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STR LAWRENCE KADOORIE

As requested by your letter of 20 July, I attach a brief for the Prime
Minister's meeting with Sir Lawrence Kadoorie on londay 15 August,
together with an interesting article by Sir Lawrence which well
illustrates his philosophy.

We sugegest the meeting might cover two related topics:

] Trade with China and the role of Hong Kong

2 The power projects currently being undertaken by Sir
Lawrence's company, China Light and Power, in which UK
companies are major suppliers.

The Prime Minister will remember that Sir Lawrence wrote To her on
14 May 1979 congratulating her on the electioen result and that she
replied on 11 June. I attach copies of the exchange.

Sir Tawrence will no doubt be looking for the continued goodwlll of the
new administration since both he and his partners Exxon see the
Government's support and commitment as vital to the success of The
projects. Negotiations for further orders are currently taking place
and the Government's stance is therefore particularly sensitive at

this time. '

The Department intends to continue to support the efforts of UK industry

to win the new orders and will monitor progress on any contracts that
are awarded to see that the indusTry periorms satisfactorily. <he
Prime Minister might therefore like to take the opportunity to reiterate

the assurance she gave in her letter of 11 June that "I know the
Department of Industry will continue their efforts in relation to the
current and succeeding contracts", which was repeated by my Secretary
of State when he saw Sir Lawrence on 1 August.

T am copying this letter to Stephen Wall(FCO). \7/O4ﬂd§)‘smwbﬁﬂ¢{jiw

PRT

MASON
Private Secretary




BRIEF FOR PRIME MINISTER'S MEETING WITH SIR LAWRENCE KADOORIE

BACKGROUND

1 Sir Lawrence Kadoorie is a remarkable octogenarian who is thought to be one
of the world's richest men. An Anglophile and a great China watcher, he views
Hong Kong as the '"free zone of China under British management', as the great
meeting-point of East and West and the most important show-place and entry route
into China for UK industry.

2 He is a grand strategist and his philosophy is well summarised in the
attached recent article. He sees China becoming a major world political and
economic force with the UK uniquely able to influence developments and thinking
and take advantage of future growth through its position in the Crown colony

of Hong Kong. Success in Hong Kong on major projects such as the Mass Transit
and the Castle Peak power station thus has a far wider significance and in his
view justifies the wholehearted commitment by all parties including the UK
Government.

CHINA AND HONG KONG

5 We generally agree with Sir Lawrence's assessment of the potential advantages
which Hong Kong's position offers to the UK, in particular because of the impor-
tance which China attaches to finding export outlets for her domestic production
We have accordingly been doing what we can to encourage British companies to make
the most of links with Hong Kong as an opening into China.

L The main conclusions of the current reappraisal within China involving
renewed emphasis on the importance of generating export earnings, eg through
joint ventures and counter trade, will increase the scope for Hong Kong's
business community to contribute. We will continue to encourage British compa-
nies to make the most of the unique opportunities offered by Hong Kong's position
to develop a three-way industrial and trading partnership.

5 The relationship between China and Hong Kong was personally strengthened

earlier this year when the China Light and Power Co successfully established a

power link across_the border. CLP now supplies a modest but consistent amount
of electricity to neighbouring Kwantung Province and Chinese technicians are

being and will be trained on UK equipment at CLP's main power station.

Vietnamese Refugees in Hong Kbng

6 Since the Geneva conference in July, the numbers of Vietnamese boat
refugees arriving in Hong Kong have fallen considerably: less than 500

arrived in the first week of August. The British Government played an important
role in achieving this improvement, by calling for the Geneva conference and

by bringing international pressure to bear on the Vietnamese Government to
modify their policies. The refugee problem however continues to be an acute

one for Hong Kong, with over 66,000 refugees still in the territory. The
British decision to accept a further 10,000 Vietnamese refugees from Hong Kong




was greatly welcomed there. We are continuing our efforts to persuade other
recipient countries to take more refugees from the territory.

Immigration from China

7 In the first five months of 1979, 26,000 illesal immigrants were detained
while attempting to enter Hong Kong from China, and were repatriated. A
combination of diplomatic representations by the British Government to the
Chinese authorities, and increased border vigilance (made possible by reinforce-
ment s from the UK) has succeeded in bringing the influx down to manageable
proportions since the end of June: fewer than 300 were repatriated in the first
week of August. The Chinese Government have also responded to requests _to reduce
the rate of arrival of legal immigrants, though the numbers are still higher than
we would wish. We are continuing to monitor the numbers and shall renew our
representations to the Chinese Government if the totals do not continue to fall
to an acceptable level.

