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Summary

This work presents the most relevant issues of Argentine Shipbuilding industry and compares certain
aspects and policies with the case of Brazilian ship construction sector. It is based on the research
presented for both industries at the “Blue Industry Collection”, available in full at
www.industrianaval.com.ar
It is structured into three parts: Industry, Policies and Future, in order to analyze the span of the
century 1937-2036 (eighty past years and twenty projected).
“Industry” chapter describes historical stages, main shipyards performance, competitive factors and
the evolution per market segment, using Value and Employment as uniform comparison criteria.
“Policies” discusses the reasons of being of this industry and the three roles of the State as Regulator,
Owner and Builder. In the last case it compares state-owned yards with others in the region.
In “Future” the key aspects to be solved are mentioned and a Projection is presented up to year 2036.
After a general overview of the whole century of this industry, an Argentina-Brazil comparison is
presented and discussed.

Most of this work was
developed in tandem
with my father with
whom I share a name, a
profession
and
a
passion
for
the
construction of fine
ships to add value to
our nations providing
jobs and pride to our
people.
At the time we published our book Industria Naval
Argentina, 100 Años, we jointly added up a century
of professional work as marine engineers.

1. Introduction
Brazil and Argentina developed their shipyards in
parallel reaching their respective maximum level of
activity by early 80s´.
They collapsed in parallel as well, although
Argentina never stood up again due to the
continuous application of the worst industrial
policies of all times and latitudes.
This is still today the case, keeping this industry in
an undeserved underdevelopment status similar to
the case of many other activities in the country.
The result is well known worldwide.
The focus of this work is on Heavy Ship
Construction, from the Shipyards’ point of view.

2. Industry

One hundred years is the span analyzed in this
paper. In order to make the most of the potency
enfolded in historical experience, we go back some
eighty years, to 1937, when the Argentine Navy
decided to place a large order of navy ships in
private and state owned shipyards.
In addition, and so as to cover the timeframe in
which the sectorial policies proposed herein can
consolidate and yield results, twenty years are
projected into the future, until 2036.

2.1. History of Shipbuilding in Argentina
The first shipyards in the region, gradually
established along the basin of the River Plate
(1531), as well as inland, to make use of the rivers
to sail their products down to Buenos Aires
(Gonzalez Climent, 1972). Leaving apart the very
early days, the last eighty years (1937-2017) of
Argentine Shipbuilding Industry history fall into the
four stages shown in next graph (Fig.1) that shows
New Buildings Value delivered (million of dollars)
by argentine yards.
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Figure 1 - New buildings Values in Argentine Shipyards

First graph shows Total New building deliveries and
in the others are shown the components of State
owned shipping companies (ELMA, EFFEA, YPF),
Navy, and private and foreign clients.
This helps to understand the classification into
historical stages and the impact of the demise of
the “Shipowning State,” which altogether
amounted to 45 percent of the total industrial
value. The maximum commissioned rate was
reached in the late 1970s, totalling over 400 MM
US dollars annually.
The Groundwork phase starts with the first
significant military shipbuilding project, in 1937,
commissioned by the Navy from national private
and public shipyards. On the basis of the Navy’s

attitude, momentum gathered, and infrastructure
and institutions were created, laying the
foundations for future development.
Only in 1966 did the then prevailing development
minded intentions strengthen and result in suitable
governmental policies for the times, which enabled
a steady progress towards the second, Growth
stage of the activity. Following a worldwide trend,
promotion and protection schemes resulted in a
great demand for ships from governmental and
private ship owners, supported by ample public
financing, similar to that in other countries, and
with subsidies to match those received by foreign
shipyards in their attempt to enter the Argentine
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market. It was a time of great development, which
ended in the early 1980s.
Due to external reasons, internal crises and
changes in policies, the government stopped
buying ships in the country and suspended
shipbuilding financing. Thus started the stage of
the Collapse of this industry, during which the
largest private shipyards died out. What’s worse,
as of the 1990s, a most dubious policy promoted
the tax-free import of second-hand ships, which
became the rule – and the most lethal sectorial
policy – in the early years of the new century.
This course means that even to this date, the
sector remains deeply sunk in undeserved
Underdevelopment – the name of the fourth
phase – from which this paper attempts to provide
escape routes

Using technical parameters, assessment was made
of the Value (in US dollars of today) and the Direct
(Adjusted Standard) Construction Man Hours (MH)
applicable to each unit, which in turn made it
possible to classify information under two criteria
(Value and Employment) as applied to shipyards
and vessels so greatly different from one another.

