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“The character of the sea has changed. From an open
space, where freedom was the rule, it has become a shared,
common good for humanity, vast but fragile, needing world-
wide management and protection.”*

Vice Admiral (retired) Lutz Feldt,
former German Navy Inspector

Dr. Peter Hefele is Head of the KAS office in Shanghai/China
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Figure 1: Main routes and sensitive intersections in global maritime trade
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I. INTRODUCTION

“We cannot control the wind, but we can direct the sail.”
German Chancellor Dr. Angela Merkel used this quote to
remind Germany of its challenges and responsibilities as a
maritime power at the 8t National Maritime Conference in
April 2013.2But were the sails of German foreign policy and
trade positioned correctly and has the “prevailing political
sea blindness” been overcome? The facts speak for them-
selves:

® A nation that imports and exports nearly two-thirds of its
goods by sea is reliant on secure maritime lifelines.

® A political economy in which the proportion of imported
and exported goods currently accounts for approximately
70 per cent of GDP* is highly vulnerable economically.

® A country whose shipping and ship-owning companies
account for approximately 2 per cent of it's GDP must
actively contribute to its economic sustainability through
the formation of regional and global maritime regimes

and build up and provide for its own efforts, not only mili-
tarily, to enforce global commons.

Recently, there seems to have been a change of mind in this
regard, as demonstrated by German Chancellor Dr. Angela
Merkel’s participation in the 8th National Maritime Confer-
ence in Kiel in April 2013 and its public resonance.®

When we speak of the maritime value chain and its fragility,
we are not only referring to the ocean’s capacity as a means
of transport. It has become clear that the entire marine eco-
system in its various dimensions is the means of existence
for our political economy, as a source of food and energy, as
a climate regulator, etc. Therefore, if we were to define the
political objective of “maritime engagement”, the environ-
mental dimension must always be taken into account. This
integrated approach demonstrates that German maritime
engagement can in no way be interpreted as a renewal of
pre-1914 dreams of becoming a great colonial power; rather,
it is because of the simple understanding that “control of the
seas determines a nation’s economic prosperity”.®
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The risks accompanying the global maritime value chain are
described below. At the same time, this investigation is not
confined to questions of foreign trade but rather attempts to
include foreign, security and environmental aspects - a clas-
sic example of “networked security”.” A second section then
sheds light upon the existing institutional framework for
German maritime engagement and derives recommenda-
tions for policy and business action.

II. SITUATION

Globalisation’s Maritime Foundations

The introductory quote from Vice Admiral (retired) Lutz
Feldt, former Inspector of the German Navy, precisely
describes the extensive challenges maritime policy faces to-
day. Just as with the advances in globalisation in the early
modern era or before the First World War, this most recent
wave of globalisation since the 1980s is unimaginable with-
out an unparalleled expansion of seaborne transportation
capacity.

Figure 2: Index of OECD industrial production and indices of global economic growth, global commodity trade and

seaborne trade (1975-2012) (1990 = 100)
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Source: UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT REVIEW OF MARITIME TRANSPORT
Report by the UNCTAD secretariat, Chapter 1, New York and Geneva, 2012, p. 2.

When comparing the growth rates of global trade and
seaborne transport, the latter has increased by approxi-
mately one-third since 1990 (see Figure 2). The rate of for-
eign trade® between 1970 and 2008 increased worldwide
from 19.7 to 53.2 per cent. When discussing globalisation,
the maritime dimension cannot be left out.® The focus of the
attention is transcontinental trade, but to some extent, an
even higher rate of growth is being observed in intraregional
seaborne trade (coastal shipping), for example, in East and
Southeast Asia.

The weaknesses of this maritime transport network have
long been known (see Figure 1). Piracy attacks in the Horn
of Africa and the Strait of Malacca, threats from Iran in the
Strait of Hormuz and transport congestion in the Suez and
Panama Canals demonstrate acute “risks of collapse”. How-
ever, the significance of this “chain link” in connection with
potential terrorist attacks on harbours has been highlighted
only very recently as a further sensitive intersection of mari-
time security.
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Assuming that by 2030 global exports increase annually

by five per cent and global GDP by four per cent'?, even in
the medium-term a further increase in the significance of
maritime trade routes can be expected. The Hamburg Global
Economic Institute’s (Hamburger Weltwirtschaftsinstitut —
HWWTI) predictions assume that sea trade will once more
increase by 125 per cent by 2030'* and new intersections
(e.g. West Africa) will be added to the global network of sea-
ways. In the process, there is a greater likelihood of being
confronted with the effects of fragile statehood or non-tradi-
tional security risks. The vulnerability of maritime lifelines
will also increase.

