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NOTE OP A MEETING WITH THE VICE PREMIER OF THE PEOPLE'S REPUBLIC OF 
CHINA AT CLARIDGS'S ON TUESDAY 30 OCTOBER 1979 

Present: Secrecary of State f o r Industry 

Secretary of State f o r Trade 

and o f f i c i a l s l i s t e d at Annex A 

Vice Premier Yu <^iuli 

and d e l e g a t i o n l i s t e d at Annex B — 


S i r K e i t h Joseph, began by expressing h i s regret that a meeting w i t h 
the Prime M i n i s t e r , to which he was committed, would allow him only 
15 minutes at the meeting. He hoped that the Vice Premier would 
not consider h i s e a r l y departure rude and the meeting would be 
continued by the Secretary of State f o r Trade. He went on to say 
that he welcomed the progress i n trade between the UK and China and 
the move of such a great country towards modernisation. The Economic
Co-operation Agreement which had been signed l a s t year defined the 
scale of trade towards which we were aiming. He e n t i r e l y understood 
the t i n e s c a l e which, the Chinese were .'jetting and the nature of t h e i r 
modernisation programme, but he would be pleased to hear when deci s i o n s 
would be taken. Companies engaged i n trade w i t h China were having 
to pay large s t a f f s and would l i k e to know how long i t would be 
before n e g o t i a t i o n s would resume. The Vice Premier s a i d that he 
would rathe r comment on a l l the points r a i s e d l a t e r i n tne meeting. 

2. S i r KeiT;h Jose-h then went on to make the f o l l o w i n g d e t a i l e d 

p o i n t s : 


i ) he noted The mission which was i n China to discuss the 
development of c o a l mines i n the Datong area and he hoped 
that agreement would be reached on a UK group developing 
the mines. The UK had great experience i n coal mining, 
and our equipment was already being widely used i n Chinese 
mines. The UK was w i l l i n g zo undertake the development of 
coa l mine.- with a f u l l t r a n s f e r of technology and perhaps 
uncer -onnt; ventures; 

i i ) GSC and NEI had put i n bids f o r two coal f i r e d power 

s t a t i o n s . I t was proving expensive f o r them to continue 

t e c h n i c a l discussions, and i t would be h e l p f u l to know 

when negotiations were to begin; 


i i i ) he was aware of t a l k s w i t h the Guangdong p r o v i n c i a l 

a u t h o r i t i e s about the purchase of a nuclear power s t a t i o n , 

and he was anxious to discover whether Guangdong had the 

a u t h o r i t y to negotiate on t n i s p o i n t . The UK was very proud 

of i t s nuclear energy technology. I t s s a f e t y record was 

second to none, and he had hoped that Premier Hua would be 

able to v i s i t a UK power s t a t i o n . He understood that the 

cost of the power s t a t i o n might be helped by o f f s e t t i n g 

e l e c t r i c i t y s a l e s to Hong Kong; 


i v ) UK companies had made proposals f o r mineral developments 

and he wondered whether i t was l i k e l y that d e c i s i o n s on 

these proposals would be made soon; 




v) we were looking forward to the v i s i t by the M i n i s t e r f o r 

Railways i n November. This was an area i n which he f e l t 

the UK could be of great assistance to China; 


v i ) he recognised that s t e e l was no longer the sec t o r to which 

very high p r i o r i t y was being attached since the Chinese 

Government's r e - a p p r a i s a l . BSC were, however, hoping to 

be involved w i t h modernisation work, and he hoped the Vice 

Premier might be able to give an i n d i c a t i o n of the ti m i n g 

of f u r t h e r n e g o t i a t i o n s ; 


v i i ) he welcomed the BP involvement i n exploratory o i l work i n 

the Southern Yellow Sea and he hoped that they might be 

given production r i g h t s . He asked whether China had plans 

f o r off-shore o i l developments; 


v i i i  ) ha was p a r t i c u l a r l y keen that China should be aware of 

3 r i t i s h s k i l l s i n the f i e l d of telecommunications. System X 

might be p a r t i c u l a r l y appropriate f o r China and the companies 

concerned would welcome an opportunity to make a 

p r e s e n t a t i o n . 


