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THE WHITE HOUSE 

WASHINGTON 

cL;,_ ----
December 24, 1981 

7336 

MEMORANDUM FOR THE VICE PRESIDENT 

SUBJECT: 

THE SECRETARY OF STATE 
THE SECRETARY OF THE TREASURY 
THE $ECRETARY OF DEFENSE 
THE SECRETARY OF COMMERCE 
THE COUNSELLOR TO THE PRESIDENT 
THE DIRECTOR OF CENTRAL INTELLIGENCE 
THE CHIEF OF STAFF TO THE PRESIDENT 
THE DEPUTY CHIEF OF STAFF TO THE PRESIDENT 
THE CHAIRMAN, JOINT CHIEFS OF STAFF 

Impressions ofe 

Recently, a friend of the President, Mr. Douglas Morrow, 
completed a trip through the People's Republic of China. 
He pre pared the attached memorandum for the President on 
his observations. Because it is so informative and 
interestingly written, the President asked tha t you be 
provided a copy for your edification. 

FOR THE PRESIDENT: 

Attachme nt 

k: tv~----
s W. Nance 
ng Assistant to the President 

for National Security Affairs 
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'10: '!tie President 
FIOM: touglas M:>rrc:w · 

Noverrber 30, 1981 

· "IMPRESSIOOS OF ClIINA 

Sept:.enDer-october 1981 



I'm certain that you have been kept ful:ly .infomed by those imre expert 
than I,- State, NSC, Ambassador Hunnell, etc. But, for wh,atever it may be \,,10rth, 
herewith sorre irrpressions. I' 11 start with sooe cx:mdensed versions of exdlanges 
I had ai subjects which the Olinese initiated azxi seared eager to discuss. 

'lhese exchanges were with: 

Xie Li, Secretary-General, in Beijing 
Wang Oluliang, ~puty Secretary-General, in Beijing 
XU Xi.nxi, Chief of the North Arrerican Division, in Beijing & throughout Our.a 
Gu Yiren, North Arrerica Divisicn staff, Beijing 
Zhao Yujiang, " " " • " 
Xin Yu, Vice-Director, Foreign Affairs Office, Chongqing 
Zhang r:::ong Hui, Foreign Affairs Office, Olongqing 
Bai ~ufCJ'lg, ~puty Director, Foreign Af:fiairs • 0~fice, Shaansi Province 
Liu Lienlian, Foreign Affairs Office, Shaansi Province 
He Kejing, Deputy Chief of .Ieception, Shaansi Province 
Wang Liang, Directer of Foreign Affairs, Jiangsu Province 
Su Gen-hua, Division Head of Reception, Foreign Affairs Office, Jiangsu 
lei Huanwen, Deputy r,-1..ayor, Wuxi 
Jin Xun, Chief of Protocol, Foreign Affairs Office, Wuxi. 
Shen Jinzhi, Foreign Affairs Office, Wuxi ., 
Mr. Shih, Deputy Director, Foreign Affairs Office, Shanghai 
Mr. Xu, Deputy Division Ori.ef, Foreign Affairs Office~ Shanghai 
Mr. Xie, Foreign Affairs Office, Shanghai 
Jiang Zhi Sin, Ori.ef of Reception, Eoreign Affairs Office, Quangdong Province 
ft> Ori O1Uan, Foreign Affairs Office, Quangdong Province 

And various others throughout the cotmtry. 

Before get.ting into it, I want to make clear that, neticulously and 
carefully, anytirrt? I said anything beyond "hello" and goodbye" I prefaced it 
with, "I have notti"ing to do with the govermnent, and cannot speak for it, the 
PJ:esident, the State Departrrent, or anybody else. I am only a private .Merican 
citizen. If you are interested in rey personal opinion, I'll try to answer your 
question. But it is only one II011's opinion". 'Ibey always acknowledged this 
disclainer and insisted that they'd like to hear whatever I might have to say. 

'lhroughout China, there was an a.lrrost absolute consistency in the 
Qrlnese rhetoric. lmy differences ~re in style, _not substance. Sorre ~re 
mre deft or direct than others, but the basic positions and reactions v.-ere 
tmifonnly identical. 'Iherefore, I will use a generic "they" in synthesizing 
their views and reactions. 

'Ibey are preoccupied with three subjects 'Which constantly recurred in 
discussion: 

TAINAN AND THE U.S. J?a3ITICN WI'IH RESPEX:T '!HERETO 

'l\iey are absolutely obsessed about Taiwan. Claim that by reasa, of 
history, background, tradition, family, etc., Taiwan is Chinese and must rejoin 
tile "rrotherland" as "one Olina". 'nley gave rre all the argurrents and rationale 
with which you are familiar. 'Ibey claim that reunioo. is the inmutable wish o~ 
the Olinese people, both on the mainland and oo. the island. But that this 
inevitable reunion is being thwarted by the obdurate leaders oo. the island. 

I expressed regret that they had this prci>lem, but suggested that it. 
was a "Olinese" problem which should be settled between thenselves,- ma.inland 
mtd island. 
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•aµt," they sa;i.d, "the u.s. makes a solutioo difficult by siding with 
the island." 

"I don't believe we've sided with anybody," I said, "We have a Ieng-
• standing friendly relationship with Taiwan, which I hope will oontinJE. And 

we now have a new em:ryonic friendship with the mainland, which I hope will 
expand and strengthen. Nothing could please me nore than to see the mainland 
and the island amicably resolve their problen. n 

"But that is not your govemnent's position." 

"illy do you think that?" 

"Because you sell then weapcns. That is not amicable to us." 

I said, "It \I.UUld not be amicable mly if you are expecting the island 
to attack the mainland. Do you expect that?n 

~ firmly, "'lhat is absolutely inpossible." 

•r agree. Is it also inpossible that the mainland would ever attack , 
the island?" 

"E\ier is a very large word. But why does the President think~ might?" 
' 

•r den' t know \o.'hether the President thinks that or not. But many 
Anericans might believe it to be a possibility. After all, you did lob shells 
into the offshore islands in the past. If sarething like that happened, I SUSf:ect 
that the sympathies of rrost Arreri.cans would be with the island. Perhaps that affects 
the govenment's attitude." 

•But all that could easily change. All the Pres:i.dent has to do is stop 
ai:ming Taiwan." ·. 

"Not if the .Amari.can people oontinua to have a sympathetic a:ncern for 
Taiwan." · 

It is interesting that they pretend to believe (garresmanship) that the 
President can make such decisions regardless of the sympathies of the Arrerican 
people. I pointed out to them that at that very rranent the President was having 
a ve.cy difficult tirre with the N~ sale. '!he vote then was about 57-43 against. 
And that unless he could persuade the people, through their elected representatives, 
of the desireability of this sale, there'd probably be no sale. '!hat, I said, 
is how our system works. 

'!hey asked my opinicn as to whether th _ President would succeed in his 
persuasion. I said that it would be close, but IT¥ guess was that the President 
would succeed. 

A little triutphantly, and a bit naively, they said, "l~y, then, can't 
he also persuade them that the U.S. should not sell anns to Taiwan?" 

•'!hat might be very difficult as lcng as there is a perceived possibil ity 
of an attack upon Taiwan. It might be easier, however, if the mainland publicly 
pledged that, however anxious it might be for reunicn with the island, it would 
never use force to achieve that goal." 
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Shortly thereafter, Chairman Ye's 9-point proposal to Taiwan was announced 
and they imrediately gave rre an English translation with the question, "Isn't this 
masaiable and generous?" 

• I agreed that it was ••• as far as it went. And expressed regret that it 
didn't incltrle a 10th point which unequivocally foreS\t.Ure the use ·o_f force in 
effecting reunion. '!hat might have had a positive infll.Y=Ilce an the Arrerican public. 

'!hey persisted in pretending (nore gamesmanship) that they oouldn't under
stand why Arrerican public opinion was hostile to them. 

I said that it wasn't as nruch hostility to the mainland as it was synpathy 
for the island, a subtle but real distinction. "I have referred to the average 
American's concern for Taiwan. But it may surprise you to leam that the average 
Atrerican knGJS very little about Taiwan ••• its background, history, politics, or 
anything else. He hasn't the faintest idea who Chiang Ching-KU) is, or who Clliang 
Kai-shek was. He is not even too sure where Ta:i,wan is ••• " 

'Ibey interrupted in surprise, "'!hen why their amcei::n about Taiwan?" ~

•Because, by and large, the Arrerican people have an instinctive sympathy 
for the underdog, for the little fellow. Especially if they think his survival 
is being threatened by a big fellow. And, nest .particularly, if they are on friendly 

• tenn.s with the little fellow. 'Ihey may not know much arout the background and com
plexi ties involved. It is enouqh that they perceive 16 million :£=€0ple on an island 
being under possible threat fran a billion people. In such a circumstance , pre
daninat Arrerican public opinion, historically, is a.lnost instinctive." 

'!here was what I can only describe as an off-balance silence. I had the 
inpression that they had never heard this viewpoint before. I decided to pursue 
it, but very affably, "In sorre ways, it is vaguely similar to our relationshi? 
with Israel. Again, the average Arrerican, though sorrewhat nore knowledgeable, 
does not really grasp all the corrplexities involved in the Middle East. And, 
other than oil, doesn't care much. But when he sees 2½ million :£=€0ple trying 
to survive and make a life for themselves in the desert, surrounded by 70 million 
avtMed enemies, there is an instinctive syrrpathy for this erribattled underdog. 
Particularly if these :£=€0ple have been kicked around for centuries, climaxed by 
a Holocaust. It is so instinctive that you could find people in, say, Four 
Cl:>mers, Iowa, who have never even seen a Jew, wh:::> are supportive of Israel." 

'!hey were still so off-balance by TT\Y rationale for the Arrerican viewpoint 
re; Taiwan that they seerred to wela::>rre a diversion. "'lbat," they replied"is not 
a good analogy. 'lbe Arrerican position regarding Israel is dictated by the A.erican 
Jewish lobby, which, you have to admit, is very powerful." · 

I shook my head, "It is not powerful, but it is influential. And there 
is a difference. Pa-;ier is having the ability to do sarething. Influence is 
having an opgortunity to try to persuade sareone else to do sarething. 'Ibey 
den' t have much power, but they do have infll.Y=Ilce. And their influence is res
pected because they are pretty srra.rt people. You don't actually believe, do 
you, that 6 million Arrerican Jews have the ~r to dictate policy to over 
200 millioo noo""\Jews?" 

•aut they control the Arrerican nedia which gives them the ~r to 
xegilrent Arrerican public opinion." 

I oould not honestly discem whether they actually believed that the 
.American rredia was controlled by Jews, or whether this was nore ganesm:mship. 
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I had a feeling they might believe this c;IIld said, "Whatever gave you 
the idea that Jews control the Arnerican nedia?" 

"Because it is a fact." 

•Give ne an exanple." 

I would have sworn they would care up with the N. Y. Times. But, you 
wcm'·t believe this, they said., "For exanple, the Washington Post." 

4 

I managed to keep a straight face and remarked that Katherine Graham 
waula be surprised to learn that she was Jewish, to say nothing of .Ben Brad.lee. 
I then said, . in a friendly and conciliato:ry manner, that because our two coun
tries had been apart for so lrng it. was ..only natural that there might be gaps 
and misunderstandings,· a1 both sides in ·.our perceptions of each other. 