2.2.1. Value
From the analysis of the constructed value by
shipyard type, it was found that the state-owned
Río Santiago shipyard (ARS, in Spanish) delivered
40 % of the total value, although in the last decade
it contributed only 15%.
The large private shipyards delivered 24%of the
total during their short lifespan and middle-sized
shipyards have grown the most in relative
contribution to the total value percentage, from
36% of the total to 85% this last decade.
When combining this value contribution to the
generation of employment, it is concluded that, at
present, the shipbuilding industry increasingly
depends on middle-sized private yards.
Fig.2 shows Value by type of ship or market.

2.2. Industry Study Criteria
As result of a marine archaeology effort it was
possible to identify the building data on thirteen
hundred ships throughout the country since 1937 –
excluding smaller (L<20m) and pleasure units. The
work resulted in the industry’s first ship production
database in Argentina (Podetti, 2018).

Figure 2 – New buildings Values in Argentine Shipyards by Ship Type

As regards the employment criterion, each ship
was assigned the standard direct production hours
adjusted by type of shipyard and construction
period. This made it possible to reach an estimate
of the necessary amount of productive staff
needed for ships actually built at a given time,

which is here defined as “Direct New building
Employment.”
“Total Employment in Shipyards” was reached by
combining sources (National Economic census,
Shipyards publications, etc.) and also includes
production workers in excess of actual building
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demand (for instance, idle or working in ship
repairs), and indirect personnel.
ARS provided 41% of the total productive
workforce in the whole period, but only 27% in the
last decade (Fig.3).
Total Employment in shipyards is much higher than
Direct Construction Employment, for repair work

has always been very sizable and requires large
amounts of labour.
The ratio of Direct Jobs / MMUSD produced is of
certain use to compare productivity as it shows the
amount of people ¨required¨ to produce a certain
value of ship. This ratio is 23,2 for the whole period
and 14,5 for the last decade.
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Figure 3 - Employment in Argentine Shipbuilding Industry

2.3. Argentine Shipyards
Most of the shipyards in Argentina are privately
owned. Up to the 80´s there were three large
private yards (Astarsa, Principe and Alianza) and
nowadays there are 16 private medium size yards.
The state owned yards are Astillero Río Santiago
(ARS), Storni and the ship repairers Tandanor and
ANPB (Arsenal Naval de Puerto Belgrano).

Originally, ARS played a military role, soon
diversifying its focus in order to meet the needs of
the state owned merchant marine fleet.
It built 73 significant vessels, standouts among
them being the training tall ship ARA Libertad,
virtually all the nationally built navy fleet, YPF’s
largest oil tankers, and merchant ships for ELMA.
In the last years, construction was of bulk carriers
and oil tankers, exclusively for export.
Traditionally, ARS was a major employer in the
shipbuilding industry, representing 25% of total
historical employment in shipyards, with a
maximum record of eight thousand employees in
1970 and a minimum of eleven hundred in 1992.
Remarkably, over the last decade it represented
47% of total shipyards employment, with some
3400 agents, despite its production being much
reduced – providing only 15 percent of the period’s
total industrial value.
Fifty-nine percent of the shipbuilding value was
made up by military vessels, followed by overseas
cargo vessels for the state-owned ELMA and YPF.
Following Fig.4 shows ARS performance history.

Astillero Rio Santiago-ARS
The Río Santiago shipyard was founded in the 50´s,
by president Perón as part of the State Shipyards
and Naval Factories (AFNE, in Spanish). Its concept,
design and management was undertaken by the
Navy as part of the leadership exercised by the
naval force regarding the shipbuilding industry in
foundational and development times.
ARS was the industrial expression of a time marked
by the Soviet model of overstaffed mega-factories,
with high vertical integration (from rivets to large
marine engines), which also fulfilled a strategic role
in training marine engineers, technicians, craftmen
and workers who would continue the industry over
the years.
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Figure 4 – Rio Santiago Shipyard Performance

From 1976 to 1983, it added value exceeding 100
MM dollars annually, understanding that in this
analysis, value is split over the term of
construction, as is employment.
The relationship between Total Employment and
Value produced is a ratio (the lower, the better)
that shows a shipyard’s productive features. In
ARS
this
index
sky
rocketed
after
“provincialization” process in 1993 reaching the
exorbitant level of 300 jobs per million dollars of
value, thus pointing to a productivity ten times
worse than the rest of the state-owned shipyards
of the region. This resulted from the unfettered
increase in personnel not related to production
(the effect of the shipyard’s politicization) and the
reduction in real productive activity. This situation
is deemed to cause a loss of 170 MM dollars
annually, a situation that has lasted for over two
decades.

in a scandal, followed by bankruptcy and
renationalization in 2007, with 10 percent of the
shares held by employees.
Along with the construction of the Syncrolift, the
Navy partnered in a mega-project, with a German
shipyard which sold to Argentina a fleet of
submarines and a highly modern shipyard that was
supposed to build more of them, though this never
actually happened.
This magnificent shipyard, under the authority of
the Ministry of Defense was originally named
Astillero Ministro Domecq García and then
renamed Almirante Storni. Of all shipbuilding
facilities in the country, Storni is the best, with the
highest potential, yet also the most wasted asset
of all.
The aerial picture (Fig.5) shows on the left (yellow
line) the STORNI (ex Domecq García submarines
yard) huge facilities.