This is most strikingly demonstrated by the global piracy
phenomenon.*? There were 445 attacks worldwide in 2010;
annual losses for global trade are estimated by the World
Bank at approximately US$13 billion.** Since then, the num-
ber of attacks has significantly decreased (to date approxi-
mately 100 attacks have been reported in 2013). This is
primarily due to the decline in attacks on trade ships in the
waters near the Horn of Africa. The increasing efficiency of
Operation ATALANTA'* has demonstrated a deterrent effect.
However, this does not mean the danger is over. Because
at the same time the number of cases in the Gulf of Guinea
and in Indonesian waters are once again sharply on the
rise.'> The threat of piracy will remain one of the main
sources of maritime threat situations over the next several
years.

Are there alternatives to sea-based trade? Taking, for exam-
ple, trade between Europe and Asia, land-based alternatives
have been researched for decades in order to reduce unilat-
eral dependence on maritime transportation routes. Since
the 1960s, the United Nations Economic and Social Commis-
sion for Asia and the Pacific (UNESCAP) has promoted a pro-
ject to develop an “iron silk route”, or Trans-Asian Railway
(TAR). The northern corridor should link Russia and Central
Asia to Western Europe and East Asian centres of growth.
Other elements incorporate railroad projects in South and
Southeast Asia (e.g. Kunming-Singapore) and aim to provide
logistical alternatives, especially for the Strait of Malacca.
Currently, a freight train with automobile parts can travel
from Leipzig to the Chinese city of Shenyang 11,000 kilome-
tres away in 21 to 23 days. The Duisburg-Chongqing route
is also regularly used.'®* However, its predicted transport
capacity will only be able to cover a fraction of the demand
in the future. It is questionable as to whether or not the
transit routes through Central Asia are associated with an
increase in security, keeping in mind the trouble spots found
there.

Stable Maritime Value Chains as a Foundation for German
Prosperity

Currently approximately 400,000 people are employed in the
maritime sector in Germany; they generate approximately
85 billion euro annually (three per cent of German GDP in
2012).'7 These numbers are based on a very strict definition
of “maritime”. Let us continue with the estimation that, as
previously mentioned, approximately 60 per cent of German
imports and exports are carried out via sea routes; more
than 20 per cent of German automotive products are ex-
ported overseas; and 55 per cent of the German machine
building industry is exported by sea. This illustrates what the
maritime value chain means for the German economy. The
key sectors of Germany’s production locations, both in terms
of the delivery of intermediate inputs and export of finished
products, are part of a global maritime value chain. This
dependency has increased and will continue to do so. The
following factors play a crucial role in this process:

® The increasing significance of overseas markets is reflec-
tive of the shifting and growth dynamics of global eco-
nomic powerhouses. While approximately three-quarters
of European imports and exports were transacted with
non-European countries and regions in 1980, their value
in 2010 was just under 83 per cent.'® As a leading export-
based economy, Germany cannot disconnect itself from
this trend.

® Multi-national companies are increasingly focussing on
global production and distribution chains and are promot-
ing maritime networks. But even the German medium
size companies are performing at a noticeably more glob-
al level.

® Emerging industrialising countries stand to become in-
creasingly important for Germany in the future as pur-
chase and sales markets due to their geographic locations
and comparative cost advantages. A large proportion of
this trade will be carried out by sea. The commodities
trade with Germany’s two largest non-European trade
partners - the USA (2nd place), China (5th place) - is al-
ready predominantly carried out by sea.

Within Germany itself, the maritime economy comprises the
backbone of the regional value chain for northern German
coastal states. Because of this, in Hamburg and Schleswig-
Holstein, for example, approximately one-seventh of the
local value chain and twelve per cent of jobs are directly
dependent upon marine-based production of goods and
services.'® However, the basis of Germany’s export success
and therefore our prosperity lies with inland economic
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centres in western and southern Germany. Indeed their de-
pendence is less apparent, although it is more significant
macro-economically.

It is easy to bemoan this dependence. However, due to the
pattern of goods traded, the global character of modern pro-
duction processes and pre-existing transport cost structures
and capacities, there are currently no alternatives to
seaborne trade for the better part of the German economy.
But Germany is not alone. All developed industrial nations
and, increasingly, emerging economies share in this fate.

Maritime Policy Concepts of Other Nations

Other nations identified the fragility of their maritime life-
lines as part of their national security much earlier and more
intensely, and have acknowledged the corresponding strate-
gic significance in designing foreign, security and economic
policy.

