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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

aeECRr:'f 

INFORMATION 

MEMORANDUM FOR RICHARD V. ALLEN 

FROM: 

SUBJECT: 

RICHARD PIPES v-.! 

U.S.-PRC Relations 

Augus t 19, 1981 

\352.(o 

The attached communication from Secretary Haig to U.S. missions 
abroad (Tab A) dismisses stated Soviet concerns over the new U.S.­
China military relationship as part of the general Soviet 
propagandistic "peace offensive" and, as such, (i.s undeserving 
of serious concern. This could be a very dan erous attitude. 

Attachments: 

-SECRB':1?, 

Review August 17, 2001 
OEC:U\SSil~H:!'D iN rAH'f 

NLPJtf!\llJR/J ... ~~ O 131 

BYJ(Mt,. iW\RA DATElD/J-l/13 
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FURTHER OISSEMlNATION ANO USE Of THIS INFORMATION SUBJECT TO 
CONTROLS STAT£0 AT BEGINNING AND END OF REPORT. FY\ 

STATEIINR JCS/MCCDii) ClA/NMCC 

~ 
OIRE 

SWS NSA TREAS S90 
CHARD COPIES TO: NSC/S NFAC WHSITRM OCR). 
--- 11 1 L I =Ill PUj§ M. rnn■ ::r b 2 : la , , t • 

THIS IS AN INFORMATION REPORT, N T FINAUY !VALUATED INTELLIGENCE 

REPORT CLASS••&ECRET••WNlNTEL~ 

DIST 17 AUG 81 

COUNTRY: USSR/WEST: GERMANY 

SUBJECT: SOVIET JOURNALIST POSITIVE; EVALUATION OF 

SOCIAL - DEMOCRATIC PARTY CHAIRMAN BRANDT 1 S VISIT TO 

. MOSCOW I I 

1.. IN EARLY AUG US ~-T-_1_9_8_1_, .LI ,---------;::::== =======----, 
;J~ ----jcoRRESPONDENT j I coNTAtTEo i 

: JL_ __________ ~ _ __ Jro 
DI$CUSS GENERAL, SOVIE~ I~PRESSIONS OF BRANDT'S 30 JUNE, • Z JULY 

VISI:r TO Moscow. 

2~ _ LI ____ __,I WHO HAD JUST RElURNED FROM THREE , WEEKS IN THE 

U~SR~ SAID THAT •PEOPLE• IN MOSCOW WERE DISMAYED AND MOVED 

IN EQUAL1MEA8URE~ THE¥ WERE DISCONCER?ED BECAUSE THEY 

MUST ADMIT THAT THEY HAD MISCALCULATED THE VARIOUS WESTERN REACTIONS TO 

THE 1 SOVIET POLICY POSITIONS. THIS WAS PARTICULARLY THE CASE FOR 

THE MILITARY Di . . 1 f 
NL. m Jl--¾(05!&01'3'3 □ 

. _. _. _. ~. . DY M · 1-. DllT~3[(dL3 _ · sec~~! .. ,.. ~-· 
.-. .. . ... ..... . .. ,,. ..... ~ .• ~ . · · · • ,._;n .~,::e ·•·d · "f.t;~ · .,. .. 
,. _-.,,._-a .,_ '. ., •• ~' ,..·.' j.-~-•,,_J:; ·, :.;. • , .•,1,:• , <\•\',; ,!.,.,._, .,I•• · • . :·:· -;, ':,;-t;. ; ·::~: - .,-~-,l~~:1t.- ; 1t: -~ · ·.. . .. ·,w .. _ · 



-S!CREi. IN :943a2b 

t.11~t1:"n:1~:'E~WA~B~t~1I~M~G~tJA~T~lijC~~~:OS-,-,ffiH.-\I~\ P~l.G 002 OF · 0 04 
-IN?!LL1GENCE SOURCES AND METHODS IN't'81:Yi0 . 

FURTHER DISSEMINATION AND USE OF THIS INFORMATION SUBJECT TC 
. CONTROLS STATED At BEGINNING ANO ENO OF REPORT 

,. 

INTERVENTION I~ AFGHANISTAN AS WELL AS FOR THE SOVIET POSITION 

RE&AROING THE PROBLEMS OF THE SO•CALLED THIR~ WORLD. ABOVE ALL, 

-.PEOPLE" WERE ASTOUNDED TO HAVE DISCOVERED ONLY THROUGH THE VISIT 

OF BRANOT ~HAT THE EFFECTa WOULD BE IF THEY DID NOT SHOW THAT 

THEY .ARE READY FOR ARMS CONTROL MEASURES. 

WAS STATIONED IN BONN FROM 1q71•77 ·AT WHICH TIME HE 

FREQUENTLY SERVED AS A CHANNEL FOR INFORMAL MESSAGES FROM THE 

SOVIETS TO THE LEADERSHIP OF _THE SPD. HE · RETURNED TO BONN IN 

:EARLY '1981 AFTER .SERVING WITH THE INTERNATIONAL INFORMATION DEPART• 

~ENT OF THE CPSU CENTRAL CO~MITTEE ANO HAS APPARENTLY RESUMED HIS 

ROLE AS iNF~RMAL GO•BETWEEN.) 

, :l. \ \sAID THAT THESE INsiGHTs H~o LED To THE 

FORMATION OF SEVERAL WORKING GROUPS TO -COME UP WITH SOME· CONCRETE . 

. SUGGESTIONS IN PREPARATION FOR THE VISiT OF SOVIET LEADER 

LEONID B R ·E Z H N E V TO BONN PLANNED ·FOR THIS FALL. THESE SUGGESTIONS 

-SHOULD MAKE IT CLEAR THAT MOSCOW WILL INTRODUCE SERIOUS MEASURES FOR 

DISARMAMENT ON BETTER MEASURES TO STOP THE CURRENT ARMS RACE INTO THE 

EAST•WEST DlALO~ WHEN THE UPCOMMING MOSCDW•WASHINGTON NEGOTI~TIONS BEGIN. 

SAID •PEOPLE• IN MOSCOW WERE - VERY !~PRESSED 

ey 8AA~OT'S COMMENT DURING Hts VISIT THAT THERE IS A COMMON 

INTEREST IN THE ·EA~T _AND WEST IN FINALLY £NDING THE ARMS SPIRAL 

-ANO IF POSSI&~E IN .REVERSING THE SPIRAL. 

S. , WHEN ASKED WHY HE HAD USED THE FORMULATION •MOVED,• 

~----~j sAio THE SERIOUSNESS AND THE MANNER IN WHICH BRANOT 

.3EeREl 

., , 
. ·J. 



IN 0943620 
". . .. I 

. WA!fJitlC t!OilCe" PAGE 003 OF 
I~fEttIGENCE SOURCES ANO METHODS INY8L~EO 

FURTHER DISSEMINATION ANO USE OF THIS INFORMATION SUBJECT TO 
CONTROLS STATED -A~ BEGINNING ANO ENO OF REPORT 

RAO EXPRESSED THE WESTERN StANOPOINT (ESPECIALLY THE SITUATION 

IN WEST GER~ANY) ANO, AT TME SAME TIME MIS UNDERSTANDING OF 

SOVIET CONSIDERATIONS ANO ·APPREHENSIONS, MAYE LEFT BEHIND A 

LASTING IMPRESSION. PEOPLE MENTIONED ALSO IN THIS REGARD 

BRANDT'S PUBLIC STATEMENT ON THE QOTH ANNIVERSARY OF THE NAZI 

GERMAN ATTACK ON THE SOVIET UNION. 

