F ) UEREE AR b FEHE EEE
The 8th Inter-school Competition of Project Learning
on Hong Kong’s History and Culture

(FIH) XFHE - = - FH
Written Report - Third Prize, Senior Division

Bing FEHER
Holy Trinity College

"Ruling of the Seven Seas: the Rise and Fall
of Hong Kong Shipbuilding Industry |

*INFERRA » REE_LEE A
B EEELEYE - 2ZENE
TELE R > BEah 2724 9009




HC 18 $A 003

<Ruling of the Seven Seas: the Rise and Fall of Hong Kong Shipbuilding
Industry>

Category A: Written Report (Senior)
School: Holy Trinity College

Group members:
Chau Hui Tung
Fan Yui Chi
Cheung Sze Ki
Ng Wing Yee

Abstract:

An analysis on the past, present and future of the shipbuilding industry in Hong
Kong.

In the 19th century, shipbuilding became a momentous and significant industry in
Hong Kong. However, the industry declined after WWII. To this day, it has become a
sunset industry that is fading out.

Although this industry does not play an important role anymore in Hong Kong'’s
economy, its contributions to the city’s development cannot be neglected. Here, we
would like to look into the reasons behind the success and decline of the shipbuilding
industry, as well as its possible future development.

Rise

Firstly, foreign investors brought in their experience in managing dockyards, western
shipbuilding skills and capital to Hong Kong'’s shipbuilding industry. The number of
Hong Kong's dockyards increased and became more advanced and improved a lot,
while the types of ships built became more diverse.

Secondly, the low rent and wages for labour are much cheaper compared to
dockyard workers in Europe, attracting businessmen to start their own shipyard in
Hong Kong.



Thirdly, the geographical position of Hong Kong offered a deep water harbor, shelter
from strong winds and a firm seabed suitable for anchoring, contributing to the rapid
development of shipbuilding industry in the city.

Fourthly, the rapid development of entrepot trade created a large demand for new
ships and ship repairing services in Hong Kong. As a result of the spike in entrepot
trading, more and more ships and repairing services for trading were needed in order
to meet the demand of entrepot trading.

Lastly, the circumstances of World War | and World War Il increased the demand for
new ships, especially Britain and the US. The large scaled conflicts increased the
demand for ships greatly as countries used all means to gear up for battles.

Fall

Firstly, the destruction brought by the Japanese Occupation destroyed many
dockyards and related infrastructure, resulting in a drop of the total tonnage of ships
built. In terms of diversity, only warships were being built o support the war effort.
This obstructed the development of the shipbuilding industry.

Secondly, as China was involved in the Korean War as an ally of North Korea, the
United Nations started a widespread embargo on China and the trading from China
dropped sharply, which was a huge blow to Hong Kong'’s shipbuilding industry that
was closely related to the entrepot trading.

Thirdly, industrialists from mainland came to Hong Kong to escape the Chinese Civil
War and brought with them capitals, skills, experience and labour force to Hong
Kong. This led to the rise of light industry. Since Hong Kong's entrepot trade was so
badly hit by the UN embargo, shipbuilding gave way to light industries.

Fourthly, the local population increased sharply after WWII. Since shipbuilding needs
a lot of space and most people changed to work in tertiary industry during 1970s,

many shipyards were shut down.



-----

Lastly, heavy competition from aviation contributed to the decline of shipping in
general. Transportation by air was faster and more efficient compared to shipping,
this change dragged the shipbuilding industry down as well.

Future

Despite such setbacks, there is still a presence of shipbuilding in Hong Kong.

For now, there are only a few shipyards left in Hong Kong that participate in
shipbuilding. The main challenges faced by the industry would be competition from
neighbouring regions and a lack of new-blood and talent.

Hong Kong's maritime industry as a whole faces serious competition from other
surrounding countries. Inaction from both the government and the industry itself
could be blamed for being out-competed.

Few young people consider joining the shipbuilding industry in Hong Kong. Few
shipbuilding companies are left and there is a lack of new blood and talent in the
industry despite a range of training programmes and degrees regarding the maritime
industry.

Future possibilities for Hong Kong exist and can be developed. One possible
development would be for Hong Kong to concentrate on the technological design on
ships. Hong Kong has the potential to develop new designs on shipbuilding, focusing
less on the industrial production of ships developing parts of a ship or even the
software used in shipbuilding.

