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TO HMMEDMATE F C O

TELEGRAM NUMBER 1356 OF 14 SEPTEMBER : 5
(NFO WMMEDIATE PEK-NG r\‘*'(,,
YOUR TELSNOS 870 AND B8O : FUTURE OF HONG KONG:

DASCUSSION WiTH EXCO
1. 4 DISCUSSED THE CURRENT POSHTAON sl THE TALKS WATH EXCO o=
ORN 14 SEPTEMBER. # HAD WARNED THEM ON 13 SEPTEMBER THAT W
WOULD BE SEEK#NG THEdUR VIEWS AND HAD CHRCULATED COPYES OF
THE PAPER 4N YOUR SECOND TUR, THE OUTL#NE OF THE DRAFT
OPENING STATEMENT FOR 22 SEPTEMBER u& YOUR TELNO 896, AND A
SUMMARY OF THE MAJN POMNTS MADE BY THE CHINESE sl THE
COVERSATHONS BETWEEN ZHOU NAN AND MR CLARK (PEK4MNG TELNO
812), US SENATORS HATCH AND ZOR4NSKY AND FOREAGN MINISTER
WU XUEQ4&l (PYERCE'S TELELETTER OF 7 SEPTEMBER) AND MR HEATH
AND DENG X-WAOPING (PEKING TELNO 879). THE COUNCHL CLEARLY
WELCOMED THiS OPPORTUNATY TO D#SCUSS THE POSHTHON
REACHED AND ALTHOUGH THE MEETING
WAS LONG (THREE AND A HALF HOURS) MEMBERS WMSHED TO PURSUE
THE DISCUSSH4ON FURTHER BEFORE THE TALKS N PEKIWNG RESUME
NEXT WEEK. ih HAVE ARRANGED A FURTHER MEET4NG FOR TOMORROW
EVENMNG (LOCAL TH#E), YOU MAY NEVERTHELESS FH#D «T USEFUL TO
HAVE AN ACCOUNT OF THE MAMWN POYANTS TODAY.

2. 4N ANTRODUCHNG THE SUBJECT ii: SPOKE AS «{STRUCTED N YOUR

FRST TUR, ADDANG THAT WHILE DENG'S REMARKS TO MR HEATH

DD NOT CHANGE OUR ViEW OF THE LdNE wndCH THE BRLTWEH TEAM
SHOULD TAKE ON 22/23 SEPTEMBER, THEY DKD REUNFORCE THE ASSESSMENT
OF THE CH.MNESE POS:ITHON.

3. AS REGARDS THE POINT u& PARA 2(A) OF YOUR FHRST TUR, THERE WAS
A REASONABLE CONSENSUS THAT A STALEMATE OR BREAKDOWN ¢ THE
TALKS WOULD CARRY SERJOUS RISKS FOR THE HONG KONG DOLLAR,
AND THAT #T WOULD ACCELERATE PREPARATMONS FOR DEPARTURE
AMONG THOSE % A POSATION TO LEAVE HONG KONG. THERE WAS
ALSO AGREEMENT THAT THE EXTENT OF THE DAMAGE TO CONFADENCE
WOULD DEPEND 4& PART ON THE CURCUMSTANCES #N WH4CH THE
STALEMATE OR BREAKDOWN OCCURRED AND THE WAY siN WHICH 4T
WAS PRESENTED BY THE TWO SIDES. SOME MEMBERS BELJEVED
THAT THE CHINESE WOULD COOPERATE N PRESENTHNG AN AGREEMENT
TO DIFFER & A NEUTRAL WAY (''A FRAENDLY PART-ING OF THE WAYS''
OR ''A PAUSE FOR REFLECTHON'') AND TOOK THE VAEW THAT, (N THAT
EVENT, THE CONSEQUENCES FOR CONFDENCE WOULD BE LESS SERIOUS.
SOME ALSO FELT THAT THE CONSEQUENCES FOR CONFUDENCE OF A STALEMATE
OR BREAKDOWN, WOULD HAVE TO BE ACCEPTED NO MATTER HOW
SERIOUS THEY MiGHT BE.
OTHERS WERE MORE CONSCHOUS OF THE RUSK THAT THE CHINESE MIGHT
PLAY ROUGH, AND DECIDE FORMALLY TO ANNOUNCE THEIR PLAN.
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4. skT WAS THE GENERAL V{EW THAT THE BRAITHSH TEAM SHOULD SEEK TO
AVOLD A BREAKDOWW ON 22/23 SEPTEMBER, PROV/{DE TH IS COULD BE DONE
WIWTHOUT CONCEDING ESSENTAL PRANCHPLES, AND SHOULD iIf NECESSARY
LEAVE THE CHINESE u#& NO DOUBT OF THE CONSEQUENCES OF A
BREAKDOWN OF & CONFRONTATY-ONAL Ki&D, THERE WAS AGREEMENT ON