6. I \THEN SPOKE OF . 

ITHE GREAT CONCERN IN MOSCOW OVER THE ALLEGED ENCIRCLE• 

MENT POLICY OF THE u.s, HE SAID WHAT TH~ U.S. IS DOING IN CHINA 

AND PAKISTAN IS SO OBVIOUS THAT ONE COULD SPEAK OF A PINCER 

MOVEMENT;. h10SC0W KNOWS EXACTLY THE AMOUNT OF U.S. ARMS ---·-~. 
DELIVERIES AND .IS ALSO INFORMED· ABOUT THE SIZE OF THE · NETWORK OF 

EXPERTS WHO HAVE ALREADY BEEN SENT INTO ACTION BY WASHINGTON OR 

WHO ARE AVAILABLE. WHEN ~ESTERN EUROPE SPEAKS ABOUT THE ALLE~EO 

SOVIET THREAT, THEY FORGET OR IGNORE T~E FACT THAT THE u.s. 

PURSUES A CONSCIOUS ENCIRCLEMENT POLICY AGAINST THE SOVIET UNION 

WHICH IS MUCH ~ORE DANGEROUS THAN THE SO•CALLEO THEATER NUCLEAR 
...... ,.,.. .. J '1P'J•· 'R"F f 4 M \ !'t(J'f• .. · ""'11#"-'II ~~tin-.,~~ ..... ... ' •,1;; ~• .. •!:•~~.J:M~,...., ivf.) ....... ~~1\,- •,'),i • ot.:,,,.:~ ··>"C.~~n•---« Uiwiada"'~•:lf',w.'N,11.~;-: 

SITUATION IS SEEN IN MOSCOW. 

SEEMED DEPRESSED BY THE INTERNATIONAL SITUATION.) 

L__ _ _ ___ PASSED ON L--1 _ ____ _ IMESSAGE TO BRANOT, 

BUT BRANDT'S REACTION IS NOT KNOWN. 
~ ---- ---- -------------------, 

SEeRET 
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SITUATION : IHDIS I N 
SIIB J C T Ci'\T <,nKv : FE 

MFSSAGE / ANNnTAT I □~ : D CLASSIFIED 

MFS <; GE : 
t1CE539 
5 TU'35A~ 
un RUEHf 

NLR M3J<,/ t l"-loOt'3'1 • 
av___ DATE$/\3 

ur RU~JP(, #P9~B 2340725 
LM S S<;!:> Z?li 
U 22071i;;z AIJG 81 
~M AMEMnA<;SY REI J I G 
In ~(STAT W s~oc IMME lA E 4 4~ 
oT 
3 t e ,l '1 r br l JING 8938 
I (l DI 

. G. 206~ : k S-1 8 / 22 / 01 (F~EEMA , CH L FSW ) UR - M 
AGS : 6KM 1 1FCH , E~RG , CH , ~F 

S ll 8 J E C T : <:; W J ~ <; R E 0 U S T F lJ R I 1 ~ 0 ,'1 A f I UM 
uF PRr u n~IUM TO SCUTH AF I~A 
KFF : ST\ F ?24110 

PO S i LE SHI PM ENT 

l • A n C AU r, U T 2 2 P A 5 S E U I N O I T ! n f'i P l PAR A 2 
uF REFTF L, l=XCl::PT FO DATA I CY LJ I nE:R S Tu ZHAN G ZAI, 
U[PUT Y n I RtrrnR , AM RICAI N0 u tA'iT L AFF PS, MFA . 
2 • F P p t C 1--l I u I J N EL OR A GUS f L 2 , LA L L D n N 11 CM TU D I SC USS 
lHE REPnlHE PRC URANIUM S1·iIPMl: l f Su 'J TH 
AF IC • T i:: <:ull SELOR S I lHAT TtlF FKFNCH MbA SSY IN ER N HA D 
bfE JNrG 0 Mr=O BY THE FRG EMBAS~Y nF uU AP ~PGA CH TO BONN 
u l THI 5l 1 JECT . Tf-<E cnu ::>EL.OK A.tr) TH~ T AS THE REP ORTE 
() F T H.1 AT ! 11 l'l lJ F THE U A I UM S t I I P ~ 1 t NT w A S TO TH E F R E NC H 
tHII T k'l ~EPG RFACTOKS , PA I wns C 1\J Cl:RNf • 

H C lNTkACT FLJR KOEBERG , tiE SATU , TNCLltDED 1-R NCH 
1-ABRIC rrri. F THE PEI\C TUR CJR <:; hllTh U5 - S PPL ED 
ENR IC Hf::f'' II ANiliM . THE US HAS , n URSF , K USELJ TO SUPPLY 
L N I C 1-f I: n II IH U l f- 0 R TH E K Ll E b f: r. R I:: t\ C T LI R S • 
l 1-f f: F P E ~ l 1.. H A F C mJ C F RN E 0 
THAT I lHf: SnUTH AFRICA s QtjT r 1:NK IC IIEn FUE L FR OM 
A I THfk nu I= TH(Y MI G4T lN~IST THA r~,1:: FRl:NCH PR OCEED 
WTTH T F FARK T ATION . 
~- AnCM <:;AJU THAT WE HAD 1:XP I:<; Fu UK c n~Cl::RN T THE CHI NE E 
AP u UT T 1-1 l: r= n TED SH I PM N S • TrlE 
C HI NE S E S ti Y 1 HAT TH _ Y HAVE MAD I: 1-1 n AL I: fl I- E: N k I CHE D UR AN I UM 
Tn SOIITH nf- 1CA, BUT HAV PRut- 1<; 0 TU LOOK l"4Tu OU R 
1 NF O ~1 AT I nl\J T 1-' AT C H J NE S E S L I:: S ~, A I) I: l n EUR U P t: AN C OM P AN Y 
wIL L rE ~tVr=kT OTO OUTrl F ! CA . 
~ . T E Pf: ' H C UNSELOR A Kt:D t- A 
\'lfllJ LO BF OE'1PAP L FROM THI: JS PU i i T 

HA T ThF Ft{r CH DISCUSS fH I SUR J ECT 
f PEFMJ\N 

Rt: t 1CH APP DACH TD THE CHI NESE 
0 VJ t:W . ADCM SUGGESTEb 
! 1'1 WA SHI NG TON . 
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SENSITIVE 

SlTUATIDN(S) MESSAG <S> LISTING DATE 08/31/81//243 

SITUATION~ CHECK 
SUBJECT CATAGnRY; LIST DECLASSIFIED 
MFSSAGE / ANNnTATION: JLRR MIila/i 6 (e0\35 

# 
MESSAGE: 

IMMEDIATE BY l>M\... NARA DATE$/ 13 

0 250R50Z AUG 81 
FM AMEMBASSY REIJING 

TO SFCSTATE WASHDC IMMEOIATE 4775 

~ f e ~ E ~ SECTION l OF 2 BEIJING 9020 

NDDIS 
E~ □, 12065: ROS-1, 3 ~ 8/25/01 (fREFMAN, CHARLES W, JR . ) □ R - M 
TAGS: Pn!P, PEPR, MASS, CH, TW, US 
SUBJ: FDKME R PRFSIDENT CARTER'S ME TIN~ WITH PREMIER ZHAO 

