RESTRICTED
COVERING SECRET

Foreign and Commonwealth Office

London SWI1A 2AH

15 July 1981

_Z}ﬁwv f&hfﬁﬂf[?
i

Sir Y K Pao

I enclose briefing for Sir Y K Pao's call on the
Prime Minister on 17 July. The sections on UNCTAD, Shipbuilding
and the bulk market were supplied by the Departments of Trade
and Indust¥y, I attach also a biographical note on Sir Y K Pao.

Sir Y K Pao wrote to the Prime Minister on 18 May enclosing
a copy of a speech he made to the Foreign Correspondents' Club
in Hong Kong., I attach a copy of this and a copy of the
Prime Minister's reply.

Sir Y K Pao has recently visited Washington, where he met
President Reagan, and Peking, where he met Chinese leaders.
The latter discussions touched on shipping and shipbuilding
matters but did not this time include the question of Hong
Kong's future,

(R Lyne)
Private Secretary

M O'D B Alexander
Private Secretary
No 10 Downing Street
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PRIME MINISTER'S MEETING WITH SIR Y K PAO
10.30 AM ON FRIDAY, 17 JULY 1981

POINTS TO MAKE

FUTURE OF HONG KONG

b Read your speech with interest. Share your belief in continued
prosperity of Hong Kong. Important to maintain confidence.

UNCTAD COMMITTEE ON SHIPPING (Defensive)

2, Outcome of recent Special Session disappointing but not
unexpected. Remains to be seen what will become of Group of 77's
S s T ‘________-.
proposals,

SEPARATE HONG KONG REGISTER

B Separate Hong Kong register not in our or Hong Kong's

rd

interest. Would only draw further unjustified accusations from

UNCTAD that Hong Kong is itself a 'flag of convenience'.

SHIPBUILDING

4, Recent order for DSl4s most welcome. Hope it will be
— i

first of many.

D (If asked) In principle, Her Majesty's Government is prepared

to make Intervention Fund grants available to help yards quote

more competitively.

BULK MARKET

6. Share concern at depression in bulk market. Grateful for

views on future developments.
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ESSENTIAL FACTS

Future of Hong Kong

1. Sir Y K Pao addressed Foreign Correspondents' Club in Hong Kong on
12 May. He expressed satisfaction with the assurances given by
Chinese leaders that investors in Hong Kong need not fear for the future.

Saw this as proof of China's intention to preserve the status quo in

Hong Kong. Played down question of the New Territories lease.

2. Sir Y K's statement is helpful. Chinese Government are clearly not
yet ready to discuss problem in substance, Confidence must be maintained
meanwhile., Lord Carrington explained in Peking in April need eventually
to meet the legal problem that British powers of administration in

New Territories expire in 1997.

UNCTAD Committee on Shipping

3. Sir Y K Pao is Chairman of INTERTANKO (International Association of
Independent Tanker Owners) and head of World-Wide shipping group, with

large fleet mainly registered in Liberia. Thus supports open registries.

g

This matches UK interest as a cross-trader in keeping shipping markets

open, and in freedom to register ships on own terms. We believe that

maritime safety should be pursued in its own right, not by attacking
open registries.
4, At recent Special Session of the UNCTAD Committee on Shipping,

. 3 ﬁ 3
developing countries ('Group of 77') and communist bloc voted through
a resolution aimed at international agreement requiring an 'economic

e
genuine link' between vessel and state of registry. UK voted against,

as did all but three OECD countries.

/Separate
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Separate Hong Kong Register

5. In context of UNCTAD attacks on open registries, Sir Y K Pao has

publicly suggested separate Hong Kong register. At present Hong Kong

| S—

is a port of registry under the British flag on same lines as London

or Liverpool. His aim is to make it possible to employ either non-
British certificated officers on Hong Kong registered ships. Would
allow some flag of convenience ships to move to Hong Kong register.
Hong Kong's marine administration do not have resources to cope with
any major expansion of register. [Not for use] Moreover under present

law, impossible to set up separate Hong Kong register under British flag.

