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Talks on the Future of Hong Kong

My letter of 13 May and your reply of 17 May dealt
with Premier Zhao's response to the Prime Mini%ter's
letter. As you will have seen, EXCO unanimously supported
the proposed reply.

In your letter of 17 May you said that the Prime
Minister would like to consider the timing of the substantive
talks in the light of the Chinese reaction to Sir P Cradock's
call on Vice Minister Yao, If Yao suggests an early
substantive meeting, the Ambassador will simply undertake
to report this. Given that we wish, without rushing, to
keep up the momentum, Mr Pym's view is nevertheless that
we should be ready to agree to an early meeting, even one
before the election, since we do not wish to give the
Chinese the impression that elections here are a relevant
factor.

In practice, the Chinese are likely to take some time
to evaluate our reply, but since events could move quickly,
it makes sense to do some planning ahead for the substantive
talks now. We have been discussing our strategy with the
Governor and Sir P Cradock, Assuming that the Chinese
agree to talks, we believe that the first substantive
meeting should from our side take the form of a presentation
by the Governor setting out how Hong Kong works now. I
enclose a text on which the Governor would draw, This
illustrates the value of the present systems there and the
key importance of the UK link. The aim is to try to draw
the Chinese into discussions on practical matters. In
doing so, we should seek to avoid confrontation on matters
of principle, particularly sovereignty, although if necessary
the Ambassador would make our position, as set out in the
Prime Minister's letter of 10 March, clear. We would then
attempt to seek Chinese views on how the continuity of the
various systems in Hong Kong could best be guaranteed in
the future. In this way we would hope to lead the Chinese
towards subsequent detailed discussion of practical matters,
such as currency, trade and the legal system,

/Obviously
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Obviously, this will not be easy. We may come up
against the sovereignty point at any time. But it is
essential to begin the educative process soon. It 1s
difficult to predict how the Chinese will react, and there
is little point in trying to look much beyond the first
meeting. It would nevertheless be very helpful to have
the Prime Minister's views on timing and the proposed
initial approach. If the Prime Minister is generally
content, we propose to ask the Governor to discuss it
with EXCO in general terms, showing them the text of the
proposed presentation. He could do this, on a contingency
basis in advance of the Chinese reply, on 25 May at one
of his regular meetings.

N
.
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(J E Holmes)

Private Secretary

A J Coles Esq
10 Downing Street
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10 DOWNING STREET

From the Private Secretary 17 May 1983

Future of Hong Kong: Letter from Chinese Premier

Thank you for your letter of 13 May.

The Prime Minister agrees that Sir Percy Cradock should
respond to Zhao Ziyang's letter in the terms suggested in the
speaking note enclosed with your letter and that the text of
this should be left with the Chinese. She also agrees that we
should take EXCO fully into our confidence and show them the
text (while making it clear if necessary that the final decision
on the text will be taken in London).

The Prime Minister has made no comment on the timing of the
commencement of substantive talks. I should like an opportunity
to bring this point to her attention again in the light of the
Chinese response to Sir Percy Cradock's demarche.

A.J. COLES

John Holmes, Esq.,
Foreign and Commonwealth Office,




PRIME MINISTER

Hong Kong

May I just be sure that you agree (see

attached letter) that Sir Percy Cradock should

be instructed to speak to the Chinese about

Zhao Ziyang's reply on the TINTsS-ed-the-phper
\-._.—-—\ - reras
at Flag J and also that we should show thie

to EXCO B foTeTT PresTo Tie Ol TIeser——
e e ¢/’"/
If so, the Governor will show it to

EXCO on Wednesday.
—

16 May 1983
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Future of Hong Kong: Letter from Chinese Premier

You will have seen Sir P Cradock's telegrams from
Peking reporting the Chinesg” Premier's reply to the Prime
Minister's letter of 10 ngch and his discussion with
Vice Foreign Minister Yao Guang, and making comments
and recommendations (I enclose copies), Sir E Youde has
since given EXCO the gist of the Chinese reply and sent his
own comments (also enclosed),

Zhao's response represents a step forward, The
Chinese have reacted well to the Prime Minister's letter
and seem keen_to get substantive talks Eoing. However,
he has disTorted the assurance 1n e Prime Minister's letter
about soverelignty by suggesting that she would be ready to

recommend a transfer 'at a certain stage'. And the
Chinese insistence that the agenda centres on 'the form

of transference of sovereignty' is also not acceptable.

