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THE BANK OF CANTON LIMITED

60 Years of Banking in Asia and

SECURITY PACIFIC NATIONAL BANK

100 Years of Banking in California and
around the world.-have the connections!

It takes more than money to penetrate world
markets — you need the right connections.
We've got both. The Bank of Canton Limited,
in affiliation with Security Pacific National Bank
provides you with branches and representative
offices in key business and financial centers of
the world. Through our knowledge and expertise
in international finance and business we can
help you find and benefit from investment
opportunities around the globe.

No matter where your business takes you, you
can depend on The Bank of Canton Limited —
we've got the facilities, the expertise and the
right connections.

i Los Angeles Singapore
New York Mexico City
London Bangkok
Tokyo Brussels
Paris Kuala Lumpur
Sydney Sao Paulo
Frankfurt Macau

@ THE BANK OF CANTON, LIMITED

6 DES VOEUX ROAD CENTRAL, HONG KONG TEL. 5-246011




6%

As an employer, you should
have high interest working
for you and your people,

An important benefit of our8.6% Deposit Administration
Retirement Scheme is that you can start it with or without Group
Insurance.

This, along with high interest and its extreme {flexibility
make our Retirement Scheme worth looking into . . . especially
if you’re not getting a high rate of interest under your present
arrangements.

So if you’re thinking about employee benefit schemes,
contact us. We’ll show you how ours can do the most for you in
the long run.

The Deposit Administration
Retirement Scheme from

/ManufLife

The Manufacturers Life Insurance Company

(Incorporated in Canada 1887 with limited liability)
Main Office: 406 Connaught Centre, Hong Kong.
Telephone: 5-251321.

Office: 1434, Star House, Kowloon.

Telephone: 3-692291




Fighting Fit-but a bit Confused

—-that was Hong Kong last year

6TYHE most exciting year Hong Kong has seen since 1969 — maybe since

1967.
businessman.

That was how 1973 was summed up by a prominent local
And indeed it has been a spectacular year — but as the analogy

with 1967 hints, not all of the developments were for the good.

The year started with the boom on
the Stock Exchanges. The Hang
Seng index hit an all-time high of 1774
on March 9. A month later it had
dropped to 924. Several local for-
tunes were made. Some overseas
speculators made a killing and then
moved on. A lot of people got their
fingers burned and emerged sadder
and wiser. Indeed, the full implica-
tions of the boom may only now be
revealed, in view of the local custom
of settling debts just prior to the
Lunar new year.

A far more constructive event was
the unexpectedly good performance of
our export trade. Most of those brave
enough to risk a forecast considered
that 1973 would be a year of no more
than modest growth, in which we
should manage to do little more than
maintain our overall position. Early
in 1973 few would have forecast an
increase in value terms of exports of
some 25 per cent (the figure for the
eleven months to November). This
was more than twice the growth rate
for 1972 over 1971.

It has been widely pointed out that
this figure disguises a massive injection
of inflation and that the growth rate in
real terms must be far lower. H.E.
the Governor, for example, speaking
at the opening of the Chinese Manu-
facturers Association exhibition, sug-
gested that perhaps two-thirds of
the value increase could be attributed
to inflation.

There can be no doubt that rising
materials prices and wage demands
have led exporters and manufacturers
to raise prices to the customer. This
trend must however be kept in
perspective.  During the past 12
months virtually all industrial nations
have experienced a sharp rate of
inflation. Particularly significant is
the fact that commodity prices have
risen steeply and have been accom-
panied by severe shortages of
materials. Increased prices to the
consumer have led to demands for
higher wages, not only in Hong Kong
but throughout the industrialised
world. And our regional competitors
have been included in this trend.

The fact that HK’s exports went up
in value is not therefore surprising.
But the fact that they went up by
almost 25 per cent represents a con-
siderable increase, and is convincing
evidence that Hong Kong maintained
its relative competitive position.

Cross check

As in previous years, the Chamber
has checked the figures for imports,
exports and re-exports in value terms
with the volume of cargo entering and
leaving Hong Kong. This crosscheck
does not pretend to be statistically
precise, since the exact relationship
between value and volume on any
given occasion will depend on a
number of variables. Nonetheless,
any vast discrepancy between the two
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7 out of llodréad the Morning Post.

In Hong Kong, 7 out of every 10 readers of English-language morning
newspapers read the South China Morning Post. And 67% of those who
read the Hongkong Standard, also read the Post. The Morning Post has

the highest readership, the lowest duplication and the lowest cost per

thousand. . . every advertising dollar goes twice as far.

South China Morning Post

If you want to reach the most, put it in the Post.



sets of figures would be cause to doubt
the implications of one or the other.