The Secretary of Scate f o r Industry had to leave at t h i s point. 


3. The Secretary of State f o r Trade s a i d that he d i d not wish to 

d u p l i c a t e the meeting which had taken place e a r l i e r i n the day with 

Premier ?Iua, out there were 'a number of p a r t i c u l a r p o i n t s , some of 

which had been mentioned by the businessmen, to which he would l i k e 

to draw the Vice Premier's a t t e n t i o n : 


1) the UK was a major maritime n a t i o n and we were proud of our 

shipping i n d u s t r y which was s t i l  l the l a r g e s t and most 

s u c c e s s f u l i n the world. He himself had seen the port 

f a c i l i t i e s at Shanghai and he f e l t that the two countries 

had a considerable amount to o f f e r each other. He hoped 

that they would be able to come c l o s e r through the conclusion 

of a maritime agreement. He went on to say that i n August 

B r i t i s h ship-owners had proposed to send a mission to China 

to discuss the development of commercial contacts, and we 

would welcome a p o s i t i v e response to the propo s a l ' f o r t a l k s ; 


2) i n the meeting e a r l i e r i n the day, the Chinese had heard of 

the experience of B r i t i s h consultants. The UK had u n r i v a l l e d 

operating and manufacturing experience i n a v i a t i o n and a i r p o r t 

equipment, and he wondered whether we could be p a r t i c u l a r l y 

h e l p f u l i n t h i s f i e l d . Apart from the p r i v a t e companies, 

p u b l i c sector bodies such as the BAA and CAA could give 

advice i n t h i s f i e l d ; 


t>~) i n the area of port development, B r i t i s h consultants could 
again be of assistance, and he suggested that a de l e g a t i o n 
from the N a t i o n a l Ports Council might go to China to discuss 
co-operation; 

4) he endorsed S i r K e i t h Joseph's remarks on the p o s s i b i l i t y 

of assistance i n the telecommunications i n d u s t r y ; 
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5) i n the area of other exports, he wished to emphasise the 

o p p o r t u n i t i e s i n r e l a t i o n to a g r i c u l t u r e - i n which he was 

p a r t i c u l a r l y i n t e r e s t e d as a keen farmer. Although the UK 

was an urban s o c i e t y , we were considered to have the most 

e f f i c i e n t a g r i c u l t u r e i n Europe. The B r i t i s h A g r i c u l t u r a l 

Export Council had sent two teams to China i n September and 

he hoped that t h i s would lead to f u r t h e r co-operation; 


6) on defence sales, he confirmed that Great B r i t a i n was ready 

to supply c e r t a i n types of defence equipment as part of a 

wider t r a d i n g r e l a t i o n s h i p . He welcomed the wide-ranging 

d i s c u s s i o n s which had taken place between B r i t i s h i n d u s t r y 

and China, but there had so f a r been very few concrete 

r e s u l t s . He was looking forward to orders f o r the H a r r i e r 

and other items soon. Terms and p r i c e f o r each item v/ere 

a matter f o r n e g o t i a t i o n w i t h the companies, but i f the 

Government could do anything to help, he would be pleased 

to be kcjjt informed; 


7) on important areas such as o i l e x p l o r a t i o n , he noted that 
the Vice Premier would be making a v i s i t to BP; 

8) he recognised that trade was a two-way process and 

compensation trade and counter trade were accepted as 

necessary i n the circumstances of Chinese development. 

The importance of London =s the leading centre f o r commodity 

trade i n the western world should enable the sale of 

Chinese products to (fce pursued. 


