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Mr. Michael K. Deaver 
White Bouse 
Washington, o. c. 20500 

Dear Mr. Deaver: 

It ·ia my pleasure to relay the attached telex which 
was received t:hia lllOrning frcn Bong Jtong. 

our operators triad to send the message to you via 
our telex, but after several converaationa with the 
Ccamunicationa Agency at the White House, it was 
determined that our RCA and Sideral equipment is 
not compatible with the equipment there. 

Under the cir0UJRatancea, it was decided to use 
Pedaral Expreaa to get the message to you as soon 
as poaaible. 

PL:sm 
enclosure 

Yours sinoerely, 

c.c. Mr. Joseph w. Canseri 
~ 



JU~E 8~ 1981 SM/8S 

MR~ MICHAEL X~ DEAVER 
WHITE HOOSE 
WASHINGTON, D~C~ 

DEAR MR~ DEAVER: 

I AM GRATEFtn. TO YOU FOR ARRANGING AN UDIENCE WITH PRESIDENT 
REAGAN ON JURE 12 OR 15 THROUGH MR~ JOSEPH CANZERI~ INASNUCH 
AS PAUL LEE AND I ARE LEAVING TODAY FOR MEXICO TO SEE 
PRESIDENT AND MRS~ JOSE LOPEZ PORTILLO IN MEXICO CITY ON JUNE 
10, I WOtJLD GREATLY AP~RECIATE IT, ONCE THE AUDIENCE HAS BEEN 
AnRA~GED, IF YOU W1LL FLEAS£ ASK MR~ CAffZERI TO CONiACT 
MRS~ SHIRLEY MIS£L AT <212) 581•4064 OR !Y TELEX AT 
710-581•5596 WITH THE DETAILS~ 

BEST REGARDS TO YOU AND CAROLYN~ 

, SIR YUE•KONG PAO 
WORLD•WIDE SHIPPING GROU? 

- ---------,---



· Sir Yue-Kong 

Mr. Michael Deaver 
Deputy Chief of Staff 
White House 
Washington, D.C. 
U. S. A. 

Dear Mr. Dea:-ver, 

WORU>-~B ~2G~::J ~ 
20/21ST FLOORS, PRINCB'S BIDO. 
HONO KONO 
TEL1 H-242111 

April 30, 1981. 

Having returned to Hong Kong from an extensive trip, I am 
just writing this short letter to say what a pleasure it was 
to meet you at the dinner kindly hosted by the Countess of 
Romanones at her apartment on April 21 and how much I enjoyed 
as well as benefitted from the talk that we had on the occasion. 
Since business and personal commitments have now made my visits 
to Washington fairly frequent, I do look forward to the pleasure 
of seeing you again. 

I was delighted to read news and see pictures of the President 
back at the reins of the nation after his recent ordeal and 
cannot but marvel at his vigour and his great dedication to 
duty. He is a man I deeply admire and it has always been my 
fervent hope to have the opportunity of visiting him to pay 
my personal respects. Knowing your position and your close­
ness to the President, I would be grateful for anything you 
feel you could do perhaps to make possible an appointment for 

y ime it his schedule and convenience. My New 
ork associate, Pau Lee, of World-Wide Marine, Inc. (Tel. 

(212) 581-4064) be only too pleased to relay any message 
h and I, of course, could fly to Washington 

Should your travels ever take you to this part of the world 
and if there is anything at all I could do for you here, please 
feel free to let me know. 

With kindest regards to you and Mrs. Deaver, 
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MEMORANDUM ti / //~ 

&J<J6t 
NATIONAL SECURITY COUNCIL ~ 

~ 

1982 &&78' April 23, 

FG01~ 
MEMORANDUM FOR NORMAN BAILEY T?r 
FROM: RICHARD CHILDRESS p FG03&1 

(1,,/Jpo/-&.2 
SUBJECT: Hon~ Ko n Monday , April 26 

If we learned anything in the last administration, it was that the 
public berating of Japan on this issue is not productive. We need 
the message to be clear, but not demeaning, we need the message to 
be public, but positive in tone, not negative. 

I have made some fixes to reflect a different tone, but it is a 
tough speech to fix and delivery in its current form during the Vice 
President's trip is not feasible. 

Attachment 

Tab I McNamar Draft Speech 

cc: Don Gregg 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON. D.C. 20220 

April 22, 1982 

MEMORANDUM TO: STATE 

FROM: 

~NSC 
USTR 
COMMERCE 
OASIA 
MCLAUGHLIN 

R. T. McHamar 

SUBJECT: Hong Kong Speech on Monday, April 26 

Attached is the penultimate draft of a speech to 
be delivered in Hong Kong on Monday. 

In light of the Vice President's trip in Asia, the 
forthcoming second Japanese trade package, and any other 
issues, I would appreciate any specific policy or editorial 
concerns that you have. 

I appreciate your review of this. I don't believe it 
breaks any new policy ground, but the message to the 
Japanese is fairly strong. 