ZIYAN~: DISCUSSION OF fHE TAIWAN SSUE 
l, / .... eNTIRE TEXT 
2, SUMMARY. DURING PR SIDE T CARlER'S AUGUST 25 
MEETING WITH CHINESE PREMIER ZHU, THE CHINESE 
LEADER ALLEr,En THAT THE CHINESE UNuERSTANDING DURING 
THE NORM AL I Z AT I ON NE GOT I AT l O I S \.I A THAT THE US WO UL D 
CEASE FURTHER ARMS SALES TO fAI~AN WITHIN A "SHORT 
PFRIOO OF TTMF.." THE FORMEK PRESIDE T TfJOK P LITE 
BUT FIRfv! ISSUE WITH THIS STATEMENT, HE SAID THAT 
THE ONLY COMMITMENT OF THE US GnVERN ENT HAD BEEN 
Tn PRIJDFNT 6.ND RESTRAINED IN SucH SALES, WHILE 
LIMITING THFM TO PURELY DEFENSIVE SY TEMS, H 
INDICATED THE NEED FDR BOTH SIDF TO ADHERE TO THE 
TERMS OF NGRMALIZATION, THE PREM ~R CONCLUDED BY 
SAYING THAT SHOULD US WEAPONS ALES TD TAIWAN "CONTINUE 
FOR A LnNG TIME, RETROGRESSION IN SINO-AMERICAN 
KELATION WOULD BE HARDLY AVOIDABLE. THE PREMIER 
ADDED THAT VICE CHAIRMAN DEN~ XIAOPING WOULD LIKELY 
RAISE THIS ISSUE ON AUGUST 27, ~HEN HE MEETS AND 
LUNCHES WITH PRESIDENT CARTEK, END SUMMARY. 
3, IN HIS MEETING WITH FORMER PRESIDENT CARTER ON 
AUGUST ?5, PRFMIER ZHAO ZIYA G DESCRIBED THE PROGRESS 
IN US/CHINA RELATIONS SINCE NORMALIZATI ON AS 
"GENERALLY GO □ D," BUT SAID THAT THE TAI WAN ISSUE 
REMAI en AN OBSTACLE TO FURTHEK PROGRESS. HE NOTED 

* * * * * * * * * * * * * * * 
SIT : "RVA" cnL JP VP 
tOA: LILLEY,KlMMITT 
WHSR COMMENTS: CHECK L IS T 

PSN:022553 OTG:250850 

SEi'lSITIVt 
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!>ENS I TI VE 

SITUATION(S) ME~SAGE( ) LISTING DATE 08/31/81//243 

SITUATION: CHECK 
SUBJECT CATA ORY; LIST 

MF.S5AGE / ANNOTATION: 

THE NFW AnMTNJSTRATIONIS RECUNG Nl TIQN OF THE 
STRATEGIC I~PnRTANCE OF SINO~AMERICAN RELATIONS 
ANO Ollfi. RFPEATED STATEMENTS THAT THE US WANTS ITS RE,.,, 
LATIO NS WJT4 CHPNA TO DEVELOP FUf THFR 0~ THE BASlS 
UF THE JOINT CO MMUN IQUE OF JANUA~Y 1, 1979. HE 
DES CRI BED SFCRETARY HAIGIS TALKS IN BEIJING AS 
PRonuc TI VF ANn succ Es s FU(,. l N DE FP EN I l'4G MUTUAL 
UNDERSTANnlNG, HE SAID THAT TH~ CHI ESE GOVERNMENT 
MAO FURTHER CLA RIFIED TO TrlE SECRETARY ITS POLICY ON 
THE TAI WAN OUESTION, PARTICULARLY THE QUESTION OF 
US AR MS SAL~S TO TAIWAN. "UUK DIFFERENCES □ N THIS 
QUES TI ON REMA IN ED UNRESOLV~D,'' µE SAID. PRE MIER 
ZHAO NO TEn THAT THE SECRETARY HAP EXPRESSED RECOGNITION 
OF THF SENSITTVITY TO CHINA ~F FURTHER US WEAPONS 
TRANSACTinNS WITH TAIWAN AND HAn AFFIRM ED THAT 
THE us WOU Ln ACT WITH "ALL P~UoFNCE" nN THIS 

lJ E S T I O 1\1 • NE V F RT HE L E S S , HE SA I O, THE C H I NE S E 
GOV FR NM F NT rl I L L HAVE TO WA I T AN 11 SEE= WHAT "ACT I ON S ,, 
THE US GOVERNMENT TAKES. 
4, PRE MIER ZHAO NOTED THAT PREStDENT CA RTER ANO 
THE C H I I; S E G 11 V E RN ME NT HAD " S I G 1\11: D '' THE J O I NT C OM MUN I QUE 
DES PITE FUNQAME NTAL DIFFER EN CES UN THE QUESTIO OF 
ARM S SALES TU TAI WAN. CHINA HAO STATED ITS FIRM 
□ PPD STTTUN TO SUC H SALES. ,THA O BEEN TME CHINESE 
"U ND ERSTANDING" THA T "AFTE R A RFLATTVELY SHORT TIME 
THE u~ WOU Ln CEAS E TO MAKE SUCH AL ES TO TAIWAN, BUT 
THAT HAO I\OT TURNED OUT TO BE TH E CASE." THE PREMIER 
EMPHASIZED THAT THE TOLEKA~C E OF THE CHINESE GOVERN­
MEN T AND PEnPLE I N THIS REGARD ~AS "LIMITED,P 
NOT IN G THAT THE FORM ER PRESI DEN T HAn MAnE GREAT 
CONTRIBIITTO 1S TO SIN □ ... AMERICAN R LATIONS DURING HIS 
TER~ IN OFFICE, THE PREMIER EXPR SSED THE HOPE THAT 
HE WOIJLn CO!'-I TTN UE TO WORK ACTIVFLY TU MAKE SURE THAT 
~ELATIONS WOU LD " NO T RETROGR S •" 
5 . PR ES tuF NT CARTER RESPONOEU THAT HIS PURPOSE IN 
COMING TO C~ lNA WAS PRECISELY TD DE EPEN MUTUAL 
UNDERSTAI Dlf\G AND TO ENHANCE THF PROSPECTS FOR 
FUR TH ER cn□ PERATION BETWEE THE AMERICAN ANO 
CHINESE PFOP LFS, HE SAID THAT HE HA D TALKED 
~I TH ~ECRET~RY HAIG BEFOKE HIS n~PARTURE, THE 
5FCRETAPY HAD STRESSED THAT HIS TALKS I N BcIJING 
HAD REVEALED A WI DE RANGE OF COM MON UNDERSTANDING 
ON SU RS TA~TIVE ISSUES, BUT THAT HE RECOGNIZED THE 
C D NT I NU I i\J G F X T S TE NC E OF D I F F ER E IC E S lJ F n P Hd ON ON 

HE ISSU E (JF TAIWhN. THE FORMER PRESIDENT SAID 
THAT HE HAD BEEN AWARE Or SOE II NCERTAI NTIES 

SENSITIVE 
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ScNSITlVE 

SITUATION(S) MESSAGE(~) LISTING 

SITUATION: CHECK 
SUBJECT CATAGORY: LIST 

MESSAGE/ ANNnTATIUN; 

ABOUT THE I~TENTI □ NS OF THE NEW ADMJNISTRATIUN IN 
!TS EAKLY DAYS IN OFFICE, HE HAD BEEN PLEASED TO 
SEE THESE UNCERTAINTIES TEA OILY REMOVED. 
6, PRESIUENT CARTER NOTED THAT US POLICY T WARD 
CHINA WAS A 8IPARTISAN MATTER, BEGUN BY PRESIDENT 
NIXON WITH THE SHANGHAI COMMUNinUE, FURTHERED BY 
HIMSELF DlJRING HIS PRESIDENCY, A~D NOW CARRIED 
FORWARD BY THE REAGAN AOMI I STRAfION , HE COULD 
$TATE PnSITIVFLY HIS CONFIDENCE THAT FURTHER 

