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Abstract
This thesis explores US and UK arms sales to China from 1969 to 1991, during the
late Cold War period. It examines this triangular interaction in the context of US
efforts to use the China ‘card’ to contain Soviet power. The study addresses the
objectives and outcomes of US and UK arms sales policies towards China; China's
response and its impact on Soviet policy; and last but not least the nature of the
Anglo-American ‘special relationship’ in dealing with the thorny issue of arms sales

to Communist China.

The research examines primary and secondary sources from the US, UK, and China,
providing a thorough analysis of Sino-Western cooperation. It particularly highlights
the decision-making process, and the balance of conflicting objectives in US and
British policies but it also pays due attention to China’s role as much more than a

passive actor.

Findings reveal a significant degree of US-UK collaboration on arms sales to China,
primarily based on informal arrangements, characteristic of the US-UK ‘special
relationship’. While both nations aimed to contain Soviet power, the UK mainly
pursued economic benefits from the arms trade, while the US focused on strategic
objectives. The Chinese government actively sought to exploit divisions in US-UK

relations, using the ‘Soviet card’ to its advantage.



Despite the limited scale of the UK and US arms trade with China and its relatively
minor impact on China’s military capabilities, its political implications were
substantial. The thesis therefore contributes to an understanding of the complexities of
US-UK arms transfers to Communist China, offering new insights into China's role in
the Anglo-American relationship during the late Cold War, set within the geopolitical

context of that era.



The Impact Statement
The potential ramifications of this research stretch across academia, policy advisory
circles, the defence industry, and the broader public. The research offers a fresh

perspective on the Cold War era and the current global strategic landscape.

Academic Impact

The academic influence of the research is multi-fold. By focusing on strategic decision-
making and the conflict between objectives, this research enriches the understanding of
international relations and provides insights into the nuanced triangular relationship
between the US, the UK and China during the Cold War. The fresh perspective and may
inspire more comprehensive and multi-dimensional research into the place of China in
international history and politics during the Cold War. Furthermore, this research
illuminates the complex nature of the US-UK special relationship and its broader

implications, providing fertile ground for additional exploration in this field.

Non-Academic Impact

This research offers critical insights that are instrumental to policy architects, defence
strategists, and military-industrial bodies. In today's context where China's ascent on
the global stage is a pivotal concern for Western nations, this study serves to historically
delineate the employment and efficacy of diplomatic, military, and economic tools, thus

shaping policy choices, diplomatic manoeuvres, and strategic



outlooks. The nuanced dynamics of the US-UK relationship, as unveiled by this
research, could guide decision-makers from both nations in their diplomacy towards
China, fostering a richer understanding of their shared historical trajectory and strategic

considerations, aiding in future dialogues and alliances.

Furthermore, the revelations about China's proactive role could arm policymakers with
the knowledge to better predict and decipher China's contemporary diplomatic
stratagems. Beyond the defence realm, this research has the potential to provoke public
debates and enhance public comprehension of historical phenomena, bolstering their
understanding of contemporary international relations. Media entities and educators
could leverage this research to enrich their content and instructional resources,
ultimately improving societal cognition of Cold War history, the Sino-Western alliance,

and global diplomacy.

The dissemination of this research will be achieved through scholarly publications,
public outreach activities like lectures and dialogues, and alliances with bodies
involved in policy-making and think-tanks. Over a span of time, the reverberations of
this research could permeate various domains, offering key perspectives for the
academic world, industry, and the general public, and moulding policy creation and
public understanding of crucial historical events and their implications for the

contemporary world.
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Chapter 1: Introduction - ‘Playing the China Card’

‘Now the American Empire and Soviet revisionists can't hold back any longer. They are
in serious conflicts...They [the US and the USSR] are...playing the China card against
each other. The situation has reached a turning point.’* These words come from a report
written by four Chinese generals, in late July 1969. Cold War history reached several
milestones at this time. The US suffered a major setback in Vietnam in January 1968,
the Soviet Union and its Warsaw Pact allies invaded Czechoslovakia in August, and,
most relevant to this thesis, China conflicted militarily with the USSR in 1969, which

brought into the open the Sino-Soviet split.?

To appreciate the significance of the Sino-Soviet split it is necessary to remember that
after the establishment of the People’s Republic of China (PRC) in 1949, the Sino-
Soviet alliance quickly grew in depth and extent. The Soviets provided arms and
technology to China, which joined the Korean War and alleviated strategic pressure on
the Soviets from the United States in east Asia. However, due to ideological divergences
and the competition for the leadership of the socialist camp, the Sino-Soviet alliance
collapsed in the 1960s. The USSR terminated assistance to China in 1960, and
outspoken public debates followed. The relationship significantly deteriorated under

the Soviet leader, Leonid Brezhneyv, in the late 1960s, and military conflicts on Zhenbao

! Zhang Jing, ‘Mao Zedong’s Strategic Decisions and Negotiation of Thawing Sino-US relations,” Dangshi Bolan,
2014 (07): 4-10, 5.

2 See: Yang Kuisong, “The Sino-Soviet Border Clash of 1969: From Zhenbao Island to Sino-American
Rapprochement,” Cold War History 1, no. 1 (August 2000): 21-52; Lorenz M. Liithi, “Restoring Chaos to History:
Sino-Soviet-American Relations, 1969,” The China Quarterly 210 (June 2012): 378-97.



Island and Terekty in 1969 marked the official split of the alliance.®

‘Playing the China card’ referred to the American policy of attempting to take advantage
of the split in ‘International Communism’ by using China to counterbalance global
Soviet expansion. It became an important part of US foreign policy after Henry
Kissinger identified the ‘strategic triangle’ of the US, the USSR and China and it
remained so until the end of the Cold War. # Selling arms to China was a significant part
of the use of the ‘China card’, and the idea quickly prevailed among Western countries
in the 1970s. The UK and other Western Europe states started to sell arms to China
because they hoped a strong China could redirect Soviet offensive priorities from
Europe to the Far East. There were also obvious economic advantages in securing sales
to China of weapons and other goods. In 1975, Britain pioneered the sale of a military
jet engine to China in the name of improving Chinese defence capabilities. During the
late 1970s and 1980s, many Western countries, including the US, France, Italy, the
Federal Republic of Germany (FRG or West Germany) joined the arms trade to support

Chinese military modernisation and to generate income.®

On the other hand, Beijing’s attitude to the ‘China card’ was complicated. The Chinese
Government disliked being used by the West as a tool to contain the USSR, because

this policy might force China to suffer Soviet retaliation. However, Beijing regarded

3 Ibid.
4 Henry Kissinger, White House Years (Boston, 1979), 165.
5 See Appendix on page 390 for examples of US, UK and European arms sales to China, 1975-1991.



the ‘China card’ as a bargaining opportunity to access the West’s technology and arms.
The arms sales continued for more than a decade, until the collapse of the USSR in

1991

The Anglo-American relationship and arms sales to China

The US and UK were two of the most active Western countries selling arms to China,
and they formed an important relationship with China in the late Cold War. The focus
of this study is the triangular diplomacy between the US, UK and China situated within
the larger ‘strategic triangle’ of the US, USSR and China. The role of the UK as the
foremost ally of the US was significant. Firstly, despite a shift in global power, the UK
remained an important player, capable of producing advanced weapons independently,
which gave it leverage in these strategic interplays. Secondly, the UK had specific
interests in China and the Pacific, especially in relation to Hong Kong and in terms of
trade with China. Finally, the 'special relationship' between the US and UK,
characterised by political, economic, and military cooperation, was based on similar
strategic goals. Amid the broader context of the Cold War, both nations were keen on
containing Soviet influence. The UK’s contributions to American strategic efforts,
encompassing arms sales and diplomatic initiatives, bolstered the overall effectiveness
of the interactions of the US with China. The active participation of the UK in the
triangular relationship with the US and China thus served as an integral component of

American containment strategy during the late Cold War period, 1969-1991.



Aim of the thesis

The main aim of this thesis is to analyse the issues involved in US and UK arms sales
to China from 1969 to 1991 as a case study of the Anglo-American relationship and
China during the late Cold War. In order to do this the thesis has three related sub-
questions.

(1) What were the objectives and outcomes of US arms sales policy towards China
during the late Cold War period?

(2) What were the objectives and outcomes of UK arms sales policy towards China?
(3) What was the attitude of the Chinese Government towards these arms sales and how
did the arms sales impact Sino-Soviet relations?

In answering these questions, the thesis will analyse the issue of US and UK arms sales
to China between 1969 and 1991 as a case study in the Anglo-American ‘special’

relationship and triangular diplomacy with China during the Cold War.

The thesis argues that the primary motivation for the United States government was the
Soviet threat, with the objective of countering Soviet influence and increasing
American geopolitical leverage. For the US, promoting commercial interests through
arms sales to China was a secondary factor but for the British government commercial
considerations were much more important. However, while the US and Britain
disagreed over some aspects of their China strategies, and competed for market share
in their general trade with China, the close Anglo-American relationship facilitated

cooperation in arms sales, especially as UK and US arms sales policies towards China



evolved over time, reflecting changes in the internal debates regarding their bilateral

relationships with China.

Ultimately, the practical impact of US and UK arms sales was limited owing to factors
such as China's weak financial position, its reluctance to become dependent on the West,
and its desire to avoid being used as a bargaining chip. In addition, the US and UK
governments refrained from selling the kind of weapons that could disrupt the strategic
balance between China and the USSR. Consequently, China's military capabilities
remained largely unchanged during the period under review, although the arms trade
with the West was still significant because of the pressure it brought to bear on the
Soviet Union. Anglo-American cooperation on arms sales to China also reflected the
strength of the underlying strategic partnership between the US and the UK during this

period.

Methodology

This thesis employs an historical methodology based on detailed qualitative analysis of
key primary sources underpinned by a critical reading of relevant secondary works. The
thesis draws on sources from the United States, Britain and China and thereby aims to
fill gaps in single-narrative accounts, which may be limited due to issues such as
restricted access to archives or political constraints. By examining US and UK archives,
this study sheds light on China's foreign policy and attitudes during this period, while

Chinese materials help to supplement the US and UK records. This approach ensures



that the analysis provided by the thesis is not focused solely on a Western-centric
perspective and acknowledges the role of China in shaping US and UK arms sales
policies. The thesis demonstrates that arms sales were not a unilateral policy, but rather
a product of mutual interests and strategic choices. This perspective reveals how, while
the West played the ‘China card’ to counter the Soviet threat, China was simultaneously
playing the ‘Europe card’ and ‘US card’ to address its own concerns regarding the

USSR and to gain access to advanced Western technology and arms.

The study prioritises an examination of United States' policy, followed subsequently by
those of Britain and China. This prioritization stems from the pivotal role the US-Soviet
rivalry played in the schema of Cold War history, coupled with the consequential
correlation between US arms sales policy towards China and this rivalry. Oscillations
in US policy, as the vanguard of the Western coalition, frequently precipitated collective
shifts amongst its allies' policies, not least in the case of Britain, as the UK primary
sources show. China's policies, as well as its engagement with the West, are also subject
to detailed analysis in this study, acknowledging China's significant role during the late
Cold War period and the consensus among US decision-making luminaries, such as
Nixon, Kissinger, Brzezinski, and Alexander Haig, about China's integral role in
counterbalancing the Soviet threat. Despite the relative paucity of primary archives
elucidating Chinese foreign policy decision-making, the present thesis undertakes a
thorough exploration of Chinese policy, particularly in relation to strategic adjustments

and responses to US and UK policy shifts.
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Thus the methodology employed in this thesis focuses on analyzing the triangular
diplomacy between US, UK and China. Detailed research in relevant primary sources
helps to uncover the motivations, decision-making processes, and diplomatic activity
of the US, the UK, and China within the context of the late Cold War. The thesis also
aims to investigate the dynamics of Anglo-American collaboration, identify areas of
convergence, and explore potential divergences in their arms sales policies. The
examination of arms sales therefore furnishes a valuable lens through which to
investigate the intricacies of the Anglo-American ‘special relationship’. The current
study acknowledges the pursuit of individual national interests by both Governments

while highlighting the cooperation facilitated by their alliance.

Original Contributions of the thesis

This thesis sheds light on various aspects of US and UK arms sales to China during the
late Cold War period, while also exploring the implications for the broader Anglo-
American relationship. Firstly, the research delves into the nature and evolution of US
arms sales policy towards China especially in the 1980s, seeking to uncover the
underlying motivations and strategic considerations that shaped this aspect of US
foreign policy. Similarly, an in-depth analysis of UK arms sales policy towards China
provides valuable insights into the distinct nature of British objectives, decision-making

processes, and the strategic alignment with China in the 1970s and 1980s.
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Furthermore, the thesis contributes significantly to the analysis of China's responses
and policies in relation to these arms sales. By examining the historical record
through primary sources, the study unveils the multifaceted dimensions of China's
engagement with both the US and the UK, shedding light on the complexities and
evolving nature of their triangular relationship, as well as on the broader strategic

triangle involving China, the United States, and the USSR.

This research also presents a case study in Anglo-American relations, offering fresh
insights and perspectives. The analysis goes beyond the conventional narratives by
uncovering untapped sources, exploring lesser-known aspects of US arms sales to
China, and illuminating the interactions between the United States, the UK, and China.
By bringing together these previously fragmented threads, the study contributes to a
more comprehensive understanding of the historical dynamics and geopolitical
complexities that shaped Anglo-American relations in the context of China’s strategic

significance during the late Cold War period.

The structure of the thesis

This thesis consists of seven chapters: an introduction, a background chapter, four main
chapters and a conclusion. The four main chapters comprise two chapters on US arms
sales policy and two on UK arms sales policy. The introductory chapter sets out the
aims of the thesis, the methodology, the primary sources used and a literature review.

The background chapter examines Sino-US, Sino-British relations and Anglo-

12



American discussions on China issues from 1945 to 1969. It discusses how the US
carried out its China policy from the administration of Harry Truman to that of Lyndon
Johnson and it then focuses on British policy towards China, especially Sino-British

trade relations, and Anglo-American relations in regard to China.

The third chapter examines the development of US strategy towards China from Nixon
to Carter, specifically addressing the shaping of its arms sales policy. It analyses the
dynamics of China's foreign policy during the Mao, Hua, and Deng periods, focusing
on their dual-centre approach and the subsequent Deng era. Prior to the Soviet-
Afghanistan War in 1979, the US did not have an established arms sales policy towards
China. However, it is crucial to analyse the interactions between the two countries
during this timeframe. The chapter highlights the influence of the 1972 Sino-US
rapprochement on US arms sales policy and it examines the trust-building efforts
between China and the US throughout the 1970s, which included limited military
cooperation that was unilaterally abandoned by Mao. The bureaucratic tensions
between Cyrus Vance and Zbigniew Brzezinski within the Carter Administration further
complicated the arms sales landscape. Ultimately, the Soviet-Afghanistan War served

as a turning point, spurring both sides to undertake ten years of efforts to rebuild trust.

The fourth chapter moves on to British arms sales policy between 1969 and 1979 and

discusses the development of Sino-British relations in the early 1970s and how these

were influenced by the UK’s ‘special’ relationship with the US. Mao Zedong’s ‘Three
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Worlds’ Theory and Edward Heath’s pro-European attitudes helped to align UK and
Chinese arms policies and paved the way for British arms sales to China. The chapter
discusses Chinese and British internal debates on the issue, as well as the related Anglo-
American negotiations. It also investigates the connection between British policy and
COCOMS®, which provides an opportunity to assess other Western countries’ attitudes.
Soviet perspectives are important and need to be included as they informed the Labour
government’s decision-making. The chapter makes particular use of two cases, the
Rolls-Royce Spey Mk.202 military aircraft engine and the Hawker Siddeley Aircraft
(HSA) Harrier 'jump-jet’ aircraft, to analyse the interactions between Britain, the US,

and China, as well as the attitude of the USSR.

The fifth chapter focuses on the arms sales policy of the Reagan administration which
underwent several stages - an active stage in 1981, a cooling-off stage during the
negotiations on Taiwan in 1982, a revival stage in 1983 in which Reagan reforged US
arms sales policy, a honeymoon stage between 1984 and 1986, and a decline stage from
1987 to 1991. The chapter analyses the reasons behind these changes in the context of
the US-Soviet-China strategic triangle in the late 1980s, especially Beijing’s

independent policy and Gorbachev’s ‘new thinking’.

6 <COCOM’ refers to the Coordinating Committee for Multilateral Export Controls, established in 1949 during the
early years of the Cold War. This international organization was instituted by Western nations with the objective to
restrict strategic exports (which could have both civilian and military uses, often referred to as ‘dual-use’
technologies) to countries in the Eastern Bloc and other specified nations. Jordi Molas-Gallart, “Which Way to
Go? Defence Technology and the Diversity of ‘Dual-Use’ Technology Transfer,” Research Policy 26, No. 3
(October 1997): 367-85.
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The sixth chapter discusses Margaret Thatcher’s arms sales policy. It explains how
Thatcher’s policy developed and how she and Reagan cooperated on technology
embargos against the USSR and in establishing a ‘China differential’ in COCOM. The
chapter shows US divergence from European countries on the understanding of détente
and trade control against the USSR. The chapter discusses the competition between
Britain, the US and other Western countries over the Chinese market, and examines the
interaction between Britain, the US and China regarding the failure of 051 Project,
which was the beginning of the decline of British arms sales. Finally, the chapter closes

with the end of US and UK arms sales following the Tiananmen Square episode.

The concluding chapter revisits the notion of ‘playing the China card’ and the research
questions highlighted in the Introduction. In so doing it provides a concise summary of
the main research findings of the thesis, regarding the multifaceted nature and historical
development of US and UK arms sales policies towards China, Beijing’s nuanced
responses, and the attitude of the Soviet government and it evaluates the extent to which
the objectives of these policies were achieved. Soviet responses towards the Sino-
Western arms trade are discussed as well. Last, but no least, the chapter explores the
dynamics between the US, UK, and China, shedding light on the intricacies of the
Anglo-American relationship within the context of their triangular diplomacy with

China.

Primary Sources

15



This thesis makes extensive use of primary sources. The Foreign Relations of United
States (FRUS) series drawn from the US foreign policy archives, covers all kinds of
documents, especially from the State Department, including those pertaining to arms
sales to China and US communications with Britain and other Western European
countries. The Ronald Reagan Presidential Library (RRPL), located near Los Angeles
in Simi Valley, has collected important primary sources related to arms sales.
Unfortunately, many of these archives from the 1980s are unavailable due to containing
still-classified national security information, so the available archives are somewhat
limited. Regrettably, the China collection covering the Reagan period in the FRUS
series has not been published yet, so the investigation of the 1980s mainly relies on a
number of file databases. Firstly, the United States Declassified Documents Online
database provides an opportunity to read various files from the 1970s, although many
of them are already included in the FRUS series. Secondly, the China collection in the
Digital National Security Archives (DNSA) database contains much useful information
about arms sales, which constitute the main resource for identifying of Reagan’s policy.
Thirdly, US Congressional Records contain the Congressional Research Service’s
papers about the attitude of Congress towards arms sales to China. Additionally, the
Freedom of Information Act (FOIA) database has collected a number of Central
Intelligence Agency’s (CIA) papers concerning strategic estimates of US arms sales and

China's military modernisation.

On the British side, the National Archives (TNA) in Kew in West London provide a

16



significant number of declassified official archives from the late Cold War. Some of
them have been digitalised and collected by Adams Matthew Digital Archives
(AMDA). These archives, which are organised according to different themes and
governmental departments, are elaborate and detailed and have greatly aided research
into both UK and US arms sales to China. The thesis mainly uses documents from the
Prime Minister's Office (PREM), Foreign and Commonwealth Office (FCO) and
Ministry of Defence (MOD). The PREM archives draw a clear picture of how
successive British Prime Ministers were involved in arms sales to China, including their
role in Parliamentary debates, and their letters to and from other leaders. The collection
also includes files about the final decision-making processes by the Prime Minister and
Cabinet, which cannot be fully observed from the Foreign and Commonwealth or
Ministry of Defence collections. The FCO collection mainly include telegrams and
letters related to negotiations with the Chinese, American and other European
governments. There are also many files recording the opinions of FCO officials on arms
sales and how the Office differed from and debated with other ministries. The MOD
collection reflects the arguments made by the British Armed Forces, the Defence

Intelligence Staff (DIS) and the Defence Sales Organization (DSO).

On the Chinese side, only official documents up to 1965 are available for use. Even so,
public records such as newspapers, memoirs, and leaders' speeches at conferences
present Chinese foreign policy in ‘big picture’ terms. These can be supplemented by

very useful secondary sources. The Chinese government published chronologies and
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biographies for high-level leaders. In fact, these contain extraordinary detail on
decision-making and negotiations with other countries. For example, the former
Chinese defence minister Zhang Aiping’s biography discusses in great detail a meeting
with Casper Weinberger in 1984, and his visit to the US in 1985, which help to explain
how the US arms sales trade restarted after a cool-down due to the Taiwan issue. The
People’s Liberation Army (PLA) published several reference books related to its
establishment, which provide information about the PLA’s perspectives on Western
arms sales. The memoirs of Chinese scientists who participated in Sino-Western
military cooperation also refer to the negotiations between China and Western

countries.

However, the palpable deficits evident in Chinese official documents are largely
characterized by a conspicuous absence of discourse around internal conflicts and
debates, and these sources tend to exalt Chinese leaders, portraying them as infallible
This is not mere oversight; rather, it is a calculated omission aimed at crafting an
external perception of internal unity and harmony. This deliberate narrative
engineering, fuelled by a governmental inclination to project an image of policy and
leadership stability, notably diminishes the documents' utility and depth as primary
sources for scholarly research. The resultant narrative, veils the complex and nuanced
nature of China’s political and decision-making arenas, perpetuating a uniform,
sanitized story that marginalizes dissenting voices and alternative perspectives within

governmental corridors. To reconstruct these internal debates, recourse to memoirs
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published in Hong Kong, and British and American archives, as well as secondary

literature, is imperative.

Literature Review

While there is no shortage of secondary literature on US relations with China during
the Cold War — and since — less has been written about UK relations with China’ in this
period. Nor has much attention been paid — by Western historians at least - to the role
of China as a major player during the Cold War, especially from the perspective of
Beijing, using Chinese sources. It is also perhaps not surprising that most of the
literature on the history of Anglo-American relations and the existence or otherwise of
a so-called ‘special relationship’ during the Cold War is concerned primarily with
events in Europe, such as the Truman Doctrine of 1947, a policy announced by U.S.
President Harry S. Truman to ‘aid free peoples against outside aggression’, initially by
providing aid to Greece and Turkey in an effort to prevent them from falling into the
Soviet sphere, and more generally through the containment of Soviet Communism.
Much less has been written about Anglo-American relations and China during the Cold
War and even less about US and UK arms sales to China and what this triangular
relationship tells us about the nature of the Anglo-American ‘special relationship’

during the late Cold War. 8

" Relevant works include: David Clayton, Imperialism Revisited : Political and Economic Relations between
Britain and China, 1950-54 (Basingstoke: Macmillan In Association With King’s College London, 1997);
Christopher Howe, ‘Thirty Years of Sino-British Relations: A Foreign Office View.” The China Quarterly 139
(1994): 794-99; Chi-Kwan Mark, The Everyday Cold War: Britain and China 1950-1972 (London: Bloomsbury
Academic, 2019); Martin Albers, Britain, France, West Germany and the People’s Republic of China, 1969-1982
(Springer, 2016).

8 For a recent review of historical works on the Anglo-American relationship see Alan Dobson, ‘The evolving
study of Anglo-American relations: the last 50 years’, Journal of Transatlantic Studies, Volume 18, Issue 4,
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This literature review therefore begins by examining a selection of writings — both
contemporary and more recent - on US policy towards Communist China during the
Cold War, especially concerning arms sales to China. It then assesses works on the UK
and China, with reference to the arms trade, before focusing some attention on the
Chinese perspective, citing both Western and Chinese authors. Finally, it reviews the
current state of the literature on Anglo-American relations during the Cold War,

especially in relation to China and the issue of arms sales.

1) Sino-US relations in the Cold War and US arms sales to China.
Historical studies of Sino-US relations are quite abundant but relatively few have
examined the issue of US arms sales to China during the Cold War. In fact, it was
political scientists, rather than historians, who first studied US arms sales policy
towards China during the Cold War itself. Their studies focused on assessing the US
government's policy and either approving or disapproving of it. They were
contemporary articles rather than detailed historical research but they offer an
interesting view of the policy and Sino-US military cooperation during the late Cold
War. They are therefore a useful starting point for this literature review and the current
thesis as the debates amongst these scholars also occurred within the US

administrations. These arguments represented the attitudes of US officials to a

December 2020, 415-433. An exception to the general lack of focus on Anglo-American relations and China can
be found in a special issue of the same journal, although there was no guest editor and no mention of arms sales to
China during the Cold War. ‘Transatlantic Relations and China’, Journal of Transatlantic Studies, Volume 18,
Issue 1, March 2020.
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significant extent, and some of the authors worked in the US government.

For scholars working in the Cold War period, arms sales to China were a top-secret
issue linked to national security and intelligence. As Michael Pillsbury pointed out in
1975, ‘except when the Shanghai Communique or some event briefly opened the door,
complete secrecy has been the rule - so much so that the number of American officials
who have seen the transcripts of the highest-level talks can safely be said to number a
mere handful’.® These discussions were typically based on public information such as
newspapers, government statements and officials' interviews, but the works were
subjective. In essence, these scholars aimed to influence US foreign policy directly, and
no matter whether they approved or disapproved of US-China military links, they were

motivated by US interests.

In the pro-sales camp, Michael Pillsbury, a former analyst at RAND Corporation who
later served as a Special Assistant for Asian Affairs in the Office of the Secretary of
Defense during the George H W Bush administration, was optimistic about the benefits
of selling arms to China, and even proposed a formal US-China mutual security alliance
in an influential paper on foreign policy published in 1975. He was the first to float the
idea of arms sales and a broad range of American military security relationships with
China publicly. He argued that these could stabilise US-China relations. The two

countries normalised their relations in the late Mao period, but whether relations

9 Michael Pillsbury, ‘US-Chinese Military Ties?,” Foreign Policy, no. 20(1975): 50-64.
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remained stable was uncertain under new leadership. US arms would encourage China
to maintain the relationship. They might also alleviate Soviet pressure on Western
Europe. About a quarter of the Soviet Army, Navy and Air Force was deployed along
the Sino-Soviet border, and an increase in Chinese military power would lead to a

corresponding reduction in the Soviet forces available to oppose NATO.*°

This paper quickly triggered a large-scale discussion. Douglas Stuart, a former scholar
at the US Naval War College, and William Tow from the Australian National University
supported this policy. They argued that the USSR could not be aggravated by such arms
sales because China could only import software technology and defensive weapons,
satisfying Beijing's minimum-security needs. ! As US-China relations steadily
developed in the early 1980s, Robert Manning's 1984 article in Foreign Policy claimed
that China had proven its resolve to shed its Maoist foreign policy, and Reagan's China
policy was a ‘noteworthy triumph of pragmatism over ideology.’'? He believed that
Beijing obtained advanced technology and well-trained engineers vital to its military
modernisation programme. For the US, China's primary value was its ability to hold
more than 25% of the Soviet Army on the Sino-Soviet border. As an independent and
non-aligned country, China played an essential role in the US-USSR-China strategic

triangle.

10 Thid.

" Douglas T. Stuart and William T. Tow, ‘Chinese Military Modernisation: The Western Arms Connection,” The
China Quarterly 90(1982): 253-70.

12 Robert A. Manning, ‘Reagan's Chance Hit,” Foreign Policy, no.54(1984): .83-101.
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Wellington Chu's work in 1986 emphasised Chinese perspectives and listed six reasons
to support arms sales to China. First, China's reform policy and opening up were likely
to continue. Deng Xiaoping successfully consolidated his political base, placing many
of his supporters in the top positions in the party. They did not seek ideological struggles
or offensive foreign policy, so the threats to US allies would diminish. Second, the
leadership understood the importance of acquiring Western technical assistance for
modernising China's economy. Third, a China stronger both economically and militarily
could well seek reconciliation with the USSR in the future, but that would not mean a
‘betrayal of the US’.*® A harmonious Sino-Soviet relationship would offer major
support to world stability. Fourth, the adverse Soviet reaction was grossly overstated,
given the overwhelming Soviet military capabilities in the region. It was clear that a
reasonable level of Sino-American military cooperation could reverse the Sino-Soviet
power imbalance, so there was little reason for the Soviets to fear the Chinese military.
Fifth, there was little danger of US-East Asian relations worsening because of stronger
Sino-American military ties. Finally, China was beset by a host of problems
constraining modernisation that would reduce any likelthood of significant

improvements in military strength in the next ten to fifteen years.

On the opposite side of the argument, Doak Barnett, a famous China scholar at the
Johns Hopkins University, called for ‘great restraints’ on US arms sales to China. He

thought these sales would significantly increase worries amongst US allies in Asia.

13 Wellington Chu, ‘Increased Military Sales to China: Problems and Prospects,” Journal of International Affairs,
Vol.39, No.2(1986), 133-147.
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Although China did not have an ambitious expansion programme, any subtle increase
in military capabilities could damage the East Asian equilibrium. He suggested that the
US had to be prudent when considering policy towards China, and both sides needed to

regard maintaining the regional power balance as the priority.*

David Lampton, the former chairman of the Asian Foundation and the former president
of the National Committee on United States-China Relations, held a similar view. He
believed that those scholars who supported selling arms to China ‘misread China’.*® He
revealed two purposes behind the US decision: solidifying American ties to China and
deterring adventurous Soviet behaviour. The scholar did not hide his disapproval of
selling arms, which ‘is a poor policy under present circumstances, whether looked at
from the strategic, regional, or bilateral perspective,’ but he expected a broad and stable

Sino-US relationship.®

Taiwanese scholar Michael Kau and his co-author Michael Frost warned that a rearmed
China would surely be more prone to revanchism. Hence, the Reagan administration
should reassess the feasibility and availability of arms sales policy to China. They
argued that the administration was damaging US long-term strategic interests and the
credibility of security guarantees in the East Asia region, especially towards Taiwan and

Japan. Nonetheless, Chinese rearmament faced pressure due to the Chinese economic

14 A. Doak Barnett, ‘Military-Security Relations between China and the United States,” Foreign Affairs,
n0.3(1977): 584-97.

15 David M. Lampton, ‘Misreading China,” Foreign Policy, n0.45(1981): 103-14.

16 Tbid. 114.
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situation, and it would be hard for China to rapidly remilitarise to face Soviet pressure.
Additionally, the two scholars pointed out that China was not particularly eager to
acquire US military hardware, and the US was forced into the role of ‘hard seller’.
China had accurately perceived that the US wanted to play the China card to face Soviet

threats, which would further undermine US leadership and security interests.!’

These contemporary writings were quite influential and are still interesting but they
tended to lack historical perspective. However, after the collapse of the USSR in 1991,
some essential monographs reviewed the short honeymoon period in the Sino-US
relationship in the 1970s and 1980s. The works of Robert Ross and Harry Harding built
a solid base for studying the Sino-US arms trade issue, as an aspect of general Sino-US
strategic cooperation in the late Cold War. Ross's Negotiating Cooperation: The United
States and China, 1969-1989, provides a comprehensive review of the period from
Nixon's visit to the Tiananmen Square incident.'® Ross expounds on how the objective
of countering Soviet power served as a unifying factor between the two nations. His
most original contributions are the meaningful interviews he had with main US
decision-makers, including Ronald Reagan and Zbigniew Brzezinski, which reveal US
decision-making on China issues. Ross brought Beijing's perspective into the research
with his excellent Chinese language ability. He interviewed Chinese officials and used

a broad range of Chinese materials, and he described the Chinese as smart negotiators

17 Michael Y. Kau and Michael S. Frost, ‘Military Ties with Communist China,” Asian Affairs: An American
Review 9, 10.5-6(1982): 254-265.

18 Robert S. Ross, Negotiating Cooperation: The US and China, 1969-89 (Stanford: Stanford University Press,
1995).
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and bargainers. However, he believed in general that China, taking on a reactive role,
had limited capacity to initiate joint endeavours and chose to await favourable external
conditions to further its foreign policy objectives, including reduced US support for
Taiwan. He also kept an open mind when discussing the end of the relationship. The
collapse of the USSR instead of human rights made the close relationship impossible.

The scholar’s work is generally objective and contains much helpful information.

Compared with Ross’s historical work, Harding’s A Fragile Relationship: The United
States and China Since 1972 is a model of the combination of historical review and
policy study.!® Harding has penned a clear and practical chronicle of the connection
between the United States and China in the past twenty years. The history section,
which makes up three quarters of the text, is written in a fluent yet detailed manner. He
argued that the two nations have experienced a back-and-forth association, often
likened to the motion of a pendulum. He also argued that they established an ‘special’
alliance in fact to their own disadvantage, but the relationship was ‘fragile’ due to
misconceptions held by both parties. He especially highlighted that Beijing and
Washington's policies were hugely shaped by their estimates of the USSR. The
concluding chapter, ‘Redesigning American China Policy,’ differentiates the book from
others. Harding actively made suggestions on US foreign policy in the aftermath of the
Tiananmen incident. He appealed for the US to give up the strategic relationship with

China because the main impediment to Sino-US relations had changed from Taiwan to

19 Harry Harding, A Fragile Relationship: The United States and China since 1972 (Washington, D.C.: Brookings
Institution, 1992).
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human rights, and economic ties had become the new fundamental factor.

Ross and Harding's works represent two historical and political dimensions of Sino-US
strategic relationship research in the post-Cold War period. The former represents the
perspective regarding the Sino-US strategic relationship as a historical narrative.
Scholars should not bring too many personal positions and estimates but try their best
to complete the narratives by using different views and new primary sources. With
recent declassification of archival resources, certain scholars have delved deeper into
this field. Mohamud Ali covers many gaps in previous narratives of Sino-US
collaborations by using newly released US archives and translated materials from
Soviet and Chinese sources. His work involves policy dialogues, military transfers,
intelligence cooperation and common actions supporting Afghanistan between the US
and China. He argues that Sino-US collaboration weakened the USSR and ended the
Cold War. In the chapter entitled ‘Building China's National Power’, he describes the
US actions to strengthen Chinese military capabilities from 1979 to 1989 and argues
that US arms sales towards China threatened and worried the Soviets on their Eastern
border. 22 However, the work does not connect this issue to Nixon and Reagan's grand
strategies, so it has no solid answer to the question of to what extent the collaboration

helped to win the Cold War.

Hugo Meijer, a political scientist at the Center for International Studies, Sciences Po

20 S Mahmud Ali, US-China Cold War Collaboration, 1971-1989 (London: Routledge, 2012).
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Paris, continued in Ross's style. Meijer interviewed 39 individuals who served in the
US administration and were responsible for China affairs, and used newly declassified
US archives to publish an article in 2015.%! His paper examines why the US sold arms
to China, the evolution of the policy and the end of arms sales. It is the first
comprehensive historical study of the US arms sales policy on China. Meijer regards
the policy as an extension of US export control in the 1980s, so the paper highlights the
influence of the ‘China differential’, relaxing restrictions on exports to China but
tightening them on the USSR, on the strategic triangle relationship. He argues that the
arms sales policy was not only shaped by using the ‘China card’ against the USSR but
also by the concern not to enhance China’s military capabilities against the US and US
Asian friends. It is an excellent work describing the outcomes of the policy, but it falls
short of analysing the decision-making processes. Meijer’s analysis of the Tiananmen
incident is insufficient, although he discusses the conflicts between the government and
Congress, but these discussions cannot support his argument that human rights

problems directly caused the end of arms sales.

Xin Yi, a Chinese historian, reviews the Sino-US military relationship from Nixon to
Reagan from a historical perspective in a series of articles.?? He argues that the Sino-

US military relationship was critical to US ‘Lianhua Zhisu [uniting China against the

21 Hugo Meijer, ‘Balancing Conflicting Security Interests: US Defence Exports to China in the Last Decade of the
Cold War,” Journal of Cold War Studies 17, 1n0.1(2015):4-40.

22 Xin Yi, ‘The Preliminary Development of the Defense Relationship Between US and PRC During the Nixon
Administration,” Zhonggong Dangshi Yanjiu, no.2 (2016), 41-51; Xin Yi, ‘The Transfer of Civil High-Tech
Equipment and Military Equipment to the PRC under the Carter Administration,” Meiguo Yanjiu, 2016, 30
(05):pp.126-146+8; Xin Yi, ‘On America’s Technology Transfer and Arms Sale to China During the Reagan
Administration Period,” Dangdai Zhongguoshi Yanjiu, , Vol.25(2018), 91-98.
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USSR]’ strategy, which was the core of US foreign policy from Nixon to the end of the
Cold War. Although large-scale Sino-US military cooperation started during the Reagan
period, the Nixon administration laid the foundation. This included permission for
Western European countries to export arms equipment, exchange intelligence and
establish crisis collaboration hotlines. During the Carter administration, the US
confirmed a “Youxian Wuzhuang Fuhua [limited military assistance toward China]’
policy. Xin thinks that US technology transfer and arms sales policy on China served
its global Asia-Pacific and China strategy. The development of the military relationship
was consistent with US ideological principles, including liberalisation and
Americanization. He uses a range of US materials and emphasises US grand strategies.

However, very few Chinese materials are used.

Sino-US relations are one of the most important bilateral relations in the world, so it is
useful to review the temporary strategic cooperation in the Cold War to make current
policy suggestions. This dimension resembles a development of those political works
written during the Cold War that add historical details. Thomas Wilborn, a scholar at
the Naval War College, finished his work, Security cooperation with China: Analysis
and a proposal. Final report in 1994, studying the possibility of future security
cooperation with China.?® The 31-page report summarises all US arms sales contracts
with China by Foreign Military Sales (FMS) and then concentrates on policy

recommendations. Wilborn drew the opposite conclusion to Harding. Wilborn believed

23 Wilborn, T L. 1994. ‘Security cooperation with China: Analysis and a proposal. Final report’. United States.
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that Sino-US security cooperation needed to be maintained in the post-Cold War period
because it would contribute to stability in a critical region of the world and help achieve

US global objectives.

The literature on the political dimension of Sino-US relations shrunk significantly in
the late 20th century due to the decreasing reference value of the issue over time, but
the EP-3 incident? in April 2001 triggered a new round discussion about Sino-US
military relations. Rand Corporation’s report in 2004, U.S.-China Security
Management: Assessing the Military-to-Military Relationship, reviews US arms sales
policy towards China during the late Cold War and posits that the primary cause for the
unstable military relationship with the PLA is the pursuit of particular policies by each
government, perceived to be contrary to their respective interests. More importantly,
the report argues that past endeavours to establish security cooperation with China
should now be more accurately defined as ‘security management.’ This approach entails
conducting activities that manage the relationship with China in a way that averts
conflict, while acknowledging the existing constraints and limitations within the

relationship.?

Essentially, the Rand report serves as a landmark, indicating the diminishing interest in

Sino-American military cooperation during the Cold War era from a political science

24 The EP-3 incident in 2001 involved a collision between a U.S. Navy reconnaissance plane and a Chinese fighter
jet near Hainan Island, sparking a U.S.-China diplomatic crisis following the American crew's emergency landing
in China.

%5 Kevin Pollpeter, U.S.-China Security Management: Assessing the Military-to-Military Relationship (Santa
Monica: RAND Corporation, 2004), 1.
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perspective. In recent years, there has been a notable shift in the scholarly discourse,
with limited discussions on Sino-US military cooperation during the Cold War, while
extensive attention has been given to military relations in the late 20th and early 21st
centuries.?® This change in focus reflects a growing interest in exploring the dynamics
of military relations beyond the Cold War period so the current thesis does not discuss

them in detail.

2) Sino-British relations and UK arms sales to China
Compared to the abundant research on Sino-US relations, studies on Sino-UK relations
during the Cold War are relatively limited. However, Chi-Kwan Mark’s important work
in 2019, The Everyday Cold War: Britain and China 1950-1972, helps to fill the gap in
Sino-British relations during the Cold War. He argues that Sino-British relations were
‘waged not by military means but by negotiation’, not mainly ‘face-to-face’ but via an
‘informal contestation and struggle through diplomatic ritual, propaganda rhetoric and
symbolic gestures’. 2’ The book discusses the Korean War, the Taiwan Strait crisis and
the impact of the Vietnam War on Sino-British relations. The best part is the analysis of
China's politics and internal affairs. The author discusses how the radical Chinese
politics in the Cultural Revolution damaged Sino-British relations, but British restraint
kept the damage low. By 1971, the two sides began serious negotiations on the

exchange of ambassadors, and a decision was announced in 1972. The UK's pragmatic

26 See: Kurt Campbell and Richard Weitz, ‘The Limits of US—China Military Cooperation: Lessons from 1995
1999,” Washington Quarterly 29, no. 1 (Winter 2005); Shirley A Khan, U. S. -China Military Contacts (DIANE
Publishing, 2009); Jean-Marc F Blanchard and Simon Shen, Conflict and Cooperation in Sino-US Relations:
Change and Continuity, Causes and Cures (London: Routledge, 2017).

27 Chi-Kwan Mark, The Everyday Cold War, 1.
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diplomacy proved successful, as did China's policy of manipulating emotions and

exploiting contradictions between the UK and the US.

Few works directly focus on the Sino-British arms trade, and like the literature on Sino-
American relations, political scientists were concerned about British arms sales to
China before historians. From a political science perspective, David Crane studied the
uncompleted 1981 UK-China deal on HSA Harrier aircraft using publicly available
sources such as official speeches, governmental reports and newspapers. Crane
concluded (correctly) that the Soviet invasion of Afghanistan drove a closer Chinese
relationship with the United States, influencing British arms sales. Indeed, as his paper
shows, American competition directly damaged British arms sales in the 1980s.
Although lacking archival support, his work still shows the British government's
decision-making regarding the deal. The Ministries of Defence, Treasury and Trade
supported the deal, but the Foreign and Commonwealth Office was not keen. The
British government also faced opposition from some interest groups. A split in the

Cabinet prevented Thatcher's government from reaching a consensus on the deal.?8

Mark Phythian's work, The Politics of British Arms Sales Since 1964: To Secure Our
Rightful Share, 1s the most comprehensive study of the bureaucratic politics of British
arms sales policy available. He identifies two strands in the development of British

arms sales policy. The first strand is a struggle between ‘idealism and realpolitik’. The

28 David Crane, ‘The Harrier JUMP-JET and Sino-British Relations,” Asian Affairs: An American Review 8,
n0.4(1981):227-250.
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second is competition and cooperation with the US. Britain struggled to make inroads
into some American-controlled markets because of Washington's political and
economic clout and technological superiority.?® These two strands were clear in the
Sino-British case, and Phythian provides a basic analytical structure for the UK sections
of my thesis. However, he did not include arms sales to China during the 1980s, and his
argument that the Thatcher government pursued strategic interests is questioned in the

current thesis.