Cinar : Tandanor + Storni
In 1972, many of the state-owned workshops and
ship repair docks were merged into one entity,
named Tandanor. Six years later, it started work to
install the largest ship lift system (Syncrolift), which
enabled Tandanor to place large ships in dry dock
and move them to workstations, thus providing the
largest and very latest ship repair capacity in the
region.
It was the center of one of the first and worst
privatizations of the early 1990s, which ended up

Figure 5 – Storni / Tandanor Shipyard
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Large private shipyards
Promising state policies of the mid 1960s fostered
the modernization and enlargement of traditional
shipyards from the district of Tigre and the
Riachuelo in Buenos Aires province.
Astarsa: This was the first to appear, continuing
the historical Hansen and Pucini (1927) in the
district of Tigre, already a player in the modern
shipbuilding industry since 1937. It built some 35
ships of considerable size, totalling 210,000 DWT.
Apart from ships up to 30,000 DWT, it built
locomotives and road equipment. Worth
mentioning are the merchant ships of the Río
Limay series, the bulk carriers of 11,500 DWT, the
research vessel Puerto Deseado, as well as Ro-Ro
and containerships.
Principe, Mengui y Penco: In the area of the
Riachuelo –Avellaneda-, partners Principe and
Menghi associated with Penco to form the second
large argentine private shipyard in 1967, which
built some ten large ships, mainly for the Navy, the
polar ship ARA Bahía Paraíso standing out among
them. It also built a series of lash type barges for
an American ship owner, and several river vessels
for the regional market.
Alianza: A few blocks from Principe, in the early
1970s, naval architect and marine engineer Héctor
Rodríguez Zubieta established the region’s most
efficient and state-of-the-art shipyard. Alianza
(Fig. 6) built over thirty large ships, 750,000 DWT
on aggregate, and raised the Argentine
shipbuilding industry to the highest productivity
standards in history.
Alianza’s sales to Chile were the first exports of
large ships for the national industry, and a series of
bulkcarriers to Poland were the largest exports.
Altogether, it exported over 300 MMusd,
representing 37% of its production.
It also delivered dredge Capitán Nuñez, reefers of
the Glaciar series, Freedom ships and oil tankers.

Figure 6 – Alianza Shipyard

Led by Alianza, the three large private shipyards
taken together built 10% of the total of units,
invoicing 24% of the value, and their clients
procured 71% of the National Fund of the
Merchant Marine (FNMM, in Spanish), conceived
to finance and subsidize national shipbuilding.
Middle sized shipyards
It was studied (FINA, 2016) the performance of
some 54 middle-sized private shipyards from 1937
to our days, which on aggregate delivered 81%
(1,043) of the units, generating 36% (2,109 MM
dollars) of total sales, at an average of four vessels
per shipyard per year, mainly supplying markets of
fishing, river transportation, tourism and port
services, with vessels that had an average value of
2 MM dollars per unit.
Today, there are 17 mid size yards along the
maritime and river coastline of the provinces of
Corrientes (1), Santa Fe (2), Buenos Aires (12),
Chubut (1) and Santa Cruz (1). They are all SMEs
combining shipbuilding and repairs.
Fifty-nine percent of the value of ship exports was
created by this private industrial sector, and it
provided 66 percent of sales to national private
ship owners. Its market share to supply
government needs was minimal. Middle-sized
private shipyards were mainly financed with
private and export funds, using only 19% of those
available in the public funding system of FNMM.
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Natural Wealth: In 2003, having found great
offshore oil wealth, Brazil defined a policy
summarized as follows (SINAVAL, 2012)
This oil does not belong to Petrobras, nor to
the oil-field workers, much less to the
government. It belongs to all the Brazilians. If
the benefits of this natural wealth are to
reach the highest number of people, ships
and offshore platforms for their exploitation
must be built in Brazil.
This concept didn’t come to nothing. Brazil applied
active policies regarding financing, support and
supervision, so that the shipbuilding industry might
play a role as competitively as possible. The
outcome was an exponential industrial and
employment growth; in only twelve years,
employment rocketed from 2,000 to 80,000 jobs in
the shipyards, and was much higher including
concurring industries.
Argentina is blessed with extensive waterways and
abundant aquatic life but government policies
promote massive imports of tax-free second hand
vessels.
Added Value: Many years ago, the author heard
the following explanation from a Brazilian
government officer, that clarifies the reason of
government support to shipbuilding industry,
Holding up a soybean stated (Podetti, 2018) that :
At the end of the day, what Brazil and
Argentina produce the most is this –
soybeans. With minimum added value. But
from the farm’s gate to the end consumer
market, the highest value added is freight by
ship. Therefore, to add this extra share of
value to our main production, we must build
the ships to transport soybeans. It is simple.
Argentina, at least should build all barges and
pusher to carry the soybeans to the shipping port;
tugs and port service vessels to enable huge bulk
carriers to manuever; dredges and buoy tenders to
help them take their load from our ports as it was
done in the past. It is simple.

