Indirect and Induced Economic Contribution of
Hong Kong’s Maritime and Port Industry in 2020

- A study by the Hong Kong Shipowners Association

EXECUTIVE SUMMARY

Hong Kong is an international finance, shipping and trade centre. Hong Kong’s
economic success has its origins in shipping and trade, whose combination
initiated Hong Kong’s growth as a global financial centre and a gateway where
East meets West.

As the Hong Kong economy is externally oriented and highly dependent on trade
with the rest of the world, the maritime and port industry is a vital element to
making much of the external trade a reality, thus contributing significantly to
Hong Kong. (In 2021, Hong Kong was the world’s 6! largest trading entity in the
world, with total merchandise trade value of HK$10.3 trillion, nearly four times
the gross domestic product (GDP) that year.)

Earlier, the HKSAR Government studied the Direct contribution of the maritime
and port industry to the local economy for the year 2020. To give a fuller picture
of the economic impact of the industry, the Hong Kong Shipowners Association
(HKSOA), with the support of its research partner — the PolyU Maritime Library
and R&D Centre (PMLC) of The Hong Kong Polytechnic University conducted
a study on the Indirect and Induced contributions of the industry to the local
economy. (The Indirect economic contribution is defined as the value added (VA)
and number of persons engaged (PE) supported by the expenditure on goods and
services in other business and industry sectors in the local community that serve
the maritime and port industry. Induced economic contribution is defined as the
VA and PE generated by the local spending of people directly employed and
indirectly supported by the industry.)

The economic impact of the maritime and port industry on the Hong Kong
economy in 2020, in terms of VA and PE, is summed up below and set out in
Table 1:

e The maritime and port industry directly contributed HK$35.4 billion to
Hong Kong’s gross domestic product (GDP). This represented 1.4% of the
overall output of the economy. The industry also made an Indirect
contribution of HK$40.6 billion and an Induced contribution of HK$17.8
billion to the local economy.
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e The maritime and port industry directly employed 76 980 persons,
accounting for 2.1% of total employment in Hong Kong. The industry also
made an Indirect contribution of 56 910 jobs and an Induced contribution
of 32 930 jobs, to Hong Kong.

e Taking into account its Direct, Indirect and Induced impact, the maritime
and port industry contributed, in total, HK$93.7 billion to the economy,
representing 3.7% of the overall output of the economy and supported, in
total, 166 820 jobs in Hong Kong, accounting for 4.5% of total
employment.

Table 1: Economic impact of the maritime and port industry in 2020

Economic , '
Contribution | Pirect | Indirect | Induced
VA
(HKS billion) >+ 406 17.8 93.7
PE

76980 56910 32930 | 166 820
(number)

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.

e With regard to the multiplier effect, on average, for every dollar of Direct
VA and every Direct job, the maritime and port industry contributed, in
total, HK$2.65 to the local economy and 2.17 local jobs respectively.

The HKSOA project was likely to be the first study on this subject ever done in
Hong Kong. And it should be noted that in 2020, both the economy and the local
employment in Hong Kong overall were hard hit by the pandemic, which
commenced in early 2020.



INTRODUCTION

1. Hong Kong is an international finance, shipping and trade centre,
as set out in the national strategic plans. Hong Kong’s economic success has its
origins in shipping and trade, whose combination initiated Hong Kong’s growth
as a global financial centre and a gateway where East meets West.

2. From time to time, through the Hong Kong Maritime and Port Board
(HKMPB), the HKSAR Government has studied the economic contribution of
the maritime and port industry to the local economy. These studies, however,
were confined to the Direct contribution.

3. In economic impact studies, the Indirect and Induced contributions
are equally important as, if not more important than, the Direct contribution.
These contributions deserve our attention particularly in the case of Hong Kong’s
maritime and port industry. The Hong Kong economy is externally oriented and
highly dependent on trade with the rest of the world. In 2021, the value of Hong
Kong’s total merchandise trade reached HK$10.3 trillion (US$1.3 trillion), or
nearly four times of the Gross Domestic Product (GDP) that year. The value of
imports amounted to HK$5,307.8 billion (US$682.8 billion), and the value of
exports was HK$4,960.7 billion (US$638.1 billion). Hong Kong was the world’s
6th largest trading entity in goods — the 7th largest importer and the 6th largest
exporter.