I then proceeded to give them a rundown an the principal Arnerican rreclia. 
I naned the 6 or 8 nost influential Arcerican newspapers, TIME and NEWSWEEK, the 
wire services, and -the three networks. I stated that unless a mass conversion 
had taken place during my absence, policy and editorial control in these di~e 
media was overwhelmingly in the hands of non-Jews. And I ticked off the na:rres 
of the key personnel at all these various ned:ia, with particular allusion to the 
net'Work news depart:nents. 

01 balance, I pointed out, the effective influence of Jews upon the 
various significant American rredia is roughly in ratio to their,proportion of 
the population. 

Olless they are potential oscar winners, they seened genuinely taken aback. 

I then switched gears to get them off the hook and remarked that the 
supportive attitude tcMard Israel continues despi te Begin's often obdurate and 
sanetines inexplicable behavior. 

'!hey jurrped at this and expressed amazerrent that Amari.ca would countenance 
this, particularly when continued support of Israel jeopardized Arrerica's relations 
with the Arabs, particularly with respect to needed oil. 

'!hat, I said, simply errphasizes the extent of the Arnerican syrrpathetic 
instinct for an embattled underdog. I suggested that this sympathy might not te 
as broad if Israel had a population of, say, 50 million. We might not be as 
patient with sare of Begin's inf lexibility. But, under the circumstances, our 
level of tolerance is pretty high. 

'!hey regained their balance and challenged rre with this, "If the Arrerican 
instinct ·for the underdog is so strong, why didn't you s~rt us in the forties 
when~ i.ere in conflict with the Nationalists? We were the underdogs then." 

•You were also ccmnunist. And in that early stage of the Cold War there 
was autanatic antipathy to anything c::armunist. It represented unwelcare intrusion 
into the affairs of others. Aggressive expansion. Subversion. Etc. Little or 
no distinction was made beb.een Soviet carmunism and Orinese ccmnunism." 

"But there is a distinction. We, too, deplore Soviet hegerrony. we are 
at odds with than on that. And we have not engaged in hegenonism." 
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•en the whole, that seems to be true, so far. And t:ne distincticn 
you make may be one of the reasons for the renewal of our relationship. With 
t.ine, conditions and J;X>Sitians change. After all, in the past, you managed 
two reconciliati.6ns with the Nationalists . True, they didn't last. But I am 
ocnfident that tirre and changing conditions will resolve your problem with 
Taiwan through a third and, hopefully, final reconciliation." 

"How long are we expected to wait?" 

•01til a peaceful reunion with the island '\\10uld be in the best interests 
of both you and the island." 

•~tis the situaticn now." 

•Pel:h.aps not. You acknowledge that your standard of living is signifi
cantly ·lower than that of the island. If, sarehow, reunion were effected to
llDrnJW, you might be opening a terrible can of ~nns. · Is it not J;X)ssible th~t · 
your people might grow mcreasingly restive as they learn nore and nore of tli.e. 
wide gap between their conditions and those on the island? You are ITEking sla.v 
but steady progress in providing better conditions for your people. Would yoµ 
not be well advised to concentrate an that? 'lb devote yourself to raising your 
standard of living until it reaches a J;X>int where your people would not be con
frOlted with such a gap and possibly beoome dissatisfied? And the Taiwanese 
wculd not fear that a reunion ~uld threaten their standards?" 

I then expressed the hope that nothing I had said, as a personal opinion, 
had been offensive. 

'!hey smiled .and said, "Nbt at all. It has been a friendly, enlightening 
and entertaining di.scussion. We hope you will retum soon again for nore val\l,able 
exchanges. II . 

•1 hope it will l::e possible, and look fo:rward to it." 

I tk>ught that was a gracious windup to the discussion. But they initiated 
an amusing epilogue. 'Ihe rnao tai was raised and they said, smiling, "Perhaps 
you' 11 return as Vice-President ••• " · 

I frowned and groaned, "I thought we were having an amiable discussion 
a..im3d at better understanding and friendship. I feel friendly, but apparently 

~--- YP!J- ~ den It. II 

SUrprise a.id- shock. "it l intenticn was very friendly." 

I shook my head, "Anybody who "WOul.d wish elective office en rre is no 
friend. ·I'd rather do a term in a state penitentj.ary ••• 11 Laughter. " ••• why 
would you wish that on me?" 

•Because you have a big muscle in your head." 

I took If¥ head in If¥ hands and noaned, "Now you've turned an ne again." 

•But that was neant as a cx:rrplinent." 

•Perhaps • . But couldn't you have said, at least, a "small brain" instead 
of a big muscle?" 
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M.lCh laughter. "You have ·a deligntful htm0r. Apparently, so does 
· your President. Did you get it fran him, or did he get it fran you?" 
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"Neither. We both have spent rost of our lives in Southem CalifGmia 
bJ:eathing very "funny" Ios Plngeles air." 

You never heard such yoc::ks. Apparently, our srrog is as well known 
around the world as COca-COla! 

In sumnary, I sensed an underlying and troubling (to the Oti.nese) 
anbivalence in the Chinese posture re: Taiwan. 'Ihey are alrcost as obsessed with their 
desire for extended U.S. ~riendship and technical assistance. And I got the feeling 
that they suspect their preoccupation with Taiwan might affect the developrrent of 
their relationship with the u:s • . When we were discussing the idea of an attack 
upcn Taiwan, I remarked that the whole discussion was probably academic. I~ 
mented that the Cllinese were too wise and too w tient to allow their preoccupation 
with 16 million islanders prejudice the errergenc~ and progress of 1 billion rrain
landers. Of course, I did not nention the U.S. But I believe they are consci ous 
of this. And I have a gut feeling that they dread the possibility of having, at 
sate point, to make a choice between maintaining an expanding relaticnship with 
the U.S. and the regaining of Taiwan. ,< 

I also have a hunch that, were it not for their rena-.ed relationship with 
the U.S. and their desire for its expansion, the possibility of a nove upon Tai
wan would be very real ••• if, as, and when they had accumulated the wherewithal 
to rount such a m:we. 

NEED AND DESIRE FOR U.S. TECHNO!DGICAL ASSISTANCE 

'lhe phrase they use is "mutual cooperation". And they are alrrcst as 
obsessed with this as Taiwan. 

I got the irrpressicn that the "technology" they need and want is, at 
this tine, not necessarily at the state-of-the-art sophisticated level. 'lhe 
elepertise they nost irrrrediatel y need seems to be managerial. To a great extent, 
they suffer from the inevitable inefficiency and clumsiness of bureaucratic 
supervision, at l:oth the central state and local project levels. As a result, 
the country abounds in paradoxes. · 

EKanple: Che of their largest refineries. en the bank of the Yangtse 
River. Initial a:mstruction in mid-fifties. Initial capacity about one million 
tens annually. Original equiprrent still in operation. By our standards, -s,ret ty 
Rube Cbldberg. Later expanded to 3 million tons . Slightly better technology. 
Few years ago expa, ded to 6 million tons. Still not canparable to ours, but 
they rrake it wUrk. Totally Olinese designed, engineered, built and operated. 

( 

Ultil recently, the cnxle was transported fran a field about 300 miles 
~ by ocean-capable tankers, 50-75 thousand tons capacity vessels. 'lhen they 
built a pipeline frcrn the field to a tenni.nus across the river fran the refinery. 
Pretty inpressive achievenent, rt.ght? 

Not quite. '!hey are bringing the oil across the river, about a mile, 
in these relatively large tankers! '!here were three at dock when I was there. -
hld I believe there are three nore. You can imagine the awkwardness and ex-
pense of maneuvering ocean-capable tankers back and forth acrosi.:.: a mi.le of r i ver . 
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then I inquired why they didn't extend the .pipeLine .across the -ri~r 
or use less expensive and nore rraneuverable tug-propelled barges, the director 
of the plant, a little sheepishly, said that the petroleum ministry didn't want 
the ·tankers lying idle. I asked if there might be ,.otzher enterprises,- grain, 
textiles, machinei:y, etc .• ,- which oould use these bdttcms for ooastal or exp::>rt 
m:,vemerit. 

•'!bat's possible," he acknowledged, "but these vessels a::rre under the 
petroleum di vision." 

. Bw:eaucracy is : bureaucracy is bureaucracy. 

'· ·. Example: A truck engine plant. Early industrial revolution. Badly 
lighted and ventilated buildings, poorly maintained. 'Ihey assenble the engines 
(not ai a line) frcrn sorre oorrpanents they rranufacture and, nostly, OJit1F,Ol1ents 

,brought :.µ1 ·_from other plants aroi.md the cotmtry. Of course, we do this also. 
· But we have excellent transport. 'lheirs is b~ly 2Dth ,century. No highways 

as we know them. No large trucks or trailer-rigs ~ we . Jmow -them. And a rail
road system that is limited and still in transition fran steam engines. So 
p:r:oduction flow, slow at best, is dependent on .consistency of supply of oom
pcnents from other plants and reliability of delivery. If either one fouls up, 
things grind to a halt. They had little or ·no capacity for storage to stock-; 
pile cmponents. ~ 

We visited a variety of manufacturing facilities,- heavy, rredium and 
light industry,- and everywhere there is an archaic feeling. 'Ihe work gets 
acne by sheer mass of plentiful dogged labor. But the various facets of plan

. ning, production and distribution reflect a lack of imaginative and expert 
managerial capability. 

'!hey are quite candid in admitting thei,-:- \-\'eakness at the higher planning 
and managerial levels. And your nouth waters qt the potential mutual benefits 
to be gained if we supplied that expertise in sane sort of joint venture arrange
Itelt. But, at the present tine, as much as they want and need that from us, 
there are several factors working against ·any easily arrived at accamodation. 

First, their basic ideological dilemna. How do they justify adapting 
key elerrents of their ccmnunist system to capitalist managerrent techniques? 

Second, e\-en if they could raticnalize that, there is strong resistance 
at the various bureaucratic levels which presently daninate managerrent. 1hey 
want to protect their turf. 

And third even if the aJ:ove two facto:z;s could be overcare, negotiating 
such arrangerrent s wi th them w:iuld be ver:y dif .f icult and aggravating. Ev-en in 
areao wl'}ere they have had sorre experience, they are ver:y tedious and wa....ry bar
gainers. Hard to pin down imless and imtil, after exhaustive back-and-farthing, 
they believe they have squeezed out the best bargain possible. You can i.rragine 
what it ·would be like negotiating in an area where their experience and awareness 
is very limited. 

Notwithstanding all of the above, there are visible indications that 
their approach to industrial develoµrent and rrodemization is i.mdergoing signi
ficant change. I'll touch on this later. llnd also suggest why, ho...-ever dif
f'icult it may presently be, we should pursue various business arrangerents with 
them. 
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'lBE SOVIET UNICN 

'.this is their third major obsession. .And there is an uneasy underlying 
. - aam.valence. There are several areas in which they are vex:y critical of the 

· · . . ~ets. But their rhetoric is sarewhat muted because, unccmfortably, they 
·-·. ·malize that they are ,_t:a;IJdng aboUt··aI10ther major ccmmmist 'State. And their 

analysis bea:lres quite ccnvoluted in their effort to dissociate -SOviet "conmunism" 
. £ran their versicn • . . 'lb. _give -:the . inpressicn. that their's is the real thing and 

the Soviet's an abberratii::::n. ·: . 