USA

The United States of America has defined (since the 19th
century) freedom of navigation as being of “national inter-
est” because, at present, 90 per cent of the United States’
foreign trade is carried out by sea. The deployment of naval
forces to main maritime arteries has been consistently
executed since the end of the Second World War, and illus-
trates a decisive contribution from an American perspective
in terms of an important global commons. A new “Coopera-
tive Strategy for 21st Century Seapower” was last presented
by the Navy, Marine Corps and Coast Guard in 2007 with
the goal “[that] Navy, Marine Corps and Coast Guard [should
cooperate] even more closely together in working to protect
and sustain the American Way of Life”.20 This change in
strategy should be interpreted not least against the back-
drop of new and non-traditional threats (terrorism, piracy)
since the end of the Cold War. A complex, value chain ori-
ented security concept underlies this plan.

European Union

Not least due to its extensive responsibilities in terms of
trade, over the past few years the European Commission
has passed a range of guidelines for the improvement of
maritime security and has established several maritime
authorities.?* However, because maritime problem areas
affect a range of policies, and in many cases the appropriate
instruments remain the responsibility of national govern-
ments, the EU can only perform its role as a guarantor of
maritime security in close coordination with national govern-
ments and supranational groups, most notably NATO. It

has made significant advances since 2008 in terms of a
comprehensive approach with the EU NAVFOR Operation
ATALANTA around the Horn of Africa.?? However, ATALANTA
also demonstrated that effective national navies remain es-
sential. In the process of reconfiguring the German Federal
Armed Forces, the German Navy gained a tighter leadership
structure through the introduction of uniform naval com-
mand. This departure from a focus on coastal defence and
an “escort navy” to that of a force capable of handling multi-
national missions with greater sustainability has been in
place conceptually since the 1990s and was reinforced in
the recent “Defence Policy Guidelines for 2011".23 While the
corresponding capacity is being established for large projects
at sea, deficits remain, for example in air support/reconnais-
sance units.

East Asia

Foreign trade in large industrial nations in East Asia (China
and Taiwan, Japan, South Korea) is similarly dependent upon
secure maritime supply channels.

The People’s Republic of China

In 2010, the People’s Republic of China replaced Germany
as the world’s leading exporter. More than 85 per cent of
China’s global foreign trade is currently carried out by sea.?®
The country possesses both the largest and second-largest
ports in the world, Shanghai and Ningbo-Zhoushan, respec-
tively, as well as the greatest shipbuilding capacity and
third-largest merchant fleet. China has become a (civilian)
naval world power and will continue to contribute significant-
ly to the future growth of sea trade.

The protection of vital imports and exports in China’s rapid,
resource-intensive industrialisation process has become a
strategic core interest of the People’s Republic. This, along
with the build-up of a massive civilian cargo and transport
capacity, is reflected in an extensive programme to modern-
ise coastal and naval forces.26 Currently, the country still
lacks the ability to project itself as a global sea power, in-
cluding militarily. However, the presence of Chinese naval
forces in the Indian Ocean and the Horn of Africa since 2008
can be interpreted as a first step toward a global maritime
presence.

Japan

As an island nation, Japan is almost completely reliant upon
effective maritime trade routes: “Japan’s Sea Lane Security
[is therefore, PH] a Matter Of Life And Death”.?”
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Approximately 99 per cent of its foreign trade is carried out
by sea; 80 per cent of its crude oil imports take a course
through the Strait of Malacca; the importance of energy sup-
plies from the Persian Gulf is still much greater than it is for
Europe and the USA - no other highly developed industrial-
ised nation is dependent on one single transport route to
such a high degree.?® At the same time, the country is lo-
cated in one of the most conflict-ridden parts of the world.
Ongoing territorial disputes in the East China and South
China Seas have confirmed that maritime security is once
again the highest priority for national security.

It is, therefore, little wonder that the Japanese coastal and
naval forces (including the air force) are among the most
modern elements of “self-defence forces” and are subject
to a permanent modernisation programme.

Over the past few years, Japan has engaged in active “mari-
time” diplomatic activities in South and Southeast Asia in
order to gain allies along their shipping lanes. Japan and
most other neighbouring states regard China’s rise with
caution, if not with outright concern. The unresolved con-
flicts regarding maritime sovereign territory in the East
China and South China Seas have contributed considerably
to this concern. As a result of this, the region is not expect-
ed to foster closer maritime cooperation over the next few
years. From a maritime threat scenario standpoint, this is a
fatal shortcoming for the Indian Ocean and western Pacific
Ocean regions; the risk of massive disruptions to maritime
value chains - on a global scale - is currently highest in East
and Southeast Asia.

Once again, this can be traced back to the question of the
United States’ role in the region. Whether or not this can be
referred to as a “pivot to Asia”, in the future, the USA will
provide the key contribution to the stabilisation of maritime
trade routes in Asia in cooperation with regional Southeast
Asian/Pacific powers (Singapore, Australia). Europe can take
an active supporting role in developing regional security
cooperation diplomatically (for instance through ASEAN), if
not militarily.