4. Obviously, the maritime and port industry is a vital element to
making much of the external trade a reality, thus making a significant contribution
to Hong Kong. In 2021, Hong Kong was ranked the 4th largest international
maritime centre by the Xinhua-Baltic International Shipping Centre Development
Index, and the 9th largest container port by the Global Maritime Hub.

3. Early this year, the Hong Kong Shipowners Association (HKSOA),
with the support of its research partner — the PolyU Maritime Library and R&D
Centre (PMLC) of The Hong Kong Polytechnic University, was sponsored by the
HKMPB to study the Indirect and Induced contributions of Hong Kong’s
maritime and port industry to the local economy, based on the foundation of the
HKMPB study on the Direct contribution of the industry for the year 2020, whose
findings were published in August 2022.

PROJECT SCOPE

6. The project was likely the first study on this or a related subject ever
done in Hong Kong.



7.

-4

This Indirect and Induced impact study was built on the foundation

of the HKMPB’s Direct study, which covered mainly the following industry

activities:

(1)

(i)

(iii)

8.

Port and related

- Terminal operators, port facilities operators, and midstream
operations

- Transport by tractors

- Warehousing and storage

Shippin

- Ship owning and operating

- Ship management and agencies
- Inland water transport

- Cargo forwarding services

Maritime business services

- Shipbroking

- Ship finance

- Marine insurance

- Maritime legal and arbitration services

- Marine surveying and classification societies
- Shipbuilding and ship repair

- Equipment servicing and supply

- Maritime education

In the HKMPB study, the Direct economic contribution of the

maritime and port industry was expressed in terms of the value added (VA) and
the number of persons engaged (PE). The PE was measured on a headcount basis.

9.

For the HKSOA project, the figures and statistics were collected

through various sources, including industry questionnaires, employee surveys,
and data as provided by the Asian Development Bank, Hong Kong Census and
Statistics Department, Hong Kong Marine Department, and Transport and
Logistics Bureau.



FINDINGS

Direct Economic Contribution

10. Briefly, in 2020, with respect to VA, the industry contributed
HK$35.4 billion to Hong Kong’s GDP, representing 1.4% of the total overall
output of all economic activity in the territory; and with respect to PE, the industry
employed 76 980 people, accounting for 2.1% of total employment.

1. The above HKMPB findings for the Direct economic contribution of
the maritime and port industry in 2020 are summed up in Table 2 and Chart A.

Table 2: Direct impact analysis in 2020

Busi Activiti VA to GDP Employment
usiness Activities HKS billion (Number)

Port and related 12.5 41 310
Shipping 19.6 31960
Maritime business services 3.3 3700
Total 35.4 76 980

Source: Transport and Logistics Bureau, HKSAR Government
Note: The figures may not add up to the totals due to rounding.

Chart A: Direct impact by sector in 2020

(a) Value added (b) Persons engaged
Maritime Maritime
business services business services p d related
HKS$3.3 billion Port and related 3 700 persons ort and reiat

HK$12.5 billion

Shipping
HK$19.6 billion

41 310 persons

Shipping
31 960 persons
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12. Compared to the HKMPB findings for its previous study in 2019,
the VA increased by 15%, while there was a reduction of about 4 500 jobs. In
terms of the contribution of the various subsectors, the VA of the ports and related
sectors decreased by about 10%, the VA of the shipping sector increased by about
43.4%, and the VA of the maritime business services sector increased by 3.2%.
In terms of the number of PE, the port and related sector and the shipping sector
supported slightly fewer jobs, while the maritime business sector saw a marginal
increase.

13. It should be noted that both the economy and the local employment

in Hong Kong overall were hard hit by the pandemic, which commenced in early
2020.

Indirect Economic Contribution

14. For this project, the Indirect economic contribution is defined as the
VA and PE supported by the expenditure on goods and services in other business
and industry sectors in the local community that serve the maritime and port
industry. Indeed, the industry requires input from many other industries, from
materials and intermediate goods to services and labour, to produce output. These
inter-industry relations signify the industry’s Indirect contribution to the Hong
Kong economy.

