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NODI S 
E. 0. 12065: RO S-3 11/12/01 (HUMMEL, ARTHU R II.) OR-M 
TAG S: PI NT, PDEV, PER, CH 
SU BJE CT : A SCENARIO FOR DEA LING 111TH THE CH INA/TAIi/AN PROBLEM 

HEALTH , ANO THIS COULD . HAVE PROVO KED A SENSE OF URGENCY. 

5. DE VELOPMENTS OF TH IS SORT TOGE THER WI TH CHINESE 
DI SA PPOINTMENT AT OUR NONCOHH ITAL PUBLIC REACTION TO THE IR 
NINE POINTS COULD HAVE BROUGHT ABOUT THE SHARP ESCALATION 
IN THE CHINESE POSITION FROM THAT 1/HICH 1/E HE AR D DURING 
YOUR JUNE VISI T TO BEIJING ANO THAT IMPLIE D BY ZHANG 
1/ENJIN 'S TALKS IN 1/ASHINGTON IN LATE SEPTEMBE R. 
I I/AS STRUCK BY HUANG HUA'S REPE AT ED CH ARG ES THAT WE 
HAD FAILED TO GRASP THE SIGNIFICANCE OF THE NINE POI NTS 
ANO HIS EXHORTATION TO US TO CONVINCE CHIANG -C HING-KUO OF 
THE NEED TO ENTER INTO NEGOTIATIONS . 

6. ONE IMMEDIATE CHINESE OBJECTIVE IS, OF COURSE, TO 
EN GAG E US IN NEGOTIATIONS ON THE ARMS SALES IS SUE ANO 
TO DELAY THE NEXT ARMS PACK AGE FOR TAIWAN. SUCH A 
DELAY WOULD PRESUMABL Y INF LIC T• SOME PSYC HOLOG ICAL 
DAMAGE ON THE KMT, BUT PERH APS MORE IMPORTA NTLY, 
A SUFFICIENT DEL AY WOU LD PUT OFF THE US DEC ISION UNTIL 
AFTER THE 12TH PARTY CONGRE SS EARL Y NEXT YEAR . IT WOULD 
ALSO PROVIDE THE "COOLING OFF" PERIOD THE CHINESE NOW SAY 
THEY NEED (A PHRASE USED BY MFA VICE MINISTER ZHANG WENJIN 
IN CONVER SATION WITH UN DER SECRETARY STOESS EL NOV EMBER 11). 
I DOUBT THAT THE NPC SESS ION COMING UP AT THE 
END OF THIS MONTH PLA YED ANY ROLE IN THE CHINESE DECISION 
TO HANG TOU GH. NOR DO WE SEE ANY OTHER SIGNS THAT PUREL Y 
DOMESTIC EVENTS MAY HAVE PRECIPITATED THE ACTION . 

I 

BEIJI NG 264 0 
MESSAGE (CONT I NUED): 

OTG: 1302012 NOV 81 PSN: 008875 
1. SINC E RETURNING TO BEI JING I HAVE TRIED TO PULL 
TOGETHER HY THO UGHTS AB OUT THE MOTIVES AND OBJECTI VES 
OF THE HARD LINE LAID DOIIN BY HUANG HUA AND 1/AHT 1/E 
SH OULD DO AB OUT IT. 

2. EITHER SOMETHING HAPP ENED TO PROVOKE THE CHINESE 
INT O A SHARP ESC ALA TION OF THEIR LINE OR EL SE IT IS A 
FUR THER DEVELOPMENT IN A I/ELL THO UGHT OUT STRA TEG Y 
THAT HAS BEEN HAT CH ING FOR SOM E TI ME . OHE CAN ONL Y 
SPECULA TE ABOUT THE FIR ST THEOR Y. PERHAPS CNITHE 
PROCESS OF 1/0RKING OUT LEADERSHIP AGR EE MENT ON TH E 
NINE POINTS OF RECONCILIATION WITH TAIi/AN, SOME 
ELEMENTS IN BE IJING DEMANDED AS A QUI D PRO QUO 
CHINE SE INSISTENCE ON A CUT-OFF DATE FOR US ARMS SALES 
TO TAI PE I. 

3. DE NG AND OTHER CHINE SE LEADERS HAO SUGGESTED TO 
VISITORS OVER THE PAST YEA R THAT THERE I/AS SOME SORT OF 
UNDERSTANDING AT THE TIME OF NORMALIZA TION THAT US ARMS 
SAL ES TO TAIi/AN 1/0U LD DIMINISH OVER TIME AND EVENTUALL Y 
END. TH IS I/AS RA IS ED 111 TH FORMER PRESIDENT CARTER WHEN 

MESSAGE (CONTINUED) : 

HE WAS HERE IN AUGUST AND HE DIO A GODO JOB OF SH OXU TI NG 
IT DOI/N. NEVERTHELESS, IT IS POSSIBLE THAT DENG IN 
DEFEND ING THE NORMALIZATION AGREEMEN T IN BEIJING 'S INNER 
SANCTUM, ALLUDED TO THIS ALLEGED UNDERSTAN DI NG, AND TH AT 
HE IS VULNERAB LE ON THE ISSUE. 

4. ANOTHER OBVI OUS POSSIBILIT Y IS THAT THE CHINESE HAVE 
PENETRATED THE KMT BOTH IN WASH INGTON AND TAIPEI AND HAVE 
ACCESS TO INFORMAT IO N, POSSIBLY DISTORTED, ABOUT WHAT 
HAS BE EN SAI D ON AN AUTHORIZED OR OTHER BASIS TO THE 
TAIPE I AUTHOR ITIE S AB OUT OUR INTENTIONS. SUC H RE PORTS 
HAY HAVE INCREAS ED CHINESE SUSPICIONS THAT ELEMENTS 
IN THE US ARE HOPING TO FR USTRATE REUNIF IC ATION AN D TO 
FOST ER AN EVENTUAL TWO CHINAS SITUATI ON. IN 
ADDITION, BEI JING MAY HAVE BECOME AWARE OF HEIGHTENED 
CONCERN RECENTLY IN TAIPEI OVER CHIANG CHING-KUO'S 

7. LIK EWISE , WE SEE NO SPECIFIC INTERNATIONAL DEVELOPMENT 
OR SHIFT IN CHI NESE FOREIG N POLICY TH AT MIGHT HAVE 
INFLUENCED TH EIR POSITION ON TAIWAN ARMS SALES. THE 
CHINESE, HOWEVER, PROB ABLY DO FEEL SOMEWHAT LESS DIRECTLY 
THREATE NE D BY THE SOVIETS TH AN THEY DID A YEAR OR TWO 
AG O. POS SI BLY THI S HAS HAD "SOHE MARGINAL IMPACT ON 
BEIJING 'S APPARENTLY GREATER READINESS TO SEE AN IMPOR TANT 
IF LIMITED SET BACK IN CH INA -US REL ATIONS. CONCEIVABL Y, 
CHI NESE OBJECTIVE S COULD BE LIMIT ED TO: TYING DOWN A 
FIRM US COMMITMENT NOT TO SELL AN FX OR, AS RUMOR ED IN 
THE PRE SS, IT S EQU IVAL ENT THROUGH SOME SORT OF GIMMICKRY; 
OBTAINING A MORE FORTHC OM ING US PU BL IC POSTURE ON THE 
NEED FOR RECONCILIATION AND ON THE NINE POINTS IN 
PARTICULAR; AN D OBTAI NING AT LEAST A VAGU E US COMMITM ENT 
"THOROUGHL Y TO REMOVE THE OB STA CLE " OF ARMS SALES TO 
TAIWAN AT SOME UN SP ECIFIED POI NT IN TH E FUTUR E. 

DE LASSIFIED 

NlRR f»illlo./l ~ lpC>-Z..3 l 

BY~ik.. NARA DATE~y /13 
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6 E ORE ,..SECTION 02 OF 03 BE IJING 12640 
NOD IS 

8. \/HEN THE CHINESE ASSERT "PRINCIPL ED " DEM ANDS 
IN THE MANN ER THEY DID IN \IASHINGTON, HOIIEVE R, 
THEY HAVE NOT IN THE PAST BACK ED DO\IN UNTIL SATISFIED 
IN PR IN CIPLE. NEVERTH ELE SS, \IE HAV E TO ASSUME THAT THERE 
MAY BE SOME GIVE IN THE CHINE SE POSITION, AND WITHIN THE 
LIMI TS OF OUR NATI ONAL POLICY EXPLORE THE POSSIBILITIE S. 
OUR BROAO STRATEGY SHO ULD BE TO : 
--PREVENT THE DUSPUTE FROM SPILLING INTO THE PUBLIC 
ARENA, 
--AVOID "NEGOTI ATI ONS" AS OPPOSED TO "DISCUSSI ONS" OR 
ACCEPTA NCE OF A HOLD ON ROUTINE -RESUPPLY OF TAI i/AN, 
- -ELA BORATE OUR OWN SET OF PRINCIPLES THAT WOUL D GO AS 
FAR AS PO SSI BLE IN ADDRE SSING THE CHI NESE CON CER NS AND 
PROVIDING DE NG A RA TIONALE FOR ASSURING HIS COLLEAGUES 
THAT BE IJING ' S BAS IC INTEREST HAVE BEEN MET . 

9. THE CHINESE HAVE ASSERTED FOUR MAIN PRINCIPLES: 
A) US ARMS SALE S TO TAIWAN ARE A FUNDAMENTAL OBSTR UC TION 
TO THE PE AC EF UL REUNIFICATION OF TAIWAN WITH THE REST 
OF CH I NA; 
B) THE US MUST SET A SP ECIFIED PE RI OD OF TIME AFTER \IHI CH 
SUCH SALES Wil l CO NC LUDE: 
Cl IN THE IN TERIM, CHIN A CAN TOLERATE SALES AS LONG AS 
THEY ARE CLEARLY PHASING DO \IN AND OUT; AND 

MESSAGE (C ONT I NU ED ): 

0) THERE SHOULD BE NO SALES PRIOR TO THE CONCLUSION 
OF NEGOTIATION S ON THE SUBJECT. 

10. \.IE CA NNOT ACCEPT EIT HER THE DEMAND FOR A DATE 
CERTAIN FOR ARMS SALE S TO END OR A TEMPORAR Y CESSATI ON 
OF SA LE S PRIOR TO THE SUCCESSFUL CON CLUS ION OF 
NEG OTIATIONS ON THE ISSUE. BUT \IE CAN ATTEMP T TO 
VARYING DEGREES TO ADDRESS THE OTHER POIN TS \/HILE REMAINING 
TRUE TO OUR INTER ESTS, LA\./S AND POLICI ES. 
11. THE FIRST PRINCIPLE PROVI DES THE BASIC RATIONALE OF THE CHINESE 
POSITION . \.IE CAN COUNT ER IT ONL Y BE DEMONSTRATING THAT IT 
IS NOT TR UE AND DEALING \./ITH CHINESE SUSPICIONS HEAD ON. THE 
MOST EFFECT IVE VEHIC LE FO R ACCOMPLI SHING THIS PURPOSE WOULD 
BE A STATEMENT OR SPEECH BY THE PRESIDENT REIT ERATING OUR 
HISTORIC COMMITME NT TO THE TERRITORIAL INTE GRITY OF 
CHINA, ASS ERTING OUR BELIEF THAT PEACEFUL REUNIFICATI ON 

CAN AND 111 ll BE ACCOMPLISHED, ALTHOUGH IT WI LL BE A 
LONG AND HARD PROCE SS, AND \/ELCOM ING BE IJING' S POLICY 
OF CONCILIATION. \/HI LE RE AFFIRMING THAT \IE DO NOT 
SEE OURSELVES PLA YING A MEDIATOR ROLE , THE STATEMENT 
SHOULD DECLARE FORTHRIGHTLY THAT \IE FAVOR CONTACTS 
BETWEEN THE TWO SIDES AND OTHER STEPS TOWARD 
CONCILIATION AND REDUCTION OF TENSION S. 
IN ADDITIO N, THE STATEMENT SHOULD REAFF IRM OUR 
COMMITMENT TO PROVIDE APP ROPRIATE DEFENSIVE EQUIPME NT 
TO TAIWAN, BUT STRESS THAT THIS IS NOT AIMED AT 
FOSTERING THE PERMANENT SEPARATION OF TAI\/AN, BUT 
RATHER AT ASSURING STABIL ITY IN TAIWAN AN D MEE TI NG 
TAIWAN ' S MINIMUM DEFE NS E NEEDS \/HILE THE PROCE SS 
OF RECONCILIATION ACROSS THE STRAIT UNFOLD S. 