It 1s important that our response should leave the Chinese
in no doubt that our position on sovereignty has not
changed since we cannot exclude THE_EBSSibility that the
Chiﬁ%EE_ETEHf publish the exchange at some stage, with
consequent effect on confidence in Hong Kong. At the same
time it is in oqur interests tO avold & rudrther confrontational
exchange with the Chinese which might delay or even prevent
altogether the talks we have been seeking. Sir P Cradock
of course repeated our position clearly to Yao Guang.

I enclose a draft response in the form of a Speaking Note
for Sir P CradocK, the text of which he would leave with

the Chinese, This attempts to steer between these two

dangers. The tactics of this have been fully discussed
with both Sir P Cradock and Sir E Youde.

/The degree
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The degree of consultation with EXCO presents a
difficult problem, There is obviously a risk that if
we‘gﬁﬁﬁ_?ﬁg—%ext of the response to them, they will
wish to strengthen it in ways which would provoke
the Chinese, It is of course important not to allow
EXCO a veto. However, Mr Pym believes that, having
SHOWH them the Prime Minister's letter and the Chinese
response, and in the light of the assurances we have
given them, we must take EXCO fully into our confidence
and show them the text. In doing so the Governor should
make 1t clear that while he will transmit any comments
they may have, the final decision will ®f course be
taken in London. B

—

——

If the Prime Minister is content, the next stage would be
to get substantive talks going. As far as the composition
oTour delegation 1is concerned, we should tell the Chinese
that this would be flexible. The purpose would be to
allow for the possible later participation of repre-
sentatives of Hong Kong, including EXCO Unofficials,
if this Should become desirable or necessary. The
immediate aim would be To start substantive talks with
a session attended by the Governor in which a presentation
would be given on Hong Kong in order to underline the
importance of the British link. On timing, Mr Pym
considers that it is important to keep up the momentum
and that, while not appearing over-anxious, we should not
give the impression that we are delaying because of the
election. If the Chinese respond quickly, we shall of
course need to seek clearance during the campaign for
the line which our presentation to the Chinese should
take.

L/
A~ L J', C’\ L—-Q-/

s

(J E Holmes)
Private Secretary

A J Coles Esqg
10 Downing Street
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DRAFT RESPONSE TO CHINESE LETTER ON FUTURE OF HONG KONG

SECRET

The Prime Minister has studied with great care the letter
from HE the Prime Minister Zhao Ziyang. She welcomes the
positive spirit of that letter which she shares. She agrees
that substantive talks on the future of Hong Kong should begin
in the next few weeks. The British approach to these talks

remains as set out in the Prime Minister's letter of 10 March.

The Governments of the United Kingdom and the People's
Republic of China have a common interest in working towards
the aim agreed during Mrs Thatcher's visit in September 1982.
The Prime Minister shares Premier Zhao's hope that through
the efforts of both sides such differences as there are may
be gradually narrowed. She is confident that in this way the
conditions can be met to enable the interests of all parties

to be satisfied.

I am instructed to put forward proposals on timing, composition

of delegations and other modalities to make possible an early

start to substantive discussions. We hope that discussions on
modalities will not occupy the two sides for long and that we

shall be able to agree to hold an early meeting,

SECRET
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SUBJECT:

FUTURE OF HONG KONG: LETTER FROM CHINESE PREMIER

In Peking telnos 41? and 436 sir P Cradock reported
the revised text of the Chinese Premier's reply to the
Prime Minister's letter of 10 March and his discussion
with Vice Foreign Minister Yao Guang. He has followed
this up (Peking telnos 418 and 426) with comment and
recommendations. The Governor has reported that he has
given EXCO the gist of the Chinese reply and sent his own
comments (Hong Kong télnos 650 and 666). Peking telno
440 comments on the Governor's views.

