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FUTURE OF HOMNG KONG: MR LUCE®S DISCUSSONS ¥ITH EXCO.

1. MR LUCE HAD ALMCST THREE HOURS DISCUSSION wiTH THg gxECUTIVE
COUNGIL TH{S MORNING. HE OUTLINED THE BACKGROUND TO THE MESSAGE

FROM THE PRIME MINISTER WHICH IT WAS PROPOSED SHOULD BE TAKEN TO
PEKING EY THE SECRETARY OF STATE DURING HIS VISIT AT THE END OF

THE MONTH. MR LUCE LAID PARTICULAR EMPHASIS ON THE FOLLOWING POINTS:

(A) IN VIEW OF DENG'S PERSONAL COMMITMENT TO THE LOCATION OF THE
WORK ING GROUP IN HONG KONG, IT DID NOT SEEM AT ALL LIKELY THAT
THERE WOULD BE MUCH FLEXIBILITY ON THIS POINT.

EVERYONE -INVOLVED N LONDON WAS AWARE CF THE DAMAGE TO THE
AUTHORITY OF THE HONG KONG GOVERNMENT WHICH A JOINT GROUP
OF THE KIND ENVISAGED BY THE CHINESE wCULD CAUSE.

THERE WAS STRONG EVIDENCE THAT THE CHINESE MIGHT BE PREPARED

TO DO WITHOUT AN AGREEMENT, AND IF MECESSARY MAKE GOOD THEIR
THREAT TO IMPOSE THEIR SOLUTION FORCIBLY, IN SPITE OF THE

DAMAGE THAT THIS WOULD DO THEIR OwN ECONOMIC AND OTHER INTERESTS.

2. IT WAS THEREFORE NECESSARY TO CONSIDER WHAT CARDS WE HAD TO PLAY
AND HOW TO PLAY THEM. THERE WERE ONLY TWC: THE CHINESE DESIRE TO

HAVE AN AGREEMENT IF AT ALL POSSIBLE, AND THEIR DESIRE TO SECURE

OUR AGREEMENT TO BASING A JOINT GROUP IN HONG KONG. MR LUCE SAID

THAT HE RECOGNISED THAT THERE WAS A REAL POSSIBILITY THAT THE WHOLE
PACKAGE WHICH RESULTED FROM THE NEGOTIATIONS MIGHT HAVE TO BE
REJECTED. BUT WE HAD TO CONSIDER WHETHER THERE WERE ANY CIRCUMSTANCES
IN WHICH WE COULD AGREE TO BASING THE JOINT GROUP IN HONG KONG.
MTNISTERS IN LONMDON HAD DECIDED THAT EVERY EFFORT SHOULD BE MADE TO
AVOID HAVING TO CONCEDE THIS POiINT. THIS SHOULD NOT HOWEVER BE
ALTOGETHER EXCLUDED, IF THE AcainEnT WAS SATISFACTORY IN OTHER
RESPECTS, AND IF TOLERABLE TERMS OF REFERENCE COULD BE ACHIEVE

JE HAD ALSO TO CONSIDER THI ECTS OF REJECTION, THE CONSULTATIONS
WITH HMA PEKING AKD THE GOVE 70 CONS I DER

THE OPTIONS. OUTRIGHT REJECTION
PROPOSAL WOULD PROBABLY RESULT
THE VERY LIMITED TIME STILL AVA
|MPROVEMENTS TO THE REST OF THE
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INCORPORATED IN THE PRIM
AWAY. THE PACKAGE HAD TQ BE ! At S A HHOLE,
MESSAGE WAS THEREFORE CONGISTE H THE ¥ TEJH|3|CTEQ'7
MESSAGE OF LAST OCTOBER WHICH WAS THE BASIS Of £ PRESENT BRITISH

NEGOTIATING POSITION. IH ADDITICH TO DELIVER THE MESSAGE, THE
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STATE WOULD MAKE CLEAR THAT THE BRITISH COULD HOT SIGN

NY SE DRAFTS WERE UNACCEPTABLE, AND
WITHOUT REAL MEGOTIATION ON TEXTS, THERE WOULD BE NO POSSIBILITY
OF AGREEMENT. WE MIGHT GET A HOSTILE RESPCONSE, AND THE COMNSEQUENCE
F THAT WOULD HAVE TO BE CONSIDERED WHEN THE TIME CAME, WITH THE

