Washington Semester Program


The American University





Research Project
































The Return of Hong Kong to China: 


US Policy Implications
































Submitted by





Hugo Shebbeare





(Vesalius College, Vrije Universiteit Brussel)





In fulfillment of the requirements for 





Course Number 56.095.01:  Washington Semester Research Project





Spring 1997





�
The Return of Hong Kong to China: US Policy Implications





Table of Contents:





Introduction 									page 3





Chapter 1: Background							page 7


	


Occupation The Acquisition of Hong Kong by Britain 


Britain’s Primacy Restored After Japanese Occupation


The Years Leading Up to the Joint Declaration 


Recent Years: Post Joint Declaration


	


Chapter 2: China-United States Relations					page 17





Background and Analysis


Hong Kong Issue in the Totality of U.S.-P.R.C. Relations


Business View and the Road Ahead





Chapter 3: Hong Kong-United States Relations				page 24





Interpretation of the Joint Declaration


	Civil Liberties Curtailed


Fate of Martin Lee and the Hong Kong Democratic Party


Fear of Mainland Corruption and Summary





Chapter 4: Hong Kong-Chinese Relations					page 30





Conflict over Legislative Council


Chinese Fears after Reversion and Civil Liberties





Conclusion									page 34





Bibliography									page 37





Appendix 1: The Joint Declaration						page 42





Appendix 2: Map of Hong Kong						page 43

















�
Introduction 





On July 1, 1997 the Union Jack will be lowered for the last time when the British government hands back Hong Kong to China after 155 years of colonial rule.  Hong Kong has evolved from a fishing village into one the world's leading financial centers.  Hong Kong, its name derived from 'barren rock,' is an extraordinary location for trade and commerce, with a per capita income higher than that of Britain, its colonizer.�  Every year the colony produces billions of dollars worth of manufactured goods.  Hong Kong's wealth can be linked to its location, the fact that it possesses a prized natural port and a free market economy.  Hong Kong is also China's second largest trading partner. 


Since Chris Patten’s term of service as Great Britain’s representative in Hong Kong began in 1991, the colony has experienced unprecedented democratic reforms.  According to the Sino-British Joint Declaration (J.D.), China will grant autonomy to Hong Kong.  For 50 years Hong Kong will be a Special Administrative Region (SAR) of China.  Yet countries such as Britain and the United States are anxious that the People’s Republic of China (P.R.C.) will not adhere to the agreement.  According to Kevin P. Lane, China's "promises of autonomy come second in priority to the assertion of sovereignty over Hong Kong."�  For this reason, the United States' dedication to protection of  ‘democratic principles and practices’ in Hong Kong and its interest in continuing to ‘engage’ China will pose problems between the two countries once the colony is handed back to China this year.  The P.R.C. has never shown any tolerance of bourgeois liberty or Western civil rights and political freedoms.�


The 1984 Joint Declaration between China and Britain established the framework for the end of British sovereignty over Hong Kong and its retrocession to China on July 1.  The P.R.C. will run its reclaimed territory based on the ‘One Country, Two Systems' plan formulated before the J.D.  According to the J.D., residents of Hong Kong are allowed to maintain their way of life and free market economy for fifty years after the transfer of sovereignty and the creation of the SAR.  China wishes to sustain Hong Kong’s economic growth, but it is unclear to the U.S. how much autonomy China will cede to the region after 1997.  


Hong Kong's new constitution will be the Basic Law, which will replace the 1991 Bill of Rights.  For China the "Basic Law is an extremely conciliatory document...to preserve Hong Kong's economic wealth," but not necessarily to preserve liberties established in the Bill of Rights.�  Beijing's assertion of sovereignty, once transfer is complete, has scared many in Hong Kong enough to make them search elsewhere to live.  Many Hong Kong residents have foreign passports, green cards, or have moved to different cities, such as Vancouver, to pursue business in a democratic system away from China.


Chinese-American relations are already on unstable ground and the addition of Hong Kong to the agenda will strain relations between these countries even further.  This paper will look into the ways that the Chinese government is preparing to handle its returned territory and the reaction other countries, such as the United States and Great Britain, will have to their actions.


The return of Hong Kong to China is a relevant subject because it is happening this year.  With China's poor human rights record, it will be interesting to see if it respects the civil liberties of the Hong Kong Chinese.  Moreover, it is an important subject because the British may lodge a diplomatic protest against the Chinese over their plan to scrap the Hong Kong legislative assembly and the 1991 Bill of Rights, which is to be replaced by the Basic Law and the Provisional Legislature with Tung Chee-hwa at the head.


In four chapters I will delve deep into the U.S.-P.R.C.-Hong Kong affairs.  The objective served by chapter two will be to describe the heritage of Hong Kong: its origins, the ‘Hong Kong question’, and its meager beginnings after the 1st Opium War. 


The second chapter's aim will be to study the current the U.S.-Hong Kong issue in the broader context of U.S.-P.R.C.  The contemporary thaw in relations between Washington and Beijing has been grace à the growth of an increasingly complex web of economic ties, helped along by the institution of economic reforms in China in the 1980s.  The more substantial the ties, the more numerous and nettlesome the problems between the US and China have become.  The ‘Hong Kong question’ on the horizon thus occurs amidst growing ties and conflict over trade, human rights and democratization. 


