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Introduction: The Demise of British Shipbuilding 1950 - 1980

The literature on British industrial decline in the face of competition from Japan and West Germany, has focussed on whether the decline was relative (Abramovitz 1986) or whether it was a process of absolute decline (Olson 1982 and 1986). In recent years, the literature concerning the relative decline of the United Kingdom as an economic power in the period 1950-1973, the so called “Golden Age” of economic growth, has focussed on two conflicting arguments, namely the Broadberry-Crafts ‘productivity growth failure’ hypothesis versus the Booth assertion that actually no decline was evident in the UK during this period (Broadberry and Crafts 2003 and Booth 2003). These two viewpoints are based on in-depth analysis of contemporary data covering a wide range of British industries and yet it is the contention of this paper that a closer study of a specific industry can demonstrate the themes outlined by all three academics. As a specific industry, shipbuilding in the United Kingdom underwent a rapid transformation from an important player in the world shipbuilding market to a much smaller specialist industry and yet in terms of output and productivity improved its overall performance.

The literature on British shipbuilding has focussed on either the technological reasons for decline, the institutional reasons for decline or on the political economy of decline. The first view, advocates that British shipyards failed to modernise and increase productivity when compared to competing yards in Japan, West Germany and Sweden (Strath 1987). The second, as proposed by Lorenz (Lorenz 1991) is that British institutional arrangements and relationships, for example between labour and management, were fractious in British yards especially when compared to the arrangements in Japan and West Germany, which hindered the developed of British shipyards accordingly. The political economy analysis undertaken by Johnman and Murphy (Johnman and Murphy 2002), states that governmental failures exacerbated the problems of the shipbuilding industry and did not in its attempts at reorganisation and modernisation seriously address the concerns of the industry.

Since the  early 1800’s the United Kingdom had the world’s largest shipbuilding industry in terms of tonnage produced and vessels constructed and was unchallenged despite shipbuilding industries developing in Germany, Japan and the United States from the late 1890’s and with a strong Japanese performance during World War One.
 From 1950 onwards, competition from western European nations such as Denmark, Sweden and Germany as well as a resurgent Japanese shipbuilding industry started to gain a larger share of what was traditionally a British market, orders for private carriers based in the UK and those in Greece and Norway. These ship-owners were taking advantage of the increasing imports of crude oil for western nations, whose consequent growth led to the ship-owners requiring larger vessels, the so-called ‘Supertankers’ vessels of over 100,000 tonnes in carrying capacity.
 Although this was a boom period in the output of shipbuilders globally, the United Kingdoms share of the market declined and output remained relatively static at approximately a million gross tons produced annually, as the following table demonstrates:

Table 1. British and Japan Merchant Vessel Output in Global Comparison (000’s Gross Tons)

	
	World Production
	Japanese Production
	UK Production

	 
	Dry Cargo
	Tankers
	Total
	Dry Cargo
	Tankers
	Total
	% of World Total
	Dry Cargo
	Tankers
	Total
	% of World Total