3. Policy
Effective actions, rather than discursive speeches,
make policies that indicate what rulers really think
and intend to see happen.
Ministers, following presidential guidelines,
regulate, bid and contract for a certain thing to
occur, allegedly in the nation’s best interest.
Legislators, following their convictions or the
instructions of their political leaders, draft laws
that rule and orient reality in one direction or
another. This “given direction” towards which they
tilt the balance marks the intention of a public
policy and reveals whom it really benefits.
It is thus worth looking into the impact of state
actions (or omissions) through the government’s
executive and legislative deeds. This enables
finding out the relations among state policies and
development, the latter being measured through
concrete notions, such as employment, tax
revenue and foreign reserves.
Some nations travel the hard path to attain
shipbuilding development, and after many years of
striving only a few reach a noteworthy level. And
still, many countries reach sufficient capacity to at
least meet the local demand of fishing, defense,
port services, and coastal trade. There is barely a
record of nations which have gained such strength
only to subsequently waste it. Argentina is the
tragic case.
A study carried out by the OECD (2008) reveals the
importance assigned by governments to the
shipbuilding industry, concluding that 90%
assigned great significance to its employment
generation as well as to the increase in industrial
and technological capacity.
After analyzing over twenty cases of shipbuilding
nations on four continents, embracing over 97% of
world output, virtually all of them have in common
a resolute state involvement as promoter of the
industry’s development, through financing
schemes, protection on the domestic market, and
support for an increasing competitiveness to
export.
Among the reasons for state support are: the
concept of strategic industry for defense, security
in domestic trade, easy access to international
markets, demand for diverse qualified jobs,
protection of foreign reserves, and generation of
technological development.
Although all these reasons are valid for Argentina,
two are worth considering, and they both come
from Brazil, namely, governmental policies
endorsing the shipbuilding industry as a means to
distribute natural wealth and as a way to add value
to other economic activities.

Marine Financing
Without proper marine financing systems, there is
no chance for a shipbuilding industry to function
properly in Earth. Given this understanding, all
states that are determined to attain this
development conceive mechanisms to ensure that
shipbuilding projects will not lack financial flow.
Sometimes the government intervenes by
contributing any necessary collateral, so as to
smoothen the access of shipyards and ship owners
to the capital market; at other times, the state
directly funds sound operations with promotional
schemes.
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State intervention is a constant, and it is the most
common ways to provide incentives and subsidies
to its industries in the global context.
In Argentina, most ships have been financed by
private funds (42%) or by export funds (27%).
Public financing came primarily from the National
Merchant Marine Fund (FNMM), which provided
barely nine percent of the built value.
Several private owners used the FNMM for new
constructions, almost exclusively at the large
shipyards (Alianza, 48%; Astarsa, 17%; Príncipe,
11%; AFNE, 10%).
The US policy of guarantees provision contributed
an average of 600 MMUSD/year. In the 70s´ Brazil
and Argentina assigned funds through their FMM
at very different scales: Brazil at a rate of 400
MMUSD/year, while Argentina barely 10% of that.
Brazil second phase started at the year 2000 and
for more than fifteen years thereafter, contributed

an annual average of 900 MM dollars to finance
the marine industry. Also evident is the link
between ship financing and job generation in these
countries. The same analysis shows ( Fig 7) that the
complete demise of marine financing in Argentina
since the mid-1980s is one of the main causes of
jobs loosing.
There are other financing schemes involving less
state intervention, as is the case with foreign
marine industry groups that contributes any
necessary imported equipment, technology and
full financing, while the local shipyard provides
labour, local goods and engineering services, thus
giving rise to a win-win situation among marine
industrial players. In Argentina, SANYM shipyard
used this financing system to build a series of
containerships for Europe as well as inland pushers
and barges for Paraguay.