THE UK AND CHINA LIGHT AND POWER

8 In 1977 Sir Lawrence approached HMG for a negotiated contract for the supply
l of equipment for a new power station at Castle Peak in the New Territories of

Hong Kong. Having had experience of GEC equipment but with limited management
resources available to CLP against a short time-scale within which to build

a new power station, Sir Lawrence wished to take advantage of all the facilities
the UK could offer rather than go to competitive international tender. The UK
power plant industry was unlikely to have been unsuccessful had this tender
procedure been adopted because the Japanese w&&Tﬁfﬁrobably have used the project
as a "loss leader" to establish themselves in CLP on the doorstep of China.

9 kqually however the UK industry by itself lacked the capability to put
together a total package of the type Sir Lawrence was after. The Department

of Industry therefore put together a "UK Ltd" package bringing together expertise
in civil design, turbines, boiler and associated manufacturing expertise from the
UK industry, the financial expertise of the merchant banking community backed

by ECGD and the unique expertise of the nationalised supply industry, CEGB, through
its international consultancy arm, British Electricity International.

10 The UK Government presence was, and continues to be vital in persuading

CLP's partner, Esso Eastern, to accept a negotiated contract. The business ethics
of Exxon - the parent company of Esso Eastern - would in the era of post-Lockheed
scandal require an open international tender rather than a closed negotiated
contract. The involvement of the UK Government however is seen as ensuring the
probity of the deal, ensuring fair and honest conditions and price are adhered to,
as well as providing a degree of leverage and monitoring of the project's progress
which would not otherwise be available to external buyers. The joint Exxon-CLP

holding company, known as KESCO, was promised Dol involvement and support by the
previous Administration.

CONTRACTS NEGOTIATED

11 As a result of the package approach KESCO signed a contract in March 1978
worth approximately £120m with GEC Turbine Generators with Babcock & Wilcox as




the major sub-contractor. Under the contract the UK industry will supply two
550 MW generating sets with dual fired boilers and associated equipment for
the new KESCO station at Castle Peak.

12  Secondly, Balfour Beatty (part of the BICC Group) was awarded a contract
in March 1979 worth about £100m for the design, supply and erection of a 400 KV
transmission system to distribute power from Castle Peak station through the
New Territories.

15 Thirdly GEC Gas Turbines Ltd have recently secured an order for two gas
turbines for Castle Peak with an option on two further machines (value about £20m)

14 Finally negotiations have just begun for two more 350 MW generating sets

and associlated equipment for Castle Peak for installation in 1984 and 1985. A
negotiating team has recently returned from Hong Kong and we believe that success
should be achieved by around the end of this year. The decision rests very largely
with Sir Lawrence Kadoorie and his Exxon partners and the continued good-will

of the Government is seen as vital by all parties. The value of the potential
contracts is about £7/5m.

15 Since all the prices quoted above are at 1977 levels, the total value of
orders placed with UK industry or at present under negotiation totals at current
day prices at least £400m. Such orders have been of great value to a sector of

the UK manufacturing industry which has faced substantial difficulties, as the
CPRS report of 1976 noted.




COMMENTARY AND ANALYSIS

THE ASIAN WALL

STREET JOURNAL. July 10, 1979

Hong Kong: Sir Lawrence Kadoorie Interviews Himself

3ir Lanorence K adoone, partner in Siv
BUy Kadoore 4 Sons, chairmas of Sir Bt
ly Kaodoorne Comtmmalion Lid. end
chairman of Chuna Light & Power Co., is
one of Lhe architects of the modern Hong
Kong ecomomy. He (s frequently sougAl
oul by wnsiing businessmen, diplomats
and scholars for his aduice on (e fsture
of Hong Koag and ils relations with
CMaa. Recenlly, The 4sian Wall Streel
Journal asked Sir Lawrence (0 inlerviesw
Aunsel/ om [he questions mast Qflen
rawsed Whal follows is a transcnipt of that
mlerew.
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You are a crtaren of Hong Kong end en
od China hand. [ have often Aeard you

say, "Huomg Kong's foundabions stand on
[Aree legs. '

Q: Whal exacUy do you mean by this?

A: There are three faclors requlsite %

Hong Kong's cuntinued existence. They are:

1) Hong Koag's relations with China and
province Ia

Guangdong (Kwangtung)
parucular;

I1) Hong Kong's relations with the United
Kingdom; and

I11) Hong Kong's ability to meet the re-
quirements of and provide employmeant for
& younger, beller-educated and maore
suphusticaled generalion.