	1963
	3365
	2891
	6256
	1216
	1053
	2269
	36. 27
	625
	471
	1096
	17. 52

	1964
	2757
	4524
	7281
	1157
	2607
	3764
	51. 70
	525
	283
	808
	11. 10

	1965
	4539
	4876
	9415
	2269
	2617
	4886
	51. 90
	735
	547
	1282
	13. 62

	1966
	6083
	4657
	10740
	3762
	2733
	6495
	60. 47
	721
	353
	1074
	10. 00

	1967
	8001
	3756
	11757
	4752
	2465
	7217
	61. 38
	1041
	147
	1188
	10. 10

	1968
	7790
	5154
	12944
	4835
	3514
	8349
	64. 50
	824
	222
	1046
	8. 08

	1969
	7082
	7272
	14354
	4421
	4747
	9168
	63. 87
	781
	48
	829
	5. 78

	1970
	7725
	7914
	15639
	4998
	5012
	10010
	64. 01
	821
	503
	1324
	8. 47

	1971
	9725
	8410
	18135
	6311
	4808
	11119
	61. 31
	793
	441
	1234
	6. 80

	1972
	11585
	7704
	19289
	7753
	5108
	12861
	66. 68
	820
	371
	1191
	6. 17

	1973
	10604
	11480
	22084
	6565
	8096
	14661
	66. 39
	840
	221
	1061
	4. 80

	1974
	5490
	11419
	16909
	3949
	7558
	11507
	68. 05
	423
	456
	879
	5. 20

	1975
	10303
	23202
	33505
	4251
	12739
	16990
	50. 71
	579
	590
	1169
	3. 49

	1976
	12948
	20378
	33326
	6397
	9472
	15869
	47. 62
	734
	767
	1501
	4. 50

	1977
	15496
	11623
	27119
	8798
	2911
	11709
	43. 18
	583
	437
	1020
	3. 76

	1978
	12074
	5828
	17902
	5551
	756
	6307
	35. 23
	500
	633
	1133
	6. 33

	1979
	8854
	5209
	14063
	3101
	1596
	4697
	33. 40
	396
	295
	691
	4. 91

	1980
	8140
	4811
	12951
	2964
	3129
	6093
	47. 05
	339
	88
	427
	3. 30


Source: Lloyds Register of Shipping: Annual Report. (London: Lloyds, 1950-1981 and Fairplay International, London: Fairplay, 1970-1980)

Technology and productivity plays an important part in the development of shipbuilding after 1945 in all nations concerned. New mass production methodologies developed for the Allies standardized ‘Liberty Ship’ during World War Two, such as prefabrication, welding and standardized components were being introduced, as well as automated metal working techniques and improved drafting and design skills. However, these improvements were not taken up by British yards en masse until the early 1960’s, indeed some yards involved in the construction of Liberty vessels in the 1940’s had reverted to earlier methods of construction. Japanese shipyards however (Britain’s main competitors), had modernised in the early 1950’s as a result of the transfer of technology by National Bulk Carriers (N.B.C.) as part of it’s contract with the Japanese government to purchase and manage the former Japanese Imperial Naval yard at Kure. N.B.C. introduced a range of construction methods based upon the Liberty Ship programme that increased productivity in an already modern shipyard and as a condition of its purchase, trained other technicians from yards such as Hitachi Zosen, Chiba and Mitsubishi, Nagasaki.
 In addition to these measures, indigenous methods of organising and managing a shipyard as a production line leading to a central ‘building dock’ also increased productivity and output in Japanese yards. As a result, Japanese shipyards were producing more tonnage than the UK by 1956 and by 1964 had completely outstripped British production
.

British shipbuilders also had additional problems. Trade unionism, in the form of demarcation and restricted practises was rife in shipbuilding as were industrial stoppages in comparison to competitor nations. Moreover, high wage costs and a strong pound (as opposed low wage costs and an undervalued Yen) further compounded attempts by shipyards to run profitably. Certainly when compared to West Germany with its Mitbestimmung union system and Japan with its consensus management style, UK industry, overall, was restricted by institutional arrangements, adding credence to the Olsonian hypothesis of absolute decline cause by entrenched and deep seated institutions resistant to change. 

However, attempts were made to change the fate of shipbuilding in the UK, which suggests that institutions were not as resistant to change as previously thought. The newly elected Labour government of 1964 as a result of pressure from both the shipyards and unions, set up a committee of inquiry under the chairmanship of Reay Geddes, Chairman of the Dunlop tyre company, to look into the causes of decline in British shipbuilding and to recommend courses of action for its modernisation. After making a series of visits to shipyards and after taking into accounts submissions from interested parties, the Geddes report was released to much media interest in 1967. The report recommended that shipyards be modernised with the latest equipment, without specifying what the equipment would be, that the yards merge into larger ‘super-groupings’ based upon existing regional centres and proposed that the government provided both grants and loans to suit this purpose. No mention was made of Japan other than Labour costs and certainly the report opposed the creation of large modern shipyards based on the taylorised building dock as being too expensive and elaborate for the British shipbuilding industry. A dedicated body, The Shipbuilding Industry Board (S.I.B.) was set up for the purpose of modernisation.