Incoming and outgoing cargo
figures for the port, for Kai Tak and
for the KCR do show obvious volume
increases, although by lower propor-
tions than those expressed in value
terms. The increases are on average
closer to 10 per cent. On this basis,
it seems reasonable to assume that
HK’s trade did grow in real, as
opposed to monetary, terms during
1973.

China trade

The growth in re-exports was even
greater than that in domestic exports.
Here a soaring 57 per cent was re-
corded, which reflects to some degree
the renewed development of trade
with China. Re-exports now account
for 25 per cent of total exports, a
higher percentage than during any year
for over a decade.

Reflecting the vitality of the exports
drive, industrial employment in
registered factories reached an all-time
high in June this year. At this date
625,087 workers were employed in
22,108  establishments.  Although
registered factories cover only about
one third of the total work force
(according to figures provided during
the 1971 census), the fact that they
were running at an all time high sug-
gests that unemployment overall was
low. Furthermore, in June, bank
deposits, which had declined through-
out the early part of the year from a
high in January, began to pick-up, a
trend that has continued throughout
the rest of the year, albeit with

fluctuations.

All this suggests that at the mid-
year, Hong Kong was fighting fit and
during the mid-Summer the Chamber
undertook a confidence survey among
businessmen active on Chamber com-
mittees. Although the number of
people covered was small, the response
to our questionnaire showed a con-
siderable degree of consistency. The
story which emerged was that HK was
doing well at that moment, but could
perhaps anticipate a falling-off later in
the year or early in 1974.

Although the level of exports con-
tinued to hold up throughout the
Autumn, signs began to appear that
the forecast put forward by our survey
was perhaps accurate. For instance,
employment declined from its June
high and by September there are
21,610  establishments  employing
619,237 workers — although the drop
was so small that it could well be
explained by a number of causes, none
of which need be particularly signi-
ficant.

By the Autumn it was also accepted
that domestic inflation, particularly of
retail prices, which had been building
rapidly during the year, was no longer
a temporary feature that could perhaps
be explained by factors such as
unseasonal weather. The Financial
Secretary, the Hon. Philip Haddon
Cave, CMG, gave a long analysis in
the Legislative Council of the factors
that had led to inflation, particularly
in prices of foodstuffs. Although
seasonal variations had contributed to
the rise, it was nonetheless clear, he
said, this was not the only factor to
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be taken into account. Prices of
foodstuffs, according to Mr. Haddon
Cave, had risen by over 20 per cent
during the nine month period January
—September.

The man in the street was not so
much concerned with why this had
occurred, as the fact that it had oc-
curred. What, he demanded, was the
Government going to do about it?
And his protest was echoed by the
majority of Unofficial Members of the
Legislative Council. For the business-
man, it was not only the cost of food-
stuffs that was causing concern, but
also the cost of industrial materials.
News of shortages began to hit the
headlines in April, when almost over-
night supplies of plastics materials
appeared to dry up. During the year
the price of plastic materials rose by
between 20 to 35 per cent to manu-
facturers who were lucky enough to
be able to retain their sources of
supply.

Although plastics was the com-
modity that received headline treat-
ment, it was by no means the only
material causing headaches among the
industrial community. Textile fibres,
paper, some metals and construction
industry materials were among other
products in short supply. Indeed, it
was — and still is — the world short-
age of materials that is long term
problem number one in the eyes of
businessmen.

But the toughest jolt was yet to
come. In the closing months of the
year the oil producing states in the
Middle East announced their restric-
tions on supplies.

The shortage of plastics, as of most
materials, had come about as the re-
sult of ‘natural’ forces. A world
boom in demand, together with a slack
period in investment in new plants by
manufacturers, combined to create a
situation in which demand overtook
supply. This situation was aggravat-
ed by the need for petrochemicals
producers to take anti-pollution
measures, which had the effect of fur-
ther reducing supply and increasing
prices, together with a coincidental
series of accidents in which one
plastics plant after another around the
world experienced explosions, fire and
strikes, leading to further production
cuts.

Deep-reaching threat

But oil was different. Unlike the
plastics shortage it was at least in part
politically inspired. It was also a far
more deep-reaching threat, affecting
not only industry but reaching im-
mediately into the everyday lives of
the population. The oil companies
and the producer nations had been
warning for some time that a shortage
could occur, and that the price of oil
would in any case rise steeply during
coming years. No-one had taken
these warnings too seriously. ~ And
demand for oil — in Hong Kong as
elsewhere—continued to rise through-
out 1973. But when the political
restrictions were imposed the world
suddenly woke up to the fact that life
without oil could look very gloomy
indeed.

Because of the oil situation, it was
hard during the final weeks of 1973 to
find anyone willing to put forward an
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optimistic forecast for the future.
Despite this, several important events
occurred late in the year to strengthen
HK’s overall position.