DATE 08/31/81//243 

PROGRFSS ~OULn OCCUR DESPITE SOME UPS ANO DOWNS~­
WHICH WFRE nNLY TO BE EXPECTED IN RELATIONS BETWEEN 
lwo GREA1 NATIONS SUCH A CHINA AND THE UNITED STATES, 
lHE IMPnRTA~T THING, HE STRESSEn, WAS THAT THERE 
BE AN U tuERLYING BASE OF MUTUAL UNDEKSTANDING AND 
FRIENOS ►!lP, AND A COMMON RECOGNITION nF THE 
IMPORTANCE nF GOOD CHINESE/US RELATIONS TD THE 
MAINTFNANrE OF GLOBA L PEACE ANO fHE STRENGTHENING 

bT 
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SITUATION($) MESSAGE(~) LISTING DATE 08 /31/ 81/ /243 

SITUATION: CYECK 
SUBJ~CT CATA~ORY: LIST 

M ss AGE / ANtnTAT uN: 

MESSAG : 
lMME0TATE 

I T : 

IJ 25085<12 All(, 81 
FM AMEMAASSY PEIJING 

D -E~ST~TE WASHO C IMMEuIATE 4776 

~Ce k E f SECTION 2 OF 2 BEIJT G qozo 

N □ DIS 
tJ F OPP O $ 1 T 1 n N T n AG GRESS IO t~ l N ARE AS SUCH AS 
KAMPUCHFA A~O AFGHANISTAN. H~ PFRSONALLY 
FELT CUN JDFNT, HE SAID, THAl ON THIS B SIS THE 
TAIWA~l PRrJBLEM COULD, OVER T ME, RE SOLVED. 
7. THe FURM!=R PRESIDENT STRESSEn, HnWF.VER, THAT 
HE FELT IT IMPORTANT THAT THERE BE NU 
MJSUNDER TA"'DING OF WHAT HE HAD AGKEEn IIPON WITH 
VICE CHA!QMAI DENG XIAOPIN~. H~ HAU AGREED, HE SAID, 

0 BE "PK UD!=NT " IN ~AK ING fUKTHi:: .. SALES OF WEAPON S 
0 TAl~AN, TL LIMIT SUCH WEA □NS TU CLEARLY DEFENSIVE 

lYPES, hNn T TO PROVIDE TAIWAN WITH THE CAPABILITY 
TO ATTACK TYE MA I NLAND OF CHINA. FUR HI~ PART, 
VJCE f.HAIRMAN DFNG HAD AGRtED Tn ANNUU CE THAT 
CHINA wnULO APPROACH THE TAI NAN QU STION WITH 
PATIEr--tci= IN A I EFFORT TO RESWLVF IT PEACEFuLLY. 
H. PRESTDFNT CARTFR SAID THAT HF HAD OBSERVED 
WITH PLFA~UPE THE QUIET OEVEL □PMEN OF TRADE AND 
OTHER LINKS BEHJEEN TAIWAN A1 D THE MA INLAND AS WELL 
AS THE r: 1TH~UJNG REDUCTIO1~ F TENS! NS IN THE 
AREA. H~ 5TP SSED HIS STRONG Pf:i;iS!Ji hL PREFERENCE 
THAT ~LL TERMS OF THE RI A~A MER T~AN AGRFEMENT BE 
CARRIED UUT. HEP EDICTEU THAT THE REAGAN ADMINIS~ 
TRATION wnULD HONOR THE AGKEEMENTS n THE us 
GnVFRN~ J:: T It THIS REGAR • 
~. PREMTE~ ZHAU NOTED THAT AFTEP NORMAL ZATIWN THE 
US CONGPESS HAD PASSED A " TAIWAN RELATIONS A T11 IN 

HICH T~E U ITED ~TATES ASSUMED C8NTINUING 
ESPONSJBTLTTIES FOR TAIWA N' SECUIUTY AND Ui D RTDOK 

* * * * * * * * * * * * * * * 

FOR : KEMP,LILLEY 
WHSR DMMEMTS: 
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~ITUATION(S) MESSAGE($) L1STING 

SITUATION: CHECK 
SUBJECT CA AGnRY; LIST 

MESSAGE / /'J. JW1T"TTON: 

Tn CONTINUE WFAPONS SALE TO THF ISLAND, THIS 
H AD '' AR n U 5 E I') GR E AT D I S S AT I ~ F AC T I UN AMONG THE 

DATE 08/31/bl//243 

CHINESE PFOPLF.." IN FACT, THE PPEMIEK SAID, THE 
TAIWA"-1 PELATIONS ACT HAD "K.ESTOqEO" THE "ABROGATED" 
MUTUAL nEFE: lSF PACT BETWEEN fHE UN!TE:D STATES AND 
fHE TAIWAN AUTHORJTlES. DUKING SECRETARY HAIG 1S 
VlSIT, THF CliINESE SIDE HAD SAin EMPHATICALLY THAT 
THE US GCJVERNME T MUST NOT ASSU~1E THAT BECAUSE OF 
THE REQIIIQEMENT OF JOINT OPPuSlTl □N TD SOVIET 
EXPANSinNISM, THE US COULD RETREAT FROM ITS 
COMMITMENTS ON THE TAIWAN QUESTTUN. HE REITERATED 
THAT THF TULE~ANCE OF THE CHINESE GnVERNMENT AND 
PEOPLE ON TYlS MATTER WA LIMITFD. PREMIER ZHAO 
ADDEO THAT TF THE UNITED STATES WER TO ACT 
IMPRUDENTLY UN THE BASIS OF AN INAOFijUATE ASSESSMENT 
OF THE MUnD OF THE CHINESE PEOPLE UN THIS QUESTION, 
THE cnN~EQU~NCES WOULO BE VEKY )CRinus INDEED. 
fHE CRITICAL OUESTION WA H □ rl THE US GOVERNMENT WOULD 
ACT, 
11. THE fnRMER PRESIDENT REirER~TED THAT HE HAD 
"NEVE~ MAnE ANY CDMMITME T TU DENG XIAOPING THAT 
THE us HO 1 J L n s TO p s E L L, I NG w EA p O I' s T n TA w A 1-.J • ,, RATHER, 
HE HAn ACKNOWLEDGED THE CHINESE UBJECTIONS TG 
THIS, A~D HAD TOLD VICE CHAIRMA DE JG THAT THE US 
GOVERNMFNT ASSUMED A COMMITM NT TO RE PPUDENT IN SUCH 
5ALES, TO LIMIT T~EM TO OEFENSIVc WEAPUNS □ N~Y, ANO 
Tn ENSURE THAT SUCH WEAPON WOULD NOT BE USED TD 
ATTACK THF MAINLAND. PRESIUENT rARTFR NOTED THAT 
VICE CHtlPM~N DENG HAD MADt CLE~ CHINESE OAJECTIDNS 
TO ANY WEAPONS SALES TO TAlWAN AS W~LL AS TO US 
NAVAL VFSS~LS CALLING IN TAIWAN UR TO JOINT MANEUVERS 
BETWEEN THE U~ ANO TAIWAN. HE SAID THAT HE HAD 
INFORMEO THF VICE CHAIRMAN TrlAT THERE wnULD 
BE NO J n PIT MANEUVERS AND rHA,. THE LAST us NAVAL 
VcSSEL vl(JllLrl VISIT TAIWAN IN APRlL J 79. 
12. TYE F~RMER PRESIDENT STRESSFD rHAT WHILE IN 
WFFICF HE HAD SCRUPULOUSLY HUNDRED ALL OF THE 
COMMITMENTS Hf HAD ~ADE TO THE CHINFSE. HE PREUICTED 
THAT THE REAGAN AOMINISTRATIJN WOUL LIKEWISE HONOR 
THOSE cnMMITMENTS. HE NOTED THAT THE PRESIDFNT AND 
LlTHERS TN THE ADMlNISTRATIUN HAD CAREFULLY REVIEWED 
THE MTNUTFS OF AMBASSADOR WOUDCDCK 1 ~ TALKS WITH FOREIGN 
MINISTER HU~N~ HUA AND HIS OWN TALKS WITH VICE 
CHAIR~AN n~NG DURING THE LATTER'S VISIT Tn 
WASHINGTON. HE SAID THAT HE UNDERSTnuo THE 
CONTINUI1 G DIFFERENCES OF LJPINinN LIVER THE TAIWAN 