To attract new blood to the industry, local universities and organizations have
opened degrees and programme to be studied regarding the maritime business in
Hong Kong.

Despite being past its original glory, there is still a way for the shipbuilding industry to
exist in Hong Kong. No matter it being industrial production or focusing on R&D,
there is still a future for this industry.
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Introduction

Shipbuilding is regarded as Chinese traditional industry and it reached its height
during the Song Dynasty and Yuan Dynasty and early Ming Dynasty. This industry
was essential to the nation’s trade and commerce, moreover, it was incorporated into
the army, giving rise to a formidable navy. As Chinese, our history of sailing can be
traced back to thousands of years ago. We take pride in the fact that the Chinese
were the first ones to sail at the seven seas and explore foreign lands. The
remarkable skills of our traditional shipbuilding is nothing but a form of art. Chinese
shipbuilding prowess was preserved and carried on in the south of China by humble
fishermen and even pirates. Therefore, we are very interested in understanding how
Hong Kong carried on with the traditional craftsmanship and how Hong Kong won its
fame for shipbuilding.

In the 19th century, Hong Kong had developed into a major shipping centre of the
mainland and an important entrepot of the world. From then on, shipbuilding became
a momentous and significant industry in Hong Kong, even the main pillar industry. It
had contributed a lot to Hong Kong’s economy and development. Hong Kong and
Whampoa Dock became the largest shipyard among Asian countries. However, the
glorious shipbuilding industry went into a decline after the Second World War. Every
life and journey has its end. To this day, It has become a sunset industry that is



fading out and dying, only to be found in Hong Kong people’s memories, all but
forgotten as one of the many eras before now.

Although this industry does not play an important role anymore in Hong Kong's
economy nowadays, its contributions to Hong Kong’s development cannot be
neglected as it was once an economic pillar of Hong Kong. Throughout our study,
our team wants to have better knowledge about the transition of shipbuilding
industry. Apart from that, we would also like to look into the reasons behind the
success and decline of Hong Kong's shipbuilding industry, as well as the effect it had
on Hong Kong citizens’ lives and the direction of its future development.

Reason for choosing this topic

During our research for the topic of this report, we were surprised at the long
tradition of the shipbuilding history in China. From the primitive water transports of
inflated animal skins and simple rafts from the Neolithic era to more and more
sophisticated ships. Born from the need to travel along rivers and lakes and fishing,
the Yue culture at the southeast coast of modern China has developed alongside the
heartland of Chinese culture. We were amazed at the amount of variety concerning

warships and transports, especially from the Song Dynasty period.

As Hong Kong was originally an entrepot, we were curious about the connections
between the long standing shipbuilding tradition of China and the entrepot trade in
Hong Kong. We decided on the shipbuilding industry as it provides a great
connection between the Chinese culture and British influence towards Hong Kong.

Research Method

i) Primary Information

In order to gather historical facts about shipbuilding Industry, our team visited the
special exhibition about shipbuilding of China and the dockyards in Hong Kong,
which was held by Hong Kong Maritime Museum. During the visit, we have explored
Hong Kong’s unique maritime heritage and understood more about the history and
the operation of shipbuilding industry which built classic yachts, launches, ferries and

large freighters for countries and companies around the globe.
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ii) Secondary Information

Apart from that, our team had collected more second informations from relevant web
pages, reference books, news articles, official reports, tv programmes etc. Related
informations were found in Central Library and Government Records Service.

Rise of Hong Kong’s Shipbuidling Industry

The shipbuilding industry is among the firsts of Hong Kong's industrialization and
shares its fame with the entrepot trade industry since its establishment in the early
19th century. Exactly how glorious was the era of shipbuilding? Here are some facts
for you. They built a variety of ships, from battleships for the navies of the US, Britain
and other European countries, to commercial ships such as the many Hong Kong
Star Ferry vessels in service till this day.

As to the 1950s, Hong Kong’s two leading dockyards, the Hong Kong and Whampoa
Dock and the Taikoo Dockyard hired up to 8,500 workers, taking up 20% of the total



labour force back then. At the height of its era, the industry can produce ships of a
total of 80,000 tons, maximizing to its limit." How did the industry develop into one of
Hong Kong's economic pillars, with the technique, skills and total tonnage that are
compatible to that of Japan, which was named the best shipbuilder in Asia back at
that time?