The results were mixed and certainly the industry failed to survive and adapt; Other than Harland and Wolff, Belfast, no shipyards underwent a comprehensive redevelopment to increase production and reduce costs, and in Harland and Wolff’s case the yard was heavily in debt because of its redevelopment. Mostly, existing shipyards merged into larger groups, yet kept their distinct status as individual yards. Only three yards were large enough to enter the supertanker market, Harland and Wolff, Scott Lithgow and Swan Hunter, and yet these yards only made a fraction of the vessels that a single yard in Japan, for example Mitsubishi, Nagasaki, had done in the same period. 

After the 1973 OPEC oil crisis, which cut the demand for crude oil carrying vessels by 90%, shipyards globally had to compete with a much-reduced demand for merchant vessels during a period of economic slump. Consequently, British shipbuilding, competing for a smaller slice of a reduced market and with impending bankruptcies and the wholesale demise of shipbuilding in the UK, the industry was nationalised in 1977. After privatisation in the 1980’s, British shipbuilding faced additional competition from yards in countries such as Korea and Taiwan and the industry never gain reached the same prominence as it did only 40 years previously, only manufacturing warships for Royal Navy and vessels that for political reasons, had to be made in the UK.

Scott Lithgow 1960 - 1987: A case study

The Scott Lithgow shipyard was the result of a bid by the Greenock based shipyards of Scotts and Lithgows to create a second grouping on the river Clyde separate from the yards based on the Upper Clyde in Glasgow. Although the Geddes report made no specific mention of the need for two separate groupings on the Clyde, the Shipbuilding Industry Board (S.I.B.) reacted positively to the proposal, realising that Greenock and Glasgow had different wage structure and proximities to suppliers. However, the creation of Scott Lithgow and its subsequent failure as a shipbuilding company is a reflection not of a lack of ambition of the part of the shipyards and government, but rather a lack of clear management and financial ambition.

Both shipyards were successfully engaged in merchant construction in the mid 1960’s, with Scotts building conventional submarines for the Royal Navy and export customers and Lithgows large bulk and crude oil carriers. Both yards had undertaken re-equipment to use more modern methods of steel handling and construction and both were considered modern yards that could compete in a global market place.
 Therefore, when they proposed a merger in 1967, at the very beginning of the 5 year existence of the S.I.B., the subsequent government enthusiasm lent a great deal of attention to the opinions of the yards management, specifically the appointed Managing Director of Scott Lithgow Mr. Ross Belch and its chairman, Sir. William Lithgow. However, the intentions of the S.I.B. and the intentions of Scotts and Lithgows were highly divergent and the attempts at formulating a government funded plan within the 5 year lifetime of the S.I.B. were effected by the negotiating techniques employed by Belch and Lithgow.

Over the course of almost four years, the efforts to merge the two shipyards, both of which shared physical proximity as well as suppliers and were considered to have few concerns as to integration, were slowed down by Belch’s refusal to give details of Scott Lithgow’s development before receiving undertakings from the government concerning guaranteed naval work.
 Additionally, Belch refused in meetings until October 1968 to give any details of development plans unless his we given an indication about how much the shipbuilding industry board was willing to spend.
 The exasperation of the principal members of the S.I.B. can been seen in their correspondence between 1967 and 1968; they felt an opportunity was being wasted on issues that were not its concern. The Ministry of Defence was the final arbiter of naval contracts and the S.I.B. could not comment on any funds without an idea of what Scott Lithgow’s required.
 Through the intervention of the Minister of Technology, Anthony Wedgwood-Benn during August 1968, who bluntly reminded both Scotts and Lithgows that no guarantees could be given and that the lifespan of the S.I.B was due to end in 1971, did work progress and a merger was enacted in 1969.
 However, as demonstrated by the following diagram, the two companies remained, in effect, separate entities, both owning 50% of a holding company that owned the stock of the two shipyards. Integration and modernisation was expected to follow, but even this did not proceed entirely as expected by the S.I.B.

Diagram 1: The Planned Structure of Scott Lithgow’s after 1969 (Percentage Ownership in Brackets).


Source: TNA FV 37/21 “Report to Mr. B Barker on present position of Grouping on the Lower Clyde under Scott Lithgow Limited” Letter from Scotts’ Shipbuilding & Engineering Co. Ltd to S.I.B dated 24th March 1969.