Thus city state 1s somewhat of an
anachroalsm. Logically It should pot exist
as a palitical enuty but lllogically, the in-
lernanonal need lor Lhe services Il renders

ls essental 0 the future relationship
befween East and WesL

Q- Can you elaborale?

A: To understand the Hong Koag of t»
day. and Lhe importance of continued stremg
and fnendly ues to China, one must look iméo
the past. In Britain's view the 29 square
mies of Hong Kong was ceded to it la
perpetuity by China in the Treaty of Naak-
Ing in 1842. A further 3\ square miles of the
Kowloon prerunsula on the mainland was
al30 ceded as a colony in the Conventioa of
Peking 1n 1860. In 1898 an addiuonal &
square muleswf the mainland and some 23
odd contiguous islands constiluling the
New Terntories were leased by China Lo the
United Kingdom lor a period of 99 years.

Thus, according w the Briush, the UK
owns the i1sland of Hong Kong and the
huwlooun peiunsula while China owns the re-
mander of the Colony but will not exercise
ellecUve sovereignty over it unul the New
Ternwnes lease expireson July 1, 1997.

In China's view, Lhe status ol this city
state 1s quite different. The agreements un-
der whuch the 1sland and the peninsula were
Ceded 10 the British were unequal (reaues
exlted by force [rom a weakened China in-
capable uf defending iLs terrilory.

¢ Has this ever been made clear by

China/

A: (hina's pusition was strongly stated
D the United Nations 1n March 1972 when
duang Hua, then China’'s Permanent
Representative 1o the United Nations (but
oresenly Minister for Fureign Affairs)
#rule a letier w the General Assembly's
special Committee on Granung of Indepen-
jence 1o Colonial Countries and People, o
~#hich he stated categorically:

Hong Kong and Macau are part of
Chinese lerntory occupled by the
Briush and Portuguese authurites.
The setUement of the Questions of
HHong Kung and Macau 1s entirely
within China's sovereign nght and
does not al all fall under the ordinary
calepury of colonial Territories . . .7
The Uniled Nalons has no nght to dis-
Cuss Lhese quesuons.

For the abuve reasons, the Chinese
delegalion 1s uppused o Including
Long Kung and Macau in the list of
colomiad Ternwries covered by Lhe
Declaration and requests that the er-
runeous wording that Hong Kong and
Macau {all under Lhe calegury of so-
called “"cnlonial Territories’” be 1m-
nudiately removed (rom Lhe docu-
menbs of the Special Committee and
all uther iled Nations ducuments.

rl.ll 4 recenl nlerview with Freach

Joursaliets, Assistaa! Furelgs Minister Song
Zhiguang ia answering questions oa Hong
Kong and Macau sald "'A solution W Lthese
prodiems will come laler. There are still 18
more years before the Hong Kong lease ex-
plres. We have 18 years Lo sette Lhe problem
and we are nol hurried. The British govern-
ment Ls atlending Lo the matter. Not long
ago, the governor of Hong Kong visiled
China We lold him Hong Kong was a part of
Chinese lermilory and al the expiration of the
leass we would settle the problem In an ade-
quale manner.”’ He added Lhal Invesiors
meanwhile need not worTy: they won'l ever
lose Lhelr money.
e @ e
Q: How do you regard the Hong Kong

_ of today!

A: For all inlents and purposes, Hong
Kong bas become the free sone of China un-
der Briish management. It is a neutral
poiat of contact between East and West. Il
soables China o regulale the flow of ex-
pertise required W fuel Its Four Mudemiza:

toas program.

Q: What 8 Chingy Pour Mods raiss-
Nons pregram? '

A: Al the Fifth Meeting of the Natieaal
People’'s Congress beld In Peking in March
1878 the malin topic was o make China a

moderi and powerful sociallst country
before the end of this century.

Chairman Hua Guofeng (Hua Kuo-feng)
outlined the “Four Mode mizations," an am-
bitious 18-year economic program involving
agnculture, Industry, science and
lechnology, and defense.

lo announcing the plans for a big leap in
Qhina’s production, he said that the task set
in the plan and the envisaged development

"“are giganlc, but the job can be done.'

Q: What was the effect of his announ-
csmen{ on Hong Kong!