12. AT THE SAME TIME, \IE COULS APPRO ACH CHI ANG CHIN- KUO 
TO INFORM HIM OF OU R BASIC POL ICY: 
- -WE REMA IN COMMITTED TO THE SECURITY AND WELL-BEING OF 
THE PEOPLE OF TAIWAN; 
--WE Will CONTINUE All NECESSARY DEFE NS E SALES, INCLUD ING 
AN EARL Y PAC KAG E OF ROUTING ITEMS ; 
--\IE CO NTINU E TO FAVOR PEACEFUL RECONCILIATION OF THE 
TAIWAN ISSUE BET\/EE N BE IJING AND TAI PEI AND THUS \IE 
WELCOME THE MAINLAND'S OFFER OF UNCONDITIONAL TALKS 
ON THE BASIS OF EQUALITY AND HOPE THAT TAIPEI Will GIVE 
IT THE SERIOUS CO NSI DER ATION IT MERITS. 
--WE DO NOT SEE OUR SELVE S PLAYING A MEDIATOR ROLE IN 
TH IS PROCESS, HO WEV ER, NOR DO WE INTEND TO APPLY PRE SSURE 

MESSAGE (CONT I NUEO ) : 

ON TAIPEI TO CEGOTIATE; 
--OUR ARMS SAL ES TO TAIWAN AR E BASED UPON AN ASSES S­
MENT OF THE ISLAND'S SECURITY NEE DS AND THE EXISTING 
AN D FUT URE THREAT. OUR CURRENT ASSESSMENT IS THAT THE 
THRE AT FROM THE MA I NL AND IS LOIi, AND EVEN TE NT AT I VE 
STEPS TO\/ARD RECONCILIATION WOULD FURTHER REDUCE THE 
THREAT FROM THIS AREA. 
--WE HOPE, THERE FOR E, THAT TAIPEI \./Ill OVER TIME SHIFT 
THE RATIONALIZATION OF IT S DEFENSE FORCES AWAY FROM 
THE MAINLAND "THREAT" TO THAT OF REG IONAL SECUR ITY . 
SUCH A SHIFT IN DEFENSE RATIONALIZAT ION TOGETHER 
\./ITH A CONTINUED DECREASE IN TENSI ONS BET WEEN TAIWAN 
AND THE MAINLAND \/OULD FACILITATE OUR FUTURE ARMS 
SALES DEC ISIONS. 

SECRET 
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-6i ._o ~ P,,,fl>SECTION ll3 OF ll3 BE IJING 1264ll 
NOD IS 
CONTACTS 111TH THE CHINE SE 

13. I FORSEE A SCENARIO ALONG THE FO LL O\IING LINE S: 
- -THE DEPARTMENT AUTH ORI ZES HE TO TELL HUANG HUA OR 
ZHANG 1/ENJIN THAT \IE ARE STUDYYING TH E CHINESE POSITI ON 
AND Ill LL BE BACK TO THEM SOON; 1/E PREFER DISCUSSI ONS 
TO BE CONDUCTED ON THE AMBASSADORIAL LEVEL; AND THAT 
ANY LE AK OF THE CHIN ESE POSIT ION 1/0UL D SERIOU SLY 
COMPLICATE THE PROBLEM; 
--AN AUTHORITATIVE MESSAGE IS DELIVERED TO CHIANG 
CHI NG -KUO ; 
--1 SIMULTANEOUSLY DEL IVER A PRESIDENTIAL MESSAGE 
TO DE NT, REAFFIRMING THE BASIC POINTS MADE IN THE 
PUBLIC STAT EME NT 111TH THE ADDIT IONAL POINT THAT 
\IE ARE IN FACT DOING I/HAT \IE CAN TO ENCOURAGE 
RECONCILIATION, ALTHOUGH THIS IS A DELICATE AND 
COMPLICATED MATTER. THE PRESIDENT 1/0ULD ASSUR E DENG 
THAT THE US POSITION AS RECENTLY STAT ED MAKES CLEAR 
THAT OUR ARMS SALE S TO TAIi/AN ARE NOT AIMED AT 
CREATING A T\10 CHINA SITUATION, ARE NOT AN 
OBSTACLE TO RECONCILIATION, AN D IN FACT CO NT RIBUTE 
TO STABI LITY ON TAIi/AN AND AN ENVIRONMENT IN 1/HICH 
BEIJ ING ' S OFFERS TO TAIPEI CAN BEGINE TO EL ICIT A 
POSITIVE RESPONSE. 
- -AT THE SAME TIME, I COULD INFORM DE NG ORALLY THAT 

MESSAGE (CONT I NUED): 

ROUTINE SALES TO TAIi/AN \/ILL CONTINUE ON THE BASIS 
EXPLAINED BY YOU TO HUANG HUA IN 1/ASHINGTON, I.E., 
SUCH SAL ES \/ILL NOT EXCEED THE LE VELS AUTHORIZED UND ER 
THSICARTER ADMINISTRATION, EITHER QUALITATIVEL Y OR 
QUANTITATIVELY. I 1/0U LD ALSO REPEAT TO DENG 
YOUR STAT EME NT THAT THE US DOES NOT ASSUME THE RIGHT 
TO SUPPLY ARMS INDE FINITELY TO TAIi/AN, ADDING THA T 
AS RECONCILIATION PROGRESSES \IE 1/0ULD ASSUME THAT THI S 
PROBLEM 1/0ULD BE TAK EN CARE OF, I.E., BEIJI NG WOULD 
SE E IT AS POSING NO OBSTACLE TO AGREEMENT ON 
REUN IFICATION . 

14. I RECOGNIZE THAT THE PROPOSED SCENARIO IS A 
DIFFICULT ONE ON 1/HICH TO ACHIEVE AGREEMENT IN 
1/ASHINGTON, BUT IT IS BASED ON THE ASSUMPTION THAT 
US ARMS SALES TO TAIi/AN \/ILL ONLY DIMINISH AS A BONE 

IN THE THROAT OF US CHINA RELATIO NS AS SOME PROGRESS 
IS MADE TOI/ARD RECONCILIAT ION. IT ALSO ASSUMES \/HAT 
HAS BEE N FUNDAMEN TALLY INHERENT IN OUR POLI CIE S FOR THE 
LAST TEN YEAR S, THAT RECONCILIATION BETWEEN TAlPEI AND 
BEIJING IN A MANNER THAT DOES NOT THREATEN THE SECUR ITY 
OF \/ELL-BEING OF THE POEPLE OF TAI i/AN IS VERY MUCH IN 
OUR INTERESTS. 

15. DE NG XIAOPI NG SEEMS TO BE OFFER ING TO TALK 11 1TH \/All/AN 
WITHOUT AN Y STRINGS ATTACHED AND PROPOSING TAIWAN'S CONTINUED 
SEPARATIO N IN VIRTUALLY EVERY SPHERE IN RETURN FOR 
TAIPEI'S ACCEPTANCE OF SOME OF THE SYM BOL S OF UNITY. 
PERHAPS DE NG DOES NOT HEAN IT , BU T LOGIC AS \/ELL AS 
OUR STRATEGIC INTERESTS IN DEVELOPING FURTHER OUR 
RELATIONS 111TH CHINA RE QUI RE THAT \IE BE PERCEIVED TO 
WELCOME A FULL EXPLOR AT ION BY TAIPEI OF HIS 
OFFER, PAR TU C I LARL Y AS TH IS SEEMS TO BE THE KEY FO R 
RESOLVING THE ARMS SAL ES ISSUE. 

16. IF \IE DO NOT SUCCEDD IN DEFLECTING OR AMENDING THE 
PRC DEM AN D, THE COSTS TO OUR GLOBAL STRAT EGI C INTERE STS \/ILL 
BE CON SID ERABLE. BEFORE I LEFT WASHINGTON I SUGGESTED, AND 
THOUGHT IT \/AS AGREED, THAT A VERY QUIET STUDY BE DONE OF A 
"BAD CASE" SECNARIO, DE SCR IBING \/HAT STEPS THE PRC MIGHT TAKE 
TO DO \IN -GR ADE RELAT IONS, PROB ABL Y PROGRESSIVELY OVER A PERIOD 
OF TIME AND PROBABLY IN VOLVING ALL ASPECTS INCLU DI NG TRADE, 
EXCHANGES, MILITARY CONTACT S, AS \/ELL AS SIPLOMATIC 
REPRESENTATION. THIS STUDY, OR ANOTHER, SHOULD ALS O CONSIDER 

ME SSAGE (CONT I NUED ) : 

THE LI KEL Y REPERCUSSIONS, 1/HICH I THINK 1/0U LD BE QUITE SEVERE , 
IN OTHER COUNTRIES \/H OSE GOOD REGARD \IE VALUE : JAPAN , ANZUS, 
THE ASEAH, NATO, PAKISTAN, THE SAUDIS, ETC . \IE 1/0ULD EXPLAIN 
OUR VIE\IS AND ATT EM PT TO PLACE THE ONUS ON THE PRC \/HERE IT 
BELONGS . 
HO\IEVER , I SUSPECT THAT THE PRC'S PUBL IC EFFORTS AT JUSTIFICATION 
OF ITS ACTION, COMB IN ED 111TH SP OILING ACTI ONS BY OTHERS AROUND 
THE 1/0RL D (INCLUDING SOME IN THE US ) \/ILL LIMIT THE EFFE CT­
IVENESS OF OUR EXP LANA TIONS . SOME \/ILL APPLAUD OUR STANDING 
BY OLD FR IEND, BUT OTHERS \/ ILL BE SHAKEN BY THE MAIMING 
OF ONE OF OUR MAJOR PARTNERSHIPS IN CONFRONTING SOVIET 
EXP ANS I ON I SM. 
HUM ME L 

-S ECREf-
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I MME DI A TE 
DE RUMJPG # 3015 / 01 327062 0 
0 2305302 NOV 81 
FM A MEMB A SSY BEIJING 

TO SECST A TE WASHDC IMMEDI A TE 7500 

a EB~~ SECTION 01 OF 03 BEIJING 130 1 5 
NODIS 

av___ RA DATE.a,lit / 13 

E.O. 12 0 65 : RDS-1,3 , 4 11 / 23 / 01 (HUMMEL , A RTHUR W. JR . ) OR- M 
T A GS: PEPR , PIN T , E A GR , EE WT , PDEV, CH , T W 
SUB J ECT: MEETING BETWEEN FORMER VICE PRESIDENT MONDALE 
A ND VICE CHAIRMAN DENG XI A OPING 
1. : Jll'- ENTIRE TE X T . 

2. SUMMA RY: IN HIS NOVEMBER 22 MEETING WITH THE FORMER 
V ICE PRESIDENT , VICE CH A IRMAN DENG STRESSED THE ST A BILIT Y 
OF HIS GO V ERNMENT A ND THE SUCCESS OF ITS NE W INCE N TIVE-
B A SED A GRICULTUR A L POLICIES . HE NOTED THE CONTINUING 
PROGRESS IN US-CHINA RELATIONS BUT REFERRED TO "WORRISOME 
CONCERNS. " HE E X PRESSED THE HOPE TH A T THE " ACTIONS OF THE 
RE A G A N GOVERNME N T WILL NOT UNDERMINE THE EFFORTS IN THE 
DIFFICULT , A RDUOUS PROCESS IN THE NINE YE A RS SINCE 1972 , " 
A ND S A ID TH A T " BAC K SLIDING" IN US-CHIN A REL A TIONS WOULD 
A FFECT EH GLOB A L STRATEGIC PICTURE , NOT JUST BILATER A L 
REL A TIONS . HE NEVERTHELESS STRESSED CHINA ' S READINESS TO 
GO IT ALONE IN INTERN A TION A L AFF A IRS, IF WORSE CAME TO 
WORST . HE E X PRESSED THE HOPE THAT THE U.S. WOULD ACT I N 
A CCORD WITH A CLEAR PERCEPTION OF ITS NATIONAL INTEREST , 
N OTI N G WITH A PPROV A L THE ST A TEMENT B Y PRESIDENT NI X O N 
TH A T TH A T WA S WH A T HAD MOTIV A TED HIS 1972 OPENING TO 
CHIN A. 

3. DENG BELITTLED THE BIL A TERAL BENEFITS TO CHINA OF US-

MESS A GE (CONTINUED) 

CHIN A REL A TIONS , ST A TING TH A T EVEN "AFTER NORMALIZ A TION , 
THE U . S. H A S NEVER GIVEN US A NYTHING VER Y ADV A NCED , AND 
HAS EVEN REFUSED TO SELL US A COMPUTER TO CONDUCT THE UN 
CENS U S. " HE RE MA R K ED TH A T " THESE POLICIES REFLECT HO W 
THE U.S . LOOK S A T CHIN A -- WHETHER AS A P A RTNER OR AS A 
HOS T ILE FORCE , " A ND A SSERTED TH A T U . S . A TTITUDES WERE 
DECISIVE I N COCOM . 

4. DEN G S A ID TH A T T A I WA N WA S A POLITIC A L , NOT A M ILIT A R Y 
PROBLE M . U . S. A RMS S A LES TO T A I WAN POSED NO CREDIBLE M ILI-
T A R Y THRE A T T O CHI NA, B U T THE Y WERE A N A FFRONT TO CHI N ESE 
SO V EREIGNT Y A ND UNDER M INED BEIJING' S EFFORTS TO REUNIF Y 
CHI NA. CHIN A COULD DO WITHOUT THE BENEFITS OF A MERIC A N 
TECH N OLOG Y , HE S A ID , BUT H A D NO CHOICE O N T H E T A I WAN 
QUESTION . IF THE CHINESE LE A DERSHIP WENT AG A INST 
THE WILL OF THE CHINESE PEOPLE ON THIS ISSUE , THE Y MIGHT BE 
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OVERTHROWN, AN D IN AN Y EVENT , SHOULD RESIGN . THIS LEFT 
THE CHINESE GOVERN MENT "W ITH LITTLE OR NO ROOM FOR MANEU­
VER " ON THE ISSUE . HE CALLED FOR CONTINUED PRIVATE 
DIS CUS S IONS BETWEE N THE U. S. AND CHI NESE GOVERNME NTS T O 
DEAL WI TH T HIS PROBLEM. END SUMMARY. 