Due to travel schedules, I would need any changes by 
10:00 a.m. tomorrow. Please phone them to Mary Chaves in 
Treasury at 566-5087. 

Attachment 



For Release Upon Delivery 
Hong Kong 
April 26, 1982 

REMARKS BY THE HONORABLE R. T, MCNAMAR 
DEPUTY SECRETARY OF THE U.S. TREASURY 

BEFORE THE 
AMERICAN CHAMBER OF COMMERCE IN HONG KONG 

Trade and Finance in the Pacific Basin 

The United States has a strong, direct interest in the 

countries of the Pacific Basin. We work jointly with the Pacific 

nations to enhance our mutual security, assist in their economic 

development, and encourage mutually beneficial trade and invest­

ment flows. Today I'd like to mention some of the key figures in 

the economic area: 

U.S. trade with the Basin countries -- including a number 

of key developing countries as well as China, Australia, 

New Zealand, and Japan -- totaled about $127 billion in 1981, 

more than our trade with all of Western Europe. 

American bank assets in the Basin exceed $45 billion. 

U.S. Export-Import Bank exposure in trade with the region 

stands at about $10 billion -- or nearly 30 percent of its total 

portfolio. 

The U.S. direct investment position in the area reached $22 

billion in 1980, with the bulk of this in petroleum development 

and refining. 
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Members of the Reagan Administration, perhaps more than any 

other in recent memory, have a special interest in developments 

in the Pacific. Since so many of us are from California, we 

look towards the world across the Pacific Ocean -- not just the 

Atlantic. Where I lived the Asian influence is evident in our 

food, our gardens and even our architecture. I saw the Pacific 

each day on my way to work. Accordingly, I do know that the larger 

ocean -- and ultimately the fastest growing economies of the world 

are in Pacific Basin, not the North Atlantic. 

The Pacific Basin is, in many respects, the growth area of 

the future. It is already the burgeoning area of today. 

Take Japan for example. During the 1960's Japan's real 

growth rate was a phenomenal 10 percent per year. Following 

Japan's lead came Hong Kong, Korea and Taiwan with similar growth 

rates of more than 10 percent per year during the 1970's. They 

outpaced the growth of Japan, and were well above U.S. and 

European growth rates for this period. The Pacific Basin is 

truly the world's most dynamic growth area. We expect it to 

continue to be so for the foreseeable future, though recent 

spectacular growth rates may not be sustained. 

As with Japan, the economic growth of these newly developed 

nations has benefited substantially from their ability to export 

and in particular, their ability to export to the United States. 

-- Exports account for 30 percent of Korea's GNP, and nearly 

50 percent of Taiwan's, while Hong Kong, as an entrepot for trade 

with China, is even more dependent on international trade. 

-- The combined exports of Hong Kong, Korea, and Taiwan more 

than tripled between 1975 and 1980, as did their exports to the 
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United States. 

-- The United States now takes one-fourth of total exports 

from the Pacific Basin's developing countries -- a larger share 

than any other single industrial nation, including close by Japan. 

Thus, access to markets, and continued access to the U.S. 

market in particular, is essential to the future economic growth 

of the Pacific Basin countries. The Reagan Administration is 

committed to maintaining open markets at home. Indeed, access 

to other markets is a cornerstone of U.S. economic development 

policy. 

Frankly, our own record is not absolutely pure, most recently 

in the area of automobile imports. And, continuing U.S. restric­

tions on imports of textiles and dairy products also are of 

special concern to some of the Basin countries. 

Hong Kong, in particular, depends on its textiles industry 

for more than 40 percent of domestic employment and a similar 

proportion of its exports. And, trade in textiles does remain a 

sensitive issue both here and in the United States. Yet despite 

our trade restraints, the United States continues to be Hong 

Kong's biggest market for textiles. 

The U.S. record is stronger with regard to shoe imports. 

The Reagan Administration has completely terminated previous 

import restraints on shoes from Korea and Taiwan. 

Overall, the U.S. remains the largest, most open market for 

the countries of the Pacific Basin. However, long term trade 

must b~ a two-way street. We will find it increasingly difficult 

to maintain an open market at home, if other countries exclude •• ... ? 

r i-r , r ,, ; c, r •. \.r.:;.,..{,, ., ... ,,,,,,,_, 
v,~ ·rf ~\on_t)~ 1.,.. l' ' ' .J If 

\ .t, V ~ •• J -k.~ . .l.J..A ,,,·y f..,•vt,-.J,l',,t" 
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Just as the Pacific Basin countries depend heavily on exports 

to the United States, so too the United States depends on access 

to Pacific Basin markets for goods, services, and investment income. 

We must mutually continue to assure that our doors are open to each 

other. 

u.s.-JAPANESE TRADE 

The world multilateral trading system is an integrated organic 

system. And, the future economic growth of the Pacific Basin will be 

affected by developments both within and outside the region. 

