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We have all been to conferences during which the ‘image’ of shipping
is discussed. Do we have the right image, or do we have any image
at all? Do we need an image, or can we just operate in the shadows?
Panelists speak about the negative image that is promoted when oil is
spilt, and the same picture of an unfortunate oiled seabird is once again
shown in the media. Panelists also speak about
the difficulty in placing good news stories in
the media, which only seems interested in bad
and negative news.
We have had presentations from media
consultants, who suggest promotional
advertisement campaigns, and, until recently,
very transient interest from Hollywood film
producers to make a film or a television series
using ships and shipping as the main story. The
film ‘Captain Phillips’ with actor Tom Hanks
might not be a true reflection of the industry
or of the actual events, but it has made good
cinema, and apparently has attracted potential
recruits to see a maritime career in a favourable
light. (As an aside, it is interesting that
‘safe and normal’ would not appear to be as attractive to youngsters
considering a seafaring career as ‘dangerous and exciting’. We are not
sure that we can, or even want to, promise such an experience!)
The essential issue, however, is to decide what we would like the
‘image’ we create, if we so wish, to do for our industry. We will all
agree that we do need to project a favourable image to our students
and potential seafarers, and many Associations, including this, holds
student awareness sessions, either at the schools and universities or
during Maritime Awareness Weeks. The Association, together with
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the Maritime Museum, held such a week in early November, which
attracted several schools to send buses of students during the week as
well as encouraged students to visit on their own initiative over the
following weekend. It is clear that such initiatives do more than just
attract students to consider a career in maritime, because families then
find out about the industry, which leads into better awareness within
the general community, which is likely to feed back into our Legislative
Council and Government.

11

People have spoken about the benefit of a positive image to support
our work with regulators and legislators. It is true that when discussing
Greenhouse Gases, or Ballast Water, there is very little recognition
of the benefit and environmentally friendly nature of shipping. It is
almost seems as if shipping is seen to be the ‘bad guy’ that needs to be
controlled, preferably locked up, with no apparent loss to the world
economy or supermarket shelves.
It is important, therefore, to preface presentations to Governments,
legislators and regulators with a reminder of the benefits of shipping
to the world economy. The fact that the efficiencies of shipping
have encouraged world trade, and that the environmental impact of
shipping, even without onerous legislation, is far lower on all scales
than other forms of transport. The fact that close to 100,000 ships
circle the world, carrying essential goods, with an incredibly good
accident record that puts the dangers inherent in road transport
to shame.
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But the other important area is to promote our industry through
participation. Some time ago, your Committee debated the issue of
promotion at length, and decided that ‘international indirect’ would
be the most cost effective and beneficial way to promote Hong
Kong’s maritime sector. This involves active participation in industry
meetings, inter-Governmental forums, and other selected events;
participation that demonstrates a good understanding of the issues and
well thought out and reasoned technical competence. It was recognized
that participation is an obligation; if we did not participate, then we had
no right to subsequently complain. Demanding a seat at the table is not
enough, we realized that you have to sit in and participate from that
seat. While it is the members who should be encouraged to participate
we recognized that this was not always possible, and the Association
secretariat should be prepared to participate if need be on behalf of and
representing the membership.
Such participation has
brought benefits to the
Association, benefits that
might not always immediately
be apparent. The Association
is now well recognized in
international forums to be
willing to participate, willing
to step up to the mark
and willing to put forward
technically competent and
strong views that might
initially be seen as being
controversial, but always
remaining willing to listen to
others, and find compromise
and consensus to suit all
sectors of the industry. This
Association is deeply involved
in the decisions made in
the International Chamber
of Shipping on Safety,
Environmental and other
issues, and the Managing Director is presently Chairman of the ICS
Labour Affairs Committee, which handles seafarer welfare and union
issues, and is Spokesperson for the Maritime Employers at the ILO.
Which is perhaps interesting, in that Hong Kong is not a member of
the ILO, so his work there is in close cooperation with the Chinese
government.