First, it was announced that HK’s
industrial base was about to be widen-
ed by the establishment of a polys-
tyrene manufacturing plant, a plant for
the production of mmf, and very
likely an oil refinery. And as the
year drew to a close it was further
announced that the commercial banks
had increased the diversification of
their former sterling holdings.

The pacesetters this year among
exports have been the ‘second division’

items, particularly the electronics
group. Radios, calculators and com-
puter components achieved large

increases, and overall electronic items
increased by 29 per cent over the
1972 figure of HK$464 million. Ex-
ports of watches and travel goods also
grew in what undeniably must be real
terms.

Our main export items, clothing and
textiles, achieved joint sales of
HK$7,839 million in the first ten
months of this year, 21 per cent more
in value than 1972.

Regional growth

The pattern in export markets did
not change much. Among the top 10
overseas markets, accounting collec-
tively for 80 per cent of total domestic
exports, only Canada bought less this
year than in 1972. Again all increases
were of ten or more per cent. Trade
with our regional partners was es-
pecially good, with hefty increases
being recorded with Singapore (-+49

per cent) and Taiwan (+58 per
cent), while Japan — which had been

a somewhat diappointing market
throughout 1972 — recorded a spec-
tacular leap of 117 per cent.

Although sales to our Iargest
markets, the USA, went ahead, the
rate of growth was less than in most
recent years. The main reason for
this seems to have been the effect of
devaluations in the US dollar, making
HK products more expensive to the
importer and consumer. As a result,
the USA, although still far and away
our largest market, now accounts for
only 36 per cent of domestic exports,
compared with 42 per cent some
five years ago.

Re-exports are now a more import-
ant part of total export value and main
re-exports items continued to be the
same as in previous years, namely,
non-metallic minerals, textile and
clothing, scientific equipment, crude
animal and vegetable materials, elec-
trical machinery. The markets pat-
tern also changed little, although hefty
increases in terms of value were
recorded in trade with China (+ 161
per cent), the Republic of Korea
(+93 per cent), Taiwan (+90 per
cent), Japan (+85 per cent) and
Indonesia (+ 76 per cent).

Employment is another key indica-
tor. Although unemployment is be-
lieved to have occurred in the count-
less number of small unregistered
factories, where the majority of factory
closures have allegedly occurred, a
more encouraging factor, giving some
indication of the longer term position,
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is that the number of registered fac-
tories in September 1973 was 656
more than September 1972, and that
overall employment in registered con-
cerns had risen by 2,513 workers.

Figures for the number of business
incorporations recorded help to throw
light on employment situation in gen-
eral and also on the degree of overseas
investment, another area of concern.

January to October 1973 saw the
registration of 4,772 new companies,
The figure for the same period last
year was 3,822. In October alone,
404 new companies were registered.
However, since the recordbreaking
month of May 1973 when 709 new
companies were registered, the trend
has been downward, with a recovery
in October.

The number of companies dissolved
in October. 1973 has also shown a
large increase over the previous
month. Where in September, 13 com-
panies were dissolved, October saw
46. The total number of companies
dissolved in the ten-month period was
225. But this is still an improvement
on last year’s figure of 259. The
total number of existing registered
companies at October 1973 "was
30,614 a 21.5 per cent increase over
last year’s figure of 25,185 — which is
a hefty rise by any standards.

As for overseas companies in
Hong Kong, the figures do not exactly
shown a flood of foreign companies
leaving the Colony. It has been
something of a ‘one-less-per-month’
performance since May, when the total
number of overseas companies regis-
tered here was 850. In October it

had dropped to 843, the same number
recorded for February, March and
April this year, and still higher than
the 822 for October last year. Three
new overseas companies were register-
ed in October, bringing the total
number of new foreign companies
registered in 1973 as 54. And in that
same period, 43 were dissolved.
Bankers' inflation?

The clearest evidence of the finan-
cial state of HK is probably the
month-end figures for bank loans and
deposits. At October, 1973 deposits
were HK$25,395 million and loans
and advances were HK$22,792 mil-
lion. Although this shows a tighter
liquidity ratio than equivalent figures
for October 1972 (when deposits
were HK$24,248 million and loans
and advances were HK$16,377 mil-
lion) it is well-known that banks have
been highly liquid in recent years and
the growth in loans is not necessarily a
danger sign. Indeed, some sources
have suggested that excess liquidity
has been a contributory cause of infla-
tion.

According to the Financial Secre-
tary, the overall ratio of advances to
deposits has increased over the year
ending September 1973 from 66 per
cent to 88 per cent. This would ap-
pear to indicate that the banks are
heavily lent up against their deposit
liabilities. However, while the aver-
age level of specified liquid assets
maintained by the HK — as opposed
to overseas—banks has declined from
52 per cent at the end of September
1972 to 37 per cent at the end of
September 1973, the latter figure is

11




comfortably in excess of the minimum
requirement of 25 per cent laid down
in the Banking Ordinance.