5 . TR ANSC RIPT OF MEETING NOVE MBER 22 BET WEE N FOR MER VICE 
P RESIDENT MOND ALE AND VICE CH AIRMAN DEN G XIAOPING . 
HOLBROO KE, AMB. HU MMEL , AN D POLOFF PEARSO N ALSO ATTE NDED . 
MFA V/ MIN ZH ANG WE NJI N, HAN XU AN D JI CHA OZH U WERE PRESE NT . 
-- DE NG : I HAVE NO T SEE N YOU SI NCE 19 79 . ARE YOU WEL L? 
MONDALE: NE VER BETTER . I RE MEMBE R MY 1979 VISIT WITH 
GRE AT AFFECTION. I AM ESPEC IA LL Y PLE ASED TO SEE YOU I N 
S UCH GOOD HE ALT H. 
-- DEN G: AT THIS AG E I HAVE OVERDONE BY SERVICE . DURIN G 
THIS VISIT , HAV E YOU NOTICED CH ANGES OVER THE P AST T WO 
YEAR S ? 
-- MONDALE : I HAV E SEEN MANY , ALL F AVOR ABL E, P ARTICUL ARL Y 
I N AGR I CULT URE . THE PEOPLE SEE M TO BE DRESSED BETTER AN D 
T HERE IS A SE NSE OF CO NFIDE NCE . 
--· DE NG: I N T HE P AS T THREE YE ARS, A LOT HAS CH ANGED , 
P ART ICUL ARL Y I N TH E RUR AL ARE AS . AROUND THE WORLD , MANY 
P EOPLE DISC USS WH ETHER CHI NA WILL BE ST ABLE . T HE KE Y TO 
WH ETHE R CHI NA IS OR IS NOT S TAB LE DEPE NDS ON THE SITU AT I ON 
I N T HE RURAL ARE AS. EIG HT Y PERCE NT OF CHI NA ' S POPU L AT ION 
L I VE I N THE RURAL ARE AS . 
IF TH E RUR AL POP UL ATIO N IS S ATISFIED , T HE N BAS I CALL Y 
THERE I S ST ABIL I T Y. MY OWN HO ME PROVI NCE IS SICH UAN 

MESSA GE ~ ONTINU ED ) 

P ROVI NC E WHICH SU F FE RED SER I OUS FLOODS AND QUI T E SERIOUS 
DAMAGE THIS YE AR. TWE NT Y MILLION OF THE TOT AL P ROVIN CE 
PO PU L ATIO N OF 100 MILLIO N SUFFE RED I N TH E FLOODS . WE 
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ORIGIN ALL Y THOUGHT TH AT GR AIN PRODUCTION THERE WOULD BE 
A LITTLE LESS BUT ON THE CONTRAR Y PRODUCTION WENT UP AND 
GRAIN PRODUCTION WA S BETTER TH AN LAST YE AR. C ASH CROPS 
ARE BETTER TOO . 
-- MOND ALE : CHIN A'S AGRICULTUR AL SUCCESSES FORM A 
DR AMTIC CO NTRAST WITH THE SITUATION TO THE NORTH WHERE 
THE RE HAV E BEEN THREE AGRICULTURAL DISASTERS IN A RO W. 
DENG : OUR WEATHER WAS NOT FAVORABLE , BUT OUR 
SUCCESS IS DUE MAINL Y TO OUR CORRECT POLIC Y WHICH HAS 
PROVEN TO BE EFFECTI VE. WE NO W ARE SUMMING UP OUR 
E XPERIENCE IN AGRICULTURE IN ORDER TO STR AIGHTEN UP 
I NDUSTRY AND INCRE ASE THE PRODUCTION OF URBAN WOR KERS. WE 
ARE TR YING TO INCREASE THE WOR KERS ' PRODUCTIVIT Y BY GR AD­
UALLY EXP ANDING THEIR DECISION POWER IN OPERATIONS AND 
MANAGEMENT. IN ADDITIO N, WE HAVE TO OVERCOME DEEPROOTED 
BURE AUCR ACY IN THE MANAGEMENT SYSTEM -- WE ARETRYING 
HARD . THE QUESTION OF RESTRUCTURI NG IS COMPLE X BUT IS A 
MUST . ON THE WHOLE , THE SITU ATION IN CHIN A IS QUITE GOOD . 
THE TURNING POINT WAS THE END OF 1978. AT THE END OF 1981 , 
IT WILL HAVE BEEN TRHEE YEARS SINCE WE ADOPTED CORRECT 
POLICIES WHICH HAVE BEEN PROVEN TO BE EFFECTIVE . IT 
LOO KS QUITE PROMISING. 
-- MONDALE: AS AN OUTSIDER , YOUR PROGRESS LOO KS GOOD . 
YOUR APPRO ACH TO AGRICULTURE SEEMS TO HAVE PARAL L ELS TO THE 
INCENTIVES TH AT HAVE MADE US AGRICULTURE UNBELIEVABLY 

MESS AGE (CONTINUED) : 

ABUNDANT AND THE SOURCE OF POLITIC AL STABILIT Y. 
DENG: THE SITUATION OF CHINA AND THE US IN AGRICULTURE 

IS DIFFERENT -- HERE WE HAVE TOO LITTLE AR ABLE L AND. AND 
ON TH AT LITTLE LAND , PEOPLE HAVE THOUGHT WE CARRIED OUT 
IN T ENSIVE AGRICULTURE , BUT THE FACT IS , THAT IN THE P AST , 
WE DID SOME FOOLISH THINGS. FOR E XAMPLE , ONE OF OUR 
POLICIES WA S " EVERYO NE E ATS FROM THE S AME POT . " FOR 
INST ANCE , THE L AND ON E ACH SIDE OF THE YELLO W RIVER IS 
L ARGEL Y S AND , S ALINE OR AL KA LINE , AND NOT SUIT ABLE FOR 
PRODUCTIO N OF FOOD GR AI NS . BUT PRODUCTION OF FOOD GR AINS 
WA S FORCED ON THESE L ANDS , AND THE Y PRODUCED VER Y LITTLE . 
NO W THE PO WER OF DECISION MAK ING HAS BEEN DELEG ATED TO 
PROD UCTION TE AM S , THE PE AS ANTS' E NTHUSI ASM HAS BEEN 
AROUSED , AND WE ARE GRO WING PE ANUTS INSTE AD OF GR AIN AND 
COTTON INSTE AD OF GR AIN . THE RESULT IS TH AT PRODUCTION 
HAS MULTI P LIED MORE TH AN TE NFOLD I N SOME C ASES - - IT HAS 

SEC Rf T · 



-SEeREl 
WHITE HOUSE SITUATION ROOM 

PAGE 02 OF 02 BEIJING 3015 DTG: 230530Z NOV 81 PSN : 023889 

BEEN QUITE A LARGE INCREASE. 
-- MONDALE: SINCE WE MET LAST , WE HAVE BOTH LEFT OFFICE 
AND BOTH ARE P ARTY LEADERS, EXCEP ~ THAT YOUR OFFICE 
REFERRING TO THE MEETING ROOM) IS BETTER TH AN MINE . 

-- -oENG: NOW I AM LETTING THE MORE ENRGETIC PEOPLE DO 
THE WOR K AND AM TR YING TO REDUCE MY WORKLOAD SOMEWH AT . 
YOU CAN SEE TH AT SINO-US RELATIONS HAVE CONTINUED TO 
DEVELOP , THOUGH THERE ARE STILL SOME PROBLEMS , SOME 
WORRISOME CONERNS . VICE FOREIG N MINISTER ZHANG WENJIN 
HAS ALRE ADY DISCUSSED THESE WITH YOU . AS SOON AS THE 
AMB ASSADOR CAME TO HIS OFFICE HERE HE MET THESE PROBLEMS . 
I HOPE THE TWO SIDES WILL BE ABLE TO HANDLE THIS PROBLEM 
PROPERL Y. WE HOPE TH AT ACTIONS OF THE REAGAN GOVERNMENT 
WILL NOT UNDERMINE THE EFFORTS IN THE DIFFICULT , ARDUOUS 
PROCESS IN THE NINE YEARS SINCE 1972 . 
CHINA DOES NOT CONSIDER THE T AI WA N PROBLEM FROM MEREL Y 
ITS OWN NATIONAL INTERESTS. IF THE CHIN A-US RELATIONSHIP 
IS ALLOWED TO BACKSLIDE , THIS WILL AFFECT THE GLOB AL 
STR ATEGIC PICTURE , NOT JUST THE REL ATIO NS BET WE~N OUR T WO 
COUNTRIES . 
NO MATTER WHA T CH AN GES TAKE PL ACE IN THE WORLD , CHINA 
WIL L SUR VI VE. CHI NA HAS LIVED I N ISOL ATION AN D POVERT Y 
I N THE P AST FOR LO NG PERIODS. WE HAVE OFTEN TOLD OUR 
FR I ENDS, P ARTICUL AR LY OUR SOUTHE AST ASI AN FRI ENDS , THAT 
CHIN A IS CONCER NED WITH PEACE IN THE P AC IFIC AND ASI A, BUT 
IF TH E STRAITS OF MA L ACC A ARE CUT OFF , CHINA CAN STILL 
SURVI VE. HISTORIC ALLY, WE WENT THROUGH DIFFICULT TI MES 
IN YAN' AN , AND WE MANAGED TO SURVIVE AND DID VERY WE LL . 

MESSAGE (CONTINUED): 

CHAIR MAN MAO ZEDONG AN D PREMIER ZHOU ENL AI FOR MANY 
YEARS SOUGHT TO IMPROVE RELATIO NS WITH JAPAN , THE US AND 
EUROPE OUT OF CONSIDERATION FOR THE GLOB AL STR ATEGIC 
SITU ATION. SO WE HAV E AL WAY S APPRECI AT ED PRESIDE NT 
NIXON'S FIRST ST ATEMENT TO US WHE N HE FIRST VICITED CHI NA . 
HE SAID THE US WANTS TO IMPRO VE REL AT IO NS WITH CHIN A OUT OF 
ITS OWN NATIONAL INTEREST . THIS WA S A GOOD STATE ME NT WH ICH 
CAME FROM HI S HEART. AN D WE THIN K TH AT ONL Y FROM THIS 
VIEWPOINT CAN OUR TWO NATIONS HANDLE OUR PROBLE MS , SUCH AS 
T AIWAN , AND CAN FIND CORRECT WAY S TO HAN DLE ISSUES . WE 
SHOULD PUT SUCH PROBLEMS IN A STR ATEGIC AN D POLITIC AL 
PERSPECTI VE. 
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-- MOND ALE: I AGREEDENTIRELY WITH ALL TH AT YOU HAVE SAID . 
IN MY SPEECH I N 19 79 AT BEIJI NG UNIVERSITY , I SAID THAT 
US-CHINA RELATIONS WERE VERY IMPORT AN T IN THE BIL ATER AL 
SENSE , BUT MORE IMPORT AN TL Y, WERE FUNDAMENT AL FOR PE AC E IN 
ASIA AN D THE WORLD . OUR RELATIONS ARE OF GRE AT VA L UE TO 
THE US AN D I HOPE AN D BELIEVE THAT THE S AME IS TRU E FOR 
YOU. BU T WE AR E ALSO DE AL ING WITH THE F AR MORE I MPO RT ANT 
ISSUE OF PE ACE IN THE WORLD . IF THE PROGRESS WE HAVE MADE 
ON THE BASIS OF THE SH AN GH AI COMMUNIQUE AND THE JOINT 
COMMUNIQUE ON NORMAL IZ ATION AS WELL AS THE AGREE ME NTS 
TH AT FOLOOWED THESE , WERE TO SUFFER DAMAGE , AN D OUR 
REL ATIO NS TO SUFFER A RUPTURE , . THEN THERE WOULD BE DIS MAY 
AMONG CIVILIZED PEOPLES AND JOY IN MOSCOW, HAN OI AND 
HAV ANA. THE CHINESE ROLE IN THE WORLD IS A SOURCE OF 
GRE AT STRENGTH . WE HAVE COME SO FAR , WE CANN OT ALLO W 
SERIOUS DAMAGE TO OCCUR TO OUR RELATIONSHIP . I RECALL THE 
T ALKS I HA D HERE WITH YOU IN 1979 I N WHIC H WE MOVE D THE 
REL ATIO NS HIP FOR WARD AN D WHI CH I CO NSIDER THE HIGH POINT OF 
MY VICE PRESIDENC Y. I WILL DO ALL I C AN TO MOVE THE US­
CHINA REL ATI ONSHIP FOR WA RD AN D HAV E IT HANDLED I N A PROPER 
WA Y. 
AND I SENSE AGAI N A DELIC AT E MOMENT IN US -CH I NA 
REL ATIONS AN D HOPE WE CAN MANAGE THIS WITH GRE AT C AR E AND 
MOVE FORWARD IN TH E REALTIONSHIP . SOME OF THESE AREA S 
AR E E CONOMIC , INVOL VIN G S ALES OF TECHNOLOGY, E XIMB ANK S ALES 

MESSAGE (CONTI NUEDj : 

AND CREDITS , ALL OF WHI CH ARE IMPORTANT. 
MATTERS OF DEL AY AN D DIFFICULTIES FOR US 
TO COOPERATE I N HELPING YOU FU L FI L L YOUR 
GOALS. THERE IS AL SO CO AL, THE TR AN SFER 
AN D THE TEXTILE AGREEMENT . 