SFNSITIVE 
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SENSITIVE 

SITUA TI ON (S) MESSAGE(S ) LISTING 

SITU ATION: CHECK 
SUBJECT CATAGORY; LIST 

ME SS AGE / ANI !iTAT l ON: 

ISSUE BUT HnPED -- AND EXPECTED ff- THAT THESE WO ULD 
NnT BF- PE~MITTEO TO CAUSE SERIQllS PROBLEMS IN LJUR 
kELATIO 1S 1 

13. PREMIER ZHAO SAID THAT CHI NA ALSU HOPEO THAT 
STN □ ~AMERJCAN RELATIONS WOU LD C~NT I NUE TO ADVANCE, 
ANO NnT RFTROGRESS . BUT, HE ADDED , "S HOU LD THE 
US GOVERNMENT CONTINUE TO SEL L WEAPnNS TD THE 
TAIWAN AUTHnRJTIES FOR A LUNG TIME, A RETROGRESSION 
IN OU~ RELATIONS IS HARDLY AV DIOAB LE ANn PROGRESS 
WILL NOT BE PnSS I BLE," THE PREMIER SUGGFSTED THAT 

DATE 08/31/81//243 

"OUR DISCtJSSirJN OF THIS MAT TE:R GU NO FURTHER," ADDING 
THA T "P ERHAPS " VICE CHAIRMA N DENb wnULD WISH TO 
TALK ABnUT TT WITH THE FORMER PPE SI DENT. 
14 . PRESIDENT CARTER SAID HE " WOVLU BE SURPRISED 
IF THAT hERE NOT THE CASE." HE !\ODED TH.AT " ~IE 
HnPE THAT THE EFFOR TS OF YOUK GnVERNMENT TO REA LIZE 
THE PRINCIPLE OF ONE CHI NA , UF WH IC H TAIWA N IS A 
PART , WILL CONTINUE TO MA KE PROGRESS ." HE NOTED 
THAT HE HAD SAID SO PUBICLY IN nECEMBER 1978. 
l5 . PRESIDE~T CARTER HAS SEEN THlS MES SAGE . 
FREEMAN 

BT 

SENS1TIVE 
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~FNSITIVE 

ITUATIO CS) ME~SAG ( ) LlSTING DAT 08/31/81//243 

SITUATION: CHEC K 
SlJBJf:CT CATAG RY: LIST 

MFSS GE / A~N~T~l U : 

MESSAGE; 
IMMEDIATE/ 8UTINE 

CJ R 26 025 72 AllG 81 
FM AME M~A SSY EIJING 

TO SECSTATt WASHDC IM MEDl AfE 47 97 

lNFO CHI IA PDSTS COLLECTlVr: 

, 8 ~I F I El t I, 'f I A: L- EC T l ON CJ 1 n F O 2 B t: I J I G 9 0 3 8 

I: XDI S 
£ . O. 12n6~: DS-4 8 /26/11 (F KEEMA , CHARLES W,,JR,) OR-M 

AGS: PEPP , CH , TW 
!.->UBJECT: PR( VICE FOREIGN I I I~ Tt::R TALKS At:sOUT TAIWAN'S FUTURE 
l. (;! - FNTIRE TEXT), 
2 . Sll "I AQ..Y ~ VICE FOREIG1 MI NlSTt:R ZHANG rJ l: NJIN TOLD 
CDDEL 11/\lFlt:Ln THAT CHINA "C NN T nLERA TE" A TAIWAN 
IHAT IS A SFPARAT POLITICAL E TlTY, BUT REAFF lRMED 
!3EI Jl "JG 1 S FT M INTE TION TLl EEK R.1:U ' IFICATIUN THROUGH 
PEACEFUL MEAi S. HE SAID THAT CE PUL,ITICAL REUNIFICA .. 
TJON WA S PELATZFD TAIWAN WOULD Pt ARLE TO MA I NTA IN ITS 
CURREt--lT W/1.Y UF LI FE ., TRADE A1~D C MMERCE WITH OTHER 
cruNTRIF., AS wELL AS A CEKTAI 1 MU T F AUTON MY 
I N C ON D 11 C T I "' (., I TS M I L I TAR Y AF FA I KS • TH E PRC W I LL. 
NEGOTIATE WITH THE TAIWA AU HO~ TI ES AS T WAHT LEVEL 
OF AMP.Efl FD CFS THE ISLA1 D WUULr> MAIN TAIN, AS FOR 
AR.~S SLJPPLII: FROM OTHER CuU, TRT!: , HE SA I D THAT THIS 
~AS ST ICTLY A FUNCT i nN uF ThE C "N TRAL OV~R M!:NT BUT 
THAT NEfU TI TIU !\I S WITH TAiwA1-l AL~ C □ ULC'l BE □N -
UUCTEf"I O' THlS UESTIDN. FOREit:. I JVE TMENT ON TAIWAN 
Cf1ULD critHI 1UE., ACCCRDIN TO ZH G. TH F VIC FOREIGN 
MI NISTER SAID THAT THERE ARE A ALL HA NDFUL O PEOPLE 
IN THE 11. s . WHO ARE HOSTlL.1:: r □ TtiE PKC AND ARE NOT 
AWARE UF THF STRONG FEELINGS Of TH~ CHI ~E E PEOPLE ON 
THE TAil,JAM rsc;ur=. HE CALLED UPn, TH u.s. TO "UNDER• 

TAND A 1LJ SYMPATHIZE " WI TH CHINF E VIEWS O REUNIFICATION 
0 ThAT THE J<;SUE COULD E SETT En "AS 0(1 AS POSSIBLE." 