With the release of confidential official materials, historians have been able to
investigate British arms sales to China in greater depth. Ed Hampshire studies the
Harrier deal in his recent work, Missing the ‘Klondike Rush?’ British Trade with China
1971-9 and the Politics of Defence Sales. He discusses British arms sales to China in
the 1970s in detail and uses declassified materials in the UK National Archives at Kew.
He supports Crane’s argument that economic interests dominated, as Foreign Secretary
David Owen proposed that arms sales should be tied to civilian contracts. His work also
covers the arguments made by businesses, social organisations and Parliament.
However, his study does not examine Thatcher’s arms sales policy and, in the view of
the current writer, his argument that the failure of the deal for Type 051 destroyers in
1982 was ‘the last surviving fragment of the 'Klondike rush' for Chinese defence sales’

is inaccurate.®® Both China and the UK hoped to revive the arms sales after this

29 Mark Phythian, The Politics of British Arms Sales Since 1964: ‘to Secure Our Rightful Share (Manchester:
Manchester University Press, 2000).

30 Ed Hampshire, ‘Missing the ‘Klondike Rush?’ British Trade with China 1971-9 and the Politics of Defence
Sales,” in John Fisher, Effie G H Pedaliu, and Richard A Smith (eds), The Foreign Office, Commerce and British
Foreign Policy in the Twentieth Century (London, United Kingdom: Palgrave Macmillan, 2016), 527-553.
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unsuccessful deal and signed some military contracts, which he does not discuss. He
attempts to include Chinese politics but his analysis is weak. For example, he thinks the
‘four modernisations’ programme impeded China's arms importation, which is not the

casc.

Martin Albers, a historian at the University of Cambridge, compares British, French
and West German export policies to China between 1969 and 1982. He discusses how
Europeans contributed to Sino-American rapprochement following Nixon’s visit in
1972 and formal diplomatic establishment in 1979. He uses a broad range of primary
sources in different languages and compares the three countries’ policies on China. His
book briefly discusses the interactions among the UK, the US, China and other
European allies. He argues that Britain’s more efficient decision-making process and
purely economic considerations defeated competitors from France and enabled the UK
to sell Rolls-Royce Spey engines to China in 1975. In the 1970s, the UK faced
enormous domestic economic challenges, including the need for foreign currency,
efforts to keep Britain's manufacturing industries afloat, and the fear of losing trade
with China. Such pressures pushed the government to adopt an active policy.®! The
book is an excellent example of transnational history but the discussion of British arms

sales to China is insufficiently thorough.

3) China’s Role in the arms sale policy

31 Martin Albers, Britain, France, West Germany and the People's Republic of China, 1969-1982.
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While the influence of China on the Cold War is acknowledged by historians, the extent
of its significance remains a topic of debate. Some scholars, focusing on the Cold War
as a whole, often position China as an actor secondary to the US and USSR.*? For
instance, in Strategies of Containment, John Lewis Gaddis examines the development
of US containment policy, emphasizing China's impact on American strategic thought
and policies. He explores the repercussions of major events, such as China's rise as a
Communist power in 1949, the Korean War, the Sino-Soviet split, and the US-China
normalization of relations in the 1970s, on the US containment approach. He presents
China as a secondary player in the geopolitical struggle and posits that China was more
of a reactive force, heavily influenced by its relations with the two superpowers, and
argues that China was far more subject to Cold War dynamics than an active participant
in shaping them.® In general, scholars in this school have given a clear status to define
China’s role in the Cold War but ignored how China actively interacted within global
affairs. They have regarded China’s role only as a background of a grandiose US-Soviet
narration and hardly discuss the connection between China’s internal politics and its

external activities.

Looking beyond this perspective, Odd Arne Westad’s influential work, 7he Global Cold

War: Third World Interventions and the Making of Our Times, provides a truly global

32 See: William Taubman, Khrushchev: The Man and His Era (W. W. Norton & Company, 2004); Vladislav M
Zubok, A Failed Empire: The Soviet Union in the Cold War from Stalin to Gorbachev (Chapel Hill: University Of
North Carolina Press, 2009); Melvyn P Leffler, For the Soul of Mankind : The United States, the Soviet Union, and
the Cold War (New York: Hill And Wang ; Godalming, 2008).

33 John Lewis Gaddis, Strategies of Containment: A Critical Appraisal of American National Security Policy
during the Cold War (New York, Oxford: Oxford University Press, Cop, 2005).
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perspective on the Cold War, ranging from China to Indonesia, Iran, Ethiopia, Angola,
Cuba, and Nicaragua. The book portrays China as an important player in shaping global
politics due to its intervention in the ‘Third World’ during this period. Westad points
out that China's domestic challenges and international relations often reduced its role
to a Cold War battleground, particularly in conflicts like the Korean and Vietnam Wars

but he shows how China had a proactive involvement in the Cold War. 3

Similarly, Sheila Miyoshi Jager's Brothers at War: The Unending Conflict in Korea
provides useful context for the early years of the Cold War. It details how US
engagement in Korea was significantly shaped by the perceived menace of Communist
China. The Korean War cemented the American containment strategy in Asia and
became a crucial component of US policy towards China, underlining the global
potential of China's influence and its direct impact on US decisions during the Cold
War's infancy.®® Lorenz Liithi, in The Sino-Soviet Split: Cold War in the Communist
World, contends that China was not simply a superpower pawn, but actively shaped the
Cold War. He points to the Sino-Soviet split, a marked ideological divergence in the
Communist world, as proof of China's active role. This transition from a bipolar to a
triangular dynamic significantly shifted the strategic considerations of the US and

USSR, crucially impacting the Cold War's trajectory.

34 0dd Arne Westad, The Global Cold War: Third World Interventions and the Making of Our Times (Cambridge:
Cambridge University Press, 2007).
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This viewpoint is supported by many Chinese scholars who analyse China's foreign
policy and decision-making using Chinese sources. Renowned Chinese historian Shen
Zhihua, utilizing Russian and Chinese declassified archives, argues in his work on the
Sino-Soviet border dispute in the late 1960s that Mao Zedong's arrogance and rigid
ideology were key factors in the split. This rift not only influenced broader Cold War
geopolitics but also led the USSR to rethink its commitments in regions like Eastern
Europe.3” However, Shen's work has limitations, notably, some personal viewpoints
that are unsupported by archival evidence. His critical remarks about Mao Zedong have
also faced official scrutiny. It is unfortunate that his research does not extend into Sino-

Western relations of the 1970s and 1980s.

Yafeng Xia, a leading historian on China's Cold War role and a current history professor
at Long Island University, New York, offers an in-depth analysis in Negotiating with
the Enemy. US-China Talks during the Cold War, 1949-1972. He asserts that positive
dialogue existed in Sino-US relations before Nixon's China visit. As a former Chinese
diplomat, Xia has a unique understanding of China's foreign policy decision-making,
allowing his research to thoroughly explore China's domestic politics and reactions to
US policies. He clearly outlines Mao Zedong's control over China's foreign policy

during the Cultural Revolution and the roles of Zhou Enlai and Jiang Qing.*® In his

37 Zhihua Shen, The Retransformation of Cold War: The Internal Divergence of Sino-Soviet Alliance and its
Outcome (Beijing, Jiuzhou Press, 2013).
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collaborative work with Shen Zhihua, Mao and the Sino-Soviet Partnership, 1945—
1959: A New History, he illuminates China's complex relationship with the Soviet
Union in the early Cold War years. The authors argue that China was not a passive
recipient of Soviet influence but a proactive partner that sought to shape its relationship

with the Soviet Union according to its national interests.®

Overall, Xia's scholarship underscores China's strategic maneuvering, diplomatic
dexterity, and assertive role during the Cold War by utilising Chinese, English and
Russian materials.*® His research presents China as an active participant in the Cold
War, adeptly navigating the international system and often reshaping it according to its
national interests. It is a refreshing and significant departure from traditional views of
China as a secondary player or passive object in the Cold War narrative. Although Xia’s
work does not include much discussion of US and UK arms sales to China it has been

an important influence on this writer’s thesis.

4) Anglo-American relations and China during the Cold War
Works by key scholars of the Anglo-American ‘special relationship’ provide a basic
analysis structure for studying US-UK relations during the Cold War. For example, John
Dumbrell’s book, 4 Special Relationship: Anglo-American Relations in the Cold War

to Iraq, includes several case studies, such as the Suez Crisis, the Vietnam War, and the

39 Zhihua Shen and Yafeng Xia, Mao and the Sino—Soviet Partnership, 19451959 (Lexington Books, 2015).
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Gulf War but it does not mention arms sales to China. Dumbrell highlights the interplay
between common strategic interests, divergent foreign policy goals, economic rivalry,
and the domestic politics of the US and the UK. He argues that the ‘specialness’ was
primarily based on military and intelligence cooperation, but also drew on shared
culture, history, outlook, and habits of cooperation.** Another significant dimension in
Anglo-American relations highlighted by many historians is the ‘informality’ in the
relationship. For example, John Baylis has stressed that a key aspect of the ‘special’
defence partnership has been the preponderance of ‘gentlemen's agreements’, ‘secret
unwritten arrangements’, and ‘Memoranda of Understanding” (MOUs) instead of
formal arrangements or binding agreements. *> Nor has the strong competitive
dimension of the ‘special’ relationship been neglected by historians such as David
Reynolds, who has advanced the notion of ‘competitive cooperation’ in Anglo-

American relations.*

There is currently no monograph or thesis that focuses on Anglo-American relations
and arms sales to China in the Cold War, but Zhai Qiang and Victor Kaufman provide

two works about general Anglo-American-Chinese trilateral relations in the period.
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Zhai Qiang’s work in 1994, The Dragon, the Lion & the Eagle: Chinese-British-
American Relations, 1949-1958, is the first monograph discussing Chinese-British-
American relations in the Cold War period. The author does an excellent job of
reconstructing the debates among American and British policymakers on issues such as
Sino-Soviet relations, Tibet, the Korean War, the partition of Vietnam, and the two
Taiwan Strait crises. The author posits that the Korean War marked a turning point in
Anglo-American policies towards China, where divergences emerged. US policy
towards China swiftly shifted towards hostility, while the UK maintained a more

moderate stance. **

However, the treatment of China's policies is unsatisfactory. As a Chinese scholar, it is
puzzling that Zhai seems to have followed a Western-centric approach. His work does
not elucidate the policy process in China. He does not provide an explanatory
framework, nor does he describe the debates on China's foreign policy during this
period. He also fails to discuss the impact of the Hong Kong and Taiwan issues on Sino-
British relations, which were of considerable importance during these ten years. China
still appears as a passive recipient, an image that is no different from that of other
Anglo-American relations scholars when discussing China issues. Overall, this is not a
fully satisfactory work, although it does at least place China's role within the framework

of the Anglo-American special relationship.*

4 Qiang Zhai, The Dragon, the Lion & the Eagle: Chinese-British-American Relations, 1949-1958 (Kent, Ohio:
Kent State University Press, 1994).
% Ibid.
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Victor Kaufman's book, Confronting Communism: US and British Policies towards
China, pushed the Anglo-American-Chinese relations to the early 1970s. Kaufman's
study expands beyond just reviewing Anglo-American policy on China through the lens
of foreign policy elites in London and Washington. He includes the influences of
lawmakers, public sentiment, and business interests in both countries. His exploration
of the triangular relationship between the US, Britain, and the PRC from 1949-72
enriches our understanding of these countries' ties, incorporating economic and political
policies along with security issues. His work’s strength lies in its comprehensive
approach, rather than revealing new information. He also highlights the impact of the
Hong Kong issue and the Sino-Indian War on the three countries' relations. However,
his book falls short in addressing China's decision-making process and internal

politics.*

The American historian Jeffrey Engel has written about Anglo-American relations and
China in terms of competition in the field of aviation. He outlines that the US and UK
launched a series of competitive actions and countermeasures in aviation during the
early Cold War. The US tried to secure its hegemony in aviation, especially in the
military field, by refusing to provide advanced technology to competitors.*’ The British

conversely believed that well-publicised aircraft sales to the Soviet bloc or Chinese

%6 Victor S. Kaufman, Confionting Communism: US and British Policies towards China(Columbia: University of
Missouri Press, 2001).

47 Jeffrey A. Engel: The Anglo-American Fight for Aviation Supremacy (Cambridge, MA: Harvard University
Press, 2007).
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could open previously closed markets and catalyse the transformation of these
totalitarian regimes. Engel noted that the British chose to sell aeroplanes to China to
avoid direct economic competition with the US. The US was unwilling to export
technology to China, so the British could take advantage and control a potential future
market. The British negotiated with the US under COCOM. Although the British
successfully sold Vickers Viscount airliners to China in the 1960s, American diplomacy
limited British aviation sales because Washington made its Atlantic partner conform to
standard export criteria.*® Engel’s works are based on a wide range of primary and
secondary sources across the US and UK. The historian also invokes an interesting
perspective on technology and trade competition to review the Anglo-American

relationship in the early Cold War.

Alan Dobson has been a leading scholar of Anglo-American relations whose work has
especially focused on the economic dimension of the relationship. A series of his
monographs about Anglo-American competition in civil aviation support Engel’s
argument that the US utilised both political and economic tools to obtain advantages
over the UK in the aviation market.*® One of his earlier works, the Politics of the Anglo-
American Economic Special Relationship, 1940-1987, discusses how economic factors

have shaped the ‘special relationship’. While acknowledging the on-going economic

“8 Jeffrey A. Engel, ‘The Surly Bonds: American Cold War Constraints on British Aviation,” Enterprise & Society
6, n0.1(2005): 1-44.
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(Oxford: Oxford University Press, 1991); Franklin D. Roosevelt and Civil Aviation 1933-1945: Flying High,
Flying Free (New York: Palgrave Macmillan, 2011); 4 History of International Civil Aviation: From its Origins
through Transformative Evolution (London and New York: Routledge, 2017).
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competition between the US and the UK, the book emphasises the importance of
cooperation in their economic interactions and, especially, the influence of third
countries on the Anglo-American economic relationship. He explores the ways in
which both nations aimed to develop their economic interests globally, including in
Europe, the Middle East, and Latin America, and how their mutual desire to counter the
economic influence of the USSR and other adversaries shaped these cooperation and

efforts.>

Dobson has also written about Anglo-American relations and arms sales to China, using
both British and US primary sources. He argues that the USA wanted tighter controls
than the British thought were wise (at least insofar as their own export needs were
concerned), and that they hoped to moderate the American position by working with
their European counterparts to establish a common front. The main dilemma for British
foreign policy throughout the Cold War was not to jeopardise friendship with the US
and to secure British priorities when they were not incompatible with America's. >
Dobson argues that while British arms sales policy towards China was not a purely
economic activity, Britain was keener than the US on accruing business benefits than

promoting a strategic interest. The UK opposed the US embargo policy against China

and was more active in selling arms to China. Britain more carefully balanced the

50 Alan P Dobson, The Politics of the Anglo-American Economic Special Relationship, 1940-1987 (Brighton:
Wheatsheaf Books, New York: St. Martin's Press, 1988).

51 Alan P. Dobson, ‘When Strategic Foreign Policy Considerations Did Not Trump Economics: British Cold War
Policies on East-West Trade,” in John Fisher, Effie G H Pedaliu, and Richard A Smith (eds), The Foreign Office,
Commerce and British Foreign Policy in the Twentieth Century (London, United Kingdom: Palgrave Macmillan,
2016), 361-380, 366.
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strategic marginal benefits of trade embargoes with the business costs. Dobson’s book
chapter is a useful contribution to the examination of US and UK arms sales to China
as a case study in Anglo-American relations during the Cold War but it does not go into

much detail and it does not make use of the Chinese sources.

Gaps in the existing literature

In evaluating the existing body of work related to this subject, there appear to be several
noteworthy lacunae in the extant literature. Foremost among these gaps is the lack of
an in-depth focus on the objectives and outcomes of US arms sales policy towards
China during the final phase of the Cold War, especially in the Reagan period. While
there has been substantial analysis on US-Sino relations in the broader sense, the
specificity of the US's arms sales policy and the implications thereof have not been as
comprehensively addressed. This thesis thus provides an avenue for enriching our

understanding of this under-explored aspect of US foreign policy.

Another major gap in the literature pertains to the UK's arms sales policy towards China.
Despite the potential insights that could be gleaned from exploring this issue, it has not
been as fully examined as other facets of UK-China relations. Consequently, the current
thesis helps to bridge this gap by offering a thorough analysis of the distinct nature of
the British Government’s objectives, its decision-making processes, and its relationship

with China in the late Cold War period, especially during the Thatcher premiership.
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Moreover, the perspective of China’s Government towards arms sales from the US and
the UK has largely been overlooked. The existing literature tends to foreground the
strategic concerns of the US and UK, often neglecting to explore China's reactions and
the implications thereof. This thesis endeavours to fill this void by examining the
complexities and evolving nature of China's responses to these arms sales with detailed
reference to the available Chinese resources. Another point of contention lies in the
perceived success or failure of these nations in achieving their respective objectives
regarding the containment of Soviet power through these arms sales. The analysis of
this aspect in the current literature is relatively scant. The current thesis therefore also

addresses the question of how the Soviet leadership viewed Western arms sales to China.

Finally, while the individual roles of the US, the UK and China in the Sino-Western
arms trade of the late Cold War period have all been examined to a greater or lesser
extent, there has as yet been no attempt to analyse the arms sales issue as a detailed case
study in Anglo-American relations, using Chinese as well as US and British sources.
This is the main purpose of the current thesis which offers an analysis of this episode
in Cold War history, thereby paving the way for fresh insights and perspectives on the
complex dynamics of Anglo-American relations in the broader Cold War context. In
essence, while the existing literature has provided valuable insights into the complex
interplay of relations between these nations during the late Cold War era, this thesis
aims to address several important gaps in our knowledge and understanding of this

important topic.
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Chapter 2: US and British policies towards China, 1945-1969

Introduction

During World War II, the US supported China with significant arms against Japan. This
assistance continued into the renewal of the civil war between the KMT Government
and the Chinese Communist Party. The US supported the KMT until its surprising
collapse. Concurrently, the CCP aligned with the Soviet bloc, prompting a US

containment policy against China, as well as the USSR, which lasted 20 years.

US containment policy intensified under Eisenhower, employing comprehensive
measures against China, including trade embargos, political isolation, and military
threats. However, this policy eased in the 1960s due to changing international
dynamics. Meanwhile, the UK, sharing strategic interests with the US. to contain Soviet
expansion, prioritized economic relations with China over geopolitical concerns. This

focus on trade led to British opposition to the US embargo policy against China.

Despite divergent approaches to China, both the US and UK found ways to balance
their interests. The US showed a willingness to compromise on trade issues, while
Britain conceded on strategic matters. This dynamic encapsulated the priority of British
foreign policy, which sought flexibility within the containment structure while

maintaining economic ties with China.

The following analysis is divided into four sections. The first discusses the development
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and divergence of British and US policies on China from the end of the Second World
War to the Korean War. The second examines Anglo-American divergences during the
Eisenhower administration's policy against China. The third explores the US response
to the Sino-Soviet split in the 1960s and why it did not significantly impact US-China
relations. The final section investigates U.S influence on Sino-British relations during

the 1960s, demonstrating how US factors impacted their relationship.

US China policy after the Second World War

From the middle of the 19th century, US interests in China expanded. The US supported
China during the Second World War and participated in China's post-war
reconstruction. However, the Marshall Mission®? failed to mediate the CCP-KMT
dispute from 1945 to 1946. Despite receiving a large amount of aid from the United
States in economic and military matters, the Chiang Kai-Shek government not only
failed to eliminate the Chinese Communist Party but was defeated militarily so that

Kuomintang rule in mainland China was close to collapse by late 1948.%

At this juncture, the Americans and the British shared the understanding that they
needed to ‘hold their ground’ by maintaining a de facto relationship with the Chinese
Communists. This involved ‘keeping a foot in the door’ by preserving their consulates

and embassies in cities captured by the CCP. However, their expectations were not met.

52 The Marshall Mission, spearheaded by General George C. Marshall, was commissioned in December 1945 to
mediate the conflict between the Nationalists (Kuomintang) and the Communists in China immediately following
World War II. Marshall arrived in China in January 1946 and returned to the US in January 1947 which meant the
failure of the mediation.

%38 Qingmin Zhang, US policy decision on arms sales to Taiwan(Beijing: World Affairs Press, 2006), 44.
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On January 6, 1950, the Beijing government announced that, owing to military needs,
the barracks and facilities of Western countries in Beijing would be requisitioned within
seven days. The UK had hoped that their recognition of the new regime would result in
preferential treatment, allowing them to maintain their barracks in Beijing. On the same
afternoon, London expressed its diplomatic recognition of the PRC. In light of London's
recognition, the Chinese decided to postpone the requisition of the British barracks to
facilitate negotiation processes and to differentiate the UK from other countries like the
US. However, just like the barracks of the US, France, and the Netherlands which were
taken over by the Communist Party in early January 1950, the British barracks were

also taken over in April of the same year.>*

Both Washington and London aimed to prevent China from becoming a mere extension
of Soviet power, while trying to safeguard and recover as much as possible of their
interests in China. Therefore, US State Department officials argued that China's
immediate future was essentially unpredictable, and the Communist regime in China
was a secondary priority to the current US global security interests. The US should
prevent China from becoming a satellite state of the USSR. *® The State Department
officials also pointed out that there was a possibility that the USSR would, instead of
assisting China, plunder its resources: ‘As for the bulk of China proper, the Kremlin is

hardly likely to view it other than as a vast poorhouse, responsibility for which is to be

54 Chi-Kwan Mark, The Everyday Cold War, 27-29.
%5 Yafeng Xia, Negotiating with the Enemy, 18-19.
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avoided’. %

Based on this judgment, the US National Security Council (NSC) published NSC34/1
and NSC34/2 at the beginning of 1949, pointing out that the influence of the USSR in
China would increase in the future, so that the US should not continue aiding anti-
Communist forces but should maintain extensive contact with the CCP in China. The
US could aim to divide CCP and Soviet communists by taking advantage of their
political and economic contradictions and avoiding involvement in Chinese internal
politics. The US would pursue traditional American policies of ‘(1) friendship for the
Chinese people, (2) respect for the territorial independence and administrative integrity

of China and (3) advocacy of the Open Door.” >’

British China policy after the Second World War

Britain entered China as the first Western power in the mid-nineteenth century. The
Chinese resisted British imperialism and colonisation for a hundred years, from 1840
to the Second World War, inflicting heavy losses on the British empire. Britain retreated
from China during the Second World War but attempted to revive its interests when the
war ended. ®® On August 19, 1944, the British Foreign Office (FO) issued a
memorandum on its policy towards China, asserting that it was feasible and necessary

for Britain to return to China after the war. Britain was still a trading country, and China,

%6 FRUS/1948/Vol.9, Document-122, ‘Memorandum by the Policy Planning Staff: To Review and Define United
States Policy Toward China,” September 7, 1948.

57 FRUS/1949/Vol.9, Document-521, ‘Note by Souers to the Council’, February 28, 1949.

58 Zhai Qiang, Chinese-British-American Relations, 1949-1958, 33.
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one of the biggest potential markets in the world, would provide significant business
opportunities.® The FO claimed that Britain had legitimate political and strategic
interests because an unstable China would threaten to bring chaos to the British colonies
in Southeast Asia such as Burma and Malaysia. British political and strategic interests

were believed to depend on a friendly, stable and united China after the war.®

Based on this judgment, the main focus of the British government was to avoid a civil
war in the region. Some officials, such as G. F. Hudson, an Oxford China expert
working in the FO Research Department, and Sterndale Bennett, the head of Far Eastern
Department, believed that the only feasible path to peace was to compel the Nationalist
Government into talks with the CCP. On the other hand, James Sheeran and Peter Samir
argued that Britain should let the Chinese solve their own internal affairs, which
eventually became the British government's policy.®! Given the rivalry between the two
parties, the CCP invited Britain to participate in mediating the dispute, and the
Nationalist Government also expressed friendship to Britain several times before and
after Marshall's mediation. However, Britain maintained its non-intervention policy and
did not participate in US mediation. British Foreign Minister Ernest Bevin told the
British Ambassador to China, Horace James Seymour, to avoid any impression that

Britain supported US mediation.®?

59 British Documents on Foreign Affairs (BDFA), Part 111, Series E, Asia, Vol.7, F3928/120/10, ‘British
Rehabilitation in China, Foreign Office,” August 19, 1944, 428-429.

6 BDFA, Part III, Series E, Asia 1945, Vol.8, F4171/186/10, ‘“Memorandum on present China Situation and British
and American Policies in China,” 199.

61 Xiang Lanxin, Recasting the Imperial Far East: Britain and America in China, 1945-1950 (Armonk, NY:
Sharpe, 1995), 47-49.

62 BDFA, Part 1V, Series E, Asia 1946, Vol.1, F2588/25/10, Seymour to Bevin, February 16, 1946.
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The British government supported the US strategy of engaging with the new CCP
government. The FO opined that over time, nationalism would emerge as a stronger
force than Communism in China, so Chinese Communists would not want to see their
country become a satellite of Soviet Russia. Britain could drive a wedge into the Sino-
Soviet alliance by developing diplomatic and economic contact with Communist China.
The only hope of encouraging the emergence in China of a less anti-Western tendency,
the FO argued, was to give the new regime time to realise the necessity of Western help
in overcoming its economic difficulties and the natural incompatibility of Soviet

imperialism with Chinese national interests.®3

Anglo-American Divergence on Trade Embargoes to China after 1949

With the CCP's overwhelming victory in the Chinese civil war, Britain and the US
diverged on how to regard Communist China. Truman approved document NSC-41 on
March 3, 1950, which argued that economic measures were the most effective weapons
against the CCP, which could lead China to stand with the US. However, if economic
approaches failed to force China away from the USSR, the US government should
impose severe restrictions on China’s trade with Western allies and Japan. A system of
controls should be established on US exports to all of China. It should include ‘an
embargo on all exports to Communist China of items of direct military utility and

should be used to screen carefully exports to all China of a highly selected schedule of

83 Chi-Kwan Mark, The Everyday Cold War, 17.

52



important industrial, transportation and communications supplies and equipment based
on end-use’.%* From the end of 1949 to June 1950, the Truman administration, on the
basis of NSC 41/1 and NSC 41/2, discussed how the US should restrict exports to
China. NSC 41/1 suggested that the USSR, instead of China, was the priority for
containment, so the US should only limit military instead of civilian exports to China
where they threatened non-communist countries in Asia. NSC 41/2 suggested imposing
a stricter approach embargo on items toward China on both ‘1A’ and ‘1B’ lists.%® The
debate lasted for a time, but the Truman administration postponed the decision until the

Korean War.

Britain’s policy towards China was more friendly than that of the US, in order to
safeguard the position of Hong Kong. As early as the beginning of 1947, Maberley E.
Denning, the Assistant Undersecretary for Far East Affairs in the British Foreign Office,
suggested that a commercial foothold should be retained in China.®® With the defeat of
the KMT, the British Foreign Office adopted this proposal in a memorandum submitted
to the Cabinet on December 9, 1948. Bevin argued that if the CCP advanced south of

the Yangtze River, the defence of Hong Kong would be difficult to guarantee, so it was

64 FRUS/1949/Vol.9, Document-790, ‘NSC-41, US Policy Regarding Trade with China,” February 28, 1949.
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essential to maintain links with the Communist party.®” Britain also recognised the New
China. Oliver Franks, the British Ambassador to the US, submitted a memorandum to
the US State Department on January 11, 1949, saying that the British government
proposed to stay in China and would establish a de facto relationship with the CCP in
order to explore the possibility of continuing to trade with China.®® When consulting
with the US Secretary of State, Dean Acheson, about China policy in early September
1949, Bevin argued that Britain was not in a hurry to recognise Communist China, but

it had ‘big commercial interests in China’ and ‘had to keep an eye on Hong Kong.”®

The British government responded negatively when the US required it to implement
trade control towards China. For Britain, facing the threat of economic decline,
commercial considerations needed to lie alongside strategic priorities. There had to be
a much more careful balancing of the marginal strategic benefit from trade embargoes
compared with their commercial costs.’® The FO argued that in the long term, China
under a strong and efficient government could be a potential source of raw materials
and an export market for industrial goods. The Western world should cooperate with an
effective Chinese government to promote the country’s economic development for the
benefit of the Far East and wider world. The severance of existing commercial links
with China would run entirely counter to such an objective.”* Facing US pressure, the

British finally agreed that it would adopt the same level of trade controls on China as
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on the USSR and other eastern European countries - but it did not implement them. "

China, the Soviet Camp and the Korean War

Mao Zedong decided to join the Soviet camp before the US took effective actions to
draw China into the Western camp. Anastas Hovhannesi Mikoyan, Soviet Vice-Premier
of the Council of Ministers, visited Mao in Xibaipo, in March 1949 and they reached a
series of agreements on ideology, economic assistance and defence construction,
deflating any hope for US engagement with the CCP. Mao afterwards published an
article called ‘On the People's Democratic Dictatorship’ in People Daily on July 1 and
declared China’s policy to stand with the USSR. Mao’s alignment with the USSR did
not immediately change US China policy. The Truman administration aimed to curb the
expansion of the USSR and hoped to split the Sino-Soviet relationship rather than
contain China and the USSR at the same time. For example, on December 30, 1949,
the NSC pointed out that ‘it would be inappropriate for the United States to adopt a
posture more hostile, or policies harsher, towards a Communist China than towards the
USSR itself’.”® The US even displayed relative benevolence to China on the Taiwan
issue. Truman said on January 5, 1950, ‘Nor does it [America] have any intention of
utilising its Armed Forces to interfere in the present situation. The United States
Government will not pursue a course which will lead to involvement in the civil conflict

in China.’’*

2 AMDA/FO-371/75858, ‘Control of Hong Kong entrepot trade with China and North Korea: Control of strategic
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The US formed its containment policy toward China during the Korean War. When the
war broke out suddenly on June 25, 1950, US State Department policymakers quickly
explained that it was part of Moscow's plan for aggression and the beginning of a broad
Sino-Soviet offensive. On June 27, Truman issued the second presidential China Policy
Statement in a year. He claimed that once the Chinese took over Taiwan, it would
directly threaten the security of the Pacific region and US forces there. This statement
restarted US military assistance toward the KMT government after an 18 month pause,
and two months later, Truman ordered $1,434,500 in new military aid to Chiang's

regime.”

On October 1950 the PRC intervened in the Korean War after US and UN forces crossed
the 38th parallel and pursued the retreating North Korean forces towards the Yalu River,
which marked the border with China. Mao did not want North Korea to be defeated,
especially as this would weaken China’s strategic position.”® On January 12, 1951, the
Joint Staff proposed a report to punish China for joining the war. The main objectives
were: maintaining the security of the offshore defence line (Japan - Ryukyus -
Philippines); denying Formosa to the Communists; and supporting the South Koreans
as much and for as long as possible.”” Truman also ordered MacArthur to confront

China for as long as possible in Korea. The NSC approved Document 101/1, aiming to

5 FRUS/1950/Vol.6, Document-240, ‘Memorandum by Lay to the NSC,” August 3, 1950.
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break the Soviet grip on China and fostering an alternative Chinese regime to the CCP.
It stipulated maintaining Taiwan within the US orbit and preventing CCP-supported
Communist expansion in Asia. The US should prepare for a naval blockade and use
Chiang's army to counterattack the mainland to achieve these objectives. If necessary,

the US would directly attack mainland China.’®

Afterwards, the US Department of Commerce announced a comprehensive licensing
system for exports to China on December 3, 1950. Unlike the R procedure, this system
embargoed a/l items exported to China and its transit points including Macao and Hong
Kong.” On December 16, the US government announced that it would control all of
Communist China's assets under its jurisdiction and ban all US-registered ships from
docking in Chinese ports.®’ However, there were differing opinions within the Truman
administration on a total embargo toward China. Secretary of Commerce Sawyer
suggested that limited, as opposed to total, sanctions on China would make Western
European allies believe that the US would be unwilling to take military measures
against China or compel them to implement a trade control policy damaging their
economy.®! Acheson expected to restrict the limited sanctions even further to protect
allies' interests and allow them to join the US multilateral arrangement. Those materials
directly improving Chinese warfighting potential, including fuel products, arms and

equipment for arms production, would be embargoed for China, which would not
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impact Western European exporters.®? The Pentagon did not support the comprehensive
embargo either. The US would have to use the navy to blockade Chinese ports for the
policy, and this would have expanded the war by involving the Soviet navy docked in

Dalian.®®

Washington had to consider suspending full sanctions against China but hoped to
impose variable and selective trade control and economic sanctions under the auspices
of the United Nations and in cooperation with its allies. From the start of the war, the
US sought British help to implement an embargo. Britain reluctantly accepted the
economic sanctions imposed by the US on North Korea and China, but it still believed
that it was not necessary to characterise China as an aggressor nation. British Foreign
Secretary Ernest Bevin did not object to the US bombing of Chinese mainland airports,
adopting selective embargoes and maintaining PRC exclusion from the United Nations.
But he also argued that the US had gone too far and too fast. In particular, he worried
that the Americans were attempting to press the UN to act beyond its capabilities and
damage its credibility. Moreover, economic sanctions could lead to PRC attacks on

Hong Kong, and Britain could not afford this.

British Opposition to US Economic Sanctions on China
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On February 21, 1951, A. Gerald Meade, counsellor to the British embassy in
Washington, formally raised London's doubts about multilateral sanctions with the US
State Department. First, US expectations of support from all major countries were
‘unrealistic’. Second, China did not heavily rely on coastal exports, so the embargo's
effect would be limited. Finally, China could retaliate, thus expanding the war.®°
Additionally, the British believed that the US embargo policy had impaired Hong

Kong's economy, and the US needed to provide compensation for British losses.®®

Acheson was willing to compromise with the British on the Hong Kong issue and hoped
to eliminate disagreements, but some US officials opposed the concession. Sawyer, the
Secretary of Commerce, felt that the most critical question facing the US government
was how to maximise the effect of the embargo toward China instead of addressing
British interests in Hong Kong.®” The Department of Defence (DoD) also required
Acheson to abandon compromises with Britain and continue the current policy limiting
trade with Hong Kong. Marshall argued that the DoD could not accept ‘the proposition
suggested in the British Aide-Mémoire ... that the United States could be held
responsible to any substantial degree for the loss by its prevailing trade practices of, or
severe jeopardy to, Hong Kong.” According to archives available from the DoD, the
British statements on the influence of the US restrictions on trade with Hong Kong were

greatly exaggerated.®® Acheson compromised by announcing he would not relax trade
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controls over Hong Kong.

Still, the British expressed dissatisfaction with US attitudes and refused to cooperate
when discussing enlarging embargo measures toward China in the UN's Additional
Measures Council. The British government insisted that engaging with China instead
of conducting total economic war was a priority and opposed implementing any
political sanctions. The UK could only support a selective embargo on strategic items
if a truce agreement were not reached. Privately, British officials even complained that
US embargo policy irritated the Chinese to the point that Beijing opposed withdrawing
from the war in Korea.®® However, the US united the other major allies to press Britain
diplomatically, and the British accepted the US proposal for a thorough embargo in
May 1951. Britain also required a clear embargo list and a US guarantee that the limited

embargo would not end up as a total embargo, which Acheson accepted.*

The British government attempted to minimise the US embargo policy. It strongly
resisted the naval blockade and Gladwyn Jebb, the UK Ambassador to the United
Nations, hoped that Washington would promise not to implement a naval blockade

before Britain's approval.®

Britain shipped strategic items to mainland China and
Acheson believed that this would have adverse effects on the embargo.®? Britain also

continued to use Hong Kong as a transfer base to ship materials to mainland China. On

8 FRUS/1951/Vol.7, Document-279, Memorandum of conversation, April 11, 1951.
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September 18, Truman received a joint letter from the Secretary of Defense and the
Chairman of the Joint Chiefs of Staff (JCS), which noted that 500,000 tonnes of goods
were arriving in Hong Kong each month, of which 20 per cent stayed in Hong Kong,
40 per cent went to coastal China, and 40 per cent went directly from Hong Kong to

mainland China.%

The Establishment of a ‘China Committee’ under COCOM

Although its allies resented the embargo, the US successfully built a new multilateral
trade control system for China as an extension of COCOM - the Coordinating
Committee on Export Controls established by the US and its allies during the early Cold
War to implement an embargo against the USSR and the Eastern Bloc. From July 28 to
August 2 1952 the US, Britain, France, Canada and Japan held a meeting in Washington
that decided that Japan should join COCOM and a China Committee should be set up
as a branch of COCOM in Asia.®* The China Committee formed the Consolidated
China Special List of 295 items, including 25 items in International List (IL)/2, 63 in
IL/1,% and 207 items not belonging to COCOM trade control lists. This difference was
called the ‘Chinese differential’, and it meant that trade to China was actually stricter
than to the USSR and its Eastern European allies because the China Specia List

included more controlled items than the list for other Soviet camp countries.

9 FRUS/1952-1954/Vol.14, Document-52, Memorandum by the President to the Secretary of State, September 18,
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In this period, the divergence between the US and UK on China appeared and gradually
widened. Although the US could influence British policy, the British government could
still protect its economic interests by bargaining with the US or maintaining its own
course, but it was hard for the British to change US policy. Noticeably, their divergences
were mainly economic rather than strategic. On the one hand, the British were willing
to make concessions regarding their shared strategic interests, such as containing the
Soviet Bloc and joining the Korean War. Where British policy did not completely
coincide with US strategy, the latter would respect British choices as long as there was

no threat to its security interests.

Eisenhower’s ‘Domino theory’

On November 6, 1953, the Eisenhower Administration determined that in the wake of
the Korean War, the fundamental task of US Far East policy was to deal with an
assertive and hostile Communist China and the Sino-Soviet alliance. The US should
seek to reduce China's power and undermine Sino-Soviet relations without war.%® With
the increase of China’s international profile at the 1954 Geneva conference, Eisenhower
proposed the ‘Domino theory’ of Communist expansion in Indochina. The Eisenhower
administration explicitly prioritised the Chinese threat over the Soviet threat.
Eisenhower’s Secretary of State, John Foster Dulles, argued that Soviet Communism

did not aim to openly embark on armed offensives against the West but attempted to

% FRUS/1952/1954/Vol.14, Document-149, ‘NSC-166/1: US Policy Towards Communist China,” November 6,
1953.
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raise the burden of defence expenditure in the West to stimulate internal conflicts.%’
China was a more dangerous opponent than the USSR because it had over-confidence

in its power and was addicted to offensive operations like ‘Hitler’.%

The Eisenhower administration actively developed the conventional military forces of
non-Communist countries in Asia, which directly threatened China. Politically, it
established a regional anti-communist international organisation, the Southeast Asia
Treaty Organisation (SEATO), to isolate China. Economically, it attempted to maintain
a strict system of trade controls against China. That said, Britain sought to develop
Sino-British relations under US containment policy. In early 1954, William Denis
Allen, British Assistant Under Secretary of State for Foreign Affairs, defined the twin
objectives of Britain's China policy as ‘containment’ and seeking a ‘modus vivendi’.
On the one hand, Britain aimed to prevent the spread of Communism outside its present
confines and strengthen its colonial possessions. On the other, ‘we strive, so far as
circumstances permit, to establish something more like normal relations between China
and ourselves and between China and her neighbours in South East Asia and the

Pacific’.%

British Resistance to the ‘China Differential’

The British government was eager to explore the prospects for increasing bilateral trade

9 John Lewis Gaddis, Strategies of Containment, 137.
% Ibid. 144.
9 Chi-Kwan Mark, The Everyday Cold War, 45.
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with China. The FO and the established British China firms (as represented by the
Federation of British Industries and the China Association) wanted to regain the
initiative from the trade rivals that emerged from the 1952 Moscow International
Economic Conference. On the other side, under Zhou's direction, the Chinese vice-
minister for foreign trade, Lei Renmin, saw trade with Britain as a means to break the
US embargo on China and widen Anglo-American contradictions. In addition, the
British Foreign Secretary, and later Prime Minister, Anthony Eden and Zhou Enlai had
formed favourable impressions of each other at Geneva, becoming Cold War allies of a
kind. During negotiations, on June 17, 1954, the Chinese government exchanged

chargés d'affaires in London. 1%

The development of Sino-British relations encouraged the British government to
challenge US China embargo policy. On July 2, 1953, the US received the NSC 154/1
document, which pointed out that the Korean armistice!®* did not mean China would
terminate its Communist activities in Southeast Asia. The US should strengthen
cooperation with Western allies in imposing an embargo on China. It was worried that
once the Korean War ceased, trade between the West and China would seek to recover,
so that exerting pressure on allies was necessary to maintain trade control.%? The
British view was that the possibility of another total war would be minimal and

economic recovery should be the priority after the war. The retention of a strict wartime

100 Thid. 44, 54.
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embargo would not only escalate the tense relationship with China, but it would also be
ineffectual.!® In November 1953, Britain suggested curtailing the current trade control
list and reconsidering the export control list toward China, relaxing controls on

antibiotics.1%

The US government agreed only to relax the controls on the USSR and Eastern
European countries and firmly opposed the relaxation of export controls on China. At
the end of March 1954, the US, Britain and France held a meeting in London to discuss
trade policy. This adjustment eased controls on the USSR and Eastern countries, but the
trade control on China remained.® Britain believed that the embargo on China would
cause a Sino-British trade deficit.}’® However, the US attitude to abolishing the ‘China
differential’ gradually changed from firm opposition to a willingness to concede. Dulles
admitted that allied opposition to the ‘China differential’ carried with it ‘the prospect of
total disintegration of the multilateral control system.’ Therefore ‘to salvage this
system, we must accept a graduated reduction in China controls to a level which will
gain mutual agreement among countries participating in the Consultative Group.’ He
recommended beginning negotiations with Britain and other interested countries as
soon as possible, ‘with the aim of preserving the multilateral control system and,

through its orderly procedures, to maintain the controls over trade with China at the

103 Harry Harding, Sino-American Relations, 1945-55: A Joint Reassessment of a Critical Decade (Rowman &
Littlefield Publishers, 1989), 371.
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highest negotiable level but in no event below the level of the Soviet bloc controls’.2%’

British Use of ‘Exception Procedures’

In December 1955, the British government again negotiated with the US over the
‘China differential’. The British hoped to abolish the ‘differential’, but the US
government reacted coldly to this proposal. Therefore, Britain decided to use ‘exception
procedures’ to bypass restrictions and announced the sale of 60 agricultural tractors to
China on April 11, 1956. On April 26, 1956, the NSC decided that COCOM member
states could export to China the 81 items that the Committee for Foreign Economic
Policy had proposed be deregulated under ‘exception procedures’, and the US
government would not oppose. This was a prime example of an economic concession
by the US resulting from British pressure in an area where vital US strategic interests

were not considered to be at stake. 1%

The British government subsequently used ‘exception procedures’ to sell metals,
chemicals, and industrial equipment to China. The British Strategic Export Council
reported that ‘exception procedures’ would remove prohibited materials from the
embargo.'% However, the British were still dissatisfied with the situation. First, the
British received few orders from China.'® Second, the US always opposed ‘exception

procedures’ when the British adopted them. Finally, many British companies did not

107 FRUS/1955-1957/Vol.10, Dulles to Eisenhower, December 8, 1955, pp.275-276.
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have an accurate list of items that were subject to the ‘exception process’.}1!