The third section of this research will review the current state of Hong Kong-US affairs.  The relations between these two entities for the moment are primarily in the economic arena.  However, as stated earlier, the United States’ foreign policy seeks a smooth transition of power.


Finally, the fourth chapter will deal with Hong Kong-P.R.C. relations in preparation for reversion and the problems that have arisen in implementation of the J.D. 


Hong Kong’s future relies on the smoothness of the hand-over from a democratic regime to a totalitarian.  China’s respect for civil liberties and the will of foreign powers, such as the U.S., should keep the P.R.C. to their word as stated in the J.D. China would suffer political costs if it mishandled the return of Hong Kong.


The P.R.C.’s  “intolerance of the rapid pace of local democratization” has polarized the relationship and nurtured mistrust between the colony and the mainland.�   The retrocession is bound to affect affairs with the U.S., given Washington’s dedication to protection of human rights, and its interest in continuing to ‘engage’ China. 








Chapter 1: The Background of Hong Kong





The status of Hong Kong has long been a source of tension between China and the United Kingdom.  Firstly, the question was a proprietary issue.  According to China, Hong Kong is an integral part of China “that happens to be administered by the British.” while for the British it is a Crown Colony.�  Second, was the political issue.


One possible reason why the Chinese never challenged this status may be that, in reality; they always considered Hong Kong to be Chinese.  Hong Kong, in British official pronouncements, is referred to as a ‘territory’ whereas a colony is a settlement made by emigrants in a foreign land with a degree of self-government, such as Australia or Canada.  Thus, although Hong Kong was called a Crown Colony until 1991 it retained territorial without any democratic institutions.


 The following analysis of Hong Kong’s history should help in understanding the relationship among the ‘three legged stool’ of the territory itself, Britain and mainland China, with particular attention to U.S. interests.





The Acquisition of Hong Kong by Britain 


Following the First Opium War and in accordance with the Treaty of Nanjing, China ceded Hong Kong Island to Great Britain in perpetuity under the Convention of Chuenpi, signed on Jan 20, 1841.�  The British Navy overpowered two of China’s largest cities, excluding Beijing. The Emperor of China, having trouble defending China’s vast territory and coastline, lost easily to British Naval power.  Thus, Hong Kong was made a Crown Colony, “one where the home government is responsible for the administration and where the inhabitants have only the most restricted representation.”� 


Hong Kong’s importance was due to the weather systems of the South China Sea. The Pearl River estuary was known as the first safe haven to vessels making the dangerous passage from the west.�  Captain Elliot, who took control of Hong Kong from China, declared that Hong Kong's would be free of tariffs.  Free trade was the cornerstone of Hong Kong's economy, to in accordance with Britain’s nineteenth-century laissez-faire policy. Lord Palmerston, a non-expansionist British Foreign Secretary, contemptuously described the island at the time as “a barren island with hardly a house upon it.”  Laissez-faire policy allowed trade to grow so fast that the barren rock soon had tens of thousands of Chinese and European residents.�  It thrived as a British commercial base and strategic naval station, dominating the trade of south China.


Kowloon was ‘grabbed’ in 1860 by means of the Convention of Beijing (or Peking) while the Treaties of Tientsin gave the British perpetual lease to the southern tip of the Kowloon Peninsula including Stonecutters Island.�   In 1898, the British extracted a 99-year lease for the New Territories: a continental landmass that extends to the Shenzhen River, Hong Kong's border with China.  British leased the New Territories in response to increasing pressures on China from other Western powers interested in creating spheres of influence.  This was the last of the ‘unequal, unjust treaties,’ from China’s viewpoint, that were imposed on it during the age of Great Power diplomacy.


United States ‘open door [trade] policy’ was proclaimed after the Opium Wars.  In fact, trade was the most important reason for U.S. presence in China.  Trade with China was the “largest long-distance trade in the world.”�   Trade with the British East India Company (often referred to as ‘the’ Company in British History) and private American and British companies made up the bulk of the trade.  The aim of U.S. policy was to take advantage of trade in China, but the Chinese themselves wished to keep foreigners out.  Therefore, for the West to do business in China it was necessary to fight for the right. 


An efficient, fortunate colonial government ruled a passive people grateful for freedom and opportunity to make money.  As they had done on the mainland, the people of Hong Kong traditionally asked little of the colonial government, and were ‘happy not to be involved in politics.’�  Upon cession to the United Kingdom, the Hong Kong population was a mere 6,000.  In terms of population, Hong Kong has always had over 90 percent ethnic Chinese population, the remainder predominantly European. Throughout the life of the territory, Chinese immigrants poured in due to problems on the mainland: in the 1920s to escape warlords, in the 1930s to escape the Japanese, in the 1940s to escape the civil war and the 1950s to escape the communists.  For instance, between 1938 and 1956 Hong Kong’s population doubled. These large immigrant flows have coincided with major events in China.