15. Briefly, in terms of VA, it is estimated that the maritime and port
industry made an Indirect contribution of HK$40.6 billion to the Hong Kong

economy in 2020. The relevant estimations and breakdown are set out in Table 3
and Chart B.

Table 3: Estimated Indirect impact on VA (HKS billion) in 2020

Business Activities Direct VA Indirect VA

Port and related 12.5 14.5
Shipping 19.6 22.7
Mar.ltlme business 33 331
services

Total 354 40.6

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.
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16. In terms of PE, the maritime and port industry made an Indirect
contribution of approximately 56 910 jobs in 2020. The relevant estimations and
breakdown are set out in Table 4 and Chart B.

Table 4: The estimated Indirect impact on PE in 2020

Direct Indirect

Business Activities Employment Employment
(Number) (Number)

Port and related 41 310 20 240
Shipping 31960 31730
Mar.ltlme business 3700 4 940
services
Total 76 980 56 910

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.

Chart B: Indirect economic impact by sector in 2020

(a) Value added (b) Persons engaged
Maritime Maritime
business services Port and related business services

Port and related

HKS3.31 billion 20 240 persons 4 940 persons
HKS$14.5 billion

Shipping Shipping
HKS$22.7 billion 31 730 persons



Induced Economic Contribution

17. For this project, the Induced economic contribution is defined as the
VA and PE generated by the local spending of people directly employed and
indirectly supported by the maritime and port industry.

18. Briefly, in terms of VA, the Induced contribution of the maritime and
port industry to the economy in 2020 was HKS$17.8 billion. The relevant
estimations and breakdown are set out in Table 5 and Chart C.

Table 5: Estimated Induced impact on VA (HKS billion) in 2020

Port and related 12.5 8.1

Shipping 19.6 8.6

Mar}tlme business 33 1.2

services

Total 354 17.8

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.

19. In terms of PE, the Induced contribution of the maritime and port
industry to the economy in 2020 was that a further 32 930 jobs were supported in
Hong Kong. The relevant estimations and breakdown are set out in Table 6 and
Chart C.

Table 6: Estimated induced impact on PE in 2020

Direct Induced

Business Activities Employment Employment

(Number) (Number)
Port and related 41 310 14 950
Shipping 31960 15 850
Mar}tlme business 3700 2140
services
Total 76 980 32930

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.
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Chart C: Induced economic impact by sector in 2020

(a) Value added (b) Persons engaged
Maritime
Port and related Maritime Port and related bustfgs services
HK$8.1 billion business services 14 950 persons persons

HKS$1.2 billion

Shipping i:igg(i)ngersons
HKS8.6 billion

ECONOMIC IMPACT

20. The overall economic impact of the maritime and port industry for

the year 2020 is set out in Table 7. Briefly, taking into account its Direct, Indirect
and Induced contributions, the maritime and port industry contributed, in total,
HK$93.7 billion to the economy, representing 3.7% of the overall output of the
economy and supported, in total, 166 820 jobs in Hong Kong, accounting for
4.5% of total employment.

Table 7: Summary of the economic impact of the maritime and

port industry in 2020
?;?Ks billion) 35.4 40.6 17.8 93.7
PE
(Number) 76980 56910 32930 166 820

Source: PMLC, The Hong Kong Polytechnic University
Note: The figures may not add up to the totals due to rounding.
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21. For reference purposes, we also calculated the multipliers for the VA
and PE of the Hong Kong maritime and port industry for the year 2020. The
multipliers are defined as the ratio between the total contribution (Direct +
Indirect + Induced) and the Direct contribution.

22. In Hong Kong, for every dollar of Direct VA, on average, the
maritime and port industry made an overall contribution to the local economy of
HK$2.65. For every Direct job, the industry contributed 2.17 local jobs. The
overall picture is set out in Table 8.

Table 8: Maritime and port industry multipliers in 2020

Economic : o
Contribution Direct Total Multiplier
VA .
(HKS billion) 354 93.7 2.65 (times)
PE 76 980 166 820 2.17 (times)
(Number) ’
Source: PMLC, The Hong Kong Polytechnic University
23. Last but not least, it should be noted that both the economy and local

employment in Hong Kong during the assessment year (2020) were hard hit by
the pandemic.

Hong Kong Shipowners Association
November 2022
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