OTHERS AR E 
BUSINESSES SEE KING 
DEVELOP MENT 
OF TECHNOLOG Y 

THEN WE HAV E THE HIGHL Y DELIC ATE NATURE OF THE T AI WAN 
PROBLE M. AT THE TIME OF NOR MALI Z ATION , WE AL L AC CE PT ED 
THE PRINCIPLE OF ONE CHIN A GOVER NED FROM BEIJING AN D THE 
TER MIN ATION OF TRE ATIES AND DIPLOMATIC RELATIONS WITH 
TAI WAN. I WOULD LI KE TO RESPOND ON THIS QUESTION IF WE 
COULD DISCUSS IT IN A PRIV ATE TETE- A-TETE AT THE E ND OF 
THI S SESSION. 
- - DE NG : FINE. I THIN K YOU KNO W TH AT AFTER NORL AIZ ATION , 
THE US HAS NEVER GI VEN US ANY THING VERY ADVANCED , AN D HAS 
EVE N REFUSED TO SELL US A COMPUTER TO CO NDUCT THE UN 
CENSUS . BUT TH AT IS ALL RIGHT , WE CAN MANAGE WITHOU T IT . 
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OF COURSE , WE HOPE WE CAN GET IT, BUT IF WE CANNOT, WHAT 
CAN ONE DO? WE HOPE OUR AMERICAN FRIENDS WILL STUDY THIS 
QUESTION. 
THE POLICIES REFLECT HOW THE US LOOKS AT CHINA 
WHETH~R AS A PARTNER OR AS A HOSTILE FORCE. THE TAIWAN 
PROBLEM IS A POLITICAL ONE. I ONCE SAID TO SOMEONE THAT 
CHINA IS NOT WORRIED THAT BY THE SALE OF THE FX TO TAIW AN 
TAIWAN COULD CRUSH US. WE ARE NOT WORRIED ABOUT THAT, 
BUT THIS IS INTERFERENCE IN CHINA ' S AFFAIRS AND UNDERMINES 
EFFORTS TO RETURN TAIWAN TO THE MAINLAND. THAT IS THE 
PROBLEM. 
WE HAVE TOLD MEMBERS OF SOUTH HOUSES OF THE AMERICAN 
CONGRESS THAT IF CHINA SAYS IT WILL NOT USE ARMED FORCE 
AGAINST TAIWAN IN ORDER TO ACHIEVE REUNIFICATION , THEN 
CHI AN G CHING-KUO WILL BE VERY COCKY AND NOT TALKS WITH US. 
THE SALE OF WEAPONS IS EVEN MORE SERIOUS . SPEA KING 
CANDIDLY , IF THE US REFUSES TO GIVE. US A COMPUTER, WE CA N 
DO WITHOUT IT , BUT ON THE QUESTION OF US WEAPONS SALES TO 
TAIWAN, CHINA HAS NO ALTERNATIVES. 
SOME AMERICANS HOLD THE VIEW TH AT WE MUST CONSIDER THE 
PROBLE M OF THE PRO-TAIWAN FORCES AND THEIR FEELINGS . I N 
CHINA , WE HAVE THE FEELINGS OF ONE BILLION PEOPLE. AND 
IF ON THIS QUESTION, THE LEADERS GO AGAINST THE WILL OF 
THE PEOPLE , THEN AT LE AST WE SHOULD STEP DOWN FROM OUR POSTS. 
SO I WOULD LI KE TO SAY THAT IF SUCH IS THE CASE WE WILL BE 
LEFT WITH LITTLE OR EVEN NO ROOM FOR MANEUVER. 
PERMIER ZHAO DISCUSSED THIS QUESTION WITH PRESIDENT 
RE AGAN AND FOREIGN MINISTER HU AN G HU A DISCUSSED IT WITH 

MESSAGE (CONTINUED ) 

SECRETAR Y HAIG AND PRESIDENT REAGAN . WE SINCERELY HOPE 
THAT THE US WILL UNDERSTAND THE CHINESE POSITION AND 
HAND LE IT APPROPRIATELY OS AS NOT TO LEAD TO T WISTS IN 
OUR RELATIONSHIP. OF COURSE , WE AR E GOING TO CONTINUE 
SUCH DISCUSSIONS PROVATELY AND HOPE THE TWO SIDES WILL 
ADOPT AN APPROPRIATE FORM TO DEAL WITH THIS PROBLEM. ON 
THIS CHINA DOES NOT WI SH TO SAY MORE AT THIS TIME . 
-- MONDALE: I AM EMB AR RASSED TH AT THE LANDSAT S AT ELLITE 
ST AT ION , THE CENSUS COMPUTER AND OTHER COMPUTERS THAT WE 
S AID WE WOULD SELL TO CHINA HAVE STILL NOT BE DELIVERED . 
SOME OF THE SALES MUST GO THROUGH THE COCOM PROCESS AND FOR 
OTHERS THERE ARE OTHER PROBLEMS , BUT I HOPE OUR GOVERNMENT 
WIL L GIVE PRIORITY TO THE CHINESE REQUESTS AND WILL SA Y 
SOMETHING ABOUT THIS WHEN I RETURN. THE TAIWAN QUESTION IS 
THE KEY POINT IN THE EFFORT TO MOVE FOR WA RD IN THE 
REL ATIONSHIP , AND ON THIS I WILL MA KE MY POINTS PRIV ATEL Y. 
-- DENG : THE US HAS A BIG SAY IN COCOM, AND IF THE US 
GOVERNMENT MADE UP ITS MIND, IT WOULD NOT BE TOO DIFFICULT. 
AS FOR THE TAIWAN QUESTION , SUGGEST WE NOW HAVE OUR 
PRIVATE MEETING . 

MONDALE: FINE. END TEXT . 

6. THE VICE PRESIDENT HAS REQUESTED THAT HE BE PROVIDED 
WITH A COPY OF THIS TRANSCRIPT . 
HUMMEL 
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NODIS 
E.O. 12065 : RDS3 , 411 / 23 / 01 (HUMMEL , ARTHUR W., JR) OR-M 
TAGS: PEPR , PDEV, MASS , CH, T W 
SUBJECT: MONDALE-DENG IN SMALL GROUP 

1 . Giiii~!!"!" - ENTIRE TEXT. 

2 . THIS MESSAGE SUPPLEMENTS NODIS SEPTEL WHICH REPORTED 
ON FIRST PORTION OF MONDALE-DENG CONVERSATION . IN FIRST 
PORTION AMB HUMMEL AND EMBOFF WERE PRESENT. IN THIS 
SECOND PORTION ONLY MONDALE AND HOLBROO KE ATTENDED. NOTES 
ARE HOLBROO KE' S, DISCUSSED BY AMBASSADOR WITH MONDALE AND 
HOLBROO KE. 

3. SUMMARY: IN HIS NOVEMBER 22 "PRIVATE" MEETING WITH 
VICE CHAIRMAN DENG XIAOPING, FORMER VICE PRESIDENT MONDALE 
ST ATED IN STRONG TERMS THAT WHILE HE AND OTHER LEADING 
DEMOCRATS WOULD OPPOSE THE SALE OF THE FX OR OTHER 
ADVANCED WEAPONRY TO T AI WAN , AS WELL AS ANY MOVE THAT 
MIGHT BE INTERPRETED AS IMPLYING SUPPORT FOR A "TWO CHINA" 
POLICY, AND MIGHT BE ABLE TO DO SO SUCCESSFULLY, " IT WOULD 
BE IMPOSSIBLE FOR ANY PRESIDENT" OR ANY DEMOCR AT "AT THIS 
TIME TO ACCEPT A FULL CESSATION OF ALL ARMS SALES TO TAI­
WAN OR TO SET A DATE CERTAIN FOR THEIR CESSATION . " HE 
ARGUED THAT PRESSURE ON THE U. S. TO CEASE ALL ARMS SALES 
TO TAIWAN WOULD REINVIGORATE THE "TAIWAN LOBBY" AND 

MESSAGE (CONTI NUEDl : 

STATED HIS VIEW THAT A "RUPTURE" ON THIS ISSUE WOULD BE 
A " DISASTER " FOR CHINA AND THE WEST. HE URGED FLEXIBILIT Y 
ON BOTH SIDES IN SEE KING A SOLUTION. 

4. VICE CHAIRMAN DENG S AID THAT THE MOD ALITIES COULD BE 
WOR KED OUT IN DISCUSSION WITH THE U. S ., BUT STRESSED TAHAT 
THE CHINESE GOVERNMENT HAD "PRACTICALLY NO MANEUVERABILIT Y" 
IN SEEKING "THE GRADU AL REDUCTION OF WEAPONS S ALES TO 
TAI WAN WITHIN A SPECIFIC TIME FRAME." NEVERTHELESS , HE 
SOMEWHAT AMBIGUOUSLY CONFIRMED VICE FOREIGN MINISTER ZHANG 
WEN J IN ' S SUGGESTION THAT THE CHINESE POSITION ENCOMPASSED 
EXPLICIT AGREEMENT BY BEIJING TO "SMALL AMOUNTS OF WEAPONS 
TO BE SOLD TO T AIW AN " IN PL ACE OF PAST OBJECTIONS TO ALL 
SUCH SALES . <COMMENT: THIS TIES IN WITH PREVIOUS CHINESE 
SUGGESTIONS THAT THE QUESTION OF TAIPEI ' S ACCESS TO 
FOREIGN ARMS, SUBJECT TO BEIJING'S APPROV AL , IS A SUBJECT 
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TH AT COULD BE DECIDED IN NEGOTIATIONS BETWEEN THE KUOMIN­
TANG AND THE CHINESE COMMUNIST PARTY . END COMMENT .) 

5 . DE NG DESCRIBED THE U.S . AS HAVING NEEDLESS(Y COMPLI­
CATED THE ISSUE OF ARMS SALES TO TAIWAN. THE EXACT IMPORT 
OF THIS STATEMENT IS UNCLEAR, BUT IT SEEMED TO MONDALE TO 
REFER TO SUGGESTIONS THAT THE U. S. SELL TAIWAN THE "FX" 
WITHOUT CALLING IT THAT. END SUMMAR Y. 
BEGIN TE XT : 
-- MONDALE: I ASKE D FOR THIS TETE-A-TETE TO SPEAK 
FR ANK LY , THOUGH ONLY FOR MYSELF , AS I CA NN OT SPEAK 
FOR THE US GOVER NMENT . 

AS ONE COMMITTED TO THE NORMALIZATI ON OF OUR RELATIONS , 
I BELIEVE THAT A RUPTURE WOULD BE A DISAST~R FOR CIVILI­
ZATION . NONE OF THE CONSEQUENCES WOUL D BE GOOD. I WANT 
TO DESCRIBE FOR YOU THE CONSEQUENCES AS I SEE THEM FROM 
MY SIDE OF THE P ACIFIC. 

THERE IS GROWING SUPPORT FOR NORM AL IZA TION IN MY 
COUNTR Y AS WELL AS GRO WING REALIZATION OF ITS BENEFITS . 
THE DIFFICULTY OF THE PRESENT SITUATION IS THIS: AT THE 
TIME OF NORMALIZATION , WE STATED THAT WE WOULD MAKE 
S ALES OF "CAREFULL Y SELECTED DEFENSIVE WEAPONS" CON A 
RESTR AINED BASIS) . THESE ARE THE WORD OF PRESIDE NT 
C ARTER HIMSELF . WE S AID TH AT WE WOULD MAKE PRUDENT , 
CAREFUL , NON-OFFENSIVE S ALES , AND THAT SUCH SALES WOULD 
BE FURTHER INFLUE NCED BY THE SITUATION IN THE TAIWAN 
STR AIT. I RE ALIZE TH AT YOUR GOVERNMENT OBJECTED TO THIS. 

THE E ASI EST PART OF THE PROBLEM IS THE " F X"; OR ANY 

ME SS A GE (CONTINUED) 

OTHER WE APONR Y TH AT ADVAN CES T AI WAN' S OFFENSIVE CAP ABI­
LI TI ES ; OR ANYTHING ELSE TH AT ENH AN CED TAI WAN' S MILITAR Y 
C AP ABILITIES ; OR ANY THING TH AT CARRIED WITH IT THE IM­
P LI CATION OF A MOVE AWAY FROM A ONE-CHIN A POLIC Y OR A 
CHANGE IN OUR RELATIONSHIP WITH TAIPEI . MY FRIENDS (IN 
THE US ) --- ARE OPPOSED TO THE S ALE OF THE " F-16," AND 

BEIJING 3016 DTG : 2305312 NOV 81 PSN: 023883 
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THE " F X" IS OUT AS WELL . IT WOULD CARRY WITH IT THE 
WRO NG CO NN OT ATIONS . FIRST , THERE IS NO NEED FOR IT . 
SECO ND, IT WOULD SE ND THE WRONG SIG NAL . THIRD , THERE IS 
NO IDENTIFI ABLE THRE AT TO WHICH IT RESPO NDS . FOU RTH , 
YOUR I MAGI NA TI VE NI NE-POI NT PROPOS AL ARG UES TH AT ANY WE A­
PO NS S ALES TO T AI WAN SHOULD BE MODEST . 

HAV I NG S AID TH AT, I THIN K I MUST S AY I T WOULD BE 
IMPOSSIBLE FOR ANY PRESIDE NT , OR ANY OF US AT THIS TI ME 
TO ACCEPT A FUL L CESS ATION OF ALL ARMS S ALES TO T AI WAN 
OR TO SET A DATE CERT AI N FOR THEIR CESS ATIO N. WHE N I 
ORIGIN ALL Y ACCEPTED YOUR GO VERN MENT ' S INVIT ATION TO 
CO ME HERE (SO ME TI ME AGO j , I DION ' T I NTE ND TO BRING 
THI S ISS UE UP . BUT PRESIDE NT CARTER AN D OTHE R 
FRIE NDS AS KED ME T O TELL YOU TH AT THE Y AGREE CO MPLETEL Y 
TH AT (PRE S S I NG YOU R DEMAN DS ) WOULD ONL Y RE I NVI GOR A TE THE 
T AI WAN LOBB Y I N THE U. S . IT WOULD STRENGTHEN THOSE IN 
THE U. S. GO VERN MENT WHO WA NT A T WO-CH INA POLIC Y AND 
WE AK E N THOSE WHO OPPOSE SUCH A POLIC Y. IT WOULD BRING 
J OY TO HANOI AND MOSCO W. 