Around the turn of the century, the Chinese Boxer Rebellion was undertaken by a special class of warriors to cleanse China of foreign influence of all descriptions, including Chinese Christians, independent foreigners, and the representatives of foreign governments.  The Boxers massacred Europeans in the north and Peking, now Beijing, was then occupied by foreign troops.�  Hong Kong, as a foreign sphere of influence, was a typical example of what the Boxers did not want in China, but their power could not match the dominant European force.  Overall, China was comparatively weak vis-à-vis Britain and other European powers vying for territory or access to trade.  Her weakness was compounded by the domestic political upheaval that China experienced and may have been a reason for her not to have questioned the status of Hong Kong.


During the Great War China sided with the allied powers, but was outraged the 1919 Treaty of Versailles. In the Treaty, Allied powers rejected China's request that spheres of influences established by foreign governments be dissolved. In the same year, on May 4, students protests broke out over the results of the Treaty of Versailles. These waves of demonstrations for reform became known as the “May Fourth Movement.”  The students’ and intelligentsia’s efforts were to rout foreign, primarily Western, influence and revamp Chinese political and social institutions.  


World War II disrupted the social and economic life of both China and Hong Kong. On December 8, 1941, Japanese aircraft bombed Kowloon and Japanese troops pushed the British Commonwealth troops defending the territory from Kowloon and the New Territories. On Christmas Day, 1941, the British army surrendered Hong Kong to the Japanese.  Defending Hong Kong against Japanese Imperial strength during World War II was too difficult for the British.  


Britain’s Primacy Restored after Japanese Occupation 


Following Japan's surrender on August 14, 1945, Britain reclaimed the territory.  Britain had been bled white by the burden of two consecutive world wars and it began to pull out slowly from many countries such as India.  Although, other parts of the British Empire became dominions, Hong Kong remained a Crown colony because of its vital importance to trade in the East for Britain.


After the war, Hong Kong was again a major trade center. However, the situation in China as the Nationalist/Communist Civil War broke out and the succeeding Communist victory led hundreds of thousands to flee to Hong Kong.  After the communist revolution, Hong Kong coexisted cautiously and peacefully with China, whose trading enterprises, schools, banks, and retail chains operated in the colony. This arrangement, which did not affect its status, permitted the colony to prosper.�


United States ‘containment’ policy after World War II was to stop the spread of Communism.  Its focus in East Asia was on the People’s Republic of China, thus it became a chief protector of Hong Kong’s territorial integrity.  After the 1950 US�led United Nations embargo on trade with Communist China, Hong Kong's economic life began to slow. The colony was forced to develop a light industrial manufacturing base taking advantage of local and regional resources in order to continue to grow.�  


The Communists succeeded in making China a ‘united’ proletarian country, minus Hong Kong and Taiwan, under a central government in Beijing.  Eventually, when China began to reopen for commerce in the early 1970s with the détente between East and West, Hong Kong “resumed its position as entrepôt for global trade with China.”�  Furthermore, the admission of China to the United Nations and the complete normalisation of Sino-U.S. diplomatic relations by 1979 helped Hong Kong’s booming economy.  However, the political and proprietary questions of Hong Kong were not resolved until later in the Cold War, namely 1984. 


Upon the death of Chairman Mao in 1976, Deng Xiaoping took over the leadership of China.  Deng began his modernization plan, with economic reform his primary focus, that lead the way for development of foreign trade and investment.  Deng also formulated the plan for reunification with Hong Kong: “allowing the existence of two kinds of social systems in one country,” hence ‘one country, two systems.’�





The Years Leading Up to the Joint Declaration 


China’s rapprochement with Western powers helped significantly in dealing with the question of Hong Kong’s status.  The period from 1982 to 1984 was a time of immense uncertainty about the future of Hong Kong.  Taxes increased and land values collapsed, stocks declined, the Hong Kong dollar was under trouble as it was at its weakest for 25 years against the U.S. dollar.�


In October 1982, Sino-British talks began on China’s resumption of sovereignty over Hong Kong.  Britain initially held out to the letter for the 1843 and 1860 treaties that ceded Hong Kong Island and Kowloon in perpetuity, but finally Britain agreed to negotiate the hand-over to China.  


Margaret Thatcher and Zhao Ziyang (Prime Ministers of Britain and China, respectively) signed the Sino-British Joint Declaration on December 19, 1984.  The J.D outlined the status of post-1997 Hong Kong and provided for the establishment of a Sino-British Joint Liaison Group (JLG) to pave the way to July 1, 1997 and expedite retrocession. The J.D promises Hong Kong "a high degree of autonomy" as a capitalist region Special Administrative region for 50 years after 1997.


As a result of the settlement, the Hang Seng Index peaked at a 2½-year high, as business confidence was restored.  However, despite the successful agreement and optimism that came with its ratification, immigration lawyers from the U.S., Canada, Australia, and the U.K. set up shop in the Colony due to the local interest in emigrating to these countries. 





Recent Years: Post Joint Declaration 


During the 1980s, China was growing at a phenomenal pace.  Hong Kong and the United States were pleased at the spectacular growth rate and the confidence that occurred after the J.D.  However, one event changed all that: the Tiananmen Square massacre.