1.1 Foreign Investment

The earliest shipbuilding companies and dockyards were all founded and built by
foreign entrepreneurs. The Hong Kong and Whampoa Dock was built by Douglas
Lapraik, Thomas Sutherland and Jardine, Matheson & Co, in 1868. Taikoo Dockyard
was built by the Swire family, in 1910.2 Since the early days of the colony, American
shipbuilders had started their shipbuilding business in Hong Kong as well. Charles
Emery and George Frazar set up their shipyard in Kowloon in 1844, while J.H.
Vaughan set up the shipyard of Hong Kong Transportation Co in 1951.° These
foreign investors brought in their experience in managing dockyards, western
shipbuilding skills and capital to Hong Kong' s shipbuilding industry. Before these
western investor's involvement in the industry, Hong Kong shipwrights used
traditional Chinese shipbuilding arts to build junks and sampans but not western
style ships.* With these foreign investment, the number of Hong Kong’s dockyards
increased. At the same time, the technique and facilities had become more
advanced and improved a lot, while the types of ships built had become more
diverse. The ships built in Hong Kong finally entered the international shipbuilding
market. The demand for ships “made in Hong Kong” slowly increased from then on.

1.2 Cheap rent and wages
Hong Kong only started its industrialization since the colonization of the United

Kingdom in 1842, after the signing of Treaty of Nanking. In 19th century, Hong Kong

'Ricky Kan, "M EE T XML HE - FEBRAIEME", IMechE Hong Kong Branch Young Member
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only had a small population consisting of merely 300, 000 people in 1901.° Before
colonization, Hong Kong was only a fish port with a lot of people engaging in fishery.
Hong Kong had not yet been developed, nor was it modernized and thus the British
government could plan the specific uses of lands for industrialization. The first
industries that developed since colonization were the entrepot trading and some

small-scale manufacturing industries (e.g sugar refinery).

However, these economic activities and the small population did not take up much
land. As a result, the rent for land and wages of labour were relatively cheaper than
that of the developed European countries. This had attracted many businessmen to
start their own shipyard in Hong Kong as shipyards require a large area and other
supporting facilities such as reservoirs take up a lot of spaces as well. Let us
examine the size and scale of one of the largest and busiest dockyards in Hong
Kong's shipbuilding history, Taikoo Dockyard, which was located in Quarry Bay. The
original idea of setting up Taikoo Dockyard was to maintain a stable supply of ships
for the company’s factories such as the sugar refinery and to invest in other
profitable industries. Taikoo Dockyard took up 52 acres of land, the largest among all
and had the capacity for the world’s largest steamship at that time, SS. OCEANIC (
685 feet long, 68 feet wide). To meet with the need of fresh water of the dockyard’s
daily operation, several private reservoirs ( .9 Choi Sai Woo Reservoir and Taikoo
Reservoir ) were built by the company.® The businessmen saw the opportunity that
Hong Kong provided for shipbuilding and seized the chance to have a head start.

1.3 Favourable Natural Geographical Location

Hong Kong was gifted to have a deep-water harbour, the Victoria Harbour. It was
also located in the Southern China coastal area. These two geographical
characteristics were the reasons why Hong Kong caught the eyes of the United
Kingdom as the empire searched for an oversea base for the British trading
community in Canton.”A port providing berths for cargo liners must be close to the
centre of commercial and trade activities. It must also offer deep water, shelter from
strong winds and a firm seabed suitable for anchoring. In the mid-19th century, Hong

5 Ling Kee Publishing Co.,LTD. ,New Exploring World History(Second Edition) Introduction and
Theme A, p. 79
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" Tsang, Steve, A Modern History of Hong Kong (2004), London: |.B. Tauris, ISBN 978-1-84511-419-0



Kong was the only port along the coast of Guangdong that met those criteria, and
thanks to its favourable geographical location, it quickly developed into a shipping
hub.® The favourable geographical location of Hong Kong no doubt contributed to the
rapid development and rise of shipbuilding industry in the city.