4. Mr Nott then r a i s e d two matters r e l a t i n g to c i v i l a v i a t i o n which 
were of importance to the UK. F i r s t l y , he r e g r e t t e d the c l o s i n g of 
tne Amber One a i r route which was tue p r i n c i p l e a i r route between 
Hong Kong and Bangkok. He noted that there had been no response to 
tne representations from the ICAO President. He hoped that the 
danger zone would be modified as soon as p o s s i b l e so that t h i s route 
could be re-opened. The second point concerned the A i r Services 
Agreement which he was d e l i g h t e c to know had been concluded as a 
r e s u l t of s e v e r a l years of hard work on both s i d e s . He would l i k e 
tc see the Agreement implemented arc hoped that signature could take 
place f o l l o w i n g the second plenary session betv/een the Prime M i n i s t e r 
ano. Premier ExXB Thursday. 
5. Vice Premier Yu noted that t h i s was the f i r s t time that he had 

met both S i r Keith Joseph and Mr Hott, and he had been i n t e r e s t e d i n 

the oreserrtaticrs they had made on co-operation, i n the economic and 

t r a d ^ f i e l d . Criira was s a t i s f i e d w i t h the proposals f o r f u r t h e r 

co-opera-;_an. Many questions had been r a i s e d by the two M i n i s t e r s , 

however, which were not of a general nature and would have to await 

l a t e r answers. 


6. Vice Premier Yu then went on to describe the p r i o r i t i e s of the 

present Chinese Government. I t had been decided that the focus of 

future work should be the c r e a t i o n of economic wealth. A l l energy 

and e f f o r t s would be concentrated on a modernisation programme which 

would be aimed at achieving o b j e c t i v e s by the end of the century. He 
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accepted t o s t by than SOIM Chinese industries would be the f r o n t 
runners i n the world, while others would be close to advanced l e v e l s . 

Generally speaking the UK already had many advanced i n d u s t r i e s and 

China was anxious to compare notes. - He had noted the concern 

expressed by S i r K e i t h Joseph about when n e g o t i a t i o n s on a number 

of issues would be resumed. The re-adjustment of the n a t i o n a l 

economy would have to be c a r r i e d out i n a steady way, and he drew 

a t t e n t i o n to four p a r t i c u l a r f a c t o r s which had to be taken i n t o 

Consideration: 


i ) China had a population of 900 m i l l i o n people; 
i i  ) there were 350,000 i n d u s t r i e s of varying s i z e s (not 

i n c l u d i n g t r a n s p o r t , commerce, communications, design 
and research); 

i i i  ) over t l ; .
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~ f people had 

i v ) China was very r i c h i n n a t u r a l resoirr-ces. 
j

The 'Government would formulate i t s p o l i c i e s i n the l i g h t of these 

c o n s i d e r a t i o n s . 


7 . Vice Premier Ed then drew sons conclusions from h i s remarks. 
F i r s t l y , i t was impossible to do away w i t h large numbers of e x i s t i n g 
e n t e r p r i s e s and s t a r t anew. China had l e a r n t some hard lessons i n 
the past and could not a f f o r d to make s i m i l a r mistakes i n the f u t u r e . 
He noted that B r i t i s h companies had l a r g e l y managed to modernise 
themselves w h i l s t continuing production,and he thought that t h i s 
provided a basis f o r shared experience and co-operation. Secondly, 
i t was fundamental that China had to be able to feed i t s people. 
In the l a s t few years they had enjoyed bumper harvests but unless 
resources were devoted to a g r i c u l t u r e , the country would be beaten 
by i t s own population. The UZ needed to import 40% of i t s 
a g r i c u l t u r a l produce, but China ccuid not even contemplate importing 
10% of i t s needs. No market i n the world was as large, and no f o r e i g n 
country could supply i t from long distances. Without a f i r m 
foundation of a g r i c u l t u r e , i t would be d i f f i c u l t to b u i l d a sound 
i n d u s t r i a l economy; The speed of i n d u s t r i a l development would 
the r e f o r e depend on the amount cf food which could be provided; i f 
economic re-adjustment was not l i n k e d w i t h a g r i c u l t u r a l development 
China would be i n a s t a t e of constant uneasiness. Vice Premier Yu 
s a i d that he could not hope to achieve the B r i t i s h l e v e l of d i e t , and 
inc.ee c the Chinese people ate mere r i c e and vegetables, and t h e i r 
stemaens were not adjusted to other food; at one time a great deal 
of por-c was eaten i n China but now i t was not popular. The i n v e s t 
ment i n a g r i c u l t u r e would inv o l v e mechanisation. I t would also need 
experience i n water c o n t r o l (both i r r i g a t i o n and drainage). There 
was scoce f o r co-operation i n r e l a t i o n to farming equipment, 
i n s e c t i c i d e s , weed c o n t r o l , animal husbandry and p o u l t r y . In order 
to a s s i s t the development of a g r i c u l t u r e , the Government had r a i s e d 
the purchasing p r i c e of farm products and had also reduced the p r i c e 
of products which were d i r e c t l y serving a g r i c u l t u r e . 

