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FUTURE OF HONG KONG \{’?

I, We spoke on the telephone about material which the
Prime Minister might find interesting. I attach notes on
the Sino/US negotiations on US arms sales to Taiwan and
on the negotiations between Britalin and thina which led
to the exchange of Ambassadors in 1972.

2 Both notes bring out that before agreement was
reached concessions had been made on both Sides. You
will note the Chinese use of calculated leaks to the
media. -

S
2 I am having the papers looked out on the negotiation
in 1974 between Hong Kong and the Guangdong authorities
about the return oT 1llegal immigrants to China. This is
not an exact parallel Tor negotiation between governments,
but it may give us some insight into Chinese negotiating
techniques.

1 October 1982 A E Donald
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SINO-US NEGOTIATIONS ON US ARMS SALES TO TAIWAN

Introduction

1 The question of Taiwan has bedevilled relations between the
US and PRC since 1949. The Chinese have seen the US as blocking
progress towards reunification. In 1972 in the Shanghai Joint
Communiqué the US went some way towards accepting Peking's
position. In 1978 they went rather further and, in the face of
threatening Soviet and Vietnamese policies, the Chinese agreed
that relations could be normalised in advance of a full settlement

of the issue. (The Carter administration may have hinted that

US arms sales to Taiwan would wind down fairly rapidly.) But
(Cafliemach thile opposition fo US wms sals o Tardan anch

the Chinesg&yigorously protested against the US Taiwan Relations

Act of 1979, which succeeded the former US-Taiwan defence treaty

and which bound the US to meet Taiwan's legitimate defence needs.

— =

2. The election of President Reagan, an old friend of Taiwan,
was alarming to the Chinese leadership. Moreover it seems to

have coincided with debates in China about the disappointing :
WS el oA Tuwan, th
fruit of Sino-US normalisation, particularly inlyestraining

Soviet/Vietnamese expansionism and in transfer of US high

technology to China. The nationalistic cause of achieving

——

pesiraps
Taiwan's reunification with the mainland was(also being seen as

—

more urgent. Whether voluntarily or as a means of deflecting
pressure from their political opponents on this and other issues,
the Chinese leadership concluded that they must engage the US in

tough negotiations to try to resolve the question,

Course of Negotiations

S At first it seemed that the Chinese main concern was that the

US should not increase the level of its arms transfers to Taiwan,

e e . L3

/particularly
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T US decidad aok tosugply bt FX buk fo exiead otwws imgorbant asmisagp by
particularly by selling advanced FX fighter aircraft.l\ But the®r (lias

position hardened (perhaps for domestic political reasons). By
iy,

early 1982 they were clearly demanding a complete cut-off of all

US arms sales. The cut-off need not be immediate but they

o Ty

insisted there must be a definite near date for termination.

They said this involved Chinese national sovereignty, a principle

e

on which there could be no compromise. For the same reason
——

W

China could not tie its hands to/only peaceful means to reunify
————

Taiwan with the mainland, If the US did not respect Chinese

sovereignty, relations would inevitably retrogress to their pre-

1979 or even pre-1972 level.

4. The US negotiated with the Chinese on the issue mainly
R ————

through their Ambassador in Washington. Several high-level

—

visitors (Governmental and non-Governmental) also played a part,

particularly in explaining US political realities. The US

offered a series of politically difficult concessions. There

was often no sign of flexibility on the Chinese side. Us
= s et

officials appear on at least one occasion to have believed that

a rupture in relations was unavoidable, Despite a sudden

breakthrough in July, brinkmanship continued until the very end

of the negotiations in early August. The Chinese appear finally

to have recognised that no further concession was possible on the

US side. They then made a cool judgment of the costs of

————.

down-grading relations relative to the costs of a retreat towards

—

the US position. Agreement was reached to issue a Joint

—

Communiqué on 17 August. This represented a considerable US
———————

diplomatic victory.

T ——

i

R
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Nature of Chinese Compromise

5. The Chinese retreated from publicly-held positions by:

a. agreeing that their relations with the US could

survive, even though the US fixed no time limit for its
M e T L L gy

phasing oull arms sales to Taiwan; and

b. permitting the US to link even this gradual reduction

—— TR
— s

to Chinese assurances of their fundamental policy of

striving for a peaceful solution of the Taiwan question,

The Chinese thus accepted a compromise on an issue of sovef@ignty.
“

They also recognised that they could not achieve a solution which
C————

would put immediate pressure on Taiwan to come to the negotiating
s ey,

table. In trying to camouflage these concessions the Chinese

stressed the historical nature of the problem, As 'an issue

rooted in history', it was natural that a 'final settlement'’

could only be brought about 'over a period of time'. (This
echoed earlier Chinese statements in different contexts, eg

Sino-Indian border negotiations.)