Figure 7 – Funding and Employment in Shipbuilding - Argentina, Brazil and USA
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Noteworthy is the case of India, whose significant
military contracts render their state shipyards
appealing to private investors on the stock market.
Using the concept of he ¨Social Value – Economic
Result¨ matrix (Fig.8) – developed by Price
,
Waterhouse Coopers (2015) yields, on one hand, a
successful group of state shipyards which generate
social value without economic losses, and on the
other, a cluster of national state shipyards which
have shifted from a strategic position of Social
Value generation + low losses to the worst
quadrant, with a very arguable value contribution
and high structural economic losses.

3.2. The Roles of the State
3.2.1.The Regulator State
Regulating the activity is done through Congress, in
its legislative function, and through the presidency
by way of the management.
For many years now, a marine regulatory
framework has been under consideration, and at
the end of 2017, Congress granted approval to
legislative bills on the Merchant Marine and
Shipbuilding Industry. These laws, very poor,
became even worse by a presidential veto of the
most critical articles (marine financing).

3.2.2. The Shipowner State
Argentine state played an active role as overseas
carrier over the 1940-1980 period, with the
creation of the merchant marine company (ELMA)
and the enactment of the Cargo Reservation Law.
The state also played this role through the YPF oil
carrier fleet, until it gave up this function (mid
1980s) as a result of new rules governing the
international market and in national politics and
economy.
But there were other “shipowning” roles which the
state kept for itself, for they are vested upon it and
cannot be delegated, as is defense, security,
waterways maintenance and fisheries research.
But since 90´s these needs have been covered by
extremely irregular imports of vessels that could
have been built locally.
The Shipyard State
Internationally, state-owned shipyards peaked
from the 1950s to the early 1970s (ARS, 1953;
Tandanor, 1971), on account of the political and
economic views of the times. Towards the close of
the century, those massive shipyards began to
reduce their size or to become privately owned, to
fit the guidelines of the new world economic
policies. European post-communist nations
resolved to cease the significant losses of the state
yards, which proved to be overstaffed,
unproductive and unable to compete.
A group of state owned shipyard cases was
analyzed, involving twelve countries and over
230,000 jobs, which after the reorganizing process
downsized their staff to 30% and increased
production, revealing the large overstaffing
inherent in state-owned yards.
The Australian Maritime Complex (AMC) is a
successful model to consider.
The largest industrial defense machine, which is
the US, entrusts private shipyards with the building
of military ships. It is also the case of Germany, the
UK, Israel, Portugal, or the former Soviet bloc.

Figure 8 – Social Value / Economic Result

Latam’s State owned Shipyards
In the case of Latinamerican countries on the
Pacific, where private construction shipyards are a
minority, special situations arise. Their navies
actively control the national shipyards, which also
are highly market dominant.
They stay profitable, avoiding overstaffing and
unnecessary expenses, and they are awarded naval
contracts at fairly competitive values, generating
development, employment, tax revenue and
saving foreign reserves. Political and military
powers are in genuine tune with the state
shipyards. The opposite happens in Argentina since
1990s (Table 1).

Table 1 – State-Owned Yards Performance Parameters
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AVERAGE DATA OF LAST 2 YEARS (20014-6)

COTECMAR

ASMAR

SALES

80

160

92

14

20

GROSS PROFIT

2,8

6

3,5

-170

-30

PROFIT / SALES

SIMA

ARS

TANDANOR

3,5%

3,8%

3,8%

0,020%

0,080%

0,030%

0,002%

0,004%

1600

2900

1700

3500

1100

20

18

18

250

55

PROD. JOBS/TOTAL

74%

78%

80%

30%

80%

FIX JOBS / TOTAL

40%

78%

76%

99%

65%

SALES /GDP
JOBS
JOBS / MMUSD

of countries supplying imported equipment
required to build vessels.
The Role of the State, in turn, has three distinct
aspects: The “Regulator State” still has to write
proper legislative rules for the development of the
shipbuilding industry and the merchant marine.
The new laws (2017) are extremely poor when not
negative. Still, through its role as administrator,
the state may cause a genuine shift towards
positive state policies. The “Shipowning State,”
although lessened from what it used to be up to
the 1980s, has a great potential to generate work
in the Argentine industry. The “Shipyard State”
must reconsider its main capacities so that these
no longer create deficits (200 MM dollars annually)
and add genuine social value. The most
complicated case is that of ARS, due to the heavy
structural deficit caused by its numerous staff
members not related to production.
Tandanor should easily attain financial balance and
Storni is the most modern facility for ship
construction, but with an extremely low
exploitation level. Its reorientation may be one of
the cornerstones to buttress national industrial
offerings under a modern concept of “maritime
cluster” combining public and private strengths.
This change -named CINAR 2.0 (Fig.9)- is similar to
the successful Australian case and shown in the
previously mentioned strategic matrix.