IF YOU R PO L ICIES C AN BE BROUGHT FOR WA RD DELIC ATEL Y 
AND S KILL FU LL Y, THE N YOU ARE ON YOUR STRO NGEST GRO UN D. 
MANY OF US WOULD OPPOSE AN "F X" S ALE AN D WOU L D HAV E 
SOME CH AN CE OF SUCCEEDI NG IN BLOC KING IT . I WAN TED T O 
S AY THIS TO YOU I N PRI VA TE BEC AUSE I HAV E THO UGHT A LOT 
ABOUT IT , AN D I ' VE T AL KED TO MANY OF YOUR FRIE NDS I N 

MESS AGE ~O NT I NUED) 

THE U. S. ABOUT I T , I NCLUDING PRESIDE NT C ARTER . 
DE NG: AS FOR THE MOD ALITIES , OUR T WO SIDES C AN WOR K 

TH I S OUT T OGETHER . B UT THE PRESE NT PROPOS AL IS A DIS­
GUISED S ALE OF ADVAN CED WE APO NR Y TO T AI WAN . FOR E XAMPLE , 
IF YOU SELL (NE W T YPES OF ) ENGINES AND OTHER P ARTS , IT 
E NHANC ES T AI WAN ' S WE APO NS S YSTE MS. VICE MI NI STER ZH AN G 
WE NJ I N HAS TO L D YOU IT WOUL D BE POSSIB L E FOR OUR T WO 
SIDES TO DISC USS T HE QUEST I ON OF S MAL L AMOUNTS OF WE A­
PONS TO BE SOL D TO T AI WAN . BUT T HE P RESENT SITU ATIO N 
I S NO T AS YOU HAVE S AID . S OME AME RIC AN HAVE S AID T HAT 
AS L ONG AS THE R E E XIST S A THR E AT FROM THE SOVIET UN IO N, 
CHI NA WILL S WALL OW ANY BI TT ER PILL THE U. S . GIVERS IT. 
WE ARE FO R TH E GR ADUAL REDUCTIO N OF WE APONS S ALES TO 
T AI WAN WIT HIN A S PECIFIED T I ME FR AME . 

MONDAL E : I UNDERS T AND T HE I MPOR TAN CE OF THE T AI WAN 
I SSUE TO YOUR SID E . 

·S EBREt= 
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DENG: BUT SOME AMERICANS AND SOME ARTICLES IN YOUR 
PAPERS RECENTLY HAVE NOT DEMONSTRATED SUCH UNDERSTANDING . 

MONDALE : I BELIEVE THE FUTURE OF PRO-TAIPEI SENTI­
MENT IN MY COUNTRY IS LIMITED. IT IS DYING OUT, UNLESS 
THROUGH OUR RESPECTIVE POLICY FAILURES WE GIVE IT NEW 
LIFE AN D HOPE . EVEN THIS ADMINIST RATION IS COMING 
AROUND ON THE ISSUE . TAIWAN REMAINS TIED TO THE U.S. 
BY A (PSYCHOLOGICAL) UMBILICAL CORD . ANYTHING TH AT RE­
VIVES AND STRENGTHENS THE TAIWAN LOBBY SIMPLY DE GERS THE 
DAY WHEN TAIWAN'S LEADERS ACCEPT THE SH ANGHAI COMMUNIQUE , 
THE NORMALIZATION COMMUNIQUE, AN D YOUR NINE-P OINT PROPO­
S AL . 

THOSE OF US IN THE U.S. WHO WANT TO MOVE AHEAD WITH 
YOU WILL BE ABLE T O DO SO, IF WE GET A FORMUL.ATION THAT 
DOES NOT CALL FOR AN ABSOLUTE CUT-OF F OF ARMS SALES TO 
TAIWAN . OTHERWISE , THIS WILL BE VERY DIFFIC ULT. I WANT 
TO PRESS FORWARD ON THIS ISSUE ... 

DENG: AS A MATTER OF F ACT, THE U.S . S ID E HAS RAISED 
FURTHER COMPLIC ATIONS ON TH IS ISSUE . (COMMENT : APPA-
RENTLY REFERRING TO RECENT PUBLIC ST ATEMENTS ON THE 
" F X" ISSUE AND TO RECENT INDIC ATIONS THE U. S . MIGHT 
SOON ATTEMPT S AL E OF THE EQUIV ALENT OF THE "FX" WITHOUT 
CALLING IT TH AT, E ND COMMENT. ) THERE SHOULDN ' T HAVE 
BEEN ANY NEED TO DO ANY SUCH THI NG, BUT NOW THE 
ADMINISTRATION HAS RAISED THIS PROBLEM AGAI N. 

AS A FRIEND , I FULL Y UNDERSTAND YOUR POSITIO N AN D 
TH AT OF YOUR FRIENDS ON THIS MATTER . AS I S AID JUST 
NOW --- VER Y C AREFULL Y -- WE HAVE PRACTIC ALLY NO MANEU-

MESSAGE (CO NTIN UED ) 

VER ABILIT Y ON THIS ISSUE . WE C ANNOT ABANDON OUR PRIN­
CIPLES . IT IS A MA TTER OF INTERFERENCE IN OUR INTERN AL 
AFF AIRS -- NOT DOMETHING WE JUST FORMUL ATED RECENTL Y. 
FUT , AS FOR DET AILSGN WE CAN CONSULT EACH OTHER . 

MOND AL E: I UNDERSTAND . I APPRECIATE YO UR CAN DOR AN D 
I HOPE YOU UNDERSTAND MINE . . IT WOULD BE MY HOPE 
TH AT THE ADMINISTRATION WOU LD BE S UFFICIENTL Y SENSITIVE 
TH AT THE Y AN D YOU MAY FIND A SOLUTION. I DO NOT SPE AK 
FOR THEM, OF CO URSE , BUT I HOPE THERE WOULD BE ENOUGH 
FLE XIBILIT Y ON BOTH SIDES TO FIND A SOL UTION. END 
TE XT. 

6 . THE FOR MER VICE PRESIDENT HAS ASKED THAT HE BE PRO­
VIDED WITH THE TRANSCRIPT OF THIS DISCUSSION. 
HUMMEL 

-SECREt-
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

November 23, 1981 

INFORMATION 

MEMORANDUM FOR RICHARD V. ALLEN 

FROM: 

SUBJECT: 

NORMAN A. BAILEY /1!;, 

Second Annual Meeting of the U.S.-China 
Joint Economic Committee, Beijing, China, 
November 16-18, 1981 

1. The first plenary session Monday afternoon, November 16, 
1981, began with a statement by the Chinese Co-Chairman, 
Vice Premier Bo Yibo. He reviewed progress in U.S.-Chinese 
economic relations since the last meeting in September of 
1980, including maritime and air agreements, insurance and 
private investment agreements, grain agreements, trade 
exhibits and the first Eximbank loans. Since 1978, U.S.­
Chinese trade has grown to $5.5 billion estimated in 1981. 
The U.S. is now China's third largest trading partner after 
Japan and Hong Kong. Certain joint ventures have been 
established. 

A number of problems remain, however. 

(1) U.S. legislation continues to discriminate against 
China export controls, import restrictions and aid. There 
has been "loud thunder but small raindrops." 

(2) China must increase exports to the U.S. in order 
to finance increased imports. All other countries have given 
China preferential treatment. The U.S. has 130 such agree­
ments, including countries such as Yugoslavia and Romania. 

"We have a common interest in checking Soviet hegemonism and 
expansionism." 

There should be an emphasis on food and agriculture ("China 
and the U.S. are the two largest food procuders in the world"), 
natural resource and energy development and the application 
of U.S. technology to the Chinese labor force. Especially 
important is the modernization of existing enterprises through 
technological and managerial cooperation. 
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The Chinese distributed a description of the present state 
of the Chinese economy (Tab I). 

Secretary Regan reviewed the trade record since 1979 as well 
as advances in cooperation. He stated that the U.S. govern­
ment was reviewing discriminatory laws and regulations in­
volving China and was "cautiously hopeful" that Congress will 
approve changes. He emphasized the importance of concluding 
tax and investment treaties and gave an overview of the U.S. 
economy and administration policy. 

In response to a question, the Chinese side said changes have 
been made in the system of production. Market forces and 
individual responsibility are now stressed. There is now an 
incentive to produce more since a lesser portion of any increase 
is expropriated. "To each according to his work." All increase 
in food production goes to the individual peasant. A worker 
can now get up to three months extra wage per year for greater 
production. 

Secretary Regan mentioned supplementary foreign financing. 
Eximbank and other government programs can help but the best 
would be to use our private markets. 

Minister of Finance Wang said the capital problem was the most 
important. They would like to learn more about the capital 
markets. 

2. On the 17th, the Committee broke up into four working groups, 
on finance and investment, trade, tax policy and information 
exchange, chaired on the American side by Treasury Assistant 
Secretary Leland, Commerce Deputy Assistant Secretary Lawson, 
Treasury Assistant Secretary Chapoton and State Deputy Assistant 
Secretary Albrecht, respectively. I attended the finance and 
investment meetings. 

Chinese Co-Chairman Pei Chao stated that 40 joint venture 
projects involving technology and equipment valued at $317 
million have been approved and gave some examples. Another 
30 are under consideration. 

There are also investment joint ventures involving hotels 
($19 million) and petroleum processing ($117 million). Also 
six in the U.S., Hong Kong and Bermuda. Twelve additional 
projects are under consideration in China and nine in the U.S. 

The priorities in utilizing foreign funds are: (1) An "open 
door" economic/technology/investment policy; (2) Acceptance 
of foreign lending of all kinds; and (3) Joint ventures, 
especially in energy, transportation and communiations, and 
medium to small projects leading to increased exports. The 
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legal framework is still incomplete, but they are working 
very hard on it. In the meantime, individual agreements are 
legally binding. 

They want to l earn more about CCC, TDP, and OPIC. 

Under Secretary Sprinkel then gave an overview of the U.S. 
economic situation and prospects. 

In the afternoon session, Eximbank Chairman Draper discussed 
bank programs,and expositions of CCC, OPIC and TDP programs 
were made by the appropriate officials. 

Leland then asked about the proposed new investment bank 
subsidiary of the Peoples' Construction Bank and the Special 
Economic Zones. Zhao Hong of the P)iB responded that the c 
Investment Bank, now at the Supreme Council for approval, 
would have as its main function the attraction and absorption 
of foreign funds. Leland suggested the possibility of a 
joint U.S.-Chi nese investment banking firm to put U.S. companies 
and capital sources together with Chinese enterprises. The 
Chinese reaction was positive, to be taken up when the Invest­
ment Bank begins to operate. 

The Special Economic Zones have great autonomy and do not need 
to submit projects to the central authorities unless resources 
of other provinces are involved. Enterprises in the SEZ's 
can be wholly foreign-owned. There is also preferential treat­
ment on repatriation of profits. 

In response to a question, it was stated that 15 % of joint 
venture oil project revenues can be used for repayment of 
capital costs. Of the remaining 80 %, 40 % can be preferentially 
purchased by the operating companies. A profit margin of 
10-12 % is provided for. 

Local sources of financing are also available for joint 
ventures, in yuan and in foreign currencies, from the Bank 
of China, the Peoples' Bank of China (central bank) and 
municipalities. 

Problems brought up by Pei involved China's ineligibility 
for AID funds, the IBM 4300 census computer held up by DOD 
(Vice-Chairman Deng also mentioned this prominently during 
his bilateral with Secretary Regan) and non-response to the 
aide-memoire sent to the Treasury in March 1979 on Chinese 
assets seized in the U.S. 

3. During the closing Plenary Session the morning of the 18th, 
the working groups reported. The working group on finance 

GOHF I!!fE~l'i' J;iPds 
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and investment made three recommendations: (1) Exchange 
of OPIC/TDP/CCC missions, (2) Consideration of the establish­
ment of a joint investment banking firm, and (3) Continual 
contact. The information exchange working group report was 
brief and no new initiatives were announced. 

The trade working group report involved discussion of the 
structure of the new Joint Commission on Commerce and Trade, 
export controls, import restrictions and blocs to GSP facilities. 
The U.S. Co-Chairman pointed out that license approvals are 
up 2 1/ 2 times over 1980 and that in the first eight months of 
1981, out of 1,232 license applications, only 47 were denied. 
Chinese exports to the U.S. during the first nine months of 
1981 are up 90% over 1980. "Orderly" growth is important in 
import-sensitive sectors and the Chinese have not yet fulfilled 
the requirements to qualify for GSP. 

The tax working group had approved notes on exemption of 
maritime and air transport firms from taxation and on initiating 
discussion of a bilateral tax treaty. 

Vice-Premier Bo agreed with all working group reports. Secretary 
Regan mentioned again that various exchanges will take place 
before the next JEC meeting. He emphasized use of the private 
capital markets and mentioned simplified visa procedures and 
facilities for businessmen. 

Bo mentioned results from three years of liberalization and 
new goals. The trade imbalance situation was mentioned again 
and he emphasized the importance of increased ties to "stabilize 
the situation in Asia." The maritime and air tax notes were 
then signed. 

Comment: The meetings were as successful as they could have 
been expected to be. Taiwan was not mentioned at all. There 
was an anti-American demonstration in front of the American 
Embassy Monday evening, the 16th, after a Chinese women's 
volleyball team defeated an American team. Deng apologized 
the next day to the Secretary. 