In June, 1989 Chinese troops brutally repressed democracy demonstrations in Beijing’s Tiananmen Square.  Anti-Beijing street protests broke out in Hong Kong and the uneasiness over hand-over loomed because of China’s treatment of the pro-democracy movement.   Democracy supporters in Hong Kong sent money into China for the pro-democracy movement.  China, on the other hand, began to see the territory as a potential base for subversion after the reversion of sovereignty. 


To the people of Hong Kong and others around the world, “Beijing [became] better known for its disregard of human rights,” than for its respect for democracy.   They hoped that autonomy under the J.D. would mean the right to criticize China without troops and tanks being sent in.�  


Sino-British relations since the Tiananmen incident in June 1989, and particularly since the arrival of Governor Christopher Patten in 1992, have caused much delay in negotiations for the transfer of power.�  Patten feared a crackdown in Hong Kong and began, in 1991, to lay the groundwork for democratic reform, outside the boundaries of the Joint Declaration.


In May 1990, Hong Kong’s executive council adopted a Bill of Rights to protect the Hong Kong people from Chinese repression.  The result is that Hong Kong’s formerly appointed legislature is now fully elected.  However, the following year the P.R.C. adopted the Basic Law, which does not mention the Bill of Rights because of its exclusion from the J.D.  In September 1994 the National People's Congress (NPC) went one step further, passing a resolution “to abolish the political structure based on Governor Chris Patten's electoral reform package.”�  


Hong Kong's future stability depends upon upholding of economic opportunity, free speech, a free press, academic freedom, freedom of travel, and the rule of law.  But one thing is for sure: the U.K. has virtually no power over the future of Hong Kong.  The power lies in the hands of the P.R.C.. The main concern, for this work, is not the economic, but political future of the territory.  China has already broken many promises it has made to the people of Hong Kong in the J.D.  The U.S. has recognized the J.D. as an international treaty.  Thus it holds China responsible under international law to abide to this agreement. 


According to the J.D., Hong Kong people will enjoy a “high degree of freedom, equaling that in Western democracies.”  China, also, has a very liberal constitution, like that of the Basic Law established in the Joint Declaration, but it is not interpreted to the advantage of the people.  Although the Basic Law promises Hong Kong a high degree of autonomy for at least fifty years, the promise is empty.� 


If fact, not only is the promise empty, the promise has been broken.  This year China’s National People's Congress has, as expected, voted to scrap key Hong Kong human rights laws, namely the societies and public ordinances.  Second, China has shown insensitivity to Hong Kong by the selection, not election of chief executive Tung.  Tung was supposed to be 'selected by election or through consultations held locally and be appointed by the Central People's Government’ according to the J.D..  By this example, one can see that, in the future, elections may be controlled from the mainland.


Another problem that has arisen recently and will surely affect the transition of power: Deng Xiaoping is dead.  Will his succession produce an autocrat, a team of party leaders, a return to power of the Old Guard, or a new military-business alliance?�


In less than eighty days Hong Kong will be taken back by China.  The hand-over ceremony will be late on June 30; the British governor will sail from Hong Kong harbour on the royal yacht Britannia. As the Chinese flag rises at midnight, the People’s Liberation Army will enter the new Hong Kong Special Administrative Region.�






































Chapter 2: China-United States Relations








The current thaw in relations between Washington and Beijing is a result of a complex web of economic ties. Although the Sino-U.S. relationship is very important and recently has improved grace à continued Most Favored Nation Status (MFN), problems involving Hong Kong’s political rights, Chinese human rights violations and the resurfacing of the Taiwan issue have raised concerns in Washington.  The Chinese government’s human rights policy has received increased international pressure by means of the United Nations Human Rights Commission, which recently failed to punish China for its abuse of international covenants. 


United States policy consists of constructive engagement with China.  Washington hopes to use its influence to spur on Beijing to live up to international norms and, also, for the successful transition of Hong Kong. The United States wishes to maintain peace, freedom, access to markets, and keep the balance of power in its hands while China emerges as a prominent world power. 





Background and Analysis


The Clinton Administration, since the beginning of its term in 1993, has taken a different stance on China than the previous Bush Administration.  In theory, Clinton’s initial policy was to use the United States’ economic leverage to persuade China of the benefits of democracy and human rights.  The most important example of Clinton’s policy has been yearly, since May 1993, the decision to renew MFN status to China, which has been renewed every year after 1980.  The renewal of MFN has been questioned every year after the 1989 Tiananmen massacre.  However, in 1993 the renewal of MFN status had a significant catch to it: the Executive Order of 1993.


According to the order, for China to receive MFN status in the proceeding years, it had to start fulfilling certain conditions involving human rights and political freedoms.  By May of 1994, may were skeptical as to whether the P.R.C. had made sufficient progress on the conditions laid out by the Clinton Administration.  Nevertheless, in May 1994, Clinton renewed MFN status again despite China’s failure to meet the conditions.  This was Clinton’s way of “delinking” human rights from China’s MFN status.�  


Clinton’s policy provoked deep debate in the House of Representatives.  Measures that would have called for the disapproval of MFN status were defeated, but a resolution that codified the President’s decision was adopted by the House.  This helped Clinton to attempt to solidify relations with China.  China’s Foreign Minister, Qian Qichen, signed agreements that prompted the United States to repeal sanctions on China because of missile sales to Pakistan. 