* * * * * * * * * * * * * * * 
<;IT: VA COL JP VP 
E □ R : LILLEY 
\•I HS R C n MME t-.J T c; : 

PSN: 024096 OT :2Av2!:>7 
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SITUATION CS) MESSAGE(S ) LISTING 

SITUATION: CHECK 
SUBJECT CATI\GnRY: LIST 

MESSAGE/ ANNnTATION; 

DATE 08/31/81//243 

TYE VICE FOR~TGN ~INISTE~ CHARACfERJZED SIN□~u.s, RELA­
TIONS AS "FAIRLY GOOD ON THE WHnLE ," E PECIALLY WITH 
REGARn TU THE TWO COUNTRIES VIENS TO~ARO THE SOVIET 
UNION . END SUMMAYR. 
3 . AT A nR~AKFAST MEETING WI TH COUEL HATFIELD ON AUGUST 
24 , VIC~ FORElG MINISTER ZH NG WENJlN , IN RESPONSE TO 
QUESTIONS FROM THOSE PRESENT, TALKcD ABOUT TAIWAN'S 
FUTURE. ZH~NG SAID THAT CrlINA "CAN NO T TOLERATE" A 
TAIWAN THAT IS A SEPARATE POLITI~AL ENTITY, BUT REAFFIRMED 
bEIJI~1G•~ FIKM INTENTION TU 5EE~ REUNIFtCATIUN THROUGH 
PEACE~UL M I\N~ . HE SAID THAT THt PPC HAS CALLED FOR 
POSTAL, T~ANSPURTATION, ANO COMMuNICATinN Ll~KS 
WITH TATw6N BUT SO FAR THESE EFFURTS HAD MET WITH "STUB­
BORN REFU~AL ." NEVERTHELE S, LHANG SAID, THE U.S, 

AN RFST AS~UPED THAT CHINA tl lLL HAf\!DlE THE TAIWAN 
ISSUE WFLL SO LONG AS NEITHER T~lt TAIWAN AUTHORITIES NOR 
OTHERS nID ANYlHING TAHT FURCEO THE PRC TO ACT AS IT 
WOULD STR □Nr.LY PREPFER. NUT TU (I~E., RcSORT TO FORCE,) 
Mnsr CRl.1CIAL FUR. THE PRE ENT IS THE'1NE CHINA PRINCIPLE, 
fHE VTCE FO~tTGt MINISTER SAID. 
4. ZHA~G STRFSSED THAT ONCE PULlTlCAL PEUNlfJC ATION WAS 
REALIZEO , TAIWAN ~OULD HA VE A PECIAL STATUS AND WOULD 
BE ABLE TO MAINTAIN ITS CUKR NT W~ Y UF LIFE AND SOCIAL 
SYSTEM. IT cnULD CONTINUE ITS nwN T~AUE AND COMMERCE 
WITH nTt-1ER COUNTRIES WH ILE BEIJJ G AI\ID TAIPEI WORKED 
TOGETHER FOP REUNIFICATION . FOREIG~ TNVESTMtNT ON TAIWAN 
COULD ALSO CONTINUE, ACCtJRDING TU ZHANG. L(ICAL LEADERS 
WOULD MAINTAl~ THEIR POSITIONS AND BE AqLE TU PLAY 
AOMINJSTRATTVE ROLES AS WELL AS A OLE IN CONDUCTING THE 
ISLAND'S n~~ MILITARY AFFAIRS. LATFR QUESTIONED ON THIS 
POINT, 7HANG SATO THE PRC WOULD OT OISARM TAIWAN AS A 
M~TTEP nF PRJNCJPLE, BUT TrlAT BFIJING WILL HA VE TO NEGOTIATE 
WITH TH~ TAIWAN AUTHORITlE AS TU rlHAT LEVEL O ARMED 
FnRCES THFY W ULO MAINTAIN . AS bOR ARMS SUPPLIES FROM 
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SITUATION: C ECK 
SIJBJECT CATAGnRV: LIST 

MES AGE/ ANNnTATIOJ: 

MESSAGE; 

SIT: 
FOB: 

IMMEOIAT / RnUTINE 

R 260,s;z AUG 81 
FM AM MRA SY EIJING 

n SECSTATE WASHDC IMMEDIATE 47°8 

I Fn CHINA POST COLLE TlVE 

-6 B h f I r, E ~, T I A to ::>EC TIO O 2 n 

f.:XD IS 

2 B(;IJI G 9038 

OT ER cnu ITRlFS, THF VIC FORE1r.1 MINISTE~ SAID THAT 
THIS WA c;TPICTLY A FUNCTiuN OF THE E TRAL GOVERNMENT. 
"THE CE~ITRAI. r. □ VERNMENT WILL COMLJUCT N GOTIATlONS WITH 
TAil>JMl flN T4Ic; OU STION." ZHANG SAID THAT THE ONE CON-
DITIOt--J THAT BtIJING INS! TS UPU ! IS THAT THE TAIWAN 
AUTHORITIES SHOULD BE LOYAL TO TH COUNTRY. THEY 
CANNOT PE A ''TRAITOROUS CLIQUE," HOSTILE TU THE BEIJING 
GOVER~MFNT. HANG REVIEWEU VAKTWU5 EP1500 OF COMMUNISf 
PA TY (CCP) cn□ PE ATION wirH THE NATl □NALIST PARYTY 
(KMT) I I THF PAST, POINTlNC, UT THAT THERE ARE PRECEDENTS 
f CllRP£:NT t:FFORTS TD P 1Jf"10TE CUOPFRATID I BETwEEN THE 
CCP AND K'H. I N RESPONSE TO A f'\lJFSTIO L.lKENI G HONG KOi GtS 
TRANSITIONAL ~TATUS T □ THAT JF T IWAN, ZHANG SAID THAT 
BOTH WERE A PART OF CHINESE: lERR TRY AND THAT BOTH WOULD 
bF SETTLtD THPOUGH EGOTIATIUNS, AS FUR HON KONG, HE 
ADDED, THP PRr ~AS NOT READY Tu NEGOT IATE AT THIS TIME. 
5 , Tl IR 1\1 l NG Trl T A l W A N AS AN I S S LIE I N S I M Q ... U • S , R E LAT I ON S 1 

ZHANG SAi~ THAT THERE ARE "A SM~LL HANDFUL OF PEOPLE 
IN THF 11,s. WHO ARE HOSTILE TO THE PRC AND ARE NOT AWARE 
OF THE <iTR O G FEEL! 'GS OF THE HINESE PF □ PLE ON THE 
TAIWAN TS~U~. TAIWAN IS A CkUCIAL ISSU AD WE HOPE 
THE U.S. WILL lJNOERSTAND A1W SYMPATHIZE: WITH THE CHINESE 
VIEWS OM RElll\iIFTC/lTIDN ." 2HANC, SAin Ht HOPED THAT THE 
TAIWA N I SU~ WILL BE SETTLED " A<:: SOON AS PUSSI6LE;" 
THE PPESTIGF OF TAIWAN AUTHO ITT WlLL DECR A~E THE 
MORE TH~Y D!=LAY I~ COM! G TD TERMS, HE 5AIU. HE DECLINED 

* * * * * * * * * * * * * * * 
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TO SPFLL OUT ~mf..T I 'CENTlVES THE PRC WAS PREPARED TO 
OFFER THE TAIWAN AUTHORITIES TO lNDUCE THEM TO ACCEPT 
THE DIMINISHEn PRESTIGE OF A PURl:LY L □C~L ROLE WITHIN A 
RFUNIFIFD CµINA BUT SAID THAT THERI: WOULD BE "ALL 
SnRTS OF PO~SIBILITIES" TO BE EXPLORED LATER, 
6 . THE VTCE FOREIGN MINISTER CHARACTERIZED SIN□~u.s, 
R~LATIUNS AS "F AIRL Y GOOD ON THE WHOLE,q ESPECIALLY 
I'd TH REGARD Tn THE TWO CUUIHRlt:S I VIl:WS TOWARD THE SOVIET 
UNION : "nUR CUOPERATION IN CHECKING THE AGGRESSION 
OF THE SOVIET UNION HAS BEEN VE RY GOUD." AS FOR ECONOMIC 
RELATIONS, ZHANG SAID CHINA AND THE U,S. ALSO HAVE A 
~RIGHT FUTURE IN THE LON~ TERM-~ MUCH BRIGHTER THAN THE 
FUTURE FUR THE U.S. ANO TAIWAN. 
7. THS CABLE WAS NOT SEEN BY SFNATnRS HATFIELD AND 
HAWKit S PPIOR TO THEIR DEPARTURF. 
FREEMAN 
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SITUATION: CHECK 
SUBJ CT CAlAG RY: LIST DECLASSIFIED 