'l!1e}r point prrnrlly, and to a great extent deservedly, to their acccm
plishrtents en behalf of their people. 'Ihey feel that in 22 years, deducting 
the 10 year CUltural Revoluticn, they have made rrcre "people progress"than the 
Russians have in 67 years. 'Ihey attribute this to their errphasis an investrrent 
-for people rather than for the military. 'Ihey heatedly condenn Soviet · "hegem::ny" 
because it threatens Soviet neighbors and the rest of the world and, ccncun:ently, 
deprives their own people. 

With casual hurrcr, I suggested that this was the basis for the lcng- , 
sta:1ding .Arrerican aversion to ccmnunism. I j~ that "we were critical of the 
Soviets before you were." 

A bit uneasily, they atterrpt :to distinguish be~ their ccmnunism and 
that of the Soviets, "We are different. We rej~ct hegerrony. 11 

.. .. .. 
"Now~• I said, "But what alx>ut later? 'When you have brought your people 

.to an acceptable standard of living? When you have nodemized your technology 
and eoonorcy? When you have developed a nodem militax:y capability? what then?" 

~ shrug, "Why would hegerrony interest us? What do our neighbors have 
that we need or want? People? We have enough • . Territox:y? We have enough. F.aw 
materials and resources? We have enough. We are only interested in wilat will 
benefit the Chinese people. Imitating Soviet hegerrcny is not in our best interest." 

.___ I nodded and said, "I understand." ·But I refrained fran saying that t 
lilCll1d riot-want to bet my life an it. "After all, in recent years rrost of your 
xefonns and chaiiges, both in agriculture and industry, hCMever first-stage and 
experinental, seem to be borrowed rrore from our sys tern than from the Soviets." 

~ smile and say, ~ hu.'-ro much to leam fran you." 

Alncst casually, when discussing the Soviets, they suggest that a Soviet 
attack upon them is, at sorre point, a real possibility. And then, casually and 
a::nfidently, they add, "Of course, \-.e are not afraid of that." 

"Why not?" 

Vei:y matter-of-factly, "Because of the Chinese people." 

1bey pretend to believe that they could hold off the soviets by sheer nurrbers. 

'!heir posture en this subject is so casual and natter-of-fact that it leads 
me to believe that they are a hell of a lot rrore concemed about it than they want 
to xeveal. 
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SlmNGJAI 

I make special reference to Shanghai not because of its failure but 
because of its success and, paradoxically, because its sucoess illustrates 
the underlying Otinese planning and managerial ineptness. 

9 

Shanghai is the largest city in Otlna. And in a 001.mtry of 1 billicn 
people, this city with a population of about 11½ million people acco1.mts for 
1/Sth of China's total industrial output, l/6th of China's gross revenue, and 
1/4 of Olina' s total exports!!! 

Although this may reflect favorably on the industriousness of this very 
busy city, this colossal imbalance is but another example of inexpert plarming. 
When the ._tail wags such an enonrous dog, obviously sarething is func:ianeltally 
W?.:Ong. 

It is alrmost a catch-22 situation, graphically illustrated by the 
Baoshan Steel Mill disaster. -'!he project, initiated in 1977, was designed to 
build one of the rrost rrodem mills in the ~rld.. . It .was located on the Yanqtse, 
en the outskirts of Shanghai despite the fact that the land is marshy and v.m't 
hold steel pilings, despite the fact that a sandbar at the rrouth of the Yangtse 
prevents passage by loaded bulk carriers, and despite a variety of other major 
problems toom.merous and canplicated to go into here. 

l'by did they pick this location? · Because there is an abnonnal concen.;. 
tration of sldlled labor in the area, and because there is an abnonna.l concen
tration of markets for its products in the area. So the inbalance of Shanghai 
vis-a-vis the rest of the country carpounds itself. 

'!be basic technology and equiprrent for this project was to be provided 
by Japan, with maj or sub-contracting by West Germany and the U.S. It was to 
initiate productibn, 6 million tons a year, in 1981, ained at 60 million tons 
a year by 1985. 'Ihe initial stage is less than half completed and alrcost at 
a halt. The rrost optimistic projections place initial -production at least 
four years o.WQ.Y, if ever. The second stage has been indefinitely postponed. 
'Ibey ~uld like to just walk cMa.Y fran the whole thing, bqt there are too many 
billions of dollars already invested that they are trying to salvage. 

Aside frcm the initial Japanese technology· and equiµnent, I understand 
that nost of the other foreign contracts have 1:::een cancelled. 

'lhere is a lot rrore to this whole situation, but the above should at 
least give you an idea. · 

'lHE PEOPIE 

-}ppr<»Cimately 850 millicn peasants, and 150 million urban and non
agricultural. 

By and large, they may be the best-conditioned people I've ever seen. 
Both male and female. lean aqd strong. A minimum of flab, and not a pot-belly 
to be seen. Rea.sans: 

0:l'lstant physical exercise, aside fran worlc. Bicycles are the principal. 
means of transportation, and long-·distances. In rrotmtain cities, like Olon<:Ging, 
no bicycles. Too hilly. 'Ibey walk, I.Dng distances. Up and down hills, of ten 
carrying very heavy loads. It is ccmron to see a 100 pound lady, long pole across 
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her shoulders, carr:ying at least her own weight, quick-steR)ing up or down a 
· lalg·hill. In the cities, they are big on infonnal calisthenics. You can see 
them on rooftops, at dawn, doing their exercises. Even en the boat, each day 
at dawn, even old ladies were out al the deck, twisting and bending • 

'lhe diet. ·vecy few fats. Much vegetables and fruits. Lean .neats, 
: - • - fowl and fish. 'Greaseless cc:x:lking. And, as I will touch al later, there is 

. · .. 
a sw:prising abundance of food. 'llri.s is a well-nourished people. 

Except in rerote areas, it is, as you might expect, teeming with people • 
·, -But as .much as you expect it, you dcn't really grasp it until you see it. And 

even then it is· alrt'ost unreal. Streets cramred with tens of thousands of bicycle 
riders, pedestrians and buses stuffed with bcxlies. This congestion of -people 
is cn-cpounded by a fact that few foreigners fully understcµid. 'Ihe Soviet Unicn, 
with its much smaller population, is approximately twice as large as Orina, which 
is approximately the same size as the U.S. But about 95% of the population is 
etamued into the eastern half of the c:x:>untry. It is alrrost as if we had 900 
millicn pecple east of the Mississippi. 

Oloe you have adjusted to these hordes, you are forcefully impressed by 
their derreanor, attitude, mien. 'lheir expressions do not reflect stress or tension. 
Brows unfurrc:Med. Even carrying heavy loads or other difficult physical circum
stances, they seem benign and serene. You wcnder if it might be simply weary 

· and resigned acceptance of their lot in life. Or, perhaps, Oriental inscrutability. 
. . 

But it is neither. As hard and sparse as their standard of living is, 
it is dramatically ( to them) better than it was pre-1949, and especial! y since 
~ ~d of the Cultural Pe-volution in the mid-seventies. 'Ihey seem to feel that 
they· are, ·at long last, en the road to joining the rest of the developed world 
in the 20th centw:y. · And, although they are still in a vecy early stage, this 
perception of being on the way sustains them, and they patiently put up with 
whatever they have .to put up with. It is all in startling contrast with the 
tense, stressful~ airrost neurotic expressions and attitudes which are so camon 
en the main drags of q.11y ·American city, or nost developed western countries. 
Even Hong Kong. Amazing tlung. Many Hang Kong Orinese visit the PRC. Even 
·aside_ from their attire, you can pick them out of a c~ of Chinese imrediately. 
'lheir expressi_ons are al::x:mt as benign and their derreanor as unstress ful as a 
used car dealer or a Hollywood agent. 'Ihere is an a.lrrost indigenous tension. 

But not the Orinese. Exant>le: buses built to accormodate about 50 pas
sengers are cx:mnonly stuffed with over a hundred people. I rrean stuffed. Like 
sardines. Saw a fellc:M squeeze his way through this solid mass to get off at 
a stop. Asked him hc:M often he did that. Several tines a day. Pretty rough, 
I synpathized. He smiled, "But better than walking, or not getting there." 

Exanple: Visited the Surnrer Palace on o:tober 1st, which is their major 
natiooal holiday. In additicn to the palace, it is an enornous park and recreaticn 
area. 'lll.ey estimated that close to 1 million -people would visit it on a family 
outing. Sinply teerred with a cross-section of the populace. Many cane on bi
cycles. Sare walked. And those fran far distances, very Many, cane in buses. 
Late in~ day, at one of the bus stops, there was a line that must have been 
a quarter of a mile long. Keep in mind that this was at the end of a tiring 
day, and with many children. In this country there ~uld have been pandem:nium. 
I oould ooly think of our "privileged" people, at Sun Valley, waiting for the 
ski buses back to the lodge at the end of the day and, in cx:nplete disorder, 
practically engaging in hand-to-hand CCIT'bat to get on a bus. But this loog 
line of Orinese waited in orderly fashion, talking and laughing about the gcod 
.. ~..,.,. ~h~ had had. the kids eating ice cream sticks, and when their tine C<1ITe 
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ca1mly .getting m the bus with no hassle. Instead of being upset and .all stressed 
. up, they accepted this as a small price to pay for a day's recreation. Better 
than not getting there. · 

Another odd thing, which I sinply can't · explain. All over Otina we en
a:runte:red thousands . and thousands of babies. Little cnes. In ams of parents 
or grandparents. (<ne of the major preoccupatims of grandparents is to take 
care of grandbabies while the parents work) • ~t first called this strange 
thing to my attention. We saw these babies on the streets, in the parks, 01 
the lx>at, everywhere. And never,- I d01' t mean hardly ever, I mean never did 
we hear or see a baby ci:y ! Even at the end of a long, tiring day they were. 
either aie,rtl y awake or asleep in satea1e' s anns, but never crying. I cannot 
even speculate en the explanation for this. Asked one of the officials why. 
He just shrugged and smiled, "I guess they're happy". Pretty sinplistic and 
I'm sure there's rrore to it than that. But all I can sey is that there is nothing 
wmng with these kids. '!hey are very alert and curious about what is g::,ing on 
arourrl them. And, this is the topper, they are en-tcanced with white foreigners. 
You smile and wave to me of these babies and nine times out of ten he' 11 SIT'ile 
and wave back! I'm talking about babies less than a year old. Unbelievable. 

Ole of our rrost meaningful experiences with the Ori.nese people took 
place en the boat. We spent several days going dam the Yangtse from Chongqing 
to WUhan. We -were not en a boat that acccmrodates tourists (at my request) • 

. We were en a "native" boat, and Margot and I were the only foreigners anong about 
700 Chinese, who represented a cross-section of • the various Chinese social and 
ea::l'lOmi.c strata. i,;re had two very small cabins. I won't attempt to describe 
them. Strictly African Queen:-73ut that was the high-rent district. 