Nevertheless, an old issue that has plagued U.S.-China relations, Taiwan, resurfaced.  While Clinton was attempting to solidify aspects of bi-lateral relations with China, he also, by means of the September 7, 1994, Taiwan Policy Review, increased Taiwan-U.S. contact.  Furthermore, Taiwan’s President, Lee Teng-hui, was permitted a visit to the U.S. in May 1995.  Beijing reacted negatively.  


The P.R.C. made moves to suspend contacts with the United States and to discredit President Lee’s policies in Taiwan. In addition, on March 8, 1996, just weeks before Taiwan’s presidential elections, China began military movements, including ballistic missile tests and live-fire exercises, off the Taiwan coast. This sudden eruption prompted the United States to send two carrier battle groups to the Taiwan Straits.  Later that month, the Chinese ceased military exercises and the U.S. carrier groups returned home.  The result of the sudden eruption of military movement has left distrust on both sides of China-U.S bi-lateral relations. 


The United States has tried to use its influence to encourage Beijing to conform to international norms and to moderate its military aggressiveness by a complex web of economic ties.  As frictions mount, compounded by the Taiwan issue and now the reversion of Hong Kong, the U.S. government struggles to find a consistent approach to China, which seems to be developing case by case. 


 


Hong Kong Issue in the Totality of U.S.-P.R.C. Relations


It is critical that Beijing adheres to its commitment to preserve Hong Kong's high degree of autonomy.  The United States has huge trade and economic interests in Hong Kong.  Thus, one can see that the stability of Hong Kong is of importance to both China and the U.S.  Hong Kong is still, debatably, the gateway to China for the West.  In addition, as the bridge between East and West it “weakens if either side loosens its hold” on the continuance of trade.� 


According to Jeffrey A. Bader, Deputy Assistant Secretary for East Asian and Pacific Affairs at the U.S. State Department, the United States sees “two problems that China will have in adhering to the Joint Declaration.”  First, in conformity to the J.D., the laws previously in force in Hong Kong will continue to be in force, save for any that contravene the Basic Law.  Second, the Hong Kong SAR legislature will be elected not selected. The executive will be accountable to it and must abide by the law. Overall, the “key questions... are whether China will honor this impressive set of commitments and how it implements them.”�  U.S. policy makes one uncertain about China’s will to adhere to the J.D.  A recent example of this is the selection of the Provisional Legislature.  


In December, 1996 the P.R.C. announced that the H.K.S.A.R. Preparatory Committee had selected a Provisional Legislature for the July 1997-1998 period.  The selection of the Provisional Legislature has caused concern.  Since the United States is not a party to the J.D., it cannot debate its interpretation.  However, the United States can strongly support free democratic elections.  The Hong Kong government has voiced its opinion to China in stating that the “Provisional Legislature is not justified in the Joint Declaration” and that the end of the Legco is an erroneous action.�  Similarly, Jeffrey A. Bader made it clear that “China's decision to replace the current elected Legco was both unjustified and unnecessary.”�  An important indicator of how China plans to interpret a high degree of autonomy in reality will be the electoral laws adopted after reversion.  It is ambiguous whether Democratic Party leaders, such as Martin Lee, will be allowed to run for Legco elections after reversion. 


	


The Business View and the Road Ahead


United States corporate interest is strong in Hong Kong, and has a major influence on policy toward China.  As long this persists, Washington should use its position as a hegemonic power to encourage China to conform to international norms in the rendition of the J.D. 


U.S. interests in the region are maintaining peace and stability.  If the transition were not smooth and fair, this would threaten the U.S. interest in regional peace and stability.  Hong Kong serves as the gateway for an estimated twenty-four billion-dollar trade between China and the U.S.  Moreover, U.S. firms and more than 40,000 Americans residing in the territory must have their property and persons protected. 


Hong Kong business is dependent on the Sino-U.S. relationship.  Clinton’s policy of ‘de-linking’ human rights from China’s MFN status may be similar to his interpretation of the J.D.  The White House has said that it would watch the transition very closely, but it may not take any steps to punish China for shortchanging Hong Kong’s autonomy since it is a risk to corporate interest.  


Ex-U.S. Ambassador to the U.N. Charles Lichenstein stated that, as President Clinton is required to make a yearly progress report on China’s adherence to the J.D., the accuracy of the president’s interpretation of China’s actions would be of interest.  This coincides with the annual debate over renewing China’s most-favored-nation status.  Renewed every year since 1980, MFN status was not a subject of debate until after the 1989 Tiananmen Square massacre. 