The most important factors in that future will not be the avail­

ability of foreign aid or the level of interest rates on foreign 

bank loans. Bluntly put, the shape of that future may hinge on the 

U.S.-Japan trading relationship. 

U.S.-Japan trade relations are today at a critical crossroads: 

If Japan moves to liberalize access for foreign goods which 

compete with Japanese products, the global community, including 

Japan and other nations of the region will benefit substantially. 

-- If Japan does not move forcefully and convincingly, there 

are mounting pressures abroad -- as well as in the United States -­

for responses that will not only increase the risk of a trade war, 

but even the unravelling of the international trading system itself. 

The dangers are real and the time for meaningful actions is short. 

Too many observers view U.S.-Japan trade frictions as an inevit­

able by-product of a large U.S. trade deficit with Japan. 
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Let me emphasize that the U.S. Government's objective is not 

to seek balance in U.S.-Japanese trade or in any other single 

bilateral trade account. Trade balances will properly vary with 

competitive conditions over time. 

Rather, )Ur concern is not with a particular statistical 

balance but with a much more fundamental problem: our lack of ability 

to sell U.S. products in which we have a clear competitive advantage 

in the Japanese market. In this context, the trade deficit inevitably 

tends political fodder to those in Congress and in the American 

public in general who view the japanese market as closed to our goods 

and who want to respond with similar restrictions on Japan's access 

to American market. This lack of access to Japanese markets spawns 
<.1 

calls for "re~procity". 

As a consequence, there are strong and growing pressures in the 

United States and elsewhere for retaliation against Japan. The 

European Communities is pursuing a complaint against Japan under the 

international trading rules. Taiwan has imposed a ban on imports of 

1,500 products from Japan. Frustrated by the lack of openness in the 

Japanese economy, many U.S. business interests want to impose similar 

restrictions in Japan's access to our market. 

Certainly Japanese products have penetrated many of our markets: 

22 percent of the U.S. auto market, 90 percent for motorcycles, 100 

percent for video recorders, 70 to 80 percent for 64 K-RAM semi­

conductors, and so on. Iti Japan there is virtually no manufactured 

gocc. in which imports from one country come close to such high 

market shares. This is most frustrating where U.S. goods are clearly 

competitive in both price and quality, yet our market shares are kept 

art if icjilly low. 
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r-:>pp~~ 
As appealing as retaliation fi..ee.ms on equity ~ro1,H1d~ the 

~ ~.1·.,t...4-J... ,.C.Q.~• 

Regan Administration ra.;esn' t ws.nt to st~rt clown this patty We 

remain firmly committed to the principles of free trade. But we 

will act not as purists to be taken advantage of, but as pragmatists. 
l<AJC.-- -.o'f 

We /iI.on't thinil retaliation would in the long runAbe beneficial 

to the U.S. economy -- and we fear that retaliation against one 

country would simply signal the start of successive rounds of 

protectionist measures by many countries. 

Instead, we are determined to improve access to Japan's 

market. We firmly believe that further liberalization on the 

part of Japan is the only solution to current trade frictions. 

And, the nations of the Pacific Basin have a common interest in 

seeking greater access to Japan's market and, at the same time, 

preserving global free trade. 

In this regard, I should say that Japan has already under­

taken significant liberalization. Japan's most recent effort to 

liberalize 67 non-tariff barriers represents a good start, but 

much more needs to be done. At a minimum, the Government of 

Japan, in its policies and guidance to the private sector, should 

allow the free access of competitive foreign goods. Such a 

change would mean a departure from the Japanese Government's 
t,ur #,1: /u11,e-.1:. A HOii€ /Al Tl-hL 1>IA.t.C..7r~..J 

t_rad i tional outlook on imports, ~nd we t-hlnk it's t i.me----f.e.r, s1Jc;:h._.a 
J~ .,~l.A:5~" -rl.1; ,,,.() . . . __I_ ' 'li!E" "1'Go:lc... ~ piu,7ec.71owS7 Vo«:.B" ~,~ -ot:ComE c,u,s,01; c,i,:: :!JO~,../, 
ehange. 

In the immediate post-war period, Japan was indeed a poor 

developing isolated island country with many talented people and 

few natural resources. It was a country that desperately needed 

to export in order to pay for its critical imports of food and 
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raw materials. During this period of economic uncertainty for 

Japan, the United States as the largest and strongest economy in 

the free world, led the way in rebuilding and liberalizing the 

world trading system. Through the Marshall Plan and persistent 

advocacy of open markets at home and abroad, the United States 

helped create a world economic and trading environment in which 

Japan could recover and develop. In the last 3 decades, that 

has changed. 