A few Olinese who could afford the few yuan, bunked four together in 
a cabin that would be cranped for one. lt>st were in long cabins, about 6 feet 
wide that contained U double bl.mks, all crarmed together. 24 people, rren, . 
l«:lneri-;. and children, and sare live chickens! Incredible. Made the Mayflc:Mer 
look like the Queen Mary. And a large percentage of the passengers, who couldn't 
afford these elegant aa:x:::mcodations, si.rrply cane aboard, staked out a small 
space in the passageways, and slept there. You stepped over and ar01.md them 
m your way to meals. Sounds awful, right? 

Wroog. W:,uldn 't have missed it for anything. Because of the people. 
Not a hint of a hassle of any kind. Quiet, well-behaved and serene. You'd 
think there'd have: been a hell of a ruckus at the few \\-rash basins and WCs. 
Nope. Everytxxiy got along just fine. 

And particularly with us. As in the rest of Otina, you think at first 
that they might be hostile or at least neutral, because their expressions are 
inpassive and thei ,:- manner reserved. Not at all. It is, I imagine, sirrply 
shyness. Particularly with Airericans, who represent fantasy to them. All you 
have to do is ncx:i or smile, and they light up. And they are delighted if you 
talk to them and show an interest in them. We did, and were rewarded with 
extraordinary politeness and solicitude, and abundant manifestations of what 
I can only describe as affection. Ch the last day, out of the blue and sp:m
taneously, we were given some persaial. trinkets as renarbrances of our trip 
togetrer. 

I can ooly put it this way: If a total stranger was dropped in the middle 
of these people, knowing nothing of their background, history or system, his 
imnediate inpression would be - "A cx:intented peq>le". 
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· . . · . ; 01 the Yangtse, b«> paradoxes w,rth notin.g. Be~ 01ongqi_Qg· ~d 
Wuharr,. you go through sare very wild and primitive rrountains, particularly 
through the 'Ihree Gorges. Scattered throughout this desolate area are "houses" 
that can only be described as hovels, lower-scale 18th century. 'llley .are perched 
ai the side of these steep rrountains. Sorreha,,, they manage to cultivate these 
pxecipitous slopes. Scree of these "fanns" are darm near vertical. Interestingly, 
these rrost primitive and isolated muses, hardly rrore than roofed sheds, have 
electricity. You can follow the ix,wer poles for miles along the river or through 
the irountains, leading to a single, small muse, with a bulb hanging inside fran 
the ceiling. 'Ibey are pretty proud of this "progress". 

After the river a::,mes out of the irountains, and you are still digesting 
the primitiveness •o£ what you've observed, the river widens drarratically, perhaps 
a mile or mile and a half across, and you corre upo,p the darmdest dam (how do you 
like that choice of words?) you ever saw. Not a hioh dam, (Coulee, Boulder, etc.} 
but a long, medium high, heavily massed, sturdy structure stretching across this 
wide expanse of river to control lower river flooding and generate electricity. 
'!here is a quite large lock, which we went thro'l,lgh with three other boats, a.xjq 
dzq>ped al::out 75 feet to the lower river. In the context of everything else · 
in the country it is a quite stunning achievement. And it was conceived, des igned 
and constructed entirely by the Ori.nese without, they assured .rre, any foreign 
assistance. 

At Nanjing, another paradox. 'Ihe river is about 1600 rreters wide. But 
the eye-popping bridge, recently constructed, is about 4600 rreters long. You 
'Wlalder why the broad on-ranps at each end are so long and straight. Until it 
is explained that the approaches were constructed long and gradual to acconm::xlate, 
in addition to trucks and buses, the tens (perhaps hundreds) of thousands of 
bicycles, rrany heavily loaded, which are pedaled across each day. Interesting. 
M:>dem technology and construction expensively m::xiified to confonn to primitive 
transportation. · · 

''lHE PEASANTS 

About 85% of the population, they have benefited rrost in recent years. 

A 3-tier system, which is a bit canplicated. But, in brief, this is 
roughly how it w,rks: · 

'lbe state sets producticn qt.X)tas fort.ha ·state-cent.rolled conmunal acreage. 
Quota is deliberately set at rrod.est level to encourage over-quota production. 
About 45% of over-quota production retained by the camrune for benefit of the 
cxmnunal rrernbers,- supplies, machinery, health care, child care, etc., including 
cash bonuses. 

In addition, each family is all~ private acreage and any other " s i deline '" 
enterprise they are able to perform,- carpentl:y, seamstress, fishing, repair v,oric, 
"1atever. They can farm the private plots, or manufacture things, as they see f it. 

Whatever 1=hey raise or rnanufacture is brought by the peasants into the 
nearest town or city where areas have been allocated for them to "free market" 
their produce or goods without any state control or involvenent. 

. '!his system was inaugurated in 1978 and there are presently about 40,000 
•free markets" t,hrougoout 01:ina. And the nurrber is cx:nstantly growing. As a 
result, the incares of peasant families have risen, by Olinese standards, ast.ro
nanically. 
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'!be wage scale generally in Ori.na nms fran about $18 to $50 a ITC11th. 
But with these "free enterprise" incentives, Il'aI'lY industrious peasant families 
are riow generating incxrres in the range of $1500 to as high as $4000 annually • 

. ~ . . · .:, ·Such. figures would have been sheer ltmatic fantasy even five years ago. 

' . 

. . . .'lhls is. not yet true all over Orlna. But it is quite camon and 
spreading rap.tdly. : 

What has been happening in recent years is sinply this: '!be Ori.nese 
have oonsciously, though primitively, borrowed fran "capitalism" to stimulate 
incentive and entreprereuri.al iingenuity • 

.. . 

When I good-hurroredly teased tham about dipping into the "capitalist" 
bag of tricks, they reacted in similar good hurror and said, "We have much to 
l.eai:n from you," and then they added, "Much of what we copied fran the Soviets 
did not work." .Astonishing adrnissicn. 

'lhey now enrourage peasants to save fran their greatly in creased ina:xres 
and buy their M houses. ~..any are doing so. 'llle hares, when bought, are a vned 
free and clear, and are inheritable. 

.-1 

In me a::mm.me -we visited, a man and wife with two married sons had j ust 
a::mipleted the purchase of the third of three adjoining small houses. 'Ihey all 
pitched in the past few years, pcx:,led their bonuses and. $ideline incare and were 
able to make these purchases. Total cost of the three hares, about $4500. 

'mE NCN-PEASAN'IS & INDUSTRIAL REFORM 

Although only about 15% of the populatiai, this still rreans about 
150 million people. 'Iheir inoorre and standard of living is not as gocxi as 
the peasants. Particularly those in "service" w-ork. "Sideline" enterprises· 
are not as accessible to them as to the peasants. 

But those working in light, rredium and heavy industry are beginning to 
do a little better by reason of a still-fuzzy capitalist "tilt" that is, aL'TOst 
sub-a:msciously, influencing the Orinese industrial system. 

under this still-early-stage refonra.tion and reorganizaticn, the C'Or[r 

panies no longer rrerely transmit the oornpany's profits to the state. Instea6 , 
the state levies a tax on profits and the canpany retains the balance. So there 
is, in this corrmuriist country, a growing preoccupation with "profit". 

Previous to this refonn, v.nen all "profits" v.e-it to the state, there was 
no incentive to produce anything beyond the stat:e quota. 

tJnder the refonred system, the workers are notivated to produce nore, 
the sales forces are noti vated to sell nore, and rnanagerrent is noti vated to t...---y 
to control costs and upgrade efficiency. Reason: they keep about 1/3 of in
creased gross profits (after truces), perhaps 1/2 of the savings fran increased 
efficient productiai, and practically all of what is saved fran unneeded v.urking 
capital. 

All of these new retained funds go toward expanding productiai, workers' 
benefits (child and health care, new housing, recreation facilities, reduced 
a:>st in a:xnpany stores, etc.), plus rronthly bonuses to the workers. 

tmder this new system, as the a::rrpany retains rore profits and the 
workers receive rrore benefits and higher bonuses, the state is also rec-eiving 



14 

mre in taxes than it recei\!ed previously when it got everything off the top. 
~inning to so1..;1d famil.iar? 

'lhe initial success of this reformaticn has notivated the state to 
• apply these refonns to sorce 400,000 enterprises throughout Ori.na. 

In essence, the plan is to decentralize indust.?:y and grant increasing 
ccntrol and autcnc:my to local canpanies. And, :in an effort . to get no.reef
ficiency and get industzy out fran under state bureaucracy, they are actually 
axrbining small cxxrpanies into large cx:>rporatiCDS,- like sone of our ccngl orrerates! 

, 
'!his is an cn~ing experitrent. But two things are keep:ing it fran 

IIDVing ,at a faster pace. 

First is the scarcity of n'Odem managercer;it personnel. '!hey are keenly 
awa.te of this and .B:.t:e working on it, training younger executives. 

SeCXlld is, understandably, the resistance of certain entrenched gove1=11-
ment bureaus that see their "turf" being whittled cMa.y. (And dcesn 't that _ 
sound familiar?) This seems to be particularly tt'lE of the petroleum bureaus .. 

In the approximately 10,000 major businesses that have c:x:,rre under these 
refonns so far, they give the c::orrpany a.btost total control in basing production 
en demand, profits on production, and pay on profits. Previously, this s ilrp~ 
did not exist. Prcduction was based .on a centrally (state) devised plan, regp.rd
less of deI1EI1d. All profits went to the state. So nobody in the local enter
~se, especially ·the workers, gave a darm whether ,a profit was made or not. 

'Ibey tell you candidly that they bo~ the previous system from the 
Soviets, not realizing that it really wasn't working there. And that, unlike 
the Soviets, when they S<M it wasn • t working in China, particularly after the . 
CUltural Pevolution, they didn't hesitate to try to refonn it. 

All this is not to suggest that, :in the short tenn, Orina will becorre 
a vast Hong Kong, Taipei or Singapore. It is going to be a long tedious pro
cess, if it contint:es. Nor is it suggested that China, in the long tenn, will 
becxrrea "capitalist" country, cxmrercially and economically. Not likely. 

But I have a hunch we may be seeing the beginning of a strange trend 
for a ccmrn.mist country. It is, perhaps, possible that sorr£Where dcwn the 
road, as younger, educated and rrodernly trained generations rrove up, we rray 
see a country that retains its carmunist dogma, politically and sociologi cally , 
but gradually rroves into a quasi-capitalist m:xie in its eccnomy and worl d trade . 

'!here are still IlEilY bugs to be cured, sudl as a centrally-fixed pricing 
system, but the y are cons c i ous o f the bugs and ~;eem deterr:uned to ircn them out. 
O:lnstantly, in d.isc.'"\.l.Ssions, you hear "profits", "decentrali zation", "incentives " , 
etc. Even the government-encouraged "f ree market" is a euphemism for a nrli
mentaJ:y "free enterprise". i;-Jhere there is so much rhetorical snoke ••••••••• 

YOUNG PIDPI.E 

During the anarchic nihilism of the Cultural !evolution, educatim at. 
all levels was practically abandoned. Schools and universities were, to a great 
extent, shut da-m. Education, rules, discipline, even what we'd call l aw and 
otder, were deeired bourgeois ploys to control the proletariat. Sinre the CUl
tural Pevolution, they have errbarked on a very irrpressive educational resurgence. 
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~lish, by the way, is widely taught as a routine matter. 