MESSAGE / ANNnTATJON : LR MD•"~ lebl37 
' MESSAGE: 

lMMEDIAT 
BY---..-NARADATE '. /13" 

LJ 260 830L ALIG t3 l 
M AM EMRA SY REIJING 

Tn SFCSTATF WASHDC JMMEUIATE 483~ 

~ E & * ET BE IJI NG 9072 

NOU IS 
. O, 12 06 ~: DS ~3 - /2b/20ll(FREEMAN, CHA LE5 W. J R.) OR - M 

TAGS: Mtlv C, PAR M, CH 
SUBJ: CHI ESE NUCLEAR TESTlNu l "l TH - AT MOSP HERE 
l, t - ENTIRF TEXT 
2, DURING H AUGUST 25 MEETING WITH CHINESE 
PREMIER Zl-lAO ZIYANG, FORMEK PRE~IOE IT CART R 
INQUI~En WH~ T PROGRE SS HAD BtEN MADF Tu 
IMPLEMENT I~ SUGGESTION TU VICF CHAIRM AN DENG 
XIAOPING I JA UARY 1979 THA " THt CHlNS E BUY 

ERlCAN TEChNOLO GY TO ENAoLE THEM TU MOVE THE R 
1~U C LE AR TESTS UNO RGR □ UND ~ ZHAU . A In HE WAS NOT 
UP-TO-DAlF N THE MATTER . HAI XU ( DIRECTOR 
FOR AME ICA N AN D OCEANIAN AFfAI ~, MFA ) BROK IN 
T EXPLAIN THAT, IN THE END, THF AMFRICAN ~UREAU CRACY 
HAD ~EN UNWILLIN, TO LI ENS~ THE EXPORT OF THE 

ECESSARY EOUYPMENT ANO TH MATTER HAD D R □ ~PED , 
11 THOU r, H W F 1rl U ll L D HA V E W E LC OM E D THE C HAN C E TO C E AS E 
TE TI NG I N THE ATMOSPHERE," 
3. PRE MTEP 7HAU COMM ENTED THAT HIS STOQ Y WAS AL L 
Too TY JCAL OF CHI NA'S EXPER ENCt WITH THE u. s. 
I I TEC t-lMU L Or; Y TRANSFER . PRuMISE WER.i;; NnT FOLLOWED 
UP RY ACT ! S, n R. AS A CHI NESE SAYIMG PIJT IT "T H RE 'S 
LOTS OF THU"lDf BUT NEVER ANY KAI • " 

PEEMllN 

UT 

* * * * * * * * * * * * * * * 
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SITUATION: CHECK 
SUBJECT CATAGl"JRY: LIST 

· DECLASSIFIED 
MESSAGE/ AN! OThTI □ N : 

NLR. ~jfo/ I 4 ha 13q • ME SS AGE: 
IMMEDIATE / ROUTINE BY-a.a;.~ NARl\ DATE.$/ '3 

0 R 27073'3l AIIG 81 
FM AMFMBASSY REIJING 

ro SECSTATE WASHDC IMMEDIATE 48~9 

INFO CHINA POSTS COLLECTIVE 

6 e NF i Q ENT I A b• SEC TlON i UF 2 RE IJING 9126 

NOFOR 1 

E,O, 12065: ROS 4, 8 /27/ 01 CFREFMAN , CHARLES W,, JR,) OR~M 
TAGS: PJNT , ECON , CH 
SUBJ : cnDFL HATFIE LD'S MET I NG WI TH VICF PREMIER BO YIBO 
l. *-ffl'f-- !=NTIRE TEXT 
2 . SUMMARY: ON AUGUST 24 VIC E PPEMIEK BO YI BO HELD 
FORTH NA win RANGE OF ECON□ MtC /JUESTJONS I N A 
MEETING WITH CODEL HATFIELD , BO SAID TH AT CHINA'S 
ECONOMIC ~EADJUSTMENT WOU LD LAST UNTIL 198~, DURING 
THE REAOJIISTMENT PERIOD, CHI NA 1,.1IL L FOCU S O CONTROLLING 
INFLATION AS WELL AS THE BUDbET DEFIC IT AND REFORMING 
THE ECONUMIC STRUCTURE . CONTINUING EM PH ASIS WILL BE 
PLACED n EFFnRTS TO I MPROVE LIV1NG STA NDARD S WHILE 
UPGRADING Tl--fE COUNTRY'S INFRASTRUCTURE. Bl'.J SAJD THAT 
IT IS PRC PnLICY T ABSORB F □REJ~N tNVE5TMENT IN A 
"AROA ANn SUBSTANTIAL WA Y" AND THAT THIS POLICY WILL 
REMAIN UNCHANGED . IN PARTICULAR HE EN CO URA~ ED U.S, 
INVESTMENT !N OI L, MI NING , AND A VA RIETY OF HIGH 
TECHNnLnGY AREAS . THE VICE p EMt~R CALLED FOR AN 
EXPANSinN OF 51N □ -u.s. TKAUE ANn SAID THAT GIVEN THE 
COMPLEMENTARITY OF OUR ECONOMIES, THE U,S, IS IN AN 
EXCE LL ENT PnSJTION TO DIS PLA CE JAPAN AS CHI NA'S NUMBER 
UNE TRAnING PARTNER . BO NOTED THAT PRESI DEN T REAGAN 
AND S~CP.ETARY HAlG HAD BO TH STAT ED IT IS ESSENTIA~ 
THAT ~IN□- u . s . ECONOMIC RELATI NS BF STRENGTHENED IN 
UROER Tn RUTTPESS T~E STRATEG IC RE LATIO NSHIP, HE SAID 
lHA T THE nNLY " WEAK LINK" IS THE TAIWAN PR OB LEM, NOT-