The British government was therefore unwilling to rely on ‘exception procedures’ and
hoped to terminate the ‘China differential’ as soon as possible. In early 1957, it again
negotiated with the US and said that it would act unilaterally if the US did not abandon
the ‘China differential’.}*? The US again conceded, allowing some trade development
between other COCOM states and China, but it still expected the maintenance of
effective multilateral control on strategic items.*® It was difficult to reach an agreement
with the US government, so Britain officially abolished the China differential on May

27 — to which Washington expressed its disappointment.

These disputes between Britain and the US were focused on economic issues rather
than political divergences. Two days after the British abolished the ‘China differential’,
Harold Macmillan, who had replaced Eden as Prime Minister in January 1957, sent a
letter to Eisenhower to explain the action. ‘As you realise, the commercial interests of
our two countries in this are not at all alike. We live by exports and by exports alone ...
Of course, we shall stress that we mean to continue cooperating with you and our allies
in controlling trade with both the Soviet bloc and China in the interests of our mutual

security. I trust that this will be made clear also in the United States. There is no division

11 Jagdish P. Jain, China in World Politics, a study of Sino-British relations, 1949-1975 (New Delhi: Radiant
Publishers, 1976), 235.
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of view on this, and we shall emphasise this again. I agree that we must try to play down
this difference of view between us and do all we can to prevent the misconception that
we have different policies on strategic controls or on the great issues that lie beneath all

thlS »114

The Softening of Eisenhower’s Containment Policy towards China

With more Western countries abandoning the ‘China differential’, the multilateral trade
control system was close to collapse. The Eisenhower administration had no confidence
in the effectiveness of the embargo toward China. On December 31, 1957, a State
Department report argued that economic measures could not contain the Chinese threat
in the long run. If the US developed its relations with China, Western allies would be
satisfied, and a potential Sino-Soviet split could be widened further. At the very least,

Beijing's foreign policy could be redirected when the US adjusted its strict policy.!%®

US policy toward China gradually became less confrontational. The approval of NSC
5429/2 on August 20, 1954, marked the peak of US containment policy toward China
during the Cold War. It argued that the US should weaken Communist China even at
the risk of war. However, in the Taiwan Strait (or ‘off-shore island’) crisis between
September 1954 and April 1955, when the US was involved in a confrontation with

China over Quemoy, Matsu and other off-shore islands occupied by the KMT

114 FRUS/1955-1957/Vol.10, Document-174, Macmillan to Eisenhower, May 29, 1957.
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government based in Taiwan, Dulles and Eisenhower thought any war with China was
unwise, so the US submitted the issue to the United Nations instead of intervening
militarily. It also reached a mutual defence agreement with KMT for such a
compromise. 1 After the second Taiwan Strait Crisis in 1958 over the off-shore
islands, China began to insist on a ‘package’ solution: no relations with the United
States without a solution to the Taiwan issue. The US accepted that the Taiwan Strait

region would remain tense for the foreseeable future.!’

The Eisenhower administration essentially gave up on the idea of military intervention
over the Taiwan issue. On August 5, 1959, NSC 5906/1 recognised that ‘the initiation
by the United States of preventive war to reduce Soviet or Chinese Communist military
power is not an acceptable course either to the United States or its major allies’, so the
US must seek other means - namely, ‘psychological factors’. This ‘psychological
programme’ aimed to influence civilian and military leaders, especially those visiting
or being trained in the United States, to gain a better understanding and appreciation of
the values, motives and policies of the United States. For example, the State Department
contrasted the wealth of Hong Kong with the poverty of mainland China and aimed to
expose what it saw as the brutal rule of the CCP and to damage its reputation

worldwide. 8
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The Sino-Soviet Split and US responses

Even as Soviet assistance significantly improved Chinese industry and military power,
the alliance remained fragile. Chinese Cold War historian Zhihua Shen divided the
Sino-Soviet alliance into four periods from 1945 to 1969. The first five years were
preparation; the decade in the 1950s was friendly cooperation with a three years
honeymoon (1955-1957) period, and a period of divergence between 1958 and 1969.
He argues that the origin of the split was the Moscow meeting in 1957, after which
disputes were escalated by a series of events, including the Great Leap Forward, the
People's Commune movement, shelling Jinmen in the second Taiwan Strait Crisis,
Sino-Indian conflicts and Khrushchev's visit to the US.!!® These divergences on

national interests, ideology and foreign policy contributed to the split in 1969.

The CIA always overestimated the strength of the Sino-Soviet alliance. In November
1957, Mao Zedong said that the ‘East wind overwhelms the West wind’ at the meeting
of the Communist and Workers' Parties in Moscow and reiterated the famous thesis that
‘all reactionaries are paper tigers’. With these words he criticised Khrushchev's détente
with the US. In May 1958, the CIA assessed that these disagreements were unlikely to

damage the Sino-Soviet alliance. The report also believed that China would maintain a

119 Shen Zhihua and Li Danhui, ‘Structural unbalance: The deep cause of the split of Sino-Soviet Alliance,” Tansuo
yu Zhengming, 2012(10):3-11, 3. Note: The Great Leap Forward was a social and economic campaign by the
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strong alliance with the USSR and recognise Moscow as the leader of the Communist
world.?® Shortly after that, Mao ordered the shelling of Jinan Island without informing
Khrushchev beforehand, which provoked profound Soviet dissatisfaction. The CIA
concluded in February 1959 that ‘although the leap forward and commune programs
have caused some new frictions in Sino-Soviet relations, these frictions are highly
unlikely to threaten Sino-Soviet solidarity against the Western world.”*?! By the end of
July 1959, Mao Zedong had again challenged Moscow's dominant authority in the
socialist camp, opening an ideological debate over Khrushchev and the Chinese path to
Communism. However, another CIA report concluded that the Sino-Soviet alliance
would persist against the West. The USSR would remain leader of the alliance.
Although there were differences between China and the USSR, they had no choice but
to maintain the status quo. Both countries left room for each other to disagree rather

than weakening the alliance.!??

Khrushchev’s visit to America and meeting with Eisenhower at Camp David irritated
Beijing. China’s leaders believed that the so-called ‘Camp David spirit” was nothing
but a gift to the US whereby the Soviets betrayed China. After the visit, Khrushchev
took part in the 10™ anniversary celebrations of the foundation of the New China, and
he counselled Mao to give up his radicalism. Mao regarded that as ‘surrenderism’ that

would expose weakness to the US. In April 1960, in accusing Yugoslavia, China
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criticised the Soviet path to Communism and Soviet foreign policy since its 20th

National Congress, launching the prelude to the Sino-Soviet public debate.!?3

The public debate directly caused a withdrawal of Soviet experts from China in August
1960, and the conflict appeared in the open. This event was essentially the end of the
honeymoon period in Sino-Soviet relations, and the relationship was in decline after
that. The Eisenhower administration wrongly believed that cohesion in Sino-Soviet
relations would be stronger during the following five years, despite the conflict of
interests in Sino-Soviet relations, because US intelligence insisted that neither China

nor the USSR wanted their common interests to diverge to an irreparable extent.!?

John F. Kennedy’s ‘Flexible Response’ Policy and China

Before entering the White House, Kennedy had said that his China policy would be
more flexible, active and effective than Eisenhower's.?® The new administration
adjusted the Eisenhower administration’s estimates regarding the Sino-Soviet split. It
thought that a Sino-Soviet split was inevitable and that neither side would make
concessions to maintain the alliance. The USSR was concerned about its interests, so
as long as China relied on its assistance, it had no reason to seek an improvement in the

relationship.1?® On the Chinese side, radical nationalism could not give way to Soviet
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pressure.!?” A further deterioration of relations between the USSR and China would
provide the West with many opportunities to expand its influence and create favourable

conditions for confrontation throughout the world.?®

Kennedy’s China policy could be summarised as utilising the split and drawing China
out of the Soviet bloc by actively developing the US-Sino relationship. On October 26,
1961, the Policy Planning Council suggested relaxing the comprehensive embargo to
‘actively’ develop Sino-US relations, including gradually relaxing trade restrictions and
economic sanctions, enabling grain transfers and ending interference on Chinese
territory.}?® Specifically, Treasury Secretary C. Douglas Dillon suggested authorising
US oil companies to agree to fuel ships holding Communist China licenses that carried
food from Australia and Canada to China. Kennedy was interested in the proposal, but
he was also concerned that the action would present an opportunity for domestic
political opponents, so he told Dean Rusk, the Secretary of State, to explain that the
policy came at the request of the Canadian government instead of the US.*° In April
1962, Walt Rostow, the head of the State Department’s Policy Planning Committee,
advised the administration to focus on the Sino-Soviet split and suggested improving
Sino-US relations by opening communication channels and selling grain to China.

United States Under Secretary of State Chester Bowles agreed, noting that the grain
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crisis in China was an opportunity for the US to sound out Chinese attitudes, so the US
could sell some wheat without political conditions, which Kennedy accepted. 3!
Furthermore, Rusk argued that the US should convey a message to China that ‘we do
not expect or ask them (Australia, Canada and France) in present circumstances to

attach extraneous conditions to their supply of food grains to Communist China.” 132

Internal Opposition to Kennedy’s Policy Adjustment

However, with the further revelations of a split between China and the USSR, many
senior US officials thought relaxing the embargo was unnecessary. Edwin Martin, the
Assistant Secretary of State for US Economic Affairs, argued that the split between
China and the USSR had resulted from the strict long-term embargo policy. He
suggested that the Kennedy administration did not require any help from the CCP
against the USSR and China's economic difficulties would increase the tension between
Beijing and Moscow, which would be beneficial to the US.'* Deputy Under Secretary
of State for Political Affairs Ural Alexis Johnson strongly opposed a policy adjustment
because any tentative approach to the Chinese about grain would likely convince them
that their policy was paying off and that the US was being forced to react to the
pressures of its commercial grain interests. ** When Bowles met with Soviet

ambassador Dobrynin on October 13, the latter said that China could not be self-
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sufficient without Soviet fuel and wheat. He even suggested that the Soviets could press
China together with the US by ending the provision of Soviet fuel and US grain.**®
Frederick G. Dutton, the Presidential Special Assistant, argued that the White House
should unofficially reject any proposals trying to defuse Sino-US tensions because such
actions would be the first step toward a new China policy, which needed serious
consideration.®®® On the one hand, Kennedy appeared to be convinced by Dutton; but
on the other, he requested the Policy Planning Council (PPC) to thoroughly investigate

a new China policy.¥’

On June 22, 1962, the PPC submitted a ‘carrot and stick’ policy. It continued to argue
that the US should allow China to enjoy the benefits of trade with liberal democratic
countries. The connection would further damage the Sino-Soviet alliance. The new
policy made compromises to appease hawkish opposition. It said that the US should be
prepared to deter the CCP militarily in any arena.'® Additionally, it suggested that the
US should avoid pursuing détente too rashly or persuading others to do so, lest the
pressure on the Chinese government be mitigated. By maintaining and strengthening

the embargo, the US would retain a flexible and beneficial position.**®

China’s Nuclear Weapons and the End of ‘Flexible Response’
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From September 6, 1963, to July 14, 1964, Mao personally presided over the
publication of nine articles and criticised the Communist Party of USSR as a revisionist
party. The split suggested that Kennedy’s adjustment of China policy was unnecessary
because the current Sino-Soviet relations were in de facto disrepair, so the US did not
have to improve US-Sino relations.!*° The CIA estimated that the termination of Sino-
Soviet cooperation would affect China's economy enormously, which matched US
interests because China’s economic collapse would damage its image as a paragon

among undeveloped countries.!*!

Furthermore, the development of Chinese nuclear weapons in 1963 made Kennedy
extremely concerned. US intelligence agencies consistently warned that China would
successfully test a nuclear weapon by late 1964, yet the successful test on 16 October
1964 nonetheless shocked US officials. Afterwards, China successfully developed
strategic weapons such as medium-range ballistic missiles, guided missiles and long-
range ballistic missiles, and established strong Soviet-standard conventional forces with
more than a thousand fighter aircraft and hundreds of ships. Kennedy considered
uniting allies and even approaching the USSR to sanction China until it abandoned its

nuclear programme, which meant that he had given up on rapprochement with China.#?

Lyndon Johnson’s China Policy
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Avoiding Chinese involvement in the Vietnam War!*® was a critical issue for the
Johnson administration, and a China confrontation study group was established. First,
the military considered tough measures. To prepare for China's military intervention,
Earle Gilmore Wheeler, the JCS chief, proposed strengthening US military actions in
Southeast Asia, including striking north Vietnam and military bases on Chinese
territory. He added that the Johnson administration ‘must’ prepare for a further
escalation of the war. Cyrus Vance, the Deputy Secretary of State, and Llewellyn
Thompson, the US Ambassador to the Soviet Union, submitted a report to the group
that said supporters of escalation estimated the probability of Chinese military
intervention as high.** However, before the China study group reached an agreement,
Johnson grew impatient with Vietnam and was determined to escalate militarily because

he was not willing to be regarded as a “paper tiger’ by the Chinese.*

This led to US officials' concerns about a Sino-US conflict, so they turned to other, non-
military measures to de-escalate the rivalry between the two countries. An analysis, NIE
12-5-66, was submitted to the White House in early 1966, and decision-makers came
to two conclusions: first, China had recovered from a severe economic crisis in the last
five years and developed advanced weapons; second, the Vietnam War had not placed

an economic burden on China, but escalation would impact China's economy
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significantly. Therefore, economic sanctions would slow the pace of PRC nuclear
weapon development, weaken assistance to Hanoi and force China to focus on its own

economic difficulties.*®

The Johnson administration nevertheless considered more flexibility in its China policy,
aiming to mitigate US rivalry with China in Southeast Asia. In June 1966, a special
study group organised by DoD completed a ‘long-range study’ that proposed making
friendly signs and relaxing sanctions such as establishing unofficial contact on culture,
education, and exhibitions.*’ James Thomson, the China specialist on the staff of the
National Security Council, explained the policy’s rationale. In the short term, the US
could change a previously rigid and defensive posture toward China and demonstrate a
welcome degree of confidence and flexibility to allies. In the longer term, the US could
communicate a new and supportive message to elements within mainland China

pushing for policies of pragmatism and accommodation with the outside world.!4

National Security Advisor McGeorge Bundy even suggested permitting US companies'
overseas branches to trade non-strategic items with China and allowing China to use
US dollars in its trade with third countries. Beijing was concerned about its weak
economy in the wake of the cultural revolution. US relaxation would soften Beijing's

antagonistic attitudes.'*® Secretary of State Dean Rusk was reluctant to accept Bundy's

146 FRUS/1964-1968/Vo0l.30, Document-118, ‘Communist China's Economic Prospects,” January 13, 1966.
147 FRUS/1964-1968/Vol.30, Document-161, ‘Communist China: Long Range Study,” June[undated] 1966.
148 FRUS/1964-1968/Vol.30, Document-173, Memorandum from Thomson to Rostow, August 4, 1966.

149 FRUS/1964-1968/Vol.30, Document-250, Memorandum from Bundy to Rusk, March 29, 1967.
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recommendations, so a debate on the issue within the State Department lasted for nearly
a year. On February 22, 1968, Rusk agreed to a minimal relaxation, including (1)
relaxing the trade control between US overseas subsidiary corporations and China; (2)
cancelling some regulations on ports; (3) cancelling some regulations on travel to
China; and (4) considering changing the license system for exporting agricultural

products.

However, the US’s attempts to revive the relationship with China encountered
resistance from both internal and external actors. Rusk opposed further steps to
establish a relationship, and some US Asian allies were against unilateral US détente
toward China.'® National Security Council senior staff Alfred Jenkins continually
pushed for relaxation. He argued that the US should reduce trade sanctions against
China to the level of those adopted against Communist countries in Europe.!®? By the
end of Johnson's tenure, Jenkins seemingly convinced Rusk, who proposed relaxing
trade controls and financial sanctions on China, but Johnson said he did not want to

introduce these policies in haste.!>

From Kennedy through Johnson, US policy towards China softened slightly. While
Kennedy initially pursued a more flexible approach towards China, his efforts were

thwarted by internal political pressures and China's nuclear weapon development.

150 FRUS/1964-1968/Vo1.30, Document-303, Rusk to Johnson, February 22, 1968.
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Although Johnson adhered to traditional US policy and initially avoided engagement
with China, the intensification of the Vietnam War and the persistent threat from China
forced a reconsideration. The growing disinterest among officials in the conventional
containment policy towards China shifted perspectives. However, engulfed in internal
debates, the Johnson administration ran out of time to substantially address the China

issue before the end of its term.

Sino-British Relations in the 1960s

Sino-British relations developed significantly during the 1960s. Economically, trade
between China and Britain increased considerably. Following the split in Sino-Soviet
relations, trade volume between the two countries declined sharply. In the 1950s,
China's trade with the Soviet Union and Eastern bloc countries accounted for two-thirds
of China's total foreign trade, but by the mid-1960s, it accounted for less than 20%.>*
In order to break its diplomatic isolation, China attempted to develop economic
relations with Britain. The British government also took measures to strengthen its
economic connections with China. By the end of 1964, China had ordered 500 Land
Rover vehicles at a cost of £840,000 and signed its first order in shipbuilding for two
15,000-ton freighters from Britain. Britain also sold six civil aircraft to China, valued
at £4.5 million for the sale of the aircraft together with spares & maintenance. The
British government believed it could maintain close ties between the two countries by

selling parts and providing maintenance services. 1>

154 AMDA/FO-371/187017, ‘Commercial relations: UK,’ April 4, 1966, 151.
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In 1964, trade between China and Britain reached $171.26m, a 33.4% rise from
$115.57m in 1963. This figure jumped to $258.61m in 1965, and $342.85m in 1966.
Despite political turmoil during the Cultural Revolution, trade remained robust, with
1969 and 1970 seeing totals of $403.47m and $489.51m, respectively. This growth was
not only due to increased Chinese exports, but also a surge in British exports to China,
reaching a record high of $385.62m in 1969. China's exports to Britain remained
between $100m and $130m during this six-year period. During 1965-1969, China's
overall foreign trade volume dipped from $4.245 billion to $4.029 billion, while Sino-
British trade steadily climbed. In 1969, this trade accounted for 10% of China's total,
with 16% of China's total imports coming from Britain. This made Britain China's third
largest trade partner after Japan and Hong Kong, and its largest European trading

partner.1°®

British Challenges to US Trade Control to China

US trade control policy left the British government led by Harold Macmillan
dissatisfied, and economic interests pushed Britain to avoid trade controls. On February
27, 1962, British and US representatives held meetings in Washington on East-West
trade controls, focusing on the interpretation of the COCOM embargo standards. The
British proposed three principles regarding the embargo’s standards, and hoped to

reduce the scope of the embargo in the International List 1 by at least 50% by using

156 Wang Hongxu, Sino-British Relations Since the 1970s (Harbin: Heilongjiang JiaoYu Publisher, 1996), 81.
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these principles. First, the British believed that the common pattern of use of a product,
rather than any alleged use in the Soviet bloc, should determine whether it was to be
regarded principally as a military instrument. No particular type of equipment should

be embargoed merely because its use in the bloc was mainly military.

The second principle the British advanced was that the importance of an item should
be taken into account when evaluating it against the criteria. What mattered was the
current significance of an item to waging war or producing military equipment.
Equipment control should be relaxed when such equipment had been in normal
commercial use for so long that any ‘know-how’ could be considered common
knowledge. Third, the British believed that many items, especially in electronics,
became less important strategically as their commercial uses grew. Any embargo would
lose its meaning after a certain period (i.e. four years), depending on the type of
equipment. The US agreed with the second and third provisions but not the first. This
debate revealed that Britain had different opinions from the US on the standard of

military equipment.t®’

The Viscount Aircraft Deal, 1961

One of the most important trade deals was Britain’s sale of Vickers Viscount aircraft to

China in 1961. The sale was not merely a commercial issue between Britain and China

but carried political implications for Anglo-American relations. 1®® The Viscount

157 FRUS/1961-1963/Vol.4, Document-307, ‘US-UK Hold East-West Trade Talks,” February 27, 1962.
158 Engel, Cold War at 30,000 Feet, 216-51; Kaufman, Confionting Communism, 156-59.

82



contained weather radar and communications equipment subject to strategic controls.
The FO officials said that while the Chinese might want to purchase the Viscounts for
commercial reasons, the timing of the request was clearly political. Although the
Viscount sale was not necessarily connected directly to discussion of China's seat in the
United Nations, it could cause difficulties for Anglo-American relations generally.
Thus, London decided that Washington should not be informed of the Viscount sale’

until the status of the Chinese offer became clearer’.*®®

However, by October 1961 the Kennedy administration had learned of the Viscount
negotiations. The State Department believed that a COCOM rejection of the British
application would not damage the UK’s economic, political or social circumstances so
seriously that the security considerations involved could be overridden. To the DoD,
Chinese Communist military capabilities would be enhanced if the embargoed
equipment could be obtained and copied. On November 8, Undersecretary of State
George Ball therefore decided that the US should not acquiesce to the British

application for an exception in the COCOM. 1%

Even so, on November 17, Macmillan’s Cabinet authorized the sale of Viscounts to
China without obtaining American approval. On December 1, after four months of
tough negotiations, Vickers representatives and the Chinese signed a contract worth

£4.5 million for the delivery of six Viscounts over a period of eighteen months. In

159 FO-371/158424, Record of meeting, August 16, 1961.
160 Mark, The Everyday Cold War, 65.
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assessing the significance of the Viscount deal, Michael Stewart, Charge d’ Affaires in
Beijing, argued that this was the first time that Britain had secured a contract that
committed China for some years ahead to a degree of technical and financial
dependence on the UK, and the first time that Beijing had made a discernible switch
from Soviet to UK sources of supply in a vital purchasing sector. From the British point

of the view the Viscount deal was therefore a great success.

Continuing Anglo-American Debates over Trade Controls in the 1960s

The fundamental reason behind the divergence between the British and US
governments was that Britain needed trade with China more than the US did. On June
24, 1962, the two sides held a meeting on the China issue in London. Macmillan said
that he simply could not understand US-China policy. The US still did not recognise
the legitimacy of the PRC, but Britain and China were developing good trading
relations. Britain was an island country, and its economy relied on trade.®? The British
government realised that many countries such as France, West Germany, Japan and
Sweden were actively developing trade with China, and it could not agree to impose
stricter controls on China. If Britain imposed an embargo, China would still import
these items from other Western countries, and British economic interests would be
sacrificed for no strategic gain.’®® In March 1964, in response to a US request for a

stricter trade embargo against China, the British government argued that the previous

161 Tbid. 66.

162 FRUS/1961-1963/Vol.22, Memorandum of Conversation, June 24, 1962.
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strict embargo was the result of the Korean War, but there had been no need for a
comprehensive embargo since at least 1958. China had acquired nuclear weapons, so

the effect of the military embargo was negligible.%*

In general, the US government hindered British exports to China in three ways. First, it
prevented US subsidiaries from exporting to China; second, it strictly restricted the
transfer of items made in the US to China; and finally, it refused to license items
exported to China. British manufacturers often complained about these problems,
although they did not seriously hamper British exports to China because, except in a
very few cases, all commodities could be de-Americanized. The UK also needed to
weigh the disadvantages of competing with the US.1®® But, as R.A. Butler, the Foreign
Secretary, noted, the British government would assess the US opposition to trade with
China on the basis of full consideration of its own national interest. If US opposition
exceeded a certain limit, Britain would take retaliatory measures, including reducing

exports to the US. 160

In the late 1960s, the Johnson administration had differences with its allies over the
export of products with advanced technology to the Communist countries. Britain
hoped to expand this market but the US believed that these items could be used for

military purposes and stricter trade controls were necessary. While promoting the

164 FO-371/175938, Commercial relations: UK,” March 24, 1964, 25.
165 AMDA/FO-371/186991, ‘Foreign policy,” January-April, 1966, 36.
166 FQ-371/175938, ‘Commercial relations: UK,” March 24, 1964, 25.
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growth of non-strategic commodity trade with Eastern Europe and the USSR, the
Johnson administration also pushed COCOM to accept ‘some form of China
differential’. The US emphasised the China threat and hoped to re-establish a complete
embargo against China. Considering the Sino-Soviet split, the US thought that the
possibility of exporting sensitive items from the Soviet bloc to China was reduced, so
it could thus ease controls toward the USSR and Eastern countries. Britain remained
opposed to the ‘China differential but it was hard to relax the controls under COCOM

owing to US opposition.t®’

Politically, China and Britain kept a stable relationship and solved certain diplomatic
problems. However, Chen Yi, the Chinese foreign minister, argued that US escalation
of the Vietnam War in 1965-66, created a new obstacle to diplomatic normalisation.
Beijing's propaganda machine fiercely attacked Britain for defending American
aggression in Vietnam. China linked Vietnam and Hong Kong by protesting against
British tolerance of the American use of the colony as a base of aggression against
North Vietnam. The Vietnam War made it impossible for UK-China political relations
to move forward. But Britain had not become the principal enemy of the PRC. China's
diplomatic protests and propaganda attacks regarding Britain and Hong Kong amounted
to a symbolic communication just to make its position known and to stress its stand on

other, more important issues.'®

167 FCO-21/96, ‘Economic affairs (external): Sino-British trade relations,” December 19, 1966, 192-194.
168 Mark, Everyday Cold War, 108-109.
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During the Cultural Revolution, the British chargé d’affaires office was burned by the
Red Guards in August 1966, but British ministers and diplomats managed to draw a
subtle distinction between the street-level violence of the Red Guards and China’s
largely cautious foreign policy at the international level. As Odd Arne Westad shrewdly
observes: ‘The PRC’s foreign policy in the mid-1960s was ... high on rhetoric but low
on action. [With the exception of Vietnam], China’s general direction during the Great
Proletarian Cultural Revolution was inward and away from engaging foreign
revolutions.” While condemning the Red Guards’ actions in Beijing and capitalising on
the London incidents, Mao and Zhou did not fundamentally change China’s general

policy towards Britain and Hong Kong.'®°

The British Labour government (1964-1970) led by Harold Wilson addressed the Red
Guard incidents by limiting the movement of Chinese diplomats and Xinhua Agency
journalists in London, while maintaining a stance of positive engagement. British
decision-makers evaluated and dismissed various policy alternatives such as expelling
Chinese diplomats or severing diplomatic ties, deeming them counterproductive to the
long-term strategic goal of integrating China into the global community and the
immediate objective of protecting Hong Kong and British citizens in mainland China.
They made a pragmatic assessment of the events within the broader context of China's

internal power struggle and its primarily non-interfering diplomatic approach. For

169 Westad, Global Cold War, 182; The Cultural Revolution (1966-1976) in China was a socio-political movement
initiated by Chairman Mao Zedong to enforce communism by removing capitalist and traditional elements from
society.
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Wilson, and British diplomats, engagement or dialogue with China was deemed the

optimal approach to reinstating a degree of normality in UK-China relations.1"

Conclusions

During the early Cold War period, the British and US governments frequently disagreed
on China. However, both nations made compromises to preserve their partnership. The
US initially pursued a rigid containment policy towards China, peaking under
Eisenhower, but this slowly softened in the 1960s. Despite occasional differences,
Britain stood by the US during pivotal events such as the Korean War and the Taiwan
Strait crises, and — somewhat reluctantly - supported US policy in Vietnam, indicating
a shared commitment to containing Communism. Nevertheless, Britain's containment
stance was moderated by its interests in Hong Kong and trade relations with China.
Therefore, it often contested US trade control policies. The US expressed discontent
towards Britain for selling strategic items to China but did not impose restrictions on
these activities. Such mutual concessions allowed both countries to balance their China

interests without losing face.

The US was less troubled by the PRC's growing economic power and more by its
increasing political influence. Despite China's advancements in nuclear capabilities
since 1964, the US did not perceive China as posing a direct territorial threat. Instead,

it was primarily concerned about Southeast Asia, believing a loss there would

170 Mark, Everyday Cold War, 133-134.
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compromise the West. This apprehension underpinned US policies in the Pacific and

determined its reactions to potential increases in China's political clout.
p p

By the 1960s, the US had several reasons to reconsider its containment policy towards
China. First, the attempted containment over the past two decades had enjoyed limited
success. Despite the Sino-Soviet split, China had developed a formidable army, nuclear
weapons, and had enhanced its reputation amongst developing countries. Furthermore,
US domestic politics, under the Kennedy and Johnson administrations, demanded a

change in the rigid containment policy.

Above all, the late 1960s marked a significant shift in the international political
landscape compared to the 1950s. The Sino-Soviet alliance had disintegrated, and
China saw the USSR as a threat, not a partner. The ending of Soviet assistance disrupted
China's military development, prompting it to seek closer ties with the West.
Additionally, US allies, like Britain, France, and West Germany, had improved relations
with China. These nations, especially Britain, started pressing the US to amend its

policies towards China.
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Chapter 3: From Nixon to Carter: US arms sales policy towards China, 1969-1981

Introduction

Developing Sino-US relations, splitting the Sino-Soviet alliance, and using China to
contain the USSR had all been discussed in the White House before 1969. But military
conflicts on the Sino-Soviet border in 1969 marked a radical split between China and
the USSR and brought into play the ‘strategic triangle’ between China, the USSR and
the US. To Richard Nixon and Henry Kissinger, the split gave the US a chance to engage
with China and weaken the USSR. A secure relationship with China would be
advantageous in the long term, so the Nixon administration believed that the US should
remain officially neutral in the conflict but support China to some extent. The Carter
administration also debated the issue of relations with China following the Sino-Soviet
split, especially between Secretary of State Cyrus Vance and the National Security
Adviser Zbigniew Brzezinski. Carter officially initiated arms sales to China in 1980 as

a response to the Soviet invasion of Afghanistan.

This chapter focuses on US arms sales policy towards China, the development of
China’s foreign policy and arms import policy, and the interactions of US and Chinese
policies. It begins with the split in the Sino-Soviet alliance in 1969, and then analyses
the policies of the Nixon and Carter administrations in taking advantage of the Sino-
Soviet split. First, it examines the strategic triangle between the USSR, China and the

US in the early 1970s and initial military cooperation between the US and China. It
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then analyses the failure of this cooperation owing to distrust between China and US.
The chapter then explains the process whereby China established its arms import policy
under the Hua Guofeng/Deng Xiaoping dual-centre structure, and how the policy was
impacted by ‘Leap Outward’. Next, the chapter examines the different opinions on arms
sales policy amongst US decision-makers during the Carter period. The Carter
administration established its arms sales policy on a step-by-step basis in the
communication with Beijing. The Soviet invasion of Afghanistan in December 1979
made Carter determined to sell arms to China, and the two countries made significant

progress to this end in the last year of Carter’s presidency.

Sino-Soviet clashes in 1969

Since 1968, Chinese and Soviet border patrols frequently clashed, with exchanges of
fire. On March 2, 1969, combat occurred between the Chinese and Soviet border patrols
in Zhenbao island on the Ussuri River, the border between Northeast China and Eastern
Siberia. In the days that followed, the incident escalated into wider skirmishes. The
Soviet border force employed more than 50 armoured vehicles and tanks, 110 soldiers
and 36 aircraft (though no bombs were dropped); it fired 10,000 shells. The front line
of the artillery attack was 10 kilometres wide and 7 kilometres deep. In the fiercest
battle on March 15, Mao Zedong warned that China must prepare for war: ‘Now we are

facing a powerful enemy, and we must mobilise and prepare’.1’!

11 Li Danhui, ‘The Sino-Soviet border conflict of 1969: origins and consequences,” Dangdai Zhongguoshi Yanjiu,
n0.3:48 (1994).
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A few days later, Leonid Brezhnev and Alexei Kosygin, Chairmen of the Soviet Council
of Ministers, sought talks with Mao Zedong and Zhou Enlai, and Kosygin proposed
restraint to minimise the tension. The Chinese responded coldly, so the Soviets planned
a retaliation on the Sino-Soviet border in Xinjiang. A battle took place on August 13,
1969, when, after a series of military reconnaissance efforts, the Soviet army dispatched
more than 300 soldiers to its border, adjacent to the Terekty area of Yumin County,
Xinjiang, China. When the Chinese border squadron entered the area, the Soviet army
crossed the border and launched a surprise attack, supported by two helicopters and
dozens of armoured vehicles. Four hours later, the Chinese patrol squadron was

completely wiped out."

Four generals and a shift in China’s foreign policy

The Sino-Soviet split did not occur overnight. Growing disputes over ideology,
divergent policies towards the US, competition in the ‘Third World’ and border conflicts
caused the two sharp military conflicts in 1969. However, most scholars agree that the
border clashes greatly influenced the changing shape of the 'strategic triangle' between
the US, the USSR, and the PRC.1" On February 19, 1969, Mao ordered four generals
- Chen Yi, Ye Jianying, Nie Rongzhen and Xu Xiangqian - to discuss the international

situation as he thought that ‘some international affairs are strange’.1’

172 This conflict was called the Terekty incident, August 1969 — see page 5 above.
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The four generals agreed that Soviet threats to Chinese national security had gradually
surpassed those posed by the US. On July 11 1969, in a report titled ‘initial estimates
of the war situation', the quartet advanced four views. Firstly, the conflicts between the
two superpowers had not been mitigated but had escalated. ‘Confrontation [between
superpowers| was common and acute'. Secondly, it was impossible that the US and
USSR would begin a war against China together or individually in the future but they
would consistently pose a military threat to China. Thirdly, both were incapable of
provoking world war, and confrontation between them would focus on Europe and the
Middle East. Soviet threats surpassed US threats, but it too would not start a total war.
The troops' move toward the east did not mean a changed strategic focus. The US

opposed any Sino-Soviet war, and it would not allow self-willed Soviet expansion.t’®

Furthermore, the four generals suggested that China needed to achieve rapprochement
with the US. On March 19, the four generals suggested easing Sino-US relations and
restarting Sino-US talks.!’® Although Mao still had suspicions about the US, Zhou's
comments - 'no limitations in thinking' and 'closely noticing the changing of the
international configuration' - implicitly encouraged the generals to investigate the

possibility of a Sino-US rapprochement.!’’ Ye Jianying compared the US, the USSR

Party Literature Press, 2013), 230.
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and China with the 'three kingdoms' period in Chinese history, and suggested allying

with the US against the USSR.1"8

After the Terekty incident, Beijing greatly improved its assessment of the Soviet threat.
A task force studying foreign policy under the Chinese Military Commission expressed
concerns about a Soviet invasion. In a report submitted to the Chinese government, they
argued that the USSR was accelerating its war preparations. Soviet leaders were ‘a
bunch of reckless adventurers’, and they could do 'any stupid or bad thing', so 'the
danger of war coming early is possible'. After receiving this report, Mao instructed war
preparations and the evacuation of top leaders to other cities in case of Soviet nuclear

strikes.”®

On September 17 1969, a month after the clash at Terekty, the group of four Chinese
generals submitted another report, 'views on the current situation'. Chen Yi proposed to
Mao that it was necessary to open up Sino-US relations by taking advantage of Soviet-
US divergences. He also presented some suggestions to Zhou Enlai. First, that the Sino-
US talks in Warsaw that had been held on and off since the Taiwan Strait crisis in 1958
should be resumed, and that China should take the initiative to renew the proposal to
hold Sino-US ministerial-level or higher-level talks to negotiate and resolve any

fundamental and related issues between China and the US. China should not propose

178 Junshi Kexueyuan, Ye Jianying’s Chronology (Beijing: Central Party Literature Press, 2007), pp.982-983.
17 Deng Lifeng et al., eds, History of the Chinese People's Liberation Army Volume VI] (Beijing: Junshi Kexue
Publisher, 2011), 105.
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conditions in advance such as solving the Taiwan issue. He also said that holding the
talks in the Chinese Embassy was necessary for secrecy. It is difficult to measure
directly to what extent Mao accepted these suggestions as the relevant archives are still
classified, but he approved the Warsaw talks on January 20, 1970, which proved to be

an ‘icebreaker’ event. 18

Initial US Triangle Strategy

The US took the initiative to contact the PRC under the Nixon administration after the
Chinese leadership had reached their consensus. In the early 1960s, the US initially
considered achieving a rapprochement with the PRC, but both Kennedy and Johnson
had failed to achieve this, leaving the task to Nixon. Henry Kissinger, Nixon’s National
Security Adviser, sought ‘equilibrium power', a system in which the predominant
powers each had a stake in international stability so that none would try to dominate,
or overthrow the system. It was simplistic, therefore, to continue thinking of the balance
of power as a ‘zero sum game,’ in which ‘gains’ for one side invariably meant ‘losses’
for the other. What might appear as a loss in one area— the stalemate in Vietnam, for
example, or the Soviet attainment of strategic parity—could be compensated for by
gains in other areas—an opening to China, or a negotiated settlement on arms control.
It was the overall calculus of power that was important, not the defeats or victories that

might take place in isolated theatres of competition. Kissinger believed that a strategic

180 Chen Xiaolu, ‘Chen Yi and China Diplomacy,” from Foundation for International and Strategic Studies, Global
Warm and Cold: The International Strategic Thinking of a Generation of Leaders (Beijing: Central Party
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triangle along these lines amongst the US, the USSR and the PRC could improve the

US situation in the Cold War.18!

Before entering the White House, Nixon's article in Foreign Affairs in October 1967
expressed the complexity of his China policy. He wrote, ‘dealing with Red China is
something like trying to cope with the more explosive ghetto elements in our own
country’. Nevertheless, before Beijing had a ‘deliverable nuclear capability’, the world
would have to find ways to bring this 'outlaw force' within the law, to open a dialogue,
and to restrain aggression.®? These words revealed that Nixon regarded the PRC as an

aggressive nation, but he also hoped to bring it within international society.

In February 1969, the newly-elected President Nixon requested a study on US policy
towards China, and the subsequent responses by officials remained within US
conventional thinking on China issues. The CIA argued, ‘there is little prospect for
change in China's attitudes and policies regarding the US.’18% Although most members
in the senior review group agreed with the desirability of a less tense US policy towards
China, Kissinger stated that ‘a China that was heavily engaged throughout the world
could be very difficult and a dislocating factor. Why is bringing China into the world

community inevitably in our interest?’!3* The US government even announced a new
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Anti-Ballistic System on February 14, focused on the 'China threat'. The Pentagon
believed the system could intercept China's new generation of strategic weapons. It
would decrease American casualties by around seven million if the US suffered Chinese
nuclear attacks.'® The policy made Mao think Nixon was ‘actually engaging in military
expansion’. 18 Kissinger later acknowledged that ‘all ideas about rapprochement,
whatever their rationale, it has to be said, were little more than nebulous theories when

the new Administration came into office.’®’

Nixon’s Pursuit of Sino-US Rapprochement

The US had little ability to influence Chinese policy, so Nixon and Kissinger were
concerned that the idea of a rapprochement was only wishful thinking. The key to
achieving their plan was understanding Chinese attitudes. In his visit to Paris on March
1, 1969, Nixon told the French president Charles de Gaulle that it was necessary to
develop a relationship with China in the long term.'® After the Zhenbao island clash,
Nixon discussed his aim to improve the Sino-US relationship with de Gaulle. In early
May, the latter ordered Etienne Manach, the French ambassador to China, to transfer
Nixon's messages to Chinese leaders. No archives showed whether the French did so
but if they did it might have influenced the Chinese military quartet's research and

decision making.'8°
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The USSR was alert to the possibility of a rapprochement in Sino-US relations, and it
pressed the US on the issue. On June 24, 1969, Alexander Haig sent Kissinger a very
important document from the CIA, which detailed Soviet concerns over the possibility
of improved relations between the United States and PRC. Haig wrote, ‘the report,
together with others we have picked up, simply confirms that a concerted effort on our
part to at least threatening efforts at rapprochement with China would be of the greatest

concern to the Soviets’.*%°

The strong Soviet response made the Nixon administration more determined to develop
Sino-US relations. Kissinger believed the conflicts between China and the USSR
revealed that Soviet leaders had become increasingly focused on the China problem, so
the US should make more effort for a rapprochement with China. The US government
therefore declared on July 21 1969 that it was removing some trade restrictions on
China and relaxing the travel ban. Later, Nixon took advantage of a visit to Pakistan
and Romania to establish new communication channels with China. He told Yahya
Khan, the President of Pakistan, that China was a necessary player in Asian affairs and
that the US would not participate in any activities against it.}%! He also supported a
proposal for the US Senator Mike Mansfield to visit China. The latter sent a letter to

the Chinese through Prince Sihanouk of Cambodia, hoping to visit China and meet
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Zhou Enlai. Sihanouk transferred the letter to the Chinese ambassador and Zhou Enlai
received the request.! The National Security Council concluded that the evolution of
more moderate Chinese policies would offer the prospect of increased stability in East

Asia 1%

Sino-Soviet Conflict and US ‘Active Neutrality Policy’

The further Sino-Soviet clash in Terekty in August 1969 provoked a war scare in Beijing
and Washington. The Chinese Military Commission Task Force estimated that the Sino-
Soviet border clash could escalate to a full-scale war in the winter of 1969, and Mao
therefore planned to 'cope with a surprise attack from the USSR'.1** On August 28, the
Central Committee of the CCP ordered all units to prepare for war against aggression.®®
Mao estimated that the Chinese National Day holiday and the Sino-Soviet border
negotiation on October 20 could be dangerous, so he ordered the evacuation of senior
Chinese officials in Beijing. Mao himself immediately went to Wuhan after the Chinese
Politburo meeting on October 14. As for the US side, the National Security Council
believed that the Sino-Soviet relationship would be difficult to revive because the
USSR had shown a strong sense of seeking revenge and aggression. The US should

particularly consider Moscow's potential use of a pre-emptive nuclear strike against

China.'® On August 18, one of the officials of the Soviet embassy in Vietnam expressed

192 Ljterature Research Office of the CCP Central Committee, Zhou Enlai’s Chronology (Beijing: Central Party
Literature Press, 1998), p.312.
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the idea of attacking China's nuclear facilities to William Stillman, the US special
assistant in Vietnam - the first time that the USSR officially expressed this intention to

the US. ¥

The war scare accelerated the change in US policy. On September 25, Kissinger held a
Senior Review Group Meeting to discuss US policy toward China. He explained
Nixon's position, that the US would lean toward China while publicly pronouncing it
favoured neither. He supported the 'leaning toward China' policy because ‘it was more
logical to support the weaker against the stronger’, and ‘during hostilities, neutrality
would have the objective consequence of helping the USSR, and assistance to China
would probably not make any difference to the outcome’. In addition, if China lost in a
conflict with the USSR, Sino-Soviet differences could not be exploited, and the US
would be left with a passive policy. He also pointed out that China was adjusting its
foreign policy and giving signals for a rapprochement. In this regard, Kissinger wanted
to make the operation of the Soviet-China-US strategic triangle beneficial to the United
States. He believed that the US should not conspire with the USSR against China but

should respect and engage with China instead.!%®

In essence, the policy was one of ‘active neutrality’. The 'neutrality' required the US to
keep officially neutral in Sino-Soviet differences, but that the US should 'lean toward

China' in its relations with the two countries. Mutual hostility between the USSR and

197 FRUS/1969-1976/Vol.34, Document-63, Memorandum of Conversation, Washington, August 18, 1969.
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the PRC provided the US with opportunities for flexibility, so the key was to balance
the two powers. Any slight shift could aid this goal. On the one hand, it was impossible
to completely stand with the Chinese because the US still needed Soviet cooperation in
other fields involving strategic arms reduction and avoiding nuclear war. On the other
hand, the Chinese needed some assistance to deter Soviet threats. China was the weaker
power, and if the US hoped to press its interests, the current situation of a China hostile

to the USSR should be maintained.