Reasons for Chinese Compromise

B The US Ambassador in Peking believes that the determining

factor for the Chinese was their overriding wish to pursue

reunification. They saw a danger of US-Taiwan relations

developing independently if ties between Washington and Peking
e g, boost it regirnd ia Talpel and
were down-graded, They believed that this could furtherAentrench
-———

Taiwan's de facto independence. Other factors will have been

China's need for US cooperation in its economic development,

particularly the massive investment for developing energy resources
Gnd tn PIMng neellgenace oa e Soviek Union

jﬁﬁd the strategic danger of sending the wrong signal to the Soviet

2

Union. The conclusion of an agreement shortly before the

/Party
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Party Congress was taken as a sign of self-confidence on the part

of Deng Xiaoping. In this timing however a key element was the
R ———

existence of definite time limits on the US side. The Chinese

were made aware that it was simply impossible for the US further

to delay notification to Congress of the next arms sales package

for Taiwan; but for this there would have been advantage to the

e

Chinese in letting the negotiations drag on much longer.
————= St

Chinese Negotiating Style

T US officials have commented on the abrasive negotiating stvle

—— ey

of the Chinese. @ntervals of cordiality and aggressiveness
m

appear to have been alternated arbitrarilyq The Chinese began

m—,

with formal and uncompromising statements of their public position
e W S —ry

and then sought to draw out US ideas for making progress.

Whereas at each round of negotiations the US side tried to

introduce an accommodation towards the Chinese position in the

hope of winning a reciprocal concession, the Chinese conceded
virtually no point until they felt the US could move no further.
S
The Chinese fought separately on a series of points without any
R

attempt to stand back and form a general picture,. The resolving

of difficult matters was habitually left until well after the

11tk hour. High level interventions were sometimes effective in
e — .

improving the atmosphere (eg Reagan's letters to Chinese leaders,

Bush's visit) or in exploring the Chinese bottom line (eg a very

restricted private session between Bush and Deng). Informal
s 2

social meetings in the margins of the negotiations were also
—
useful. But the final breakthrough was revealed at a routine
ﬁ
meeting betweer the US Ambassador and the Chinese Vice Foreign
o——— #
— e
Minister. Leaks to the media, on the Chinese side the result of
o-‘:';-

/calculated
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calculated official policy, tended to have a disruptive influence.

But Chinese media coverage sometimes also gave indications of

areas of possible flexibility.
r

Far Eastern Department
1 October 1982
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SINO/US NEGOTIATIONS ON US ARMS SALES TO TATWAN:
OUTLINE CHRONOLOGY

1972: Nixon visit to China, Shanghai Joint Communiqué.
US open Liaison Office in Peking.

1979: Normalisation of relations. US open Embassy in
Peking, Taiwan Relations Act:; US to maintain
unofficial links with Taiwan and meet its
defence needs.

Substantial US arms supplies to Taiwan after
1979 hiatus. ey

US Presidential election campaign: Reagan
promises to re-establish official relations with
Taiwan, .

1981 ;

January Reagan takes office: Chinese concerned about
future trends of US policy to Taiwan.

Sino/Dutch relations downgraded over Dutch sale

of submarines to Taiwan, e
—

Haig visits Peking. Reassures Chinese no US

re-opening of official relations with Taiwan

Chinese unimpreSsed by announcement of US

relaxation of military sales to PRC. Insist

on talks about US arms sales to Taiwan but seem

to imply that a certain level of confinuing arms

supplies would be tolerable.
——————————

September Chinese publish Njpe-Point EroEosal for Taiwan,
Generous terms for Taiwan reuniiication.
Hardening of Chinese line on US arms sales to
Taiwan, ——
——

October In margins of Cancun Summit Zhao Ziyang
abrasively lectures Reagan on arms sales.

Huang Hua visits US. Takes totally inflexible
line with Haig. But FX fighters seem the
touchstone.

December Further sharpening of Chinese position. Strong
reaction to news of US informal notification to
Congress of supply of $97 million spare parts to
Taiwan.

1982:

January US reassessment of risks of rupture with Chinese
particularly during Pollsh Crisis. Decision that
Taiwan had no military need for FX aircraft.
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January (cont'd)

February

March

April /May

July

17 August

CONFIDENTIAL

Assistant Secretary of State Holdridge visits
China: Visit complicated by premature US
announcement of continued supply to Taiwan of
less advanced aircraft. Chinese demand US
Sset date forendint all arms sales, Angry at
US unilateral decisions while discussions
going on. US refuse to set time limit and
ask Chinese to declare only peaceful
settlement of Taiwan issue. Deadlock but
Chinese willing to continue disCussrons.