A: The immediate effect was L0 bring

maay p-ophe L0 our shores. Looking back but
& short while we can see thal when China
opened ILs door a crack it was flooded by
Western governments and entrepreneurial
businessmen all of whom wished Lo take ad-
vanlage of this polentally enormous
markel.

Unlimited credits were olfered and pro-
Jecls of astronomical magnitude were dis-
cussed as I they could be brought to (ruition
withun a short space of Lime.

Now the euphoria has passed. China s
beginnung to take a realistic view. The ef-
fects of an overdose of Weslern contact are
being assessed and the discipline necessary
lo maintain order is being strengthened.

IndirecUy the advent of many financial
Institutions and other conglomerates open-
ing ofhices in Hong Kong resulted in a
shortage of office space and residential ac-
commoudation and added 1o the severe infla-

Lon caused by tow much money being spent
oo rapidly.

i ® &

Q. How do you regard China's decision
lo review ils Four Modermizations pro-
gramT’

A: Chalrman Hua Guofeng's decision to
review the Four Modemizations indicated a
much grealer degree ol uncertalnty and dis-
order In the Chinese economy than had pre-
viously been belleved.

Al the opening scssiom of the Natonal |
People’'s Congress, Vice Premier L4 Xlan-

nlan (L4 Hslen-nlen) attributed this to the
disharmony In Industrial (avestments
which, be sald, had seriously affected the
economy. He wenl so far as to say that at
bsast one hundred milllon people are not
having sufficient wo eal.

Chairman Hua painted a grey picture of
the ciivrost iuation, wits agsicniturs uaa-
ble Lo meel the demands of a growing
populaton and Industry turning out insuffi-
clent and poor-quality goods of a limited
Variety.

He advocaled a system of clearly defined
fob respoasibllity and the principle of "to
each according to his work," and he indicat-
ed that the time had come lor serlous efforts
o be made to modernize China and give ILs
people Lhe higher living standards Lhey de-
served.

As a result, emphasis has been placed on
& readjustment program designed to lm-
prove labor production. Industrial en-
lerpnses that have been inelficient or have

incurred losses will be reor ganized or closed
down.

There ls 8 growing realization' that the
Chuinese economic adjustment reflects the
basically pragmalic and construclive ap-
pruach of her leadership Loward financial

management.
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Q- How will this a/foct Neong Kong! |
A: This chamge of attitude has added to
Hoag Koag's importance in regard o the
scoaomy of China. |
Here, we realized from the beginning
that the ummediate attainment of the goal
sel by the Four Modemizations was com-
pielely unrealisuc. China did not have un-
Limited foreign exchange and development
would be imited to the country's abllity Lo
pay [or what il purchased.
China wishes (0 earn as much hard cur

rency as possible from Hong Kong and to

Fujlan (Fukien) and around Shanghal.

. e

Plans [or developing beavy Industry,
which originally was selecled as Lhe engine
of maximum modemizaton, have been cut
down (0 & more realistic size. Agricullure
and light industry will now enjoy greater im-
portance in developmenl planning. Suc-
cessful modernization of China's
agriculture and industry, however, hinges
oa political stabulity and thal remalins the
greal unceriainty in the nauon's fulure.
Pracucal considerations are sull foremost
in Chinese thinking. Thus, foreign com-
panies can no longer claim that they will de-
velop a complete oil feld or steelworks.
Instead, they must work slowly through Lhe
initial stages, handing over Lo the Chinese a
mass of their expertise in an Initially low-
priced but costly design study In the hope
that this will earn them (avorable treatment
later when Important contracls are
awarded, *

Q- How do you measure China's abili-
fy lo pay!?

A: From Ils change of attitude it has
become clear that China realizes the
dangers of over-extension and of endeavor-
ing 1o’ proceed too rapidly with the
modemization program which, up to now,
has been alien Lo its population.

Chinese Vice-Premier and Economic
Spokesman, Yu Qlull, reportedly went out of
his way o stress that the Chinese were
“very sensitive to the importance of maln-
talning credit-worthiness.' Mr. Yu also said
that Chuna would ke on only those finan-
cial obligations it could meet punctually 1n
Its n:odemizaton scheine.

Chuna Intends to cut her coat a~cording to
the cloth and the measure of that cloth will
be barter and compensatory deals.