The priority of the U.S. is to support the J.D. and the faithful implementation of the commitments made in it.  U.S. policy toward Hong Kong is therefore grounded in a determination to help preserve Hong Kong's prosperity and way of life.  Chris Patten believes that the “the best contribution…the U.S. could make to the success of Hong Kong” is to renew MFN for China unconditionally.� 


In summary, the United States may continue to engage China constructively.  It will watch closely to make sure those controls on freedom of expression and persecution of political dissidents is kept to an acceptable international standard.  At present, the “status quo [with China] includes very serious repression.”�  However, if China is not given MFN status Hong Kong would be seriously injured at a sensitive time.  It could ruin this essential bridge between East and West and furthermore, hurt U.S. corporate interests.  Thus, due to an “ever-widening web of international interdependence,…Beijing [will be allowed] to be more assertive in backing …territorial demands” Hong Kong’s return will impose.�  











Chapter 3: Hong Kong-United States Relations








Hong Kong-U.S. affairs are largely based on economic interests.  Hong Kong represents an Asian city committed to open trade with foreign markets, most importantly with the U.S. and China.  The U.S. government has stated that a “peaceful and successful transition for Hong Kong is a top foreign policy priority.”� 


Primary U.S. concerns are the security of the more than 40,000 U.S. citizens and 1,200 U.S. firms that are intimately involved in Hong Kong.  Corporate interest also plays an essential role in the U.S.-P.R.C.-HK relationship.  United States direct investment in Hong Kong is $13 billion.�  Hong Kong serves as the gateway for an estimated twenty-four billion-dollar trade between China and the U.S.  Much of the U.S. trade and investment in Hong Kong is vitally important to U.S. access to China's markets.  


U.S. companies want to be able to continue to do business in Hong Kong as they have done in the past.�  U.S. corporate interest in Hong Kong is enormous.  The American Chamber of Commerce in Hong Kong is the largest outside the United States.  Many U.S. companies have their Asia-Pacific regional headquarters in Hong Kong.  U.S. companies furthermore enjoy Hong Kong's open markets with no levy on import tariffs and very low corporate taxes.  


The retrocession has certain implications for the P.R.C. government.  Chinese leaders should understand that U.S. citizens may be protected if anything is done to them.  China, however, has more leverage on this point and it can get away with, as it has already, human rights violations.  The United States may not want to punish Hong Kong and the business of U.S. citizens by engaging China.  Thus, the United States has its hands tied.  It may not do anything to stop China because of the risks to trade, and to its citizens.  The United States may put no real pressure on China.  Since 1979, the U.S. has backed down on every major condemnation of China for human rights.  The reason for this is primarily economic reasons.  It therefore appears that economics are more important to the U.S. than human rights. 


Much of the present problematic situation involves the interpretation of the J.D.





Interpretation of the Joint Declaration


"The 1984 agreement promised that life and business in Hong Kong could go on almost exactly as before...[the agreement] included not only purely economic assurances about the currency and the markets of Hong Kong, but also clear assurances about the continuity of laws, rights and freedoms."�





The United States has recognized the Joint Declaration as a legitimate international treaty in the U.S.�HK Policy Act of 1992.�  Obviously, the United States supports the development of democracy in Hong Kong, protecting human rights, and maintaining Hong Kong's confidence and prosperity.  To what extent it would go, however, to preserve the commitments set out by China in the declaration and risk corporate demise in Hong Kong is hard to foretell. As it is not a party to this treaty, the United States has no legal right to its interpretation.  China considers any complaints on the interpretation of the J.D. an encroachment on sovereignty. The J.D. is, however, an internationally recognized treaty by the United Nations.  Therefore, the West has the right to protest in case of a breach of the treaty.  One possible way to do this would be to enter a diplomatic protest.  


What the West can do if the J.D. is not adhered to is minimal.  So far, White House spokesman Michael McCurry has said that there will be "some consequence" if citizen rights suffer after the reversion.�





�
Civil Liberties Curtailed





A dispute over the future of civil liberties in Hong Kong has prompted Britain and the United States to issue stern warnings to China to respect the J.D. 


For many, the changes to civil liberties are definitely a step back on human rights.  “If they weren’t, why would Tung even have to defend the changes that the P.R.C. made.”�  Tung said that civil liberties are not to be curtailed, but critics such as Bruce Bueno de Mesequita state that if they were not, Tung would not have to spend as much time justifying them.  Governor Patten has warned that such measures could provoke a reaction from the people of Hong Kong against Chinese rule after retrocession.





The Fate of Martin Lee and The Hong Kong Democratic Party


Martin Lee, leader of the Democratic Party, and his followers occupy approximately half the seats in the present Legco.  Mr. Lee’s party is strongly anti-Beijing.  As of July 1st, the Legco will be abolished.  The P.R.C. may be forcing in the Provisional Legco to prepare for July 1998, when an elected legislature should be in place, but devising a plan that would exclude anti-Beijing parties like Martin Lee’s.  


It is thanks to Patten’s reforms that the Legco exists in the first place.  Governor Patten realized when he arrived in Hong Kong, that moves toward democratization had to be taken to protect Hong Kong from possible crackdowns such as the repressive Chinese actions in Tiananmen square.  Thus, a sixty-seat Legco was created.  


Immediately, the Chinese refuted the right of the Legco to exist. Seventeen rounds of negotiations between Britain and China to ensure the survival of the Legco resulted in no agreements.  China wants no changes that were made after J.D. to be kept in place.  In effect, China was afraid that Martin Lee would become their enemy and moved to curb his power.  Hong Kong will have to wait for a democratic Legco to return in 1998.