Visited kindergartens, lower, middle and higher grades. Che of the 
most significant experiences we had. Particularly at the lower levels. 
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'lbese kids are not to be believed. Neatly, even oolorfully, dressed. 
utterly well-behaved in their classroom deoorurn. Alertly attentive and interested. 
Hands clasped. 'lhen raised in response to ql.Estiqis. Stand erect to answer. 
No :idle chatter or squirming. 'Ihe bell rings. 'lhey stand in their aisles and 
file out in silent, orderly fashicn. You begin tq suspect they are robots. 
And then they hit the ex>rridor or playground and you·never heard such laughing, 
c:ha'tter and high spiri,ts. And they love school. 

It was really sorrething to see, in a: science class, 8 year olds making 
rulircentary radios fran scratch. 10 year olds .in a music class gave a srrashing 
perfonnance. Sorre little kids, not over 8, put en a play for us in perfect, 
unaccented English. And in math class they lost 'rre. Serre 8 year olds in an 
art class, spontaneously in our presence and in abrnl_t 15 minutes, did sorre 
paintings that are so remarkable we are having them frarred. 

In sone places we visited foreigners, particularly Americans, were 
cx:npletely strange to them. 'Ihey clustered around, eager to try their English. 
But so polite and well-rnannered. I am ashamed t.o think that I would have trouble 
soowing a visiting Chinese anything quite carparable. 

'lbese kids were- extraordinary. And in 10 years or so, China will have 
a great natural resource and natianaI asset in them. At present, there is still 
sarething of a gap caused by the klutzy nan-entities who energed frcm the CUl
tural Psvolutian. 

S'.OORES AND .SHOPS 

'lhroughout the ex>untry,- large and -small cities, villages, etc.,- you 
are astonished by the volurre and even variety of the available goods and fcx::x:i
stuffs. Again, not necessarily by our standards. But when you know of the 
enpty shelves in the shops of M:>scx:,w, Warsaw, etc., and the long lines for the 
few things that are available, the stores and shops of China are astounding. 

'Between the free-markets and state-shops~ fcx::x:i is abundant and varied. 
FUnny incident. {\7ere in a downtown area with sare govemrrent officials at 
midday, intending to return to the hotel for lunch. I suggested that we save 
tine and eat around there. I pointed to a small native eating shop. 

'!hey said, "All right. But not there. '!bat's a state store." 'Ibey 
pointed to another .. place, '"Ihat's a free-market place. Better to eat there." 

"vhy?" 

"Better products. Cooked nore carefully. And they' 11 be nore an.xious 
to please the custarer because they own the business. State-shop workers on 
fixed wages den• t care as ITn.lch." Interesting? 

'!he deparbrent stores are open day and night. An abundant supply of 
necessities and wide-ranging incidentals. Clothing, textiles, watches, sew
ing machines, radios, thenros jugs, bicycles, etc., and a surprising display 
of W"lat are to them luxuries,- 'IVs, stereos, etc. Much traf fie in the stores. 
Not just gawking. Much buying. '!be prices for necessities are vecy 10,,1. As 
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is witnes•sed by the fact that a large percentage of the populace has achieved 
M:lat was unattamable just a few years ago,- a watch, bicycle, sewing machine, 
radio. And now, out of free-market incorre and bonuses, they are able to save 
for luxuries like TV, stereo, calculators, desk lamps, fans, etc. In sare 
cities, ooe in 2, 3, or 4 families now have TV. Incidentally, in evei:y city 
there are two channels,- one centrally transmitted fJ:an Beijing, and ooe locally 
fran the city. 

Befrigerators still al.nost unknown. Except in "better" hotels and· 
restaurants. So the people can't store perishables. 'lhey buy and censure them 
daily. Washing and dcying machines practically ncn-existent. So you see laun
dcy hanging everywhere. Literally, in every window, al.l '"'the time. 

Incidentally, many necessary utensils,- china, pottei:y, etc.,- are sold 
at or below actual oost. Twcrtier pricing. At or below cost for danestic pur
dlase. Profitably priced for export, at a level to canpensate for non-profitable 
darestic purchase. This isn't true of everything, but fairly camon. 

'. · ·QN;mJCI'ICN .. .: 

At no place, at any tine, even in Europe after World War II, have I ever 
seen so much ongoing construction. Within cities, on the outskirts, in the 
CX)Uiltryside. Everywhere. Mind-boggling. 

It is predominantly residential. And rrost of it is high-rise apa.rtrrents. 
Seldan under 6 stories, often 8-10 stories, occasionally higher. Very small 
units, 200-300 sq. feet ccmron. Except for the highest structures, many have no 
elevators. Sare have elevator wells, but no elevators installed. "'Ihat will 
a::xre later, when we have made 1t0re progress. Now, we must concentrate on living 
space, on essentials." 

Fac:h small apartrrent usually has a small balcony. But not for plants 
or sunning. It is a necessity ••• for hanging lau,ndcy. A block-long 10 story 
apartrrent building with laundcy hanging from every balcony is a sight to behold. 
And you see it everywhere, as the buildings rise up like mushrooms. 

You've seen "projects" in this a:,untry. 'lhey pale beside sorre of these. 
'lhere was a stupefying develoµrent on an area larger than Century City on the 
outskirts of Wuxi. a-ie enornous high-rise imrediately adjacent to another, one 
after another. No squares or esplanades separating them. Nobcx:ly knew the exact 
occupancy. I'd g'U=SS close to 100,000! 

Although the apartnents everywhere are small, no unessential arrenities, 
spare and stark, and usually walk-ups, the people love them. Because they are 
so vastly better than what they had (or didn't have) pre-New China. And the 
rents are ridiculous~ 7 or 8% of earnings. No set figure. Merely this snalJ. 
I of earnings. At the average wage, about $40 a nonth, the rent \,X)uld be a 
little over $3 a nonth. 

HEAL'IH 

Great strides. In 1949, average life expectancy in Orina was about 35. 
Infant nortality over 20%. Tcxiay, life expectancy is 68. Infant nortality 
barely 2%. Incredible achieverrent in 32 years. 

Hospitals and clinics have proliferated everywhere. Vecy backward 
by our standards. But so much better than what was available pre-1949 that 
they protxily exhibit facilities that we'd condenn m sight. '!hey are alrrost 
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· child-like about it. In a hospital at me camrune :they insisted en showing us 
eveything,- patient roans (cells right out of Snake Pit), operating room, dental 
facility, laboratory, etc. Each quite awful. But they sha,,, it to you proudly 
and then say, with a little smile, "Of oourse, this is all backward cx:rrpared to 
ycurs, but it is a big advancarent for us." Maybe. But pretty bad. 

I think the peq,le,_probably exercise, eat sensibly and take care of 
themselves to stay out of these clinics. Just to look at them is a fo:rm of 
pmventive rredicine! But they are proui and grateful. 

POPULATICN OJNTroL 

Best estimate is that the current population is about 1 billim. They 
want to stabilize it at aromd 1,200,000,000. And the ingenious nethod they're 
using seems to be working. Birth control devices are available to all at either 
no oost or, literally, for pennies. 

A system is in effect that provides bcnuses for those with no children. 
Smaller bonuses for those with one child. And smaller still for 2 children. 
'!hen it goes into reverse and there is an ascending scale of penalties for those 
with 3 or nore children. 

'1he l:x:nuses take the fo:rm of discomts en fcx:xl, clothes, etc., at the . 
a:mm.mal stores, rent· disrounts, nedical care, etc. 

A paradox. A rouple with no children might get a larger, nore desirable 
apart:Jtent than a couple with children. 

Men can retire at 55, waren at 50. At 75% of their last earnings. If 
they had no children they get practically free, or at enoDtOus disromt, focx:1, . 
clothing, rredical care; etc., for the rest of their lives. 

'lh:>se with. nore than 2 children have a hard wey to go ccrrpared with less 
or none. 

Although only instituted in recent years, there are indicaticns that this 
system will significantly control population growth. 

'Ibey will institute their first real naticnal census within the next year. 

CRIME 

Crirre, as we kna,,, it, is just about non-existent. And you don't have 
to rely al their assurances or statistics. You cm see that this is true. 

Ex"arrple: Bicycles are a cherished, necessai:y and valuable possession. 
All over China,- in the inner cities, outskirts, rountryside,- people park 
their bicycles right out on the street while they shop, go to \-.Ork or whatever. 
You'll see hundreds of bicycles parked everywhere. U1locked and unguarded. 
And they sirrpl y are not stolen. When you tell them that we have to lock our 
cars, put security devices and burgla:r alanns on them, etc., they just stare 
at you. 

Exarrple: M.lch of the free-narket produce is exhibited and sold out al 

the streets or other open areas. a:ming hare late at night, we often saw the 
produce an the streets, mtended, the Qvner having gone hane to sleep. \-.on' t 
it be stolen? '!hey look at you in dismay. Of rourse not. '!hen they point 
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to a basket or box beside the proouce. Explanaticn: Because of the enonrous 
population in the cities, all people do not work a nonnal day shift. If they 
did, .the streets \t.Ould be impassable at noming and ,aftemocn rush hour. So 
there are three \\Ork shifts,- 8AM-4PM, 4PM-12.M, 12M-8AM. '!be ·people noving by 
at midnight might purchase SCJTe produce and leave m:ney in the box. 

M:lst of the tine, your hotel roans are unlocked. You can leave anything 
lying around,- rroney, cigarettes, lighters, pens, radios,- things that would be 
YeJ:Y · tempting to the young hotel \t.Orkers who make about $20 a rronth. Safe as ln 
a vault. 

~tared as I am to our jungle, I have no explanation for this. 
Other-than that it is -a traditicnal ethic. 

We wanted to take a walk rather late cne night. I asked if it would 
be safe. Answer: Of course. '!be rainy season is over and ·this is not earth
quake country. 'll1e thought of a mugging would be ab.surd. 

~tever is behind it, it is delightful. 

'JDURISM 

'Ibey are very anxious to develop this industry. Both for the hard 
currency to be gained and tecause they seem honestly to want the exchanges and 
cxmmmication that tourism engenders. 'Ihey espe::::ially want Americans. But 
they just don't have a clue hav to go about it. 

In the last few years they have built quite a few high-rise hotels 
in many of the major cities. w11en you first see them from the outside you 
wcnder why pecple decry the accx::mrodaticns in Otlna. 'Ihey look great. But 
inside is another matter. 1..s you might expect, 'we had the very best acconrro'
daticns wherever we went. And nothing ever rose above 3rd rate. I'm not 
i:eferring to lack of expensive facilities or arrenities. That you would expect 
and understand. It is that their concept of a hotel and ours are miles apart. 

Despite the fact that they have plentiful workers all of whom are 
eager to please, the service is terrible. Because they don't lmow what to do, 
and nobody knows what to tell them to do. A few expert Ar.erican hotel people 
a:>uld help them invaluably in structuring their operation. I'll touch on this 
at the end of this report. 

'lHE ARMY 

l-e did not, of course, visit any military installaticns. And I have 
nothing beyond a couple of cursory observations. 

'lbere are so~diers everywhere. Not arrred or en duty. Just wandering 
around in ~s and threes, sightseeing or goofing off. SoI!e of the tmiforrns 
are patched like quilts, and threadbare. Scr.e are extrerrely yotmg. I'm tol d 
that these are sorre of the flotsam and jetsam that errerged fran the CUl tural 
~volution, unable to ftmction productively anywhere else, so they stuck them 
in the anny. Others are very old. The explanaticns for this are vague and 

. ......-....- .. ...-

evasive. I don't know what the, hell they do in the army, but they sure dcn't fight. 