The NSSM-63 report!® of October 1969 explained how the US utilised the strategic
triangle. ‘Each of the three powers wants to avoid collusion between the other two or
any dramatic expansion of the power of either adversary at the expense of that of the
other’, it said. Growing dissidence between the USSR and China reduced their policies
that were antagonistic to US interests. The US should pursue official 'neutrality' in the
Sino-Soviet split because, if it supported one side in the conflict too openly, the US
would be unable to gain advantages in relations with the other since both would fear
US support of the other. The most important objective was ‘pursuing US own long-term
interests towards both China and the USSR, without undue regard to the interpretation
either side might put on our actions. In implementing this policy, the US should attempt
to develop our relations with China, and simultaneously seek to negotiate with the

USSR on the important issues.”?%

199 NSSMss are National Security Council Memoranda requested by the President or National Security Adviser to
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In November 1969, the 'active neutrality' policy became a consensus within the Nixon
administration. In senior group meetings, officials in the State Department noted that it
left room ‘for movement in our relations with China’, but ‘military support was not
thinkable as US policy’.?%! There were still some different voices in the bureaucracy,
like that of William G. Hyland, a member of National Security Council, who argued
that ‘trying to be slightly sympathetic towards Peking’ could cause ‘a massive
overreaction from the USSR’ but little payback from the Chinese, but Kissinger ignored

such voices, replying with a dismissive ‘thanks’ 2%

The ‘active neutrality policy’ served US détente policy toward the USSR as well as the
aim of achieving a rapprochement with China. In Kissinger's mind, détente referred to
‘habits of mutual restraint, coexistence, and ultimately, cooperation. >203 T other words,
negotiating essential issues with the Soviets which would make them realise
cooperation with the US rather than confrontation benefitted them. The 'China card'
was a critical factor in this balance, convincing Moscow to believe that the possibility
of a Sino-US rapprochement was as significant as any actual steps towards that end.
Although reiterating that the Sino-US relationship did not target the USSR, Kissinger

recognised that these words were simply verbal tricks.?®* Therefore, the policy had two
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meanings in practice. Firstly, the US should develop the Sino-US relationship as a
means to push US-Soviet negotiations. Secondly, US-Soviet relations were more
important than relations with China, but the US must hide this fact when

communicating with the Chinese.

Sino-US Economic and Technological Relations

However, Chinese leaders were aware of these tricks and refused to be played by the
US. Mao approved Zhou Enlai's approach to the US for containing the USSR and
avoiding war but this move was based on expediency as the Chinese leader could not
suddenly change his traditional approach favouring revolution against the US.?% After
the US bombing campaign in Cambodia in 1969-70, Mao said, ‘US imperialism looks
like a behemoth, but it is a paper tiger, struggling to the death’. He also called upon ‘the
world's people uniting’ to ‘defeat the American aggressors and all their lackeys!’2% The
Chinese Politburo decided to postpone the Sino-US talks and declared in favour of
supporting international revolution against the US. Mao was satisfied with the decision
and instructed: ‘approved’.?%’

Kissinger's secret visit to China in 1971 and Nixon's visit in 1972 showed US
commitment, and Mao also hoped that the development of Sino-US relations would

contribute to escalation between the US and the USSR. A CCP politburo report for Mao
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Zedong argued that the development of Sino-US relations was ‘the result of fighting
with imperialists, revisionists and opposition factions’, which was also ‘the inevitable
trend of the domestic and foreign difficulties of the US Empire and the competition
between the US and the USSR for world hegemony’. A successful negotiation could
‘intensify the rivalry between the US and the USSR and enhance China's own strength’.
It could also expose the ‘US reactionary forces even more and raise people's
consciousness’. 2% After Nixon's visit and the declaration of the China-US joint
communique, the CCP announced that inviting Nixon to China was Mao's foreign

policy for ‘utilising contradictions, splitting the enemy, and strengthening ourselves’.?%

China and the US shared a common threat, the USSR, and temporarily stood together.
The Pentagon reported a significant increase in Moscow's Asian ground forces from
1965to 1972, to nearly 500,000 personnel. Air combat power grew fivefold, making up
25% of Soviet 'frontal aviation units'. The modernised Soviet Pacific Fleet extended
substantial force across the Pacific. These nuclear-equipped ships, stationed near the
Chinese border, possessed capabilities beyond what was needed to repel a Chinese
attack.?!? Kissinger emphasised in Beijing that China was not regarded as a threat to

the US and that there was scope to improve their relationship further.?!!
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Kissinger and Alexander Haig suggested the opening of Sino-US economic and
technological communications.?*? Secretary of State William Rogers said to Nixon that
it was the right time to ‘proceed with the remaining measures relaxing economic
controls against Communist China.’?*® In March 1971, Kissinger proposed a policy of
economic links and trade, requiring that trade controls with China should be relaxed,
to the same level as export controls on goods to the USSR and Eastern European
countries.?** Peter Peterson, assistant to the President for international economic affairs,
also sent a letter to Kissinger, saying that he fully supported the relaxation of the trade
ban and stressed that economic interest groups advocated exports to China, which

would help the President gain domestic political advantages.?!®

The US pursued economic cooperation with China to press the USSR amid stalled
negotiations on behalf of SALT (Strategic Arms Limitation Talks) and to demonstrate
the advancement of Sino-US relations. This move also appeased European and
Japanese allies discontented with the US embargo policy against China. The economic
approach was low-cost compared to security promises and could be easily withdrawn

if Sino-US relations did not progress as intended, minimizing potential loss.

However, the Chinese government had a qualified opinion on the issue and expected to
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implement and deepen the cooperation through mutual agencies. It clarified that ‘trade
could be expected to grow only slowly and hinted that the growth rate would be
determined politically’.?*® The Department of Commerce warned that ‘we should not
let US business become convinced that there is a great market where none exists, at

least over the next 3-5 years’. 2%/

The same considerations also existed with regard to US technology transfer policy,
which was cautiously but steadily promoted while the US attempted to avoid any
impression that such transfers had political meaning. Before Nixon's visit, China asked
to upgrade its temporary earth satellite station to permanent status and to construct an
additional satellite station. Kissinger approved the sale of equipment already in the PRC
and deferred a decision on the other equipment, stating that these should be considered
anew on their own merits. He concluded, ‘we should reject any effort to interpret the
US sale of the RCA satellite earth station and related equipment to the PRC as a basic

change in the US policy on the embargo of strategic communications generally.” 218

The US was clearly determined to develop the Sino-US relationship. John Holdridge,
in the Office of Research and Analysis for East Asia, and the Pacific Director, reported

to Kissinger that the US could ‘avoid political problems’ by establishing two non-
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governmental and non-exclusive channels for scholarly communications.?°At the end
of March 1972, the NSC formulated a new policy to enhance technological exports to
China. It approved the sale of civil aircraft to China and the export of aviation
equipment. The NSC also adjusted COCOM policy towards China, which was moved
from the ‘Z’ level to the ‘Y’ level, the same as East European countries and the USSR.
China had reportedly made a firm offer to buy several Boeing 707 aircraft and was
negotiating other purchases from Lockheed. In February 1973, the NSC authorised
Boeing to export eight other inertial navigation systems for passenger aircraft to

China.?®

In the first two years after Kissinger's secret visit to China, the US successfully
implemented the ‘active neutrality’ policy. Nixon and Kissinger calculated that
promoting Sino-US trade and technology relations could be achieved without becoming
involved in political conflicts and they were very satisfied with the progress made in
US relations with China. In March 1973, following a further visit to China the previous
month, Kissinger wrote to Nixon: ‘The progression of our relationship in the past
twenty months is remarkable. I believe it is one of your most striking successes in
foreign policy. If we continue to handle it carefully, it should continue to pay dividends
in relaxing tensions in Asia, in furthering relations with Moscow, and generally in

building a structure of peace.’??
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Kissinger’s visit to China, February 1973

In fact, significant divergences between the US and China had appeared during the visit
to China in February 1973, which directly impeded further development, but Kissinger
did not realise the problem. During the visit, Zhou Enlai had asked Kissinger whether
the US thought the world was moving towards peace or war. He also pointed to
‘developments in Europe’, which made it seem as though the US ‘sought to push the ill
waters of the USSR eastward’, and that ‘we [the US] might be standing on Chinese
shoulders to reach out toward the USSR’. These words suggested that China thought
that the US ‘might favour a Sino-Soviet conflict, to bog down the USSR and weaken it
for our [US] attack.” Kissinger replied that the nature of the Soviet-US relationship
meant that the US had to pursue a more complicated policy than the PRC which could
oppose the USSR outright on a range of issues. He also emphasised that ‘on issues of
direct concern to Peking we would take Chinese interests into account, such as on the
Soviet initiative on a nuclear understanding, where we have been fighting a delaying
action ever since last spring.” But Mao and Zhou were not satisfied with Kissinger's
reply. They both argued that the US might be helping the USSR, ‘whether or not
purposely’. Kissinger was unhappy with the Chinese leaders' stubborn attitude. He
complained, ‘whereas we saw two possibilities, i.e., that the USSR would either pursue

a peaceful or a menacing course, the Chinese saw only the latter’.2??
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Although severe problems existed in Sino-US relations, Kissinger believed the trend
was ‘positive’. However, Mao had more expectations of Sino-US relations. In his mind,
the rapprochement should develop towards ‘uniting the US against the USSR’.
Ultimately, for China, the reason for the rapprochement with the US was to deal with
the Soviet threat instead of the establishment of a US-Soviet détente. On February 17,
1973, Mao made a proposal to Kissinger. He argued that in the past, China and the US
had been enemies, but now, they were friends, so China and the US should draw a line
from the US, Japan, China, Pakistan, and Iran to Turkey and Europe to contain the
USSR owing to increased Soviet threats to both Europe and Asia??®, Such a strategy
could be described as a ‘one-line’ policy, forming a united front against Soviet
expansion. Mao warned Kissinger that the US should resist the temptation to ‘draw the
water to the east,” a strategy harming both China and the US. He argued that the West
had encouraged Germany to attack Russia in the two world wars. ‘Are you now pushing
West Germany to make peace with Russia and then pushing Russia eastward? I doubt

that the West as a whole has such a policy.’??*

Mao's ‘one line’ strategy differed greatly from Nixon and Kissinger's ‘active neutrality’
policy. US policy aimed to maintain a strategic balance amongst the US, the USSR and
China to achieve détente with the Soviets, and ‘leaning to China’ was necessary to

secure it from Soviet threats. Mao's ‘one line’ policy aimed for a breakthrough in the
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balance in favour of China. He wanted a wide front against the Soviets instead of
détente. Essentially, both China and the US were pushing the other to take responsibility
for coping with the USSR. The US-Soviet negotiations made Mao feel angry and
betrayed. In June 1973, Leonid Brezhnev, the Soviet leader, visited Washington and
signed thirteen agreements with the US about preventing nuclear proliferation,
restricting strategic weapons and preventing nuclear war, which marked a new peak in

US-Soviet détente from the Chinese perspective.??

The Chinese Foreign Ministry published a report in its internal journal discussing the
Nixon-Brezhnev meeting, which argued that the US-Soviet meeting was ‘deceptive’
and showed ‘the atmosphere of the US and Soviet domination of the world’.??® The
report embarrassed Mao because he was pursuing the goal of dividing the US and the
USSR. The report contradicted his hopes for a ‘one line’ policy, so he ‘flew into a rage’
and attacked the Foreign Ministry because its argument was inconsistent with the
central government's.??’ Mao’s anger meant that he realised his policy was failing. US
and Soviet leaders had exchanged visits and signed a series of treaties that upset Mao.
From his interpretation of Kissinger's words during two years of visits to China from
1971 to 1973, he realised that the US had retreated from Vietnam and taken an
advantageous position in the US-Soviet-China strategic triangle. 28 He also felt

humiliated and angry when Kissinger told him that the US would not let the USSR
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attack China as he considered Kissinger's words were condescending.??

Failed Attempts at Military Cooperation

This slight against China's status led to the failure of initial attempts at Sino-US military
cooperation. Kissinger did not realise that his attitude had irritated Mao, when he
arrived in China for another visit in November 1973. He told Zhou Enlai that he had
ordered a secret investigation in Washington about providing ‘technical’ assistance to
China in a low-profile way because both sides hoped to avoid the appearance of official
military relations. This assistance aimed to ‘lessen the vulnerability of your forces and
how to increase the warning time’ in the event of a Soviet attack, and Kissinger repeated

that ‘it has to be done in such a way that it is very secret and not obvious’.2%

On November 13, Kissinger proposed detailed suggestions for cooperation if war broke
out. He said that the US could assist in two ways. Firstly, if the war continued, the US
would provide weapons and other services, and secondly, the US would use its early
warning system to assist China's immediate response. He explained that early warning
required an air defence system against bombers. Kissinger suggested a ‘hotline’
between Washington and Beijing to provide early warnings from the US satellite system.
If the USSR launched missiles, the warning would be transferred to Beijing within a

few minutes.?*! Zhou Enlai did not reject Kissinger's proposal and he reported it to Mao
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to make a decision. It is not clear whether Mao responded to this offer.?®? The day after,
Zhou and Kissinger agreed to discuss the issue again in the future, but the Chinese side

did not seek to discuss the offer further.?33

After Kissinger left China, Mao Zedong strongly opposed his proposal and criticised
Zhou Enlai for entertaining it.>** On November 17, he held a meeting with Zhou and
other staff in the Foreign Ministry, and said, ‘do not be fooled by the Americans. The
Americans took straws from China to save themselves. We should pay attention to US
actions; it is easy to act rashly when in the midst of a struggle, and it is easy to confuse
appeasement with rapprochement. In my opinion, it is not possible to engage in any
kind of military alliance with them [the US].” He also criticised the trend in Sino-US
economic relations, ‘Now [we are] doing too much business; [ approved it, so the culprit
is me. This time in collusion with the US, and the culprit is me as well.’?®® Furthermore,
the Politburo with Mao's approval held a series of meetings to criticise Zhou. It
concluded that Zhou's mistakes were ‘forgetting to avoid mistakes in seeking a
rapprochement’ and that ‘the fundamental reason was forgetting the Chairman's
guidance’, as Zhou had ‘overrated the enemy's power, and underrated the people's

power’. 23¢
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This political turmoil directly impacted Zhou Enlai's position in foreign policy
decision-making and prevented him from developing a defence relationship with the
US. Some writers have argued that Mao's decision was irrational, and that his prejudice
damaged Sino-US cooperation.?®” Indeed, Mao's ‘one line’ policy and the US ‘active
neutrality’ policy had radical divergences, making the loss of military cooperation
almost inevitable. Mao realised that the US was playing ‘the China card’, but initially
he had some patience to manoeuvre with the ‘imperialists’. In the Central Military
Commission (CMC) meeting on December 21 1973, he told his audience, ‘I spoke to
Kissinger for almost three hours. In fact, I uttered only one sentence: beware, the polar
bear will attack you, America!’?*® The progress in Soviet-US relations had exceeded
the expectations of Beijing. It was felt that establishing military cooperation with the
US was meant to push China into an anti-Soviet front, allowing the US to keep aloof.
Mao could not accept such a situation so, in his view, refusing a military relationship
with the US was the most reasonable decision to make in order to avoid becoming a

sacrificial lamb of détente.

Stagnation of Sino-American military relations in the Ford Period

The Ford administration inherited from Nixon the strategic approach of maintaining
stability in US-China relations through the development of defence ties and technology
transfer to China, and this was essentially a sub-strategy of the ‘détente’ strategy

towards the Soviet Union, which was regarded as having greater significance. The
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acceleration of US-Soviet ‘détente’ from 1973 therefore contributed to a decline in the
momentum for developing US-China defence relations. Kissinger remained as US
Secretary of State but in November 1975 he gave up the position of National Security
Advisor, which he had also held. Shortly afterwards Ford’s Secretary of Defence, James
Schlesinger, who advocated for the development of US-China defence cooperation as
a counter to the USSR, was forced to resign (to be replaced by Donald Rumsfeld) and

technology transfers to China also declined.?®

Apart from the strategic focus on US-Soviet ‘détente’, the slowing down of the
development of US-China defence relations by the White House was also based on its
assessment of China's political direction in the post-Mao Zedong era. Mao died in
September 1976 and the US government believed that the legacy of the Cultural
Revolution would weaken. But it also believed that the new Chinese leadership's
foreign strategy would have some pragmatism but not fundamentally change, and China
would not integrate into the international community or achieve modernisation.?*® Thus
while the political relationship between the US and China remained relatively stable

during the Ford administration, bilateral defence relations faced setbacks.

Hua Guofeng and Deng Xiaoping: A Dual-Centred Structure
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In October 1976, Hua Guofeng and his allies ousted the 'Gang of Four'?** from the
Chinese Communist Party (CCP) Politburo, leading to Hua's ascension as China's
paramount leader. The move and the economic recession were fraught with societal
unrest and brewing tensions within senior party ranks.?*? To alleviate this, in February
1977, Guangzhou Military Region Commander Xu Shiyou and Guangdong provincial
party leader Wei Guoqing proposed rehabilitating Deng Xiaoping, a proposition Hua
initially resisted. However, recognizing Deng's potential to restore public confidence
through reform, Hua conceded. By July, Hua officially held key leadership positions,
while Deng was reinstated to his previous roles, chiefly in national defence and

diplomacy.?*®

Hua and Deng's duel for supremacy was underpinned by their interpretations of Maoism.
Hua sought to execute restrained reforms, using Maoism as legal backing but
interpreting it to fit his policy line. Deng, on the other hand, openly challenged Hua's
approach and proposed his own interpretation, ‘seeking truth from facts’, which won
broad support, particularly from the military.?** By August 1977, the Chinese leadership
resolved to cease the Cultural Revolution and usher in modernisation. Hua announced

this shift at the eleventh National Congress of the CPC, dedicating more than half of
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death in 1976.
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his report to modernisation and pushing for economic development over military
preparedness. Both Hua and Deng downplayed Mao’s predictions of an imminent world
war, signifying China's changed priority towards economic growth and accelerating

China's modernisation efforts.?*®

The ‘Leap outward’, July 1977

In July 1977 Hua Guofeng claimed that ‘a new leap forward in the national economy is
beginning’.2*® On his advice, the State Council held meetings from July to September
1978 to study how to speed up the achievement of the ‘four modernizations’. The
Chinese leaders proposed to organise the ‘new great leap forward’ in the national
economy and to achieve the ‘four modernizations’ at a faster pace than originally
envisaged. They stressed the need to actively import advanced technology and
equipment from abroad and to make extensive use of foreign funds to speed up
economic construction.?*” According to the Chinese historian Han Gang, from 1977 to
1980 there was a consensus among Chinese leaders to import foreign technologies to
achieve modernisation. >*® Hua Guofeng's main motto at this time, ‘get going on a large
scale’, emphasised speed. It was later criticised as ‘yang yuejin’. ‘Yuejin’ (leap forward)
was already a derogatory term by the 1980s, and ‘yang’ (outward) is also sarcastically

critical.
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Led by Hua and Deng, and with support from other party leaders, China was ready to
learn from the West. In 1977, China's leadership devised an 'eight-year importing plan’
to acquire foreign technology and finished equipment, including infrastructure and
defense apparatus. The plan, necessitating $6.5 billion in foreign exchange, indicated a

shift towards Western import expansion. 24

Deng Xiaoping advocated hastening this process. By March 1978, the Politburo had
approved the plan, with Hua Guofeng emphasizing the need to counter China's
technological backwardness through foreign advancement and experience. Between
June and September 1978, the value of the import plan tripled to $18 billion, financed
by Western bank credits. ?° By year-end, $7.8 billion worth of agreements had been
signed, including twenty-two major - primarily chemical - projects. 2! Despite some
missteps leading to waste, this policy marked a significant departure from Mao's

cautious approach towards Western technology.

Importing Technology from Europe or the United States?

However, Hua and Deng differed on which countries China should import technology
from. Both leaders believed that the import of technology should be subject to foreign
policy. It meant that China would give priority to importing technology from countries

with which China wished to develop diplomatic relations. Hua preferred to deal with

249 Li Xiannian Writing Group, Li Xiannian Biography (Beijing: Central Party Literature Press, 2009), 1040-1.
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Western European countries, owing to the influence of Mao's ‘three worlds’ theory. Hua
claimed, ‘Chairman Mao's theory on the three worlds...clarifies who is the main
revolutionary force’. 2°2 In other words, ‘we support the efforts of Western European
countries to unite against hegemony. We hope to see a united and strong Europe’, so
‘Europe is the key.”?®® He therefore dispatched Gu Mu, vice premier, and other high-

level leaders, to visit Western Europe to discuss the import of technology.

On the other hand, Deng believed that the US should be the focus of China’s foreign
policy, so he argued that China should import technology from the US. Since April 1978,
China had dispatched many visiting groups to the US to examine the import of
technology as the same time as Gu Mu'’s visit to Europe. These groups were involved
in researching US technology in various fields such as petrochemicals, marine
development, space technology, high energy physics, mining, metallurgy, construction,
agriculture, electronics and medicine.?® Deng and Brzezinski’s meeting in May 1978
investigated the possibility of importing technology from the US, which will be
discussed in detail below. Deng’s voice did not receive enough support from the
Chinese leadership. General Nie Rongzhen said, ‘strategically, we need to move
fast...we need to make decision as soon as possible instead of spending time on
discussion.’ In the end, General Ye Jianying, General Nie Rongzhen and Premier Li

Xiannian supported Hua’s plan. On June 30, 1978, they decided to utilise technology
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and equipment from Western European countries to develop China’s economy and

industry.?®

The End of the ‘Leap outward’

The ‘leap outward’ reached its peak in 1978, and was not without its critics. General
Chen Yun consistently argued that Hua’s plan was too focused on quick success and
instant benefits. After the meetings held in September 1978, he told Gu Mu that ‘I
support to import Western technology...but we should not be hot-headed’.?*® During
the Third Plenary Session of the Eleventh Central Committee in December, he argued
that importing heavy industrial projects negatively impacted the development of light
industry and agriculture.?®’ On April 1979, Vice Premier Li Xiannian said that it was
necessary to adjust the import plan as soon as possible to make it more realistic within

a limited budget, and he suggested cutting down some import projects.>®

Such criticisms did not eliminate the negative effects brought by the ‘leap outward’. In
1979, revenue fell by $1.87 billion compared to the previous year, while expenditure
rose by $16.21 billion, and there was a budget deficit of $17.07 billion for the year. The
foreign exchange deficit was $2.01 billion. In 1980, the fiscal deficit was $12.75

billion.?®® At the end of 1980, Chinese leaders decided to terminate the ‘foreign leap

25 Li Xiannian Writing Group, Li Xiannian Biography, 1052.

26 LRO, Chen Yun's Biography, 1485-6.

257 Wang Junwei and Li Jianjun, The Race to the Top: From the Great Leap Forward and the Foreign Leap
Forward to a Soft Landing (Beijing: Jincheng Press, 1998), 174-5.

28 Tbid. 227.

29 Ibid, 244-5.

119



forward’. Deng recognised that China’s economic development needed a pause. It
meant that unhealthy enterprises would be closed down, and the government would
reduce its expenditure, including defence expenditure, and the foreign exchange deficit.
Imports from the West would focus on technology instead of finished products and

equipment, 2%

The ‘Leap outward’ and Arms Importing Policy

The ‘leap outward’ had significant effects on China’s arms import policy. In December
1977, the Plenary Session of the Central Military Commission made ‘the Decision on
Accelerating the Modernization of Our Army's Weapons and Equipment’. In 1978, the
Central Military Commission formulated a ‘seven-year (1979-1985) plan for the
development of conventional weapons and equipment’. These documents especially
emphasised speed and the import of foreign arms. Deng pointed out that importing
Western arms was in part a method for improving Chinese arms, and that PLA
researchers should investigate these arms for subsequent domestic production.?®® In a
meeting with Manfred Werner, the Chairman of Bundestag Defence Committee of the
Federal Republic of Germany, Deng expressed his willingness to import Western arms.
‘China's strategy is still Chairman Mao's strategy - the people's war. Existing weapons
can be used for attack, even if they are outdated.... Of course, we need to modernise
our armed forces....We are willing to absorb all the advanced things we need, as long

as the conditions are suitable, including some advanced things in military
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technology’.2%2

In order to strengthen arms imports, Deng reshaped the party’s decision-making process.
After his return in 1977, Deng planned to reform the management of military
production and research, which was the core of defence modernisation. During the Mao
period, this structure was loose and unconsolidated. The State Council was responsible
for arms production, and the Central Military Committee was in charge of arms design
and research, but there was no department in charge of arms imports.?®® In October
1977, Deng established the Science and Technology Equipment Committee (STEC) in
charge of all defence modernisation programmes, including arms production, research
and foreign arms imports. Deng appointed Zhang Aiping, Deputy Chief of the Joint
Staff, who had been denounced by Hua Guofeng during the Cultural Revolution, as
leader of the STEC.?®* Moreover, the military officials connected to the Gang of Four
were removed and replaced by Deng's supporters. For example, Li Jitai, the minister of
the Third Machinery Department, was dismissed, and Lu Dong took responsibility for

the fighter aircraft investigation.

Deng set two principles for China’s arms imports policy. The first was ‘doing what you
can’. It required China to spend its military budget for arms imports carefully. The

second was ‘self-reliance’, which meant that the import of Western technology was
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aimed at improving China’s own technology level.?®® Therefore, he argued that China
could not develop advanced tanks or planes without the required industries and
infrastructures. China’s limited foreign exchange should be allocated to purchasing
cutting-edge technology or on dual use projects.?® The communique of the third
Plenary Session of the eleventh Central Committee at the end of 1978 stated, ‘based on
self-reliance, China should actively develop economic cooperation based on equality
and mutual benefit with other countries in the world and strive to adopt the world's

advanced technologies and equipment’.2%

Deng's words contributed to the misunderstanding that China was about to decrease the
import of arms.?®® In fact, Deng's words facilitated Western countries to sell arms.
Amidst a frenzied atmosphere of importing Western technology, Deng did not strictly
hold to his principles on arms imports. In April 1979, General Wang Zhen, Deng’s
closest political ally, said: ‘we need to study foreign countries’ experience. We need to
have technology that Western countries already have, and we also aim to have
technology that Western countries do not have.’?®® Deng organised a special cross-
department panel to take charge of arms contract negotiations with Western

countries.?’® He also dispatched Zhang Aiping to Italy and Sweden and Wang Zhen to
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Britain to discuss possible contracts at the end of 1978.2"* Chinese military attachés

in the USA began working under new instructions that permitted them to have contact
with their American counterparts.?’? During the period 1979 and 1980, China’s arms
imports increased significantly. The value of arms imports was only $90 million in 1978
but doubled to $180 million in the next year, and it kept going upward to $190 million

in 1980. 273

The import policy suffered criticism as well. The Minister of Aviation Industry Lu
Dong’s spoke for most of the opponents of the ‘foreign leap forward’ arms import policy.
He said, ‘we must insist on the self-reliance principle when importing advanced military
technology from abroad. We cannot have large scale imports because we cannot afford
them...We need to import the technology we cannot produce by ourselves.’?* Zhang
Aiping was another important Chinese leader who appealed for self-reliance. He said,
‘I am against an open door with the roof off.’?”®> He even told a Chinese delegation to
the US, ‘we need to set a correct relationship when in contact with foreigners. We
cannot act as a beggar...our plan is to focus on self-reliance and to regard foreign arms

as a supplement.’2’

Deng accepted these suggestions and adjusted the arms import policy at the end of the
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‘leap outward’. At a meeting of the Joint Staff Department of the Central Military

Commission on October 15, 1980, he denied the possibility of increasing military

expenditure. He said, ‘a high military expenditure will affect our economic

condition...in short, the proportion of military expenditure in the national budget

cannot be increased now. The task of the military is to spend the money rationally.

2277

As Table 3-1 shows, the value of arms imports dropped from $190 million in 1980 to

70 million in 1982, and China cancelled many arms import proposals including the

Harrier aircraft from the UK and Mirage 2000 from France.

Table 3-1 Value of Arms Transfers and Total Trade in China, 1971-1989

Year Arms  Imports (Million | Total  Imports  (Billion | Arms Imports as %
dollars) Dollars) of Total Imports
Current Constant1990 Current Constant1990

1971 0 / 2240 / 0.0

1972 30 / 2840 / 1.1

1973 70 / 5130 / 1.4

1974 100 / 7420 / 1.3

1975 110 / 7395 / 1.5

1976 160 / 7420 / 2.7

1977 100 / 6595 / 1.5

1978 90 / 10350 / 0.9

1979 180 289 14490 22290 1.2

1980 190 280 19300 28440 1.0

277 LRO and AMS, Deng Xiaoping s Military Papers Vol.3, 180.
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1981 130 175 17940 24120 0.7
1982 70 88 16690 21080 0.4
1983 100 122 21340 25950 0.5
1984 430 504 25950 30420 1.7
1985 650 740 42530 48410 1.5
1986 550 610 43170 47910 1.3
1987 625 672 43390 46670 1.4
1988 300 312 55280 57540 0.5
1989 110 110 58280 58280 0.2

(Source: World Military Expenditures and Arms Transfers (WMEAT) Data Files, 1974
- 1999, US State Department archived website -

https://2009-2017.state.gov/t/ave/rls/rpt/wmeat/index.htm)

The Carter administration and arms sales to China

For the Carter administration, the USSR was the main focus of foreign policy. Carter
argued that the most important tasks were avoiding an arms race and eliminating the
possibility of nuclear war. In the letter a Brezhnev, he summarised three areas where
the US and the USSR could cooperate, ‘A critical first step should be the achievement
of a Strategic Arms Limitation Talks (SALT) II agreement without delay, and an
agreement to proceed toward additional limitations and reductions in strategic weapons.
Moreover, [ hope we can promptly conclude an adequately verified comprehensive ban

on all nuclear tests, and also strive to achieve greater openness about our respective
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strategic policies.’?"

Carter’s chief advisers had different opinions regarding US policy towards the Soviet
Union and China. Disputes between his Secretary of State, Cyrus Vance, and his
National Security Adviser, Zbigniew Brzezinski, in their Soviet policy led to variation
in their China policy. Vance aimed to maintain ‘even-handedness’ between the USSR
and the PRC, while Brzezinski favoured a tilt towards China. Both Vance and
Brzezinski visited China and met with different responses. Chinese leaders had a cold
attitude toward the former but reached important agreements on security issues with the
latter, forging the start of official Sino-US diplomatic relations. This thesis will argue
that Harold Brown, Carter’s Secretary of Defence, played an important role in the

debate, and his pragmatism received Carter’s support in the end.

Vance’s ‘even-handed’ policy

Vance did not believe the USSR had a strategy for global dominance, but he felt it
would continue to expand its sphere of influence whenever possible. ‘Competition was,
and would continue to be, the principal feature of the relationship. Our task was to
regulate it.’?’® He opposed claims that ‘linkage’ would benefit US interests as a whole
since it would restrict US flexibility and he preferred negotiating with the Soviets on a

case-by-case principle.?®® He was also concerned that linkage could be used to promote

278 FRUS/1977-1980/Vol.7, Document-1, Carter to Brezhnev, January 26, 1977.
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US policies toward China that would be a source of embarrassment to the USSR.28!
Therefore, he pursued an ‘even-handed’ policy, developing Sino-US relations but not
sacrificing Soviet-US relations in the process. He also suggested that there was useful
parallelism on geopolitical issues, that it was in the US's interest to prevent any
reconciliation between the Chinese and the Soviets, and that the ‘China card’, if played
deftly, could influence Soviet behaviour and contribute to a gradual improvement in

relations.?®?

Vance's opposition to arms sales was clear. He even rejected discussing the issue within
the State department or in his presence.?®® He said, ‘Some people have suggested that
we look for ways to establish a direct US-Chinese security tie without addressing the
normalisation issue. This approach can be quite dangerous, and going very far down
this road would pose real risks.’ In his opinion, the Chinese might be receptive, but he
would be concerned at the Russian and Japanese reaction. ‘Nothing would be regarded
as more hostile to the USSR than the development of a US-Chinese security
arrangement’, he said. ‘We must continue to maintain that fragile equilibrium
recognising always how dangerous it is, but recognising also that some other

relationship between the three nations could be more dangerous.’2%*

Warren Christopher, Deputy Secretary of State and Thomas Watson, ambassador to the
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USSR, agreed with him and emphasised the ‘even-handed’ policy, i.e. that the US and
China should only maintain general diplomatic and economic ties rather than defence
relations. Arms sales would irritate the USSR and hurt core diplomatic issues such as

the second stage of US-Soviet negotiations on SALT.?%®

Brzezinski’s Pro-China and anti-Soviet Proposal

Zbigniew K. Brzezinski, Assistant to the President for National Security Affairs, and
his assistants Michel Okensberg and David Aaron, all opposed sacrificing Sino-US
defence relations for the sake of détente with the Soviet Union, preferring overall
‘alignment with China against the USSR’. They advocated policies toward China and
the USSR in economic and defence relations which they felt could press the USSR to
respect US power and the principle behind détente.?®® Brzezinski appealed for a much
more offensive policy to contain Soviet expansion. He stated that the USSR should be
considered a revolutionary power dedicated to ‘global pre-eminence’ and world
transformation.?®” For instance, he suggested viewing the SALT agreement purely as a
chance to ‘halt or reduce the momentum of the Soviet military buildup’ rather than ‘a

wider US-Soviet accommodation.’%%8

On the China issue, Brzezinski preferred to divide Sino-American relations into direct
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bilateral relations, common strategic interests against the Soviets, and normalisation—
and sought to pursue each on a separate track.?® Brzezinski believed that the Chinese
were seriously concerned about the Soviet threat and were interested in ways that the
United States could be used to offset that threat. He thought mutually beneficial
relations in certain areas could potentially progress before the wider normalisation
process. In that context, he was eager to demonstrate steps in warming Sino-American
relations as a signal to the Soviets to impress on them the importance of restraint and
reciprocity.?®® Brzezinski praised Nixon and Kissinger's efforts in strengthening Sino-
US relations but thought the relationship in 1977 was ‘rather dormant’ compared to

1972°.

In fact, Brezinski's proposal was different from that of Nixon and Kissinger. Nixon
sought ‘active neutrality’, to maintain a balance between the Soviets and China. The
US was to propose an even level of concessions to China and the USSR but unofficially
lean towards China to obtain the most desired results. Kissinger thought that the US
still needed Soviet cooperation in other fields including strategic arms reduction and
avoiding nuclear war. Brzezinski went much further than his predecessors and tried to
draw China officially into the Western camp against the USSR. He had three objectives
- strengthening the impact of US ideology, improving US strategic status, and reviving
US political appeal to developing world countries. If China's military was stronger, it

could provide more support to US strategic interests. If US-China policy was given a
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high profile, it could offset Soviet military superiority.?®! ‘We have to cultivate this
crotchety old fourth of mankind,” he said, ‘partly because of what they are doing for the

US strategically: tying down a fourth of our main adversary's military effort.”2%2

Furthermore, Brzezinski's arms sales proposal sought a long-term relationship with
China to avoid Sino-Soviet reconciliation. After Mao's death, the USSR believed it was
time to send signals to the Chinese for reconciliation. Harold Brown, the CIA's Robert
Bowie, Secretary of the Treasury Michael Blumenthal, and the NSC's Michael
Oksenberg all shared concerns that China's reform and opening could lead to
reconciliation with the USSR. Bowie estimated the US had little impact on such a
reconciliation because the Sino-Soviet relationship ‘appeared relatively independent of
the state of Sino-American relations.” Brzezinski believed that arms sales could give
flesh to the bilateral relationship, so the US must ‘keep the Sino-US relationship
qualitatively better than Sino-Soviet relations.’®® In this way, a long-term relationship
would be established with China, whilst Soviet-US relations would improve in the

future.?**

Harold Brown’s pragmatic China Policy

Harold Brown was regarded as a Brzezinski's ally, especially when he suggested
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reviewing the Sino-US security relationship in February 1977. He believed that the US
had gained important security benefits from the new security relationship with Beijing,
including a substantial reduction of the danger of a conflict in northeast Asia and the
elimination of the friction that US China policy caused with major allies such as Japan.
‘At least...the Soviets have so far been forced to divide their military strength.’?® He
argued that the US must ‘foster a relationship with Peking’, to provide global balance
to the US national security position because China could force the USSR to split its
military strength. Brown considered the DoD should be directly involved in the China
policy process.?®® He also supported Air Force General George Brown, Chairman of the
Joint Chiefs of Staff, to argue that the US had many contacts with the USSR, and such
contacts should also be established with China as well. He directly recommended
initiating talks with China’s military staff and offering US military equipment and
technology for the sake of ‘even-handedness.” Brzezinski agreed and immediately
formed an informal interagency group with Michel Oksenberg to review Sino-US

relations.?®’

Harold Brown and his DOD favoured a middle course between Brzezinski and Vance,
and Brown's influence on Carter's arms sales policy has been underestimated. In fact,
his policy towards China differed from Brzezinski‘s as he felt that US policy toward

China should match Soviet actions. It meant that the US should adjust Sino-US relations
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according to Soviet expansion. If the USSR was aggressive, the US should improve
Sino-US relations to press the Soviets. Brown's China policy was more pragmatic and
flexible, perhaps as a result of his technical career as a nuclear weapon scientist. Unlike
Brzezinski and Vance, his policy did not evolve from a single broad philosophy but was
adjusted to changing realities. In the beginning, Brown wanted to play the ‘China card’
because he believed that the Carter administration's China policy was not enough to
match the USSR's offensive posture. It differed from Brzezinski's radical policy, and
their divergence emerged in 1979 when the administration debated arms sales. When
Carter was angry over the confusion in US policy, Brown was able to keep calm and

oppose Brzezinski's policy of lethal arms sales, as will be discussed below.

Carter’s China Policy

US arms sales to China were impeded in 1977 by Carter's idealism, concerns over the
Soviet-US relationship, opposition from Congress, and the delay in normalisation.
During his election campaign, Jimmy Carter said the country could not be ‘both the
world's leading champion of peace and the world's leading supplier of weapons of war.’
Vance echoed Carter's concern and said that sales of arms abroad ought to be judged on
the security requirements of the purchasing country and what effect such sales might
have on the regional balance of power.?% Carter set four objectives for arms control:

-the reduction of nuclear weapons totals in a SALT agreement;

-the control of nuclear proliferation primarily through supplier-nation limitations;

2% “The Race for Arms Sales,” New York Times, January 30, 1977.

132



-the reduction of US conventional arms transfers;

-the reduction of the US defence budget.?%°
Selling arms to China would violate his election promise, even though arms sales were
never relegated to being purely an ‘exceptional’ instrument of foreign policy as
promised in the administration's early days. As table 3-2 shows, total arms sales

decreased slightly in Carter’s first year, 1977, but revived in 1978.

Table 3-2 The Growth in US Military Sales, Fiscal Years 1974-1978 (8 millions)

Fiscal Year Foreign  Military | Commercial Arms Sales | Total Sales
Sales Agreements

1974 10,741 502 11,243

1975 13,983 546 14,484

1976 13,233 1,407 14,640

1977 11,342 1,523 12,865

1978 13,534 1,485 15,019

(Source: SIPRI Arms Transfers Database, 2017)
Carter stood with Vance in opposition to selling arms in the beginning and agreed with
Vance's concern that developing relations with China could influence Soviet-US
relations negatively. At this early stage, Carter's Soviet policy aimed to ‘increase
friendship with the USSR, a reduction in nuclear weaponry, and easing of the tensions
between ourselves and the Soviets through quiet diplomatic channels’,*’ so he hoped

b

to improve the relationship with China without ‘further affecting our already strained
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relations with the USSR.?3%!