Q. How do you view compensalory
deals?

A: There i3 nothing new in barter or com-

pensalory deals. Much of the trade involy-
ing Eastern European and developing coun-

tries lakes place withoul any exchange of
money.
The following are bul a few examples:

1) Pepalco Inc.'s agreement Lo sell cola
concentrale and some expertise to the
Soviet Unlon and, In exchange, Lo buy
vodka which the American company
sells through its own distributor in the
U.Ss.;

1) Ford Motor's deal o exchange %
million worth of cars for an equivalent
vvalue of gheepskins from Urugsuay;

3) Cadbury Schweppe's purchase ol
Bulgarian tinned fruit and vegelables
under a license agreement Lo make
soll drinks \n thal country.

It is estimated that about 400 compensa-

Bon Lrade Agreements are peing negoliaied
with the Chinese. Most are concentrated in

the Bouthcrn piuvlies of Guangdung and

Q. Mmsofar as Hong Kong is concerned.
‘how do you assess Hong Kong's relations
with Guangdong province !

A: Progress s0 lar, while moderate in
terms of achievement, has been considera-
ble il measured In terms of past
performance. Since the change in China's
policy, a far better relationship has existed
between Hong Kong and the Guangdong
authoribes.

There 1s now a through train service
between Kowloon and Canton, a daily air
service between the two cilies, operated by
the Civil Aviation Admimastration of China,
a hovercrall service (operated by the Hong
Kong-based Hong Kong & Yuaumati Ferry
Co.) from Hong Kong to Whampoa (the port
of Cantn), and it is reported that a 200 km.
four-lane highway 1s (0o link Kowloon with
Canton by 1982. In addition a regular supply
of electricity from China laght & Power Co.
o the Guangdong Electric Co. wuis suc-
cessfully negoliated and cunnected early
this year. Last bul not keast, Sir Murray |
Maclehose received an invitation to visit

lake advantage of this city state's lacililies
for (rade, Investment and modem
lechnology.

In Lhis context, Hong Kong's ablhity Lo re-
main as a major source of foreign exchange
eamings o China continues to be basic and
in all likelihood 1Ls most important contribu-
tioa.

As Hong Kong gradually becomes inte-
grated commercially with neighbonng
Guangdong province, the growth of local in-
dustries may slow down. Bul the merging of

Interests will strengthen the link with China,
thus increasing the security of Lhis City stale

as the [ree zone of China under British
management.

Thls Is not one-way traffic. China's re-
cenl purchases and Its development of land

ia Hong Kong create additional investor con-
fidence emphasizing this point of view.

e | J @
. @ How will China's rethinking af-
Jeclils Western conlacls?

A: Senior Chinese ministers have ad-
mitled thal they have been overambitious in
their plans o buy major industrial projects
{rom abroad. Ln cunsequence, vast develop-
ment prujects, such as a steel mill and other
facilies worth US$10 billion Lo be supplied
by Japan, and two nuclear power plants In
Shanghal o be provided by France, have
been delayed. This seems to be selting a
general pallern.

Peking in his official capacity as Governor
of Hong Kong.

An nleresting development that |s
becoming  apparent is the ‘“‘rapidly
vanushing border’ between the New Ter-
ntories and the adjoining Po On district of
Guangdong pruvince. The implications are
enormous. As a result, the development of
Guangdong province and Hong Kong could
become increasingly interlocked.

China’s purchases of land and property

in Hung Kong together with its planned de-|

velopmenl of industry on the mainland has
inspired confidence in Hong Kong's in-

vestors, who see this city-state in the two-|

fold rule of a teacher of methuds, and a sup-

plier ol goods, expertise and port facilities.

@ How would you assess the import of
Sir Murray's visil to Peking t

A: Sir Murray's wvisit to China
strengthens the “'Second Leg." It climaxed
a period of steadily umproving relations
between Hong Kong and China extending
over (he previous 12 months. The

significance of this invitation tv His Ex-

cellency in his otficial position as “* Governor
of Hung Kong'' should not be vverlooked as

It indicates consent to Hung Kong's status by
the Chinese.

Every honor was accorded Sir Murray
(as a representauve of Hong Kong's guvern-
ment) and it 1s of note that the usual pro-
paganda speeches were dispensed with,
Instead, discussions weré concentrated on
the mutual needs of Hong Kong and China -
the contnbutions that Hong Kong could
make to China's moderization policies, the
importance of maintaining investments and
confidence in Hong Kung and increased in-
vestment in China. Ln discussing the [ulure,
the Govermor was asked by Senior Vice-
Premler Deng Xiavping (Teng Hsiao-ping)
to tell investors in Hong Kong''to pul their
hearts al ease.”