Summary 

The meetings were cordial and businesslike. Useful recommenda­
tions were made, an on-going process was initiated and negotia­
tions for a tax treaty begun. Notes on maritime and air 
transport tax exemption were signed. 

Attachment 
Tab I Description of Chinese Economy 

cc: D. Gregg 
H. Nau 
G. Weiss 
A. Lenz 
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THE NATIONAL ECONOMY OF CHINA (1981) 

China adopted in 1979 a policy of readjustment, restruc-

.. turing , c onsolida tion a nd imp rovement of the n a tional econ­

omy. It wa s a ga in decided l a st Decembe r to further readjust 

the economy. This yea r, people in all parts of the country 

e a rne stly implemented these policies a nd rela ted measures, 

a nd a s a result, marked successes have been a chieved. Agri­

cultural production h a s been growing in an all-round way; 

. i~dustrial production h a s been proceeding a long with read­

just~ent; the scope of capital construction has been reduced 

to a certa~n extent; prices h a ve been basically sta ble; 

domestic a nd foreign tra de h a ve been expanding; a nd revenue 

.. a nd expenditure will be basically balanced this yea r. In 

general, the development of the national economy h a s been 

sound. 

1. Agricultura l production. As a result of relaxing 

a series of policy restrictions, ensuring the rights of 

rural communes, brigades a nd teams to decide their produc­

tion schedules, raising the sta te's purchasing prices of 

agricultura l a nd sideline products, establishing different 

kinds of producti on responsibility systems, implementing 

the princip le of distribution a ccording to work, developing 

a diversified e c onomy, a nd opening country f a irs, the 

producti on enthusia sm of the peasants h a s been mobilized, 

thus bring ing a bout a c ontinued development of a gricultural 

production. The 1979 gra in output was the highest in 

history, r each i ng 332012 million tons, a n increase of 9 

per cent over the previous year. Owin~ to n a tural calam­

ities, the 1 980 grain output wa s 318.22 million tons, 

slightly lesser than the previous year. However, owing to 

the quick increase of cash crops, total a gricultura l output 

value still registered an increase of 2.7 per cent. Climatic 
conditions in China this yea r h a s been most abnormal. · Since 

spring, s ome 27 million hecta res in north China a nd Shandong , 

Hena n, Huna n a nd Gueizhou I'rovinces h a ve been hit by severe 
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drought. In addition, 8 million hectares in Sichuan, Hei­

longjiang, Shaanxi, Gansu and Guangdong Provinces have been 

severely flooded or waterlogged since July. However, as 

a result of the implementation of correct policies, the 

production enthusiasm of the peasants has been fully 

mobilized, thus continuing to bring about an all-round 

increase in agricultural production. Total grain output 

this year is expected to be somewhere in the vicinity of 

the .1979 fi~ure. The output of cotton, oil-bearing crops, 

suggar crops, tea and other cash crops is expected to reach 

historical record levels. 

2. Industrial production. The light and heavy indus­

t~ial structure has been readjusted to a certain exterit, 

thereby accelerating the development of light industry. 

At the same time, the ri~hts of enterprises to make their 

own decisions have been extended and the democratic running 

of enterprises has been strengthened. The total industrial 

output value of 1980 increased by 8.7 per cent over the 

previous year, among which light industrial output value 

increased 18.4 per cent, and heavy industrial output value 

inqreased 1.4 per cent. Since light industry has been 

developing u t a faster rtite than heavy industry, the portion 

light industrial output value occupied in the total increa sed 

from 43 .1 per cent in 1979 to 46.9 per cent in 1980. Total 

industrial output v~lue is expected to reach the planned 

t a r ge t of 1981. From January to October, tota l industrial 

output value increo sed by 2 .4 per cent over the same period 

of l a st yea r. Out of this total, light industrial output 

value increased by 12.6 per cent and heavy industrial out­

put value decreased. However, hea vy industrial products 

ha ve increased in variety a nd improved in qua lity. Out of 

the tota l industrial output value, that of light industry 

a lready occupies 50.8 per cent, while that of heavy industry 

occupies 49.2 per cent. 
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3. Capital construction. Though certain projects h a d 
-t: 

been h a lted or posponed in 1980, yet the general scope of 

c apita l construction was not reduced. Capital construction 

investment in 1981 has been reduced to a certa in extent. 

Up to the end of October, investments made in this field in 

the country as a whole a mounted to 28 billion RMB yuan. 

Such investme nts are expected to reach 38 billion RMB yuan 

for the whole yea r (15.9 billion RMB yuan less than last 

year). In the total investment already made, there is a 

decrease in productive construction, and an increase in 

non-productive construction. Up till the end of October, 

a floor space of 32.76 million square meters has been 

completed in urba n housing projects, a n increase of 430 

thousand squa re meters a s compared with the s a me period of 

l a st yea r~ 

4. Trade a rid prices. Both domestic a nd foreign tra de 

ha s further developed on the basis of the expansion of pro­

duction. The value of retail commodities of 1980 increased 

by 18.9 per cent over the previous year. The aggregate 

value of reta il commodities sold in the months from January 

to October increa sed by 8.3 per cent over the same period 

of l a st yea r. There h a s been a genera l increa se in the 

s a le of different kinds of c onsumer goods, p a rticularly 

tha t of clothes a nd other da ily neccessiti es. The general 

price index of retail goods (including lis ted prices, 

ne gotia ted p r i ces a nd country f a ir prices) rose by 1.1 per 

cent in J a nua ry throu gh September a s compa red with the 

s a me p e riod of l as t year,, a mong which state l isted prices 

ros e by 0.9 per cent, negotia ted prices by 1.6 per cent, 

a nd country f a ir prices by 5.'3 per cent. Fc>'"reign trade 

c ontinues to e xpand. In 1 980 tota l exports wi s va lued at 

18.3 bi l lion US dolla rs, an increa se of 31 per cent over 

the previous y ear; a nd tota l imports wa s valued a t 19.5 

billion US d olla rs, an increa se of 20 per cent over the 

'3( 
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previous year. From January to September, total exports 

amounted to 14.77 billion US dollars, an increase of 13.5 
per cent over the previous year; and total imports amounted 

to 14.18 billion US dollars, an increase of 9.9 per cent 

over the previous year. 

5. Finance. In 1980, because the scope of capital 

construction was not reduced, and on the top of this other 

kinds of expenditure increased, there was a deficit of 

12.7 billion RMB yuan. Owing to intensified efforts to 

increase revenue and cut down on expenditures, as of the 

end of October, revenue has exceeded expenditure, leaving 

a surplus of 3.64 billion RMB yuan (in the same period last 

year, expenditure exceeded revenue by 5.73 billion RMB yuan). 

It is expected that revenue a nd expenditure will be basically 

balanced this year. Till the end of October, savings deposit 

of urban and rural residents has reached 49.41 billion RMB 

yuan, an increase of 12.46 billion RMB yuan over the same 

period of last year. 

6. Salaries and wages, livelihood of the people. As 

a result o~ good harvests, plus raising the state's pur­

chasing prices of agricultural and sideline products, the 

income of the peasants has increased by a relatively large 

margin. Annual net income of a peasant in 1979 was 160 
RMB yuan, and in 1980 was 19~ RMB yuan, an increase of 20 

per cent. By opening all kiifs of opportunities for employ­

ment, till the end of September, 5 million people have been 

newly employed. There is now a total of 106 million workers 

and --staff mem~ers. The total sum of salaries and wages has 

also increa sed. In 1980, a floor space of 82.3 million 

squa re meters was completed in urban housing projects, an 
' increa se of 31.6 per cent. 

The a bove results achieved in the na tional economy over 

31. 
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the past two years or so, fully prove that the policy of 

further readjusting the national economy is entirely correct. 
Natura lly, certain difficulties still exist in our economy. 
They are mainly, energy and transportation and communication 

cannot ma tch the demands of na tional economic development; 
·agriculture and light industry remain the relatively weak 
links; consumer goods are relatively insufficient; indus­

tria l goods a re in short supply in the countryside; the 
economic result of industria l production is not a s good a s 
it should be; management and a~ministration level is not 
high; a nd the cost of production of some of the state-owned 
enterprises has risen, and profits handed over to the state 
by such enterpris es ha ve henceforth depreased. These are 
problems which we must conscientiously try to solve. We 
will rely on the wisdom and strength of the people of the 

whole country, and with confidence, overcome the difficulties 
as we continue to forge ahead to win bette~ results for our 
economic c onstruction. 
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2. I STRONGLY CONCUR WITH AMB ASS ADOR WALKER'S 
POINTS ABO UT THE NEG ATIVE CONSEQUENCES FOR U.S . 
INTERESTS IN NORTHEAST ASIA THAT COULD FLOW FROM 
THE INTRODUCTION OF U.S. STR ATEGIC WEAPONS SYSTE MS 
INTO SOUTH KORE A. FROM THIS VANTAGE POINT , ELEV A­
TION OF THE U.S. MILITARY PRESENCE IN THE RO K FROM 
THE ROLE OF A GUAR AN TOR OF PEACE ON THE PENINSUL A 
TO THAT OF A REGIONALLY-BASED STR ATEGIC FORCE WOULD 
UNDERMINE CURRENT POSITIVE TRENDS IN POLITICAL 
INTER-REL ATIONSHIPS IN NORTHEAST ASI A. 

3 . WHILE MOST OF THE TOP POLITIC AL LE ADERSHIP HERE 
MIGHT NOT VIEW DEPLOYMENT OF NEW U. S. STRATEGIC 
S YSTE MS IN SOUTH KOREA AS POSING AU. S . MILITAR Y 
THRE AT TO CHIN A, SOME CHINESE MILITARY AN D POLITIC AL 
LEADERS WOULD CERT AINLY BE CONCERNED , AN D THE ISSUE 
COULD BE EXPLOITED POLITICALLY . IT WOULD ALMOST 
CERTAINLY DERAIL THE TENTATIVE BEGINNING OF INFORMAL 

MESSAGE ~ONTINUED) 

CHI NA- RO K CONT ACTS . QUITE ASIDE FROM THIS , IT WOULD 
GRE ATLY CO MPLIC ATE THE LONG-TERM SEARCH FOR A KORE AN 
SOLUTION, AND ERODE THE FORCE OF OUR CONTINUING 
EFFORTS TO ENCOURAGE P ' YONGYANG TO TAL K TO SEOUL 
RATHER THAN INSISTING ON TAL KING TO US . 

4. I AG REE WITH AMBASSADOR WA L KER ' S ASSESSMENT OF 
THE ADVANTAGES TH AT WOULD ACCRUE TO THE SOVIETS WERE 
WE TO TAKE THIS STEP, NOT ONLY IN THE ARE A OF A 
WEA KE NE D SINO-U . S. RELATIONSHIP BUT AL SO IN THE SI NO­
SOVIET CO NTEST IN P ' YONGYANG FOR PREDOMIN AN T INFLUENCE . 
T HE SOVIET UNION WOULD BE THE MOST LI KEL Y SOURCE 
WERE THE NORTH KORE ANS TO SE ARCH FOR MORE ADV ANC ED 
WEAPONS TO COMPENS ATE FOR AN UPGR ADING OF U.S . 
WE APONS IN SOUTH KORE A. 

HUMME L 
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DE ~ LA SiFIED 

MEMORANDUM FOR: 

From: 

Subject: 

7002 
THE SECRETARY OF STATE 

WASHINGTON 

December 1, 1981 -;'~t-'-~~~1:,.-l _SENSI TI VE 

THE PRESIDENT 

Alexander M. Haig, 

Downgrading U.S. -
Interests 

81 r' ' PII : 00 

Our recent tough exchanges with the PRC over Taiwan raise 
the prospect of a serious downgrading of our relationship with 
China. This memorandum outlines our preliminary thoughts on 
some of the most serious implications. I am asking Bill Casey 
to do a ful l er assessment, and we also will be back to you with 
further analysis. 

In general the Chinese do not have to choose between us and 
the Soviets. A downturn in relations with us does not mean a 
Sino-Soviet rapproachment. Moreover, the Chinese would 
continue to do those things which they now do because they are 
in China's interest and coincidentally have some benefit or 
policy similarity to our actions. However, we do see the 
following serious implications: 

Soviet Union. Even a short-term breach would come as a 
relief to the Soviets, whose planners must now take into 
account growing u.s.-China cooperation. A return to 
confrontation could give Moscow more freedom to maneuver 
because we would need to reconsider our Pacific force 
deployments and contingency planning. 

Allies. A deterioration in relations with China would lead 
our allies (most of whom have advocated a balanced approach to 
China) to think we had failed to conduct our foreign policy 
wisely. It would also present some of our friends and allies, 
such as Japan and Pakistan, who are close both to the u.s. and 
China, with serious policy problems. 

Afghanistan/Kampuchea. The Soviets and their Vietnamese 
surrogates would undoubtedly gain encouragement to stay the 
course in Afghanistan and Kampuchea. We could expect 
increasing difficulties in maintaining a common front on these 
questions with Pakistan and ASEAN, respectively. Again, a 
more serious split could embolden the Soviets and their proxies 
to go for more. 

Third World. There would be negative implications for our 
position in the Middle East, Africa, and on most other Third 
World issues, where, Chinese support has strengthened our 
relations with Third World countries. Despite differences over 

SENSITIVE 
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tactics, the Chinese have generally supported us because we are 
the main counterweight to the Soviets. We could expect to see 
them strengthen identification with the Third World and equate 
our status with the Soviet Union as an untrustworthy 
superpower. 