US postponeS Tormal notirication oOf spare parts
supply.

Hints of greater Chinese flexibility followed
by sudden stone-walling,

Reagan and Zhao exchange letters on 10th
Anniversary of Shanghai Communiqué.

NCNA commentary said relations would retrogress
if US insisted on long-term policy of selling
arms to Taiwan;, weaKer THan earlier insistence

at definite time limit.

No progress in talks. US feared formal
notification of spare parts supply would lead

to recall of Chinese Ambassador from
Washington. Warns allies of imminent crisis,

US Administration notifies Congress of spare
parts package, Chinese protest but agree to
continue talks on grounds that no weapons
involved, deal agreed before current Sino/US
negotiations and no military transfers while
talks underway.

Reagan writes letters to Deng, Zhao and Hu
Yaobang re-emphasising his commitment to
Sino/Us relations and support for Chinese
Nine-Point Proposal on Taiwan.

Vice President Bush visits Peking. Frank
explanations of US political difficulties.
Chinese still insisting on cut-off date but
some hints of flexibility and apparent
reluctance to face downgrading relations.
Atmosphere improved.

Resignation of Haig whom Chinese considered
sympathetic, —

Joint Communiqué published. Chinese
reiterated fundamental policy of striving for
peaceful reunification with Taiwan.™= US
undertook, bearing this in mind, gradually to
reduce arms supplies to Taiwan. No cut-off
date specified.
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JOIMT COMMUMIRUE OF THE UNITED STRATES OF AMERICA
AND THE PEOPLES REPUBLIC OF CHINA
1. IN THE JOINT COMMUMIQUE ON THE ESTABLISHMENT
GIPLOMATIC RELATIONS ON JANUARY 4, BOUDN ISSUED BY THE GOVERN-
MEMT OF THE UNITED STATES OF AMERICA AHD THE GUUERNMENT
THE PEOPLE’S REPUBLIC OF CHINA, THE UNITED STRTES OF RMERICA
RECOGNIZED THE GOUERNMENT OF THE PEOPLE’S REPUBLIC OF CHINR RS
THE SOLE LEGAL GOUERNMENT OF CHINAs AND IT ACKHOWLEDGED THE
CHINESE PUSTTIUN THRT THERE 15 EUT OHE CHINA AHD TRAINAN IS
PRRT _OF CHINA. MWITHIN THAT COMIEXI, THE TWO SIDES AGREED THAT
THE PEOPLE DF THE UNITED STATES WOULD CONTINUE TO HAINTAIN
CULTURAL, COMMERCIAL, AND DTHER UNOFFICIAL RELATIONS WITH THE
FEOPLE OF TALHGM. OH THE BASIS, RELATIONS BETWEEN THE LNITED
STATES AND CHINA HERE NORMARLIZED.
2, THE DUESTION OF UMITED STRTES ARMS SALES TD TAIWAN
WAS HOT SETTLED IN THE COURSE OF NEGOTIRTIONS BETWEEN THE
THO COUNTRIES ON ESTABLISHING DIPLOMATIC RELATIONS. THE THO
310ES HELD DIFFERIMG POSITIONS, AND THE CHINESE SIDE
ATATED THAT IT WOULD RAISE THE. ISSUE AGAIN FOLLOWING NORMAL-
[2AT108. RECOGMIZING THAT THIS ISSUE WOULD SERIOUSLY HRNPER
THE DEUELOPMENT OF UWITED STATES-CHINA RELATIONS, THEY HAUE
HELD FURTHER DISCUSSIONS ON ITy DURING AND SINCE THE MEETINGS
PETUEEN PRESIDEMT RONALD REAGAN AND PRENIER ZHRD ZIYAMG AND
BETUEEN SECRETARY OF STATE ALEXANDER M. HAIG, JR.» AND UILCE
PEEMIER AND FOREIGN MIHISTER HUARHG HUA IN OCTOBER, QOIGH
3. RESPECT FOR ERCH OTHER’S SOUEREIGHTY AND
M- INTERFERENCE IH ERCH OTHER’S
THE FUNDAHMENTAL PRINCIPLES
1D ING S5-CHIHA RELATIONS. THESE PRINCIPLES
ERE CONFIRMED IN THE SHAMGHAI COMMUNIQUE OF FEBRUARY
AOLNH AND REAFFIRMED IM THE JOINT COMMUNIQUE ON THE

[A2L ISHMENT OF DIPLOWATIC RELATIONS WHICH CAME INTO EFFECT
JANLARY 1, 0Q0DUDHM BGTH SIDES EMPHATICALLY STATE THAT
;% PRINCIPLES CONTINUE TO GOUERN ALL ARSPECTS OF THEIR

LATINNS.