Scott Lithgow produced a multi-tiered development plan in 1970, with a minimum and a maximum option, with the development of its existing facilities as a least option and the construction of a building dock as the more costly approach. The least cost option, developing existing berths for the construction of vessels up to 500,000 tonnes in two halves, was well thought out and all costs were taken into account However, the more expensive option of turning the James Watt dock into a building dock, did not take into account the associated manufacturing infrastructure required, nor the fact that the dock was used by Tate and Lyle to deliver sugar on a daily basis (an event which occurred until 1997) and therefore without an expensive relocation of their terminal, unsuitable for the three month build of a supertanker.
 Consequently, it can be seen that although Scott Lithgow was willing to become a recipient of state aid in the form of grants and loans and its negotiating stance is an indication of that, it is doubtful that the intention was to spend more than strictly necessary on infrastructure. Certainly, considering the location of Greenock and Scott Lithgow, the decision to construct tankers in two halves, a methodology developed by NSDM Amsterdam to build large vessels in the tight space of the North Sea Canal and with the potential for quite substantial funding from the S.I.B, appears to be inadequate; equivalent shipyards in similar locations (Mitsubishi Nagasaki, Akers Norway and Odense, Denmark) followed the modern building dock based ship factory approach.
 Although this methodology allowed Scott Lithgow to build larger vessels using its existing facilities, the construction of VLCC supertankers was not a success, with only four vessels being completed in the yard between 1969 and 1980. As the following table demonstrates the yard was not profitable from 1969 with additional problems poor productivity growth and industrial action affecting the yards performance.

Table 2: Profits and Loss, Scott Lithgows, 1967 to 1971.

	Year
	Number of Vessels
	Dead Weight Tonnes (X 000)
	Revenue (1971 UK £ x 000's)
	Profit (1971 UK £ x 000's )

	1967
	8
	196
	14082
	312

	1968
	6
	177
	11019
	129

	1969
	8
	295
	16220
	-206

	1970
	8
	189
	15333
	-1550

	1971
	7
	367
	21772
	-262

	TOTAL
	37
	1224
	78426
	-1577


Source: British Shipbuilding 1972, A report to the Department of Trade and Industry by Booz-Allen & Hamilton BV, Cmnd 4942, (London: HMSO, 1972), Chapter 17 “Finance and Accounting” pp 174- 186.

The British shipbuilding industry and its three main supertanker building yards, Scott Lithgow, Harland and Wolff and Swan Hunters were dealt a further blow by the nature of the tanker market between 1967 and 1973, which as the demand for tankers had outstripped supply had become speculative. Consequently, any vessel delivered to its owners for the contract price in this period could potentially be sold for more on the second hand market.
 This was the reasoning behind a large order for supertankers by the Israeli owner Maritime Fruit Carriers (6 at Harland and Wolff, 11 at Swan Hunter and 2 at Scott Lithgow), a shipping line that would not be able to use ports in the Arabian Gulf in this period. Therefore, the vessels ordered almost certainly were for the speculative second hand market.
 However, with the collapse of that market not only was it the case that Maritime Fruit Carriers (M.F.C.) were no longer a reasonable financial proposition for merchant banks to support, but the vessels themselves had a resale value substantially lower than the contract price. The British supertanker yards were all hit by this event, but Scott Lithgow with few other orders to fall back on, was hit the hardest.