Taiwan. While Taiwan might appear to gain in the short 
term, Taiwan's long-term security interests could suffer. In 
the time between a downgrading and any future effort to compose 
US-China differences, Beijing would likely seek to build 
pressures on the US government, internally and externally, for 
a resumption of Ambassadorial relations. Its price for a 
resumption would be elimination of all US arms sales to 
Taiwan. If waged effectively, such a campaign might ultimately 
reduce our ability to support Taiwan at present levels. 

Development of U.S.-China Relationship. We should expect 
that a breach would lead to a cut-back of our very broad 
political, cultural and economic relations across the board. 
Perhaps the most serious consequence would be a general 
weakening of our influence in moving China toward ideals and 
policies more compatible with our own. These are intangible 
results, however, and are not subject to precise measure. 

Intelligence. Intelligence collection could be affected, 
and I am suggesting to Bill Casey that he give you an appraisal 
on that directly. 

Trade. Effects on our interests are impossible to measure, 
but we would likely lose a significant portion, if not all, of 
our approximate $2.0 billion trade surplus. China, now our 
third largest agricultural market worldwide, would to the 
extent possible shift to alternative suppliers of wheat, corn, 
and cotton; our sales of manufactured goods, heavy industrial 
equipment and advanced technology would all be affected to the 
extent competitors from Europe and Japan are available. 
Potential cooperation in other fields -- offshore oil and 
nuclear power -- could be similarly affected. 
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1. SECRET (~NTIRE TEXT) 
2. TALKING ~OlNTS FOR USE I~ YOUR CALL WN ZHANG ~ENJl~ 
ARE AS FOLLu~s, 

• • S p,1 C E T>-1 E C A N C U 1'f S IJ MM I T A 1~ 0 V I C t;; P ~ t M I E R rt U A NG I S 
VlStT~ ~E ~AVt GIVEN LA~EFUL CONSIDERATIO ~ TO THE 
POSlTIONS YAKtN 8Y YOuR SIDE IN THOSE OIS~USSIONS. IN 
PARTICU~AR, PRESIUE~T REAGAN hAS CONF~RRE U N!TH 
SECRETAKV HAI G AT LtN~Th ON THE ISSUES YOU NAlS~O, 
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••THE PRESIDENT ANO S~CkETA~Y HAVE NOW ASKEU ME TU 
UNOERTA~E FOL~O" UP DlSCUSSIO~S ON THtIR bEhALF, 
S~CRETA~Y HAib HAS AS~EO ME ro OE~IVER A LETTER F~OM HIM 
TO VICE PHEMIER HUANG IN THIS REGARD 

••WE B!LIEVe IT IS VITAL TO CONDUCT THESE TALKS IN A WAY 
WHICH MINIMIZES PUbllCITY. AIRING OISAG~EEMENTS IN 
PUBLIC ~OULO ONLY EXACEMBiTE TENSIONS WHICH WE KNOW BUTH 
SIOES WISH TO R~SULVE. 

A~Y PRESS ~RTICLES YOU MAY HAVE RE::Ao 1<EGAr<OING uu~ 
INTENTION~ ON AIRCRAFT SALES TO TAiwAN AR~ 
UNlt..FuRMEU Sr1tCULATlfJt-4. 1 CAN ASSURE YOIJ Tr1AT r-.0 
DECISION HAS tlEEN MAD~. 

••WE ~NT~R THIS FOLLO~•UP OISCUSS!O~ ~ITH SINCERITY ANO 
GOOO FAITH, AS ,!i~CRE:TAkY HAIG NOTEQ rn YOU IN .. JIJNE, OUR 
E~TRAQRuINAHY SUCCESS OVER TM~ PAST TtN VtAHS HAS B~EN 
DUf To ~FFONTS dY STATESMEN ON BOTH SIDeS WhO, AT 
C~ITICAL JU~cru~ES, ~tRE A8LE TO BRIO~E THE OIFFERENCtS 
8tT~~EN US ANu MOVE OUR RtLATI □ NS AHEAD. 

--T~E NtXT TH~F.E ~ONTHS ~ILL BE ThE LAST u~ THE nECAOt 
FULLOwING Trlt SHANGhAl COMMUNl~UE. A~ ~E PkOCEEO 
8ET~E~N NOW AND FEBMUA~Y, IT IS E5SENTIAL THAT•~E 
CONTINU~ UUH TQAOITION OF STATESMANSHIP, AND NOT ALLO~ 
TME OECAOt TO ENO ~ITH A uS•CHINA RETROGR~S~ION. 

••SUC H A ~ETRuGRESSION l~ US•CHINA RELATIONS COULU MAVE 
SEVERE ANO UNfOHESftN CONSEQUtNCE~, MARMIN~ BOTH•THE • 
STRATEGIC INTERESTS nF CHINA AND TME WNlTtD STATES ANO 
THE PRO~PECTS FOR RESULVING SATISrACTORlLY THE TAIWAN 
PROt::H.t;M, 

• • - J •• • • - I ..., 
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••WE -•NT TU uo ~LL WE CAN TO AVOlD sue~ AN EVENTUALITY, 
ANO I~ THESE FOLLOW•UP ~ISCUSSIONS WE WILL ~E PREPARED 
TU ~E¥IE~ ANY ASPECT UF ouR BILATERAL RELATIONS--TRADE, 
CULTURAL EXCHANGE, POLITICAL INTERCHANGE, INTELLIGtNC~, 
ETC, 

-•THIS ~ouLo BE AN AP~ROPRIATt WAY TO CLnSE our AN 
HISTOHIC ot:CAOE, r~nc:.EO, I ~OULD LIKE TO tH:.GIN TODAY 
WITH A NEVIt~ THE REA~A~ ~OMINISTkATION'S ErFURTS TO 
A~VANCE ANU OtEPEN TH~ RELATlONSHiP, 

••WE ~E~L THIS IS N~CESSAHY, IN OkOER TU REMOVE ANY 
DOUBT WHI~H MAY EXIST CONCEkNING THE SI~CtHlTY•UF OUR 
O~TE~MINATIUN ANO COMMITMENT TO CUNTRlBUT~ TO AN 
EXPA~UING ~~LATlONSHIP SERVING OUR MUTUAL•INTERESTS, 

••DESPITE SOME STATEMtNTS WHICH HAV~ APPEAR~D IN uu~ 
PRESSOUR ACTIONS CONSTITUTE A RECURU OF •CCO~PLISHMENT 
WHICH HAS LAiu THt FOuNUATION FUR SOLID AUVANCE~ ~HICN 
CAN~€ MADt IN US•CHINA RtLATIONS OVER THe NEXT FEW 

.... 

••FIRST, StCRETARY MAIG INfURMED YOUR GOV~HNMENT IN JUNE 
THAT THt R~AGAN AUMlNlSTRATION ~ □ ULO UNOEkTAKt A ~EVIEW" 

OF OUTDATEU US LA~S A~D LiGISLAT!ON THAT CONTINUEU TO 
TREAT YOUR NATION A~ AN AUVER5AHY LUHPEO ~!TH THE SOV!ET 
BI.OC, 

••~E HAVE COMPLETEO THAT REVIEW ANO CONSULTED 
EX?~DITIOUSLY WITH OUH CONGhESS ON APP~OPHIATE 
REVISIONS. ~E ~ILL I~T~ODUCE FORMAL LEGISLATIV~ 
MEASUwES IN THE N~XT ~ESSION uF CuNGRtSS TD EFffCT 
CHANGES IN LEGISLATION GOvERNlNG rO~ElGN ~CUNOMlC 
A55ISTANCt, AbRICULTUHAL COMMODITY ASSISTANCE, IMPORT 

-SE Cf.Ii+= 
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OUTGOING 
TELEGR 

••ONCE THE CONGRESS HAS ACTED, MAJOH CHANGE~ wILL HAVE 
BEEN HAOE1 ~UT wE INTtNU TO KtEP UUR LA~S, ~E~ULATlONS 
ANO PROUEOU~E~ UNDE~ CONilNUING REVlE~ ANO TO MAKE 
STEADY PRO~~E~S IN l~~LEMENTING ThE PREStUENTtS POLICY 
Of INSURI~G THAT UUk LA~S ANO RtGULATIONS TREAT CHINA AS 
A ~RIENOLY NAT!ON, wITH WHICH WE ARE NOT ALLIED BUT WITH 
w~ICH Wt HAVE MANY COMMON INT~RcSlS, . 

~-scCONO, WITHIN THE ~AME CONTEXT, WE ~AV~ CHANGED OU~ 
A~MS T~A~Sf~~ POLICY ~LACIN~ LHIN~ UN THE SAMt rOOTIN~ 
AS APPLIES TO OTH~R NATlUNS FkicNuLY TO THE UNIIEU 
STATES, 

••AFTER APPROPRIATE INTERNAL HEYIEW AND CUNSULTATIO~ 
WITH OU~ CUNG~Ess, T~~ FINAL PROCtDURAL A~TlON rOH T~IS 
MOVE IS NOW R~AOV, Wt ~ILL TAKt IT WITMIN THt NEXT TtN 
OAYS, ANO Wt ~ILL Bt MA~I~G O~H flRST LlCtN~ING 
DECISION, ~HICH WILL ~E~MIT co-~RODUCTION OF ~OCK~ELL 
RADIOS lN THE P~C, 

••YOU OF cuu~SE KN □~ ~ELL THE HAHU ~OHK ~t uio THlS 
SUMM€R lN TMIS A~tA, oUT IT IS wOHTH POINlINi, OuT AGAlN 
THAT ~E ~ER~ UETERMINlO TU MAKE SIGNIFICANT PHOGR~SS IN 
THE MILITARY ANO DUAL USE TtCMNOLOGy AREAS HAO GE~f~AL 
LIU C01"1t, 

••THIRD, ~E UNDERTOO~ A MAJOR EFFORT TO Ll8tRALlZE US 
EXPU~T CONT~OLS, ANU WE IMPLEMENTto IT IMMEuIAT~LY. 
SINCE ~ULY, ~t HAVE PHOCESStO OVtk 12~~ LlC~N5E 
APPLICATI~NS, CLE~RINb uP A SIZEAdLE ~ACKLO~ UN WMICH 

-S.e; C ~ i t. 
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THE PREVIOUS ~OHINISTHATION HAD NOT A,TEO. THE 
OvERWHELHLNG MAJOkITY OF THtSE INVOLV~D APPROVA~s-~rHERE 
WER~ LESS THAN FIFTY uENIALS, 

--~E HAVE APPROVED MAJO~ COMPUTE~ TRAN5FE~S, SUCH A~ THE 
l~M 43~1 FOR YOUR CEN~US, ANO TH~ LEASI~G OF THE IBM 
3033, AN ~XTREMELY HiuH~PO~ER COMPUTER TO 8~ P~OVIDEO BY 
ThE ~tSTERN GtOPHYSICAL cu~~ANY. THIS 1S C~EAR EvIDENCE 
THAT ~E ARE DETERMihEU TO CUNTI~UE TO MAKE MAJOH STEPS 
fOR~AHO IN T~t TECHNOLO~Y TRANSFE~ FIELD, 

••FINALLY, LET ME ~AKt CLEAR THAT ThE REAuAN 
AOMI~ISTRATION rs Gc~UINELY INTtRtSTED IN CUNTRIBuTING 
TO THE STRENGTHENING uF C~INAIS E~ONOMY ANU INDuSTRIAL 
BASE, wE ~ANl YOUR ~uDtRNIZATIUN PROGRAM Tu SUCCEE0, 
BtCAUSE wf KNOW IT !S I~ OUH INTEHEST TO ~EE A STRONG 
CHINA "IHICli I~ FULLY ABLE TO MEET THE SOVIET THHEAT, 

--ro TURN TO THt MOST DIFFICULT A~EA FOR ~s BOTH, I 
wou~o LIKE ~Ow TO ADOHESS THE QuE~TION uF THE UNITEu 
STATES POLICY OF SWPP~YING SELECTIV~, OEFENSivE AH~s, 0~ 
A RESTRA!NEO ANu PRU~tNT cAStS, TU THE PEWPLE Of rAI~AN, 

••AS SEC~ t:. TA i'? Y ~1 Al G MAO c. l: L:. AH l N lol ASHING TON , ~ t c; A,~ Nu T. 
SPECifY A TIMt LI MIT hITHI ~ ~hICH OUH SALiS TO TAIWAN 
MIGHT ENO. NO A~ERlCA N P~ESIOENT COULD TAKt 5UCHA 
SfEP, ANO HAO YOUR SI~E P~OPOSEU SUCH TEQMS ~URING THE 
1978 NORMALIZATION NE~OTIATIONS, ~OMMALlZATIO~ couLa NOT 
HAVt BEEN ACHlEvEu, 

••TH! RATIONALE FOR OuR POSITION ~A5 ~XPLAINEO IN UETAI~ 
OUMING jECRETARY HAIG 1 S FIRST ~ASHINGTO~ MEtTING lojITH 
VICE ~REMlE~ HUANG. TH15 ~AS NUT ~ER~ ~HtTuRIC AuT 
R~P~ESE~TED THE SINCEHE ANO CUN5IuE~ED AN~LYTICAL VIE~S 
OF TH~ WS GOVtRNHtNT, 
F 
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••IN TH~ MONTh S!NC~, YUU H~VE HAU OPPORTUNITY TO MEAR 
FROM OTHERS w~o, INDEPENDENTLY ANU WITHOUT URGING FROM 
us, cou~o CONFIRM TO YOU THAT OUH POSITION I3 WIDELY 
UP~ELO, IN 601H AMERICAN POLITICA~ PARTIE~, 

••INDEED, Wf ~ILL BE PROCEEDING IN THE NEXT FEW WEEKS 
ANO MONrHs TO IMPLEMENT CERTAIN COMMITME~TS TO TAIPEI 
MADE ~EFDRE OUR DISCUSSIONS WITH YOU lN CANCUN AND• 
WASHINGTON, ~MICH AR~ ESSENTIAL TO HOUT!Nt CO~TINUITY OF 
SUP~LY. w~ WILL DO THI~ I~ ThE DlSCRtET, PkUUENT MANNER 
THE PRESIOcNT INnICATtD TO VICE PHEMitR HUANG, 
H 

--AT THE SAMc TI~c, THE StC~ETA~Y HAS ALSO MADE r.LEAR 
THAT T~E uNITtD STATES ODES ~UT CLAIM AN !NOEFINITE 
RIGHT TO ~UPPLY AR~~ TO TAIWAN. ~E UNOERSTAND YOUR 
POSITION, ANU RESPF.CT IT, 

WE oo NOT ~EE~ rn CHALLENGE YOUk CLAIMS TU SOVEkEIGNTY 
OR TERRITO~!AL INTEGRITY. 