Today Japan is one of the world's largest economies. Its 

manufactured products are known the world over for quality and 

value; its highly developed economy, even in the face of successive 

oil price hikes in the 1970's has remained strong. ~~ ~~ 

But along with economic strength,,~ responsibilit..,_A No ~. 

country has benefited from an open world trading system as much 
•. cc • ,_ {A,v o,,,'1_ 

as Japan. {Jet despi~lhese unquestioned benefits(Ro majo,; r 
~-t . .:.~ 1!;,,,,;i. A :F~.E ~1)£ f!!AIVl/f.ON/t1,:,VT ?°NIIJT IJL:Ti,.,,A"l"Gi ~7'E"c.T.s 

country bas been a~ Ufliquely reJ~ct.ant to open itg-o---own--m-a-r---ke-t---as 
::::iApi:hJ -7"1Z.o,M, Hie ~,u,,.,,,;Al7 f'/7.07ec...riew~7 S.£•-:t,~~-
Japan ~ . f r, 

ASS~f•o-' • ti..&, Tu1..._ 

[t--4.s ti roe Eoi} Japan's~ assr.,u~ responsibilities commensurate 

with its economic prominence and the gains it reaps from access to 
""'ic..L l'IRJ~? ~ /0~1 ~ ~,,,_;.., ~ .d.&. .Cc.c._ . 

markets abroadA The United States took the role of leadership 

in promoting the post-war liberal trade system, with the latest 

round of negotiations kicked off in Tokyo itself. ~o!lJapan 
. tlJ 

~ assumt a leadership role as a full partner with the other 

industrialized countries;_ A ...,vc-f lo7,;_,,.l c-~ • 

Qbe Gouiii;nment of JapaR must graduate from it~ lonq=&tanding) 

policy of grudging liberalization, undertaker. only after intense 

pressure and threats from trading partnersJ Tais is not a credible .... .) (';;' 
or sustainable policy approach for~ country to pursue. ~eeour~ 
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to::: arguments that ,Japan is a poor. ex;port-depeooent caimti;y 

Wflose domestic markets must be protected economic reality. 

Japan has an extraordinary opportunity to advance the free trade 

system by opening her own markets, and an extraordinary interest 

in taking full advantage of that opportunity. Failure to do so 

will inevitably result in long term Japanese economic isolation, 

and threaten the very existance of the open trading system itself. 

We and other countries of the Pacific Basin share a common interest 
-f'e,-,1 s e,o,.,-1, tc., ~ --,. d'°'" Tlt,".s «. fl-1 I'~. 

in assuring that Japanl[aderst.nds tbis messagE:3 I 

FINANCIAL SERVICES AND MARKET ACCESS 

Increased access to Japan for manufactured goods is not our 

sole concern. Throughout the Seventies, U.S. service industries 

have grown dramatically, making important contributions to GNP, 

employment and the balance of payments. Of the 19 million jobs 

created in the U.S. between 1970 and 1980, 85 percent have been 

in the fast-growing service sector. U.S. service industries are 

competitive and innovative. However, they have become increasingly 

concerned about restrictions on their access to foreign markets 

and limitations on the types of services they can offer. 

For example, U.S. insurance firms often complain of being 

stymied in their efforts to offer innovative products in markets 

such as Japan and Korea. In these markets they face long licensing 

delays, intense regulation, and other restrictions which make it 

difficult to broaden the scope of the services they may provide. 

Although in some instances domestic firms may face the same 

limitations in their own countries, such restrictions serve to shield 

less competitive domestic firms from innovative foreign competition. 
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One area, of particular concern to Treasury, however, 

are financial markets. I would like to comment specifically on 

our efforts in the banking, securities, and capital markets areas, 

particularly in Japan. As you know, the United States is strongly 

committed to the principle of free and open financial markets, 

both domestically and internationally. 

Our international objectives are basically two-fold: 

(1) national treatment, and (2) the right of establishment. 

National treatment is the cornerstone of our government's 

policy both for foreign banks within U.S. markets and U.S. banks 

operating overseas. Foreign banks are permitted to participate 

in our financial markets on almost exactly the same terms as 

domestic institutions. Indeed we permit 6 of our 10 largest 

California banks to be foreign owned. 

As you in Hong Kong have benefited from your experience as 

a major financial center, so we have benefited from the presence 

of foreign banks. They have increased competition, introduced 

new services, and brought access to new sources of foreign capital. 

Likewise we expect American financial institutions will be 

allowed to compete in foreign markets on equal terms with local 

banks. This is, of course, beneficial to both countries. And 

most major countries already extend "national treatment" to 

foreign banks. Moreover, there is a discernible trend towards 

liberalization of regulations governing the activities of foreign 

banks. 

It is particularly important that we continue to make progress 

in creating this "level playing field" internationally. It is 
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the most effective defense against the pressures for protection 

and retaliation that are becoming a more widespread and troubling 

characteristic of the international environment. We in the 

United States have a strong commitment to open financial markets, 

but we cannot maintain -- by ourselves the open international 

financial system that has served the world so well. We need the 

help and support of all other countries. 