How then might we sum-up the
economy as we move from the year of
the Ox into the year of the Tiger?

First, Hong Kong of itself is in an
increasingly strong position. The sus-
tained growth of exports has shown
that despite competition from areas of
lower labour costs, Hong Kong can
still hold its markets. The establish-
ment of new types of industry will
strengthen the economy, and the sound
management of HK’s finances has
contributed to a strong and stable cur-
rency. The Colony has shown that
it is able to grow and expand in the
face of difficulties.

Despite this underlying strength, this
year’s crop of problems has been
more serious than usual. Hong Kong’s
‘normal’ difficulties are typically con-
cerned either with trade restrictions or
with the inroads made by competitors
in our markets. Both of these we can
live with— if we make sufficient
effort and are given a little luck.

Problems of this ftype have of
course been with us as usual this year,
the main example being the coming
alignment of the UK Generalised
Preference Scheme with that of the
EEC, which will result, for a period at
least, in some of Hong Kong’s pro-
ducts losing their place in the British
market. Although serious, this is not
yet a ‘make-or-break’ problem.

Before oil became headline topic
number one, there were other grounds
for believing that Hong Kong might

“have to fight a little harder in 1974.

Economists around the world had
been predicting that for the first time
in recent history all of the developed
economies—those of the USA, Europe
and Japan in particular — were likely
to undergo something of a recession
simultaneously next year. The pattern
in the past has been for recessions to
occur in ‘waves’, so that for example,
when the USA has been somewhat
stagnant in its performance, Europe
and Japan have been booming, or
likewise when USA has been up,
Europe has been down. The prospect
of all the major. economies taking a
simultaneous down-turn is something
new.

Certain of uncertainty

But the oil problem has now made
all forecasts completely useless until it
is possible to see more clearly what
may happen. Unfortunately, the only
certain fact about the immediate pre-
sent is that nothing is certain.

The problems associated with oil
shortages resemble the ripples spread-
ing out on the surface of a pool when
a stone is tossed into it.

Firstly, there are the immediate local
problems — how to get fuel for both
industrial and domestic users and to
keep transport on the move. Looking

further afield, there is the problem of

ships’ bunkering supplies — if ships
cannot get the fuel to call on HK, or
are forced to slow down en route, we
are not going to receive supplies any-

I

way, and not only supplies of oil but

supplies of other necessities.

Then there are the effects on HK’s

industrial output. — will it decrease
Cont’d p. 26, Col. 2.
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‘You May Have To-morrow Off’

a look at flexible working hours

OR the employee of the British-

American Tobacco Company in the
United Kingdom, lateness is a ‘thing of
the past’. The firm has changed to a
system of flexible working hours, a
system currently in operation in a
number of UK and other companies
and which appears to be working well.

The Chamber is interested in the
potential of a similar scheme for
Hong Kong — particularly in view of
worsening traffic conditions during the
rush hour. Comments from Members
on flexible working hours and its fea-
sibility in Hong Kong are most
welcome and Members are invited to
submit their opinions to the Cham-
ber. The following report shows how
BAT does it. It has been made
available by Mr. J. A. Glover of BAT
(HK) Ltd., through the Employers’
Federation of Hong Kong.

In brief, hours are no longer rigidly
nine to five, as in the past. Each in-
dividual staff member :(subject to the
work requirements of his or her
department) is able to spread his total
requirement of working hours '(i.e. 142
hours in BAT’s case) over a 4-week
period to suit personal convenience.

In place of fixed hours, the day is
divided into two different types of fime
— Flextime which lasts from 0800
hours to 1000 hours and then from
1600 hours to 1800 hours; and Core
Time from 1000 hours to 1800 hours.
Between the Core Time hours of 1000
hrs. and 1600 hrs., everyone must be
at work. In the two Flextime periods
at the beginning and end of the day,
employees may ‘(subject to depart-
mental requirements as stated) decide
for themselves when to come and go.

At the end of each 4-week account-
ing period, employees are expected to
have worked the total required num-
ber of hours, with a limited provision
for carrying over a maximum time
credit or debit of seven hours within
an four week period.

The advantages are that lateness
becomes a thing of the past, and with
it goes that feeling of guilt which
arriving late brings. Early arrival
brings the opportunity of early de-
parture: later starters can fit in their

“timing according to their needs.

You choose your own time to travel,
and so can alleviate rush hour crowd-
ing, and your day can be adapted to
suit home needs. Married women
can adjust their hours to fit in with
family and housekeeping responsibili-
ties.  Flextime thus provides the
company with a useful recruitment
incentive, particularly for female staff.