1.4 Rapid Development of the Entrepot Trading

Development of entrepot trading and shipbuilding industry are closely connected as
shipbuilding is one of the supporting industry of entrepot trading. The rise of entrepot
trading in the early days of colonization directly affected the shipbuilding industry. In
early 19th century, trading relied heavily on shipping, especially long distance and
overseas trading. As China signed more and more treaties promising to open up
ports along its coast, the international market expanded with China joining in. Hong
Kong, as located in China and a member of the Chinese culture, was the ideal place
for trading with China. On the other hand, the completion of Suez Canal in 1869
facilitated the trading between Hong Kong and the United Kingdom. The 110-day
transit time between Hong Kong and the United Kingdom was greatly reduced to
merely 30 days, prompting the speed of international trading.® Most importantly,
Hong Kong adopted the free port policy. Under the free port status, ships from all
over the world could enter Hong Kong freely without paying any taxes and no tariff
would be imposed on the incoming goods. As the colony of the United Kingdom,
Hong Kong enjoyed the tax benefits of the British Commonwealth Preferential Tariff
Agreement, by which its goods (such as textiles, plastic shoes and cement) could be
exported to the Commonwealth countries at lower tariff rates. Such lax restrictions
and low tariffs created the dream place for all businessmen and manufacturers. As a

result from the above reasons, entrepot trade spiked.

The spike in entrepot trading also meant a spike in the demand for new ships and
ship repairing services in Hong Kong. Ships get worn out, ships would sink, ships
need regular repairing. As a result of the spike in entrepot trading, more and more
ships and repairing services for trading were needed in order to meet the demand of

#Pictorial exhibition introduces Hong Kong's shipbuilding and ship repair industry”, July 13, 2011,
HKSAR Government Press Releases
https://www.info.gov.hk/gia/general/201107/13/P201107130311.htm

? Pictorial exhibition introduces Hong Kong's shipbuilding and ship repair industry”, July 13, 2011,
HKSAR Government Press Releases
https:/fiwww.info.gov.hk/gia/general/201107/13/P201107130311.htm



entrepot trading. This was the reason why shipyards and shipbuilding and repair
companies mushroomed. When there is a huge demand, there would be an increase
in supply to satisfy the needs of an industry.

1.5 Wartime Demands

During World War | and World War |, sea battle had become more and more

common and advanced. As the countries prepared themselves for a widespread war
and during the war, they need a lot of warships and repairing services. As the colony
of one of the Allied powers, Hong Kong stood by the Allied countries and aided them
by building warships. As mentioned in the previous parts of our study, Hong Kong
win against other Southeast Asia colonies of the Allied Power due to its outstanding
geographical location. Its natural advantage and the mass investment from western
businessmen helped shape the shipbuilding industry, boosting the confidence of
European countries and the United States. As a result, Hong Kong'’s shipbuilding
skills was praised and recognised by the international world. Before and during the
war, Hong Kong had busied itself with the tremendous demand for warships. When
fighting in World War |, Taikoo and Whampoa dockyards in Hong Kong received a
large number of contracts as Europe and America were deeply involved in the wars.
' Hong Kong had also provided shipbuilding and repairing services to the United
Kingdom’s Royal Navy as one of its colonies.

On the other hand, Hong Kong was occupied by the Japanese army during World
War Il. During that period, the Japanese military ordered shipyards in Hong Kong to
build more warships for them. Japan was crowned with the title of “the best
shipbuilding country in Asia” at that time. This proved that the technique and skills of
Hong Kong'’s shipbuilding industry were recognized by the Japanese, as well as the
Western people. Wars, especially large scale and widespread ones, did increase the
demand for ships greatly as countries used all means to gear up for battles.

' Ling Kee Publishing Co.,LTD. ,New Exploring World History(Second Edition) Introduction and
Theme A, p. 71



Downturn and Fall of Shipbuilding Industry in Hong Kong

Although shipbuilding once boomed in the 19th-century, it declined after the
Japanese Occupation. Luckily, shipbuilding boomed rapidly again after the surrender
of Japan. However, the good time did not last long for the industry, shipbuilding
officially fell after the Korean War because of various reasons. Hong Kong slowly
developed into an industrial city after the Korean War.