(ICS)

ICS

ILO
ILO

Other benefits include the opportunity to comment on and be a part of
the consultative process that develops regulation, to ensure that it suits
the aspirations and limitations of global shipping. It is apparently all
too easy to develop and put in place regulation that has no recognition
or appreciation of the potentially adverse effects of the regulation on
the efficiency and economics of the industry. Increasingly, it is clear
that through our active participation, we are asked to participate and
our opinion is taken seriously by those who would decide our future.
While we have been involved in many issues during the year, there are
some major issues that can be singled out to be the subject of comment
in this review.
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The Shipping Industry
The international shipping industry is the servant of world trade,
and our fortunes therefore rise and fall in line with the growth
or contraction in world trade. But our fortunes are also hugely
dependent on our readiness to order new ships, a readiness that
sometimes seems to be determined more by the current market and
perhaps a ‘herd’ mentality than any well thought-out long-term
prognosis.
The world fleet of all ships over 300 gross tons (gt) at 1 January
2014 consisted of 49,576 ships of 1.604 billion deadweight,
1,065 million gt or 19.6 million TEU, an increase of 834 ships,
65 million deadweight or 941 thousand TEU on the year before.
1,713 newbuildings of 105.6 million deadweight were delivered in
2013, and 1,036 ships of 44.7 million deadweight were reportedly
sent to the breakers. Interestingly, bulk carriers made up 56% of
newbuildings by deadweight as well as 48% of ships reportedly sent
for recycling. Over the past 3 years, the world fleet has increased by
3.7% in number of ships, but 19.1% in deadweight.
It is also interesting to note that on a very simplistic calculation, total
deadweight divided by total number of ships, the average deadweight
per ship has increased from 28,186 tonnes to 32,362 tonnes over
the past 3 years, evidence that ship sizes continue to get much larger.
World seaborne trade increased year-on-year by 3.9% in 2013, to
9,932 million tonnes. Over the last three years, world seaborne
trade in tonnes has increased by 13.22%, but, when making this
comparison, we have to recall that world trade dropped dramatically
in 2009.
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By country of control, the Hong Kong fleet of ships over 1,000 gt as
of 1 January 2014 was 689 ships of 33.6 million deadweight with an
average age of 10.7 years, which puts it in the position of being the
world’s 12th largest country of control (2013, 12th). Out of the top
20 countries of control, Hong Kong has by far the highest percentage
of its fleet under the local Register. The average age of the world fleet
of ships over 1,000 gt as of 1 January 2014 was 14 years.
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In terms of the Gross Tonnage and Deadweight of
vessels of over 300gt at 1 January 2014, Hong
Kong was again the 4th largest ship register,
coming after Panama, Liberia, and the
Marshall Islands and followed by Singapore
and Greece. The deadweight of ships flying
the Hong Kong flag represented 8.6% of the
world total.
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(All statistics taken from Shipping Statistics
and Market Review, Volume 58, No 1/2 - 2014,
Institute of Shipping Economics and
Logistics.)
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Maritime Labour Convention, 2006
As all members will be aware, MLC, 2006 entered into force on
20 August 2013. The negotiation and entry into force of this
Convention has been closely watched by the International
Labour Organisation and others because it marks a very different
and ambitious route for labour legislation. This is the first all
encompassing ILO Convention, and the first ILO Convention
without a number. This is deliberate, because the Convention itself