Flexibility, by creating early and
late -periods where interruption is
unlikely, can provide opportunities for
getting on with jobs which are difficult
to complete during busy parts of the
day. Absenteeism is reducted, as ex-
perience has shown, and it becomes
possible to arrange, with prior per-
mission, to use one’s credit hours in
obtaining a half-day or even a whole
day off (with a maximum of one day
per four-week period).

Those who wish to return to work
early after lunch may do so, and credit
themselves with the time they put in.

The minimum lunch break is 30
minutes, but by arrangement with the
manager, staff may exceed one hour,
this being the normal lunch interval.

Cont’d Pg. 16.
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Picture Briefing

Officials of the Florida Department of Commerce
and members of the Florida Trade Mission visited
the Chamber on November 8 during their stay in
Hong Kong.

Alex Herman (3rd from right) and John Barrow,
(4th from right) respectively incoming and out-
going Councillor for Hong Kong Affairs at the
British Embassy in Washington, held discussions
with the North America Area Committee on
November 9.

A mission from the Ivory Coast Ministry of
Planning visited the Chamber on November 12
and met members of the Africa Area Committee.
From left to right are E. U. Lyen, Chairman of
the Africa Area Committee, S. H. Sung, Africa
Area Committee Member, Messrs. de Brisis,
Engineer, Sory Conde, Industrial Economist,
A. Y. Kouman, Director General of the Burcau
for Industrial Development.

An Economic Mission from Guam visited Hong
Kong and met the Chamber’s North America
Area Committee on November 29. Jose D.
Diego, leader of the Mission emphasises the
business opportunities in Guam to Col. I. G.
Daniel, Chairman of the North America Area
Committee.

Visiting the Chamber on December 7 was the
Korean Economic Mission. PR Manager, Harry
Garlick welcomed the: visitors.

The Chairman, Mr. P. G. Williams congratulates
Good Citizen Award recipients at a presentation
held on December 21. Twenty cash awards
ranging from $500 to $3000 were made.
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Any disadvantages? Yes, but these
are few. One can only bank upon
finding everyone in the office during
the “Core Time” hours of 1000 and
1600 hrs. It also becomes necessary
to provide some means of recording
the number of hours worked.

"The time recording equipment
chosen for use in BAT is simple to
use. It is important to recognise that
“clocking in” on arrival and departure
is not in any way the traditional check
to see that staff keep to time. The
new recording devices do not record
what time you come and go. Insert-
ing your key when you arrive simply
sets in motion a personal “hours-
worked” indicator.

The key to it all

Each member of staff using Flex-
time has his or her personal key, with
a matching recording unit placed con-
veniently near the place of work.
When you arrive, you simply insert
your key in the slot of your recording
unit.  This starts the mechanism
which keeps a record of your hours of
work. When you leave, you remove
your key, and the mechanism stops.

Because it is believed that the ad-
vantage of being able to apply some
flexibility at lunchtime is going to be
of benefit to most of the staff, it is
necessary for keys to be removed on
going to lunch, and reinserted on re-
turn to work.

Paperwork and administrative work
is minimal. From a supervisory point
of view, all that is required is a four-
weekly “reading the meter” operation
to note the debit or credit hours

affecting each department or section
member. From an individual staff
viewpoint, each member has a simple
diary sheet on which will be noted
any adjustments which will need to be
made to the recorded time total.
These would take into account normal
occurrences such as absences on
business, or periods of sickness.

Time worked during Flextime is not
normally considered for overtime
payments. At the end of each week a
staff member may only be in credit or
debit, compared with his normal con-
tracted hours, by up to a maximum of
seven hours without the consent of his
manager.

Staff will not normally be credited
with time outside the 0800 and 1800
hrs. starting and finishing times. In
exceptional circumstances, the mana-
ger may request or authorise work
outside these hours. This time will
then rate as overtime and will be satis-
fied by time off or payment of over-
time to those for whom it is applicable.

Because hours can be made up and
staff have the advantages Flextime
offers, the Company expects the
normal hazards of transport delays to
be accepted. Should, however, there
be major delays, time will be credited
at the discretion of the manager con-
cerned in consultation with the Per-
sonnel Department.

The overriding consideration must
be the completion of work. There-
fore, it is not always possible to take
advantage of Flextime on a particular
day. Supervisors also need to ensure
that some members of their staff are
present between 0900 and 1700 hrs.
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Did You See That....

