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MY TELNO 364: FUTURE OF HONG KOWG

1. AS A CONTRIBUTION TO THE PREPARATIONS FOR THE VISIT BY EXCO
UMOFFIC1ALS AND THE SECRETARY OF STATE'S VISIT TO PEKING, MINISTERS

MAY WISH TO HAVE MY APPRAISAL OF THE SITUATION AS FAR AS HONG KONG
1S CONCERNED. 1IN MY VIEW THE HOMG KONG DIMENSION IS NOT BEING GIVEN
SUFF ICIENRT WEIGHT IN THE CONSIDERATION OF OUR STRATEGY.,

2, OUR EXCHANGES WITH THE CHINESE HAVE BEEN USEFUL IN ROUNDING ouT
THE CHINESE PLAN. THERE ARE NEVERTHELESS SOME LARGE ISSUES STILL TO
€ RESOLVED, IN PARTICULAR CONSTITUTIONAL ARRANGEMENTS AFTER 1997,
NATIONALITY AND INTERNAL SECURITY: AND SOME LESSER POINTS WHICH
WILL 3E IMPORTANT TO MAINTAINING MORALE AND RETAINING THE SERVICE OF
OFF ICERS IN; THE PUBLIC SERVICE, THE POLICE, AND THE JUDICIARY
SUCH AS SECURITY OF TENURE, THE POSITION OF OVERSEAS (AND OTHER
NON=CHINES) OFF ICERS, PROCEDURES FOR THE APPOINTHENT AND DISHISSAL OF
JUDGES, AND THE ARRANGEMENTS FOR ADMINISTERING THE PUBLIC SERVICE
GENERALLY . WE SHOULD NOT LET THE CHINESE BELIEVE THAT WHAT THEY
MAVE SO FAR SAID ON THESE POINTS WILL BE A SATISFACTORY BASIS FOR
FUTURE ARRANGEMENTS. WE SHALL NEED TO CONTINUE TO PRESS THEM
AT THE SAME TIME TO MAKE OUR OwN DISPOSITIONS EG ON SUCH
PENSIONS). WE MUST ALSO KEEP QUR HANDS AS FREE AS WE CAN

_-THE ADMINISTRATION OF THIS TERRITORY UP TO 1997, wHILE TAKING DUE
ACCOUNT OF THE HLED TO MATCH PRE=1337 ARRANGEMENTS wiTH THOSE
POST-13997. S s

p—




BE RESOLVED SATISFAC-
INCNESS OF THE

3. ASSUMING THAT THE
TORILY, THE CRUCIAL
CHINCSE TO COMMIT THEM -19937 ARRANGEMENTS IN

A FORM WHICH WILL CARRY CONVICTION IN HONG KONG. TO CARRY SUCH
CONVICTION THERE WILL WEED TO BE CLEAR AND EXPLICIT UNDERTAKINGS,

A CLEVERLY FUDGED DIPLOMATIC DOCUMENT INCLUDING, FOR THE CHINESE
PART, NO MORE THAN A GENERALLYMWORDED STATEMENT OF JNTERNAL

POLICY, WILL NOT BE ENOUGH. IF PEQPLE HERE ARE TO OVERCOME THEIR
SCEPTICISH BASED ON EVENTS IN CHINA SINCE 1949 AND TO

SROUGHT TO BEL IEVE THAT THE FUTURE SAR WILL BE GENUINELY AUTONOMOUS:
THAT THE LEGAL SYSTEM wiLL SURVIVE: AND THAT THE CAP(TALIST_ECONOMY
WILL BE PRESERVED THE CHINESE WILL NEED TO GIVE UNDERTAKINGS IN A
FORM RECOGNISABLE TO THE INTERNATIONAL COMMUNITY AND TO THOSE WHO
MATTER IN HONG KONG (THE INVESTORS AND FROF SalJnnLo) AS BINDING
COMMITMENTS . WE SHOULD NOT LET THE CHINESE (OR OURSELVES) HARSOUR
THE JLLUSION THAT LESS wiLL DO,
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4, AS | SEE |T, THEREFORE, THE DRAFT AGREEMENT SHOULD NCT BE
PRESENTED TO THE CHINESE IN A WAY WHICH GIVES TAEM THE IMPRESSION
THAT IT IS MG MORE THAN A STARTING POINT FOR NEGOTIATION, IT SHOULD
3 PRESENTED, BOTH AS REGARDS FOURM AND CONTENT, AS THE KIND OF
AGREEMENT wHICH IN OUR CONMSIDERED JUDGEMENT wiLL BE ESSENTIAL

If THE RESULTS OF QUR DISCUSSIONS APE TC HAVE ANY HOPE OF CREDIBILITY
IN HONG KONG AND [INTERNATICHALLY.