may be amended; the Code by tacit acceptance (similar to IMO
Conventions), and the Regulations and Articles by the General
Conference of the ILO. ILO Conventions are usually not amended,
but are replaced by a new numbered Convention. The unanimous
adoption of the Convention and the meeting within a relatively
short time of the very high ratification required for entry into force,
compared to other ILO Conventions, has demonstrated to the ILO
the potential of a new direction for other sectors. Maritime has
always been an important part of ILO work, and this new direction
has cemented maritime's leadership of the changing ILO process.
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And it is clear, only a
few months after MLC,
2006 entry into force,
that the Convention
is biting. Deficiencies
are being identified and
ships are being detained
by port State control,
both on ships that fly the
flags of States that have
ratified the Convention,
as well as those that have
not ratified. Common
deficiencies would
appear to include missing
or incomplete Seafarer Employment Agreements, seafarers not being
paid, hygiene issues in the accommodation and engine room, and bad
quality and insufficient food, etc. The attention such detentions bring
is not only good news for seafarers, but also for shipowners, in that
unfair competition by ships not meeting basic minimum standards
will surely be reduced over time.
The Convention contains an unusual provision for ILO Conventions,
in that a Special Tripartite Committee is set up to monitor the
working of the Convention, amongst other obligations. Two
preparatory meetings were held, which debated and formulated
the Standing Orders for the Committee, so that work could begin
immediately on entry into force of the Convention. The first
Committee meeting was held in April 2014, at which amendments to
the Convention's Code were adopted to include the work of the joint
IMO/ILO working group into Crew Claims and Abandonment. This
Association is deeply involved in the work of the Committee, and led
and acted as spokesperson for the maritime employers' group and as
vice-chairman of the Committee.
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MLC, 2006 is frequently referred to as the fourth pillar of maritime
legislation, the other three being SOLAS, MARPOL and STCW.
But this is very different legislation, in that the ILO process is so
very different to the IMO process. While there might be some very
different determinations of the flexible provisions given by States in the
initial stages of the Convention, which are causing a certain amount
of confusion especially amongst ship managers managing ships of
different flags, these will be brought into line over time through the
processes set up under the ILO Constitution to ensure that any such
determinations are made within the spirit of the Convention. This
Association will continue to be involved with this work, to ensure
that our Members’ interests and the interests of global shipping are
properly protected and promoted.
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SOLAS MARPOL
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Seafarer Shore Leave and Transit
It should be well understood and recognized that seafarers need regular
bouts of shore leave for their health and well-being. Long periods
on ships that rarely call at much more than a jetty in the middle of
nowhere cannot be good for seafarers’ sanity. Regulation 4.4 of the
Maritime Labour Convention, 2006, refers to this essential issue by
requiring those States that ratify the Convention to ensure that
shore-based welfare facilities, where they exist, are easily accessible.
In addition, seafarers must be given the possibility to join or leave
ships wherever those ships are trading. Home leave or replacement
might need to take place anywhere, and restrictions on seafarer transit,
especially in urgent cases, not only puts
the seafarer under great stress but also
could result in the ship sailing shorthanded,
providing the flag State permits.