When comparing the performance of Argentine
state yards with similar ones (ASMAR, COTECMAR,
SIMA) throughout the region, it is found that in
Argentina overstaffing is significant, a very high
percentage is in administrative tasks, with no
flexibility and a very low production level. Thus,
productivity (Employment/MMUsd) is much worse,
and structural losses have remained unresolved for
years. This is partly due to a very poor industrial
state policy in general, in this case further
worsened by low confidence of the government in
its own yards.

4. Future
4.1. Matters to be solved:
Demand, Financing, and Role of the State
Demand has been blocked for years due to the
excessively generous terms offered for the import
of second-hand vessels, thus rendering fair
competition impossible. This is particularly serious
in the case of the fishing, port activities, and river
transportation markets which, in the rest of the
world, are normally supplied by the shipyards of
the country concerned. Normalizing the situation
in the fishing and ports industrial activity is very
simple and has immediate impact; doing so with
river transportation system is more complex.
The volume of governmental demand should be
re-oriented towards the local competitive yards.
Marine Financing for Argentina’s commercial
shipbuilding is one of the world’s simplest cases to
solve, because it mainly refers to standard vessels
of relatively low unit value. The ship mortgage
instrument, leasing, collateral systems, and the
participation of overseas supplier groups are highly
helpful elements which may combine with the
essential governmental involvement. Upon solving
the irregular situation of the import of secondhand vessels, financing becomes the primary
instrument of industrial recovery. For government
use, the solution is also simple, by means of the
Multilateral Credit Agencies (IDB, WB and others),
Country to Country loans, or the financing schemes

Figure 9 – Tandanor / CINAR positive movement

4.2. Projection 2036
It is presented a future scenario for the Argentine
shipbuilding industry, feasible only insofar as the
already discussed institutional hindrances are
removed (Fig.10).
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Figure 12 – Foreign Exchange Projection

Employment
For the employment projection, the applied
parameters are those previously mentioned of
14.5 direct production jobs for each million dollars
in sales; 2.8 times the direct employment figure is
taken to obtain the total employment in shipyards
-including repairs-; and 2.5 is taken as multiplier to
consider, also, other industries.
Thus, in 2036, total shipbuilding industry
employment would reach the level of 60,000 jobs,
similar to its historical maximum in 1978 (Fig. 13).
In this case, unlike forty years ago, this level would
be attained with low dependence on government,
without subsidy schemes, and with a higher work
distribution among middle-sized terminals,
because it would be attained without taking into
account the large yards of the past.
High employment growth indexes are the product
of today’s very low activity level, and are modest
when compared with those recently attained in
Brazil. In that case, in only twelve years, shipyard
employment has leaped from 2,000 to 80,000 jobs,
with a growth factor of forty times, while in
Argentina, the projected factor is set at eight.

Figure 10 – Argentine Market projection for Shipyards

Economic Projection
To make this analysis, it is considered the local
market demand as a whole and the five market
sources separately. In each case, the volume of
global demand is projected up to the year 2036. It
follows the estimate of impact in Taxes, Foreign
Exchange and Employment.
Tax Revenue
The current local content (63%) is projected to
increase to 82% on account of higher demand for
local ship parts suppliers. By applying a mean tax
rate of 30% on the net value of national
production, this results in a total tax collection of
1,715 MM dollars, averaging resource generation
of 86 MM dollars annually (Fig. 11).
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Figure 11 – Tax Revenue Projection

Figure 13 – Employment Projection

Foreign Exchange
Because of the replacement of ship imports by
others to be built locally, and due to higher
exports, a trade surplus would be reached (Fig. 12).

Marine Financing
A ship financing scheme is proposed for the private
sector that encourages the quick generation of
contracts, since the paying-back period starts at
twenty years and is reduced to ten years in 2027,
while the coverage percentage diminishes from
90% to 60% in the same time-span, with collateral
and interest suitable to a promotional system. The
annual limit of 75MM dollars for 15 years is
considered enough for the first period but larger
funding would be required in the future. In
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general, an initial period is projected with very
significant growth, followed by a period of
moderate but steady development.