Carter did not want to proceed quickly with arms sales to China before the
normalisation of diplomatic relations. He acknowledged the three Chinese non-
negotiable issues in the normalisation process: the revoking of the mutual defence treaty
with Taiwan; official diplomacy with Beijing instead of Taipei; and troop withdrawal
from Taiwan. However, Carter still expected to sell defensive weapons to the island and
maintain unofficial relations. He said that he would not attend the normalisation
negotiations until China compromised on these two points.>*? Vance also believed that
the main obstacle to the normalisation of relations between the two countries was the
Taiwan issue, and that the relationship would only progress if China was willing to
compromise on its sovereignty claims. He thought that it would be necessary to ‘wait

them out’.3%

Congress and Carter’s policy

The attitude of Congress also influenced Carter’s China policy. In response to public
outrage over the Vietnam War and the secret bombings in Laos and Cambodia during
the Nixon period, Congress sought to reform arms sales policy to exert control over the
White House. This led to the passage of the American Export Control Act (AECA) in

1976, which introduced several changes to the process of selling weapons to foreign
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nations. Firstly, it formalised the role of the executive branch in negotiating and
approving arms deals, assigning primary responsibilities to the State Department and
the Department of Defence. Secondly, to ensure transparency, the Act mandated that
the White House inform Congress of impending sales exceeding a specific dollar value.
Thirdly, the Act required the White House to provide a political-military risk assessment
for each proposed arms sale, weighing the national security benefits against potential
negative consequences. Finally, Congress retained the power to block arms deals by

passing a resolution within 30 days of official notification.>%*

Despite its initial promise, AECA, like other reforms of the 1970s such as the War
Powers Act, proved to be more symbolic than effective. In reality, the Act had limited
impact on curbing the arms sales efforts of the Executive. Congress, despite being
designated as the leading branch of government in regulating foreign commerce, did
not establish a significant role for itself in arms sales policy. Rather than requiring active
Congressional approval for major deals or implementing annual reviews, Congress

relinquished most of its authority.3*®

Additionally, certain pro-Taiwan attitudes in Congress impeded bolder strides in Sino-
US relations. Carter noted: ‘Taiwanese lobbyists seemed able to prevail in shaping

United States policy on this fundamental issue in the Far East...Those who succumbed
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to these blandishments were wined and dined by the Taiwan leaders, offered attractive

gifts, and urged to influence me to forget about fulfilling American commitments to

China.’306

Carter realised he would have to avoid irritating pro-Taiwan members of Congress if
he was to obtain support for the Panama Canal Treaty. He was concerned that any
negative impact on Taiwan would mean Goldwater and pro-Taiwan lobby in Congress

would veto a settlement of the Panama Canal issue.3%’

The Veto of Arms Sales to China in 1977

Carter and Brzezinski designed a new decision-making system, including two policy
decision-making committees, the Policy Review Committee and the Special
Coordination Committee (SCC). When the NSC considered a policy, it would release a
Presidential review memorandum (PRM), transferred to one of the two committees
according to the contents. The committees were to submit reports to the NSC for review.
If the reports obtained approval, these documents would become the basis of
Presidential directives. The former committee included Cyrus Vance, who usually
chaired the committee, Harold Brown and Stansfield Turner, the CIA Director, and was
responsible for long-term policies and defence issues. The SCC was led by Brzezinski

and was in charge of key security policies, including the SALT negotiations, and
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decisions relating to the USSR and China.3%®

Prior to Vance's visit to China in August 1977, the two rival camps headed by Vance
and Brzezinski debated arms sales policy, but Vance controlled the direction of the
debate and rejected the latter's opinions. Brzezinski steadily pursued selling arms to
China and on April5 1977 he suggested a broad review of US policy towards the sale
of defence-related technology and equipment to China.3%® With the help of Samuel
Huntington, Brzezinski then submitted a forty-three-page report to Carter on April 30,
with the details of an arms sales plan, year by year. He aimed to transfer both non-
defensive and defensive Western technology by 1978 and invite a Chinese leader to
visit the US in 1979 to pave the way for long-term economic and cultural
cooperation. %1% His assistant Michel Oksenberg worked secretly with senior CIA
personnel on an examination of how European allies such as the UK could sell military
equipment and technology to China to help develop the PLA's combat capability and
China's defence industry. Together they prepared several documents for the NSC

explaining the arms transfers policy.3!!

On June 14, Brzezinski proposed a comprehensive arms sales policy toward China. It
included the sale of weapons and military technology such as anti-tank missiles and

over-the-horizon radar; tacitly permitting third country sales of defence equipment and
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technology; sharing intelligence on Soviet capabilities and strategies, troop
deployments, military manoeuvres, and missile launchers; and enhancing intelligence
capability vis-a-vis the Soviets through the sale of intelligence-related technology.
However, Carter rejected most of the recommendations in Brezinski’s proposal and
approved only the sale of intelligence-related technology and dual-use technology on a

case-by-case basis.?!2

Vance then chaired a meeting of Policy Review Committee on June 27, 1977, which
vetoed Brzezinski's proposal. Only three of the reviewers — the CIA officer for China,
James Lilley, the Deputy Assistant Secretary of Defence for East Asia and Pacific
Affairs, Morton Abramowitz, and NSC consultant Richard Solomon - recommended a
‘military relationship’ with Beijing.3®® The participants did reach agreement on some
general issues. Firstly, they supported establishing full diplomatic relations with the
PRC and abandoning the treaty with Taiwan. Secondly, they recognised the importance
of the triangular strategic relationship with China and the USSR. As Richard Holbrooke,
the Assistant Secretary of State for East Asian and Pacific Affairs, suggested, ‘it was
clear that the Sino-Soviet-US triangle is inherently unstable and that a change in one
leg could easily impact in unpredictable ways upon the other legs—hence the

desirability of consolidating the Sino-American leg.’ 314
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The document concluded that the sale or transfer of US military technology to China
would increase tensions between China and the USSR and could threaten US interests.
It recommended a parallel step, allowing the advanced technology sales of allies, which
was regarded as a mild concession to Brzezinski. But Brown’s reaction was that ‘the

paper undervalues the military value to US of USSR/PRC adversary relationship.”31°

Vance’s failed visit to China, August 1977

On August 22, 1977, Cyrus Vance arrived in Beijing, and negotiations started the next
day. There were two significant divergences between the US and China. Firstly, China
had different attitudes to the US regarding capabilities and objectives for coping with
Soviet threats. Vance emphasised that the current US-Soviet military relationship was
a competitive one, and the US still had a strong strategic deterrent capability against
the USSR. The United States would strengthen its global competitiveness in military,
political, strategic and other fields to maintain a global strategic balance.®'® However,
China expected the US to be more offensive to contain Soviet expansion worldwide,

and was dissatisfied with the US goal of balance.

When Deng Xiaoping met Vance on August 24, he initially refuted Vance's assertion
that the US was confident in maintaining the strategic balance and said that Vance was
a blind optimist. He argued that confrontation and the arms race would continue, and

the relative advantage of the US in power would be diminished. Vance retorted that the
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US-Soviet strategic balance had changed beneficially for the US.3!” Deng Xiaoping
reiterated that the US should not underestimate the USSR and should establish a more
equal relationship with the Western European countries. Hua Guofeng repeatedly
emphasised it was the nature of Soviet social-imperialism to be expansionist, so the US

should remain vigilant.3!®

However, the Taiwan issue was a point of divergence which directly impeded
normalisation. Vance proposed that the US retain trade, investment, tourism, scientific
exchanges, and other personal ties with Taiwan, whereby US government personnel
could stay in Taiwan for informal contacts. He also hoped that a time would come in
the future where the US government could reiterate that it sought a peaceful settlement
of the Taiwan issue, and China would not emphasise its right to the use of force to solve
the Taiwan issue. Deng thought that Vance was not sincere because the proposal aimed
to intervene in Chinese internal politics and continually maintain a US presence on the
island. In the aftermath of the visit, Carter's overly optimistic public statements and a
press leak from NSC staft suggesting Chinese flexibility on the status of Taiwan elicited
a sharp retort from the Chinese side.®!° Vance concluded that Deng Xiaoping's remarks
showed that the Sino-US relationship had embarked on a challenging long-term

problem. There would be no breakthroughs at that time.32°
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Deng’s Policy of ‘Aligning the US against the USSR’

During his visit, Vance completely misunderstood China's foreign policy. Deng was the
leading actor during the visit, and his central policy was ‘aligning the US against the
USSR’, but Vance did not show a willingness to contain the USSR with China. Deng
did not have a strict ‘doctrine’ but rather a series of ideas. In Chinese foreign affairs,
Deng Xiaoping had always displayed an anti-Soviet attitude. After his comeback in
1977, Deng tried to use Mao's ‘Three Worlds’ theory to forge a union against the USSR.
‘Our foreign policy is formulated according to Chairman Mao's strategic thinking on
the division of the three worlds. This thought guides our past, present and future foreign
policy. One of the fundamental ones is that the third world is the main force for solving

world affairs and for fighting against imperialism, colonialism, and hegemony.’3?!

After the Sino-Vietnamese war in 1979322

, Deng was outraged at Soviet assistances to
Vietnam which strengthened his attitude against the USSR. For example, his speech at
a high-level diplomacy meeting showed his resolve against the USSR. He argued that
it was wise to ‘stand with third world countries’ and ‘renormalise relations with the US
and Japan.” China had ‘broken the arrogant Soviet plan’ by the one-line policy.*?3

Deng's policy was different from Mao's. Mao's one-line policy was more like a strategic

design for the future. Deng however actively pursued union against the USSR and had
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a much more positive attitude toward approaching the US than Mao had done. On
January 16, 1980, Deng asserted three tasks for the 1980s - ‘opposition to hegemonism’,
‘the uniting of Taiwan’, and ‘accelerating economic construction’. He pointed out that
the third task was the priority because the ‘economy’ determined China's ability in
‘international affairs’.32* Approaching the US was ‘killing two birds with one stone’
because the US could assist China in dealing with Soviet threats and it could provide

advanced technology for Chinese modernisation. 3%

Brzezinski’s Take Over and Appeal for Arms Sales

After the failed visit, Vance decided to slow down the process of Sino-US normalisation.
However, Michel Oksenberg argued that a hiatus in the normalisation issue could cause
China to lose trust in the Carter administration and ‘maintain equidistance’ between the
US and the USSR.3%® Brzezinski thought the US should push Sino-US relations as soon
as possible, and sought to take control of the normalisation negotiation, otherwise his
China proposal could not be put into practice. Therefore, he secretly asked Oksenberg
to suggest to Huang Zhen, the Director of the Chinese Liaison Office in the United
States, that he should invite him to visit China. At the beginning of November, Huang,
at a banquet, invited Brzezinski to visit China, and he agreed. This action irritated the
State Department. Vance, Holbrook, and Habib were angry with Brzezinski, and feared

that the State Department was no longer in charge of China relations.3?’
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Brzezinski started to manage Chinese issues, and also recognised in his memoirs that
the invitation would give him a chance to promote the transfer of sensitive military
technology. He immediately drafted another paper - in November 1977 - that suggested
relaxing controls over the transfer of defence-related technology and equipment to the
PRC. The paper was the first one to propose a systematic US arms sales policy towards
China, divided into five sections and an annexe. It stated that the US could secure its
political interests through arms sales, by improving Sino-US relations and
demonstrating to the USSR these improved relations. It noted that the USA's NATO
allies sought a relaxation in the control of arms sales to China for economic reasons.
The Chinese military threat to the US was extremely limited, and none of the possible
initiatives outlined in the study could significantly increase this threat, although other
Asian countries and Taiwan would be more concerned owing to China's geographical
proximity and historical issues. Brzezinski bluntly concluded that US military
technology transfers to China were ‘designed more for political effect than for their

impact on PRC military capabilities.’3?8

The paper renewed Vance's opposition. The debates took place under strict
confidentiality, and only Vance, Brzezinski, Brown and a few senior assistants joined
in. The debates focused on two main issues - the civilian and military dual-use of

equipment and technology transfers to China; and the US attitude to the arms sales
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policy of its allies. As regards the first issue, Oksenberg appealed for a change in US
policy over civilian-military dual use technology to respond to the USSR. He suggested
an asymmetrical policy to remind the Soviets of their vulnerabilities in the East and to
force them to back down in Africa, including formal diplomatic relations. This proposal
was to include expanding trade with China, and deeper strategic consultations. He
criticised the bureaucratic routines ‘bogging down’ Chinese orders for ‘ostensibly

peaceful uses’ because of possible defence applications.®?°

Holbrooke and Abramowitz, the Deputy Assistant Secretary of Defence for East Asian
and Pacific Affairs, criticised the ‘case by case’ principle because many cases inevitably
turned into political matters, and they suggested applying different standards to China
and the USSR.33° Robert W. Komer, the President's adviser on NATO affairs, suggested
direct sales of TOW anti-tank missiles and assisting China in building production lines
or encouraging France to sell similar weapons to China as soon as possible.**! Carter
approved the civilian technology transfer but insisted on the principle of case-by-case
approval. 332 Before departing to Beijing, Brzezinski suggested again to Carter to
approve the overall transfer of dual-purpose items to the PRC, but the President failed

to respond.3®
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On the second issue, the protagonists debated whether to allow third countries to sell
arms to China. In early 1978, Britain and France planned to sell arms to China and
sounded out the US attitude. They hoped that the US was prepared to ease restrictions
on arms sales. However, Vance stated that the US should be neutral and not advocate
allied sales because the declared policy of the White House opposed transferring arms
to China. Vance was concerned that the allies would regard any acquiescence as positive
approval, and he continued to support an even-handed policy applying the same
restrictions to China and to the USSR.3** However, Carter decided to allow the
European allies to transfer arms. Critics asserted that his human rights policy and
general idealism would not deter Soviet attacks, and that Soviet strategic power had
surpassed that of the US. Soviet expansion in the Horn of Africa left many American
officials deeply troubled and even some Democrats argued that Carter was simply
preaching instead of applying power.®*® The President was therefore determined to
show greater strength against the Soviets, and told Vance that he did not seek to
intervene in French decisions and would keep silent once the French took their

decision.3%6

Brzezinski’s visit to Beijing, May 1978, and US arms sales policy
In March 1978, Carter approved Brzezinski's visit to Beijing to confirm normalisation

and hold extensive political and strategic discussions. Vice President Mondale, and
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General Brown all supported the decision. Carter had made decisions on the two
differences in attitude raised in the Vance visit in 1977. Firstly, in terms of Soviet-US
competition, Carter hoped to establish a long-term strategic cooperative relationship
with China and was determined to react strongly to Soviet military increases and its
agents' expansion worldwide. He asked Brzezinski in particular to explain to the
Chinese that the US would strengthen both national defence and NATO's power.
Secondly, Carter was willing to accept Chinese conditions on normalisation, including
the ending of diplomatic relations with Taiwan, withdrawing US military personnel and

facilities, and abolishing the US-Taiwan security treaty.>*’

During his visit to China Brzezinski implemented the proposals that had been approved
by the President. Although Beijing still disagreed on Taiwan issues, the general
atmosphere was warm and friendly. Deng agreed to accelerate the normalisation
negotiations by suspending discussion over Taiwan. Why did Brzezinski obtain success
when Vance failed? Neither reached an agreement with the Chinese over Taiwan, but
Deng was willing to avoid discussion over the issue. Firstly, Brzezinski's active China
proposal accorded with Deng's ‘aligning the US against the USSR’ policy. Huang Hua
and Deng Xiaoping emphasised importing technology from the US, and Deng was
worried about US restriction of technology exports. He questioned Brzezinski about
whether the Soviet factor was the most important barrier to technology transfer, and the

latter said he was not afraid of offending the Soviets. Deng was delighted with
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Brzezinski's answer, and Chinese newspapers, like the People's Daily, stopped
satirising US 'appeasement’, 3%

Beijing greatly admired Brzezinski's efforts to dissociate China policy from Soviet
policy. Brzezinski's emphasis on developing bilateral relations accorded with Beijing's
needs for modernisation, and there was no feeling that the US was ‘playing the China
Card.’ Since the Mao period, US China policy was always subject to Soviet policy. The
Carter administration realised the problem because this rigid linkage minimised US
room for manoeuvre. As stated in an inter-departmental memo by a group of officials,
including Richard Holbrooke, the Assistant Secretary of State for East Asian and Pacific
Affairs: ‘Neither our Soviet nor our China policy should be derivative of the other; the

two must proceed in tandem’.3*°

The Sino-Soviet split in 1969 gave the Americans a ‘China Card’, which was an
offensive term to Chinese leaders. Kissinger's and Vance's efforts failed because the
Chinese leadership believed they were playing this ‘China Card’. Brzezinski not only
expressed his anti-Soviet attitudes but also emphasised his expectations for Sino-US
relations in the future. Brzezinski said that developing US-China relations was not an
expedient measure but a far-reaching strategic shift. The US welcomed a strong,

peaceful and self-defensive China. The White House would accelerate the export of
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technical equipment to China in response to China's ‘four modernisations’.3° In the
meeting with Hua Guofeng, Brzezinski emphasised his expectation of developing a
close relationship with China. Sino-US relations should be strategic in the long term,

no matter whether the USSR was peaceful or aggressive.34!

After Brzezinski visited China, the US improved China's strategic status. Oksenberg
believed that Chinese foreign policy was ‘Leaning to One Side Again—This Time Our
Side’. He wrote to Brzezinski, arguing that China's seeking arms in the West had two
objectives, ‘partly as a means of causing irritations in the détente process, but also as a
means of making its defence capabilities more credible.”®*? At the same time, the
contest between Hua and Deng had entered a vital period. Oksenberg detected the
signals of this political rivalry, and suggested Carter quietly encourage European
countries to consider China's quest for technology, arms and credit seriously. ‘If the
Chinese feel that the door has been slammed in their face, Deng may be on the end of
a very exposed limb.”3* Carter later approved his Science Advisor Frank Press's
suggestions to cooperate with China on civil technology and non-sensitive science. In
November 1978, Carter signed NSC Document No. 43, written by Brzezinski and used
it to guide US-China civil science and technology exchanges, which were less sensitive

than technology transfer and foreign policy.3**
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However, Carter was ambivalent towards selling arms to China, and he still had no idea
whether to endow more strategic meaning to the Sino-US relationship which could lead
to a direct collision with the USSR. The Soviets vehemently opposed any weapons
transfers to China, considering such arms sales an unfriendly act toward the USSR.
Soviet media warned the West against collusion with China for anti-Soviet purposes
and accentuated the dangers inherent in West European and Japanese arms sales to
China. Pravda's criticism underlined Soviet sensitivity over Brezinski's trip to Peking.
The Soviets were concerned over reports that Brzezinski favoured Western arms sales
to China and were disturbed that his China trip came at a time of Sino-Soviet tensions

over Soviet intrusion into north-eastern China.3*°

Brzezinski agreed with Okensberg's estimates that China was leaning toward the US,
and he tried to push the process forward. He even suggested the ‘makings of a Carter
Doctrine’ based on the emergence of China as an active diplomatic player and
supporting European allies to sell arms toward China when the Soviets warned against
them.’3%® He hoped that its European allies' arms sales would provide the Chinese with
some military support. Brezhnev was very angry at Western arms sales towards China
and sent a letter to Carter outlining his expectation that the US would stop European

arms sales. Carter replied that the US had an even-handed policy which meant it would
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not sell arms to China or the USSR, but it could not prevent its allies from doing so.

Deng was satisfied with Carter's response.34

Sino-US Normalisation and Deng’s Visit to the US

By 1979, Deng, China's new leader, introduced reforms and a fresh arms importation
policy, while Brzezinski directed US China policy, navigating toward an alliance
against the USSR. Although no official US arms sales initiatives existed, Carter
softened on the issue, approving civilian technology transfers and consenting to arms
sales by US allies. With the establishment of official Sino-American diplomatic
relations on January 1, 1979, and the resolution of US bureaucratic battles, the
burgeoning strategic partnership became clear and started significantly deepening.
Deng and Carter cooperated effectively over Vietnam, facing barriers to arms sales
primarily from Chinese internal debates and Carter's own willingness, while Taiwan’s

issue, met with Deng’s flexibility, did not significantly obstruct arms sales.

After establishing diplomatic relations with the US, Deng aimed to utilise the improved
relations to contain Soviet expansion in Asia. Deng had a one-week visit to the US from
January 29 to February 3 1979, at the start of which he conveyed an important message
to Carter that China was preparing for a war against Vietnam. Deng believed that
Vietnam had become an ‘East Cuba,” even more dangerous due to its large-scale

army.>*® In Deng's mind, the USSR completely controlled Vietnam, so China and the
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US should retaliate strongly. He did not think the USSR would have a strong response
since it was incapable of large-scale action in the Far East in winter. Although the
Soviets had increased their military, China could deal with it. Carter gave no
encouragement to China's military actions but was willing to share military

intelligence.3%°

Although there was no essential agreement, this discussion was significant. It was the
first time a top Chinese leader had visited the US, and Deng used the visit to give
advance notice to Carter about a very sensitive action. Deng Xiaoping hoped to deter
the USSR, preventing it from taking large-scale actions against China and, at the same
time, confirming the value he placed on the Sino-US strategic relationship. At an
internal meeting with other CCP’s leaders he said, ‘why is the international community
willing to offer money, equipment to help China realise the four modernisations? We
are strong, we can contain the Soviet revisionists. If we are weak, what is the use of

helping us? What is the significance?’*

Carter's behaviour proved his satisfaction with closer Chinese relations. Carter did not
overtly support Deng's military response but he explained that his decision was not due
to fear of the USSR but concern for regional stability.>®* Carter even promised that the

US would lobby other countries to cut aid and not establish diplomatic relations with

349 Ibid.
30 LRO, Deng Xiaoping’s Chronology, p.493.
351 FRUS/1977-1980/Vol.13, Document-205, Memorandum of Conversation, Washington, January 29, 1979.

151



Vietnam. At the same time, the US encouraged the Association of Southeast Asian
Nations Community (ASEAN) countries to increase military aid to Thailand and unite
against Vietnam.>®? After the war, Deng said, ‘we are satisfied with the US government

position and attitudes when fighting against Vietnam. 3>

Setting aside Taiwan Issues

However, Taiwan issues damaged the relationship again when China retaliated against
Vietnam. Deng and Brzezinski agreed to suspend discussion of the issue temporarily
during the normalisation process, but China was concerned that the US had deceitful
intentions on this issue. As early as December 4, 1978, Han Nianlong, Acting Foreign
Minister, proposed that all US-Taiwan treaties should be voided, but the US did not
give a clear response.®** On January 26, 1979, the Taiwan Relations Bill was introduced
into Congress. On March 3, Chai Zemin, Chinese ambassador to the US, conveyed a
message to Vance, hoping that the White House could intervene in the Congressional
process to downgrade the US-Taiwan relationship. The Chinese did not understand how
US politics functioned, so they regarded Carter's silence as betraying the Shanghai
communique. ®® Chai Zemin later recalled, ‘every country has a lobby group in
Congress, but we don’t have this lobby group, so no one speaks for us in Congressional

meetings.’ 3%
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China had no retaliatory measures or disputation with the US on this topic. Instead, it
focused on comprehensively advancing Sino-US relations involving the economy,
culture, security cooperation, and detailed implementation rules. China allowed the US
to install a set of US intelligence equipment in western China to monitor Soviet arms
control, and the Americans shared this information with China.%®’ In March 1979, for
the first time, China secretly proposed to the US the purchase of C-130 tactical transport
aircraft, P-36 anti-submarine patrol aircraft and military avionics equipment, but Carter
rejected China’s proposal. Then, China hoped to purchase the F-15 and F-16 to
systematically enhance the combat effectiveness of the Chinese Air Force against the

USSR, but again the US refused.>*®

The reasons behind Deng's downgrading of the dispute over the Taiwan Relations Act
were complex. Chinese media explained for a short period of time that the Act violated
the principle of establishing diplomatic relations. The People's Daily and Reference
News had only one or two brief reports. This low-key and restrained approach was in
sharp contrast to China's previous handling of Sino-US disputes.*® Firstly, China faced
severe foreign pressure. China's military suffered significant casualties, 27,000 in

Vietnam, which exposed the backwardness of China's armaments. Deng also terminated
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the Sino-Soviet alliance treaty signed in 1950 in late March 1979, and this action
incurred Soviet opposition. Importing US arms could improve the relationship and
strengthen China's defences for coping with Soviet retaliation. Secondly, Deng
Xiaoping was suffering strong criticism, so he wanted to decrease any impact of the
Taiwan issue. The left wing within the CCP argued that Deng’s policy contradicted
Maoism and Marxism.*®® Wei Jingsheng, an electrician in Beijing, posted a dazibao
(wall poster) on March 25, appealing for democratic reform and criticising Deng
Xiaoping as a new dictator. Defence Minister Ye Jianying also expressed his
dissatisfaction with Deng by emphasising the need for ‘democratic centralism’ in

meetings. 36!

Improving Sino-Soviet Relations?

Critics also targeted Deng's foreign policy. Deng pursued a policy ‘aligning the US
against the USSR’, and he achieved normalisation with the US, a war against Vietnam
and the introduction of foreign capital and technology. However, Deng's political
opponents argued that the price of his policy was too high. Normalisation had not led
to the prospect of a peaceful solution to the Taiwan issue, nor did the pro-Western
orientation allow COCOM to relax restrictions on exporting sensitive technologies to
China, and France and Germany remained hesitant about arms sales to China.®%? On the

UK side, the Callaghan government was consistently pushing arms sales to China but
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no contracts were signed by mid-1979, which will be discussed in the next chapter.

Some of Deng’s critics proposed an ‘even-handed policy toward the US and the USSR
or rapprochement with the USSR. They thought it was necessary to improve Sino-
Soviet relations in order to improve Sino-US relations. Two sets of improved bilateral
relations might maximise China’s interests. 3 On July 17, some Chinese ambassadors
openly doubted Deng's foreign policy. Hu Yaobang, Secretary-General of the Central
Committee, argued that ‘Soviet people still have friendship with China,” and China
should reconsider the threat of the USSR. However, the Central Committee’s
conclusion suppressed Hu’s suggestion, ‘only the USSR can threaten war...our one-
line policy...is mainly against one hegemony (the USSR) ...the US is an indirect ally

at least.”3%

Nonetheless, China's Foreign Ministry arranged negotiations based on the idea of
improving Sino-Soviet relations. On July 21 1979, the Sino-Soviet State Relations
Negotiation Office was established, and on the 27th, the Chinese government
delegation was established. In the preparatory stage, the delegation mainly completed
the preparation of four documents, including bilateral relations and border status. Due
to the limitation of materials, the specific content of the four documents and the

negotiation plan are still classified, but judging from the title, China did have a
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normalisation policy toward the USSR.3®® The messages from the Chinese ambassy in
the US showed that China's policy of ‘aligning the US against the USSR’ could be

changed.36®

The Brzezinski and Brown Debates on Arms Sales Policy

Carter's idealistic foreign policy also faced critics. Since the end of 1978, the Ogaden
War, the Ethiopian Civil War, the Yemen Crisis, Vietnam's invasion of Cambodia, and
the USSR's deployment of armoured combat brigades to Cuba had made many
Americans deeply dissatisfied with Soviet expansion and Carter's perceived weakness.
In 1979, the Iranian Revolution broke out, and US-Iran relations deteriorated sharply.
The US faced comprehensive strategic challenges. Negotiations on restricting the
transfer of conventional arms broke down, and the USSR's large-scale arms sales to
‘third world’ countries severely damaged US interests. Carter's idealistic arms control

policy was also criticised.3®’

US officials sought to adopt an active China policy to improve the situation. But
Brzezinski and Harold Brown differed over the acceptable degree of arms sales.
Brzezinski and David L. Aaron, Deputy National Security Affairs Assistant, suggested

selling lethal weapons to China, such as anti-tank missiles, but Carter denied permission

365 Chu Yun, Diplomatic Missions to Seven Countries: General Ambassador Wang Youping (Beijing: World Affairs
Press, 1996), p.250.

366 FOIA/General CIA Records, ‘Monthly Warning Assessment: China,” June 22, 1979, 1-2.
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for this.®*®® Brown suggested a limited arms sales policy, which meant that the US
‘openly encouraged third country arms sales to China or explicitly adopted a pro-China
tilt in providing dual-use technology’. Strengthening US-China relations could force
the USSR to abide by détente, while the USSR would still seek expansion. Therefore,
the US should sell non-lethal dual-use equipment to China, such as radar and
communication equipment. Such a limited arms sales policy could make clear to the
USSR that progress in the Sino-US defence relationship depended on whether the

USSR continued the détente policy.36°

Brown's idea of limited arms sales could give some flexibility to US policy. Before he
visited China, Brown sent a memorandum to Carter to explain his proposal. He objected
to arms sales to China, but also argued in favour of keeping the option for further
development. He said, ‘on the one hand, we must avoid gratuitously provoking the
USSR and alarming our allies. But it is equally important that the Soviets understand
that if they engage in aggressive or expansionist actions which challenge the shared
security concerns of the United States and China, Washington and Beijing may respond
with cooperation in the field of defence as well as diplomacy.’*”® He indicated that this
incremental approach was not only most likely to exert a deterrent effect on the Soviets

but insured domestic and allied support for broader Sino-US defence cooperation if it

368 Tbid.139.

369 FRUS/1977-1980/Vol.13, Document-233, Memorandum from Brown to Brzezinski, Washington, March 23,
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870 FRUS/1977-1980/Vol.13, Document-283, Memorandum from Brown to Carter, Washington, December 13,
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should become necessary in the future.3"

Carter’s Approval to Brown’s Proposal

Brown’s proposal shared the same points as Brzezinski's that arms sales contributed to
China's opening. DOD officers directly pointed out, ‘our hope for a more pragmatic and
pro-Western Beijing regime lies in Deng and his reforms.” However, defence
modernisation was the last of Deng's ‘Four Modernisations’, and the military was
unhappy with this and Deng's reforms. US assistance in military modernisation would
help overcome these equipment deficiencies, since China's own limited investment
resources prevented large Chinese purchases.’? Carter approved Brown’s proposal
because it made the US policy depend on the USSR's choice, and Carter would not
follow Brezinski’s proposal to take the risk of irritating the Soviets by improving arms
sales. On July 11, 1979, Carter decided to improve US-China defence relations by
transferring non-lethal dual-use technologies and equipment to China on the ‘case-by-
case’ principle to retaliate against Soviet expansion.®’® He also overcame Vance's
opposition and approved a visit to China by Brown to build a high-level US-China

defence exchange.

Mondale’s Visit to China, August 1979

371 FRUS/1977-1980/Vol.13, Document-286, Memorandum from Brown to Carter, Washington, December 29,
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In the meantime, Carter’s Vice President, Walter Mondale, made an important visit to
China. Both Brzezinski and Brown understood that negative signals had come from
China, and they therefore supported Mondale's visit on August 27. During the visit,
Mondale said that the US prioritised Sino-US bilateral and strategic relations by listing
China as a friendly country. The US would also treat China and the USSR differently
over dual-use technology exports and afford most-favoured-nation-treatment to China.
Deng was particularly excited about the US commitment to high-tech transfer and even
began to arrange working-level matters during the talks. Mondale was cooperative in
asking the Chinese to make a list of urgent matters to report to President Carter.
Meanwhile, in response to Deng Xiaoping's complaints about technology transfer, he

said the US was trying to tilt COCOM toward China in technology transfer.®’*

Mondale's visit strongly aided Deng in Chinese internal politics. The day after Mondale
left, Deng claimed in the Politburo meeting, ‘we can't improve relations with the USSR
when a million troops are on our border.”®”® He emphasised to Wang Youping, the
delegation chief, that China must insist on principle instead of showing weakness."®
Deng even said, ‘what can the USSR give us? Nothing.”®”” Compared to the plan

submitted by the Ministry of Foreign Affairs, the Politburo meeting on the 29th no

longer placed the Sino-Soviet bilateral relations on an important setting. This Politburo
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meeting adopted the policy of Deng Xiaoping's ‘the anti-Soviet united front policy.’ It
concluded, ‘Comrade Xiaoping's thought is not only the criterion that our delegation
abides by in the negotiation of state relations but is also a basic principle of relations
with the USSR throughout the 1980s.” In the following month, Deng had a significant
victory over Hua Guofeng. The fourth Plenary Session of the eleventh Central
Committee dismissed Hua's supporters Wang Dongxing, Ji Dengkui, Wu De and Chen

Xilian's from the government. 78

Deng had no opposition within the party, and Hua admitted his failure. Deng's China
had turned to the West, and the only barrier to arms sales was Carter's determination.
Until the end of 1979, Carter was still very cautious about arms sales to China. He was
unwilling to provoke the USSR and hoped it would resume détente. In October 1979, a
DOD research report reached the media provoking much concerned debate. The report
proposed starting arms sales to China and even included specific plans for Sino-US
military cooperation during wartime. However, the department pointed out that it was
not official policy, and Vance also clarified that the US had not changed its policy of

not seeking arms sales to China.3"®

The Afghanistan War and US Arms Sales Policy

On December 25, 1979, the Soviet invasion of Afghanistan pushed Carter to a decision

378 Ibid. 34, 37.
378 CRS, ‘Chronologies of Major Developments in Selected Areas of Foreign Affairs, Cumulative Edition 1979,
January 1, 1979, 28.
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regarding US arms sales to China The President was completely enraged, and he later
wrote, ‘I was determined to lead the rest of the world in making it as costly as possible.
There was a balancing act to perform - America being the leader, but at the same time
consulting and working closely with the other nations. To be effective, punitive action
had to be broadly supported and clearly defined.”3 In the NSC meeting on January 2,
1980, Carter supported selling arms to China. When Vance suggested consulting
Congress in advance, Carter responded that he did not need to and claimed, ‘we should
sell weapons to China, including F-16s.” Vance and Brown also opposed Brzezinski's
proposal of selling the over-the-horizon radar to China because they thought the US
should leave more time for the Soviets to change their minds, but Carter strongly agreed
with Brzezinski this time. He did not consider over-the-horizon radar in violation of
rules regarding arms sales to China and concluded that the US should give a strong
signal of support to the Chinese.®®! Brzezinski recognised in his memoir that the Soviet

Union’s aggressive actions accelerated the US to sell arms to China.3%?

Visit by Harold Brown to China, January 1980

During Brown’s visit to Beijing in January 1980, Deng raised the issue of importing
some finished arms, including F-15 fighters, which did not accord with his arms import
policy of preferring technology. Brown rejected the Chinese proposal for lethal arms,

because he aimed to ‘elicit from the Soviets greater restraint and sensitivity to US
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interests in third areas’ by some low-level arms sales to China as a warning. He did not
want to sell large-scale arms to escalate US-Soviet confrontation. He regarded Deng’s
arms import requests as Beijing’s ‘US Card’. In Brown’s mind, Deng wanted a highly
confrontational US-Soviet relationship so as to use China’s strategic value to ask for
significant benefits from the US. The more intense the confrontation between the
United States and the USSR, the more China would benefit. Therefore, he wished to

‘stay away from any gratuitous ‘baiting of the Polar Bear.” 383

When Brown met with Zhang Aiping, the head of STEC, he stated US arms sales
principles, that the US did not want to be a ‘large department store’, and the only
solution was differentiating ‘components that we could transfer’ and those that China
in time ‘might be able to produce’ itself. Understanding Chinese arms import policy,
the US was willing to transfer military equipment blueprints and help China become
more self-sufficient instead of exports. Brown also emphasised that the US focus was
not on improved Chinese military capabilities but to cement a reasonable improvement
in bilateral relations.® His words and attitudes took effect and the Chinese downgraded
their expectations of US arms sales. China turned to import dual-use equipment and
technology, including IR detectors, laser guidance, pulse doppler, inertial guidance and

microwave electron tubes.38°
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The US also relaxed the arms embargo in COCOM. It established ‘exception
procedures’ for transferring technology to China and approved third countries' sales of
military equipment to China through the COCOM framework.*® In March 1980, Carter
officially ordered moving China from Y category to a separate one with its own letter
designation ‘P’.387 US policy was to afford different treatment for China and USSR
export controls.3® Giving directions to US companies to sell military equipment to
China, the US State Department issued Munitions Control Newsletter No. 81 on March
25, 1980, which permitted the sale of non-lethal military equipment such as radar,

communications and logistics to China on a case-by-case basis.38°

As historian Hugo Meijer summarised, the Carter administration’s arms sales policy
was based on several principles:

‘a willingness to consider, case-by-case, the transfer of dual-use technology
for military use; a willingness to consider, case-by-case, the sale of nonlethal
military equipment and technology; no authorization for government-to-
government Foreign Military Sales (FMS) to China; restricting shipments of dual-
use and military support technology and equipment to those that could be

transacted commercially through export licensing; a continued prohibition against

386 USDDO, ‘Memorandum from Nicholas Platt, Richard Holbrooke, and Roger Sullivan regarding technology
transfer and military equipment sales to China,” State Department, February 26, 1980.
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sales of weapons systems; assurance to US allies that all military and dual-use
technology sales to China would be coordinated through existing COCOM
machinery and a request that they do likewise; and a neutral attitude toward sales

of defensive weapons to China by third countries.”3%

After Brown visited China, in the first half of 1980, Chinese Premier Hua Guofeng,
Zhang Wenjin, Vice Foreign Minister, Geng Biao, Secretary-General of the Central
Military Commission, and Liu Huaqing, Deputy Chief of General Staff of the People's
Liberation Army conducted intensive consultations with senior US officials. Geng Biao
visited the US in May 1980 and further negotiated with the United States the details of
the sale of non-lethal military equipment to China. During this period, Geng Biao also
asked the US to help China upgrade the J-8 fighter to improve China's ability to
intercept Soviet strategic bombers. This paved the way for the Reagan administration
to launch the ‘Peace Pearl Program’, the largest Sino-American military cooperation

project.3!

On May 29, 1980, Tom Ross, Assistant Secretary of Defence, announced the first list

of permissible sales to China. The list included AN/TPS-43 field air defence radar,

AN/PRC-77 tactical radio communication equipment, AN/TRC-97 tropospheric

communication system, CH-47 heavy transport helicopter, C-130H tactical transport

3% Meijer, ‘Balancing Conflicting Security Interests,” 11-12.
391 Xin, ‘The Transfer of Civil High-Tech Equipment and Military Equipment to the PRC under the Carter
Administration,” 143.
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aircraft aero-engine, detection equipment, M-911 military heavy-duty tractor, MK33/34
radar jamming system, and armoured vehicle infrared decoy self-defence system and
other equipment.3%? By July 1980, more than 400 types of US non-lethal military
equipment were available to China. The US government strengthened communication
with military enterprises, which had already received orders from China, and began
verifying exports. American enterprises were also free to conduct arms procurement

negotiations with China.>%3

Another breakthrough occurred during the visit to China of Bill Perry, the
Undersecretary of Defense for Research and Engineering, in September 1980. The
Chinese, recognizing their military vulnerabilities, welcomed the American delegation
with openness, even granting access to their military factories. Despite their enthusiasm
and determination to forge cooperative military technology relationships—preferably
with the US or alternatively with other Western states—the delegation, shocked by the
stagnation of China's military capabilities and production technology, concluded that
high-technology transfers would scarcely enhance China's military due to its industrial
backwardness. Consequently, Perry's technicians identified potential transfers in low
and medium-level technologies, like anti-tank ammunition and jet engine technology,

amongst others.3%
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The smooth development of Sino-US arms cooperation made the Chinese worry about
the upcoming US Presidential election. Before George H. W. Bush, the prospective
vice-presidential candidate, visited China in August 1980, Chai Zemin, Chinese
ambassador to the US, stated the PRC would take care so as not to allow the
Republicans to reap inappropriate propaganda value from contacts with the PRC in
Washington or Beijing. From a partisan viewpoint, Brzezinski said he was admittedly
interested in not letting the Republican Party exploit their travel to the PRC for internal
political reasons. Chai Zemin promised Brzezinski that he would not meet with Ronald

Reagan before the Presidential election.>%

Reagan's pro-Taiwan attitude enraged the Chinese. The Chinese government reaffirmed
its right to liberate Taiwan by force of arms, a theme that had been muted since
normalisation; the Chinese restated their opposition to the Taiwan Relations Act and
asserted that it must be rescinded if Sino-US relations were to develop further.3%

Republican positions would obviously impact Sino-US relations in the early 1980s.

Conclusions
The period of Sino-US relations in the 1970s witnessed pivotal shifts. Nixon and Mao

initiated normalisation, and Deng and Carter established diplomatic ties in 1979.

3% FRUS/1977-1980/Vol.13, Document-317, Memorandum of Conversation, Washington, July 30, 1980.
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Alongside these developments, China initiated economic liberalisation, and the US
redefined its arms sale policy. While no formal agreements existed, Nixon and Mao's
discussions greatly influenced future relations. The Soviet invasion of Afghanistan

acted as a catalyst for the Carter administration to openly sell arms to China.

The US had to reconcile contradictory objectives: arming China while maintaining
détente with the USSR. Nixon and Kissinger endorsed 'active neutrality', utilising the
Sino-Soviet split to engage with China while keeping détente intact. Carter's policy
was complex, dictated by internal bureaucratic clashes, Taiwan issues, and Congress,
as well as his personal hesitations. Carter navigated disputes between Vance, who
sought to avoid arms sales to China, and Brzezinski, advocating arming China. Brown
linked US arms sales to Soviet behaviour, a principle continued by Reagan. The
Soviet aggression in Afghanistan instigated Carter's decision to begin selling arms to

China, albeit under controlled conditions.

China had differing responses to Nixon’s and Carter’s policies. Mao rejected military
cooperation, feeling exploited when US-Soviet relations improved. Deng pursued
military technology and arms cooperation with the US, viewing arms imports as a
political tool to affirm China's close relationship with the US and strengthen his own
political position internally. He initiated reforms in China's arms import mechanism,
emphasising 'defence modernisation' and withstanding internal criticism caused by

wasteful spending and inefficiency. Chinese internal politics influenced arms imports,
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with Deng and Hua both advocating a policy of modernisation through foreign
technology imports. The Carter administration used arms sales as a political tool to
foster a pro-American policy in Beijing. Brzezinski's tough policy towards the USSR
resonated with Deng, leading to a rare episode of political understanding in Sino-US

relations during the Cold War.
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Chapter 4: British arms sales towards China, 1969-1979

Introduction

The UK had long wanted to liberalise trade controls with China. In the late 1960s,
suffering from severe recession and inflation, the UK desperately needed foreign trade
to improve its domestic economy. The UK’s China policy had been relatively active
since the Second World War: the British government hoped to develop a good
relationship with China, which would be beneficial for both export growth and Hong
Kong’s security. More importantly, with the withdrawal of British power from Asia,
there was no longer a major security conflict between the UK and China. In the more
than 20 years following the end of World War II, the UK traded with China in various
ways, which naturally caused dissatisfaction in the US which aimed to maintain a strict
trade embargo at the time. The existence of COCOM seriously inhibited the UK.
Notwithstanding various ‘exception procedures’, the UK and the US had framed their
China policies together. Building on their wartime experience, the UK and the US
established close and effective cooperation in the first two decades of the Cold War,

during which time they maintained COCOM to restrict trade with the Soviet camp.