One is not sure that Martin Lee be part of the 1998 elections.  Fear is that Beijing may enact some patriotic law to prevent him from running or establish a provision for electoral districts.


On April 9, 1997 the National Endowment of Democracy (NED) awarded Martin Lee of Hong Kong’s Legco with a democratic prize.�  The NED has been a Hong Kong human rights monitor since 1995 while analyzing the existing human rights projects and making sure that the Rule of Law is upheld.  However, the NED has limited involvement, and does little more than election monitoring.





Fear of Mainland Corruption and Summary


Hong Kong natives fear not only China’s autocracy, but also a growing phenomenon that could affect the future: corruption. 


Hong Kong is corrupt at a minimal level, and has profited and enriched itself from  China’s corruption.  For business leaders, Hong Kong is therefore a safe place to invest money.  Often, payment goes from business heads straight to leaders in China.�  Mainland corruption is higher than in Hong Kong.  Problems that Chinese authorities face on their side of the border should not automatically pass over to the SAR.  To combat corruption, there already exits an organization in Hong Kong that shall be kept after reversion: the Independent Commission Against Corruption. 


Overall, the U.S.-Hong Kong issue in the broader context of U.S.-P.R.C. affairs is dictated by economic interests, conflict over the Legislative council, civil liberties, the fate of Hong Kong’s democratic party, and corruption.








Hong Kong-P.R.C. Relations








Economic interdependence between Hong Kong and the mainland overshadows conflicts, such as the Legco selection and civil liberties.  The reversion also stands as a precursor for Macau’s return to China in 1999 and for the possible reunification of Taiwan.


The suppression of human rights in Hong Kong is not in China’s interest because China and Hong Kong are mutually dependent.  Two-thirds of all foreign capitol in Hong Kong is Chinese.  Moreover, Hong Kong serves as the gateway for an estimated thirty-two billion-dollar trade between China and the U.S.�


Hong Kong is a key benchmark for the reunification with Macau and Taiwan.  The ‘one country, two systems’ idea may work out for Macau in 1999.  Then, if Taiwan finds the idea feasible, they may reunite also. It could provide a successful process for the reunification of these territories.  However, mistreatment of the retrocession of Hong Kong by the P.R.C. may make it very difficult for Taiwan to reunite in the future.  The abolition of the Legco on July 1 remains a distinct example of China’s insensitivity towards Hong Kong. 





Conflict over the Legislative Council 


The conflict over the Legislative Council is primarily the question of its election or selection.  Normally, the SAR legislature was to be chosen by election, “but when the Hong Kong government took steps to replace the old colonial system with a more democratic system [to be in-line with the hand-over], Beijing opposed the changes.”�  China rejected the reforms and the 1995 Legislative Council (Legco) elections as a violation of the J.D. because it was a law that was not in force at the time the J.D. was negotiated.  In addition, Beijing believes that it “retains the right to overturn all the laws that have been changed after the Joint Declaration.”�


China retaliated against the elected Legco by selecting a provisional legislature, to replace the existing Legco for a year beginning on July 1, 1997.  In December, a 60-seat provisional legislature was chosen by a 400�person Selection Committee - a pro-China group of Hong Kong residents handpicked last year by Beijing’s Preparatory Committee.  According to an official at the Washington, D.C. office of Hong Kong Economic and Trade Affairs, post-handover Chief Executive C.H. Tung has said that the “1998 elections will be held and they will be free open elections.”�


China has to live up to international law and the J.D. is international law, but it is unlikely that West would send on official protest.  In Geneva, the United Nations Human Rights Commission met on April 14-15 to decide what should happen in case of a breach of the treaty by China.  Twenty-seven nations voted a “no action” for China, while nine abstained, and fifteen voted to against the “no action.”�  For this reason, it is understandable why professors like Bruce Bueno de Mesquita, of the Hoover Institution and author of Red Flag Over Hong Kong, are very pessimistic about the handover:


“Whatever good intentions the Chinese had in sticking to what is written in the Joint Declaration are over.  It’s too late now.  China’s interpretation of the Joint Declaration is too different from that of the United Kingdom.”� 





The British government feared that by June 2 legislatures would be present.  Recently, during the week of 6-11 of April, the Provisional Legislature met in Shenzhen to polish off plans for the elected HK SAR.  It has decided to begin legislating two months before schedule.  The Chinese Foreign Minister, Qian Qichen, last year told British Foreign Secretary Malcolm Rifkind that there would not be two legislatures running simultaneously before retrocession.  This demonstrates that the Chinese have undermined the Rule of Law.  The United Kingdom has turned a blind eye, however, while general elections are being held.�





Chinese Fears after Reversion and Civil Liberties





China fears that Hong Kong may become a base for subversion, a threat to ‘national security,' because it may be used as a footing for foreign influence on China.�  Western influence in Hong Kong may be blamed for subversion movements within China in the future.  For this reason, China has repealed several laws set out in the Bill of Rights to be consistent with the Basic Law.  The changes in civil liberties include no demonstrations without approval from the commissioner of police (freedom of assembly), no advocacy for the independence of Tibet or Taiwan (freedom of association), and no criticism of leadership in Beijing.�  The change that involves the association ordinances does not allow societies to have overseas ties in Hong Kong, especially by way of foreign contributions. 