5.2. One Century
The proposal now is to see the century as a whole,
the eighty years of history and the twenty years
projected ahead, from the point of view of
produced Value and generated Employment.
Because, at the end of the day, it all comes to this:
adding value that generates decent work.
Added to the examined historical, two future
stages are proposed: Recovery Phase, followed by
Consolidation (Fig. 14).
This is a way of distinguishing the first coming
years, possibly marked by significant development,
from the years further into the future, when
industry will have already reached a more stable
position. In the graph that shows the Value (left
axis), the projection might seem too optimistic
compared even to the best years of the historical
period. But the Consolidation period reaches
merely 0.07% of GDP versus the historical max of
0.28%, fourfold higher. Furthermore, for instance,
the projected growth indexes are five times lower
than the ones yielded by the Brazilian shipyards
over the last decade. Employment (measured
along the right vertical axis) might reach the same
historical maximum as 1978 (60,000 jobs).

5. A Century in Perspective
5.1. Numerical Summary
The following values summarize
Shipbuilding Industry performance.

Argentine

1300
Ships built since 1937 (larger ones,
excluding under 20m length and light vessels,
etc.): 70% of units for fishing and river transport
6 Billion dollars of maritime value produced by
Argentine shipyards (1937-2020)
4,6 Million dollars per unit in average unit
maritime value produced.
40% Employment and Value at ARS Shipyard
46% State driven demand (26% NAVY; 20%
Transport: ELMA, YPF, FF)
9% FNMM resources. The remainder: 47% Navy
and State Owned co.; 26% Export; 17% Private
owners
60,000 Max. Total Employment (1979)
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Figure 14 – A Century of Argentine Shipbuilding

much deeper and constant while in Argentina is
superficial and erratic.
Also the volume of financial resources available in
Brazil is huge compared to the Argentine case.
Another difference is the “governance”. While in
Argentina the area is managed by a low level
government office with very limited power, in
Brazil there is a powerful, high ranked,
independent, resourceful government area to
manage and lead the sector growth.
Not surprisingly, the huge difference in results
between these countries is proportional to the
degree of political interest and resources applied.

6. Brazil and Argentina. Shipbuilding
Coincidences and Differences
The similarities and differences of these
shipbuilding sectors were identified from the very
beginning of their Growth stages in the IDB Report
(ALALC, 1971) that is summarized as follows: The
incentives and supports are key to develop any
shipbuilding industry. This is particularly clear in
the case of Brazil. Even though in Argentina there
is a similar incentive program, the Brazilian case is
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In Fig. 15 a Timeline graph presents the evolution
of the shipbuilding industries of both countries.
The upper part displays the annual shipbuilding
value and the inferior section shows the main
milestones that affected the level of activity.
These neighbors’ shipbuilding industries had a
parallel outset, coinciding in time and in policies
for their initial development, although with
unequally-sized results because of the different
scales of their economies and incentives.
So similar were the first years for these neighbors
that they even committed the same mistakes and
for the same reasons, sinking into a common crisis
4.000

as of the 1980s, deepened in the 1990s. The
evolution of the value produced by the two
countries is shown in the chart with full lines,
while, in the case of Argentina (Podetti, 2018), the
dotted line as of the year 2000 indicates what
might have been generated with policies minimally
similar to those of Brazil.
In the mid-1990s, amid the crisis that affected both
countries’ shipyards, new opportunities appeared,
which, coincidentally in both cases, related to the
Exploitation and Defense of natural resources.
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Figure 15 – Timeline of Shipbuilding Development in Brazil and Argentina

Exploitation of natural resourses
In Brazil offshore oil caused Petrobras (the State)
to turn to local shipyards to build new, modern
ships, which intensified strongly as of 2003, under
a new government (Lula) with a popular tilt.
The region saw a growth in the demand of soy and
for iron ore which promoted the development of
the Paraná Paraguay Waterway, a very valuable
natural resource for gaining in logistical
competitiveness, generating an outlook similar to
that of the Brazilian case with regard to oil.
However, as of that time the Argentine

government decided to promote the mass import
of secondhand very old vessels (almost scrap)
without taxing them, thus preventing the recovery
of Argentina’s shipyards. The opposite of Brazil.
In 2003 a new government with a popular tilt also
appeared in Argentina (Kirchner), and the price of
the star product (soy) also rose, but the differences
were again evident, since this new Argentine
government didn’t alter the so negative policy
either.
Another natural resource, fisheries, also saw a
major increase in demand in Argentina, but the
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national governments again didn’t allow the
participation of local shipyards, maintaining the
astonishing support for the mass import of
secondhand fishing craft, in force still today.
The river and fishing policy sank the Argentine
shipbuilding industry even further, deepening
underdevelopment and unemployment.

patrol vessels for the Argentine Navy will surely be
added soon. But here, once again, the paths taken
by the two countries diverge.
While Brazil offers signs that the courts of justice
appear to be making certain progress against
corruption cases, in Argentina control over the
judiciary is being strengthened by the political
power to ensure full impunity for itself.
There is another difference and it is the most
important one. The codes of naval corruption.