What Is so often forgotten is Lthe
magnitude of China and thal ils people
represent one-quarter of the world's popula-
ton. Today that mass enjoys a4 Dbicycle
economy which cannot be convertud into the
Rolls Royce economy ol Hong Kort, over-
night. The Chinese understand that the
berefits denved [rom Weslern expertise can
only thnve in an_atmosphere as yel foreign
W thelir pevple as a whole.

The reservoir ol Western knowledge 1s
here but by mutual agreement, its flow into
China will be regulated by what the country
can digest.

Q: Can you elaborale on Hong Kong's
Sunclion?

A: We are a neutral point of contact, a
fluid flywheel taking up the slresses
between East and West. Here, China can
condone a standard of Liviug that is far
beyond anything it can achieve within the

nexl few years.

Within its borders, China cannot allow
discnminatory pracuces that could disrupt
the discipline that forms the base of 1ts suc:
cess. Yel its leaders realize thut the shop
window and service station offered to them

by Huong Kong 1s of considerable value lu

their progress.

Euphc_xm 1§ not called for, rather an ua-
derstanding of the facts, such as we see

them, common sense and a willingness to
Llake calculated risks.
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Q. How important is Hong Kong to the
United Kingdom?

A: Britain en)oys a unique position in this
part of the world. As manager of China's
[ree zone In this area, 1t controls an impor-
tant galeway lo that country. And It is in a

posiion to pruvide facilities that are In-
valuable, particularly at this time.

Of all Western powers, the UK Is best
placed to assist through joint ventures and a
merging of Industrial development that will
J& 10 mulual benefit and add Lo the security
ol Hong Koung's special status.

There Is no doubt that China intends to
use o the fullest advantage the facilities

and expertise of the West thal are concen-
raled in Uus ared.

Brtish husiness inturcs.

in China has

emerged very strongly over the last (wo

years. Bnush bank credit. worth HK$5.64
bilhon($1.2 billion) announced in December
1978 to linance the smaller lrade cuntracts
with China at low interest rates are the first
of their kind from a Weslern country. Ap-
preciation of Hong Kong as the base frum
which tu conduct commercial relations with
Peking has increased accordingly.

Perhaps the most spectacular of the past
year's inancial arrangenients has been the
conclusion of a three-comered deal involy-
ing Greal Britain, Hong Kong and China.
Under its terms the British will sell mining
equipment to China. The Chinese will mine
cal, which they will then sell to China Laght
& Puwer Co. The coal will be used tu power a
new facility (purchased fruin British sup-
pliers) thut China Lught 1s building, al 4 cust
of HK$1.5 billion, to generate electricity.
The surplus of that fucility’s vutput will be
sold W power-sturved Canton.

Hong Kong has had and will continue to
have an important rule to play in cementing
the United Kingdom's relations with China.

Q¢ Do you think that the (Hong Kony!
governmwnl 1y doing enowgh o meet the
needs of Huny Kong's populationt

A: Well, now you are relerring o the
“Third Leg"” which 1s, ol course, of
particular importiance to Hong Kong's
younger generation. In no place in the world
has the povemment done so much to un-
pruve the lot of its people. This does not
medn that we are hving i Hwopla  far
fromil. However, what has been achieved in

- the post-war period 1s remarkable.

From a devaslated colony said to have
been the most looted city in the world, Hong
Kong has nsen like a phoenix [rom the ashes
W become a prosperous industrid center
boasting of no unemployment  and that
with a population of over five mullion people.
What is more, Hong Kong continues to (il its
tradibonal role, providing asylum for hun-
dreds of thousands of refugees, the majority

~ of whom will have to be absorbed into our

econotny.

The governiment's wish 1s o ensure that
every lamily has a permanent sell-
contained home at arent it can afford. Today
more than two nulhion people, or 465 of the
population, hive in government-provided or
subsidized accomnudation, The guven:
ment estimites thist ot will complete 45,000
Mals this year tup from 15,000 last year) and
will maintiun completions at least at that
level until demand has been saustied. Meun-
Lime, the privale seclor 1s expected W pro:
duce u *urther 30,000 flats this year. That
means Hung kong will be producing accom:
modation in 1979 for some 350,000 people - a
:.u:lmuu dnount vl nowsing by any stan-

ar

A mulestone in the development of Hong
Kong's education system was achieved in
1978 wvath the introduction of nine years [ree
schouling for every child. In September of
the sume year tuition fees were abolished
for all Forin |-3 secondary school pupils oc:
cupying places i the public sector. This
abolition of fees will cost the povernment an
estimaled HKS$3Y.1 million in the 197579
financial year and the cost s likely 1o nse Lo
HKS$73.3 mulhon in 1982-3. 1t 1s intended 1o
make )unior secondary education not unly

universad and free in the public sector, bul
also compulsory.