2.1 Japanese Occupation of Hong Kong
In 1941, Japan invaded Hong Kong. Many dockyards and transportation

infrastructure were destroyed. The heavy bombing of Kowloon Dockyard on 16
October 1944 and the raid of 16 January 1945 which caused considerable damage
to Taikoo Dockyard were evidences of the damage caused by WWIIL." Just to
imagine the time needed for the industry to fully recover. How detrimental it was to
an industry’s development! It was no surprise that the development of shipbuilding
had slowed down during this time. Not only the total tonnage of ships built was not
as much as that of the industry’s peak, but also, only warships were being built by
the Japanese Navy to support the war effort, as reflected by the records of shipyards

during the Japanese occupation period.'
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At the same time, some of the shipyards had simply stopped their lines of production
for all new ships. For example, the Aberdeen Dock, known as the Lamma Shipyard,
was controlled by the Kokoki Butei in 1941. At that time, no new construction work
was undertaken by the yard.The principal work for workmen was to repair the
wooden auxiliary vessels.™ It can be seen that the total output of the shipbuilding
industry fell and the diversity of the ships built was very low as only warships were
built. This obstructed the development of the shipbuilding industry and led to its fall.

2.2 Trade Embargo on Hong Kong

In 1951, the United States and the United Nations asked other countries to impose
an embargo on China as China was involved in the Korean War as an ally of North
Korea. This started a widespread embargo on China and the trading from China
dropped sharply, which was a huge blow to Hong Kong’s shipbuilding industry that
was closely related to the entrepot trading. Hong Kong, where was a colony of
Britain, was strictly banned the export of wartime materials to china. In the figure,
more than 40% of Hong Kong’s trade was with China in 1938. However, it dropped
about 20% in 1952." As trading with China took up almost half of Hong Kong'’s
entrepot trading, the entrepot trading was hit badly. Since there was a huge
decrease in trade at this time, the demand for shipbuilding also decreased as the
demand for new ships were to cover the growing demand of entrepot trading before
the embargo. According to Anthony Eden, the Foreign Secretary of Britain, noted
that Hong Kong was one of the largest trading centres in the world during peaceful
time. Owing to the embargo on shipments to China, Hong Kong was not able to
perform its normal economic functions.' The value of Hong Kong's exports to China
fell from 1.6 billion in 1951 to 0.182 billion in 1955, by 88.625%.°

¥ ER, Aberdeen Dock ( Lamma Shipyard ) during the Japanese Occupation 1942-1945, The
Industrial History of Hong Kong Group
https://industrialhistoryhk.org/aberdeen-dock-occupation-1942-1945/

“ERX: (ERELOESFM) . e (FE . ITEE%E4 1954) . B2,

'® Ling Kee Publishing Co.,LTD. ,New Exploring World History(Second Edition) Introduction and
Theme A, p. 72

' Catalysts for Hong Kong’s Industrialization: The Korean War Embargo, Hong Kong Memory,
https://www.hkmemory.hk/MHK/collections/postwar_industries/industrialization_in_postwar_hong_kon
g/index.htm|



China’s share in Hong Kong's Total Trade,
(%) 1938-1952

China’s share in Hong Kong'’s Total Trade from 1938 to 1952

The embargo dealt a huge blow to Hong Kong’s economy. The scale of shipbuilding
became smaller since there was no trade. Under these circumstances, people turned
to manufacturing as an alternate economic opportunity.

2.3 Chinese Civil War

Apart from the embargo of Korean War, a full-scale civil war also broke out in China
in 1946, many capitalists move those facilities to Hong Kong. Furthermore,
industrialists from Tianjin, Shanghai and Guangzhou relocated in Hong Kong
because of the Chinese Civil War. It was an understatement to say that it was a hot
mess of chaos. The unstable political environment was not an ideal place for
production and manufacturing. This resulted in an massive influx of people coming
into Hong Kong from mainland, to a place where they must have seen hope in
reconstructing a new life. These immigrants were here to seek a peaceful life and
stable working working environment, where they did not have to fear for their lives
and their beloved family members. The industrialists from mainland brought with
them capitals, skills and experience to Hong Kong. Many of the grassroots who fled
to Hong Kong were skilled factory workers, filling the gap of experienced and skilled
workers and craftsmen which Hong Kong lacked at that time. These two groups of
people brought to Hong Kong the most critical elements for setting up factories of the
light industries.