2006

4.4

It is also clear that the continuing
financial crisis is encouraging greater
control of borders, which is impacting
the ability for seafarers to take shore
leave or join or leave their ship. But
understanding why seafarers are finding
it more and more difficult to take shore
leave does not resolve the issue. Why are
seafarers treated differently to visitors in
many countries? Are seafarers seen to
be more ‘dangerous’ than other visitors? Why do airports have special
lines and fast track clearance for airline crews, but make ship’s crews
wait and then go through intensive checks? Why are crew members
granted different visas to visitors to the United States? And why
cannot seafarers who are nationals of countries under the US Visa
Waiver program, unable to apply for an ESTA? What is different
about a seafarer that requires such onerous and unfair treatment?

ESTA

And it is not just the United States that imposes these restrictions,
seafarers have similar issues in Europe and other places around the
world.
The ILO has recognized that seafarers are a special class of worker
that needs protection. While we now have the Maritime Labour
Convention in effect, with the full support of ILO Governments, it is
probably time to explore seafarer shore leave and transit issues, in a way
that goes well beyond the rather unfortunate ILO Convention 185 for
seafarers’ Identification Cards.

ILO185
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Ballast Water
We cannot disagree that the environment must be protected, and that
we must do all we can to reduce or eliminate the adverse effects that
our industry might have on the environment, but the lesson we have
to learn from the Ballast Water Convention is that it is not sensible
or appropriate to regulate without full cost/benefit being done, or
to introduce application dates that are intended to encourage the
development of suitable technology within a very limited time frame.
We can understand the concerns of environmentalists, and the pressure
that is put on politicians, but environmental legislation must not be
determined without due regard as to how the industry might be able to
comply with that legislation.

A good example of such separation from reality is that of the Ballast
Water legislation in California, where the interim ballast water
performance standards have been delayed for two years because there
is no equipment available in the market that would meet California’s
exacting standards. As Denis Bryant so admirably put it, “California
seems to recognize impossibility, but (at least to date) not futility”.

Denis Bryant

The industry initially supported the Ballast Water Convention
because at that time we were facing a myriad of different standards
being introduced around the world, and we felt that having an IMO
Convention in place would encourage States to regulate to the IMO
standards, and not develop their own. But what is taking place is the
very unfortunate development of the differing standards we were
concerned about. The United States, for example, has decided to
implement its own equipment testing protocols. But those protocols
are not yet in place, so the United States will accept some, but not all,
ballast water treatment equipment that has been accepted by other
States but only for 5 years, as Alternate Management Systems.
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After 5 years, if the equipment then does not meet the new United
States testing protocols, it will have to be replaced, at vast expense.
If the United States felt that the IMO testing protocols were deficient,
why was the issue not taken back to the IMO? As members will know,
a group of testing organisations has now been formally set up, as
GloBal TestNet to facilitate increased standardization and harmonization
of test procedures and information exchange. With the right leadership
and expressions of concern, this could have taken place much earlier.
And in addition, the two national agencies regulating ballast water
have different provisions, so that a ship might be in compliance with
the requirements of one agency while not being in compliance with
the other.

IMO
IMO
GloBal TestNet

Ballast Water treatment equipment is expensive, and even more
expensive to retrofit to existing ships. Compliance is not achieved by
fitting approved equipment and ensuring that it is used and maintained,
but by biological testing by Port State Control. Were these onerous,
and in some places impossible to meet, requirements on the industry
properly subjected to full and detailed cost/benefit analysis before
adoption?

Energy Efficiency
The twists and turns of the discussion into the reduction of greenhouse
gas emissions from shipping has been interesting, to say the least.
The initial debate was hamstrung by the insistence of developing
countries that the Common but Differentiated Responsibility (CBDR)
provisions of the UNFCCC Kyoto Protocol should be adopted,
while the developed countries insisted that the IMO produce global
regulation for global shipping. Solutions were found in naming the
debate ‘Energy Efficiency’, not ‘reduction of greenhouse gas emissions’,
and then working on and adopting amendments to MARPOL Annex
VI (Prevention of Air Pollution from Ships) for the Energy Efficiency
Design Index (EEDI) to apply to the construction of new ships. The
new regulations, which came into force earlier in 2013, also included
requirements for a Ship Energy Efficiency Management Plan (SEEMP).
Theorists might argue that provisions for the reduction of greenhouse
gas emissions should not be put into a regulation that deals with the
reduction of air pollution, but finding a political compromise and early
adoption were felt to be more important than semantics.