'11le army trucks they ride around in are vintage vehicles. 'lhey'd be 
DDre of a threat to the Soviets oo bicycles. 
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• . His pictures are still en display. And when they discuss him, there 

. ' 

is a strange arrbivalence. 'Ibey are ver:y corrplinentary when they discuss his 
efforts and accarplishrrents (their ter:m) pre-cultural !evolution. They ack
nowledge that he might have rn3,de a few mistakes but are, m the whole, quite 
approving of him during this period. And they are very reverential about the 
fact that he initiated the New Orina. · 

But when they discuss the Cultural !evolution, · their tale changes 
drastically. They abhor that whole episode, and speak ver:y bitterly -al:x:mt it • 

. 'When you ask them about Mao's part in it, they admit that he was still the 
leader. But they suggest that perhaps he might not have realized what was 
taking place. 'Ihey suggest that it really was instiga~ by his wife and the 
other three of the Gang of Four. '!hat she realized that he was getting senile 
and that it was a good oppJrtunity to seize pc:M=r. And that although much of 

- the changes in the early stages of the CUltural !evolution were issued in his 
name, she was really taking advantage of his condition and having things ordered 
in his nane without his really understanding what was happening. 

' 
I asked a ver:y loaded question ••• many changes have occurred and much

progress for the people has taken place since the CUltural !evolution, I said, 
but would thesethings have occurred if the CUltural !evolution had not happened 
and Chairman Mao were still around and in charge? 

A littl:e sadly, they reply, "Perhaps not.• And change the subject. 

'Ibey acknowledge his contributions in the creaticn of and in the first 
stages of the New Olina, and then, alrrost overtly, and regretfully, admit .that 
arlna had reached a stage which was beymd his .ability to cope or, perhaps, 
understand. . 

'lHE MJl'ICN PICTURE INDUS~ 

Production is archaic. For the rrost part, they shoot silent footage 
am dub in the dialogue and rudirrentar:y sound effects later. 

Distribution, state-controlled, ver:y inept. 'Ihe box-office gross 
potential of pictures is sverely dissipated by their doc;natic practice of 
noving a limited m.IIPber of prints fran one theatre to another on a pre
detnnined schedule, regardless of the business generated by the picture. 
It can be playing to full houses, but out it gees at the end of a week. 
'!hey make about 85 films a year. With srrarter distribution policy, they 
oould make 50 films, saving considerable production expense, and gross nore 
with 50 pictures than they now do with 85. · 

Exhibition: About 2000 theatres in China. Supplerrented by portable 
35nm and 16nm projection for outlying villages and carrmunes. In the cities, 
the films run fran early noming to late at night. To full houses. About 
10 cents a ticket. Visited one theatre at 7:45AM. Packed. '!hey are ahead 
of us in one respect. 'Ihere is a 20 minute gap between screenings, and they 
sweep out and clean the place! 

~, an inportant point to oonsider: 

'!hey love and are desperately hungry for hrerican films. Just recently, 
A festival of 5 P.rrerican films played in 5 cities for a week,- SI-WIB, Bu'\O< 
C.'l'?.T.T.Tf'N - ~N('W WHT'm • .SlNGING IN '!HE RAIN <lri<ii (can ycu believe?) GUESS \'11-IO'S 
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CXMING ·'ID DINNER. 'lerrific reacticn fn:m full houses at evecy showing. 

'!hey have been trying to get rrore Arrerican pictures for regular ex
hibitioo. 'Ihey feel, and I agree, that it would help expand mutual under
standing and friendship. 'Ihey have vecy little hard noney and have been unable 
to get Jack Valenti. to give them tenns rrore favorable than what is nonnal in 
fcmign mu:kets •. • ... .. .. __ . 

I feel . that rrak.ing sane films available to ·them would be a worthrile 
diplanatic rrove. . ½re have substantive differences with them an :various natters, 
(Taiwan, tax treaties, etc.) • And we' 11. probably hang tough an these. °\'bulcn • t 
it, therefore, be helpful to us if-we could at least make sorre cosrretic gestures, 
while we are at odds on rrore weighty i15sues? 

I ·discussed this with Jack. His position is that if he makes concessioos 
to the ·Otlnese h~'d be cpening the door far the sane treatrcent with other under-
develq:ed a:mntr1$s in the world. · · · 

I suggested that, in the interest of far-sighted Arrerican statesrranship, 
this might not be a bad idea. But. Jack is reluctant to go to bat an this with 
the foreign-depart:Inent managers of the MP.AA. 

So, I suggested to Jack that we forget about .current or recent fiks._ 
'!!le Otlnese are anxious to get ?JlY American films, even f~ the 30s, 40, and 50s, 
which would still be new to their audiences. These are films which, e.xcept for 
a few classics, are corrpletely played .out and just sitting in vaults. I proposed 
a fonnula which. woUld set a date, perhaps 1960, and make sel'!e of these pre-1960 
films, appropriately themed, available to the Orinese on a basis where they pay 
for the prints, snipping and handling, dubbing or sub-titling, etc., and t.•.-e get 
a ncdest ( to be negotiated) percentage of the gross. Anything we get back would 
be rror:e than these films are generating on the · shelf now, and we would at least 
malte a gesture toward the Qrinese. And if other under-developed countries ask 
for the sarre deal, what have we got to lose? We oould. generate diplomatic r.ri.leage 
and sone revenue. 

I persuaded Jack to present this formula to a treeting he is having with 
all the foreign depart:Irent heads in January or February. He said he'd report 
back tone. · · 

If you agree with ne on this, a little nudge fran you with Jack might help. 

ODNA/U.S. - CHINA/JAPAN 

Ole thought increasingly kept gnawing at ne throughout China. 

'!be Oti.nese are hungry for technological and manaqerial assistance. 
And it occurred to rre that, sarewhere down the road, we might find ourselves 
facing a sticky situation. 

'!here is a strange, a.lnost love-hate, ambivalence in nany Chinese 
re: Japan. They rerrember the Sino-Japanese conflict and, particularly, a \'ery 

unhappy Japanese occupation. But they are also fascinated by the enornous tech
nological and m:magerial progress the Japanese have made. They make nruch of~ 
fact that they have rrore Japanese visitors than any others. And they hasten to 
call your attention to the rrany Japanese products, machinecy, etc., in Qu.na. 
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·hld despite past fricticns, and ideological differences, there is an 
'Oriental affinity between them. 

But, nore significantly, they were made for each other. Japan has the 
technology, the managerial ~rtise, the highly-devloped international narketing 
experience, etc. But they don't have what Orina has. Vast, inexpensive nian-~r, 
plentiful resources and raw materials, much land for industrial expansicn, etc. 
And they are in close proximity. 

If the Chinese and Japanese ever really dedicated themselves to drawing 
together in a close working relationship, they could becare the daninant eco
nanic pc,.,.er ·in the world. Having in wind the needs of Ori.na and the pragrratic 
cxmrercial acuity of the Japanese, I think this is a real possibility, despite 
their political and sociological disparity. 

-· And, heaven forbid, if after establishing such a relationship they ever 
got arrbitious and expansive, they could also ~care the dani.nant military alliance. 

I'm not talking about the imnediately forseeable future. I'm loddng 
WcJ¥ dam the road. Twenty or nore years, perhaps. It might never develop that 
WlJ¥• But it sure as hell is a p:>ssibility. · 

'Ibis is but another reason why, prudently and cautiously, we should 
explore merever p:>ssible "mutual a:x,peration" with the Chinese. China is an 

· B10mous p:>tential market and this could be advantageous to us in the nomal 
a::>urse of things. And it might also finesse a Sino-Japanese relationship that 
~uld give us. migraines in the future. 

'Ibis should be carefully thought out and factored into our planning 
vis-a-vis China. In these early stages, tmtil it i s clearer in which direction 
Qlina is headed, v.-e should concentrate en non-strategic areas and deftly avoi d 
giving them technology, hardware or other assistance that might a:nre bad< to 

· haunt us. In lieu of that, v.e should be very generous in the many non-stra~ gi c 
areas where they desperately need help. I referred previously to tourisra and · 
noticn pictures. These are but two of very many areas where we could, by pro
ffering generous a:x,peration, generate mutual cormercial renefi t without r i sking 
a boc:Iterang if they go in the wrong direc~on down the line. 

I sure as hell don't know where they are going. I don't think they kna ,... 
But they are going . It may be a constructive progress and development. _;c.nd i t 
might develop into a gigantic can of v.onrs. But \..-e should, aggressively and 
imaginatively, position ourselves so as to benefit or be protected whichever 
way they go. 

And it would be advisable not to be t ~ paranoid, at this stage, about 
their being a ronmunist s tate. There are hinti tha t they might develop into 
sate kind of tmprecedented hybrid. And tmless and tmtil they give signs of 
intrusion, expansicn, subversion, etc., \..-e should position ourselves f avorably 
in the event that, by sare historic miracle, they evolve constructively. 

It is a dilemna. '!hey have diverted fran and disaVOl..-ed much of the 
Soviet version of cormrunism. But I can't foresee them errbracing dem:x:racy, 
as we knc:M it, or even care close. I think they'll bend, twist and adjust to 
tmatever ~ to apet their progress. And perhaps care up, eventually, wi th 
a nutant system which neither they or the world has yet experienced. 

' 1 



• I I t 

• 

. ' 

I ·see the potential for- sare very beneficial prospeets for us. But 
I also see sone very scary possibilities. 

22 

But, ~r they go, they are a potential to be reckooed with. And 
whether it is for gocd or bad might depend, to a great extent, oo how we ccnduct 
our end of this renewed relationship. . . · . .. . . 

,. 
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ACTION 

MEMORANDUM FOR THE PRESIDENT 

FROM: WILLIAM P. CLARK t 
SUBJECT: United States Relations with the People's Republic 

of China 

Issue 

How should we manage the current impasse with China, where we have not 
been able to reach agreement on the issue of continued United States 
arms sales to Taiwan? 

Facts 

After several delays, we have told the Taiwan officials that we will 
proceed with notification to Congress of our _ spare parts sales on or 
about the first of April. State's package, at Tab A, suggests that 
we make a major effort in the next few days to seek a more favorable 
response from Peking on the Taiwan arms sales issue. This effort 
would include two letters from you and one from Haig to the Chinese 
leadership, offering to send an emissary to continue negotiating, and 
two more changes in the proposed Joint Communique. 

Discussion 

State is under great pressure to solve a problem which, in effect, cannot 
be solved in a short timeframe. Their draft letters contain rather 
pessimistic descriptions of the current situation which may or may not 
fit the actual case. I also believe that State's approach would inevi
tably lead to further delays in our notification process, and I am 
dubious that this highly charged e·ffort would win a great deal from the 
Chinese. 

In your discussion with Secretary Haig this afternnon, I would suggest 
that a second option deserves consideration. The features of this 
approach would be: 

- One letter from you to Deng which would stress your interest 
in continuing to improve US-PRC relations. It would also recognize 
the complex and fundamental nature of Deng's own efforts to establish 
his leadership within China. The letter would urge continuation of 
the negotiating process, would make no reference to a crisis in 
US-China relations and would also indicate that, just as we recognize 
China's historical problems, they should recognize ours. 