However, the UK’s reduction of its defence expenditure limited its defence policy
mainly to Europe. After the devaluation of the British pound in 1967, the British army
retreated from ‘East of Suez’. While heavily involved in Vietnam, the US blamed
Britain for providing no assistance as, at the end of the 1960s, Britain could not support

US military action in Asia. Nixon attempted to rekindle the relationship, but British
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Prime Minister Edward Heath was focused on the UK’s relationship with Europe. Due
to the split between China and the USSR, China implemented a comprehensive policy
of friendship towards the West, and Europe was Mao Zedong's strategic focus.
Compared with the cautious Sino-US relations, the development of Sino-British
relations was undoubtedly more ambitious, and British arms sales to China quickly
gained momentum in this period. In March 1972, Sino-British diplomatic relations were
upgraded from chargé d’affaires to ambassadorial level, and unobtrusive arms sales
commenced. The UK had a more open mind on trading with the PRC than did the US.
Following the decline in the ‘China differential’ in 1957, the UK exported Vickers
Viscount civil aircraft to China in 1961. After the deal on HSA Trident airliners in 1970
and the Rolls-Royce Spey Mk.512 civil aviation engine in 1972, China expected to
acquire a licence to produce Rolls-Royce Spey Mk.202 military aviation engines and
later import British HSA Harrier ‘jump jet’ fighter aircraft. This was also an important

application of Mao Zedong’s ‘Three Worlds’ theory.>%’

Throughout the 1970s, the US, China, and the USSR interacted in complex ways around
the UK’s arms sales to China. This chapter analyses China's foreign policy towards
Europe and the UK during Mao Zedong’s reign. China's diplomatic turn was the
foundation that made British arms sales to China possible. The chapter also analyses

British Prime Minister Heath’s policy toward the US and China. The attitude of the US

397 Mao believed that the whole world could be divided into three ‘sub-worlds’. The US and the USSR were the
first world, and the second world contained other developed countries such as European countries, Canada and
Japan. The third world included all developing countries. He argued that China’s foreign policy should aim to unite
all countries in the second and third worlds to fight with the US and the USSR.
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was crucial to British foreign policy, but how this was reflected in Britain’s arms sales
policy toward China remained a problem. Next, the chapter discusses the first arms
sales contract between China and the UK, for the Spey Mk.202 engine; this contract
revealed how China's domestic affairs, US foreign policy, and UK domestic political
decisions interacted. Following this, Heath's Conservative Party lost the election, and a
Labour government came to power under Harold Wilson. Lastly, the chapter examines
the arms sales contracts between China and the UK in detail and analyses the
characteristics of British arms sales to China as well as China’s arms import policy in

practice.

Mao’s Three Worlds Theory and Turning to Western Europe

When initial Sino-US military cooperation was lost under the Nixon administration,
China quickly developed defence relations with Britain, and they signed military
contracts in 1973, two years after Kissinger’s visit to Beijing. Chinese attitudes towards
Britain and the US were significantly different. Why did China accept a military
relationship with Britain so easily? It is necessary to analyse how British and US
positions differed in Mao’s mind. This does not mean that other Chinese leaders were
not important, but as discussed above, Mao’s opinions had the greatest influence on the
direction of Chinese foreign policy. In other words, without Mao’s permission, the
British arms sales could not have made such significant progress in a few years.
Therefore, before going further, the first step is to analyse how Mao defined the British

position in his theory.
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After the Second World War, Mao proposed the ‘middle area’ concept, referring to those
countries between the US and the USSR. Mao argued that the US could not attack the
USSR before controlling the middle area.3%® Mao adopted the concept to explain the
Chinese British policy. In his talks with the British Labour Party delegation on 24
August, 1954, he discussed the different policies of Britain and the US. Mao argued
that the US did not treat Britain as a friend because ‘the US aimed to occupy this middle
area, even including Japan and the UK’. He added that ‘the US is on one side of the
middle area in North America, and the USSR and China are on the other side. The goal
of the US is to occupy the countries in this vast middle area, bully them, control their
economies, build military bases on their territories, and preferably make them weaker,
including Japan and Germany’. To resist US expansion, Mao argued, capitalist and
socialist countries could live together. In contrast, Mao felt that China and Britain

shared common interests in pursuing peace, and that they could also do business.3%°

Mao was aware of the close relationship between the UK and the US, but he
nevertheless categorised Britain as in the ‘middle area’. This expression showed that he
deliberately differentiated the treatment of Britain and the US in Chinese policy, aiming
to divide the Anglo-American alliance and restrain US actions. When meeting with

Field Marshal Montgomery in 1960, Mao said:

3% Mao, Selected Works of Mao Zedong Vol.4 (Beijing:People’s Publishing House, 1951), 1191.
3% Mao, Selected works of Mao Zedong s Foreign Policy (Beijing: Central Party Literature Press&World Affairs
Press, 1991), 161.
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We want your country [the UK] to be stronger, France to be stronger, and
you to have a bigger say so that things will be easier to handle, and the US,
West Germany, and Japan will be restrained. Who are threatening you and
France are the United States, West Germany, and Japan. It is also the three
countries that threaten us. We do not feel that Britain is a threat to us, nor

France. Threats to us are mainly from the US and Japan.*®

In 1962, Mao explained how he recognised the divergence between Britain and the US.
He argued that Britain and France were imperialists, albeit ‘medium-sized’ imperialist
countries that ‘the big imperialist United States wants to eat’. Therefore, they could be

‘indirect allies’.%1

Mao's ‘middle area’ theory was transferred to the Three Worlds theory after the
escalation of the Sino-Soviet split. The middle area theory suggested that China should
stand with the USSR, but when China left the Soviet side and regarded the USSR as
the biggest threat beginning in 1969, the middle area no longer fit into Chinese foreign
policy. Mao needed a new theory to legitimise the Chinese change, which the Three
World theory duly provided. In February 1974, Mao Zedong officially proposed the

theory when talking with Zambian President Kaunda:

400 Ibid. 423-4.
401 Tbid. 487.

173



I think the US and the USSR are the first worlds. Japan, Europe, Australia,
Canada, and the centrists are the second world. We are the third world. [...]
The US and the USSR have more atomic bombs, and they are wealthier.
The second world, Europe, Japan, Australia, and Canada do not have many
atomic bombs, and they are not so wealthy; but they are richer than the
third world. [...] The third world has a large population. [...] Asia, except
Japan, is the third world. The whole of Africa is the third world, and so is

Latin America.*%?

On 25 May, 1974, Edward Heath, the former British Prime Minister, visited Beijing and
met with Mao. At the time, Heath said, ‘if Europe is weak, the USSR will achieve its
attempts to [invade] China. So a strong Europe is very important, which can trouble the
USSR’. Mao replied, ‘if your Europe becomes strong, we will be very happy!”4%® This
dialogue meant two things. First, a strong Europe could balance the US and the USSR.
Mao recognised that Europe had diverged from the US, and that the alliance was not as
strong as it had been in the 1950s. Second, Mao believed that China could unite Europe
against pressure from both the US and the USSR. Additionally, the primary purpose of
Mao Zedong's Three Worlds theory was to unite the vast number of so-called ‘third-
world’ and ‘second-world’ countries to forge a broad international ‘united front’ against
hegemonies. Given the US’s strategic defensive position and the aggressive Soviet

posture, the USSR was the primary threat to world peace and the most dangerous enemy
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of the peoples of other countries. At the same time, Mao Zedong concluded that the
process of competing for world hegemony included both confrontation and compromise,
of which the former was the norm. Therefore, an important principle of the international
united front was to use the contradiction between the US and the USSR to constrain

Soviet expansion.%*

In 1974, under criticism from Mao and in failing health, Zhou Enlai gradually stepped
back from foreign affairs work, and Deng Xiaoping took over. Two months after Mao’s
meeting with Kaunda, Mao designated Deng Xiaoping to participate in the Sixth
Special Session of the United Nations General Assembly and there propose the Three
Worlds Theory to the whole world. Mao sought consensus within the politburo. Jiang
Qing, Mao’s wife, opposed the appointment, but Mao said, ‘Jiang Qing, it’s my opinion
that Comrade Deng Xiaoping goes abroad. You had better not object’. In this way, the
chairman used his power to pass the resolution and form the consensus. After the
official approval of the Political Bureau of the CCP Central Committee, Deng Xiaoping
convened staff from the Foreign Ministry to discuss how to fit the theory into a speech;
Mao approved their draft, saying ‘good, agree’. Mao also called upon Zhou, Deng and

Qiao Guanhua to discuss the draft further.*%

In general, Mao’s Three Worlds theory reshaped China’s foreign policy. It differed from

404 He Li, ‘On the Mao Zedong’s Theory of Three Worlds and the Adjustment of China's Diplomatic Strategy in
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the ‘one-line’ policy, which aimed to address Soviet threats. After the loss of Sino-US
military cooperation, Mao realised that the rapprochement benefitted the US much
more than it did China, so the Three Worlds Theory categorised the US and the USSR
as the “first world’ to emphasise the divergence between the US and China. It also meant

that he had abandoned his stratagem of playing the US against the USSR.

The new theory also paved the way in developing Sino-British relations. In Deng
Xiaoping’s official description of the Three Worlds Theory to the UN, Britain was
categorised as a ‘developed country’ instead of a ‘medium-imperialist country’, which
provided broad cooperation space. Deng said ‘the struggle of these [developed]
countries against superpower control, interference, threats, exploitation and shifting
economic crises is developing day by day’.%%®® The Three Worlds Theory was
fundamental to Chinese foreign policy during the late Cold War, and China continued
to use that characterisation until the 1990s. The theory welcomed cooperation with
Europe and reshaped the Chinese position in international relations. Furthermore, it
radically reduced the USSR’s influence on China and explained how China fitted into
the world without choosing a side, which imbued Chinese foreign policy with

considerable flexibility.

British policy towards China after the split

In the short term, the British FCO realised that there was little Britain could do to

406 ‘Deng Xiaoping’s Statement at the UN General Assembly,” People Daily, April 11, 1974.
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influence the Sino-Soviet conflict. It argued that ‘the continuance of the dispute at its
current level short of war’ had been ‘of advantage’ to Britain, according to an FCO
paper for consideration by the Defence and Overseas (Official) Committee’s
subcommittee on longer-term issues of defence and overseas policy. The dispute
contributed to the ‘redirection of Chinese trade to the West’, might offer ‘some value in
stimulating Soviet/US agreements, e.g. on arms’, and gave the West ‘some limited
opportunities to play off one adversary against the other’. When the subcommittee met
to consider the FCO paper on December 16, 1969, it was suggested that one additional
advantage of the Sino-Soviet dispute for Britain was that ‘the Chinese would be less

inclined to take action against Hong Kong’.4%’

In the long run, Britain believed that the Sino-Soviet split would improve the ability of
the West to counter the increasing intention of the USSR - in Europe and further afield
- to act against fundamental Western interests. It would continue to be a broad aim of
Western policy to foster the continuance of the split. On the other hand, the rise of
Chinese power in the years ahead would also pose threats to Western interests,
particularly among developing countries. Such threats might be mitigated in the short
term by China’s preoccupation with her own internal economic development, but it
should also be an important Western aim to increase China's material interest in having

good relations with Western countries in the long term.4%

407 CAB-148/100, Minutes of the Meeting of the Sub-Committee on Longer-Term Issues of Defence and Overseas
Policy, December 16, 1969.
408 pPREM-16/1535, “British defence sales to China,” March 16, 1978.
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Anglo-American Coordination Over China Issues

China's turning to Europe had lent flexibility to Britain’s Chinese policy, and Britain
could achieve high-level bilateral diplomacy. Edward Heath was generally regarded as
a realist politician operating in the ‘European wing’ of British politics, and China had
more motive to communicate with him in the expectation of fostering a strong Europe.
Additionally, Pro-American tendencies were widespread throughout British
bureaucracy and could not easily be thwarted or even altered by a Prime Minister’s
personal position, but Edward Heath’s ‘natural relationship’ could relax the adherence
to US policy somewhat. Heath, the realist, inherited the balance-of-power diplomatic
tradition of former British politicians and paid attention to that balance in international
relations. In his view, the balance was between East and West and, within the North
Atlantic Alliance, between the US and Europe. Heath saw the ‘unhealthy imbalance’ in
the North Atlantic Alliance as being caused by the weakness of Europe, and called on
Britain and Western Europe to work on restoring the balance through integration,

including trade, finance, political organisation and defence.**

To its supporters, integration into Europe would bring obvious economic and political
benefits to Britain, and Heath chose to link Britain’s future with European unity. Heath

argued that if Britain wished to restore its fortunes, it must join the European Economic

409 Liang Jun, ‘Bdward Heath’s adjustment of Atlantic Alliance Policy and the reconstruction of Anglo-American
relations,” Lishi Yanjiu, 2019(01):123-144 and 191-2.
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Community (EEC) and contribute to the wider concept of Europe.*!? Once a partner,
Britain would have the potential to surprise the world again with its power and

resources.*!!

Heath played down the importance of the Anglo-American relationship in order to aid
Britain’s accession to the EEC, a strategy Nixon was happy to accept. Heath believed
that Britain's entry into the EEC also brought the United States closer to Europe, and
that Britain could achieve a win-win with the US; Britain would never sacrifice the
Anglo-American relationship. Heath and his British diplomats came to the following
conclusion: although Britain’s European obligations took priority, they should be
handled by involving the United States as much as possible.*? In December 1970, at
the first full-scale summit meeting in Washington, Heath avoided emphasising the
‘special relationship’ at a delicate point in his EEC negotiations by instead using the
phrase ‘natural relationship’. In fact, the US administration was aware of his
predicament and was sympathetic. According to NSC papers, Heath was a tough-
minded realist who prioritised British interests within the confines of economic
constraints.**® Kissinger said that ‘he [Heath] could not risk making any concessions to
us [1.e. Nixon and Kissinger] in advance; he wished neither to negotiate Common

Market issues bilaterally with us nor appear as—or, for that matter, to be—America’s

410 Nicholas Ridley, ed., One Europe (London: Conservative Political Centre, 1965), p.17.

411 Geoffrey Rippon, Britain+Europe (London: Conservative Group for Europe, 1971), p.1.

42FCO-7/1839, ‘Memorandum on Anglo-American Relationships,” September 23, 1970; FCO-7/1840, “Steering
Brief,” December 11, 1970.

413 Alex Spelling, ‘Edward Heath and Anglo-American Relations 1970-1974: A Reappraisal,” Diplomacy &
Statecraft 20, n0.4(2009):638-58, p.641.
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Trojan Horse in Europe’.**

The US and the UK did not significantly diverge on Chinese issues, but the imbalance
remained. During a meeting in Bermuda, Nixon discussed his visits to both Beijing and
Moscow with Heath and received much support from the latter.**> Heath consistently
communicated with the US side about the development of Sino-British relations.*°
Heath focused on China’s economic interests. He said, ‘I was deeply interested in it as
a country, in its people, in their artistic treasures and in their future political
development. I also regarded China's potential market of major significance for the
British if we had the skill and the drive to take advantage of it’.*’ Britain’s China policy
was not as restrained as US China policy, which was subordinate to its Soviet policy,
and Soviet relations with the UK appeared to be less dynamic than with other major
Western European countries. Paris, Rome and Bonn had robust bilateral relations with
Moscow, whereas London opted to deal with Moscow through multilateral fora such as
the Conference on Security and Cooperation in Europe (CSCE) and, most significantly,

the North Atlantic Treaty Organization (NATO).

Similarly, the USSR’s stance toward Britain was part of a larger plan aimed against
Western Europe and NATO. Relations between the USSR and the UK were more

dependent on movements in larger East-West contexts than relations with France or

414 Kissinger, White House Years, 937.

415 Edward Heath, Sailing: The Course of My Life (London: Sidgwick And Jackson, 1978), 485.
416 Tbid. 494.

47 Tbid. 494.
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West Germany. As a result, it is difficult to separate Soviet-British relations from the
complexity of broader global contacts.*® Therefore, the Sino-Soviet split did not
influence Britain’s China policy as much as it did US policy. Throughout the 1960s,
Britain sought to expand trade and other contacts with the USSR and Eastern Europe.
The development of these commercial and cultural contacts with the Soviet Bloc was
interrupted by the Soviet invasion of Czechoslovakia in 1968, but the British reaction
to this event is interesting in terms of the continuation of pre-existing attitudes. As
Harold Wilson commented to the House of Commons in November 1968, ‘while we
must increase vigilance, there must be no return to the Cold War; we must keep before
us the continuing objective of a détente’. The Sino-Soviet split did not alter British
policy. Expressions of support for the détente process continued after the Heath

government came to power in 1970.41°

The Spey MK.202 Military Engines

After the Second World War, the UK, as a victorious belligerent, dominated the arms
sales market from South Africa, through the Middle East, to South Asia, but its share in
the arms world market decreased significantly in the 1950s and 1960s. For example,
Britain built 51% of the total warships delivered, and the number fell to 34%. In this
period, British arms sales policy was motivated mainly by political considerations,
although commercial interests also contributed. By the late 1960s, commercial

considerations had gradually become more consequential, and the market became more

418 Frank Roberts, ‘Soviet British Relations since the 1970s,” International Affairs 66, no.4(1990), 828.
419 Brian White, Britain, Detente and Changing East-West Relations (Routledge, 2002), 124-125.
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competitive, because European countries had revived their economy and arms industry
from the war and attempted to increase exports. The UK had to compete with its
Western allies, including France, the US, West Germany, Italy and the Netherlands.*?°
British defence sales policy was generally to support arms sales to other countries
provided there were no overriding factors to the contrary. This standard governed sales

to China.

With the development of Sino-British relations, arms sales became a focus. In August
1971, China and Britain reached a contract to sell 35 HAS Trident aircraft to China for
£120 million. In this way, China obtained the Spey Mk.512 civil jet engine
manufactured by Rolls-Royce.*?! In May 1972, the first British technical team visited
China to provide technical maintenance services. The Chinese repeatedly proposed
manufacturing the Mk.512 under licence and hoped to produce the Spey Mk.202
military engine,*?? as used in the Phantom fighters operated by the Royal Navy and
Royal Air Force. China suggested that continuing to purchase Rolls-Royce civil aircraft

engines would depend on whether the UK could sell Mk.202 military engines.*?3

One of the Chinese negotiators indicated to an HSA representative that they were

420 Phythian, The Politics of British Arms Sales Since 1964, 3. Relevant works on European arms sales to China
see: Hugo Meijer et al., ‘Arming China: Major Powers’ Arms Transfers to the People’s Republic of China,’ Journal
of Strategic Studies 41, no. 6 (February 24, 2017): 850-86; Andrew J. Pierre, The Global Politics of Arms Sales
(Princeton: Princeton University Press, 2014).

421 Xin Yi, ‘Let the Chinese Board Our Ship’: Examining the British Arms Sales to China, 1973-1982, Cold War
International History Studies, 2019(01), 235.

422 Spey MK202’ is a military turbofan engine with more advanced performance designed by Rolls-Royce, a
military modification of the ‘Spey MK512’ civilian engine. It is comparable to the TF-30 engine equipped by the
US F-111 fighter-bomber. Compared with China's Turbojet-7 military engine, the engine has an afterburner, and its
thrust is nearly twice that of the civilian version, rising to 20,500 pounds.

423 FCO-21/1126, [An unrecognisable name] to PM, April 6, 1973.
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interested in the Harrier; and a quantity of 200 was mentioned. In June 1973, Ji Pengfei,
the foreign minister, visited Britain, an act that aimed to ‘give the appearance of
substance to China's more active foreign policy and to demonstrate to other countries,
especially the USSR, that China is a country with worldwide interests and connections.’

The British said that they ‘welcomed China's substantial purchases in the aerospace

field’.4%4

Why was the Spey the first military device China sought to import from the West?
Technical and political needs motivated the contract. The Chinese national defence
industry suffered severe damage during the Cultural Revolution. The Fourth Five-Year
Plan for National Defence Research and Production (1971-1975) was drawn up while
being interfered with - and actively sabotaged - by the Lin Biao group.*?® The plan
ignored the country’s economic capacity and blindly pursued grandiose plans and lofty
targets, which impacted the development of the national economy and interfered with
the research of new weapons. By 4 March, 1972, China had manufactured hundreds of
defective aircraft, tens of thousands of unusable rocket launchers, and hundreds of

thousands of substandard rifles.*%®

The situation was of great concern to Chinese leaders. After Lin Biao’s removal from

424 AMDA/FCO-21/1107, Official Visits of the FCO Secretary to China and Hong Kong, October 27-November 4,
1972, 45.

425 Lin Biao, Vice Chairman of the CCP, who lost the political struggle with Mao in 1971, attempted to escape to
the USSR but died on the way. Since the PLAA was based on the PLA Fourth Field Army led by Lin Biao, many
of his closest aides became senior officers in the Air Force, who were called the Lin Biao Group.

426 Deng et al, History of the Chinese People's Liberation Army Volume VI, 207.
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office, the CCP restructured the Chinese Army and defence production. On 4 March
1972, the National Defence Industry Office of the Central Military Commission
proposed a plan to develop arms; and their priority was fighter aircraft.*?” On 12 March
1972, the 601 Institute*?® submitted a short take-off and landing fighter design proposal
named ‘J-13’ to the Sixth Research Institute of the Ministry of National Defence. On
26 September 1972, the Sixth Institute approved the proposal, designated the task as
the ‘No. 2 project’ (later named the ‘J-13 project’), and indicated that the aircraft would
replace the J-6 as the main fighter of the next generation. According to Chinese aviation

experts, a new engine was needed to meet the J-13's requirements.*?°

China could not produce an engine appropriate for the J-13, so it sought external help.
In May 1972, the Chinese proposed purchasing the Spey Mk.202 to a British technical
assistance group, but there was some wariness about the prospect. On 19 May, Zhou
Enlai, Ye Jianying and other central leaders listened to a report concerning the visit by
Dr Hooker, the Rolls-Royce technical director, and Zhou instructed: ‘We must carefully
consider the patent issue, and we cannot be dragged into the 1980s by his suggestion.
We must be confident and determined to change the backwardness of the aviation
industry; we must set a direction when buying patents, we can negotiate, but we must
be smart... the engine is the key, the heart; without the engine, how can an aircraft reach

the sky?’*% Zhou’s words suggested that he wanted to import the item. Compared with

427 Ibid, p.213.

428 A Chinese military institute focused on design of aviation weapons and fighters.

429 Ye, Memoirs of General Ye Zhengda, 306-7.

430 Chinse Aviation Industry History Office, Chronology China's Aviation Industry (1951-2011) (Beijing: Aviation
Industry Press, 2011), 166.
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ready-made arms, China paid more attention to technology and patents, and the

preference was reflected throughout Chinese arms import policy.

The issue triggered a political debate within the Chinese government. For a long time,
the Chinese national defence development principle had been that ‘self-reliance should
be given priority, and foreign aid should be supplemented’.**! Mao claimed that ‘it is
dangerous for a country to rely on foreign arms.”**? The geographical and general
confrontation with the USSR required China to develop its aviation industry, and
introducing arms from Britain could avoid dependency on the US and the Soviets in the

aviation field,**

which successfully navigated the Three Worlds theory. Therefore,
from 20 November to 23 December 1973, a group of 12 Chinese experts visited Britain

for further investigation; their report argued that the engine would be useful and could

improve the level of Chinese aviation technology.*3*

The ‘Glass Snails’ Incident
The so-called ‘glass snails’ incident impeded the procurement. Wang Zhidong, an
expert who went to the US for technical investigation, brought back glass snails

5

presented by the Americans. A Chinese critic “*® regarded the gift as an insult to

China’s national honour, and wrote a letter to Jiang Qing, saying that the delegation’s

431 Mao, Selected works of Mao Zedong s Foreign Policy, 318.

432 Mao, Mao Zedong s Military Papers, 343.

433 AMDA/FCO-21/1126, Policy on export of aircraft and spares from the UK to China, March-April 1973 (Folder
3),92-3.

434 Chinse Aviation Industry History Office, Chronology China's Aviation Industry (1951-2011), 174.
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trip abroad was symbolic of ‘creepism’. The Americans had given each Chinese visitor
a snail, which was interpreted to mean that the US was mocking the slow pace at which
Chinese technology was developing. Afterwards, Jiang Qing criticised Wang as
‘foreign-loving’. The event impacted the Spey project, as many Chinese now raised
objections to it; they regarded imports as ‘not simply a technical issue’ but rather as ‘a
major issue of which way to go’, and even criticised the activity and its advocates as
‘worshippers of ‘an everything foreign’ philosophy’, ‘crawlerism’, ‘bringing wolves

into the house’, and ‘slipping to the brink of treason’.*3®

In essence, this dispute was the continuation of Lin Biao's betrayal in 1971. Lin had
been the top leader of the People’s Liberation Air Force in the past, and his betrayal
caused the Air Force to suffer intense accusations of potential disloyalty in domestic
politics. The glass snails event again spurred people’s aversion to Lin Biao, and that
mood quickly transferred to the Air Force. On 13 February, 1974, the Third Machinery
Institute held a meeting to criticise the Spey project as ‘a stumbling block to self-
reliance’ and ‘the thinking of foreigner-worship’.437 On 11 May, 1974, Li Jitai, the
minister of the Third Machinery Institute, submitted a ‘Report on Not Buying the Spey
Mk-202 Engine Patent’ to the State Council and the Central Military Commission,

arguing that ‘buying a patent is not conducive to developing a domestic engine’.*3®

436 Ye, Memoirs of General Ye Zhengda, 310.
437 Chinse Aviation Industry History Office, Chronology China's Aviation Industry, 176.
438 Ye, Memoirs of General Ye Zhengda, 311.
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Ye Jianying did not accept these criticisms. On 18 May 1974, he stated, ‘My opinion is
that you should not buy more than you need. The purpose is to introduce foreign
technology and promote our own development’. On 19 May, Vice Premier Li Xiannian,
agreeing with Ye Jianying’s opinion, said, ‘I agree to buy the main part of the engine,
because ‘walking with two legs is better than walking with one leg”. On 20 June,
Minister of Foreign Trade Li Qiang wrote in a letter to Li Jitai: “This is a breakthrough
in the introduction of military technology from Western countries, which is conducive
to winning time and better adapting to the needs of the war’. He also said: ‘... For this
patent, it is better to purchase it according to the plan previously approved by the central

government’. At this point, the debate over whether to introduce Spey came to an end.**°

Discussion on the Spey engine within the British government

On the British side, economic considerations motivated the UK to sell the engine. Rolls-
Royce had gone bankrupt and been nationalised by the British government. The
company had encountered financial difficulties in developing the RB211 civil aviation
engine, so the British government actively supported Rolls-Royce in selling their
products abroad. Additionally, the British aviation business was facing competition
from the US. Sir Kenneth Keith, Rolls-Royce Chairman, asserted that US engine
companies, backed by extensive resources and government programmes, enjoyed
significant advantages. Consequently, he aimed to tap into the China market, where

Rolls-Royce had built trust through prior Sino-British civilian contracts.*

439 Chinse Aviation Industry History Office, Chronology China's Aviation Industry, 177.
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Sir Kenneth proposed selling the engine to China, sidestepping COCOM and the US,
but faced fierce resistance within the UK government. Officials dealing with USSR
affairs, including Julian Bullard from the FCO's East European and Soviet department,
strongly objected, fearing potential Soviet retaliation such as arming the IRA.**! John
Killick, ambassador to the USSR, warned that the real risk lay not in selling military
items once or twice to China, but rather in breaking Soviet trust in Britain which had

promised the USSR that its relations with China did not target any third party.*42

The FCO and MOD agreed to the sales but vetoed the proposal to leave the US and
COCOM out of the loop. James Cable, the head of the FCO’s Planning Staff, argued
that arms sales to China would not significantly alter the military balance between
China and the USSR, and that ‘the Russians have little to lose by quarrelling with us’;
the sale was not a major matter as long as the dispute would not impinge directly on the
interests of the US or of European partners. ***> Moreover, the Chiefs of Staff
committee's Defence Policy Staff reported to the Cabinet that the proposed sale of Spey
to China could incite objections from the USSR and possibly SEATO's Southeast Asian
members. They believed the sale would not destabilise Sino-Soviet relations and
considered potential US reactions, particularly regarding the application to COCOM.
The report inferred that while there might be US objections, there was room for

negotiation.**

441 FCO-21/1126, Bullard to Simmons, April 10, 1973.
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The Defence and Overseas Policy Committee (DOPC) was responsible for
investigating the possibility of arms sales. It was chaired by the Prime Minister and its
terms of reference were 'to keep under review the Government's defence and oversea
policies'. It was an interdepartmental committee of the Cabinet involving the Foreign
Secretary, the Chancellor of the Exchequer or Chief Secretary to the Treasury, the Home
Secretary, the Commonwealth and Colonial Secretary and the Minister of Defence. Its
report and conclusion would be given to the Prime Minister for approval and the PM
usually accepted the committee’s conclusion and recommendations. On 17 April 1973,
DOPC presented a report to Prime Minister Heath, proposing a revision of COCOM
rules to enable UK arms sales to China. They acknowledged that the military Spey
engine couldn't follow the same exception process as civil aircraft. The sale was seen
as a litmus test of US and allies' attitudes, impacting future Western strategic control

policies. They declared, ‘the Spey deal could break the log jam’.*4

Afterwards, the DOPC organised a working group to investigate British policy toward
COCOM. The working group aimed to answer two main questions. Do British interests
require the embargo? And, assuming the embargo were maintained, what parameters
would the British government like to see? The working group concluded that there was
a strong military and strategic case for maintaining an embargo, but that the existing

list of items should be shortened, because commercial benefits could accrue in certain

#5FC0-21/1126, DOPC(73)30, April 17, 1973, 1.
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areas from relaxations of the embargo. The group suggested reinterpreting the rules of
COCOM so as to restrict only those items presenting ‘direct threats’ to members.*4®
Heath approved the report. His approval meant that the British still sought to operate

within the COCOM structure instead of abandoning it.

Anglo-American Negotiations on the Spey Engine

At the end of March 1973, the British Conservative government officially informed the
White House that it was ready to sell the Rolls-Royce Spey Mk.202 military turbofan
engine to China. Britain would provide imitation technology and parts, hoping that
there would be no block from the US side. It was expected that China would use the
Spey engine to power new fighter-bombers and high-speed interceptors. These new
aircraft could fly at twice the speed of sound, which would be a tactical advantage
essential for intercepting Soviet supersonic strategic bombers and for air-to-ground
intruder operations.**’ Heath wrote to Nixon for US approval, arguing: ‘this transaction
is precluded by current COCOM rules but suggests that this transaction would not, in
fact, prejudice essential political and security interests - and would therefore be

consistent with the US and UK policy towards the PRC’ .48

Britain emphasised that the Spey could strengthen China's military against the USSR.

The main threat to Western Europe came from the USSR, so improving the defence of

48 FCO-21/1127, DOP(SE)(73)6, May 31, 1973, 7.

447 FC0O-21/1400, Martin to Hunt and Male, December 12, 1975.

448 FRUS/1969-1976/Vol.E-15-2, Document-221, Memorandum from Kissinger to Nixon, Washington, May 30,
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the Chinese Air Force would benefit the West.**® Additionally, the item would add very
little to China’s military capabilities and so would not undermine détente. The British
believed that even if they did not sell this type of engine to China, China would develop
this kind of engine within a few years. Peter Carrington, the British Defence Secretary,
also said that Spey would be used in China’s defence operations against the USSR.

China's arms import policy would be defensive in the short and medium term.**°

The British fear was not of violating COCOM rules, but rather of irritating the US,
which it could not afford to do. Clive Rose, of the British Embassy in Bonn, suggested
that the manner of the British approach to other COCOM partners should be left
‘deliberately vague’. ‘Provided the Americans agree, we may wish to reduce to the
minimum any element of consultation with the others’.#*! The Defence and Overseas
Policy Official Committee on Strategic Exports (DOP(SE))*? argued that if the US
administration were to waive objections, those of other countries would assume less
importance.*®® Overlooking the US stance could have substantial repercussions. The
US might halt aid to the UK, and applying Battle Act sanctions could disrupt technology

research exchanges and US cooperation with UK's computer, electronic, and other

449 USDDO, ‘State Department executive secretary Theodore Eliot, Jr. updates National Security Adviser Henry
Kissinger on specifics of a British sale of the SPEY 202 jet engine to China,’ State Department, June 27, 1973.
450 USDDO, ‘Text of a draft British delegation memorandum to COCOM regarding the possible British sale of
their SPEY 202 jet engines to China’ Department of Defense, undated.
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industries, potentially impacting other major Anglo-American interests.***

Both Nixon and Kissinger believed that the British sales to China were feasible, and
they hoped to maintain the decision-making process within the COCOM structure to
avoid giving the impression that only the US and UK had taken part in the discussion.
Nixon agreed that COCOM should maintain a smooth increase of ‘non-strategic trade’
with Communist countries, but he was dissatisfied with the rigid rules of COCOM. He
saw the contract as representing a way to damage the COCOM system.*>® Kissinger
advised Britain not to rush for success but rather to wait for the outcome of the US
debate. He stressed that COCOM did not allow the sales of sensitive equipment such
as military engines to Communist countries, and that the sales were related to the overall

adjustment of the Western world’s arms sales policy to China.**®

After receiving Nixon's positive reply, the British were reluctant to waste time
rectifying the COCOM system or shortening the list, instead hoping to bypass COCOM
to make the sale. Alec Douglas-Home, the Foreign Secretary, sent a letter to the White
House in mid-June, stating that it would not wait for US opinions and would unilaterally
sell China the Spey due to the urgent negotiations with the Chinese.*” Kissinger
indicated that the White House agreed with Britain in this regard, and it was willing to

strengthen China’s defence capabilities and support British decisions.*® However,
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Nixon still hesitated on the specific way to deal with the contract. When Kissinger asked
him, ‘should the US make a superficial opposition following the usual practice and the
current COCOM export transfer rules or directly support the UK in a low profile?’ 4%
Nixon’s response was vague. In general, Nixon agreed with British arms sales, but he

maintained that the sales needed to be discussed further within the US government.*®

Nixon’s Concerns about the USSR and COCOM

Two objections were behind Nixon’s hesitation. First, some officials worried that the
British sale could cause a deterioration of Soviet-US relations. The State Department
and the Arms Control and Disarmament Agency (ACDA), among others, were
concerned that British arms sales to China would seriously impact some of the
negotiations in progress on Soviet-US ‘détente’ treaties, including Basic Principles of
Negotiations on the Further Limitation of Strategic Offensive Arms and Agreement on
Prevention of Nuclear War in 1973. The Soviets also expressed anger directly. During
Leonid Brezhnev's visit to the US in late June 1973, the Soviet leader warned that any
Sino-US military cooperation and defence arrangements were extremely dangerous and
would have serious consequences. Kissinger denied any military cooperation with

China.*%!

In addition, Nixon was concerned that the sale could severely damage COCOM rather
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than promoting its reformation. During the détente of the 1970s, the rift between the
US and other allies over East-West trade widened. Many Western countries gained huge
economic benefits by exporting complete sets of advanced equipment and transferring
high technologies to the USSR, and so appealed to relax the embargo still further. For
example, the value of Soviet imports of Western machinery and transportation
equipment increased from $905 million in 1970 to $5 billion in 1978.%? In terms of
transfer of high and new technology, the Federal Republic of Germany was the leading
exporting country among COCOM member states. According to statistics, in 1977, 34%
of the high tech imported by the USSR came from West Germany and 17% from

Japan.*%3

In the NSC, Denis Clift, a senior assistant in charge of Soviet and European affairs, and
Robert Hormats, a senior assistant in charge of international economic and trade affairs,
strongly opposed the sale of the Spey Mk.202 and the modification of policy regarding
the transfer of sensitive technical equipment.*®* They argued that approving the sale of
such sophisticated hardware to the PRC would eliminate COCOM as an effective
embargo system, and that other partners would use the chance to significantly expand

technology exports to the USSR, which could cause the collapse of the whole embargo.
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Kissinger expressed his affirmative opinion on Britain’s Spey sales and hoped that
Nixon could overcome the opposition to facilitate them. He pointed out that even if the
US and COCOM objected, Britain would nevertheless sell Spey to China, which was
beneficial to US China policy. The US, Kissinger argued, should further adjust its
technology transfer policy to China, and it should relax the limitation on exporting non-
strategic technical equipment. Kissinger suggested that Nixon issue a Presidential
directive to suppress opposition as much as possible, although the US would not
publicly approve. He believed Defence Secretary James Schlesinger would follow his
advice and quell opposition within the Defence Department. Finally, Nixon instructed
that the US acquiesce in completing Britain’s arms sale instead of expressing public

disapproval.*®®

The Use of ‘Exception Procedures’ for the Spey Engine

Based on Nixon’s final decision, Kissinger emphasised to Chinese Director of the
Liaison Office in the United States, Huang Zhen, in San Clemente on 6 July, 1973, that
‘we will do what we can to encourage our allies to speed up requests they receive from
you on items for Chinese defence’. Furthermore, Kissinger relayed Nixon's opinion on

the Spey sales:

You have asked for some Rolls-Royce technology. Under existing

regulations, we have to oppose this, but we have worked out a procedure

465 USDDO, ‘National Security Adviser Henry Kissinger informs President Richard M. Nixon of his support for
the proposed British sale of its SPEY 202 jet engine to China,” White House, undated.
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with the British where they will go ahead anyway. We will take a formal
position in opposition, but only that. Don't be confused by what we do
publicly. In the future, now that we have our military establishment
understanding the problem, we can handle these problems in a different

way, 466

After obtaining Kissinger’s and Nixon’s approval, the British sought to utilise the
‘exception procedure’ to complete the export. On 9 July, 1973, Douglas-Home informed
the UK’s allies about the issue. The British government believed that it was beneficial
for the West to develop a closer relationship with China and allow it to participate in
international affairs. The British government had concluded that the deal would not
undermine the West’s basic political and security needs and would fully align with what
their allies now saw as an appropriate attitude toward China.*®” A week later, Britain’s
delegation officially applied to COCOM that ‘the UK Authorities, therefore, wish to
approve this export as an exception to the embargo and would be grateful for views of
member governments by August 3 1973’ 4% Although West Germany, France and Japan
had reservations and the US officially objected, the DOP (SE) estimated that there was
‘unlikely to be a very hostile reaction’ from other governments to the case and the US
objection was possibly for ‘presentational reasons’.*®® In this way, British arms sales

would be a unilateral action instead of one taken by ‘the West’, so the US could avoid

466 FRUS/1969-1976/Vol.18, Document-41, Memorandum of Conversation, California, July 6, 1973.
467 FCO-21/1127, Telegram from Douglas-Home to Paris, July 9, 1973.

468 FCO-21/1128, “Memorandum by the UK Delegation,’ July 16, 1973, 1.

469 CAB-148/138, DOP(SE) (73)6th meeting, August 30, 1973, 1.
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Soviet retaliation and strong responses from Congress while preserving COCOM’s

future.

The Heath government, as well as the subsequent Wilson and Callaghan governments,
decided to use the exception procedure to complete arms sales to China. On 11
December, 1973, Rolls-Royce President Sir Kenneth Keith went to China to continue
Sino-British negotiations. The British side sent envoys to the US and major European
countries only to inform them of the process rather than to seek opinions.*’°
Concurrently, the Chinese bargained sternly: reducing the engines ordered from 200 to
50. The DTI created an unprecedented 'export authorisation' to alleviate Chinese
concerns over export licensing. The Chinese amplified pressure on the Rolls-Royce
negotiation team, repeatedly scrutinizing terms, creating obstacles over minor issues,
and unnecessarily pressuring the British for time.*’! Edward Youde, UK Ambassador
to China, was aware that the aggressive Chinese approach represented a psychological
warfare element and showed concern on the part of the negotiators if the deal failed or
did not give the desired benefits. However, over the years it became evident that this

was the normal Chinese bargaining strategy for such contracts.*’?

On December 12, 1975, after long and arduous negotiations, Britain and China

formally signed a contract in Beijing to transfer the Spey Mk.202 military engine and

40 FCO-21/1717, OD(79)5: Defence Sales to China: Future Policy, June 1979.
471 John Fisher et al., The Foreign Office, Commerce and British Foreign Policy in the Twentieth Century, 533.
472 Ibid.
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its production technology. Both parties agreed that Spey would be introduced by the
China National Technology Import Corporation and handed over to the Xi'an Aircraft
Manufacturing Factory for licensed production. The British provided the first 50
prototype engines and related technologies and equipment for production and testing.

The contract was valued at £90 million.*"®

After Spey: Western European Attitudes towards Arms Sales to China

When China introduced its open-door policy after Mao, large-scale connections with
Western Europe were established. The Chinese and the Western Europeans viewed their
steadily expanding relationship from very different perspectives. For Beijing, two
considerations were dominant: rapid economic development and greater security vis-a-
vis the Soviets. In the security area, Beijing made clear at every opportunity the
importance it attached to containing the Soviets and its concern that weakness in the
North Atlantic Alliance was undermining this effort. For the Europeans, there were
many secondary motives, but the driving force was commercial. Few Europeans
suffered from the illusion that there was a vast and easily exploited market in China,
but they all knew that significant opportunities did exist; and given Western Europe's

economic situation, the opportunities looked particularly enticing.*’

Although Britain had sold the Spey military engine to China, there was no organisation

readily available to structure and facilitate Western European arms sales towards China.

473 FCO-21/1400, Lush to Indelicato, December 10, 1975.
474 PREM-16/1535, ‘British defence sales to China,” March 16, 1978.
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This led some Western Europeans to suggest that, to the extent they consulted one
another on arms sales to China, they should do so in the European Community (EC).
Others had thought that specific arms sales could be considered by COCOM.*"
However, neither the EC nor COCOM could properly address the military dimension
of the subject, which led to NATO being considered. From the Western European point
of view, NATO was far from the ideal forum, because deliberations would be heavily
influenced by the US. A common NATO policy for selling arms to China would not

necessarily coincide with an ideal common European policy.