The United States also strongly believes that U.S. banks 

should be accorded a reasonable right to establishment in foreign 

markets, particularly if we in the United States offer similar 

acc~ss to foreign banks. If foreign banks are prevented from 

establishing branches in the first place, the question of "national 

treatment" is moot. 

This leads me to a final point -- the question of restric­

tions on international capital movements. The United States 

imposes no restrictions on the flow of funds into or out of the 

country. Neither does Hong Kong. But we two are more the excep­

tion than the rule. Few countries do not impose restrictions 

of one form or another on movements of capital across their 

national borders. This is regrettable. Such restrictions, even 

if temporary and designed to deal with special circumstances, 

inevitably distort the international allocation of capital and 

reduce the efficiency of the financial system. 

But it is a much more serious matter when countries deny 

foreigners access to their capital markets on routine, regular, 

sustained basis. This distorts world financial markets. 
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No country that protects its domestic financial markets can 

be a full partner in the world's open trading system. Obviously, 

domestic financial restrictions can and do have international 

repercussions and vice versa today. 

For example, many observers believe that Japan restricts 

access to its capital markets as part of an overall national eco­

nomic policy to keep the yen at some artificially low rate. --st.If 
~R..UC.. ,I 

~otlrsG., this in turn promotes the export of Japanese manufactured 

goods, particularly to the European Community and the United States 

market_~ [flris would amount to a policy of the Japanese governn:,ent 

to promote exports of manufactured good}! while prohibiting access 

k 
s.v..J.._ . 

to Japanese mar ets. ~has.c policies, whether only widely perceived 

as such or intentionally pursued, undermine the principles of free 

trade, and inevitably exert irrepressible political pressures to take 

short-sighted protectionist measures in countries that have forced 

their domestic industries to compete on a worldwide basis, and 

faced the attendant temporary unemployment, dislocation of workers, 

and political pressures to protect even weak and ineffective 

industries. It is in the interest of all nations that we demon­

strate the resolve, and find the means, to resolve these difficult 

iss~es in a way that strengthens the open international financial 

system. 

To be fair, the Japanese financial system has undergone 

transformation d~ring the past decade. The Japanese government 

has encouraged a more market-oriented domestic financial environ­

ment and has permitted increased foreign participation in the 

Japanese financi~l market. The United States welcomes these 
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developments and hopes Japar. will continue to progress rapidly 

along the path of freer financial markets. 

Despite this limited progress, Japan nevertheless maintains 

certain capital controls which largely through informal "adminis­

trative guidance", impede access to Japanese financial markets 

either potentially or actually. These controls relate primarily 

to limitations on banks' external yen and dollar lending, and to 

quantitative ceilings on foreign security placements in the 

Japanese market. And they are maintained largely in view of 

balance of payments and exchange market considerations. The 

United States encourages Japan to continue to open its markets, 

with the objective of permitting foreign borrowers to raise yen 

financing on an unrestricted basis, both through the commercial 

banking system and through the bond markets in Japan. 

In lin~ with greater financial liberalization, the Japanese 

authorities have acted to equalize the treatment between foreign 

and domestic financial institutions in Japan. For example, U.S. 

commercial banks are now able to establish representative and 

branch offices, solicit individual deposits, issue certificates 

of deposit, and participate in the money market. Moreover, 

Japan's new bank law includes the principle of national treatment 

for foreign and domestic financial institutions. As you probably 

know, this law will permit foreign banks to incorporate under 

the Japanese commercial code and thereby form subsidiaries which 

could merge with other Japanese financial institutions, subject 

to Japanese fair trade laws. 
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In the securities area, progress also has been significant. 

This month, the charter of the Tokyo Stock Exchange (TSE} was 

revised for the first time to permit foreign membership. In 

addition, by the third quarter of 1980 foreign securities dealers 

will be allowed to retain the same percentage of commissions on 

their TSE transactions as Japanese non-members. A U.S. firm has 

now co-managed a domestic public yen issue; and U.S. firms have 

also participated in private placements. 

The United States applauds the progress made by Japan in 

these financial areas. Some problems still exist regarding the 

equal treatment of foreign and domestic financial institutions 

by Japan. 

Perhaps more significant, is the real difficulty experienced 

by U.S. financial institutions in trying to establish themselves 

in the Japanese market. This may be due in part to the fact 

that Japanese financial firms are extremely competitive, and 

also to the general decline in Japanese demand for funds resulting 

from slower economic growth. But we suspect it is also due to 

the strong and often close financial relationships which Japanese 

financial institutions have with the Japanese industrial structure. 

The United States wants U.S., other Asian and European financial 

institutions to be given the opportunity for full competition in 

the Japanese markets. 