	In summary, Hong Kong-P.R.C. relations are dominated by conflict over the Legco, Chinese fears of foreign influence and civil liberties.  Overhanging the latter two frictions, is the huge economic interdependence between the mainland and Hong Kong. 








Conclusion





The future of Hong Kong is dubious.  The little barren island and its accompanying mainland are moving toward a new era in which it will be ruled by Tung Chee-hwa, a politician from its own community.  One hopes that he will ensure that there are equal opportunities for everyone and a high degree of autonomy in Hong Kong.  Many people will be on hand for the handover ceremony including United Nations Secretary General Kofi Annan and U.S. Secretary of State Madeline Albright. 


Retrocession, from Tung’s perspective, is just a repatriation of over six million people to their native land. He once declared, “We are Chinese, and we are proud to be Chinese.”�  In truth, most people in Hong Kong are originally from China.  On the other hand, Tung acknowledges the contribution of the foreign and expatriate population to the success of Hong Kong’s economy.  Between the signing of the J.D. to the present, high emigration to foreign countries was expected, but only 600,000 of the 6 million plus population have acquired foreign passports.  Continued economic success should make remaining after July of this year an interesting prospect for most of Hong Kong’s population.  Recent history suggests that Hong Kong’s ongoing prosperity is a result of its people’s ability to adjust to changing conditions.�


With faith, U.S. concerns are that, firstly, the consequences of terminating the fifteen laws inconsistent with the Basic Law will not be profound.  Second, that the provisional legislature will not exist after its one-year period and eventually an elected SAR legislature will be created after July 1998.  Third, that the United Nations Human Rights Commission will not need to pass resolutions condemning China.  It is the responsibility of the U.S. to push China to agree with Hong Kong’s demand for democratic elections and human rights. 


Governor Chris Patten suggests that Hong Kong natives do not care for politics.  He stated that, “Autonomy will have to be asserted and defended by Hong Kong people and officials.”  If there were a chance that the J.D. is not honored, or breached, the United Kingdom “would mobilize the international community and pursue every legal and other avenue available to us.”� 


The damage made by the Provisional Legislature should not be profound.  For China, politically and economically, it would be a massive setback if the Provisional Legislature passed laws inconsistent with the implementation of the J.D.  It would furthermore be a big setback for global business, East-West relations, Sino-US, Sino-British, and Sino-Japanese relations, among numerous other interests.  Therefore, Hong Kong’s political future is uncertain.


China, within 70 days to be adorned with Hong Kong, should become a leading nation in the world.  The return of Hong Kong is a reversal of over a century of humiliation in China.  It is an important step for the Chinese to rid their country of colonial rule. 


The departure of the British should not spell economic doom for Hong Kong because it is the people of Hong Kong that have created the modern economic miracle over the last fifty years, not the British.  Economically, Hong Kong has done, and should continue to do, very well.  Economics should keep Hong Kong’s future bright.
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The Joint Declaration:








Hong Kong to enjoy a high degree of autonomy as a Special Administrative Region (SAR) of the People's Republic of China. Socialist policies applied in the mainland will not be applied to the Hong Kong SAR which will maintain its previous capitalist system and life style for 50 years after 1997. 





The people of Hong Kong to continue to enjoy their rights and freedoms under Hong Kong law; and the continued application to Hong Kong of the International Covenant on Civil and Political Rights and the International Covenant on Economic, Social and Cultural Rights. 





The legislature of the Hong Kong SAR to make laws for the Hong Kong SAR. The legislature will be elected. The executive will be accountable to it and must abide by the law. 





Hong Kong's legal and judicial systems, including the common law and legal precedents, to be maintained. After the establishment of the Hong Kong SAR, the laws previously in force in Hong Kong will continue to be in force, save for any that contravene the Basic Law. The courts will be independent and free from any interference. A court of final appeal will be established in the Hong Kong SAR. 





Continuation of employment for members of Hong Kong's public service, including (except at certain specified senior levels) expatriate members. All responsibilities for the payment of pensions will be taken over by the SAR Government. 





The Hong Kong SAR to be able, authorized as necessary by the Central People's Government of China, to negotiate agreements and participate in international organizations in appropriate fields. Hong Kong will be able to continue to participate in the GATT etc. 





The Hong Kong SAR to have autonomy in economic, financial and monetary fields. There will be no exchange control and the Hong Kong dollar will continue to be freely convertible. Investors will be able to put in or withdraw their capital freely. The Hong Kong SAR Government will use its own revenues exclusively for its own purposes, and the P.R.C. will not levy taxes in the SAR. 





The Hong Kong SAR to determine its own shipping policies, and to be given authority to negotiate its own Air Service Agreements for flights which do not touch other parts of China. 





The recognition of land rights. It makes provision for the Hong Kong Government to grant new leases extending until 2047 and to renew existing leases up to that date. 





The continuing right of free entry to and departure from Hong Kong. It sets out the criteria for the right of abode in Hong Kong and the issue and use of passports and other travel documents. Residents of the SAR will be able to travel on documents issued by other governments, including British passports. �
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