Protection of Maritime Resources

Only in more recent discussions has the term “maritime
security” expanded to include an environmental dimension.?®
And rightly so as, along with the atmosphere, oceans play a
central role in the climate system and the Earth’s resources.
Oceans and coastal shelf seas make up the world’s greatest
complex ecosystem: 99 per cent of global fishing comes
from this important food reservoir; the proximate coastal
regions make up 70 per cent of living and recreational space

for the global population.3® Ever greater intrusion and dis-
ruption of natural mechanisms of regulation have grave
consequences: depletion of exhaustible sources of food and
energy; the loss of a buffer for the global climate; a rise in
sea level, etc. The considerable negative consequences of
this will also affect Germany.

Institutional Maritime Expertise

Germany has a broad network of maritime expertise at its
disposal in the form of university institutes, extra-university
research centres and business-related competence centres.
In terms of maritime law, Germany is among the leading na-
tions. In this regard, it is often overlooked that the Interna-
tional Tribunal for The Law of the Sea in Hamburg, the only
international court, is located on German soil. Because of
this, Germany is able to provide a significant contribution to
the further development of international legal norms.

III. RECOMMENDATIONS

1. Political and economic decision makers must create
awareness of the problem of fragile maritime value chains.
The German federal government has rightly raised the sig-
nificance of this issue on the political agenda. The tradition
of a “national maritime conference” should be continued
and should take an even stronger thematic position on the
security policy dimensions described here. Corresponding
national and European networks of expertise should be fur-
ther strengthened. With the Limassol Declaration in 20123,
the EU established the terms of a maritime policy agenda
for this purpose at the European level. However, this must
be further interlinked with other provisions, including the
Common Foreign and Security Policy’s (CFSP) military
instruments.3?Both government and private companies are
called upon to exchange insights on threat levels and to
join together in terms of their options without blurring the
lines of their specific legal and political responsibilities. In
doing so, the Working Group for Economic Security (Arbeits-
gemeinschaft fiir Sicherheit in der Wirtschaft - ASG)* is
engaging in the task of creating a central coordination unit
for the transmission of information between the state and
the economic sector. Similar to the cyber-security sector, an
efficient platform for exchange on issues of maritime threats
could be established.

2. Companies are requested to attach a higher degree of
significance to the factor of “fragility of maritime supply
channels” in their risk analyses. Depending on the threat
level and the sensitivity of value chains, logistic designs and
production processes should be reviewed and, if necessary,
alternative supply networks (e.g. land-based) should be de-
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veloped.3* Greater significance must be attached to the
factor of the supply chain’s “resilience” vis-a-vis a narrow
definition of efficiency and economic viability.

3. Germany’s political and military presence in key regions
of the global maritime network should be increased. It
seems necessary to establish further (border) patrol/military
capacities to make Germany a reliable and assertive mari-
time partner. This requires appropriate investments in sea-
based and satellite-based reconnaissance technologies and
interconnectivity with other naval forces’ systems (interoper-
ability). The German Navy’s planned investments in large
maritime unites (ships) is sufficient, but should not bring
about the continued under-financing of the above-mentioned
support systems.3> Moreover, EU and NATO design considera-
tions for maritime security*¢ should be further developed.3”

4. Germany should provide for clear and enforceable judicial
foundations and approaches in the fight against maritime
piracy at the national and international legal level and should
be committed to the protection of the German merchant
fleet at sea. Reforms could secure institutional reorganisa-
tion, for example by establishing a uniform coast guard;

it would also be beneficial to consider constitutional amend-
ments to ensure the readiness and assertiveness of German
maritime forces. According to the current valid interpretation
of the law, the German Navy may not engage in policing ac-
tivities on the high seas.3® This impedes effective operations
to combat maritime piracy.

5. The maritime economy can and must provide an impor-
tant contribution to the goal of creating a sustainable econo-
my. The starting point lies alongside the entire maritime val-
ue chain. Moreover, the fragility of marine ecosystems must
be raised to a higher degree of awareness as an integral
component of the global environmental and climate discus-
sion. The eco-balancing instrument is an established tool for
measuring the environmental “footprint” for many economic
sectors; this should also be implemented for the maritime
economic sector.?

6. In terms of a globally expanded corporate social responsi-
bility (CSR) concept, the business world must also contribute
in order to energetically combat the worldwide environmen-
tal and social drawbacks. Because ultimately, this is one of
the causes of fragile statehood and its negative maritime
consequences, such as piracy.

7. Against this backdrop, in terms of its development policy,
Germany should continue to apply its “comparative advan-
tages” in establishing good governance and the rule of law.*°

8. Germany'’s technical, natural scientific and legal abilities in
the maritime field should be combined and introduced into
the global discourse.
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