Poust secondary education is available at
4 techmucal institutes, 3 colleges of educa:
ton, 3 teacher training colleges, a teachers
irainung technical college, 2 universities and
a polytechme. It should be noted toothat with
the purchase of the lalest in malem
machinery we are unporting expertise as
yel unknown 10 Lhis area. As i consejuence,
our universilies, polylevhnic  and olher

lechaical schools, both public aad private,
are providiag traimiag at correspondingly
more sophisticated and specialized levels.

Of 'p-u'uculu note 1s China Light &
Power's complete power station simulator
which, like similar training facllities, will
provide the opportuaity for Homg Kong's
younger generation — and those of our
neighbors — to attais higher positions In the
increasing industrial development.

The government and numerous volun-
lary agencies provide a wealth of recrea-
Uonal opportunities both within the urbaa
area and In the countryside.

Parullel with the development of thess
recreational facilities and programs there
has been a rapld development of Hong
Kong’s cultural scene. The Hong Kong Arts
Fesdval has now become a major event, not

only on the Asian cultural calendar, but
throughout the world, where It now ranks
among the leading fespivals of its kind.

Unfortunately, the recent invasion of
legal and Illegal Immigrants from over the
border will inevitably reduce a standard of
living which the Hong Kong government has
been doing its best to improve. There will be
more children In already over-crowded
schools and more hospital beds In already
over-crowded wards.

In addidon to this we have the added
burden of the Vietnamese refugees — arriv-
Ing al the rate of about one thousand a day.
What Is happening in Vietnam is a tragedy
of major proportions. We are hopeful that
the consclence of the Vietnamese guvemn-
menl will be touched and that they w!'l stop
this frightful traffic in human misery. But,
in the meantime, the government and the

country find it necessary to land and house
the off-loaded refugees in camps and deten-
ton areas, and {aclory bulldings.

I the Viethamese government contnues
wilh Its presenl plan W export & rnuion

ethnic Chinese, we can only hope thal help
from overseas, particularly from the
wealthy Western nations, plus Hong Kong's
well-kmown resilience, will prevent this pro-
blem from becoming one of ma)or propor-
tons for Hong Kong.

L) L L

Q. How do you see the future of China,
and in particular the fulure in Hong
Kong!

A: There are essentlally two possible
courses of development [or China that would
determine Hong Kong's fulure status:

1) that China will continue for the re-
munder of the century o be united
under a politically strong and
economically effecuve government,

that, as repeatedly In Lthe past, the len-
dencies loward provincial and local
autonomy will reassert themselves
while the central administration
would b2 {00 weakened by partisan

rnivaines and economic difficuliles Lo
enforce its authority.

No vne can predict the future with any
degree of certainty bul China’'s hislory Is
based on 2000 years of culture, and tradition

dies hard.

Respect for learning, the happy teacher- -

student relationship, the relaxed discipline
of youth, honor shown to the older genera-
tlon ud the healthy, smiling faces of (he
children noticeable throughout the country,
all augur well for the future.

I{ Mr. Deng is able to hold the country to
Its pr¢sent course over the next five years, |
{feel confident the impetus created will be
such as lo enable China's modernization

pruogram L0 continue under its own momen:
tum.

Should his efforts fail and China be split
Into warnng factons, this great country will
lose ILs international relationships, its pre-
slige as & member of the atomic club of na-
tons and its credibility as a wurld puwer.

| cannol see this happening. | believe
China's Four Modernizations programhas a
T0% chance ol success.

¢ How do you justify your faith in the
Julure/

A: Whatever the interpretation placed on
China's relationship with this city state -
whether 1t 1s a4 special area in Chuna or a

special areda of China - makes uttle dil-
forvive

With a population of approximately (ive
milliwa Chinese and a minority ol some
0,000 non-Chinese, Hong Koag's unique
value as a neulral point of contact between
East and West, its integrating effect and the
fact that Il does, and will conUnue, W
perform functions which China itself cannot
perform for ideological or other reasons,
leads me to believe that the future holds a
real possibility ol merging Inlerests (o
mutual benefit.

Hong Kong's relationship both with the
United Kingdom and with China has never
been better, and Hong Kong's efforts to bet:
ler the ot of Its younger generation has
taken priority in the eyes of the government
and the community.