After the war, the facilities and equipment stayed in Hong Kong which led to the rise
of light industry. The locally manufactured goods made up 70% of the gross value of

VERX: (FREROEZTFM . b8 (5% TEKE, 1954) , H2.



Hong Kong's exports, greatly exceeding the percentages of entrepot trade, which
means shipbuilding could not be used in this time. Many people worked at the
factories back then, for example toys factories, clothes factories and plastic factories.
At the same time, because Hong Kong's entrepot trade was so badly hit by the UN
embargo, the transformation from entrepot trade to light industries was formed.
Therefore, shipbuilding did not help much in light industries. It fell because of this.

2.4 Population Change

After the Second World War, the local population increased sharply to about 2.2
million in 1950s. Besides, there were more and more immigrants coming to Hong
Kong. In the late 1970s, there were already 4 million people live in Hong Kong.'®
Since shipbuilding need a lot of space and most people were change to tertiary
industry in 1970s, many shipyards were shut down. For examples, the Hong Kong
and Whampoa Dock Company Limited was merged with the Taikoo Dockyards and
Engineering Company in 1973 because they decided to decrease the labour force
and avoid the waste of facilities. The Bailey Shipyard closed in 1960 and changed to
Wah Lok Theatre. Therefore, shipbuilding was not available in Hong Kong since
there were too much people. The population size has escalated so much since the
beginning of the colonial period, up to a state at which dockyards had to be closed in
order to gain more land for housing. To a certain extent, the shipbuilding industry
was sacrificed at the expense of the livelihood of the citizens.

2.5 The Replacement of Aviation

After the Second World War, the development of aviation boomed rapidly. Many
airplanes from business and private use changed to airliner which is for transporting
passengers and air cargo. Comparing to shipping at that time,marine trade was
much slower than by air. In terms of efficiency and to preserve the quality of goods,
more and more businessmen were willing to use cargo planes instead of shipping.
From the figure, it can be seen that the freight carried by civil aircraft had
skyrocketed from 846 metric tons in 1947 to 26,513 metric tons in 1967, increasing

'® Hong Kong Population, Trading Economics, https://tradingeconomics.com/hong-kong/population



by more than 30 times.' Therefore, it was one of the reasons why the shipbuilding
industry declined.
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Passengers and freight carried by civil aircraft®

The future of shipbuilding in Hong Kong

As seen from the above researches, shipbuilding in Hong Kong has already stepped
down from one of the leading heavy industries of the city, making way for tertiary
industries such as Finance and Trading and Logistics. With the development and
urbanization of Hong Kong, the docks of Taikoo and Whampoa have already been
transformed into housing estates. The available land and facilities for shipbuilding
has declined sharply as a result of Hong Kong's disadvantaged geographical layout.
With every inch of land becoming more and more expensive, shipbuilding becomes
harder and harder to maintain in Hong Kong. As a result of the declining
opportunities in the industry, it also suffers from a lack of new blood and professional
talent regarding the maritime industry.

'® Passengers And Freight Carried By Civil Aircraft, Hong Kong Statistics 1947-1967,
hitps://www.statistics.gov.hk/pub/hist/1961_1970/B10100031967AN67E0100.pdf ,p. 122
®Passengers And Freight Carried By Civil Aircraft, Hong Kong Statistics 1947-1967,
https://www.statistics.gov.hk/pub/hist/1961_1970/B10100031967ANG7EQ0100.pdf, p. 122



Despite such setbacks, there is still a presence of shipbuilding in Hong Kong. Here,
we will discuss the present situation of the industry, and from there, present the
future possibilities of the shipbuilding industry in this age in Hong Kong.

3.1 The present status of the shipbuilding industry

For now, there are only a few shipyards left in Hong Kong that participate in
shipbuilding. According to the Marine Department of Hong Kong, in 2018, there are a
total of eight out of nineteen shipping enterprises that offer shipbuilding as their
services.”’ Most shipyards would include ship-repairing as well since shipbuilding
alone cannot fully support the operations of the company.

The Hong Kong maritime and port industry, including shipbuilding still has a
presence in Hong Kong’s economy. According to the Transport and Housing
Department in 2018, its contribution to the Hong Kong economy in terms of value
added and personnel engaged contributed HK$ 28,270 million to Hong Kong’s gross
domestic product (GDP) in 2016. This represented 1.2% of the overall output of the
economy and 2.3% of the total employment in the city. Among this, the maritime
business services contributed 14% respectively to the industry.

