
P
ic

tu
re

: c
o

u
rt

es
y 

o
f J

o
n

es
 L

a
n

g
 L

a
Sa

lle

The slowdown in Hong Kong's construction sector is causing some serious concern among those in the industry. Britain in Hong

Kong spoke with UK Trade & Investment director Bob Rayner on some of the issues at hand

THE DWINDLING supply of new major construction projects coming onboard in Hong

Kong could result in a drift away of UK construction industry expertise from the Territory.

This is the worrying view held by UK Trade & Investment, which hopes to see more new

infrastructure projects, and in particular those adopting the Public Private Partnership (PPP)

approach, implemented as soon as possible.

Despite the fact that Hong Kong's overall unemployment rate, now at about 6.1 per cent,

has improved in recent years, unemployment in the construction sector has remained

extremely high, most recently registering 14.7 per cent. With few major upcoming public

construction works being proposed by the government, further unemployment and

increasingly less work for construction companies seems to be the grim reality.

While the British Chamber’s Construction Industry Group has expressed its concern to the

Hong Kong government and continues to engage officials to assist in resolving key issues

afflicting the construction industry, UK Trade & Investment is also working with  government

officials to provide assistance on the

uptake of the PPP approach to help re-

build the struggling sector.

Bob Rayner, Deputy Consul-General and

Director of Trade and Investment, said

the worry was that excess construction

industry capacity in Hong Kong may

result in a continued leeching away of

talent — a problem that would be a loss

to Hong Kong’s capacity and its role as

the regional centre of excellence in the

consultancy and construction sectors,

and could be difficult to redress.

“It’s a little bit different to, for example,

the financial services sector  — they lose

people and they take on people very

rapidly in response to changes in the

business cycle,” he said. “Traditionally

construction hasn’t been that reactive

because its work timeline is much

longer — these projects run into years.

But we certainly have seen a number of

British people in the sector move out, because their companies have moved them onto

business elsewhere as there is not enough to keep them busy here.”

“The desire for additional projects to come on stream is based both on trying to address

the unemployment in the construction sector, and to stop the drift away of sector talent

that has built up in Hong Kong down the years.”

In Hong Kong, the estimated number of UK construction firms — considered to be of

wholly UK origin or with substantial UK operations or strong British links — is about 40.

These include contractors and related professional services such as consulting engineering,

architecture and master planning, quantity surveying and project management — together

estimated to employ about 9,000 people.

Since 1999, there has been a steady decline in the capital value and number of construction

works projects in the Territory. In 2000, for instance, the actual value of construction works
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performed in Hong Kong totalled about HK$122,071 million, a figure that has consistently

declined over the past five years — statistics show in 2004 this figure had slumped to

HK$69,103 million (Jan-Sept only).

Mr Rayner explained that although the Hong Kong government continued to commit to

an annual spend of HK$29 billion on infrastructure works over a five-year rolling programme,

the fact was a lot of that money has been committed to projects that began anywhere

from two to six years ago. “Therefore, although that annual spend is being met, the worry is

that there are no new projects coming into the pipeline that generate business in the

project development area, such as master planning, drawing, commissioning, engineering,

building...which depending on the size of the infrastructure required might be anything

from two to five years or longer."

“It’s not just affecting UK companies of course, but all the other companies here including

the local Hong Kong firms.”

A key role of UK Trade & Investment is to identify opportunities for UK companies and help

them take that business forward. Part of that role has been to share experiences and expertise

with Hong Kong government officials on initiatives such as PPP that have long been the

favoured method of delivering public sector infrastructure and services — with clear benefits

for all parties — in the UK.

Implementing PPP initiatives into Hong Kong would free up government resources and

could act as a catalyst for new projects. PPP would also be in-line with the government’s

mission of “big market, small government”.

Besides various seminars and meetings, UK Trade & Investment has held two major

workshops to engage officials across a diverse range of HKSAR departments on key aspects

of implementing PPP projects. The most recent, held in March, focused on the issue of

transferring staff from the public sector into the private sector. “There are issues of

compensation to civil servants and the conditions of service, and how that would be treated

were they to be moved across into the private sector,” said Mr Rayner. “We have done a lot

of that in the UK and our workshop was really to share our experience on that.”

Mr Rayner added that about 800 PPP projects in the UK had now been completed or are in

process. “It is now to the point where you almost have to make a case for not doing PPP,”

he said. “In the UK every project involving the delivery of a public service or producing a

piece of public infrastructure, the PPP route has to be examined as an option and a decision

made on whether it is the most appropriate procurement method.”

There were a number of systemic issues in Hong Kong, Mr Rayner said, that have made it difficult

to implement PPP initiatives. These include a lack of experience, a possible  resistance to try

something new (as opposed to a familiar system already in place), as well as technical and

mechanical issues such as who plays what role in getting the finance together, who assesses

the risk and who judges the quality of the project, among other concerns. “The Hong Kong

government say ‘yes, we are looking at PPP’ and I am sure they are, but it is a slow road and what

we’ve tried to do is help them down that road by sharing the lessons that we’ve learned in the

UK about PPP implementation. Not all of those lessons have been successful, but that's what

happens when you go along a learning curve. So what we do is be honest with our Hong Kong

friends and say ‘we tried this in the UK and it worked really well for us — you ought to try it. At

the same time, we tried this in the UK and it found it not so fruitful’.”
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