The Lhree legs supporting Hong Kong
stand firm. They are bullt on a foundauon of
sell-interest and cooperation to mutual ad:
vantage and there is no reason (0 believe
that this will not continue. Today our de-
cisions must be based on realism and laking
calculaled risks.

The Hong Kong of tomorrow will offer
our children as much challenge as the Hong
Koag of today offers us and as much op-
poriunity as the Hong Kong of yesterday of-
fered our parents. Those who can stay the
course will be well rewarded.
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NOTES FOR A MEETING WITH MRS. MARGARET THATCHER,
PRIME MINISTER, ON 13TH AUGUST, 1979, IN LONDON

KESCO, a company owned as to 60% by Exxon and 40% by China
Iight & Power Company, is negotiating, through the Department

of Industry, a package deal with GEC/Babcock for the purchase

of two additional generating units (Nos. 3 and 4) and ancillaries

to be installed in the Company's new power station at Tap Shek Kok,

Kowloon, Hong Kong.
The value of this order exceeds £ 100 million,

As Chairman of a public utility, it is almost impossible for me
to place an order on a negotiated basis unless I am able to state
at the Company's Annual General Meeting that the purchase price
has been certified by a neutral party to be competitive.

Fortunately, so far this condition has been fulfilled and in less than
two years the China Light & Power Company has been able to negotiate
orders for over £300 million with British suppliers.

I believe some progress is being made in the present round of
negotiations between KESCO and GEC/Babcock, but the problem

still remains, and, as in the case of Units 1 and 2, assistance

from Government is absolutely necessary to ensure the competitiveness

of the British package.

When last we met you were kind enough to assure me of your personal
interest in this project.

My request, today, goes far beyond any attempt to squeeze the last
penny out of our suppliers. What is at stake may well be the future
of Sino-British trade. Our decision to negotiate the original contract
with the U. K. Government and the fact that we were able to utilise
the expertise available in Britain's nationalised industries virtually
opened China's doors to British industry. The outcome of the
present negotiations for the next two turbines are of vital importance
in keeping that door open. Carefully handled, I believe the U. K.

can regain its former position as the leading trader in the China

ma rket.

What I am asking for, in the long-term interests of Hong Kong

and the U.K., is confidence in the future, some vision and imagination,
the ability to take calculated risks, and an understanding that China,
with a quarter of the world's population, is destined in the next

century to become the world's most influential nation.

A

China Light & Power has demonstrated to British suppliers that
they must be prepared to design to the requirements of the overseas
(China) market, and has provided an invaluable showcase for their
equipment.
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Thank you for your letter of 14 May and your personal | |
L | I : l
congratulations. - | . | ‘ |

i ———. —
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. I do indeed recall our meeting last August and I am pleased '

that you have subsequently placed such substantial_ofders with this
country.

I hope we may see British industry increasingly SUCCesSs-
ful in trade with Hong Kong and I know that the Department of

Industry will continue their efforts in relation to the current
and succeeding contracts.

I'he personal commitment you have made to S1no-British . L
relations is one which is well recognised and I am de]ightéd to t
have achieved the important breakthrough in supplying eleetricity
0o China. We obviously would like to see Sino-British trade
flourish and are grateful for the assistance yau yare gl v nghiEn

this respect. I.look iorward to a further discussion with you

perhaps when you next visit the United Kingdom. . |

(Siﬂned) 3'1I.T.

g, o E— P S —— .

>ir Lawrence Kadoorie, CBE, JP.
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The Rt. Hon. Mrs, Margaret Thatcher, M. P.
Prime Minister

10 Downing Street s

London S. W, 1

ENGLAND

" Dear Prime Minister,

My sincere congratulations to you on your success
in the recent General Election.

Perhaps you may recall our interview last August
during which I mentioned that we had been able to open the door to
a new era of British Trade with China. In retrospect it 1s pleasing
to note that, since then, our Company alone has placed orders in
the United Kingdom amounting to almost £400 Million and that
further projects of equal magnitude are now under consideration.

We are most appreciative of the co- ordinating role
played by your Department of Indu stry which was essential to the
successful negotiation of these contracts.

It is of good augury that last month when, after
years of effort, I succeeded in achieving interconnection of our
Power supply with that of Kwangtung Pirovince, the Chinese Authorities
assured me of their complete co-operation.

I am indeed happy to know that we can rely on your
continued personal interect which T believe to he vital to the success

of Sino-British relations.

With all good wishes,

—

Yours sincerely,

J"’.f"
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I.awrence Kadoorie