8. Vice Premier Yu s a i d that China s t i l  l had a gap i n i t s t e x t i l e 

i n d u s t r y and they were hoping to import some of the technology to 

develop t h i s kind of l i g h t i n d u s t r y . There v/ould also be room f o r 

imports i n f o o d - s t u f f manufacture. They would want to buy s i n g l e 

equipment, which might not be a large amount f o r a company but which 

would add up to a considerable amount over a p e r i o d . 
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9. The other e s s e n t i a l f o r economic development was power. There 
was a world-wide f u e l problem and China would lea r n from the experience 
of others, but e l e c t r i c i t y was needed to run i n d u s t r i e s . The 
problems of c o a l e x t r a c t i o n would have to be solved but China would 
also look to h y d r o - e l e c t r i c power. 
10. Vice Premier Yu s a i d that China would need to buy know-how i n 

order to renovate i t s i n d u s t r y . They needed to send people to the 

UK to gain experience but, speaking f r a n k l y , they could not a f f o r d 

to pay large fees. He accepted, however, t h a t the s k i l l s which 

would be l e a r n t would save f o r e i g n currency i n the long term. The 

Vice Premier also stressed the importance of j o i n t ventures. The 

n a t u r a l resources of copper, aluminium, lead, t i n , tungsten, t i t a n i u m , 

molibiinum and n i c k e l could be extracted through j o i n t ventures and 

there was scope even f o r co-operation i n e x i s t i n g e n t e r p r i s e s . China 

had workshops, e l e c t r i c i t y , manpower and tr a n s p o r t ; a l l that was 

needed was up-to-date equipment. 


11. Mr Nott s a i d that he had been most i n t e r e s t e d to hear the survey 

of China's economic development given by the Vice Premier. S i r Keith. 

Joseph and he would convey the d e t a i l e d p o i n t s which had been 

r a i s e d i n w r i t i n g to him. He wished, however, to r a i s e one f i n a l 

p o i n t which he f e l t i t important that the Vice Premier should hear 

from him3elf. As he had already remarked, he hoped that a i r s e r v i c e s 

between China and the UK could begin immediately, but he was unable 

to change a i l the Government's stated p o l i c i e s about a i r p o r t s ; i t 

was the Government1s f i r m r u l e that no new s e r v i c e s were allowed to 

use Eeathrow, and he r e g r e t t e d that t h i s must apply to China as w e l l 

as to every other country i n the.world. He was pleased to hear that 

one of the Chinese =3legation (Mr Zhang) had v i s i t e d Gatwick the 

previous day, and he would l i k e Mr Roberts to have f u r t h e r d i s c u s s i o n s 

w i t h him. The Vice Premier s a i d that tne ASA had been i n i t i a l l e d , 

and re hoped that the UK could consider opening the use of Heathrow. 

He added i n conclusion that he would welcome a d e l e g a t i o n of s h i p 

owners to Peking, and he would consider the point the Secretary of 

Stare f o r Trace had r a i s e d on a v i a t i o n route Amber One. 


12.  v .r ITott h o n r H x f to Vice Premier Yu an aide memoire on shipping 

r e l a t i o n s . 