Defense of natural resources
Brazil and Argentina coincided in putting into
action ambitious naval projects of long standing.
They achieved this in the second decade of the
new century and with the same objective: the
defense of their natural resources. In Brazil,
offshore oil, and in Argentina, fishing riches.
They followed the same initial strategy of seeking
international technological and financial support
and such was the alikeness that they even chose
the same corporation. Both countries contracted
DCNS, the French State-owned shipyard (later
renamed Naval Group) when it came to building
the ships they needed.
In the case of Brazil, this involved four ultramodern conventional submarines, and one even
more modern nuclear-propelled sub, which are
under construction at brand-new, state of the art
shipyard erected in record time, at which 9,000
new Brazilian workers and technicians are laboring,
generating great technological impact.
In the case of Argentina, it concerned four ultrasimple oceanic patrol vessels, very conventional
and low speed, and which are also undr
construction, but in France. The Argentine
government brushed off the reports that pointed
out that this direct purchase was illegal and that
these simple vessels could be built in the country,
as all the countries in the region do. Despite it all,
the import was contracted, at exhorbitant prices,
additionally accepting that one of these ships was
secondhand (2011) and of such poor design that it
had already been rejected by the French Navy
itself and most navies of the region. Once again
Argentina lost another unique opportunity for
development.

We could imagine that when in Brazil a politician
participates in a crooked naval deal to benefit a
businessman, the code is:
We split a % of the markup, but there’s a
limit.
Brazilians’
employment
and
development are non-negotiable. The ships
are built in Brazil.
In Argentina, instead, the code is a different one:
We split a % of the markup and here there’s
no limit. The ships may come from abroad,
may be secondhand and in addition we free
them from taxes. We are not really
concerned over Argentine employment or
development.
In the latter case the most important aspect is that
sometimes it isn’t even avidity for money. Much
greater is the narrowness of vision, the lack of
ability for statesmanlike thinking, the easy way out
of preferring the Shopping Mall to the Factory.
That’s because corruption doesn’t only involve
money. Sometimes, as may be here, money is not
the key factor.
Without the least attempt at a justification to
Brazilian case , it is very clear that the Argentine
code of naval corruption is much more tragic. This
is seen in these two adjacent scenes:

Naval corruption
A reflection is required about this subject so widely
present in both countries. And proposed here in
order to analyze it is the above-mentioned naval
matter. According to an investigation by the
prestigious Fletcher Institute, the mutually chosen
French DCNS State-owned shipyard leads the
world ranking for naval corruption with a billion
dollars in bribes detailed in the Compendium of
Arms Trade Corruption (WPF, 2020). Among the
cases submitted therein is that of the new Brazilian
submarines, and the still very recent one of the
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-

In Brazil a small group of civilian and
military
government
officers
and
entrepreneurs greatly enrich themselves
while running a considerable risk of going
to jail, but safeguarding the employment
and development of their people.

-

In Argentina a small group of civilian and
military
government
officers
and
entrepreneurs greatly enrich themselves
virtually without risk of jail and without
any consideration for the poverty they
generate among their fellow citizens.

SINAVAL. Sindicato Nacional da Indústria da
Construção e Reparação Naval. A Indústria da Naval e
o Desenvolvimento Brasileiro. Disponible en
www.sinaval.org.br/docs/IndNaval-DesBrasil-2011.pdf
[22-08-2012].

Both countries, with different governments and for
a long time, have taken clear decisions in favor of
and against maritime development.
Both exhibit the attributes of true “State policies”:
Continuity: several uninterrupted decades.
Apolitical character: the governments persist in
these policies independently of changing political
sign.
Vectorial nature: there is a clear direction
(growth/stagnation) with a specific orientation (in
favor of/against the national interest) and it is
enacted in a massive way (constructive/
destructive).
This dramatic difference between neighbors
throws into relief that the mere fact of “having” a
State policy isn’t sufficient. The important thin
thing is to determine what that policy is and what
it really seeks to achieve
State policy isn’t sufficient. The important thing is
to determine what that policy really seeks to
achieve.

WPF, 2020 - “Compendium of Arms Trade Corruption”
World Peace Foundation , The Fletcher School, Tufts
University, EE.UU, 2020
(https://sites.tufts.edu/corruptarmsdeals/)
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