Another problem was that NATO, being a comparatively loose association of states,
found it difficult to arrive at common external policies. Common arms sales policies
were particularly difficult to achieve because national economic and security interests
were involved. To the extent that security considerations entered Western European
countries’ calculations, the lessons they drew were ambivalent. They recognised that
bolstering the Chinese made sense in terms of the international power balance - and
could also open up diplomatic opportunities for them in their relations with the Soviets.
At the same time, many of them were concerned over the possibility of an adverse

reaction from Moscow.*®

Western European ambivalence was most evident in arms sales, which were lucrative

475 FOIA/General CIA Records, ‘Western Europe Review,” National Foreign Assessment Center, December 20,
1978, 1.
476 Tbid. 2.
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and appealing for those advocating for a stronger China to balance the Soviets. Yet,
these deals risked a negative Soviet response. This dilemma was clear in West
Germany's policy. The Soviets subtly cautioned West Germans against overstating
potential economic benefits from China's openness to Western Europe. The Social
Democrat-Free Democrat government in Bonn, denying any intention to use China
against the USSR, showed concern over potential Soviet economic retaliation for the
escalating West German economic ties with China.*’” However, opponents, like the
Christian Democrats and Christian Social Union, favoured a more relaxed arms sales
policy from 1976. Certain Foreign Ministry officials even unofficially supported
Chinese military delegation visits in May-June 1978, occasionally co-sponsoring with
German commercial and industrial associations. West German private industry had
clearly become more interested in the Chinese market but was still reluctant to do any

deals without the West German government’s approval.*’8

Italy and France were the two Western European countries besides the UK that were
interested in selling arms to China. However, owing to the close connections between
the Party of Italian Communists and the Soviets, Italian arms sales were severely
restricted. The Italian Communist Party (PCI) hoped to improve their ties with the
Chinese without needlessly antagonising Moscow. The PCI’s policy was prudent, but it

still wanted to make arms deals with Beijing, mainly for defensive weapons.*’”® French

477 Tbid. 28.
478 Ibid. 25.
479 Tbid. 38-9.
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arms sales policy aimed at balanced cooperation with both China and the USSR,
without exploiting their conflict. Thus, France did not intend to jeopardize its
relationship with the USSR for the benefit of China. When Chinese Foreign Trade
Minister, Li Qiang, visited the UK and France in 1977, France sought to condition
military sales on economic ones, offering sophisticated technology like anti-tank
missiles and advanced radar. However, after a stern Soviet response to these military
supplies to China, France reassured Moscow that its choices were merely from a

Chinese wish-list without any intention to aid China's strategic aims.*

The Origins of the Harrier Aircraft Deal

While the Spey deal advanced rapidly, the UK and China initiated another arms sales
negotiation on the HSA Harrier fighter aircraft, but the deal was suspended during the
Heath government. On 13 November 1972, Chinese representatives had secretly
expressed willingness to import 200 Harrier aircraft during the ceremony for the British
delivery of the Trident aircraft.*®! It was the first time that China expressed interest in
the Harrier, prompting the HAS Chairman to seek Heath's approval. In January 1973,
the PRC’s Foreign Trade Minister, Bai Xiangguo, admired the Harrier's capabilities at
a Hatfield airshow. Later in June, Chinese Foreign Minister Ji Pengfei reiterated
China's desire to acquire the Harrier to the UK's Foreign Secretary, Alec Douglas-

Home.*®? China hoped to buy the Harrier aircraft because it could provide close air

480 BT-241/2806, the USSR and French sales to China, December 10, 1977.
481 FC0-21/1123, Kay to Marshall, November 7, 1973.
482 FCO-21/1123, Stern to Hugh, October 26, 1973; FCO-21/1123, Gahan to Alston, February 28, 1973.
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support in the border conflicts with the USSR. Such vertical take-off and landing
(VTOL) aircraft were less reliant on airfields, which were fairly scarce on China’s

north-west border.

Before Heath visited the US in January 1973, British officials attached the Harrier sales
as an essential issue on Heath’s briefing points. The British anticipated that the deal
could face more impediments than the deal for Speys because the Harrier was more
‘offensive’. The British argued that the order would be of great economic value to the
UK and of enormous importance in the ‘Great Power Game’. Additionally, it would not
redress the balance on the Sino-Soviet frontier in favour of China. It would not add to
China’s existing superiority over India, Taiwan and Hong Kong. Psychologically and
strategically, it could be enormously important to involve China more closely on the
Western side show Beijing that it would not stand alone in any confrontation with the

USSR.*8

The US did not respond to the British proposal immediately, but the deal irritated the
Soviets. The Soviet Embassy had informally made their disquiet at the reports of
Chinese interest in the Harrier known to the FCO. Pravda warned the British that
Moscow would see the sale of Harriers as an ‘anti-Soviet act’. George Walden, the First
Secretary at the Soviet Desk in the FCO, argued that it would undoubtedly be a new,

negative element in Anglo-Soviet relations, which were still recovering. Nina

483 FCO-21/1124, Hockaday to Jones: Annex-C, January 10, 1973.
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Voshchankin, a Counsellor at the Soviet Embassy, had twice reminded the British of
the seriousness with which the USSR viewed the possibility of such a deal.*®* The
British decided to advance the deal further, authorising the HSA to negotiate with the
Chinese. Additionally, in February 1973, Peter Carrington, the British Defence
Secretary, publicly stated in Tokyo that he was not opposed to arms sales to China, and
the British government did not rule out the possibility of selling Harrier aircraft to

China.*®

However, Carrington’s public statement was more tentative than definitive because
Britain was insufficiently determined to push the deal further under pressure. Heath told
the MOD to make clear to the Chairman of HSA that the prospect of government
agreement to the sale of Harriers was highly uncertain, and that he should be careful
not to raise any false hopes among the Chinese.*®® The FCO determined that if the US
reaction were ‘completely unfavourable ... we would probably have to give a negative
answer to the Chinese’.*8” The DOPC organised a working group to assess whether the
commercial advantages outweighed the political objections. On the one hand, it was
difficult to give up a deal worth £400 million - and that ‘might eventually be double
this’. On the other hand, NATO allies as well as India, Australia and New Zealand
objected to the deal, so allied opposition, which was stronger than that raised against

the Spey deal, did not permit Britain to follow its course. The working group did not

484 FCO-21/1123, Walden to Gahan, March 2, 1973.

485 FCO-21/1123, Reuter’s News, February 14, 1973.

486 DEFE-5/195/18, ‘Defence Implications of the Sale of Harrier Aircraft and Spey Aircraft Engines to China,’
April 11, 1973.
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give a specific recommendation, and it suggested only that Britain’s next step would

depend on US reactions.*®

The Suspension of the Harrier Aircraft Deal

Beijing did not make a firm request for Harrier aircraft until 1977, which confused the
British. The British also had less motivation to push for the sale because the Harrier
deal would distract from - and might even jeopardise - the Spey deal under
negotiation.*®® China's silence stemmed from complex reasons, including economic
constraints. First, China lacked the foreign currency for the aircraft, as it was increasing
its gold reserves. In mid-1973, Treasury Minister Chen Yun predicted the collapse of
the Bretton Woods system, leading to a surge in the gold price. Given the US dollar's
decoupling from gold and decreasing price ratio, Chen Yun suggested to Vice Premier
Li Xiannian that China should buy some gold instead of foreign currency that would be
devalued. This proposal was adopted by the State Council, directing departments to use
foreign currency to buy gold.*®® China’s gold reserves nearly doubled, from $7 million
in 1970 to $12.8 million in 1974, but this move exhausted its foreign currency

supplies.*!

Secondly, internal Chinese politics significantly contributed to the delay. In 1968, the

Air Force recommended solving the issue of short-range vertical take-off fighters in a

488 FC0-46/925, DOP (SE) (72)17, December 11, 1972, 1, 11-2.

489 Fisher, The Foreign Office, Commerce and British Foreign Policy in the Twentieth Century, 534.
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491 Su Ning, Chinese Financial Statistics (1952-1996) (Beijing: China Finance and Economics Press, 1997), 203.
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report to the Military Commission and the National Defence Science Committee. In
1969, Lin Biao directed the Air Force to focus on developing helicopters and transport
aircraft. Following this, Cao Lihuai, Air Force Vice Commander, advocated for
accelerating these designs and researching vertical take-off and landing aircraft.
Subsequently, Lin Liguo, Lin Biao’s son and Deputy Director of the Air Force
Operations department, approved Cao’s project. The Third Ministry of Machinery
Industry initiated the ‘No. 4 project’ programme, with the 601 Institute staff, developing
the J-8, forming most of the working group. One of the military experts Ye Zhengda

complained that:

Lin Liguo saw the idea from some foreign expansion films, so he ordered
us to develop it. We have not conducted exploratory research on VTOL
technology. It is not a bad idea if it is only used as pre-research. However,
Lin Liguo ordered the pre-research without any technical reserves due to
political needs. The subject was changed to model design trial production,

and it was to be launched on July 1, 1971.4%?

After Lin Biao’s attempted escape in 1971%%, the No. 4 project Leading Group held its
12th meeting on 25 March, 1972, which criticised his crime of destroying the aviation

industry and intervening in the No. 4 project and examined the ‘subjectivism’ and

492 Ye, Memoirs of General Ye Zhengda, 238.
498 See footnote 425 above for details of Lin Biao incident. He attempted to escape from China to the USSR on 13
September 1971 but his plane crashed in Mongolia.
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‘unrealistic’ errors in the development of the VTOL aircraft. This meeting also affirmed
the enthusiasm and achievements of the cadres, technicians and workers who
participated in developing the No. 4 mission. At the same time, it pointed out that
vertical take-off and landing aircraft lacked basic research and technical reserves in
China, and it was impossible ‘to make a fighter aircraft for combat use in a short period’.
It suggested that No. 4 project should not be included in the national development plan
as it was still ‘a scientific research project in the early stage.’*®* This was tantamount
to declaring that the project had failed, and any plans for introducing VTOL technology

and aircraft were postponed.

Competition From Other Western Countries

The British were sensitive to Sino-French relations. Trade between France and China
in both directions has been greater than that between Britain and China in the previous
few years, and the gap seemed to be growing. In 1976, French exports to China were
$355 million, while their imports were $194 million; British exports to China were $123
million and imports were $153 million.*®® The British Prime Minister, James Callaghan,
was alarmed about the development of Sino-French relations. The Prime Minister even
said that the Chinese were ‘silly’ in believing that the French were more receptive.*%

In November 1977, Foreign Secretary David Owen advised the PM to enhance arms

sales to China, to bridge the gap between Sino-British and Sino-French relations. He

494 Tbid. 239-40.
495 PREM-16/1535, Owen to the PM, November 18, 1977.
4% PREM-16/1535, ‘UK/Chinese relations and Franco/Chinese relations,” October 24, 1977.
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suggested France's anti-US reputation might earn Beijing's favour over the UK's close
US ties. With COCOM and the Anglo-American relationship, the UK lagged in
competing for Chinese arms contracts. Richard Holbrooke, Assistant Secretary for Far
Eastern Affairs, also feared France might outpace the UK and US by authorizing sales
in 'grey' areas. British MOD officials prepared a paper with proposals on cooperating
with the Chinese in these fields without compromising other political relationships,
especially with the US. Owen was inclined to take a tough line with the US if they were

too restrictive.*®’

The British were also concerned about US competition. The British ambassador to
China, Percy Cradock, found that although the Carter administration hesitated to allow
the allies’ arms sales, US arms companies aggressively pursued them. The British
advantage in this respect was temporary and already diminishing. “® DTI also
recognised that British Harrier deals faced competition from American companies,
although the US officially objected to the sales. It argued that the seriousness of the US
threat depended on the importance the Chinese attached to early deliveries. Although
the US would not wish to consider producing the basic Harrier, they could offer a
superior version of the aircraft some three years after the UK could supply the current

variant. Delaying a decision thus eroded the main UK advantage.*®®

497 PREM-16/1535, Owen to the PM, November 18, 1977.
4% PREM-16/1535, Cradock to the PM, July 31, 1978.
49 PREM-16/1950, US competition for Harrier sales to China, January 3, 1979.

207



The Adjustment of British Arms Sales Policy

Competition accelerated the formation of British policy. From 1975, the Spey deal
triggered more Chinese interest in British arms, including a marine Spey,*® anti-tank
missiles and aircraft. Foreign Secretary David Owen and Defence Secretary Fred
Mulley asked officials to prepare a joint paper on defence sales to China in late 1977.
In April 1978, the report was presented to Prime Minister James Callaghan. It suggested
using the defence and aerospace industries to open up a more comprehensive export
drive to China. In terms of COCOM, the document emphasised the policy line taken in
the Spey case: The UK should discuss arms sales with other partners, but if the
industrial and commercial benefits overrode the diplomatic difficulties, the UK could
bypass COCOM.**! Prime Minister Callaghan approved the document in the DOPC
meeting on 21 June 1978. The British arms sales policy toward China would be taken
on a case-by-case basis. This decision meant that the British officially confirmed a
framework for arms sales to China. The arms sales policy explicitly targeted

commercial interests and covered only defensive arms.*%

Economic Motivations and Consensus in the Labour Government
Few internal objections were raised against the policy during the decision-making
process. The main British departments and ministries involved in the matter, including

DTI, MOD and FCO, all supported the policy. They recognised that China would likely

500 A version of the Spey optimised for use in maritime environments, such as by aircraft operating from an aircraft
carrier.

501 Fisher, The Foreign Office, Commerce and British Foreign Policy in the Twentieth Century, 540.
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never become one of Britain’s major trading partners but, at a time when world trade
prospects were uncertain, it could offer a steadily expanding market for British
industrial goods. The contracts that individual companies could hope to obtain might
be large ones, and some would be in those areas of acrospace where competition with
the US and France elsewhere in the world was at its fiercest. The UK could not hope to
compete on an equal footing with the Japanese, but the government reasoned that
British goals regarding China’s economic interests should be able to match the

performance of major Western powers.>%

Economic benefits came in two forms: the profits obtained directly from arms sales,
and the civilian contracts indirectly brought about by arms sales contracts. Aircraft and
aircraft engines valued at £28.5 million (including the Spey and Trident contracts)
formed a major part of the UK’s total trade with China. The percentage of the two
categories in total exports had risen from 34% in 1975 to 55% in 1977. Excluding
exports of engines and aircraft, UK trade with China would have had a deficit of £63.3

million in 1977.504

Employment resulting from arms sales was also a substantial economic interest. Britain
faced intractable economic problems: unemployment doubled between August 1974
and December 1975 and then continued to increase; the British pound's value

plummeted, creating a massive balance of payments problem; inflation rose to

503 Fisher, The Foreign Office, Commerce and British Foreign Policy in the Twentieth Century, 538-9.
504 pPREM-16/1535, British defence sales to China-Annex 2, March 16, 1978.
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unprecedented levels; and economic growth remained sluggish.’® The British historian
Mark Phythian argues that the employment issue was the preferred way of justifying
British arms sales policy.>® There is also evidence that the Callaghan government was
pressured by industry to increase arms sales to China. For example, Roy Grantham, the
General Secretary of the Association of Professional, Executive, Clerical and Computer
Staff, argued that arms sales to China would significantly support the industry and make
the best use of its existing resources. In addition to the benefits to British Aerospace
and Rolls-Royce, the advantages for other major suppliers in the industry would be
substantial. Taking Chinese orders would create or maintain more than 10,000 jobs in

the UK.5Y

Moreover, the British government conditioned arms sales on civilian goods sales in the
same way as other European countries. Sino-British trade had lagged behind France
and West Germany for a long time, but in 1976, civilian Italian exports to China also
exceeded those of the UK.’ The British government believed that arms sales could
improve political ties with China and thus contribute to increased numbers of civilian
contracts. The Department of Trade claimed, ‘we do not have the competitive edge that
will enable us greatly to improve our relative trade position with China unless we can
establish a political advantage as well’.>® On 6 January, 1979, Callaghan announced

that the government had now reached the stage where Britain was interested in

505 Rhiannon Vickers, The Labour Party and the World: Labour s Foreign Policy since 1951. Vol.2. (Manchester:
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contributing to the modernisation of China. However, the British government was

unwilling to be solely an arms supplier.>%

Visit of Edmund Dell to China, August 1978

Secretary of Trade Edmund Dell made a successful visit to China in August 1978. He
considered that in light of the generally more open attitude of the new Chinese
leadership towards foreign trade, there was a genuine desire to see a significant increase
in their trade with the UK. He even suggested that British exports to China might aim
for a three- or four-fold increase in the next three years. China was prepared to open
new trading opportunities to the UK and confident in the general British intention to be
a supplier of military equipment.®'® The FCO supported his suggestions. Owen wrote
to the PM about expanding the Sino-British exchanges, including making further high-
level political contacts, exploiting commercial openings and cultural and science
communications, and making defence sales. Owen reiterated the importance of arms
sales in the relations. “We shall have to accept that the Chinese regard our attitude to

arms sales as an indication of how seriously we take our relationship with them’.%!

Divergences between the Labour Government and Parliament
Although the British Parliament lacked the power to intervene in arms sales, significant

opposition came from MPs. The 1939 Import, Export and Customs Powers (Defence)

509 Birmingham Daily Post, January 6, 197
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Act empowered the British government to control arms sales, excluding Parliament
from decisions. Yet, during the 1970s, the Labour Party, particularly its left wing,
vocally opposed arms sales to China in Parliament. This posed a problem for Callaghan,
as nationwide Soviet suspicion meant that being labelled pro-Soviet by the
Conservatives due to their opposition to a China-favourable arms deal could hurt the
government’s standing.®'? As British historian Ed Hampshire pointed out, Robin Cook,
a young backbench MP who was the most insistent parliamentary campaigner for
reducing arms sales, presented the Labour Party’s opposition in Parliament to the arms
sales to China. Moreover, during this period, both the MOD and FCO received signed
petitions from Labour MPs, church groups and local politicians protesting British arms

sales to undemocratic regimes.’*

The debate between the Labour government and the Labour party in Parliament
originated in the early 1970s. In the election of October 1974, the Labour Party took a
left-wing position on defence issues and promised a reduction of nuclear weapons, but
the Labour government failed to deliver on these promises. In the 1970s, there was a
growing rift between senior Labour ministers and party activists and backbench MPs.
Eventually, the Labour party found itself juggling two different defence policies: one
voted for by activists at the annual conference, linking arms sales with human rights;

and one based on pragmatic interests that the Labour government implemented.>'*
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The Conservatives, the party out of power, favoured strengthening China primarily as
a counterweight to growing Soviet power as long as the Chinese did not pose a threat
to the security of Britain or Western Europe. For this reason, they expected to see major
agreements concluded, and accused the Callaghan government of deliberately dragging
its feet on the Harrier deal for fear of the Soviet reaction. Robert Adley, MP for
Christchurch and Lymington urged Secretary Owen to make a statement that Britain
was ready to sell Harriers to China without political objections and would not be

impeded by US opposition to Soviet pressure.>!®

During a debate in the House of Lords on March 22, 1978, Fred Peart announced the
government's policy on defence sales to China. The government would be prepared to
consider requests by China for British defence equipment on a case-by-case basis
consulting the USA and COCOM before taking any final decision. The statement was
timely as there was considerable pressure from industry and their supporters in
Parliament to be forthcoming on trade with China. Some MPs argued that industry
would like to pursue contracts for Harriers, Swingfire,'® marine gas turbines and many
other items. There was the danger of a severe anti-climax if no progress was made in
the defence equipment area. The industry had strong concerns that the French and others

would beat them to the punch.>!’

515 BT-241/2806, Parliamentary question, November 10, 1977.
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Strategic Considerations in British Policy

Beyond commercial interests, the Callaghan government also recognised a strong
China as an important force in the global geopolitical landscape. In order to counteract
the accelerated global expansion of the USSR since 1977, prompting Moscow to respect
détente and promote the second phase of the negotiation on the SALT, FCO believed
that the Chinese strategic concept had not changed from being entirely defensive, so
strengthening China’s power would promote global stability.>'® Hua Guofeng praised
the British position when the Chief of the Defence Staff (CDF) delegation visited China
in April 1978. He commented that Sino-British relations had been growing closer since
1972, and he agreed to send a Chinese military delegation to visit Britain. He also

emphasised his interests in British advanced technology and military equipment.>*°

At this time, Hua Guofeng still controlled the leadership in China and his pro-Europe
attitudes advocated the further development of British arms sales to China. The Chinese
Vice Chief of Staff, Yang Yung, said that the Chinese would follow the self-reliance
policy but would also learn from the UK and prepare to introduce defence equipment
including marine propulsion units, Harriers, and anti-aircraft and anti-tank guided
missiles.>?° Neil Cameron, a member of the CDF, claimed that the USSR was Britain’s

‘No. 1 enemy’. These remarks alarmed the Soviets, who registered much stronger
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opposition to Western arms sales to China than they had on the Spey deal. Callaghan
said: ‘Sir Neil's remarks should not be regarded as an attempt to extend or change
government policy in any way’.>?! But Moscow claimed that the British government

did not fundamentally deny the anti-Soviet statement.>??

Callaghan tried to placate the Soviets. He said that he did not think arms sales to China
were seen as a means of exerting pressure on the Soviet regime. Therefore, he
emphasised that Britain would not sell offensive arms to be used against the USSR %%
The concerns about Soviet threats within the British bureaucracy and the pro-Sovietism
of the Labour Party caused the government to be labelled weak on foreign and defence
policy by the Conservatives, who asserted that Labour could not be trusted with the
nation's security. As they stated, the Labour government did not complete any arms
sales with China, except the Spey deal, which was confirmed during Heath’s

Conservative government.>*

Soviet Responses to Sino-Western Military Ties

Moscow had ample reasons to be anxious about Sino-Western military ties and the
possible increase in China's military capabilities. To maintain the military balance in
East Asia, by 1979, a high command had been established for the Far East theatre of

operations. This command was alleged to exercise authority over the Far Eastern,
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Siberian, and Transbaikal Military Districts, which included Soviet forces in Mongolia.
The threat of strategic weapons of mass destruction was made more evident to China
through the deployment of the SS-20 IRBM and the Backfire bomber after 1978. The
naval build-up was further highlighted by the temporary stationing of the antisubmarine
warfare (ASW) carrier ‘Minsk’ and the large troop carrier ‘Ivan Rogov’ in Vladivostok
in 1979.%%° On 27 December 1978, Brezhnev sent a letter to Western countries,
including the US, France, Italy, the UK and West Germany, before the NATO meeting
in Guadeloupe in January 1979. He warned, ‘the strengthening of détente and the line
of arming China are incompatible. The latter leads to undermining the foundation of

the former.’%

In fact, this letter bolstered Western attitudes towards arms sales rather than halting
them, because the West was very willing to see Moscow pay more attention to East Asia
instead of Europe. Though causing some issues within the British government,
Callaghan ultimately declared his commitment to Chinese arms sales at the NATO
meeting. This stance won the support of French President Giscard, who subsequently
announced French defensive arms sales plans, speeding up negotiations with China on
anti-tank missiles. The Italians, seeing the benefits of reintegrating China into the global
community, also considered defence exports to China. Despite not seeking to sell arms,

both West Germany and the US concurred that China could enhance global peace and
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stability, and arms sales to China could deepen Sino-Western relations.>?’

US Approval of British Harrier Deal

While abandoning the Harrier jet was a sensible decision in 1973, China's 'leap outward'
policy from 1977 to 1980 broadened its interest in foreign arms. The topic of Harrier
imports resurfaced during a British industrial delegation's visit to Beijing in November
1977. Chinese Vice Premier Wang Zhen met the delegation and expressed China's intent
to acquire the Harrier fighter. Rather than the 200 aircraft proposed in 1973, Wang Zhen
suggested buying 70 aircraft along with a production licence. Minister of Foreign Trade,
Li Qiang, assured the British that aircraft importation was under serious
consideration.®?® Early in 1978, Chinese Defence Minister Zhang Aiping, in charge of
Chinese arms imports, led a military delegation to the UK. China requested the UK to
supply 10 aircraft in the first year and 20 annually thereafter. Following the delivery,
China would acquire a licence for in-country production of the aircraft and engines.
The Chinese estimated the contract cost to not surpass £1 billion, encompassing 70

fighter jets, spare parts, and the production licence authorization fee.>?°

Upon the PM's decision for a case-by-case approach on June 12, 1978, the UK
government promptly consulted the Carter administration about the deal. Callaghan

informed Cyrus Vance, Secretary of State, that the UK did not see major strategic or
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security concerns with the deal, and hoped the US would not object in COCOM.
However, Carter's hesitation and bureaucratic tensions between Vance and Zbigniew
Brzezinski, the National Security Affairs Assistant, delayed the response. The FCO
confirmed that the Harrier deal would face complications as Carter had suggested that
the US might have to voice objections in COCOM.**° On the other hand, the Chinese
emphasised to the British that Brzezinski and Frank Press had promised that the US
would not object to the Harrier deal and suggested that Sino-British trade would depend

on British willingness to sign the contract.>3!

Beijing’s pressure and US hesitation put Britain in an embarrassing position. China
regarded the deal as a ‘touchstone’ that could be used to test British determination
within Sino-British relations. The inconsistency of the US forced the British
government to wait for the final outcome of the bureaucratic clashes in Washington.
The British believed that Brzezinski’s opinion would prevail, so they focused on
lobbying Secretary of Defence Harold Brown regarding the marine engines.>*? Owen
instructed the British Embassy in Washington to urge the Americans to give the British,
without further delay, a favourable political decision and not to create difficulties when
the matter was put formally to COCOM.>® At the same time, Percy Cradock, the British
ambassador to China, suggested to Whitehall that China should be upgraded to the

British world priority list because China had turned to the West.>** The suggestions

530 PREM-16/1535, DOP(78)14, June 19, 1978.

531 PREM-16/1535, Dell to the PM, July 28, 1978.

532 pPREM-16/1535, Mulley to the PM, July 31, 1978.

533 PREM-16/1535, Owen to the PM, August 1, 1978.

534 PREM-16/1535, Telegram from Cradock to FCO, July 31, 1978.

218



piqued Callaghan’s interest, but he requested that Sino-British relations ‘hasten slowly’
because the PM did not want to make decisions until he had received the US

response.’®®

Brzezinski’s successful visit to China in May 1978 relaxed US concern about European
countries’ arms sales. The US Secretary of Defence, Harold Brown, telephoned the
British Defence Secretary to say that he had talked to Vance and Brzezinski. Under
Carter’s direction, the US administration would adopt a low profile on the British arms
sales to China in general as they had done for the Spey deal a few years earlier.>® This
was a good signal for the upcoming Harrier deal. In October 1978, the PM privately
conversed with Brzezinski to learn the US attitude. Brzezinski told him that the US
position on relations with China was identical to the UK’s position. Brzezinski stressed
that he was speaking purely personally, and he did not himself believe that the sale of
UK Harriers to China would be a bad thing although the Harrier could be regarded as
an offensive weapon. So the administration would probably no longer discourage the

sale of weapons to China.>®’

Application of the ‘Exception Procedure’ to the Harrier Aircraft Deal
In early 1979, Callaghan ignored Brezhnev’s warning and approved negotiating the

Harrier contract with the Chinese. Furthermore, Eric Varley, Secretary of State for
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Industry, was dispatched to visit Beijing in February. He told Callaghan that China’s
open-door policy could give the UK opportunities to achieve its commercial objectives,
and Hua Guofeng urged the British government to make a promise on the Harrier.
However, the proposal was opposed in the House of Commons. Frank Allaun, a left-
wing Labour MP, claimed, ‘that the International Committee, while welcoming non-
military trade and contacts with China, opposes the supply of Harrier jets, since
notwithstanding facile and over-confident denials - this supply will undermine the
prospects for East-West peace, détente, halting the arms race and SALT agreements. It,
therefore, asked the government to reconsider the proposed Harrier deal’. Ron Hayward,
the General Secretary of the Labour Party, told Callaghan that the party had agreed to
defer consideration of the motion and to ask him for the government’s policy on the

supply of arms.>®

Callaghan resisted opposition and aimed to progress Harrier sales negotiations as part
of a balanced trade package. He told the Commons that selling defence items to China
- ensuring each case was meticulously evaluated in terms of British international
obligations — would not disrupt ongoing efforts towards international arms control and
disarmament agreements like the Comprehensive Test Ban Treaty, then under active
negotiation with the Soviets and Americans in Geneva.>*® Finally, the government
confirmed the first list of arms sales to China, including image intensifier tubes, ICS 3

(Marconi Communications Systems), SFCS 600 (Marconi Radar), MEL-Night Vision
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Equipment, FACE and Morcos (Marconi Space and Defence Systems); all that

remained was to wait for US approval.>*

However, the Carter administration did not act as Brzezinski's private message to the
British suggested but kept silent on the issue from February to April 1979. In essence,
the US did not want to amend COCOM rules or discuss any special arrangement for
China in COCOM or in NATO. The UK was, in effect, left with a choice between
suspending arms sales to China or notifying other COCOM partners ad hoc and
bilaterally in capitals on each item as it came up.’*! West Germany, Canada and Japan
insisted on proceeding through COCOM, whereas France agreed that British sales
could proceed outside COCOM. Finally, in June 1979, the Carter administration tacitly
acquiesced to the UK’s request to make such sales outside COCOM. The UK could

notify other countries without considering their opinions on relevant cases.>*?

The failure of the Harrier deal

After the Labour government’s defeat in the general election of May 1979, Callaghan
could not push the deal with China, though the US had essentially approved it. In
August 1979, HSA set the Harrier's sale price at £5.5 million, excluding spare parts,
simulators, training, or weapons. Each plane effectively cost around £10 million. China

requested the British government's intervention for price reduction, leading the
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company to give a 2.5% discount. But China demanded a minimum discount of 7.5%,
stating that under current prices, they might only import 20 to 30 aircraft.>*® At the same
time, China began to ask to purchase the US-made F-16 third-generation fighter from
the US. France’s Dassault company sought to sell 50 Mirage-2000 fighter jets to China,
and France told Britain it would attempt to sell the Mirage 2000 if the Harrier deal was

concluded successfully as this would show that military sales to China were possible.’*

Ke Hua, the Chinese ambassador to the UK, also stressed to the British that, given the
situation in Afghanistan following the Soviet invasion in December 1979, the UK
should reduce the price. Once the British company cut the price significantly, the
Chinese government would immediately sign the contract. In January 1980, Vice
Premier Geng Biao complained to visiting US Defence Secretary Harold Brown that
the Harrier had a limited range and was too expensive. The price was the main
impediment to the deal, and when Secretary of Defence Pym visited China in early
1980 the Chinese informed the British that they were cancelling the deal. Beijing’s
decision to purchase neither the British Harrier nor the French HOT antitank missile,
ostensibly for economic reasons, dashed West European hopes for a lucrative arms
market in China. The ‘leap outward’ movement had lost some of its impetus in China
by 1980. The military budget in 1980 was 13% less than 1979, so China could no longer

afford such an expensive weapon.>*
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The Harrier deal signalled Beijing’s window-shopping tactics in arms importation.
Although there had been some interest among Chinese bureaucrats in concluding
substantial arms packages, Beijing's extensive window-shopping was also intended to
extract as much free technical information as possible. Thus, the primary obstacle to
major weapons transactions remained the gulf between China's interest in acquiring
technology and production rights at low costs, and the West European desire to sell
large quantities of finished items. Beijing repeatedly used the same tactic in the 1980s,

as will be further discussed in the next two chapters.

Conclusions

Throughout the 1970s, the UK had wanted to strengthen Sino-British relations, and the
split between China and the USSR gave the UK greater impetus to do so. From a
political point of view, the UK believed that the Sino-Soviet split was beneficial to the
relationship between China and the West. In addition, the UK also believed that the
security of Hong Kong could be guaranteed, because China had to pay more attention
to the Soviet threat from the north. Britain’s Chinese arms sales policy was driven
mainly by economic interests, which was the main thread throughout the 1970s.
Whether it was Heath’s Conservative government or Callaghan’s Labour successor,

British ministers all hoped to gain economic benefits through arms sales.

The DOPC (Defence and Overseas Policy Committee) played an important role in the
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UK’s arms sales decision-making process. Government departments such as the MOD
or FCO could propose arms sales to the DOPC, and after approval by the Prime Minister,
these proposals would be discussed in the DOPC. The outcome of those discussions
would be regarded as guiding policies that should be followed by all departments. Apart
from those officials who dealt directly with Soviet affairs, there were few dissenting
voices. During this period, British arms sales were more proactive, which could be

summed up as support in principle, but objection with exceptions.

The US could exert considerable influence on UK arms sales policy, but not vice versa.
Because of the existence of COCOM, arms sales to China needed to be approved by
this organisation, among whose ranks the US was the most significant member. For
Britain, US opinions were far more important than those of other allies. In the Spey
case, after obtaining US permission, the UK only informed other allies without seeking
further comment. During the Carter administration, divisions within the US government
greatly troubled Britain’s arms sales policy. When the British approached different US
officials, they tended to receive different answers. This phenomenon did not disappear,
despite Carter's support, until late 1979. It also indirectly contributed to the failure of
the Harrier contract, as China lost interest in gaining approval for import. This is also
an important reason why the Labour government, despite vigorously promoting arms
sales, did not manage to conclude any arms sales contracts. However, Labour’s political
legacy was inherited by the Conservative government, and Prime Minister Margaret

Thatcher continued to advance the half-completed arms sales negotiations. In other
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words, the Thatcher government was able to sell arms to China on a large scale because

the Labour government had already made important headway.
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Chapter 5: US Arms Sales Policy Towards China under Reagan and Bush, 1981-

1991

In the 1970s, both the UK and the US initiated arms sales to China. The British
government completed the historic Spey military engine contract under the Labour
government and developed its arms sales policy. The Soviet invasion of Afghanistan
led the Carter administration to open up exports of dual-use technology and non-lethal
weapons. In 1980, the United States already provided China with a list of arms it could
sell. However, US arms sales policy was still confused and ambiguous because it did
not experience comprehensive reviews before being implemented. Selling arms to
China was a difficult decision under Soviet expansion and threat. The Carter
administration did not elaborate on the specific goals of arms sales policy, nor did it
provide a general analysis of the connection between the policy and US interests. The
policy was highly dependent on the understanding of arms sales by individual leaders
in policy circles, such as Brown and Brzezinski. In addition, the Taiwan question was
not settled, as Deng and Carter had put the dispute aside for the time being in the interest
of containing the USSR. On the Chinese side, Deng's political position was precarious
and constantly challenged by his pro-Soviet opponents, which cast a shadow over
China-US relations. These intractable problems were handed to the Reagan

administration in 1981.

This chapter focuses on the development of Reagan’s arms sales policy towards China,

the change in the ‘strategic triangle with the USSR, China’s foreign policy and arms
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import policy, the Sino-US honeymoon period and the decline of the arms sales. The
chapter discusses Reagan’s arms sales policy in the early part of his presidency as well
as the conflict with Deng over the Taiwan issue. It then analyses China's rapprochement
policy toward the USSR and its influence on Sino-US relations and US arms and
technology transfer policy, especially in 1983, which was an important year for
Reagan’s arms sales policy. The chapter discusses the administration’s comprehensive
review of the policy and some significant revisions. Weinberger’s visit to Beijing in
September 1983 is also discussed. The Sino-US honeymoon period is examined, as is
the influence of Gorbachev’s foreign policy from 1985. Finally, the chapter analyses

the reasons for the decline and end of US arms sales to China between 1987 and 1991.

‘Peace Through Strength’ and Reagan’s Arms Sales Policy Towards China

Dr James Wilson, a chief historian at the at US State Department, argues that Reagan
had two strategies against the USSR: ‘peace through strength’, and a ‘crusade for
freedom’. °*® Reagan's 'peace through strength' comprised three elements: firstly,
matching Soviet military power in the short term; secondly, containing Soviet
expansion; and thirdly, prompting Soviet arms reduction via bolstered American
strength. >’ Reagan associated this principle with renewed alliance cooperation. As
National Security Decision Directive (NSDD) number 32, stated, the administration

aimed to globally amplify U.S influence via bolstering existing alliances, improving
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relations with other nations, and supporting coalitions friendly to U.S interests.>*®

Ronald Reagan was not primarily interested in Sino-US relations except in relation to
Taiwan, for which he had long been a strong advocate, especially during the 1980
presidential election campaign. From his election in November 1980 until the start of
the presidency in January 1981, Reagan paid little attention to China.®*® The State
Department managed US policy towards China. Alexander Haig, Secretary of State,
was the key actor in China affairs from 1981-1982. Alexander Haig, Secretary of State,
was the ‘vicar’ formulating, executing, and articulating Reagan’s foreign policy

(including China affairs) from 1981-1982.5%°

Haig regarded China as a crucial ally which could exert pressure on Moscow by
establishing overt Sino-US military links.*®! In his memoirs, Haig noted ‘In terms of
the strategic interests of the United States and the West in the last quarter of the
twentieth century, China may well be the most important country in the world.’>®? His
views followed on from those of Nixon and Kissinger, and aimed to move quickly to
transform the tacit Sino-US alliance developed during the Carter years into a ‘strategic

association.’®3
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The pressing events of 1981 urged Reagan and his administration to consider arms sales
to China. Soviet leader Brezhnev's threats to use force against Poland's Solidarity
movement sparked a US reaction. The US military advocated proactive arms sales to
China to counter Soviet actions. In April 1981, the JCS presented an assessment on US-
Soviet relations from a strategic and military security standpoint to Reagan and Defence
Secretary Caspar Weinberger. They contended that US-China relations, which had
mutual benefits and potential for improvement, caused strategic uncertainty for the
Soviets, including the threat of a two-front war. The JCS suggested aiding China in
developing a military force capable of countering the USSR and supporting US

objectives. >4

Weinberger publicly stressed in April 1981 that the US would expand arms sales to
China if the USSR sent troops to Poland.* Firstly, China had potential as a 'second
front' in the event of a major Soviet-Western confrontation. A declassified DoD
memorandum from 1981 stressed, ‘China is important to the US as a strategic
counterweight to the USSR...The Chinese tie down 47 Divisions along the 3,000 miles
Sino-Mongolian-Soviet border. About 25% of the Soviet defence effort, or $40 billion
annually, is devoted to counter the direct Chinese threat.” The obvious conclusion was
to maintain, and if possible, enhance China’s military value as a strategic counterweight

to the USSR.”**® Secondly, the DoD evaluated that during the 1980s, China's defence
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modernisation policy would focus on economic development, access to Western
technology and limited imports of foreign weapons and equipment, so these
improvements in China's military strength would strengthen Beijing's ability to deter

Soviet invasion and defend itself against Soviet attack.>®’

Another pragmatic benefit of enhanced arms sales to China was that they could be
bartered for Soviet concessions on arms control agreements. The CIA led by its new
Director William Casey argued that arms sales to China would cause panic in Moscow.
It surmised ‘the Kremlin’s primary interest will be to prevent the Sino-US relationship
from deepening into a significant military collaboration directed against the USSR but
to avoid, if possible, a rupture in relations with the West.”>*® The CIA concluded that
the strength of Solidarity in Poland and arms sales towards China would put pressure

on the Soviets to negotiate with the West on arms control issues.

Historian Robert Ross has argued that Haig was the only high-level official who
believed making concessions to China was important and whose efforts to improve
Sino-American relations and place emphasis on the Soviet threat weakened America's
bargaining position with respect to China.>®® The critique was unjust. Haig's stance
garnered extensive support within the administration. Vice-President George H. Bush,

Weinberger, and the JCS all backed fostering ties with China to counterbalance the
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USSR. National Security Adviser Richard Allen and Presidential Policy Adviser Edwin
Meese, though keener on preserving 'official' relations with Taiwan, were also not
against maintaining ties with China.®® CIA Director Casey highlighted to Reagan the
importance of Sino-US collaboration in Afghanistan, encompassing intelligence
gathering and equipping guerrillas against the Soviet army. This resonated with Reagan,

affirming his support for ongoing strategic cooperation with China.*®!

A more relaxed arms sales policy towards China naturally accorded with the principle
of ‘peace through strength’. On June 6, Reagan issued a secret directive adopting a plan
to offer China ‘strategic association’ against the USSR. The US would begin to sell
lethal, offensive weapons to the People's Republic of China.>®? In July 1981, Reagan
issued NSDD-5 about arms transfers, stating that the United States must ‘be prepared
to help its friends and allies to strengthen their capability through the transfer of
conventional arms and other forms of security assistance.”*®® In September 1981,
Reagan issued NSDD-11, ‘Munitions/Technology Transfer to the People's Republic of
China,” which stipulated that the case-by-case consideration of requests from the PRC
for military-technology transfers should be based on several principles. Firstly, transfers
must limit national security risks across areas of vital interest to the US, such as Japan.

Secondly, the US would consider transferring weaponry, parts, and technical aid tied to
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conventional defensive abilities, including non-sensitive tech coproduction. Thirdly,
transfers should not significantly enhance Chinese offensive capabilities or power
projection. Finally, non-defensive items would be permitted selectively on a case-by-
case basis, favouring component and technical assistance transfers over complete

systems or their production technology.>®*

The Taiwan Issue and Reagan’s ‘China Card’

NSDD-11 initially shaped Reagan's China arms sales policy, but US-China arms
dealings did not progress smoothly owing to the Taiwan issue. During his election
campaign, Reagan and his team harshly criticised Carter's China policy, notably their
denunciation of several official ties with Taiwan authorities. In 1980, Reagan's team
issued a statement supporting the continuation of government-to-government relations
with Taiwan and by May 1980, Reagan explicitly proposed maintaining both an
embassy in Beijing and an official liaison office in Taipei. This controversial stance
substantially jolted the diplomatic relations between the US and China.*®® Members of
Reagan's foreign policy team pointed to the need for the United States to demonstrate
its obligations to its allies while at the same time maintaining its relationship with
China.%®® This elicited a potent response from China, as shown in Chapter 3. Chinese
Ambassador to the US, Chai Zemin, lodged a complaint to Brzezinski about the

Republicans' Taiwan policy, firmly stating that China would not permit Reagan to use
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China for political gains.

In August 1980, the Reagan team floated the idea of a visit to China by Vice Presidential
candidate George H Bush, in the hope that this would eliminate the effects of Reagan's
comments on Taiwan internally and allay the concerns of Chinese leaders.>®” After
Bush's visit to China, Reagan issued a policy statement underlining the ‘two Chinas’
policy. The then British ambassador to the US, John Nicholas Henderson, thought that
Reagan's desire to develop Sino-American relations and strengthen relations with
Taiwan were two contradictory policies.®® Historian Melvyn Leffler has argued that
Reagan did not have a grand strategy for winning the Cold War, and in fact, his policies
over China were contradictory.>®® If Reagan truly aimed to utilise the 'China card' as a
strategic countermeasure against the USSR, maintaining favourable relations with
China would be essential. However, Reagan's stance sparked significant disputes with
China, particularly on the sensitive topic of Taiwan, thereby contradicting his own

strategic objectives.

Miscalculation over Taiwan Issues between Washington and Beijing
The administration could well play the ‘China Card’ by selling arms against the USSR,
but Reagan differed with China over Taiwan, which directly damaged Sino-US strategic

cooperation against the USSR. How can this contradictory policy be explained?
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Scholars have analysed Reagan’s personal ties with Taiwan, for which he sacrificed
Sino-US relations. This chapter argues that Reagan made a serious strategic
miscalculation on Beijing’s attitudes of US arms sales to Taiwan. Beijing regarded the
issue as a red line, but Reagan believed that Taiwan was simply a bargaining chip used
by Beijing. This miscalculation led Reagan to have the false confidence to try to balance

Beijing’s opposition and US interests in Taiwan.

The reasons for the miscalculation in Taiwan were complex. The Reagan administration
underestimated the Chinese determination over Taiwan and overestimated the
importance of the Sino-US relationship to Beijing. For instance, Reagan campaign
adviser James Lilley later recalled that both Reagan and Allen believed that the USSR
was the central issue in the US-China relationship and by simply cooperating against
the USSR, the importance of the Taiwan issue would be diminished.>’”® US Chargg,
Charles Freeman, also told the British that Taiwan was only a bargaining chip between

the US and China and the situation was generally ‘containable’ >

The US intelligence system had also underestimated the importance of the Taiwan issue.
The CIA’s Donald Gregg thought China needed the US more than the US needed China,
but the Americans had an interest in seeing the Chinese maintain influence in East Asia.