I J . F i n a l l y , the Vice Premier s a i d that he would welcome a v i s i t 

to China by the Secretary of State f o r Industry or the Secretary of 

S t a t e f o r 'Trade. 
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From the Secretary of State 

M 01B Alexander Esq 

P r i v a t e Secretary 

10 Downing Street „
London SW1 5l October 1979 

VISIT OF PREMIER HUA: TRADE TALKS, TUESDAY $0 OCTOBER 

The Prime M i n i s t e r may l i k e to see a short report on two meetings 

d e a l i n g with UK/China trade with Premier Hua and h i s colleagues. 


The f i r s t meeting was between Premier Hua and a group of 10 senior 
B r i t i s h businessmen led by Mr Nott. The time was short and the 
businessmen had been s t r i c t l y enjoined not to exceed t h e i r allotment 

of time. Unfortunately the timing was upset by Premier Hua a r r i v i n g 

l a t e , then making a statement himself and questioning some of the 

businessmen on t h e i r presentations. Nevertheless a l l the businessmen 

were able to make t h e i r main p o i n t s . 


Premier Hua showed himself a l e r t , i n t e r e s t e d and quick to f o l l o w up 

p a r t i c u l a r p o i n t s . His own statement was couched i n f a i r l y general 

terms and, while encouraging about the p o s s i b i l i t i e s of expanding 

S i n o - B r i t i s h trade, emphasised the need f o r the Chinese to be c e r t a i n 

that they could pay f o r the technology they bought from abroad. He 

emphasised the importance of co-operation i n developing economic 

r e l a t i o n s , by which he meant such devices as j o i n t production and 

compensation trade. 


The second meeting was between S i r K e i t h Joseph (who had to leave 

e a r l y f o r a meeting of E Committee), Mr Nott and Yu <^iuli, Vice 

Premier of the State Council and head of the State Planning Commission. 

At t h i s meeting S i r K e i t h and Mr Nott r a i s e d a considerable number 

of s p e c i f i c trade and i n d u s t r i a l issues; i n p a r t i c u l a r they asked 

when commercial negotiations were l i k e l y to be resumed or when f u r t h e r 

discussions i n c e r t a i n f i e l d s would take place. Yu y , i u l i declined to 

r e p l y to each point as i t was made and at the conclusion of the 

presentation by M i n i s t e r s contented himself with a very general 

statement. He o u t l i n e d the economic p r i o r i t i e s of the present 

government, and the emphasis on a g r i c u l t u r e ; the Chinese needed 
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to modernise industry while continuing production rather than s t a r t i n g 

again,and i n t h i s process the Vice Premier f e l t that B r i t i s h companies 

had a good deal of experience to o f f e r . He accepted that China would 

need to buy know-how but s a i d that they could not a f f o r d to pay large 

fees. This appeared to be a reference both to the c o n t r i b u t i o n which 

B r i t i s h consultants could make, on which both M i n i s t e r s had commented, 

and to the costs of sending Chinese students to the UK. His message 

seemed to be t h a t , i n order to create g o o d w i l l , we should be prepared 

to provide these services f r e e . He r e f e r r e d to China's n a t u r a l 

resources i n the minerals and metals f i e l d and s a i d that there could 

be j o i n t ventures i n t h e i r e x t r a c t i o n . The s p e c i f i c points r a i s e d by 

the two M i n i s t e r s could, he s a i d , be discussed f u r t h e r with the Vice 

M i n i s t e r s of the State Planning Commission and Foreign Trade, who 
were present at the meeting, and we are f o l l o w i n g t h i s suggestion up. 
Mr Nott did not consider that t h i s meeting had been very f r u i t f u l ,
we hope to l e a r n more from discussions with the Vice M i n i s t e r s . 

 but 

I am w r i t i n g separately about the discussions on the A i r Services 
Agreement, and the use by the Chinese a i r l i n e of Gatwick. 
I am sending copies of t h i s l e t t e r to Paul Lever (FCO), Ian E l l i s o n 

( I n d u s t r y ) , B i l  l Burroughs (Energy) and Martin V i l e (Cabinet O f f i c e ) . 
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S HAMPSON 

P r i v a t e Secretary 