—

Shipbuilding

6. Since 1960's Sir Y K's company has obtained majority of new vessels
from Japanese yards. Two reasons. First, Japanese yards offer prices
and deliveries which are difficult to match. Second, World-Wide's
normal policy has been to order ships only against specific long-term
charter commitments by third parties. Japanese companies more prepared
than most to accept this. Sir Y K has suggested similar charter deals
with the UK but British Shipbuilders were unable to attract sufficient
interest from companies like BP or the BSC,

7. However, in January 1981 Sir Y K placed a £23 million order for

4 general cargo vessels with British Shipbuilders' subsidiary Austin
and Pickersgill., His first order in UK for some time. Intervention
Fund grants enabled Austin and Pickersgill to quote competitive price.
Vessels due for delivery in 1982.

Bulk Market

8. Bulk market depressed due to recession and resultant decline in
seaborne trade, Little hope of short term recovery, especially in oil-
tanker market. Problems in small tanker market could be met by scrapping

/elderly
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B
elderly ships. Decline in dry bulk carrier and combined carrier
markets, where new ordering is high, would only be arrested by recovery
of industrial production. Meanwhile, special factors such as USSR's

grain requirements could help.

15 July 1981
Hong Kong and General Department

Foreign and Commonwealth Office
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SIR YUE-KONG PAO CBE LLD JP

Born 1918 Zhejian Province, China. Educated Shanghai and went
into banking. Took refuge in Hong Kong in 1949, entering
import /export business. Purchased first ship in 1955 and formed
World-Wide Shipping Group. now the world's largest independent,

of which he is Chairman and President.

Banker by origin and instinct, remains a Director of Hongkong
and Shanghai Banking Corporation. Takes keen interest in
Intertanko (representing 80% of world's independent tanker
ronnage) of which he is Chairman. Rumoured to be trying to
bring dry bulk tonnage under the wing of Intertanko which would
give it even greater influence. Recently joined Hong Kong
Shipowners Association but stands aloof from Liberian Shipowners

Association although most of his fleet flies Liberian flag.

Guest of President and Mrs Marcos at UNCTAD V, Invited to

President Reagan's Inauguration. On visiting terms with Chinese

leadership where a cousin is Minister of Tourism, (Has $50 million

shipping joint venture with China). Frequent contacts with British

Ministers and called on Prime Minister in June 1979 and November 1980.

CBE 1976. Knighted 1978,

Married, four daughters.
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23 June 1981

The Prime Minister has agreed to
see 3ir Y.K. Pao on Friday 17 July at
1030 at No.10.

Could you please prepared a short
brief to reach this office by close of
play on Thursday 16 July.

Christopher Jebb Esq
Foreign and Commonwealth Office




. . WORLD-WIDE SHIPPING GROUP
Sir Yue-Kong Paocse.o.ur 20/21ST FLOORS, PRINCE'S BLDG.

HONG KONG
TEL: H-242111
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16th June, 1981.
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The Rt. Hon. Mrs. Margaret Thatcher, MP ([)

Prime Minister /) g

No. 10 Downing Street ) 23 Y fAmu,&A

London S.W. 1 72 - P

ENGLAND thie Al b o (S.f//udif ot~
9

ﬁj&;i Rz o is /hb({.
!\ ./l-d-'\--?;’-—t. Ak / /f th f--l- (s ’ %M Pﬂ( f?""‘/&

Thank you very much for your kind letter of 29th May, 1981
and for your favourable remarks on my talk at the Foreign
Correspondents' Club.

I just returned from Washington, D.C. where it was my
pleasure to visit President Reagan on 12th June at his
office. In our 20-minute conversation, free enterprise
was the predominating topic and I was impressed by the
way he strongly supported the principles which are also
so prominent in your thinking. He mentioned what a great
admirer he is of you personally and how much he supported
all that you stand for on the political front.

I am scheduled to be in London between 15th and 17th July
(immediately following another business trip to Beijing)

and do hope that you may find it possible to again spare

me a few minutes, as I know you take an interest in the
Chinese situation and what transpires there. If there is
such a possibility, I would be grateful if your office
could contact my London company, Marine Navigation Co. Ltd.,
Tel. 01-583 1510 (Mr. H. Sohmen).

Once again my thanks and warmest regards,
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