CONCLUSION 

In the trade area, pressures for protectionist U.S. actions 

have never been stronger. Significant, early progress is essential 

to future U.S.-Japanese economic relations, to our common interest 
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in access to the Japanese market, and to the continued stability 

of the international trading system. 
bl£ ,-.);SJ... "1; IV&t.- I ~,J 

C'P'Fte tiffie bas co~e ~e~ JapaR to gracYa~ to its rightful 

position of full economic partnership in the international 
~ ~ ~ 

economic community,~ to aCCQpt its prop~.9 responsibilities 

as a first tier economic power across the full gamut of inter­

national economic activities. And where Japan should be the 

first, and at present the most important, country to assume such 

responsibilities, we hope that the newly industrialized countries 

of the Pacific Basin and the Americas, as well, will soon follow 

suit. 

... 
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WASHINGTON 

Menorandum for F.clwin Harper 

Fran: Eric Garfinkel E(i-

Subject: Hang Kong 

Hong Kong supports the U.S. agenda for 
the GATI' Ministerial. Hong Kong has a 
particular interest in proposals for a 
new GATI' work program in the areas of 
high technology trade, services and 
investment. 
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THE WHITE HOUSE 

WASHINGTON 

October 22, 1982 

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ 
THE SECRETARY OF STATE 

FROM: EDWIN L. HARPE~ 
ASSISTANT TO T~~RESIDENT FOR POLICY 
DEVELOPMENT 

On October 21, Tom King, President of the American Chamber of 
Commerce in Hong Kong, called from Hong Kong to express his 
concern and that of his Board of Governors about the 
apparently rapidly deteriorating situation in Hong Kong. 

Although the American Chamber, the British government, and the 
local Chinese leadership talk great optimism publically, 
privately the local Chinese and the American businessmen are 
very much concerned. The local Chinese are buying U.S. 
dollars in equities and there is evidence that non-Chinese 
managers are leaving Hong Kong. 

The local Chinese and the American business community do not 
believe that the UK is managing the negotiations well nor that 
they will stick up · for U.S. interests. In fact, the U.S. has 
far more at stake in terms of a dollar investment in Hong Kong 
than does the UK. Specifically, Mrs. Thatcher during her 
recent visit, came down very hard on the Chinese and 
antagonized them. The Chinese like to argue vigorously as 
long as the argument can end without their losing face. 

The PRC's less concerned about the economic situation and only 
concerned about soveriegnty. 

King said his point was to stress that the present situation 
was deteriorating rapidly and to express that he hoped the 
U.S. could find some way to discreetly let it be known that it 
is interested in the favorable outcome of the negotiations and 
that the Hong Kong situation is not tied to Taiwan. 

I told Mr. King the following: 

1) I would relay his concerns to you. 
2) That he should consult with Burt Levin, our very competent 

Consul General and Sir Edward Youde (the American Chamber 
Board will meet with Governor Youde on November 22) 
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3) That he should assume that negotiations of this kind must 
be carried on in private and that he should not expect to 
hear about everything that is going on - I stressed that 
this was not to indicate that I had any knowledge of 
anything going on. 

At this point, no action is required on your part but I wanted 
you to be aware of the fact that, in the eyes of local 
American businessmen in Hong Kong, the situation is 
deteriorating rapidly and if there are things that we can do 
to shore up that situation, we should. 

cc: Judge William P. Clark 
Ambassador William Brock 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

ACTION 

MEMORANDUM FOR ROBERT C. 

FROM: GASTON J. 

MCFARLANE 

SIGUR/~~ 

July 10, 1984 

SUBJECT: Hong Kong Self-Salvation Movement's Goals 

The U.S. Consul General in Hong Kong forwarded to State a letter 
from the Hong Kong Self-Salvation Movement to the President (Tab 
B). They are concerned about the future of the Crown Colony 
under Chinese control. State has prepared a draft response (Tab 
A). It seems to me that neither the President nor you should 
sign this. I will do so, if you think it appropriate. 

RECOMMENDATION: 

That you approve my si ing the draft letter to the Hong Kong 
Self-Salvation Moveme 

Attachments: 
Tab A Outgoing letter 
Tab B Incoming letter 



Suggested Reply 

Dear Messrs. Tang and Chow: 

Thank you for your letter of May 3 regarding the Hong Kong 

Self-Salvation Movement's goals. As you know, the United 

States Government has consistently expressed its position that 

the future of Hong Kong is a matter to be resolved by the 

governments of the United Kingdom and the People's Republic of 

China themselves. We look forward to a resolution to the talks 

which is agreeable to all concerned and which preserves the 

stability and prosperity of Hong Kong. 

Thank you for sharing your thoughts with me on this 

critical issue. 

Sincerely, 

Mr. Tang Fat, Chairman 

Mr. Chow Hing-Chuen, Executive Secretary, 

Working Committee, 

Hong Kong Self-Salvation Movement, 

Room 14, 

4th Floor, Nathan Road, 

Kowloon, 

Hong Kong. 



S/S 8419236 

United States Department of State 

Washington, D. C. 20520 

... 
July 9, 1984 "'y jLJi_ g PIO: 55 .. 