ADVICE OF THE EXECUTIVE COURCIL

PAPER. THE CHIN

4. IN THE SUBSEQUENT DISCUSSION, THE MAIN POINTS OF INTEREST WERE
AS FOLLOWS

(A) SIR S.Y. CHUNG, WiTH SUPPORT FRCM A NUMBER OF OTHER MEMBERS,
SAID THAT THE MESSAGE SHOULD INCLUDE A REFERENCE TO THE TIMING
\ OF THE SETTING UP OF ANY JOINT GROUP. AS EXPECTED, HE ADVOCATED
| STRONGLY SEEKING CONTINUATION OF THE JOINT GROUP AFTER 1997:
IT MIGHT START WORK FOR 5 YEARS BEFORE 1997 AND CONTINUE FOR
5 YEARS AFTERWARDS. HE SUGGESTED THAT CHINESE ASSERTIONS ABOUT
THE GROUP NOT CONSTITUTING COHDOMINIUM COULD BE USED IN SUPPORT
OF THIS PROPOSAL. SIR S.Y. ALSO REFERRED TO THE BRIEF WAVE
OF OPTIMISM WHICH HAD BEEN ENGENDERED IN BUS!hESS CIRCLES BY
A RUMOUR TO THE EFFECT THAT THERE wOULD BE A RESIDUAL BRITISH
PRESENCE AFTER 1997 THROUGH THE JOINT GROUP. SIR S.Y. ALSO
REPORTED A RUMOUR TO THE EFFECT THAT MR XU JIATUN (DIRECTOR OF
NCNA HONG KONG) HAD PROPOSED CONTINUATICN OF THE JOINT GROUP
POST=1997 TO THE EDITOR OF THE MING PAOQ.

SIR S.Y. AND A NUMBER OF OTHER MEMBERS ASKED WHAT THE BRITISH
GOVERNMENT'S POSITION WOULD BE IF THE CHINESE SIMPLY DECLINED
TO ACCEPT THE PROPOSAL TO SHELVE DISCUSSION OF LOCATION. ON
THE OTHER HAND, MR SANDBERG THOUGHT THAT THE PRESSURES OF TIMING
AND THE NEED FOR AN AGREEMENT OPERATED ON THE CHINESE AS WELL

| AS OH THE BRITISH. HE STRESSED THAT CHINESE IDEAS FRIGHTEMED
THE BUSINESS COMMUNITY VERY MUCH BECAUSE THEY TENDED TO DASH
HOPES OF AT LEAST A FEW YEARS OF GQOD GOVERNMENT FREE FROM
INTERFERENCE FROM PEKING.

M1SS MARIA TAM SUGGESTED THAT THE REFERENCE TO DISCUSSION OF

THE FunCTlGNs OF ThE GROUP WAS INADEQUATE AND SHOULD BE EXPAMDED
T0 RENGCE TO SUBJECT MATTER. EVEN {F WE
WERE OBLIGED TO ACCEPT THE GROUP IN HONG KONG, WE SHOULD BE

ABLE TO RETAIN CONTROL OF THE SUBJECTS DISCUSSED, IF NECESSARY
BY SIMPLY REFUSING TO BE P# THE CHINESE SOUGHT TO
DISCUSS SUBJECTS WHICH WETf

MR T.S5. LO WONDERED WHETHER DENG'S ATTACHMENT TO THE JOINT GROUP
AND 1TS LOCATION IN HONG KONG wAS NOT THE OUTWARD SIGN OF A
STRUGGLE ON DENG'S PART TG FIGHT OFF OPPOSING FACTIONS,. HE
THOUGHT IT UNWISE TO GC TO THE WALL ON THIS SUBJECT.
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(E) MR F.W. LI, SUPPORTED BY
BTHERS, SAID THAT T WAS UNWIS 0 & A¥. OF THE GROYP HAV ING
'"POWERS!'' (PARA 5 OF THE PRIME M1 R'S MESSAGE) SINCE I\T
WAS OUR CONTENTION THAT IT SHOU F e |
; I SHOUL FACT HA AN WERS
Vg C VE ANY POWERS

THE ACTING FINANCIAL SECRETARY SUGGESTED A POSSIBLE COMPROM|SE s
COULD WE NOT HAVE THE JOINT A 1ig

3 GROUP MEETING IN LONDON, PEKING AND
HONG KONG FOR THE FIRST FEW YEARS OF TS LIFE AND CONSIDER
:;;;NG TS PERMANENT LOCATION SHIFTED TO HONG KONG MUCH NEARER

5. THE MINISTER UNDERTOOK TO REPORT THE DISCUSSION AND THE

VAR IOUS SUGGESTIONS WHICH HAD BEEN MADE. | SUMMARISED THE DISCUSS~-

ION BY SAYING THAT THE COUNCIL DID NOT MUCH LIKE THE JOINT GROUP
AT ALL: WE SHOULD CERTAINLY AVOID HAVING
iF fT ALL POSSIBLE: IF THIS PROVED UNAVOIDABLE, EVERY EFFORT SHOULD
BE MADE TO MITIGATE THE DAMAGING EFFECT THROUGH TIGHT TERMS OF

REFERENCE AND TIGHT CONTROL OF THE SUBJECTS DISCUSSED

IT LOCATED IN HONG KONG

~
g

6. FOR DISCUSSION ON TEST OF ACCEPTABILITY SEE MIFT.
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