Strengthening management
of shipping transactions

Terminal expansion

promotion of long—term contracts

Re-extension and induction of
long—term transportation contracts

Conversion of the winning bid system for
comprehensive screening

Priority assignment of strategic materials to
national shipping companies

Shipbuilding support program
Used ship and ship equipment support program

Environment-friendly ship subsidy

KAMCO Fund,
S&LB program

Establishment of the Korea Shipping Partnership
(KSP) and support for
seaborne route structure improvement

Management of freight index, market forecast,
and freight rate announcement

Acquisition of overseas terminals

Source: Authors based on
2018. 4.
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Table 2. Competitors' Questions on Korea to the WTO

Date Nation

Main contents of the query (Except from shipping part)

* The order of 200 ships related to the five-year shipping reconstruction plan

Unclear standard of determination of shipyards for new ship—building

Deadline/legal basis for support related to the five-year shipping

Request for support matters of Korea Ocean Business Organization

Possibility of violation of WTO subsidy agreement of eco—friendly ship

Subsidies related to the act on the promotion of the development and

Supplementary measures to enhance the vitality of shipbuilding industry

Shipbuilding/Shipping industry protection policy (Orders to government

In relation to 250 billion won subsidies for aged ship replacement under the

Japan * The vitality enhancement plan of shipbuilding industry
2018. 5. .
EU reconstruction plan, etc
2018. 12.  Japan X
support policy
2019. 5. EU * Five—Year shipping reconstruction plan
Japan distribution of environmentally friendly ships
* New shipbuilding support program budget/future plan
2019. 12, N
EU * Guiding lines for modernization of aged ships
* Five—Year shipping reconstruction plan
Japan ships, size of ship finance, etc.)
2020. 11,
EU * Industrial stabilization fund
* Support for the modernization of coastal cargo vessels
— Japan Korea Greenship replacement plan in 2021
o EU * Related to the Ministry of Oceans and Fisheries' business plan

(goals/support measures/government intervention, etc.)

Source: Authors based on internal data from the Ministry of Oceans and Fisheries, 2021.
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Table 3. Strategic Cargo Acquisition Rate Improvement Goal

Sortation Current Goals
28.1%, 34 vessels o

Tanker (contract vessels) 33.8%, 45 vessels

Dry Bulk 72.8%, 132 vessels 80.1%, 160 vessels

(contract vessels)

Source: Authors based on 'A five-year maritime reconstruction plan’, Ministry of Oceans and Fisheries,

2018. 4.
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Table 4. Size of Size of new-building ships in 2018~2020

Sortation Key Policy Contents
Dry Bulk More than 140 ships (DWT) : 7,189 in 2017 — 8,331 in 2022
Container More than 60 ships (including 12 ships of 20,000 TEU class

and 8 ships of 1.4 million TEU class)

Source: Authors based on 'A five-year maritime reconstruction plan’, Ministry of Oceans and Fisheries,

2018. 4.
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Table 5. Major Tasks of Korea Ocean Business Corporatioon

Sortation Key Contents

- Shipping transaction support (freight index, market
forecast, and freight announcement management)

- Management support of shipping companies
(replacement of old ships, management status
monitoring)

- National Essential Shipping System (Emergency
Cargo Transportation, etc.)

~ Cooperation between industries (increasing cargo
acquisition rate, sharing ship demand)

- Vessel investment guarantee
(vessel purchase, etc.)

- Participation in asset investment
(port terminal, logistics facility
investment)

- Ship acquisition and charter
(re-rental after used ship acquisition)

Source: Authors based on the homepage of Korea Ocean Business Corporatioon, 2018. 4.
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Fig. 1. Research Methodology

1. Preliminary survey of trade statistics
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3. Derive analysis results

Comparison and Analysis with
WTO Regulations

Case analysis

Source: Authors
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Table 6. Conformity review results: Co—prosperity of shipping company and shipper policy

Sortation

Key Contents

Shipping company, Shipper and

- Policy benefits are evenly distributed to shipping companies,
manufacturing companies, shipbuilders, etc., and benefits are

Shipbuilding Win-Win Fund not given to specific industries, so there is no violation of

the subsidy agreement

Certification system for
excellent shipowners and
shippers

- There is no violation of trade norms because only forwarders
are provided with corporate tax benefits

Source: Authors based on the expert advice from a law firm specializing in trade law
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Table 7. Conformity review results: Monetary support policy

Sortation

Key Contents

Shipbuilding support program

- Providing ship financing to shipping companies

— Shipyards are not limited to domestic shipyards when ordering
ships, but are autonomously determined by shipping companies,
so the possibility of applying subsidies agreement is low

Used ship and
ship equipment support
program

- No violation due to direct support to the shipping company

— If orders from domestic companies that produce ship-related
equipment, such as purchasing ship-related equipment through
domestic manufacturers, there is a possibility of violation

Source: Authors based on the expert advice from a law firm specializing in trade law
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Table 8. Conformity review results: Financial structure improvement support policy(S&LB)

Sortation Key Contents
- It is a direct support to the shipping company, and it is not specified
which country's shipyard the ship was built in, so the possibility of
violating the subsidy agreement is low
S&LB - However, if the number of new ship orders to domestic shipbuilders

increases through support in the form of purchasing new ships and
chartering them immediately, other countries may claim that it is indirect
support for the shipbuilding industry

Source: Authors based on the expert advice from a law firm specializing in trade law
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