Maritime business services sector contributed HK$ 3,929 million to Hong Kong'’s
GDP in 2016, equivalent to 0.2% of the GDP of the economy.?? Ship building and
repair ranks second in contribution to the sector in terms of value added, with nearly
HKD 1000 million in total. They were also the largest employer in the sector,
employing about 1800 workers in the industry.

In general, the marine and port industry in Hong Kong as a whole has shown a slight
decline in value added, total GDP output and total employment in 2016 compared to

2014 in economic development.

The locations of ship docks for shipbuilding in Hong Kong now mostly concentrate at
Tsing Yi Island. At Tsing Yi, there is enough space to house dockyards while not
disturbing nearby residents. Two large shipyards, located off the west coast of Tsing

* Marine Department Shipyards/ship repairment
https://iwww.mardep.gov.hk/en/pub_services/sdfiles/shipyard.html

2Study on the Economic Contribution of Maritime and Port Industry in 2016
https:/imwww.hkmpb.gov.hk/document/Study_on_Economic_Contribution_of_Maritime_and_Por.pdf



Yi Island, operate three floating dry docks?®. The largest has a lifting capacity of up to
46 000 tonnes. There are also a number of smaller shipyards in Hong Kong, but
those only carry out repairs to vessels instead of shipbuilding.

The present status of the shipbuilding industry currently would be available but
under-developed. Although there is a presence of shipyards dedicated to
shipbuilding, it only exists in a small quantity and not considered advanced in
technology.

3.2 Challenges faced by the industry nowadays

The main challenges faced by the industry would be competition from neighbouring

regions and a lack of new-blood and talent.

Hong Kong’s maritime industry as a whole faces serious competition from Mainland
China and other surrounding countries. In the case of shipbuilding, the Mainland
could offer bigger shipyards and better equipment such as larger cranes compared
to Hong Kong. For example, the China State Shipbuilding Corporation [CSSC] #is a
shipbuilding complex operating under the guidance of the State Council of China,
with dockyards such as the Jiangnan Shipyard, Hudong Shipbuilding and
Guangzhou Shipyard. It is able to produce various categories of commercial ships
weighing up to 300,000 tonnes, a great many types of naval ships, special purpose
vessels, workboats and offshore units. Marine equipment, like marine diesel engines,
diesel gensets, deck machinery, etc.Compared to Hong Kong, which the largest
dock could only lift 46,000 tonnes. Before the Reform and Opening up Policy, Hong
Kong could still enjoy an advantage in quality and quantity in ship building. However,
the Mainland has catched up and surpassed Hong Kong with cheaper labour, bigger
dockyards

One major reason for the decline would be inaction from both the government and
the industry itself. The dockyards were out-competed and disappeared in Hong Kong
because shipbuilding was cheaper in Japan, and the government was not prepared

8 Shipyards directory

https:/www.shipyards.gr/shipyards/search-by/country ?value=HONG%20KONG
24 China State Shipbuilding Corp.
https:/iwww.globalsecurity.org/military/world/china/cssc.htm



to go to the length of the Japanese government to subsidise the industry.? Decline
of throughput all over the world also contributes to a low number of ships being
ordered. Even Chinese exports are coming down because Chinese manufacturers
are constrained by environmental and labour conditions such that they would rather
relocate to Vietnam, Bangladesh and other places.

Another major reason would be fierce competition from other manufacturing sectors
for human resources. With the many new developing industries in the world, such as
Al technology, and traditional industries such as car manufacturing, shipbuilding has
to face large competition in regards to talent. Talent may not choose to work in the
shipbuilding industry as there are many other choices for them.

Not many young people are considering to join the shipbuilding industry in Hong
Kong as they simply do not have any interest in it. Few enterprises that focus on
shipbuilding are left and there is a lack of new blood and talent in the industry
despite a range of training programmes and degrees regarding the maritime
industry. For many young people, shipping seems too far away from their daily life,
while traditional shipping and ports are “sunset” industries that are no longer
important to Hong Kong?, which greatly impacts the industry on attracting young
people to join the industry.

3.3 Future possibilities for the industry
Despite fierce competition from neighbouring regions such as China, Japan and

Southeast Asia, there is still hope for the shipbuilding industry. Future possibilities for
Hong Kong exist and can be developed.