The Americans should ‘bite the bullet on arms sales to Taiwan but at the same time
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offer a sweetener to the Chinese.’®’? Based on this pre-emptive judgment, the CIA
misunderstood Chinese signals. China downgraded Sino-Dutch relations to a surrogate
level because of the Dutch attempt to export submarines to Taiwan in January 1981.
With this move, China hoped to warn Washington it was willing to downgrade US-
China relations if the US insisted on selling arms to Taiwan.®” However, US
intelligence interpreted the move in an ambiguous way and assumed China's response

to US arms sales would be less damaging to US-China relations than was the case.’™*

Beijing was partly responsible for this false impression as well In Deng's view, China's
strategic value was so great that the US would not clash with China over Taiwan. In
May 1980, he argued: ‘We will not overestimate our own value, nor do we
underestimate it. ...... the non-underestimation means that the strategic position China
occupies internationally is not insignificant’.®”® In an interview with the Christian
Science Monitor on 15 November 1980 shortly after Reagan's victory, Deng continued
to advocate a policy of ‘uniting the United States against the USSR’. The results of
Sino-US strategic cooperation with the previous administration in 1980 clearly gave
him confidence about China's strategic value. Deng believed that Reagan would take
into account the overall strategic situation and maintain the stability of Sino-US

relations.>"®
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t>’" in January 1981, Deng publicly

After the meeting with journalist Anna Chennaul
refuted the notion that China was begging the US, and warned that any attempt to
establish government-to-government relations with Taiwan would lead to a regression
in US-China relations.>’® However, in Anna Chennault's private correspondence with
Reagan, she mentioned, ‘it is interesting to note that Deng openly admits they will
‘tolerate’ our friendly attitude toward Taiwan as long as US-Sino relations would not
suffer a setback.” She also mentioned that Deng said that China was poor and
overpopulated so they needed to emulate technology from the US and Taiwan's
economic model.®’”® The inconsistency between Deng's public statements and Anna

Chennault's private comments helped make Reagan think that Deng’s tough words in

public were only bluffing.

China expressed its displeasure at the US inviting Taiwan officials to attend Reagan's
inauguration ceremony. Deng Xiaoping specifically instructed the Foreign Ministry to
show a tough stance, but ‘not to do it completely at once. Act later. See how he [Reagan]
approaches it.” %% To allay the Chinese government's concerns about the Reagan
administration's policy towards China, Haig arranged a meeting between Reagan and
the Chinese ambassador Chai Zemin. Reagan told Chai that the US wanted to

strengthen its military ties with China to oppose Soviet expansion and that he did not
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have a two-China policy. He stressed US obligations to Taiwan and said the US would
handle the issue of US arms sales to Taiwan very carefully.>®! The two sides interpreted
these words differently. In Reagan's view, he had informed the Chinese that the US was
ready to begin arms sales to Taiwan. However, from Beijing’s perspective, Washington
would not risk launching arms sales to Taiwan at the expense of Sino-US relations. On
23 March, former US President Gerald Ford met with Deng, who said optimistically,
‘we were very pleased that President Reagan had taken a sensible stand. There is no
other issue between China and the US, but a Taiwan issue. The Taiwan issue is not
difficult to deal with as long as we consider it calmly and from a global strategic

perspective.’>82

Internal Voices in Beijing to Reapproach the USSR

At the same time, pro-Soviet voices within the Chinese leadership surfaced, urging
China to improve the Sino-Soviet relationship to counterbalance the US. On 11
February, the Central Political Bureau met to discuss foreign policy, and Deng strongly
opposed such ideas. ‘Our strategic policy is to establish an international united front
against hegemony’, he said. ‘Our slogan is to oppose hegemonism and maintain world
peace. This policy should not be changed’. Trade with the USSR could be maintained
at a certain level, and there could be some contact on the border issue, but negotiations
involving the restoration of relations between the two countries had to be cautious.

Without a major new development such as the withdrawal of Soviet troops from

%81 Zhang, US policy decision on arms sales to Taiwan, 145.
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Afghanistan, negotiations on the resumption of relations between the two countries
could not be resumed. ‘This is a big gesture’ he said, ‘otherwise it will damage our
diplomatic landscape. In international relations, the more popular language now is
“playing a card”. It is of course a card trick, which can be achieved only by playing
cards. We have to think about diplomacy from politics instead of playing cards.”>8

Deng Xiaoping's opposition to revising China's policy towards the USSR showed that

he maintained faith in the Reagan administration over the Taiwan issue.

Even in the Carter period, Chinese ideas of Soviet rapprochement had been present. By
the end of Carter’s term, this voice was extinguished by the positive political interaction
between Brzezinski and Deng but it was rekindled under Reagan. Although Deng
remained opposed to any adjustment in policy towards the USSR, a rapprochement was
supported by Chairman of CCP Hu Yaobang, Chairman of Central Commission for
Discipline Inspection Chen Yun, and Defence Minister Xu Xiangqian. They believed
that the USSR was a socialist country in essence rather an imperialist country like the
US. Although Sino-Soviet relations were very strained, they still thought that the

alliance could be revived in the future.>®*

Deng had to soften Sino-Soviet confrontation and make concessions to the opposition.
On 9 March 1981, the 90th meeting of the Central Secretariat was held. The conclusions

stated that China only opposed Soviet foreign policy not its domestic policy. China

583 Li Xiannian Writing Group, Li Xiannian Biography, 134; LRO, Deng Xiaoping’s Chronology Vol.2, 711.
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would not entertain the idea of “uniting the US against the USSR’ because the USSR
was not explicitly anti-China, only hegemonic. Furthermore, the Central Secretariat
proposed cooling the Sino-US relationship. ‘The hegemonic nature of the United
States ...... has not changed over the decades’, it said. There had been significant
changes in parts of US policy towards China, but there had been no overall change in
its standpoint towards China. The offensive and defensive gestures between the US and
the USSR had changed, but the fundamental contradictions had not changed, which
were irreconcilable and inevitable. The more the Soviet-American conflict intensified,
the more the United States was likely to come to China for help. ‘If the US-USSR.
conflict does not escalate, the US will experience a better time, but the US will not treat
us any better’, the statement continued. ‘Once the Soviet-American conflict intensifies,
the best the United States can do for us will be no more than what Roosevelt did in

World War II. ... too much hope [in the US] will disappoint us in the future’. >

The meeting was a revisionist attempt to transform policies towards the USSR and the
US over the following few years and to adjust the US-USSR-China ‘strategic triangle’
to win a more favourable strategic position. It was also an attack launched by Deng's
opponents against him. Facing pressure, Deng urgently needed a reconciliation with

Reagan over Taiwan, so he regarded Haig's visit to China as an opportunity to repeat
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the success of the meeting with Vice-President Mondale in 1979. Maintaining the
development of Sino-American relations would help override Deng’s opponents and

the adherents of rapprochement towards the USSR.

The internal debates in Beijing were well known in Washington. Secretary Haig had
received intelligence from the CIA that pro-Soviet factions were on the rise in China
and that Deng Xiaoping's policy towards the US was being challenged. He believed
that the US could not allow Deng's policy towards the US to be jeopardised and China’s
pro-Western track diverted. % Defence Secretary Weinberger noted that these
opponents would have cause to attack Deng if he showed any willingness to reconcile

with the Americans over Taiwan.®’

Reagan’s Arms Sales Policy in 1981

Therefore, the two NSC meetings on 28 May and 4 June before Haig’s visit to Beijing
focused on the balance between US policies towards Beijing and Taipei. Secretary Haig
was the most active participant in the formulation of China policy. National Security
Adviser Richard Allen raised five key questions on China policy at the meeting on May
24 for discussion. These were:

(1) Technology Transfer to the PRC;

(2) Arms sales to Taiwan;

586 RRPL/Crest Release Executive Secretariat/NSC: Country File/Box-6-File (Australia-China), ‘Analysis Report:
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(3) China, Cambodia, Vietnam and the US role therein;
(4) China and Taiwan policy;

(5) Security relations with Peking.

Haig contended that applying stringent export controls on China equivalent to those on
the USSR was unjust. He pointed out that the US had more lenient sales to nations such
as India, who had Soviet alliances, contrasting it with China's frontline position against
the USSR and its conflict with Vietnam. Haig stressed the need to eliminate restrictions
offensive to China, arguing that China should not be treated as a strategic adversary. He
recommended preferential treatment for China regarding military/civilian dual-use
items, distinguishing it from the USSR. Despite Reagan's pro-Taiwan stance, Haig
believed easing trade restrictions could temper China's Taiwan resistance and facilitate
future US actions. Advising a delay in decisions over Taiwan, he cautioned that
precipitous US moves could destabilize Deng's position in the approaching CCP

Plenum.>88

Commerce Secretary Malcolm Baldrige worried that Haig was overzealous on
technology transfer, doubting China's infrastructure and ability to handle advanced
technology. ACDA Director Eugene Rostow held back his opinion on Haig's
suggestions, pointing out both USSR and China were pressuring the West over exports,

and he suggested a quiet and deliberate approach. Only Weinberger supported Haig's

588 RRPL/Executive Secretariat/NSC: NSC Meeting Files: Records (1981-1988)-NSC-00010, ‘US Policy for
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proposals, advocating the removal of China from the defensive weapons prohibitive list

and careful case-by-case item reviews.’%®

The China issue, unresolved at the 28 May meeting, was deferred to the NSC meeting
on 4 June. On 2 June, NSC officials prepared a paper supporting Haig's stance on
strengthening relations with China to 'soften' the Chinese for US moves on Taiwan.
They suggested treating China akin to India and Yugoslavia, expecting increased
revenue with controlled risks. The paper proposed highlighting the Soviet threat to
Beijing to gain concessions on US arms sales to Taiwan. Advantages included setting a
cooperation framework between Beijing and Taipei without coercing Taipei or the US
playing a broker role, and justifying future arms sales to Taipei by emphasising the

shared Soviet threat.>®

The paper was circulated at the NSC meeting on June 4. Initially Secretary Haig blamed
bureaucracy in Department of Commerce for failing to cooperate with the State
Department on the technology transfer issue. For example, the Department of
Commerce had suspended several hundred cases in the few months of the
administration. He reiterated the importance of China, stating that ‘on export control
policy, we must understand that our strategic interests are served by preserving China

against the USSR. China ties down one-quarter of the Russian forces, 52 divisions, not
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all manned. This is up from 46 divisions.”®*! Most participants including the Secretary
of Commerce Malcolm Baldridge, Secretary of Defence Caspar Weinberger and
President Reagan agreed with the interagency group’s suggestions to establish a new
relaxed export control policy in favour of China, which was called a ‘two times’
policy.>®2 The ‘two times’ policy meant that the approval of equipment and technology
at technical levels towards China should be twice the level of those approved for the

USSR before the invasion of Afghanistan.>%

Secretary Weinberger disagreed with other participants about arms transfers, arguing
that the 'two times' policy was incompatible with the case-by-case principle as it implied
'automatic transfer authority'. Weinberger found this standard too vague to direct arms
transfers. Malcolm Baldridge, acknowledging this ambiguity, argued that 'fuzzy' was
precisely his aim. He believed that DOD officials were obstructing arms transfers by
opposing these standards. The 'fuzzy' guidance aimed to expedite cases, increasing
completed sales. Haig argued the general principle should ease sales, not make them
more challenging. To quell the debate, Richard Allen suggested incorporating arms

transfer guidance in a footnote to NSDD reports, undisclosed to China.>**

Haig and other participants also diverged over Taiwan. The point of debate was when
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exactly the US would let China know of its plan of arms sales towards Taiwan. This
seemed to be a simple question of timing, but in essence, it involved whether
Washington was determined to defend its foreign policy on the Taiwan issue without
compromise. Secretary Weinberger argued that the US side need not volunteer this
information. He said, ‘we don't want any indication that Taiwan sales can take place
only after consultations with the People's Republic of China. We can tell them they can

read about it in the papers after we decide. We don't want to get them involved.”>®

Richard Allen proposed a more assertive approach than Weinberger's, suggesting Haig
reinforce the US's intention to enforce the Taiwan Relations Act. He feared that silence
would lead the Chinese to think they had triumphed. Haig countered, arguing that
bypassing the issue during his visit was impractical as the Chinese were likely to broach
it. He warned that an inappropriate US response could jeopardise Deng's power position.
Haig proposed a reconciliatory stance, but Reagan rejected this. Reagan didn't want to
leave any room for misinterpretation by the Chinese that might allow them to use force.
He asserted that if the Chinese criticised the Taiwan Relations Act, they should be told,

'this is the law of the land."%

Reagan signed a Presidential directive after the NSC meeting. Firstly, the administration
would liberalise export controls and adopt a ‘two times’ policy on dual use technology

and weapons in favour of China. Secondly, Haig was authorised to inform the Chinese

595 [bid, p.6.
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that the US intended to suspend China from the list of embargoed destinations for arms
transfers and to adopt the case-by-case approach on arms exports. >’ Reagan's arms
sales decision would not be made public until China's Vice Chief of Staff, General Liu
Huaqing, visited Washington in August. The White House needed time to consult with
Japan and other Asian allies and to soften Taiwan’s reaction. °* Thirdly, the directive
embraced Weinberger's approach of reserved silence regarding Taiwan. Thus, Secretary
Haig would only address the issue of arms sales to Taiwan if raised by the Chinese.
Additionally, participants tacitly agreed that Washington viewed arms sales to China as
contingent upon Chinese concessions regarding arms sales to Taiwan. This point was
first introduced by Haig on May 24 and later supported unanimously by the interagency

group on June 2. %%

Haig’s Visit to Beijing, June 1981

However, the Chinese side expressed anger towards US intentions. On June 11, the
People's Daily declared, ‘we would rather receive no US arms than accept continued
US interference in our internal affairs by selling arms to Taiwan.’®® Hawkish Chinese
Foreign Minister Huang Hua criticised US plans on the first day of Haig’s visit. When
he met Haig on June 15, Huang Hua said that China and the US could not construct a
new strategic partnership without an arrangement on arms sales to Taiwan within a

certain time period. He stated bluntly the Taiwan Relations Act was ‘inappropriate’ for
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US-China relations and that one billion Chinese people ‘can't be bribed.’ for arms and

‘would not compromise their principles.”®

In contrast, Deng was more conciliatory in meeting with Haig, particularly once Haig
expressed the Reagan administration's anti-Soviet stance. Haig stated their conversation
was productive and said ‘we are pretty happy.”®®? Deng also expressed criticism over
the US handling of Taiwan, albeit in a restrained manner. Noting internal political
challenges preventing concessions on Taiwan, Haig acknowledged that 'any significant
sales (towards Taiwan) will generate opposition from the PRC'. Fully aware of the
importance of Congress in shaping US policy towards Taiwan, Haig reached out to key
Congressional figures, such as Charles Percy, the Chair of the Senate Foreign Relations
Committee, Howard Baker, the Senate Majority Leader, and Clement Zablocki, the
Chair of the House Foreign Affairs Committee, expressing optimism expressing
optimism about the future of US-China relations and advocating their support for
modifying export controls on China. Haig also emphasised the importance of 'extreme

care' when addressing the issue of arms sales to Taiwan.%%3

Negotiations on arms sales went smoothly. In Haig’s meeting with Chinese Defence
Minister Geng Biao, he systematically introduced Reagan’s policy and stated that there

was a consensus to reconstruct military superiority over the USSR among Congress,
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the government and the people. He told Geng that the US would ease trade controls and
arms sales to China and invited General Liu Huaqing to the US for a visit in August
1981. In response, Geng Biao showed interest in moving forward in purchasing US
technology and military infrastructure and expressed appreciation towards US

transfers.%%

Contrary to the June 4 Presidential directive to maintain secrecy on the arms sales
matter until August, Haig prematurely revealed details to correspondents, causing
concern among US Asian allies, including Japan and Taiwan. The USSR reacted sharply
to Haig's visit and the ensuing US arms sales. Soviet media, including Pravda,
perceived the visit as broadening the military-strategic aspects of Sino-US relations.
They warned of a 'dangerous destabilising factor' and highlighted potential shifts in
regional military power due to China's acquisition of US weaponry. The Soviets
inferred that the US had placated the contentious Taiwan issue by offering a broader
array of military equipment and technology to China.®® In fact, Reagan was angry with
Haig’s behaviour and determined to have a tough position on Taiwan. On the last day
of Haig's visit to China, Reagan said at a US press conference that he intended to
implement the Taiwan Relations Act and sell defensive weapons to Taiwan. This
pronouncement resulted in the failure of Sino-US negotiations on the Taiwan issue in

1981.
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The Suspension of US Arms Sales

Ever since the Mao period, there was concern in Beijing over the imports of military
equipment whereby foreign countries could use arms sales to control China. This
concern stemmed from New China's early reliance on the USSR. Following the
breakdown of Sino-Soviet relations, the USSR withdrew its experts and ended, at a
stroke, arms sales to China, which led to serious difficulties in China's economic and
technological development. The Reagan administration's arms sales and Taiwan policy
gave Beijing the impression that it was being manipulated, so it flatly refused to use
arms sales in negotiations on Taiwan. On July 4, Director-General of the Department
of American and American Affairs Han Xu sent an oral diplomatic note criticising

Reagan’s statement on the issue to US Minister to China Stapleton Roy.?%

However, Reagan insisted on selling arms to Taiwan, and at the same time, on 25
August, the US informed China that it was ready for Liu Huaqing's visit to the US at
the end of September and that the two sides could discuss a list of arms purchases.%%’
Prior to the Chinese response, on 28 August, Reagan issued a Presidential memorandum
to Haig, Weinberger and CIA Director Casey, directing a general timetable for
implementing the decision to sell FX fighter jets to Taiwan.®%® Beijing was dissatisfied,

and on September 2, General Secretary, Li Xiannian, chaired a meeting of the Leading

Group of the CCP Central Committee on Foreign Affairs to discuss Liu Huaqing's visit
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to the US, and the Chinese leaders agreed to cancel it.

US arms sales to China thus came to a standstill as the Taiwan issue had provoked a
rupture. In essence, the two sides had a low level of strategic mutual trust and did not
fully understand each other's interests and concerns. For China, the Taiwan issue was
as important as the Soviet threat and it was impossible to abandon sovereignty over
Taiwan in order to jointly deal with the Soviet threat. For Reagan, Taiwan had strong
partisan and personal factors in its favour. A wing of the Republican party remained
pro-Taiwan in spite of Nixon. Patrick Tyler writes: ‘It [arms sales to Taiwan] was all
about the money, about saving Northrop [the US aircraft manufacturer], about helping
the President's friends out of financial trouble.”®®® Reagan misjudged the importance of
the Taiwan issue, and a host of complicating issues exacerbated Reagan's insistence on

the matter.

Beyond the Taiwan issue, China and the US did not reach an agreement on the scope of
arms sales. Deng became dissatisfied with the Reagan administration on the issue of
arms sales and technology transfer. In the early 1980s, Deng repeatedly pointed out,
‘We have some barriers in our relations with the United States, and one important
barrier is that the United States is unwilling to transfer technology to China. In the past
ten years, especially since the normalization of Sino-US relations, the United States has

not given us even one good thing.’®'% He also said bluntly that there were ‘problems of
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building mutual trust’ — two in particular. ‘One is the issue of Taiwan and the other is
the issue of technology transfer’.®!! Deng felt that the US did not offer enough military

transfers, but instead engaged the Taiwan issue.

More importantly, Deng increasingly recognised that the policy of ‘aligning with the
US against the USSR’ had several negative effects. First, too close relations with the
developed countries could create alienation and misunderstanding amongst developing
countries. Second, it was difficult to handle relations with countries who supported the
USSR. Third, Chinese criticism of détente policy was poorly understood by Western

European countries who largely still aimed to ease relations with the USSR.®12

The Adjustment of Reagan’s Arms Sales Policy

The Reagan administration also began to rethink its arms sales policy. The Carter
administration's arms sales policy to China was not be planned in advance, it had the
character of an immediate, improvised response to the Afghanistan war. The Reagan
administration's policy at the start was simply a continuation of Carter’s. Haig's
insistence on, and the military's support for, sales to China made change difficult. The
policy had not been discussed in detail until mid-1981, so when the immediate phase

of the response to the Soviet invasion of Afghanistan had passed, a more considered
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judgment and policy planning received renewed attention.

As early as January 1981, the Office of the Deputy Chief of Staff for Operations and
Plans®'® commissioned a study on the implications of US-China security cooperation.
By August, the Strategic Studies Institute (SSI), US Army College, had submitted their
report. It detailed the objectives of the cooperation, including deterring Soviet
aggression, enhancing US global warfighting capabilities, supporting China's current
leaders, and improving US access to scarce resources. However, the report also
highlighted the risks of arms transfers, namely escalating US-Soviet tensions and
anxiety among Asian allies. To balance objectives and risks, the report proposed three
principles for the US-China security relationship:

(1) The overall relationship between the US and China should be allowed to mature and
develop on its own merits, and not be used solely as a lever against the USSR.

(2) Security cooperation should not become the leading element of US-China relations.
(3) Arms sales and weapons technology transfers should not become the driving feature

of US-China security cooperation.®4

According to the SSI report, the significance of arms sales was merely part of broader
security cooperation, and it ought not to dominate Sino-US relations. The report

contested the long-held belief from the Nixon to Carter era, which viewed Sino-US

613 It was operating within the White House and directly serving the president and chief of staff in administrative
and strategic capacities.

614 DNSA/China, ‘Implications for US-China Security Cooperation [Includes Endnotes, Bibliography, and
Appendices],” Army War College, August 17, 1981.

251



relations in the context of the US-Soviet and Sino-Soviet relations. The report posited
that Sino-US relations ought to be evaluated independently, rather than remaining
subject to changes in relations with the USSR. In essence, the core conclusion of this
report was that the Sino-US military relationship should be downgraded and brought
back to a level that was commensurate with the overall state of Sino-US relations. As
Weinberger noted, neither China nor the United States were truly ready for a close

military bond in the early 1980s.51°

Beijing’s ‘Soviet Card’

The Taiwan dispute led Deng to accommodate his internal critics by implementing a
‘rebalancing strategy’. This strategy involved maintaining impartiality between the
superpowers by creating distance with the US and commencing the normalisation of
Sino-Soviet relations. Certain Chinese leaders suggested this approach would empower
China in the triangular relationship and decrease tensions with the Soviets, thereby
allowing China to allocate more resources to its modernisation endeavours. Officially
designated as the 'independent foreign policy', this approach was introduced at the 12th
National Congress of the Communist Party of China in 1982. The policy highlighted
China's determination to maintain its independence, stipulating that China ‘will never
be dependent on any superpowers or country groups and will never yield to the pressure

of any superpowers’. 51
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The CIA noted Beijing's efforts to enhance its leverage within the Soviet-Chinese-US
dynamic by fostering better ties with Moscow. The Chinese aimed to create a consistent
political channel with the USSR, reduce tensions, and exploit potential benefits from
expanded collaborations with the Soviets. Furthermore, China sought to project an
image of equal status with Washington and Moscow to the wider world.%" The CIA's
assessment proved accurate. The so-called 'independent' policy resembled Nixon's
'active neutrality'. While China maintained neutrality between the US and the USSR, it
actively tilted towards the US for investments and technology. Deng clearly emphasized
that it would be more beneficial for China to first solidify an agreement with the US
before adjusting relations with the USSR.®!® This reflected that the aim of the
rebalancing strategy was to play the ‘Soviet card’ and seize the initiative in US-China

relations.

China leveraged the looming possibility of increased proximity with the USSR as a
pressure tactic against the US. China's seeming indifference towards US cooperation
over Poland in 1982 became clearer. In December 1981, with the Polish government
declaring martial law and Soviet troops gathering on the Polish border, the US, which
had not yet regained its military strength, was compelled to gather allies, including

China, to pressure the USSR. However, during negotiations on January 22, China
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sidestepped the US's request for consultation on the Polish crisis. The US had earlier
called for sanctions against the Polish government, but China was looking for the US
stance on FX fighter sales before considering the issue of Poland.%® On 29 January,
China renewed its trade agreement with Poland, increasing the volume of trade in the
agreement. °° In early 1982, Deng publicly affirmed the impossibility of China
compromising on the Taiwan issue. He also stated that China was capable of countering
Soviet expansionism independently. Sino-US military cooperation continued to cool,
and on 6 April, the Chinese Ministry of Defence informed the US Embassy in Beijing
that US Defence Secretary Weinberger's planned visit to China had been postponed

indefinitely over the issue of US-Taiwan arms sales.%%

Deng welcomed Moscow’s friendly overtures towards China in March. The Soviet
leader, Brezhnev, delivered a speech in Tashkent on March 24, 1982, which indicated a
potential shift in Soviet policy towards China. Brezhnev underscored the USSR's full
recognition of China's sovereignty over Taiwan, and clarified that the USSR had never
threatened China's security, nor had it any territorial claims on China.%?? According to
the memoir of Qian Qichen, Director of the Information Department of the Foreign

Ministry, Deng immediately instructed the Foreign Ministry to respond positively to
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Brezhnev’s speech.®?® However, Deng was still cautious in adjusting his policy towards
the USSR, and on 26 March Qian Qichen issued a brief statement: ‘In the Sino-Soviet
relations and international affairs, we attach importance to the actual actions of the

USSR.’64

The Limitations of the ‘Soviet Card’

Deng maintained a low profile in the development of Sino-Soviet relations. In late 1981,
Moscow offered goodwill to Beijing through various diplomatic channels, but Deng did
not respond or expect the USSR to abandon its hegemonic stance.®?° At the end of 1982,
when reviewing a report on ‘Requests for Sino-Soviet Science and Technology
Cooperation and Exchange Projects’ from the Ministry of Foreign Trade and Economic
Cooperation and the Ministry of Foreign Affairs, Deng instructed: ‘To exchange science
and technology with the USSR, do not go ahead at once, do one or two things first, and
do not do more. But too much keenness must be avoided.’®?® On the issues of diplomatic
exchanges with the USSR, he emphasised the need to keep a good grip on the situation
and not to be too proactive. China's position on ‘Sino-Soviet negotiations should be
neither too cold nor too hot.%?” This showed that the essence of the rebalancing policy

was playing ‘the USSR card.’
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In a bid to prevent an overreaction from Washington and to safeguard Sino-US relations,
Beijing downplayed the significance of the Soviet gestures and signalled its low
expectations for Sino-Soviet rapprochement in its communications with Washington.
During former President Nixon's visit to China in September 1982, Chinese leaders,
including Deng and Li Xiannian, criticized the Soviets vehemently. While they
acknowledged China's efforts to de-escalate tensions with the USSR, they reassured
Nixon that there would be no genuine reconciliation. They depicted the Soviet military
threat as more significant than ever and remained convinced of Soviet ambitions for
global hegemony. Deng rhetorically asked, "Why else are they spending twice as much
of their budget for military purposes as the US?" He characterized Soviet policy as a
continuation of Czarist conquest and expansion, stating that the death of Brezhnev

would not result in any change in policy.5?

The partial rapprochement between China and the USSR had significant implications
for China's arms import policy. As tensions eased between the two nations, China saw
less immediate need for large-scale enhancements in military capabilities and shifted
its focus towards self-reliance for military development. Consequently, China reduced
its total arms imports after the military pressure subsided in 1982. Rather than large-
scale acquisitions of finished products, Beijing pursued a more selective approach,

aiming to procure advanced foreign technology to incorporate into its military industrial
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infrastructure. This shift also affected the UK's arms sales to China. Many projects were
unilaterally discontinued by China after 1982, including the highly valuable 051 project,

which will be examined further in the next chapter.

Washington’s Efforts to Rebalance Beijing’s ‘Soviet Card’

The CIA considered that although Beijing hoped to avoid dependence on foreign
suppliers, so long as the USSR was considered its major threat, Beijing ultimately
would accept a foreign and economic imbalance favouring the US and its Western allies.
In its assessment, Beijing would continue to view the USSR and its surrogate, Vietnam,
as its primary long-term military threat. Despite efforts to reduce tension with Moscow,
Beijing remained deeply concerned about the expansion of 'Soviet' power. Beijing
continued to view Soviet efforts to encircle China with a ring of hostile nations under
Moscow's control as a direct challenge to its quest for regional dominance and its global

aspirations.®?°

Even so, Beijing’s rebalancing policy raised alarms in Washington. On 31 March 1982,
a CIA report stated that the breakdown of Sino-US negotiations and the downgrading
of Sino-US relations could occur in the next two to three months and that the USSR
was taking advantage of the disagreement to influence the pro-Soviet faction in
China. %% In May, US intelligence released another study on the Sino-Soviet

rapprochement, which concluded that it would have significant implications for US
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global strategy. China would reduce its strategic pressure on Vietnam, which would
jeopardise US interests in Southeast Asia. China would also be less interested in
assisting the Afghan resistance. It would lead to greater Soviet deployment of forces to
the Western Hemisphere, and less inclination to compromise in arms control

negotiations.®%

The Reagan administration hoped to offset the effects of the Sino-Soviet rapprochement.
Reagan signed NSDD-75 in early 1983 to strengthen containment of the USSR and he
hoped to use China to continue to press the USSR, if China continued to support US
efforts to strengthen its defences against Soviet expansionism. According to the
directive, the US should over time seek to achieve enhanced strategic cooperation and
policy coordination with China, and to reduce the possibility of a Sino-Soviet
rapprochement. It was important to pursue ‘a strategic relationship with China’ and

‘minimize opportunities for a Sino-Soviet rapprochement.”®

To counter the Sino-Soviet rapprochement, the Reagan administration moved towards
liberalising technology exports to China. On September 22, 1982, the US approved the
sale of a sophisticated electronic computer system to China, worth $5 million. Then, on
October 6, the State Department's Office of Arms Control announced that China had

been removed from the arms export control list. Finally, in December, the US and China
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signed a contract for a $12 million deal, which included supplying an earth resources
satellite ground station to China.®®® On May 21, 1983 the Reagan administration
announced its decision to continue to broaden Sino-American strategic cooperation by
further liberalizing US export controls through the elevation of China into a Country
Group V and the recognition of it as a ‘friendly, non-allied country’ alongside other

‘friendly countries.’®%*

This policy produced a good response from the Chinese side. Commerce Secretary
Malcolm Baldrige's visit in May 1983 achieved a great success, especially since he was
able to inform the Chinese of the President's decision to liberalise technology export to
China. US ambassador to Beijing Art Hummel described the atmosphere for Baldrige's
visit as ‘the best in my nearly two years as ambassador here.”’®® On June 10, Paul
Wolfowitz, assistant secretary for East Asian Affairs, reported to Secretary of State
George Shultz — who had replaced Alexander Haig in July 1982 - that relations with
China were ‘improving’ in several areas, including four new science and technology
protocols in nuclear physics, transportation, outer space and earthquake.®®® Beijing saw
this change as a victory for its rebalancing strategy. On September 24, 1983, Deng
stated to North Korean leader Kim Il-sung, ‘the change in the US government is a

change in its estimate of China in its global strategy... [US] technology transfer and

633 Liu Liandi and Wang Dawei, The Trajectory of China-US Relations: A Survey of Major Events since the
Establishment of Diplomatic Relations (Beijing: Shishi Press, 1995), 92, 95, 104.

834 Meijer, ‘Balancing Conflicting Security Interests,”18. Country Group V included Western Europe, India, all of
Africa except Libya, several Arab countries, Australia, New Zealand, and Japan. This group was subject to the
most liberal export control regulations among the existing Country Group categories (Z, S, Y, W, Q, T, V, plus the
former China-specific Group P established in 1980).

835 Shultz, Turmoil and Triumph, 394-5.

636 Ibid.

259



trade relaxation is related to the fact that we began to improve relations with the USSR

during this period.”®’

George Shultz’s China Policy

Reagan’s announcement in March 1983 of the Space Missile Defence System, the
Strategic Defence Initiative, greatly increased the White House's confidence in
confronting the USSR. Congress also supported the administration's basic defence
programme and there was a bipartisan consensus on the modernisation of strategic
weapons. Rapid economic growth also boosted the administration’s outlook. On the
diplomatic front, the deployment of Pershing missiles in Europe united the NATO
countries. The USSR remained embroiled in the war in Afghanistan, where Soviet
troops suffered heavy casualties.®® These events led Reagan to be optimistic about

American strength, declaring 1983 ‘a banner year for political courage.”%*°

Taking over as Secretary of State in mid-1982, George Shultz brought a contrasting
perspective to China policy. More optimistic about the Soviet threat, he diminished the
strategic worth of China and the triangular strategy's relevance. To Shultz, China was a
regional, not global, power. China-US tensions over Taiwan and China's increasing
rapport with the USSR had eroded strategic trust. Thus, he deemed close strategic

relations with China unnecessary. In his 1983 China visit, Shultz announced the
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abandonment of the term 'strategic relationship’ in Sino-US discourse, citing this as a
suitable reaction to Beijing's foreign policy adjustments. His tenure marked a

significant shift in the dynamics of Sino-US relations.54

However, the Reagan administration was loath to forfeit China's support in Asia or risk
pushing it towards the USSR. The challenge for Shultz was maintaining relations with
China while managing lowered strategic expectations, a tightrope that required
significant diplomatic finesse. He chose to demonstrate US confidence and superiority
over strategic issues without pandering to China, while also expanding cooperation in
other domains. Shultz communicated to Chinese leaders that the unchanging Soviet
threat required continued collaboration, albeit with respect for each other's interests.®*
This statement expressed the US dissatisfaction with the Sino-Soviet rapprochement.
After that, he told new Chinese Foreign Minister Wu Xueqian that the US government
had distributed a larger defence budget to modernize the military and discourage Soviet

expansionist efforts.54?

He showed sincerity in developing bilateral relations by suggesting restoring regular
dialogue at high levels; restoring working-level strategic consultations; restoring the

defence element in relations; expanding science and technology relations; expanding
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trade and all other links. %2 In terms of technology transfer, Schultz responded
positively to Deng’s grievances. He said, ‘some say export control policy towards China
is unwarranted, but I don't believe it.” He explained the US maintained controls,
administered as liberally as possible, on the most advanced technology for valid
national security reasons. Shultz also recognised that it was inappropriate to place China,
in the same category as the Soviet bloc, which was enunciated in the statement of May

1983.544

On arms sales, Schultz’s attitude was openminded but not very active. He told Deng
that the arms sales policy announced by Secretary Haig in June 1981, had not changed,
and the US would still maintain the case-by-case principle. He especially referred to
the approved US licenses for sales presentations of anti-armour missiles, helicopter-
mounted close support weapons systems, and sophisticated photo reconnaissance
equipment.®* Yet, during a meeting with Premier Zhao Ziyang, Schultz chose his words
carefully to avoid suggesting that the US was eagerly preparing for arms sales. He
wanted the US to 'avoid getting out front.' Hence, Shultz told Zhao, "We do not actively
push for weapons sales but are ready to assist if you are interested. Numerous American
firms have approached us regarding items of interest to China. We have authorised

licenses to facilitate them to explore sales opportunities.'®4®

643 Ibid. 4-5.

64 Ibid. 6

645 Ibid. 5.

646 DNSA/China, ‘Memorandum from Wolfowitz to Shultz, your meeting with Zhao Ziyang,” State Department,
January 27, 1983, 10-1.

262



Beijing Swings Back to Washington

Schultz's visit to China symbolised a key shift in US policy towards China. The Reagan
administration had begun to view strategic considerations as less central to Sino-US
relations. This attitude caused anxiety in Beijing. By early 1983 Chinese leaders
realised the impossibility of Sino-Soviet rapprochement. Sino-Soviet discussions had
failed to slow the drive for military and political dominance in East Asia. This included
the build-up of the Soviet Pacific Fleet, the strengthening of Soviet forces at Cam Ranh
Bay, and deployment of SS-20 IRBMs in Siberia. In unusually strident language, the
Chinese media accused the USSR of supplying massive military and economic aid to
Vietnam for ‘strategic reasons’ and stated that unprecedented Soviet-Vietnamese joint
naval exercises in the Tonkin Gulf in March 1984 hoped to encourage Vietnamese
‘aggression and expansion’ against China. Chinese leaders concluded that Moscow's
intransigence over disputes with China would continue in spite of periodic talks.®*” On
August 24, 1983, Deng chaired a meeting of the ad hoc Central Leading Group on
Foreign Affairs and listened to a report from the head of the Ministry of Foreign Affairs
on the international situation. The meeting reiterated that the USSR remained the major

threat to China's security.%*8

Soviet military expansion in East Asia gave an impetus to Chinese military
modernisation. China had ambitious military modernisation plans in 1983. In January

that year, Zhang Aiping presented a weapons development plan to Deng, outlining the
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country's main areas of defence deficiencies. These included a lack of anti-tank guns
and missiles, and anti-aircraft guns and missiles for all altitudes on land, coupled with
insufficient artillery power and inadequate tank assault capabilities. In terms of air force,
weaponry was limited, and fighter planes lacked optimal combat capability. At sea, the
plan advised focusing on the development of submarines, small and medium-sized
surface ships, and coastal defence missiles. On 2 April, the Central Military

Commission gave the green light to Zhang Aiping's proposals.®4°

The Chinese senior leadership began showing a new readiness to approve funding for
military technology. The Chinese central military commission thus gained increased
power to enact the military modernisation plan. From late 1982 on, it directed the
acquisition of foreign weapons-related technology. For 1983 and 1984 combined the
CIA estimated the Chinese signed contracts for nearly $500 million worth of military
imports. ®° Chinese technical periodicals prominently featured diagrams of US
weapons and performance characteristics that compared positively in every way to
existing equipment. Chinese arms purchasers had on several occasions stated a
preference for US technology over other foreign sources.®! In the Middle East with
Syrian and Israeli armed intervention into Lebanon in the early 1980s, Chinese military
officers had seen the effectiveness of US weapons facing modern Soviet-produced

weapons.
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Weinberger’s visit to China, September 1983

Soviet military expansion and changes in the US-Soviet power balance impelled
Beijing to draw closer to the US to contain the USSR. Chinese perceptions of the US-
Soviet balance of power had changed by mid-1983. Robert Ross argues that there was
a basic consensus among observers from China that the US had the upper hand against
the USSR, so any US ‘need to counterbalance the USSR with China’ was ‘less
urgent’. %2 To counteract this trend, China invited Defence Secretary Caspar
Weinberger to visit Beijing in September 1983. Shultz thought that China had a ‘card
mentality’ and this invitation was a kind of ‘US card’ against the Soviets. Even so, he
still thought Sino-US cooperation should continue, because ‘even where we disagree
with them we are nevertheless able to have a meaningful discussion with them and
exchange views. This is quite different than our relationship with the USSR.’ %3
Therefore, the NSC wanted Weinberger on his visit to determine how ‘serious’ Beijing

was ‘in cooperating with us against the USSR, &4

During Weinberger's visit to China in September 1983, Chinese leaders showed a clear
interest and hosted Weinberger warmly, unlike with Schulz. When Weinberger met
with Chinese Defence Minister Zhang Aiping on 26 September, Zhang first stated that

the US had long underestimated China's strategic value, but also asked for US military
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help. He highlighted that ‘China has paid a huge material cost to contain the Soviet
threat and we hope that the US can help’ since this cooperation was clearly ‘in line with
US global strategy.”®® Weinberger stressed it was in America's strategic interest to
maintain China as a friendly non-allied country but warned China not to criticise US
policy in the same manner as the USSR. He explained this would have a strong negative

effect on Congress and be detrimental to future military technology cooperation.5%®

The following day Zhang Aiping reemphasised China’s military value to the US in Asia.
Weinberger responded that China's position was ‘crucial’ and ‘we can give you
whatever you need’ apart from ‘what we are developing.” Zhang Aiping proposed China
offer a list of what it sought instead of the US giving a list of what it could sell. As
Weinberger recalled, the Chinese needed a broad framework agreement which would
allow them to negotiate directly with US companies on desired items. The US
government, on the other hand, wanted to agree to specific transferable categories in
advance and work on an intergovernmental basis to find a suitable US firm for
cooperation. Weinberger thought arms transfers should operate a on case-by-case
principle, whereas the Chinese sought an easier path to obtain transfers from individual

companies.%’

The negotiations were difficult, and Zhang and Weinberger agreed to sign a brief
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memorandum to record their initial agreements and divergences. Firstly, the US agreed
to sell China certain defensive weapons systems on a case-by-case basis including anti-
tank, anti-artillery, transport, field air defence, battlefield command, logistical support
and some air interdiction capabilities.®®® Secondly, both sides agreed to establish a staff
officer working group on US-China military cooperation. Soon after the talks China
sent a small military delegation as an investigation team to the United States to draw

up its list of desired technology.®*®

The Establishment of a Three-Tiered Export Control System

The change from Shultz's efforts to diminish China's strategic position to the re-
engagement between China and the United States on military issues evident during
Weinberger’s visit demonstrated their shared interests in countering the Soviet threat.
For Washington, effectively managing their differences while building upon these
shared interests became crucial. Throughout 1983, there were repeated discussions

within the Washington establishment regarding the military sales policy.

In late May 1983, the RAND Corporation hosted a workshop and invited government
officials and prominent scholars to examine US policy in the context of the US-China-
USSR ‘strategic triangle’. The workshop concluded that China had taken an

advantageous position, having good relations with both superpowers. The group
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recommended that the US stabilize its relations with the USSR, emphasizing the steady
US-China relationship and suggesting a response-based US stance on military
cooperation with China. ®° This was essentially a call-back to Harold Brown’s
principle — during the Carter administration - that US arms sales sought to restrain

Soviet behaviour, not to escalate US-Soviet conflicts.

The suggestion received support from the Commerce Department and the DoD.
Secretary of Commerce Malcolm Baldrige stated that technology transfer should
support China’s technological and economic modernisation, however this new policy
must not damage the US-Soviet relationship, even though the military gap between the
PRC and the USSR could widen further.%®! A report from the JCS also supported
liberalising export controls further but recommended a ban on technology exports in
special mission areas: nuclear weapons and delivery systems, intelligence gathering,
electronic warfare, anti-submarine warfare, power projection and air superiority. The
JCS believed that without restrictions in these six sensitive areas, the USSR would think

that the United States was actively changing the Sino-Soviet military balance.%%2

The NSSD meeting in April 1983 concluded that China's attempts to modernize its

military would not outpace the USSR's increasing qualitative edge in armaments. As
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such, the US determined that its interest lay in assisting China in enhancing the quality
of its defensive weaponry to maintain its status as a credible counterbalance. This led
to a policy that allowed a full spectrum of technology transfer to China, including co-
production, aimed at enhancing conventional defensive abilities. However, transfers
that would significantly upgrade China's offensive and power projection capabilities
were prohibited. Specifically, the US would not sell China weapons that could cause
concern among its allies, pose a threat to Taiwan, or unnecessarily provoke the

Soviets.%%?

Around the same time, the Reagan administration also established an informal inter-
agency group to deal with US-PRC military relations. It was chaired by Special
Assistant to the President for Asia Affairs Gaston Sigur, and met every two months to
make decisions on US military relationshi