THE NEED TO GWE CAREFUL THOUGHT TO THE WAY HN WHACH ANY
‘NTERRUPTHON OF THE TALKS M{GHT BE PRESENTED PUBLMCLY BY

HMG AND THE HKG WHENEVER o T OCCURED.

3« 4N DISCUSSHON OF POSSHBLE COURSES OF ACTWON SHOULD THE
CHINESE MAANTAIN THE4R PRESENT HARD L'ANE, THERE WAS NO
SUPPORT FOR THE OPT#ON SET OUT W PARA 10 OF YOUR TELNO 880 AT
LEAST AT THIS STAGE. THE VAEW WAS EXPRESSED THAT TO OFFER
ADWANASTRATAVE CHANGES WOULD WEAKEN THE BRYTISH NEOGOTHATANG
POSHTAON WATHOUT GA4NANG ANYTHING W& RETURN.

6. A NUMBER OF MEMBERS SUGGESTED, ON THEUR OWN' WN{THATHVE

AND Wi THOUT PROMPTHNG, THAT THE BEST TACTMCS MAGHT BE TO

TELL THE CHMNESE THAT OUR OWN V4£EW WAS STHLL THAT THAT
CONTHRUANG BRITASH ADFudN:ISTRATION WAS NECESSARY TO CONFU.DENCE ,
BUT AT THE SAME THME 4WNV.ITE THEM TO DEVELOP AND PROVDE
FURTHER DETA4LS OF THEIR ONNTLAN AND PARTHCULARLY ON

WHAT GUARANTEES THEY wOULD BE PREPARED TO OFFER.

7o S4R S Y CHUNG THOUGHT THAT THERE WERE _OTHER OPTHONS THAT
COULD BE CONSHDERED, E.G. SEEKHNG AN EXTENSHON OF BRJTWSH
ADMANASTRATION FOR A SPECAFIED PERIOD OF TWME, BUT HE HAD NOT
DEVELOPED THESE FULLY. THE COUMNCIL SHOWED LATTLE :NTEREST

N THEM,

————e
€. WHEN THE COUNCHL RESUMES TS DISCUSSHON TOMORROW T 46 LIKELY
THAT MEMBERS wWiLL PURSUE FURTHER THE WDEA 4N FARA € ABOVE AND
ALSO FOCUS ON THE QUESTHON OF OUR PUBLYLC RELAT'IHN-S-STANCE.

THEY ARE MUCH CONCERKED ABOUT THE EFFECT WHACH OQUR PRESENT
SULENCE 45 HAVANG ON THE MORALE OF THL COMMUN.ETY N HONG KONG.

YOUDE

COFPIES TO

SINCLATR LEGAL ADVISER
¥R BURROUS LEGAL ADVISER

MR ROEBERTS FEWS D

MART ASSESSMENTS STAFF
e - CABINET OFFICE

ME FIOWER PUSD _
MR COLES ¥O 10 DOWNING STREET

SIR A PARSONS KO 10 DOWNING STEEET
MR WAIKER EESEARCHE D GOGGS
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