DECLASSIFIED 
SEC:M::'f/SENSITIVE 
Review on March 26, 2002 SE6REf NLRR :/f3/ td,~ 
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The letter from the Secretary should also be less lugubrious in tone, 
couid offer the sending of a negotiating emissary, and could indicate 
that the United States remains flexible and interested in resolving 
our differences. 

It might be better not to have either letter specifically mention our 
intention to proceed with Congressional notification. The Chinese 
tend to react more harshly to words in writing than to the same message 
orally conveyed. 

If you are interested in this alternative approach, at Tab B you will 
find an outline of its essential ingredients. 

Recommendation 

OK No 

That you have as full a discussion as possible of the China 
problem with Secretary Haig, and based upon that, make your 
choice of tactics. My own recommendation would be that the 
lower key response be fully considered and that we move 
ahead with the notifications to Congress as scheduled. 

Attachments 

State Memo Tab A 
Tab B Outline of Alternative Approach 

~ECRET-/SENSITIVE -SE6RE I 
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March 25, 1982 

MEMORANDUM FOR THE PRESIDENT 

FROM: Alexander M. Haig, 

SUBJECT: Managing Our China Problem 

We are at another critical juncture in our discussions with 
Beijing on Taiwan arms sales. China's response to our February 
15 presentation, received last week, was tough, uncompromising, 
and generally reflective of the great sensitivity of this issue 
for the Chinese. We believe it does not reflect Beijing's 
bottom line but rather disagreement in the leadership which is 
blocking a compromise approach. In these circumstances, I 
believe we should attempt to break the stalemate in Beijing 
while showing the Chinese there are limits to our patience and 
that we will do what we have to do. I therefore propose: 

--to undertake a final, high level diplomatic 
initiative to seek a favorable outcome, bearing in mind that 
the prospects for success are even at best; 

--by doing so, to maximize our ability to justify our 
actions, to our own public and internationally, in the event of 
a retrogression in US-China relations; and 

--to show firmness to the Chinese by sending our spare -~ 
1 parts notification forward, within two weeks. 

Our diplomatic initiative would include confidential 
letters from you to Deng Xiaoping and Premier Zhao, supported 
by a letter from me to Foreign Minister Huang Hua. Our 
objective would be to convince China's leaders, at the highest 
level, that our proposals are serious and that they offer the 
most reasonable way out of a difficult dispute. Without 
threatening the Chinese, the letters (drafts attached) would 
convey a sense that we are at our bottom line and that progress 
is urgently needed if we are to avoid further damage to the 
relationship. My letter would indicate that, in the event of a 
favorable response, I would be willing to send a high level 
emissary to Beijing. 

In addition, we would send Ambassador Hummel back to the 
Chinese with two modifications of the positions we have taken 
in our exchanges of drafts since January. While these changes 
would modify two elements of the principles approved by you and 
passed to the Chinese in January, I do not believe they would 
alter the substance of our bottom line. Copies of our new 
draft and the principles you approved earlier, marked to 
indicate the areas of change, are attached. 

I .. 

\ 
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The first change subsitutes a statement that "the us does 
not seek to pursue a long-term policy of arms sales to Taiwan" 
for one stating that "the US does not claim an inherent right 
to supply arms to Taiwan indefinitely." The Chinese consider 
the latter wording vague. The substitute responds to Chinese 
comments suggesting it as a compromise. Since it would be 
premised on a preceding statement that a peaceful approach to 
the Taiwan issue has become China's "steadfast policy," we 
believe we can accept it; it would not, in any case, commit us 
to specific actions. 

Our second change would be to drop some phraseology 
explicitly linking future declines in arms sales to further 
progress toward a peaceful resolution and to the continued 
abatement of military tension in the Taiwan Strait. The 
Chinese see this as imposing conditions they cannot fulfill, 
since further progress toward a peaceful resolution or 
relaxation of tension does not depend on them alone and they 
are already pursuing a peaceful policy. 

We do not need this particular phraseology to reconcile our 
policy with the Taiwan Relations Act. Important portions of 
our draft, to which the Chinese have raised no objection, make 
a similar linkage to Chinese pursuit of a peaceful policy, in 
both explicit and implicit terms. We would, as I have noted 
above, premise all statements of US expectations with regard to 
future arms sales policy on a continued peaceful Chinese 
approach. It would be self-evident that if the Chinese changed 
their approach we could revise our policy accordingly. 

As indicated, your personal intervention would be an 
essential component of this strategy. The Chinese greatly 
respect the United States and its President. They now have 
their "face• on the line, and an unequivocal gesture from you, 
addressing the Taiwan arms issue squarely and further allaying 
their suspicions of US intentions, could make a critical 
difference. By stating your intent to put a ceiling on future 
sales and to implement policies consistent with our draft 
communique, you would put your personal stamp on our approach. 
If you approve, we would launch this initiative immediately. 
Once the letters were dispatched, we would ·give Beijing ten 
days to respond before sending our spare parts notification. 

RECOMMENDATION 

That you approve this approach. 

Approve Disapprove 

Attachments: 
Draft Presidential Letter to Vice Chairman Deng 
Draft Presidential Letter to Premier Zhao 
Draft Letter from secretary Haig to Foreign Minister Huang 
Draft US-China Joint Communique 
Principles for Statement on Arms Sales to Taiwan 

C C:P D c .. -..:r 



Dear Mr. Vice Chairman: 

I am writing to you because of your impo~tant role in 

negotiations with my predecessor leading to the establishment 

of diplomatic relations on January 1, 1979. As Premier Zhao 

and I acknowledged in our exchange of letters celebrating the 

tenth anniversary of the Shanghai Communique, the normalization 

of US-China relations and the broad advances our two countries 

made over the following three years have been in the interests 

of both our peoples; and they enhanced the prospects for 

regional and global peace and security. 

Today, our relations are facing a major crisis. There is a 

need for the leadership of both sides to exercise vision a·nd 

act decisively to preserve our past accomplishments. This need 

sterns not only from the immediate, strategic benefits which we, 

as leaders of two g( 0 at nations, can perceive, but because of 

the vital irnportanc.! of building, in the decades ahead, a 

relationship of lasting friendship and cooperation between our 

two peoples and nations. 

I wish to assure you unequivocally that no responsible 

member of my government seeks to encourage the separation of 

Taiwan from . the rest of China or desires to turn back the clock 

to the days when the United States government recognized - the 

authorities on Taiwan as the sole legal government of China. 

This government continues to stand firmly by the principles 

His Excellency 
Deng Xiaoping, 

Vice Chairman of the Central Committee 
of the Communist Party of the 

People's Republic of China, 
Beijing. 

•'l , ,' 
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agreed upon in the Joint Communique on the Establishment of 

Diplomatic Relations between the United States and China of 

January 1, 1979. We recognize the government of the People's 

Republic of China as the sole legal government of China, and we 

acknowledge your position that Taiwan is a part of China. We 

will not permit the unofficial relations between the American 

people and the people of Taiwan to interfere with our adherence 

to these principles. 

With regard to the question of arms sales to Taiwan, we 

understand and respect the principled position of your 

government. It must also be recognized, however, that the 

position of the United States was stated clearly and 

unambiguously at the time of US-China normalization. The 

United States, as a party deeply involved by history, has an 
I 

abiding interest in the peaceful resolution of the Taiwan 

questio~ by the Chinese people themselves. 
I 

In this regard, we recognize and are prepared to take full 

account of the new situation which was created, not only by 

you~ historic nine-point proposal of September 30, 1981, but by 

the policies articulated by your government on January 1, 

1979. With this in mind, I fully approved the positions 

conveyed to your government on January 11, 1982 and am prepared 

to declare a policy which will place a quantitative and 

qualitative ceiling on future sales to Taiwan while giving full 

implementation to the statement in our proposed joint 

communique envisioning future reductions in the levels of sales. 
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over the past four months, both sides have made important 

efforts to resolve our dispute. We believe the proposals 

embodied in our most recent draft reflect a reasonable 

synthesis of those efforts and offer the best solution to an 

impasse which, if left unresolved, could do irreparable harm 

both to our mutual strategic positions and to our prospects for 

a cooperative, long-term bilateral relationship. 

A foundation of cooperation has been established between 

our two countries. It is our task to preserve and build upon 

it. I urge you to join me in an immediate effort to lead our 

governments and peoples out of our current impasse and forward 

to a renewed advance and deepening of US-China relations. It 

is vital that we begin this new direction soon, before further 

damage can occur. With the hope that we will achieve such a 

result, I look forward to meeting you personally, at an 

appropriate time. In the meantime, please accept my sincere 

respects and warmest personal regards. 

Sincerely 

Ronald Reagan 



Dear Mr. Premier: 

I am writing to express my deep concern for the · present 

state of relations between our two countries. Our relations 

are now going through a crisis, marked by a deterioration in 

communication and deepening disagreement between our two 

governments. This serves the interests of neither the United 

States of America nor the People's Republic of China. 

In my letter to you on the occasion of the tenth 

anniversary of _the Shanghai Communique, I expressed· the deep 

desire of my government and people to build a strong bilateral 

and strategic framework on which to base long-term friendship 

between our two countries. We welcomed your response that you 

too wished to work to overcome obstacles and achieve this end. 

our current differences are a matter rooted in history. 

They are a consequence of the relationship between the people 

of the United States and Chinese people living on Taiwan. In 

this regard, my government fully recognizes the new situation 

created by the nine-point proposal for peaceful reunification 

with Taiwan which you personally reviewed for me at our meeting 

last October in Cancun. As I told Vice Premier Huang Hua in 

October, we welcome this initiative. We will not seek to 

impede or interfere in the process of peaceful resolution and 

His Excellency 
ZHAO Ziyang, 

Premier of the State Council of the 
People's Republic of China, 

Beijing. DECLASS~FIED / R£/OrSO 
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will support any outcome which may be arrived at peacefully, by 

the Chinese people themselves. 

As I also told Vice Premier Huang, we expect that, as a 

result of your offers, there will naturally be a decrease in 

the need for arms by Taiwan. This view of my government is 

clearly embodied in the draft proposals which our State 

Department has presented in exchanges with your Foreign 

Ministry in recent months. These proposals convey an 

unambiguous signal of our intended future direction, reflecting 

fully the peaceful course which your government has chosen to 

pursue. We believe the joint statement we have proposed would 

have a dramatic impact when issued in a public document. 

I hope that you will review closely the content of our most 

recent draft and will share my conviction that it represents 

the most reasonable means of resolving a difficult ~ispute. we 

must move rapidly if we are to break our present impasse before 

further damage is done. 

In the hope that we will be successful in this effort, I 
., ') 

would like to reiterate my invitation to you to visit our 

country, and to express my own hope to be able to reciprocate 

with a visit to yours. 

In the meantime, please accept my warmest personal regards. 

Sincerely, 



Dear Mr. Minister: 

I write at a time of crisis in US-China relations, in the 
hope that we can find a way to bring our current period of deep 
disagreement to an end and resume the advance of a bilateral 
and strategic relationship which is of vital importance to both 
our nations. With your great experience in international and 
political affairs, and your long involvement in relations 
between the Chinese and American peoples, I am confident that 
you share with me the desire to put our present difficulties _ 
behind us and return to a constructive course. 