••INOEEO, IT ~AS PR~~IStLY OUT OF REGARD fOR YOUR VIEWS 
A~O SE~SITIVITJtS T~AT THt SECHETARY ~UT fOR~ARO CERTAI~ 
ELtMENT~ OF HlS MESPO~S~S TO ~!Cf PHEMit~ HUA~G AFT~R 
CONSIOE~!NG TME PMf ~ ISES A □ VA~C~O ~y TH~ VICE PHEHitR IN 
CA~CUN. 

--IT ~A~ ALSO rur nF HE~PECT FOR YOUR POSITION TMAT us 
ANMS OELIV~HIES TO TAIWAN IN THE FI~ST YEAR Or T~c 
R~AuAN ADMI~TMAT!U N PtACHEO THEIR lU~tST LEVEL 1~ THE 
ENTIRE UECAOE OF us~CHINA RAPPKOCMEMENT. 

••iHE SEC~tTA~Y NUTcO THAT ~E TOO CONSIDEk TH£ TAIWAN 
sec,a: F , 
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AHMS SA~ES IS5UE A MATTER LEFl UVER FROM HISTORY, TO 6E 
VIE~EO I~ AN HISTUPlCAL, NUT JURIUICAL, CUNTEXT. wE 
BELIEVE 4LSO THAT, ~HlLE ~E CA~NUT SPECIFY THt cXACT 
TlME FRAME, HISTORY w!LL ULTIMATELY PROVIDE A SOLUTION. 

-•IN r~1s CONTEXT, ~E CONSIDER YOUR NINE•POINT PROPOSAL 
TO BE OF TRtMcNOOUS SlGNIFICANCt, ANO WE AR~ KEENLY 
A~ARE OF THE ~AV IN ~HICH YOU FIR~T PNESENTEn IT TO US 
PRIVATcLY I~ ~As~INGTuN, IN THE CONTEXT OF PAST us 
ASS~RTIUNS THAT ANY R~SuLUTION OF THE TAIWAN PRU~LEM 
MUST eE PtACEfUL. AS THE SECkETARY PUINT~O our, ~E 
BELIEVE THAT, so ~O~G AS you STEADFASTLY PUHSu~ ThIS 
PEACEftJL ANO f0i,T1"1C011ING .APPRuACH TO KEUNlfICATlON, IT 
MUST !N~VITAHLY HAY~ POSITIVE RESULTS. 

••FOR OUR PART, WE CONTINUE TO REGARD THIS AS A ~ROCESS 
ANO A MATTEri TO BE NESOLVED BY TH~ CHINESE PEO?~E 
•~ONE. au~ PuLlCY ~ILL H£, AS lT SHOULD ~E, ENTIRELY 
NEUT~AL, ANO ~E WILL NOT SEtK TO !NTE~VENt. YOU SHOU~O 
UNOERSTA~O, HUWEVER, THAT OUR DtClSIDNS ON ARMS SA~ES• 
W I LL >< E F L t:: C T (JU R S T R O N G 1J t:: 5 ! R t:. 1\j O T T O I M P t D E. T H E:. 
REUNIFICATION PRO~ESS, 

-•WE ~OULU LIKE TO cnHR~CT A MISIMPRESSinN THAT ~AY 
EXIST AS A RESULT ~F UUH ~ASHINLTuN EXCH4~GtS, Wi ~ANT 
TU MAKf CLEAH THAT ~E A~E ~8T ASStRTING THE INTENTION TO 
StLL ARM~ TO TAiwAN UNTlL REUNirICATION IS ACHI~VtD. 

••WE VIi~ A"MS SALES AS SOMETHING ~HICH ~lLL CONTINUE 
FUR THE PkE5ENT, dUT ~t ~o ~OT SAY wHEN Ok •UNDER WHAT 
PRECISE CUNOITIONS THtY wILL E:.NW, OU~ DECISIONS IN THIS 
REGARD ~ILL ijt INFL~ENCED BY ~RQGHESS TOWARU PEAC~FUL 
R~UNIFfC~TION, THOU~H ThEY ~!LL NOT 8~ SOLtLY CONTINGENT 
UPON IT. 

--WE ~ILL CONTINUE uu~ P~ESENT POLICY BtCAU~E WE oE~I~VE 
• eli";i•T 

ff.-_;:~ ~ n r T'1 Bf ~ FPRO0UCE0 WITHOUT THE AUTHORIZATION OF THE EXECUTIVE SEC RETARY 
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THAT TO DO OTnER~ISt ~OULD ~E StRlOUSLV DtSTA~ILIZING 
ANO RUN cau~TtR TO fHt GOAL OF PEACiFUL RtUNirICATION 
WHICH YOIJ AND WE ~OTH HUPt:. l'IILL Be. ACHit;.Vt:.D. 

••AS ~E HAY~ INOICATED wE DO ~OT ENVISAGE A SITUATION IN 
WHICH Wt ~UuLU EXCEtO THE LEVELS uF THE CARTER 
A0MINISTRATION7 ANO WHILE TME~E ~ILL ~E FLU~TUATIONS 
FROM YEAR TO YEAR, ~E EXPECT THERt wILL BE uTHER Y~ARS, 
LIKE THIS ONE, wHEN OuR S~LES FAL~ wELL 8eLOW THOSE 
LEVtLS. 

-•I CA~ ALSO TELL YGU THAT wE EXPtCT TO ~ANAGE THE 
REPLACE~ENT AlQCRAFT ISSUt w!THIN THE PARAM~TERS OF T~E 
FOREGUIHG APPHOACH, IN THIS ~ESPtCT l ~ElT~RATE THAT 
ANY REPO~TS YOU MAY MAVt S~~N lN THE PRESS ARE 
SPECULArivt. ~E HAVE RtACHEO NU uECijIQN, ANU AS WE 
MAYt INOICATEO rn YOIJ THE~E ~ILL ~ENO OEC.:I~ION THI~ 
Yt.A~. 

••TO LOO~, THEN, TO THt FUTURE, AND TME PRO~P~CTS FUR A 
PtACEFUL HtSO~UTiu~ n~ THI:. TAIWAN ISSUE, YOU ~ILL HAVE 
NUTICtD ThAT ~E HAVE HELO~NI,l:.D PUBLICLY fHi 
SIGr11IFICANCC: UF YuUR 1-d ,1E-Pur~r JJ,-{Qf,)l")SAL., 41'.0 \o/t ~IL..L. 
CUNTI~u~ r □ ca so, ~RUM T1~t TU TlHt, 

••AT THE SA ME TI~t, ~ c ~ELIEVE ALL CO NCE~NEU MUST 
RECOGNIZE ThAT G~EAT TI ME AND PATlENCt ~!LL 8E kEWUIREO 
FUR YOU~ f,'H()PuSALS i Q dtAl"i FULL FRUIT. Pt-<EC.:IPITOuS 
ACTION TO PHESS T,-,E 1J~ Uri TA1i,,Ar--i INTO SUOU!:1'1 OR RADICAL 
OEPAMJURE~ ~M~~ THE SlTuAT!~N ESTABLISH~D AT 
NORMAt..IlArION COULD StRIOi.JSLY U;~Ol:.RMI~F. THC: CHEUiiJILITY 
OF THt ~!Nt•PuI~T PRO ~U~AL--INTcHNATIONALL.Y, IN TAI~AN, 
AND IN OU~ uw~ COUNTRY, 

St Cl'! E'1' 

G 
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--8 E: EH E "I' 

OUTGOI G 

TELEGRA 

--TH€ PASSAGE nf ONE MONTH'S TIME HAS NuT BROUGHT us TO 
OIFFERENT CUNCLUSIONS FROM THUS~ tXPR~SSEu TO YOU ON 
THIS SUoJt~T ~y SECRETARY HAI~, ~E ~IGHT AUD, HO~EVER, 
THAT TH~ U~ HAS MORt THAN A HOPt THAT YOUH PEAC~FUL 
RfUNIFICATlUN EFFORTS ~IlL SUCCtEu, ~E CON~IUER A• 
PEACEFUL ~tSULUTION ~F THE TAIWAN ISSUE Tu bE IN UUH OWN 

INTEREST, ANO I~ TH~ INTEREST OF ALL PEACtFUL COUNTHIES 
IN ASIA. 

••TO SU~HAHIZE, AS ~E E~TtH THE NtXT OECAuE OF US•CHINA 
RELAiION~, OU~ SIU~ nuEs NOT oELIEVE ~E CAN OH S~OU~D 
P 110 CE C: 0 AC.CO~ u HI G TO A FIX El) T H1 E-T A 8 LE OR 5 ET • 
OEAU~INES, Wt d~LIEVt THAT TIME SHQULO Bt ALLO~ED TO 
TAKE ITS cnu~~E. ~t ARt tNCOURAGtn THAT YOU ~ILL ~E 
PURSUING Pt:'.AC!:.FUL Rc.lJNIFICATIGN, UNOEH VEHY REA::>ONABLt. 
TtRMS, ANU wE ~ILL bf TAKING ACCOUNT OF YUUN P05ITION•AS 
WE M4~E ~UH O~N OtCISiONS, 

--~E BELIEVe IT SHOULu ~E SuFFIC!tNT THAT WE tX~~tSS OUR 
INTENTION~, AS wE HAVt TODAY, A~U TMAT YGU ~ATCh OU" 
Pt~~OijM~NCE, IN TH~ MEA~TIM€, ~t A~E DESIROUS OF 
RC::SuMING THt r10ME 1~ Tu M I .-; uS-CHI ,~A ~ELATIOr-iS THAT r,AD 
BEEN E~TAdLIS~Eu I~ Trr FIRST YlAKS fULL0~lNG 
NORMALllAfIUN AND Tu ~~re~ THt HcAGAN AuMlNISTRATION 
EARNESTLY Su8SCRibES. 

3, FOLLO~ING IS TEXT 0~ LETTER fKOM SECRtTARY nAIG 
~rl!CH SHOULD ~E OtL!V~RtO T~ VICE FO~t!~N r1I~ISTE~ ZHANG 
FOR FoRtIGN MINISTER nUAN~. NO SIGNED COPY WILL ~OLLOW, 

-
BEGIN re:::xr: 

~EEfiC1' 
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OUTGOI 

TELEGR 

!N YOUR ABSENCE, I HAVE ASKED AMBASSADOR HUM~EL TO CA~~ 
ON VICE FO~EIGN ~INISTE~ ZHA~G ~ENJlN AT MIS EAHLIEST•• 
CONVENIENCE, ro CONTINUt THt OISCuSSIONS wE HtLD IN 
CANCUN ANU "ASHINGTON, IN OOING ~O, I HAYE ASKED HIM TO 
CONVEY rn YOU~ GOVERNMENT OuR EAR~EST HOP~ THAT THESE 
EXC~ANGtS WIL~ ENABLE U~ TO RESOLVE OUQ qtCtNT 
DIFFERENCES ANO CONTINUE THE ~EMARKABLE PROGAESS NE HAVE 
MADE SINCE TH~ SIGNING UF TH£ SHA~GHAl COMMUNIQUE, • 

AM~ASSAOn~ HUMMEL IS, Of COURSE, HI/HLY ~UALIFIED TO 
C A R ~ Y O 1-. T H l S O I A l. 0 G lJ I:. • H t: ',j A S H A N O P I C K I: D F O R H I S 
? tJ S I T I O ,~ A S O N E O F T I-◄ U S C: /"I O ~ T F A M l L I A ~ w I 1 H Y O U ~ 
COUNTRY. dy CONDUC1ING~auR EXCHANG~S IN THIS WAV, IT IS 
ALSO OU~ INTE~TION TO KtEP T~EM P~IVATE, ANU OUT OF THE 
LIMELlGnT. I KNOw YOU w!LL AGRtE THAT AI~l~G • 
DIFFERENCES IN PU~LIC WUULQ ONLY ~O~~ TQ THt BENEFIT OF 
A~VtR~A~I~S A~O NOT StRYE TU ADVANCE OUR tF~ORTS. 

I HOUST YOUR TRIP To AFH!CA HAS BtEN A MAJO~ success ANO 
! H UP E T H I S F I NU S V O I J I r~ G O Q O ME A L T H • ,.. A ~ Mt: S T ~ E t.i A RD S • 

SlNCENELV, 

~. ThESE TAL~ING POINTS hAVE 8EE~ APPROVtD 6Y THt 
s~c~ETA~Y. Wt ~OULU, OF COURSE, ~ELCOME ANY SUGG~STIONS 
YUU MAY MAKE FOM ADOITiwNS UR lMPHOvEMENTS, 

STOESSEL 

~Eci,ET 

G 
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