' 4. THE CHINESE GOUERNMENT RELIERATES THAT THE QUESTION
N TAIMAN IS CHINA*S INTERME! AFFAIR. THE HESSAGE TU
FOMPATRINTS IN TRALAN I155UED BY CHINA ON JANUARY 1, QOLON
PACMULGATED A FUNTAMENTAL POLICY OF STRIVING FOR PERCEFUL
REUNIFICATION OF THE MOTHERLAND. THE NINE-POINT PROPOSAL PUT
COOUARD BY CHINA ON SETPEMBER 30, QOIRN REPRESENTED A
FUATHER MAJOR EFFORT UNDER THIS FUNDAMENTAL POLICY TO STRIUVE

FOR A PERCERUL EE%UTIOH TO THE TAIMAN QUESTION.
5. —THE UNTTED STATES GOUERRAERT ATTACHES GRERT

[MPORTAMCE TO ITS RELATIOHS WITH CHINA, HND REITERRTES THAT
LT HAS MO IMTENTION OF IMFRINGIMG ON CHINESE SOU IGHTY AND
TERRITORIAL INTELR OR INTERFERIND CHINR*S INTERNAL
AEFAIRS, OR PURSUING A POLICY OF °TWD CHINAS" DR "0 CHINHAY
ONE T4 ITED STATES GOUERTMENT UNDERSTANDS AN
APPRECIATES THE CHIMESE POLICY OF STRIVING FOR A PERCEFUL
RESOLUTION 6F THE N QUESTION AS INDICATED IN CHINA®’S
MESSAGE TO COMPATRII iN TAIHAH ISSUED ON JANURRY 1, QOUDN
BND THE NIHE-POINT OSAL PUT FORWARD BY CHINA OH

INI0M THE NEW SITUATION MHICH HAS EMERGED WITH

.
[0

T0 THE TRIWAH QUESTION ALSD PROVIDES FAYORABLE CONDITIONS

SETTLEMENT OF UNITED STATES-CHINA DIFFERENCES OUER THE
OF UNITED STRTES ARMS SALES TO TAIWAN.
6. HAUING I MIND THE FOREGOING SETTLEMENTS OF BOTH
SIDESs THE UNITED STATES GDUERHMENT STA THAT IT DOES




3

HOT SEEK TO CARRY OUT A LONG-TERN POLICY OF HRHS SALES TO
TATUAN, THAT ITS ARHMS SALES TU TAINAN MILL HOT EXCEEDs
EITHER IN DUALITATIVE [HE LEUEL OF

THOSE SUPPLIED IN RECENT YERRS SINCE THE ESTRBLISHWUENT DF
DIPLOMARTIC RELATIONS BETHEE HE UNITED STATES AND CHINA,
HND THRT IT INTENDS T REDUCE GRADUALLY ITS SALES OF ARNS TO
THIUAN, LERDIHG DYER A PERIOD OF TIHE TO A FINAL RESOLUTION.

[N SO STATINGs THE UMITED STATES RCKNOWLEDGES CHINR®*S
CONSISTENT POSITION REGARDING THE THOROUGH SETTLEMENT DF THIS
[SSUE.

/. IN ORDER T0 BRING ABDUT, NUER A PERIOD OF TIMEs A
FINAL SETTLEMENT 0OF THE QUESTION DF UNITED STRTES ARMS SALES
TC TAIMAN, WHICH IS AN ISSUE ROOTED IN HISTORYs THE THD
BOVERNMENTS NILL MAKE EUERY EFFORT TOD RDOPT HEASURES AND
LREATE CONDITIONS CONDUCINE TD THE THOROUGH SETTLEMENT OF
THIS ISSUE. ‘

8. THE DEUELOPNEMNT OF UNITED STATES-CHINA RELRTIONS
I5 NOT OMLY IN JTUHE IMIERESTS NFTTHE 14U PELPLES BOT RALoU
LUNBUCIUE TO PERCE AND STRBILITY IN THE WORLD. THE TWO SIDES
ARE DETERMINEDs ON THE PRINCIPLE OF EQURLITY AND MUTUAL
BENEFITs TO STRENGTHEN THEIR TIES IN THE ECONONICS CULTURAL,
EDUCATIONAL, SCIENTIFIC, TECHMNOLOGICAL AND DTHER FIELDS
RiD MAKE STRONGs JOINT EFFORTS FOR THE CORTINUED
DEVELOPHENT OF RELATIONS BETMEEN THE GOVENRNENTS AND PEOPLES
DF THE UMITED STATES AND CHINA.