CBDR
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In the background, the discussion into reducing operational emissions
continued to rumble on. IMO put off the debate into Market Based
Mechanisms (MBMs), for the stated reason that there were other
more important issues to discuss, and States began to develop ideas
that could lead to, or start the process towards, mandatory reduction
of operational emissions without upsetting the CBDR debate. The
United States proposed to IMO a Monitoring Reporting Verification
process (MRV) that consisted of three phases: Data Collection and
Anaysis; Pilot Phase; and Full Implementation. Phase I was to collect
data, report it to a central body and verify it from documents on board.
Phases II and III were then to use that data to develop energy efficiency
standards and make it mandatory for ships to meet those standards.
The United States proposal was supported in the IMO by a group of
interested States, and the European Commission then took up the idea
by proposing a Regulation of the European Parliament and Council on
the monitoring, reporting and verification of carbon dioxide emissions
from maritime transport in European Waters as a first phase, the
second two phases to be developed in similar fashion to the United
States proposal. This was, of course, a proposal for regional regulation,
to affect all ships over 5,000gt sailing within European waters, or to or
from European ports.
The Association’s Technical Sub-committee met to discuss the
proposals, and developed an Association position that was subsequently
endorsed by the Committee. In effect, the Association recommended
that the IMO be requested to adopt mandatory regulations for the
Monitoring and Reporting of fuel consumption, leaving the door
open for further discussion of the meaning of ‘transport work’ (against
which fuel consumption would be measured to produce an indicator
of efficiency) and, without supporting the proposed end result, also
leaving the door open for further work on reducing operational
emissions. Firstly, many members had informed the Association that
fuel consumption figures were already being collected, and secondly,
it is essential, in the Association’s view, that global regulation be
developed, not regional regulation. A copy of the Association position
paper can be forwarded on request.

IMO
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The Association’s position was taken to the ICS Board, where the
concept was endorsed, and then the ICS Marine Committee for
final development. The ICS paper, which recommends mandatory
collection of fuel used and distance steamed, was submitted to
the IMO.

IMO

The Association, however, finds it extremely difficult to see how
mandatory reduction and ‘increased stringency over time’ can be
applied to operational emissions. This is a bit like mandating a car
driver to report fuel consumption and km driven, to reduce fuel
consumption per km to below a certain level, and then to continue
to reduce that fuel consumption per km by a fixed percentage each
year. The initial savings might be impressive, as the heavy right foot is
taken off the accelerator, but increased stringency over time can only
be achieved by buying a new car, which at the end of the day would be
worse for the environment.

Air Pollution
As the Chairman has reported, the Association continues to be heavily
engaged in the debate towards the reduction of air pollution from
shipping in Hong Kong waters. Along with our colleagues at the
Liner Shipping Association, we have been working closely with the
Environmental Protection Department to develop the legislation that
will mandate the use of low sulphur diesel (less than 0.5%) by ships
when alongside or at anchor in Hong Kong. As this review is being
written, the legislation is being drafted and will be put in front of the
Legislative Council in 2014, for entry into force on 1 Jan 2015.
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We are also told that Shenzhen and the Guangdong Government are
keen to move ahead with the reduction of air pollution from shipping
in PRD waters, and would appear to want to emulate the Hong Kong
legislation, before moving on towards the application to the IMO for
an Emission Control Area in the PRD.
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We are proud of our involvement in the Fair Winds Charter, the
voluntary industry agreement to cut emissions, which has been well
received by the top levels of Hong Kong Government and by Beijing.
It is this demonstration of industry responsibility and commitment that
has resulted in this clear benefit to the air we breathe in Hong Kong.
As well as the clear benefit to the positive image of our industry.

Maritime Arbitration
For some time, the Association has been promoting Hong Kong’s
Maritime Arbitration and Legal Services. The Association acts as
convener for the Hong Kong Maritime Arbitration Group (HKMAG),
which is a voluntary list of Hong Kong residents who are willing to sit
as maritime arbitrators and sub-group of the Hong Kong International
Arbitration Centre (HKIAC), and works closely with HKIAC in the
promotion of maritime arbitration and development of procedures.
It is now becoming clear that our Government is keen to promote
maritime arbitration in Hong Kong, and would like to see HKMAG
review its promotional materials, and organize events to both inform
and educate sitting and potential maritime arbitrators in Hong Kong.
We will be working with HKIAC and our Government in this respect.

Arthur Bowring
Managing Director
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