The two vessels being constructed for Maritime Fruit Carriers at Scott Lithgow, yard numbers 1192 and 1191, were registered under the ownership of two single ship owning companies based in Panama, a popular way for shipowners to reduce their liabilities. Therefore, although ownership of the vessel ultimately rested with M.F.C., the relationship between Scott Lithgow and the purchasers was between themselves and the Cartsdyke Dockyard Company Limited which owned vessel 1191 and Atlantine Ltd, the owner of vessel 1192. Therefore, although M.F.C. was in the process of insolvency; the two vessel owning companies were not and no action for payment could be taken until their payments were in arrears. This occurred in November 1976 and through government pressure, (the loans for the vessels were guaranteed by the government) the Bank of Scotland called in the loans.
 Cartsdyke and Atlantine were taken into the ownership of the bank and a new purchaser was found in the form of the Dexter Shipping Company, a branch of the Niarchos shipping empire. For the first vessel, Niarchos initially offered £15.75 million in cash, but after the poor performance of the vessel, now named ‘World Score’, in sea trials and with a contrived diplomatic incident at a cocktail party in Athens, Niarchos managed to receive a further reduction in the price of the ship of  £3.45 million.
 The second vessel, now called ‘World Scholar’ was more problematic for the Government and Scott Lithgow to sell, but in 1977 Niarchos agreed on a price of £17 million, on condition that a government grant of  £5 million was paid to Scott Lithgow, which was now part of the nationalised British Shipbuilders, to guarantee construction. Scott Lithgow never made a profit on either of these vessels, despite receiving over £24 million for World Scholar, including payments made by Maritime Fruit Carriers.

World Scholar was delivered in 1980, and the yard’s final vessel ever, a 130,000 ton tanker for BP, was delivered in 1982. Scott Lithgow became part of the Trafalgar House group and specialised in off shore construction. However, the offshore boom years had passed and in 1987 the yard was closed for good. From a position of relative strength in 1964, Scott Lithgow in the 1970’s underwent a process of decline that few would have expected only a decade earlier. The intentions of management when proposing modernisation and their further efforts at negotiation with the Shipbuilding Industry Board prolonged matters whilst at the same time leading to a lack of confidence in Scott Lithgow’s abilities. Many British heavy industries at the time, such as shipbuilding, coal, steel and automobile manufacture were undergoing a relative and in many cases an absolute decline in the face of competition, yet many industries survived in one form or another to the 1980’s and indeed the two equivalent yards to Scott Lithgow in the UK, Harland and Wolff and Swan Hunters are still in existence today. Scott Lithgow was facing extreme trading conditions caused by competition from abroad the same as any shipyard in the UK in the 1960’s and was in a position to receive government help in the same way as any yard. However, to conclude, Scott Lithgow’s approach to its merger and modernisation was such that the underlying causes of its commercial failure were compounded by the attempts at a rescue that neither reflected the reality of either Scott Lithgow’s position within the global shipbuilding market nor its relationship with central government and the Shipbuilding Industry Board. 

Conclusion

The demise of Scott Lithgow is indicative of the erosion of British shipbuilding capacity between 1950 and 1980. It can be stated that British shipyards, in a period of economic growth, had to face increased competition as industrial output grew in Western Europe and Japan, all of which had developed or developing shipbuilding industries. Consequently, the United Kingdom’s share of an existing market would have fallen in the face of increased competition. However, the rise in crude oil consumption in the United States, Japan and Western Europe combined with a rise in sea-born trade, led to an increased demand for shipping and an exponential rise in the number of vessels constructed globally. That in such a market the United Kingdom’s shipbuilding industry’s output remained static, demonstrates an inability by 1965 for that industry to adapt to changing demand and reacted accordingly. However, Scott Lithgow faced other factors in its decline not related to issues of competition from abroad that were not common to other yards.

It can seen that Scotts and Lithgows, the two constituent yards that made up Scott Lithgow, had modernised their equipment in the early 1960’s to reflect contemporary techniques, but this was at a time when Japanese yards were undergoing wholesale redevelopment. Given an opportunity in 1967 to modernise much further using government funds in the form of loans and grants, Scott Lithgow prevaricated. Unresolved issues such as guaranteed military work and the amount of funding it was entitled to created tension between itself and the Shipbuilding Industries Board and extended negotiations over 4 years. This led to Scott Lithgow losing the initiative and its development to build supertankers in two halves was inadequate compared to other methods and by 1973 when the demand for supertankers had collapsed Scott Lithgow was fatally compromised, focussing its efforts on building a vessel no longer in demand using methods that were obsolete. After these events, Scott Lithgow spent its remaining time employing legal and governmental means to prolong its existence without developing any plans to adapt to new commercial realities and survive further. In short, the events at Scott Lithgow between 1966 and 1980 are indicative at a local level of the wider themes of industrial failure that have emerged through the study of this period and therefore providing an important insight into events that occurred on the nexus of corporate and national decision making.
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