3. IN ORDER TO BRING ABOUT THE HERLTHY DEVELDPHENT OF
URITED STRTES-CHINR RELATIONSs HMAINTAIN WORLD PEARCE HBND
DPPOSE HGGRESSION AND EXPANSINNs THE Tun GOUERNMENTS
REAFFIRM THE PRINCIPLES RGREED ON BY THE THO SIDES IN
THE SHANGHAI CONMUNIDUE AMD THE JOINT COMNMUMIGUE ON THE
ESTHBLISHHENT OF DIPLOMATIC RELATIONS. THE THD SIDES
WILL MAINTAIN CONTACT AMD HOLD APPROPRIATE CONSULTATIONS OH
BILRTERAL AND INTERMATIONAL ISSUES 0OF CONNON INTEREST.
(EMHD TEXT OF COMMUNIRUE)
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ANGLO-CHINESE NEGOTIATIONS ON EXCHANGE
OF AMBASSADORS 1971/2

1. Britain recognised the People's Republic of China in 1950.
ﬁ-‘_‘_‘_—
HMG would have like to exchange Ambassadors at once but the
Chinese laid down unacceptable preconditions. In 1954 it was
agreed to exchange diplomatic missions headed by Chargés d'Affairds
—_-_-#
2. By 1971 France, Canada and several other Western countries had
exchanged Ambassadors with China. The international scene had
changed. The US was trying to begin cautious dialogue with Peking,

and US reservations about progress in Anglo-Chinese relations were

diminishing.

3. It seemed likely that there would be two Chinese conditions for

an exchange of Ambassadors:

a. that HMG should facilitate the PRC's entry to the

UN by not supporting the Important Question resolution;

that HMG should withdraw its remaining Consulate from
Taiwan.
Ministers considered that these conditions would be acceptable.
e was hild tlhaod-
China was anyway likely to get into the UN in 1971 (it did).) The

Consulate in Taiwan had served little real purpose for some time.

/4.
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4. The ChineseAponfirmed that these were their only two €onditions
but:;%ked that HMG's acceptance of them should be put in writing.
The only point of serious difficult;Z:;s the Chinese request that
HMG should state publicly that it was withdrawing its Consulate
from 'China's Province, Taiwan'. This would have shown British
acceptance of Peking's claim to sovereignty over Taiwan. But HMG
had alweaye maintained that in international law the question of
sovereignty over Taiwan was undecided (China had ceded it to Japan

in the 19th century; during the War the Allies agreed that it

should be returned to China, but the legal transfer of sovereignty

had never taken place, because of the Civil War between Communists
Tt Sown WanGioco ftace Teavy WA not Spaddy b Waom Taiwan showd be riruntd .

and Nationalistﬁb. To accept the Chinese claim would have breached

important general principles.

5. Negotiations were opened in Peking, between the Chargé d'Affaires
and the Chinese Vice Foreign Minister, to try to devise an

acceptable formula. The Chinese, whose international position was
strengthening rapidly, said they must stand firm on principle but
would consider any alternative wording HMG proposed. Six months of
difficult negotiations ensued, with a series of drafts and counter-
drafts, before texts of a Joint Communiqué and confidential

exchange of letters were agreed in March 1972.

6. The eventual agreement involved concessions on both sides. The
Chinese came to understand that HMG would not alter its fundamental
legal view of Taiwan's status, but accepted that this need not

/preclude
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preclude normalisation of relations provided HMG:

a. undertook not to 'propagafe' its view (not in
HMG's view a concession of substance); and
made public statements about Taiwan which came
some way towards the Chinese position.

To avoid prejudicing HMG's legal position, these statements required

careful consideration and tortuous negotiation. Skil}ful and

flexible translation of key phrases was an important factor in the

eventual agreement.

7. Although arduous these negotiations were fairly straight-forward.
They were conducted in Peking and high-level interventions played
virtually no part. The Chinese did not eventually insist on a
condition Premier Chou En-lai had told a British visitor would be
essential. There were points at which the talks almost broke down
and the Chinese sometimes doubted HMG's 'sincerity', but HMG's

efforts to achieve compromise were ultimately successful.

Far Eastern Department

1 October 1982
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