MEMORANDUM FOR MR. ROBERT C. MCFARLANE 
THE WHITE HOUSE 0 -

', C vv, 1 

Subject: Self-Salvation Movement's goals 

Consulate General Hong Kong forwarded the attached letter 
to the Department for transmittal to the \'vhi te House. The 
letter conveys a message to the President from a nascent 
self-determination organization in Hong Kong. 

The Department has attached a suggested reply for White 
House staff signature. 

Ch~ ill E;:~~::v~ Secretary 

Enclosure: 

Draft response. 



Mr. Ronald Reagan 
The White House, 
Washington, D.C. 

Dear Mr .. President, 

Working Committee, 
Hong Kong Self-salvation 
Movement, 
Room 14, 
4th floor, Nathan Rd., 
Kowloon, 
Hong Kong. 

May 3, 1984. 

As you well know, Britain announced recently that it intends to 
turn Hong Kong over to China in 1997. Many of our five million 
citizens regard this development as a threat to their lives, 
liberty and property. 

At this turning point in Hong Kong's history, we feel it is our 
duty to fight for and try to preserve the free society that we 
have come to love and cherish. It is our intention, as private 
citizens of this territory, to ask the British Parliament to 
weigh carefully the hopes and fears of our people before 
reaching any agreement with China over our future. 

To accomplish our goal, we hope to turn to the international 
community, especially the free world, to lend us its understanding 
and support. Consequently, a delegation of seven of our 
representatives are applying for the appropriate visas so they 
can embark on a mission to petition, not only the British 
Parliament in London, but the United Nations in New York as well. 

We hope you are sympathetic with our cause, and we hope that you 
and your government will grant us the necessary visas. Our delegation's 
expenses will be borne fully by our organization. We also guarantee 
that every delegate will return to his home in Hong Kong upon 
conclusion of the mission. 

With our best wishes, we are 

sincerely yours, ~-f!j./ 
Tang Fat, chainnan 
Chow Hing-chuen, executive secretary 

rtJ/}1if 
c.c. Burton Levin, Consul-General of the United States of America, 

Hong Kong. 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

July 16, 1984 

Dear Messrs. Tang and Chow: 

244317 
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Thank you for your letter of May 3 regarding 
the Hon Kong Self-Salvation Movement's goals. 
As you know, the United States Government has 
consistently expressed its position that the 
future of Hong Kong is a matter to be resolved 

t _,g;;:~ 
by the governments of the United Kingdom and 
the People's Republic of China themselves. We 
look forward to a resolution to the talks which 
is agreeable to all concerned and which preserves 
the stability and prosperity of Hong Kong. 

Thank you for sharing your thoughts with us on 
this critical issue. 

1, 

Sincerely, ,,.-. g - , \ 

' ;t;~ ___ -)-:.,, ,QuA.J 
/ · Gaston J ./ -SigurJ' 

Special Assistant 
to the President 
and Senior Director 
of Asian Affairs 

Mr. Tang Fat, Chairman 
Mr. ~ Chow Hing-Chuen, Executive Secretary 
Working Committee 
Hong Kong Self-Salvation Movement 
Room 14 
4th Floor, Nathan Road 
Kowloon, Hong Kong 

j 0:~:· ~}~::: 
.. . : ', 

·­.. 
• • • ,l, 

·:.· .• .. 
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7573 
MEMORANDUM 

NATIONAL SECURITY COUNCIL 

October 9, 1984 

INFORMATION 

MEMORANDUM FOR ROBERT C. McFARLANE 

FROM: GASTON J. SIGUR e,,C:J, 

SUBJECT: Heritage Foundation Executive Memorandum on 
Sino-British Agreement on Hong Kong 

I had a lengthy meeting the other day with Martin Lasater of the 
Heritage Foundation and we discussed the Sino-British Agreement 
on the future of Hong Kong. The piece that he wrote, following 
our discussions, is a good one and supportive of our statement on 
the agreement. I have underlined the appropriate conclusions he 
reached toward the end of his write-up. 

Attachment: 
Tab A Executive Memorandum of The 

Heritage Foundation 

cc: Bob Sims 
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I had a lengthy meeting the other day with Martin t asater of the 
Heritage Foundation and we discussed the Sino-British Agreement 
on the future of Hong Kong. The piece that he wrote, following 
our discussions, is a good one and supportive of our statement on 
the agreement. I have underlined the appropriate conclusions he 
reached toward the end of his write-up. 

Attachment: 
Tab A Executive Memorandum of The 

Heritage Foundation 

cc: Bob Sims 

2?c5C7 fc/t17573 
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HONG KONG'S FUTURE -A-ND TAIWAN'S 

The Sino-British agreement on the future of Hong Kong initialed 
September 26, 1984, truly is a history-making document. Not only does 
it provide for the transfer of Hong Kong back to Chinese sovereignty, it 
seems to demonstrate Beijing's willingness to resolve outstanding histor­
ical issues peacefully. It also reconfirms the Deng Xiaoping regime's 
commitment to the pragmatic modernization of China. 