Hong Kong businessmen are among
the most travelled in the world. Since
so many spend a large part of the year
outside the Colony, it is easy for a
major event to occur which may es-
cape notice. To help keep the travel-
ling businessman up-to-date, we start
here a new series, summarising some
of the more important recent business
events. We cannot guarantee the re-
liability of all items quoted, but if you
wish to know more about the report,
please refer to the source quoted and
not to the Chamber,

[0 World’s largest polystyrene plant
is to be built by Dow Chemical Group
on a site on Tsing Yi Island. The
plant will be in production by the
latter part of 1975 and will be capable
of producing 150 million pounds of
polystyrene annually. (announced in
most papers—for further details apply
Dow Chemical Pacific Ltd. H-254481)

[] Government announced it will
begin talks immediately with the
Japanese consortium on the possibility
of concluding the contract for the
initial system of the mass transit
underground railway (announced in

most papers — for details apply
Government  Information  Services
H-233191)

[0 Negotiations within the GATT
have led to an agreement on a new
multifibre textile system, that will re-
place the existing arrangements for
cotton, and will cover cotton, wool
and mmf. (China Mail — 12th
December).

[0 Hong Kong and China are on the
verge of finalising a $50 million oil
storage project on Tsing Yi Island.
(HK Standard—17th December)

[] Cement prices to go up by $20
per ton (S.C.M.P.—19th December)

[] British premier Edward Heath
has cancelled his planned visit to
China and Hong Kong (S.CM.P.—
19th December)

[] China Resources Co. will con-
struct oil storage tanks in Shatin and
on Tsing Yi Island. China also plans
to increase oil supplies to Hong Kong
on a large scale in 1974. (Wen Wei
Po — 22nd December).

[1 Import and export restrictions
on gold, diamonds and currency notes
and coins will be lifted with effect
from 1st January 1974 (most papers
—source Government Information
Services H-233191).

[J HK and UK agree on sterling
balances. HK will take part in
arrangements for the guarantee of its
official sterling balances during six
months ending 31st March 1974. The
holdings of the commercial banks are
not covered by the guarantee since.‘the
sterling holdings of local banks were
no longer sufficient to warrant their

inclusion’. '(Most papers — source
Government Information  Services
H-233191),

[ China is planning two major
modern container terminals to be built
at Hsinkang, a new port south west of
Peking, and at Shanghai. (S.CM.P.
14th December).
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Containers Come To Stay

AKE Connaught Centre, all 50 stories of it; lay it face down horizontally.

It will then be equivalent to about two-thirds the length of the container
vessels which now call in Hong Kong and berth at Kwai Chung. For the
record, the Connaught Centre is 600 feet high and a third generation container
ship is 850 to 900 feet in length. Yet these huge moving giants, representing
a totally novel concept in transportation and cargo handling, have proven to

be exceptionally flexible and efficient.

Sixteen months after the first berth
at Kwai Chung Container Terminal
became operational early in Septem-
ber 1972, Hong Kong appears to have
made the transition from conventional
to container shipping smoothly and
with a minimum of fuss. Hong Kong
has now entered fully into the con-
tainer era, and shippers, shipping
companies and operational staff
running the terminal all seem pleased
with the adjustment.

One of the reasons why the con-
version has been relatively smooth is
because local shippers and exporters
have prior experience of containerisa-
tion. Since 1969 US buyers and
ships have been insisting on the use of
containers. These four years’ ex-
perience of container shipping proved
invaluable in preparing Fong Kong
for containerisation on the grand scale.

In terms of facts and figures, the
change-over has indeed been dramatic.
Prior to the opening of Kwai Chung,
container ships were limited to the
much smaller wharfs at Ocean
Terminal, North Point and Yau Tong
Bay. Today the Far Eastern Freight
Conference, whose lines provide
frequent container services between
Hong Kong and Europe, reports that
within a year of the opening of Kwai
Chung, over 50 per cent of Hong

Kong’s cargo to and from the UK
and Europe was being moved in con-
tainers—and within this total over 70
per cent of cargo with North Europe
was moved in containers.

The first figure is slightly lower
because in this context ‘Europe’
includes the Mediterranean ports,
where containers are not so widely
used. Trade with the UK and
Northern Europe is however handled
basically in the four main container
ports of Hamburg and Bremerhaven
(West Germany), Rotterdam (Hol-
land) and ‘Southampton (UK). Cargo
moved in containers to these ports is
therefore considerably more sub-
stantial.

One leading shipping man in Hong
Kong, Mr. D. A. Crawford, who is the
Chairman of the Chamber’s Container
Lines Sub-Committee as well as a
member of our Through-Transporta-
tion Committee, ventured to suggest
that the reported 70 per cent is a some-
what conservative figure. He would
put the amount shipped in containers
to these northern ports as being nearer
to 90 per cent of all cargo. Since
some shipping companies are reluctant
to release figures relating to their
business, accurate statistics cannot be
worked out, but Mr. Gordon Milward,
Senior Marine Officer from the Marine
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Department, said that he would not
quarrel with the 90 per cent estimate.

Mr Crawford also pointed out that
all lines, except four, to the UK and
the North Continent are fully con-
tainer lines and even the four excep-
tions are combo ships (vessels using
both container and conventional cargo
handling methods). There might also
be irregular conventional sailings, but
even if one adds up all the cargo car-
ried by conventional and combo ships,
the amount that is not containerised
would not come to more than 10 per
cent.