One possible development of the shipbuilding would be for Hong Kong to
concentrate on the technological design on ships. Hong Kong has the potential to
develop new designs on shipbuilding, focusing less on the industrial production of
ships. For example, innovations in autonomous shipping have made significant

* South China Morning Post Hong Kong's port seeks new role amid mainland China competition and
decline in container throughput
https://www.scmp.com/news/hong-kong/economy/article/2024633/hong-kongs-port-seeks-new-role-a
mid-mainland-chinas-rise-and

%% China Daily Good maritime education explains HK's status as international shipping center
https://www.chinadailyhk.com/articles/191/134/99/1554827646833.html



inroads recently?, with Danish shipping giant Maersk and British engine maker
Rolls-Royce taking the lead with “advanced autonomous waterborne applications”.
Hong Kong could invest in similar research & development of shipbuilding
technigues. It did not have to be involved in actual ship construction, but could
develop parts of a ship or even the software in Hong Kong, similar to Hong Kong
International Terminals’ port management software used throughout the world.

The City University and University of Hong Kong has co-developed a special coating
for the lower hull of ship with nanotechnology in 2018%. It prevents marine creatures
from growing on the hull, without the damage to the environment like the old Cu,O
paint. With this new technology, heavy metal pollution by the hull paint will be greatly
reduced. This shows that there is great potential for the focus of R&D of shipbuilding
in Hong Kong.

In addition, the HKSAR government has also been paying more and more attention
to the nurturing of all-rounded maritime talents. As early as 2014, the Maritime and
Aviation Training Fund, in the amount of HK$100 million, was set up and operated.
In the Policy Address released in November 2018, as one of the eight initiatives to
support and enhance the development of high value-added maritime services, the
government decided to invest an additional HK$200 million in the fund to strengthen
the cultivation of industry professionals, covering most of the professional training

courses provided in Hong Kong.

To attract new blood to the industry, local universities and organizations have
opened degrees and programme to be studied regarding the maritime business in
Hong Kong. For example, the Hong Kong Polytechnic University’s Department of
Logistics and Shipping offers undergraduate and postgraduate degrees in
international shipping and logistics, while the City University of Hong Kong has the
Hong Kong Commercial and Maritime Law Centre, which offers postgraduate
courses in maritime law and the law of the carriage of goods by sea; in collaboration

27 South China Morning Post Hong Kong's port seeks new role amid mainland China competition and
decline in container throughput
https:/Aww.scmp.com/news/hong-kong/economy/article/2024633/hong-kongs-port-seeks-new-role-a
mid-mainland-chinas-rise-and
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with the University of Plymouth in the United Kingdom, HKU School of Professional
and Continuing Education offers undergraduate degree programs in maritime
transport and logistics to working professionals; and the Maritime Services Training
Institute under the Vocational Training Council provides a wide range of training
courses for seafarers and maritime related practitioners. In addition, international
maritime organizations, e.g. the Baltic and International Maritime Council, as well as
local shipping associations, e.g. the Hong Kong Ship-owners Association, regularly
or irregularly offer short to medium-term training courses to the working population to
meet the needs of the industry.

29

With the development of the shipping industry in surrounding regions, talents in
shipbuilding could definitely find opportunities not just in Hong Kong, but throughout
the world as well.

Conclusion

It is true that Hong Kong is long past its glory time in the shipbuilding industry. From
its rise to one of the leading heavy industries in Hong Kong, to the gradual decline of
ship docks in the 60s. However, let's not forget the fact that the industry has more
than 100 years of history and witnessed the growth of Hong Kong. Shipbuilding will
always be remembered as one of Hong Kong'’s pillar industries, one thing for
Hongkongers to hold their heads up high and be proud of.

Despite being overtaken by neighbouring regions such as China and Japan, there is
still a way for the shipbuilding industry to exist in Hong Kong. No matter it being
industrial production or focusing on Research and Development, there is still a future
for this industry. Our team believes from the bottom of our hearts that there is still
hope and a future waiting ahead of us for the industry, if only the young people of
Hong Kong can unit together.

2 China Daily Good maritime education explains HK's status as international shipping center
https://www.chinadailyhk.com/articles/191/134/99/1554827646833.html
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