Sir P Cradock sees the Chinese response as positive
and as having broken the deadlock. He believes we
have secured talks without surrendering anything. The
Governor is more cautious. He picks up the points to
which the Ambassador first drew attention that Zhao has
blurred the assurance in the Prime Minister's letter of
10 March about sovereignty, suggesting that she would be
ready to recommend a transfer "at a certain stage”. Both

underline the problem in the Chinese insistence that the
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talks would be about "the furm of transference of

sovereignty" and about cooperation in the transition

period between now and 1997 and after 1997. The;?overnor

believes we may still come up at an early stage against
the sovereignty stumbling block.

We agree with the Ambassador that Zhao's response
represents a step forward. The Chinese have reacted well
to the Prime Minister's letter and seem keen to get
substantive talks going. However, we believe that it is
very important that our response should leave the Chinese
in no doubt about out position on sovereignty, since we
cannot exclude the possibility that the Chinese might
qulish the exchange at some stage. At the same time it
is-éé%t%iléz, as the Prime Minister said to the Governor
and Ambassador in March, to avoid confrontation with the
ChiJ;:éA:V}he Ambassador emphasises that, in his
discussions with Yao Guang, he made the Prime Minister's
position abundantly clear and he advises against
reiterating our conditions on sovereignty in detail. The
attached draft instructions aim to leave the Chinese in
no doubt that our position is unaltered while preserving
the forthcoming tone of Sir P Cradock's original draft.
We consider that, to avoid misunderstanding, Sir P

Cradock should after all leave a copy of his speaking

note with the Chinese. : : :
k../-:.\,f "'h 7¢u.‘.—.1- shevtr (o _i_v-_-_d?'JwaJt.‘ N aPaa l'-‘: fue
If the Prime Minister_agreeaiwithmthe proposed L=

instruetions we shall then need to ask the Governor to
consult EXCO, about—thewm. This would be in line with

assurances given to the Unofficials and repeated by the
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ime Minister to Sir S Y Chung only last week. I'h
Ambassador has strong objections about showing EXCO the

ife.
text of tthese instructions (because he sees a risk that

EXCO will wish to strengthen dangerously the tone of the
message). It is of course important not to allow EXCO a
veto. However, Mr Pym believes that we must take EXCO
fully into our confidence and show them the text. 1In
doing so the Governor should make it clear that while he
will transmit their advice, the final decision will be
taken in London.

.

The next stage would be to get substantive talks

going as quickly as possible. In Mr Pym's view we should

instruct Sir P Cradock to deal with procedural matters
Gy 17

when he delivers our response. We should. B avoid a
I

separate "agenda session" which could encourage the

Chinese to reopen the argument over sovereignty.

We should tell the Chinese that the composition of
our delegation would be flexible. The purpose of this
would be to allow for the possible participation of
representatives of Hong Kong, including EXCO Unofficials,
if this should become desirable or necessary. The aim
would then be to start substantive talks with a session
attended by the Governor in which a presentation would be
given on Hong Kong in order to underline the importance
of the British link.

On timing, both the Ambassador and Governor favour
moving reasonably quickly. Mr Pym considers that it is

important to keep up the momentum and that the election

should not prevent us proposing that substantive talks

SECRET




begin soon. If the Chinese responded qguickly

B,

course seex seek Ministerial clearance during the

ampaign for the line which our presentations to the
Chinese should take. But if at-ald possible we should
avoid appearing to be responsible for delaying progress,

because-of-the—-election-




MR. COLES/////

HONG KONG ¢
pe <

1 have read Peking Telegrams nos 416-418. So far, so good - just.

I agree with Percy Cradock's interpretation of the Chinese move

and with his proposal for our response to it. It seems to me

that he spoke very well to his Chinese interlocutor.

T discussed the question with the FCO yesterday. I understand
that they will probably propose an immediate response on the lines

suggested by Percy Cradock, ie welcoming the .Chinese readiness to

talk, suggesting that we should get down to detail, while restating

our position plainly (to counter Chinese misrepresentation) but
without stating our views in such a way as to obligé the Chinese

to back off. I think that this is the right way to proceed.

A.D. PARSONS
12 May 1983