Concerning trade with the rest of
the world, the Marine Department puts
the percentage of Hong Kong trade
carried by containers at 40 per cent.
Conventional shipping is still widely
used in trade with places such as
South America, Africa and the Far
East, as well as in the transportation
of cargoes, such as raw materials,
which are not basically containerisa-
ble. A consistent growth rate is how-
ever predicted over the next few years
when trade seems certain to be con-
tanerised increasingly.

Operations

Moving from the statistics to the
operational aspect, one finds Kwai
Chung a bustle of movement and
activity, especially when a container
ship is at berth. There are at present
three berths at Kwai Chung.  Berth
One is operated by Modern Terminals
Ltd. and serves the Trio group, a con-
tainer shipping consortium that pools
the resources of five shipping lines
from three nations — Britain, West
Germany and Japan.

The five lines in the Trio group are
Overseas Containers Ltd., Ben Line,
Hapag-Lloyd, NYK and Mitsui-OSK.
During the first year of its working
since opening in September 1972,
Modern Terminals Ltd. has developed
into the top container port on the
Europe-Far East freight run, by
handling more containers faster than
other comparable European and
Japanese ports.

All trends up

The Terminal compares favourably
with Hamburg, Southampton, Bremer-
haven and Rotterdam in every aspect.
The performance trend is consistently
upwards, whether it be in the number
of containers moved, crane efficiency,
or average throughput per ship. The
only falling trend is the time spent in
port!

Figures comparing November 1972
and November 1973 at Modern
Terminals show that the increase of
trade handled within one year is by
no means insignificant. In the month
of November, 10 vessels were serviced
in 1973 compared to 5 in 1972. Total
number of containers handled in the
same month in 1973 was 8829 com-
pared with 6203 the previous year.
Of this number, 4639 were incoming
and 4190 outgoing in 1973, while
3604 were incoming and 2599 were
outgoing in 1972.

Similarly working at record efficient
performance are Berths Two and
Three. The former has been deve-
loped by Kowloon Containers Ware-
house Co.—an all Japanese con-
sortium consisting of Oyama, NYK
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and ‘K’ lines, while the latter is being
developed by Sea Land Orient Ltd., a
subsidiary of Sea Land of USA.

The container industry is a new in-
dustry and its technology reflects this.
Qualified and skilled technicians, in-
cluding electrical and mechanical
engineers, are involved in running the
operations. Meticulous planning is
necessary. Positions of boxes must
be systemeticaly allocated on the
ground and from there into the ship,
in relation to the destinations of
various containers. People in the
control room are in constant radio
contact with those working the cranes
or  straddle-carriers. Stevedores,
formerly working with conventional
shipping, are now switched to packing
work or operating forklifts and cranes.
Not our choice but

As far as shippers and exporters are
concerned, the initial reaction to con-
tainerisation was one of resignation
rather than choice.  The stand
hitherto taken by the HK Shippers’
Council was that containerisation was
more or less forced upon us. We did
not ask for it. Our buyers wanted it;
we had no choice. On the other
hand, it was obvious that containerisa-
tion for Hong Kong was inevitable.
In the majority of overseas ports, the
modern docker is not prepared to
spend his life handling cargo at the
bottom of a ship’s hold. It is often
difficult to get labour, and when it is
available, it is extremely expensive.

After one year of container ship-
ping, however, shippers here seems
satisfied with the new system. The
Shippers’ Council has not received any

complaints from their members and
neither has the HK Exporters’ Asso-
ciation. Chairman, Mr. A. M. Black-
stock, confirmed that members of his
Association are happy with the ser-
vices provided, especially in Hong
Kong. He is however not so con-
vinced that the service at the other end
is as good. In the UK for example,
there is only one container port,
Southampton, where there appears to
be a considerable backlog.

Good for us

According to Mr. Blackstock, after
in initial period of adjustment, local
factories are learning to systematise
their packing, and in more ways than
one, he claims, it is good for local
producers to learn new disciplines and
to strive for a greater measure of
uniformity.

Although everyone concerned seems
genuinely pleased with the smooth
transition, shippers and shipping com-
panies alike are quick to point out
that containerisation, while solving
many problems encountered in con-
ventional shipping, has also brought
its own problems.

One of the biggest problems is the
sheer size of containers. Many fac-
tories are prevented from using con-
tainerisation to its fullest benefit be-
cause they are located six or eight
floors up and lack storage space. This
means that cargo has to be taken by
truck for packing in the container
terminal. The original concept of
‘door to door’ transport is thus lost.