5., WE CANM USE WITH THEM THE FOLLOWING ARGUMENTS:

{A) THE DRAFT MEETS THEIR ESSENTIAL REQUIREMENTS. IT ACCERTS THAT
SOVERE |GNTY WILL BE TRANSFERRED, AND BRITISH ADMINISTRATION wiLL
WILL END (N 1297, AND |T INCORPORATES THE MAIN POINTS OF THE

CHINESE PLAN, SUBJECT TU THE RESOLUTION OF THE QUESTIONS STILL
UNDER DISCUSSION, THE POINTS IHCLUDED IN THE DRAFT HAVE BEEN
COVERED IN THE TALKS. THERE IS THEREFORE NOTHING IN THE
OF THE ARRANGEMENTS WHICH THE DRAFT DESCRIBES TO wHICH THEY
SHOULD OBJECT. "R

(B) THE DRAFT POSTULATES A PROFOUND CHANGE IN HONG _ a«n:. WHATEVER
THE CHINESE VIEW OF THE WISHES OF HONG KONG'S CHINESE INMAB|ITANTS.
T Wwitl REQUIRE WILLING CO PE«t-lOH BECTWEEN THE UK AND CHINA IF
HONG KONG 1S TO SURVIVE THAT CHANGE. wE ARE WiLLING TO EXTEND THAT
COOPERATION. BUT SUCCESS wILL DEPEND ON THE CREDIZILITY OF THE
ARRANGEMENTS IN HONG KONG AND INTERNATIONALLY. HEITHER GOVERNMENT
CAN DECREE THAT CREDIBILITY. IT §$ NOT IN OUR GIFT:
IT WiLL HAVE TO 3E WON.

(C) THE FORM AMD CONTENT OF THE AG! MUST THEREFORES
(1) GA'ISFY THOSE WHOSE CONT INi SEncg IS ESSENTIAL TO HONG

KOHG 'S (THE INVESTORS AND PROFESSIGNALS) THAT

Tﬁt3"*h A =:ud1ﬂu COMM I TMEN MAINTAIN THE HONG XONG

SYSTEMS UNCHANGED. THEY wiLL NOT RISK TH‘I? ASEETS OR

THEIR OwN FUTURES wiTHOUT SUCH
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PROVIDING SHE wAS SATISFIED ON
ERITISH ADMINISTRATION,

6. IF WE PRESENT THRE DRAFT AGREEMENT IN THIS WAY THE CHINESE wiLL HO
DOUBT PROTEST STRONGLY AND THREATEN THE UNILATERAL ANNOUNCEMENT OF
THEIR PLAN. IN CONSEQUENCE WE MAY WELL FACE A FEw ROUGH TONTHS AND
SOME DIFFICULT MEETINGS IN PEKING. BUT IT IS ESSENTIAL THAT WE SHOULD
NOT PRETEND TO THEM (OR TO OURSELVES) THAT WE CAN GET ACCEPTANCE OF
THE NEW ARRANGEMENTS OM THE BASIS OF SWEET WORDS FROM THE CHINESE
ALONE OR THAT HONG KONG WILL QUIETLY ACCEPT WHATEVER PEKING AND
LONDON DECEIDE. MOREOVER A UNILATERAL ANNOUNCEMENT CARRIES HEAVY
RISKS FOR THE CHINESE AS WELL AS FOR US SINCE THEY MusT KNOW THAT T
WOULD CARRY NO CONVICTION IN HONG KONG ON ITS OWN. THERE |s HO
GUARANTEEE THAT ANY AGREEMENT WILL DO THE TRICK. BUT w{TH THE KIND
OF AGREEMENT SUCH AS WE ARE NOW PLANNING TO PRESENT WE HAVE A CHANCE
ND WE SHOULD URGE THE CHINESE STRONGLY TO TAKE IT. | TRUST THAT THE
SECRETARY OF STATE WILL BE READY TO BRING THIS HOME TO THEM IN
CLEAR TERMS.

7« | DO NOT UNDEREST |MATE THE RISKS+EVIDENCE OF DIFFICULT MEETINGS
IN PEKING WILL WORRY THE MARKETS HERE., |F BY THE LATE SUMMER THERE
IS THE PROSPECT OF NO AGREEMENT WITH THE CHINESE WE SHALL BE FACED

WITH THE GRAVE DECISIONS. BUT THERE WILL BE EQUALLY SERIOUS RISKS N
COMMITT ING QURSELVES TO THE CHINESE ON AN AGREEMENT WHICH N FORM

AND CONTENT WILL NOT CARRY CONVICTION IN HONG KONG. WE SHOULD STILL
EE RESPONSIBLE FOR THE ADMINISTRATION OF THE TERRITORY BuT IN
CCNDITIONS OF RAPIDLY DECLINING CONFIDENCE, AND POSSIBLY OF COLLAPSE,
THE CHINESE wOULD LAY THE BLAME ON HMG, IN SHORT WE SHOULD HAVE THE
WORST OF BOTH WORLDS.,

8. WITH A POSITION SUCH AS | HAYE OUTLINED N FPARAS & AND 5 ABOVE
THERE IS A PROSPECT oF HOLDING EXCO. ANY SUGGESTION THAT THE
SECRETARY COF STATE WILL GO TO PEKING IN THE EXPECTATION OF BE (NG
SARGAINED DOwN wiLL RUN A STRONG RISK OF LOSING THEIR SUPPGRT. THAT
LOSS wiLL BE A POOR START WHEN WE COME TO TEST THE ACCEPTIBILITY OF
ANY ARRANGEMENT N HONG KONG,
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