In accepting the agreement, the Beijing government has assumed 
grave responsibilities. The residents of Hong Kong and the international 
community will monitor China's actions careful!¥ in the years ahead. 
Any move by Beijing or the chief executive appointed by the Central 
Government after 1997 to change the letter or intent of the agreement 
will likely undermine Hong Kong's stability and call into question the 
People's Republic of China's (PRC) credibility as a partner in interna­
tional agreements. 

It is in China's inte·rest that the formula of "one country, two 
systems" succeed in the case of Hong Kong. Some 30 percent of China's 
foreign reserves come through trade with Hong Kong. Moreover, the finan­
cial, technical, management, and entrepreneurial skills of Hong Kong's 
residents could play a vital role in China's own modernization. Without 
this modernization, China will remain a secondary power in world affairs. 

Yet, whether Beijing actually will permit capitalism to function in 
what is to be the Hong Kong Special Administrative Region may be called 
into serious question. No one knows how future PRC governments will 
view a capitalistic Hong Kong-. Further, communist bureaucrats are 
intrusive by nature. That they have little knowledge of how the free 
market functions increases the possibility of damage to Hong Kong through 
their meddling. Finally, there is a nagging problem of previous PRC 
policy reversals. In 1951, for example, China promised Tibet that it 
was.,aentitled to regional autonomy and that its political, religious, and 
cultural life would not be interfered with by the central Chinese govern­
ment. A few months later, Beijing added supplementary provisions to the 
agreement nullifying the promises given the Tibetans. Similarly, many 
industrialists currently residing in Hong Kong escaped from Shanghai, 
where the communists, prior to their takeover in 1949, assured the 
residents that their private property would be respected. 

Understandably, the very groups responsible for Hong Kong's success 
are most skeptical its future. These intellectual, entrepreneurial, and 
economic elites have seen their counterparts suffer greatly on the main­
land under the communists. Yet, without their constructive participation, 

Note: Nothing written here is to be construed as necessarily reflecting the views of The Heritage Foundation or as an 
attempt to aid or hinder the passage of any bill before Congress. 
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Hong Kong's future is bleak. How Beijing will win these groups' alle­
giance is a critical question, because unlike the bulk of Hong Kong's 
~opulation, these elites can flee Hong Kong should they find conditions 
intolerable. 

Since the Sino-British accord reunites Hong Kong to China, some 
have seen the arrangement as a model for Taiwan's reunification with the 
mainland. Yet, there are significant differences between the two situa­
tions. In the first place, unlike Hong Kong, the Republic of China on 
Taiwan (ROC) is governed by Chinese; its residents have a 9reat deal to 
say about their own future. Any 9overnment in Taipei seeking reconcilia­
tion with the mainland must have island-wide consensus or risk social, 
political, and economic disruption. Whereas the people of Hong Kong 
have no choice concerning the agreement, the people of Taiwan will play 
a verr active role in defining the conditions--if any--under which the 
ROC might be incorporated into a unified China. 

Also very different are the kinds of threats that Beijing can 
direct against Hong Kong and Taiwan. China can im~ose its will on Hong 
Kon9 because of the geographic proximity of the mainland and the terri­
tories' dependence on China for vital necessities and commercial oppor­
tunities. By contrast, Taiwan is se~arated from the mainland by 100 
miles of ocean, is independent of mainland supplies and markets, and 
could mount an impressive resistance to any PRC attempt to force reunifi­
cation. Use of force by Beijing, moreover, would trigger provisions of 
the Taiwan Relations Act (TRA), which commits the United States to 
assist Taiwan to maintain its defense capabilities. According to the 
TRA, any threat to Taiwan is "of 9rave concern to the United States" and 
will necessitate "appropriate action" by the President and the Congress. 
Most Americans do not want the future of Taiwan to be decided by force. 
This gives the people of the ROC a great deal more security than that 
enjoyed by those in Hong Kong. 

Still, the ROC will watch carefully how China fulfills its commit­
ments to Hong Kong. Chinese on Taiwan want to be part of a reunited 
China, albeit one ruled in a far less totalitarian and socialist manner 
than is the mainland today. Since Taipei's experience with previous 
communist compromises is not reassuring, the Chinese on Taiwan will want 
to wait and see how Beijing handles Hong Kong after 1997. They also 
want to know what Beijing plans for Hong Kong at the end of the 50-year 
grace period of capitalist and communist coexistence. 

The s owever, wi y 
on Beijing's actions. If the agreement is honored and the subsequent 
basic law promulgated by Beijing is fair to the people of Hong Kong, 
then the September 26 agreement will fulfill its historic purpose. 

Th e the British and 
£_hinese 1ga ions. 

Martin L. Lasater 
Policy Analyst 

For further information: 

"Hong Kong Sees the Future: Will It Work?" New York Times, September 27, 1984, pp. Al, 
A12-A14. 
"Hong Kong Clears a First Hurdle," Wall Street Journal, October 1, 1984, p. 32. 
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