HONG KOHGs DiSCUSSiION WwITH EXCO

FOLLOWING IS T OF MY SUMMING UP N WHICH THE COUNCIL
CONCURREDs:~-

"'THERE WAS A GENERAL R THAT A STALEMATE OR

BREAKDOWN wOULD CARRY SEi S ! FIDENCE BOTH INTERNAL
JOLLAR. MEMBERS DD NGT
DOLLARNWOULD FALL

BUT THE FALL wAS LIKEL B ANTAL. APART FROM THE

OOMESTIC IMPACT TH.S WOULD V . THE INTERNATIONAL PERCEPT LON

OF HONG KONG, SOME MEMBERS THOUGH HAT THE CRIS 1S wOULD BE

NO WGRSE THAN LAST AUTUMN, OTHERS WERE LESS SANGUINE, THERE

WOULD ALMOST CERTRANLY BE ANOTHER COLLAPSE OF THE STOCKMARKET

wWHICH COULD FEED {NTO THE BANKING SECTOR. SOME MEMBERS WERE

CONCERNED ABOUT THE EFFECT ON EMPLOYMENT BUT OTHERS THOUGHT

THAT THE MANUFACTURING SECTOR OF THE ECONOMY WOULD ST:HiL BE

SUPPORTED BY THE NEW GROWTH <N DEMAND BY THE UNUKTED STATES.,

2., A FEW MEMBERS WERE CONCERNED ABOUT THE POSSHB{LITY OF
SOC.FAL UNREST BUT N GENERAL THilS WAS NOT THOUCHT TO PRESENT A

SERIQUS RISK.

3. AS REGARDS MOVEMENT OF PEOPLE, MANY HAD ALREAD MADE THEIR
PREPARAT:IONS TO DEPART. THESE PREPARAT IONS WOULD BE ACCELERATED
BUT ENTRY iNTO OTHER COUNTRIES WAS NOT WECESSARILY EASY FOR
THEA TO OBTAld.
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6. M THE LAGHT OF THIS THEY THOUGHT THAT {f THE CHI{NESE PROVED
ADAMANT ON SEPTEMBER 22 THE BEST TACTIC wOULD BE TO TELL THEM
THAT QUR OQWN ViEW REMAGWNED THAT CONTHNUING BRITISH ADMUNISTRAT ION
WAS ESSENTHAL TO CONFIDENCE: BUT AT THE SAME TIME TO INV:HTE THEM
TO DEVELOP AND PROV:IDE FURTHER DETAHLS OF THEIR OwN PLAN AND

il PARTICULAR TO SAY WHAT GUARANTEES THEIR PLANS %WOULD GlVE.

7. MEMBERS DD NOT THINK THAT THE COURSE DESCRIBED N PARAGRAPH
10 OF THE ''PRESENT POSITHON'' PAPER SHOULD 3E PURSUED AT This
STAGE.,

8. MEMBERS TOOK THE WHEW THAT T WOULD NOW BE RAGHT TO REVIEW OUR
PUBLIC RELATAONS STANCE. THEY D4 NOT CONSADER THAT THE TIME

HAD YET COME FOR A FORMAL PUBLIC STATEMENT OF HMG'S POSITiON,

BUT THEY BELIEVED THAT COMPLETE SILENCE WAS NO LONGER TOLERABLE.
A NEW DRAFT POUICY, RECOMMENDNG THE USE OF AUTHOR-LTATLVE

BACKGRGUND BRGLEF INGS, WOULD BE PREPARED FOR DHSCUSSION WITH
MR LUCE DUR:MNG HIS ViShT.
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MY TELNG 1356: FUTURE OF HONG KONG: DISCUSSHON wiTH EXCO

1. EXCO CONTHNUED THE DHSCUSSION REPCRTED N MY TEL UNDER REF

ON 15 SEPTEMBER. AT THE CONCLUSHON OF THE MEETING THE COUNCIL
CONCURRED *fN MY SUMMARY OF THE DiSCUSSION ON BOTH DAYS. THE

TEXT OF TH:iS SUMMARY, A4S IN MIFT .

2. THIS WAS A GOOD MEETHNG. THE COUNCIL HAD NO DOUST THAT T
WOULD BE_RIGHT TO MAINTAEN OUR PRESENT LINE AT THE 22/23 MEET(NG
WTH THE CHINESE AND AGREED THAT THE AMBASSADOR'S OPEMNANG STATEMENT
SHOULD BE ALONG THE L INES OF THE SUMMARY IW YOUR TELNO 896.

THEY CONTNUED TO SHOM LUTTLE 4NTEREST /N THE OPTION DESCRIEED
W4 PARA 10 OF THE POSNTION PAPER AND DD NOT THINK T SHOULD BE
CONSPDERED AT TH!S STAGE. THEY ALL THOUGHT THAT TEE TACTIC OF
ASKANG THE CHINESE TO ELABQRATE ON THEIR PLAN WHILE MAINTALNING
OUR VIEW THAT CONTNUING BRITASH ADMINGSTRATION 4§ ESSENTIAL
4LGHT PROVADE A USEFUL WAY FORWARD AND SAW NO REASON WHY 4T
SHOULD WOT BE DEPLOYED AT THE END OF THE SESSION ON 22/23
SEPTEMBER If THE NEGOT-'ATORS THOUGHT -iT NECESSARY. THEY

CLEARLY REGARDED THIS TACTIC AS A MEANS OF CONTINUMNG THE PURSUT
OF OUR PRESENT OBJECTAVES AND NOT -t ANY SENSE AS A DEPARTURE
FROM THEM, THEY RECOGNISED THAT THERE WAS A R(SK THAT THE
CHIHESE MAGHT LEAK SUCH A MOVE AND SEEK TO B?SRE?RE??NI_lI'

BUT THEY TOQK THE ViEW THAT THE RISK WAS ACCEPTABLE SINCE WE
WOULD WAYE A CREDIBLE PUBLIC DEFENCE (F THE CHINESE DID LGAK

3« SUBJECT TO MIMALSTERS' VEWS ¢ SE VA i GHEVING TRE

NEGOT--AT NG TEAM DHSCRETUGN TO AUDPT THE TACT SUGGESTED BY

THE COUNC L AT NEXT WEEK'S MEETINGS. 4t SHALL BE TELEGRAPHING
SEPARATELY A POSSIBLE SPEAKANG NOTE_wHiCH MIGHT BE USED ON THE
SECOND DAY 4f THE CH{NESE WHOW WO tNTEREST I PURSUING DiSCUSSION

OF UUR FOUR PAPERS. THE AMBASSADOR wWiilL NO CDOUET HAVE COMMEMNTS.




4, THE BULK OF THE DiSCUSSION ON 15 SEPTEMBER wAS DEVOTED TO THE
QUESTION OF OUR Pd LIC RELATIONS STANCE. THE COUNCIL DiD NOT

THINK THAT THE TIWME HAD COME FOR A FORMAL PUBLIC STATEMENT OF
HMG'S POSLTHON (N THE NEGOTHAT.GONS BUT TWEY TOOK THE VIEW THAT
BRAEF ING WHL 3E REQUARED IN

“O | TAT DAC a

SOHE AUTHOR ITATNE BACKCROUND
ORDER TO RESTORE PUBL/IC MORALE AND COUNTER THE (INTERSIFIED
PROPAGANDA CAMPA{GH WHICH THE CHINESE HAVE B‘F'.EN CONDUCT ING. THEY
LOGK FORWARD TO DESCUSSING THIS FULLY wiTH MR LUCE WHEN HE (S
HERE. { wiLL TELEGRAPH SUGGESTIONS SHORTLY

—.
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