Again, many HK factories are small
and do not produce enough to fill one
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container load at any one time. But
even if factory output is enough to
load one full container, there is still
often a storage problem. As a result,
trucking is still used, with cargo being
taken to the packing sheds in drips and
drabs. At present only between 20
and 30 per cent of containerised cargo
from Hong Kong to the US and
Europe are packed by shippers on
their own premises and taken directly
to the terminal.

As a result packing at the terminal
has become an essential service.
Huge container freight stations, some
claimed to be the largest in the world,
are situated at the Kwai Chung berths,
and here small shippers’ exports are
consolidated into full container loads.
This also enables large European im-
porters to buy from numerous small
suppliers in Hong Kong and still
receive in FCL (full container load)
quantities. It is estimated that more
than half, of Hong Kong’s exports
arrive at destination in this manner.

The risks in the game

This gives rise to other problems,
such as the greater risk and liability
of cargo sitting at the terminal await-
ing stuffing. There might be problems
of identification, for example, and in-
creased fire risk.

Mr. R. C. Tucker, Chairman of the
Chamber’s  Through-Transportation
Committee and himself an insurance
man was able to point out some
problems of containerisation from the
insurance point of view.

First and foremost, insurance com-
panies find themselves faced with a
greatly increased value of cargo per

vessel, rising well over two times that
of a conventional vessel. While risk
of pilferage and damage has decreased
to some extent, the risk of major
damage has increased. There has
been a drop in claims for small losses
and damage, but in its place, here are
now much larger claims for water
damage, total loss of containers over-
board or by sweating (damage by
water vapour and moulding). As
anticipated by insurance circles before
containersation became fully opera-
tional, there is not much reduction in
overall claims cost.

Inflexible

The big fear of many insurance
companies has fortunately not happen-
ed yet. This of course is a major
disaster leading to complete loss of a
container ship. From an insurer’s
point of view, a container ship is rela-
tively inflexible during accidents.

The containers arel very much part
and parcel of a ship, especially in fully
cellulor ships where there is not an
inch’s leeway between boxes. If there
is a fire, a collision or if a vessel
should be driven off-course during a
typhoon or come to grief on a reef,
nothing much can be done. Every-
thing is under lock and key, stored in
compact blocks and cannot very well
be thrown overboard or taken away
by lighters. Under such -circums-
tances, insurers must take a conserva-
tive view of the situation.

Another important aspect is the legal
implication of containerisation, be-
cause through-transportation involves
the inland process before the door-to-
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door concept is completed. The
problem thus covers many countries,
involving the legal systems of each as
well as the various -carriers—rail,
truck, and so on.

There has also been some concern
over increased freight rates, the
bunker surcharge and the oil shortage.
Containerisation did not bring a re-
duction in freight rates, but shipping
circles argued that if containers had
not come along, conventional freight
rates would most certainly have gone
up. The present oil crisis has slowed
ships down, as increasing speed by a
couple of knots involves a great in-
crease in the use of fuel. This means
that some vessels are not now running
at maximum productivity but, accord-
ing to one major shipping company,
the fuel situation has got to get very,
very much worse before container
vessels are seriously affected to the
extent of being withdrawn.

Everyone involved in containerisa-
tion agrees that on the whole shipping
companies have done a good job, that
shippers have been most co-operative
and the Kwai Chung Terminal ex-
pertly run. In fact, anticipating the
problems that inevitably would arise,
all were pleasantly surprised by the
apparent success of container ship-
ping.

The Shippers’ Council is under the
able chairmanship of John MacKenzie
with Susan Yuen as Secretary. With
two such strong personalities, there
would certainly be a lot more noise if
there had been any major difficulties
or dissatisfaction.

Fighting Fit — cont’d.

and by how much? — and the effects
on the economies of our trading part-
ners. Will these economies go into
recession, and what effect will this
have on their plans for purchasing
HK-made goods, even supposing HK
can find the transport to ship goods to
them?

There is not only the problem of
fuel and energy itself, but of its deri-
vatives — including of course plastics
materials and mmf. And on the
outermost circle of ripples lie the long
term effects on the growth of world
trade. Even without the short-term
politically inspired problems, it is now
widely agreed that the world’s oil
costs will almost certainly continue to
increase at a substantial rate for the
remainder of the century.

Because the situation is so confused,
it is wrong to be alarmist, and hope-
fully within a few months, we shall be
able to assess more clearly the pros-
pects.

Each year the problems that con-
front Hong Kong seem to become
tougher and tougher. Yet despite this
Hong Kong emerges at the end of each
year a little stronger than it was the
previous year. And 1973 was no
exception.

The more successful we become, it
might be maintained, the more serious
the problems become, simply because
we all have more at risk. Yet success
brings its own strength. And the
brightest sign for Hong Kong is that
we are still building for an expanding
future, rather than trying merely to
preserve the status quo.
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