The threat our countries face from aggressive Soviet 
expansionism is clear. At a time of great opportunity for 
Moscow--in Iran, in Central America and the Caribbean, in 
Southeast Asia, and in the field of strategic and intermediate 
range weaponry--our two governments can ill afford a prolonged 
period of divisive and unpredictable bilateral strain. 

The Taiwan issue has, of course, been the most difficult 
problem for our governments to address since we turned away 
from past antagonism and began our rapprochement over a decade 
ago. We have never discounted the importance of this issue to 
your government or the intensity of feeling which it evokes 
throughout your nation. We also recognize and appreciate the 
persistent effort your government has made in recent years to 
effect a peaceful resolution of the issue. 

President Reagan's decision not to sell advanced aircraft 
to Taiwan was one of the most significant decisions of his 
Presidency. Over the past two months, we have also made a 
major effort to respond to the proposal you conveyed to me in 
Cancun. We have outlined a clear future direction, to be 
signalled in a public document. President Reagan has 
personally approved our efforts and is committed to carrying 
out the policy which our drafts have conveyed. we have not 
been seeking to paper over differences with artful use of 
words; rather we have sought to develop a document that would 
leave room for genuine progress through concrete future 

His Excellency 
HUANG Hua, 

Vice Premier of the State Council and 
Minister of Foreign Affairs of the 

People's Republic of China, 
Beijing. 

BY 
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actions. To move in such a way requires that we adopt the one 
approach which has consistently enabled our relationship to 
move forward since our rapprochement began, that is, to rely on 
mutual trust and permit each side the leeway it needs to move 
ahead. 

We are providing some further suggestions to you, through 
Ambassador Hummel. In addition, I would appreciate your 
conveying the attached letters from President Reagan to Vice 
Chairman Deng Xiaoping and Premier Zhao Ziyang. The President 
hopes that you, a statesman, and the statesmen in your highest 
echelons of leadership, will share our sense of urgency that we 
must resolve our differences quickly, before further grave 
damage is done. 

What is mbst needed now is a positive response from your 
side. In that event, if you believe it would contribute to 
swift achievement of a resolution, I would be prepared to 
dispatch a personal emissary to Beijing to conduct discussions 
with you on my behalf-. In the meantime, please accept my warm 
regards and please also convey my sincere respects and cordial 
greeting to Vice Chairman Deng Xiaoping, Premier Zhao Ziyang, 
and Vice Premiers Bo and Geng, with whom I had such good 
discussions last June. 

Sincerely, 

Alexander M. Haig, Jr. 

Enclosures: 
Letter from President Reagan to Vice Chairman Deng Xiaoping 
Letter from President Reagan to Premier Zhao Ziyang 
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DRAFT COMMUNIQUE 

(portions which vary somewhat from the 
principles approved by the President and passed 

to the Chinese on January 11, 1982 are underlined) 

In the Joint Communique on the Establishment of Diplomatic 
Relations between the United States of America and the 
People's Republic of China of January 1, 1979, the United 
States of America recognized that the Government of the 
People's Republic of China is the sole legal Government of 
China and acknowledged the Chinese position that Taiwan is a 
part of China. The two sides agreed, within that context, 
that the people of the United States would continue to 
maintain cultural, commercial and other unofficial relations 
with the people of Taiwan. On this basis, relations between 
the United States and China were normalized, and a rapid 
expansion of mutualli beneficial, strategic and bilateral 
relations occurred. 

The question of United States' arms sales to Taiwan was not 
settled in the course of talks between the two countries on 
establishing diplomatic relations. The two sides held 
differing positions, and the Chinese side reserved the right 
to raise the issue again, at a later time, following 
normalization. Recognizing that this issue could seriously 
hamper the development of u.s.-China relations, the two 
sides have held further discussions, during and since the 
meetings in October 1981 between President Ronald Reagan and ~ 
Premier Zhao Ziyang and between Secretary of State Alexander 1 

M. Haig, Jr. and Vice Premier and Foreign Minister Huang Hua. 

Respect for each other's sovereignty and territorial 
integrity and non-interference in each other's internal 
affairs constitute the funda~ental principles guiding 
U.S.-China relations. These )principles were confirmed in 
the Shanghai Communique of February 28, 1972 and reaffirmed 
in the Joint Communique on the Establishment of Diplomatic 
Relations, which came into effect on January 1, 1979. Both 
sides emphatically state that these principles continue to 
govern their relations and agree that they bear directly on 
the question of how to seek a mutually satisfactory 
resolution of u.s.-China differences over the question of 
the United States' supply of arms to Taiwan. 

The United States Government, in reiterating all the 
foregoing positions, wishes to make clear that it has no 
desire or intention to infringe on Chinese sovereignty or 
terr i torial integrity or to pursue a policy of fttwo Chinasft 
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or "one China, one Taiwan." The United States has long 
acknowledged that all Chinese on either side of the Taiwan 
Strait maintain that there is but one China and that Taiwan 
is part of China. The question of Taiwan is wholly an 
internal affair of the Chinese people. The United States' 
abiding concern is that the question of Taiwan be settled 
peacefully, by the Chinese people themselves. 
On September 30, 1981, China put forward a Nine-Point 
proposal which is a major effort to seek a peaceful solution 
to the Taiwan question. In discussing this peaceful 
proposal with the United States Government, the Chinese 
Government has declared that this peaceful approach has 
become its steadfast policy. 

Under the foregoing circumstances, the United States 
Government states that, with regard to its arms sales to 
Taiwan, there should be no need to exceed, either in 
qualitative or quantitative terms, the levels supplied in 
recent years, since the establishment of diplomatic 
relations between the United States and China. 

On the contrary, also under the foregoing circumstances, the 
United States Government states that it does not seek to 
pursue a policy of long-term arms sales to Taiwan, and, that 
it anticipates that its sales of arms to Taiwan will 
gradually diminish in future years. 

Both sides recognize that the question of United States' 
arms sales to Taiwan is an issue rooted in history; and both 
sides recognize that, in view of the importance of 
u.s.-China relations, it is an issue which should be 
resolved amicably. In this context, the Chinese Government 
states that more time should be allowed for the achievement 
of a thorough settlement of this issue. The Chinese 
Government expects the United States Government to make 
every effort to adopt measures to implement the above stated 
expectations, and pledges a strong corresponding effort to 
preserve the conditions under which this historical issue 
can be peacefully resolved. 

The development of US.-China relations is not only in the 
interests of the two peoples, but also conducive to peace 
and stability in the world. The two sides are ready to make 
joint efforts for the continued development of relations 
between the two countries. 

SECRET/ SENSI TIVE 
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PRINCIPLES TO BE EMBODIED IN A JOINT 
STATEMENT ON US ARMS SALES TO TAIWAN 

(approved by the President and passed to the Chinese on 
January 11, 1982--portions underlined would be modified 

somewhat in the draft communique now proposed) 

--The US has long acknowledged the Chinese position, held 
on both sides of the Taiwan Strait, that there is but one China 
and that Taiwan is a part of China. As early as the Cairo 
Conference of 1943, the US adopted a position which was 
consistent with and gave implementation to this view, and since 
the Shanghai Communique of 1972 the US has repeatedly 
reiterated this position. 

--us policy is based today on the 1979 US-China Joint 
Communique on the Establishment of Diplomatic Relations, in 
which the US acknowledged the Chinese position that Taiwan is a 
part of China. US unofficial relations with Taiwan (including 
US sales of defensive military equipment to Taiwan) occur only 
within this context. 

--The United States does not pursue,· and has no intention 
of pursuing, a •two Chinas,• or a •one China, one Taiwan• 
policy. Neither does the US seek to infringe or challenge 
Chinese sovereignty through its actions. In the 1972 Shanghai 
Communique and the 1979 Joint Communique which normalized 
relations, the US expressed its agreement that relations 
between nations should be conducted on the basis of respect for 
the sovereignty of all states. 

--Between 1971 and 1979, as US-China rapprochement and the 
normalization process moved ahead, the US specified that its 
military presence in Taiwan would be gradually reduced, "as 
tension in the area• diminished. This was progressively 
accompli~hed, enabling the US government to join with the 
Chinese government in establishing full diplomatic relations 
under the terms on the Joint Communique of January 1, 1979. 

--At the time of normalization, the US President, and later 
the US Congress, made clear that the us would continue to 
provide to Taiwan such items of a military nature which, in the 
US judgment, were necessary for its defense. The us has sought 
to implement this policy, which was the sine qua non for 
normalization, in a restrained and prudent manner, taking into 
account Chinese sensitivities. 
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--In continuing to adhere to this policy, the us is not 
asserting an inherent right to supply arms to Taiwan 
indefinitely. 

--on the contrary, the US believes that the necessity for 
continued US arms sales should diminish, as further reductions 
in tension in the area of the Taiwan strait occur, and as 
progress is registered in the peaceful resolution of the Taiwan 
question by the Chinese people themselves. 

--In this context, the us notes the Chinese government's 
position that a new situation has been created by the 
~nuciation of Chairman Ye Jianying's nine-point proposal for 
the peaceful reunification of Taiwan with the Chinese mainland. 

--The US considers this proposal to be a important 
manifestation of Chinese intent to pursue a policy of peaceful 
resolution of the Taiwan issue and notes that it was put 
forward by the governm~nt of China as a •strategic policy that 
will not be reversed.• 

--This major proclau1ation of intent by the Chinese 
government is fully co1 sistent with the long-standing US 
position that the resolution of the Taiwan question should be 
peaceful and that there should be no effort to determine the 
future of Taiwan by other than peaceful means. 

--The US thus anticipates that there will be a continuing 
and progressive reduction in tensions over the Taiwan issue and 
foresees no requirement to augment its supply of arms to Taiwan 
over existing levels, either in qualitative or quantitative 
terms. Moreover, as noted above, the US would expect the level 
of such supply to dimi~ish as progress toward peaceful 
resolution of the Taiwan issue is achieved. 
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OUTLINE OF ALTERNATIVE APPROACH TO THE CHINESE 

1. A letter from the President to Deng 

Asserting strong interest in improving US-PRC ties. 

Reaffirming the Shanghai Communique and the 1979 Normalization 
Agreement. 

Stressing his recognition of China's historic problems, and 
the common problem we share in terms of Soviet expansionism. 

Requesting China to be understanding of our historical 
problems, as we are of theirs. 

Containing no specific mention of our intention to proceed 
with Congressional notification re spare parts for Taiwan. 

2. A letter from Secretary Haig to the PRC Foreign Minister 

Making same points as President's letter. 

Offering to send an emissary to continue negotiating. 

3. In~tructions to Ambassador Hummel to inform the PRC that we will 
prJceed with spare parts notification to Congress. 

4. Ccntinuing efforts on the US side to improve language of the 
joint communique, particularly on the sovereignty issue. 

5. Tabling a new version of the proposed joint communique only when 
we have more significant changes to offer, particularly on the 
sovereignty issue. (The two proposed textual changes in State's 
paper are not significant enough to evoke a positive PRC response.) 

6. A cool and calm reaction to whatever steps the PRC feels it must 
) take in response to our moves. 
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