* * * * * * * * * * * * * * * 
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ING THIS MUST BE HAND LED WELL LE~ T IT BE DETRIMENTAL TO 
THE Fl!RTHFR DFVE LOPMEN T OF OUR PlLATERAL REL ATIONS, 
ENO SUMMA~Y. 
3 . ON AUGL IST 24 VIC E PREMIER BO Yt~O HELD FORTH ON A 
WI DE RANGF OF ECONOM IC QUES TI ONS IN A MEETING WITH CQDEL 
HAT FI ELO . BO IS MINISTER I N CHAPGE OF THE STATE COUNCIL 1 S 
MACHINE UUILD l NG COMMISSION. DISCUSSING CHI NAIS CURRENT 
ECONOMIC SITUAT I ON , HE SAIU THAT 1980-1985 WO ULD BE A 
PERIOD OF ECONOMIC READJUSTMENT, FOLLOW ED BY A 1985•1990 
PHASE DURING WHI CH THE CHINESE ECONOM Y WOU LD MAKE MAJOR 
NEW AnVA NCES , IN THE COUR SE UF READJUSTMENT THE MAIN 
fASK WI LL BF CON TROL LJ NG I NFLAT I ON AND THE BUDG ET 
DEFICIT , THE VI CE PREMIEK SPECIFlEO THAT AN INTEGRAL 
PAR T OF THE RF.ADJUSTMENT PROCESS IS REFORM OF THE 
ECONOMIC STPUCTURE , 
4. BO DESCRIBfD THE SDVIE T EC □NnMIC MODEL OF THE 1950 1 S 
AS DEFECTIVF AND CHARACTERIZED CHINAIS ''READJUSTMENT" AS 
AN ALTERNATION OF THAT MODEL, REAOJLISTMENT SHOULD NOT BE 
SEEN AS RETROGRE SSI ON BUT RATHE R A CHA~GE OF PRIORITIES 
WH ICH BEGAN AFTER THE FALL OF THE GANG OF FOUR IN 1976, 
NOW CHINA IS INCREASING ITS INVFSTMENT IN LIGHT INDUSTRY 
AND THE PRODUCTION OF CONSUMER G □□ os . HE DESCRIBED THIS 
AS PART OF 6 LARGER EFFORT TO RAlSE STANDARDS OF LIVING 
IN CHINA, AD IN THIS C01 NECTI ON MENTIONED THE HIGH 
PR IORITY BEING GIVEN TO THE CONSTRUClION OF MORE 
URBAN HOU5I~G AND THE DEVELOPME~T UF CHINA'S INTELLECTUAL 
AND CULTURAL LIFE, TUR NING TO CHl NA 1 S ENERGY NEEDS, BO 
SAID PRIORITY MU ST BE GIVEN TO THE DE VELOPMENT OF OIL, 
GAS , AND COAL RESOURCES. HE ALS n SAID CHI NA MUST DEVELOP 
HYDRO ELECTRIC PnWER AS WE LL AS "A LITTL E BIT OF NUCLfAR 
ENERG Y." TRANSPORTATION AND COMMUNICATION SECTORS WILL 
ALSO RECEIVE INCREASED ATTENTION INCLUDING THE BUILDING 
OF MORE RAILRQAOS, PORTS, AND RIVERINE TRANSPORT, 
5, TH E VICE PREM I ER STAT ED THA T CURRENT READJUST• 
MEN T POL ICI ES HAO ALREADY PRUDUC=D GOOD RESULTS, 
PART ICULA RLY TN THE RURAL AREAS~ NOT LO 1G AG□ CHJNA 1 S 
PER CA PI TA INCOME STOOD AT APPR OX IMATELY 250 U.S, DDL4ARS 
BUT NOW IT MA Y BE AS HIGH AS 2ao OR 300 
u.s, DOL LARS , HE SAID THESE FIGURES MAY NOT BE TOO 
ACCURATE RUT NONE THELESS THE STA I OARD OF LIVING lN 
CH INA HAS IMPROVED. DURING THE FIRST HALF OF 1981, 
INFLATION HAS CONTINUED BUT THE RATE IS LOWER COMPARED 
10 THE SAME PERIOD LAST YEAR. I NF LATION LAST YEAR WAS FED 
BY THE LARGE VOLUME OF MONEY IN CIRCULATION, BUT FORTUNATELY 
MUCH OF THIS WAS NO T SPENT AND THE INFLATION RATE DID NOT 
SOAR OUT OF CONTROL, BO SAID TH~T CHlNA 1 S CURRENT 
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ECONOMIC GRnWTH RATE IS BETWEEN~ AND 5 PERCENT PER 
ANNUM BUT BY 1985 HE PREDICT~D IT WOULD BE IN THE 5ff7 
PERCENT RANGE, 
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MESSAGE; 
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IMMEDIATE 

D 270733Z AUG 81 
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INFO CHI NA POST S COLLEC IV F 

~ 8 ~ F I BENT I A~ SECTION 2 OF 2 ~EIJING 9126 

6, THE VICE PREMIER SAID THAT C~INA HA S "FAILED TO MAKE 
GOOD IISE □ F FnR . I GN LOAN OFFERF D BY TH E u.s,, JAPAN, 
A~D OTHFK WFSTERN COUNTRIES," APPROXIMATELY U.S. DOLLARS 
30 BILLION IN f ORE IGN CAPITAL HAS BEEN LINED UP, BUT 
CHINA HAS BEE I RELUCTAN T TO DRAW DUWN ON THIS EQUITY 
8F CAUS E OF THF HIGH INTEREST RATES , HE REMAR KED. ANOTHER 
CONSTRAINING FACTOR IS THAT THE RC 1 S OWN DOMESTIC FUNDS 
ARE NnT SUFFICIENT TO SUPPORT "A0XILLARY PROJECTS" 
THAT sHnULD BF BUtLT IN CO i JUNCTl □ N ·W IT H THE PROJECTS 
CONSTRUCTED WITH FOREIGN MONE Y. 
7~ BO ALSn nI~CUSSED AT SO ME LE N "TH THE ROLE Of FOREIGN 
CAPIT~L IN THE MODERN IZATI ON □ F CHINA, HE SAID THAT IT IS 
PRC PnLICY TO ABSORB FOREIGN I NV STMENT I N A "BROAD 
AND SI JBSTANTIA L WAY" AND THAf THIS POL I CY WILL REMAIN 
UNCHA IGFD ~ THE VICE PREMIER SPECULATED THAT FOREIGN 
EQUITY COULn EVENTUALLY AMOUN T TU BFTWEEN 10 AND 20 PERCENT OF 
THE TOTAL CAPIT AL C~INA INVESTS UNOER ITS ECONOM IC PLAN, 
~UT HE f.AVE Nn INDICATION WHEN SUCH A HIGH LEVEL MIGHT 
BE REACHEn 'HI LE CHINA 1 S PULICY DF WE LC OMI G FOREIGN INVESTMENT 
IS FI RM , RO SAI D THAT THERE ARE MAN Y CONCR ETE PROBLEMS, 
SUCH AS DnUR LE TAXATION, THAT REMAIN TO BE SOLVED. 
8 , TH E VIrE PREMIER SAID THAT CMINA lS OPEN TO DIRECT 
lNVESTMFNT , J nI T VENTURES, AND COMPENSATION T AOE FROM 
THE UN IT En STATES -- AODlNG THAT TH FRE JS A BRIGHT 
FUTURE TN ALL OF THESE AREAS . TURNING TOQ PECIFICS, HE 
SAID THAT BIDS ON OF F~SHORE WlL BLUCKS IN THE SOUTH 
CHINA srA SHOULD BE TEND RED BY OVEMBE R DR DECEMBER AND 

* * * * * * * * * * * * * * * 
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EXPRESSED THE HOPE THAT THE U,S. WILL PARTICIPATE IN 
THE BIDnING . HE ALSO WELCOrlED U,5. PARTICIPATION IN 
HYDROELECTRIC (THE ER TA N DAM) AU MI NING PROJECTS (PANZIHUA 
IRON MINE > INSICHUAN PROVINCE. THF MINE IS INTENDED TO EXTRACT 
VANADIUM AND TITANIUM. ANOTHER PK □ JECT IN WHICH THE U,S. 
MIGHT bFCOMF INVOLVED IS A STRIP MI~E PROJECT AT PINGSUO IN 
SHANXI PROVINCE . HE SAID THAT THIS MINE HAS THE 
POTENTIAL T PRODUCE 15 MILL ION lDNS OF COA L PER 
YFAR . 
~ . ASIOr FR1M ENERG Y PROJECT, Bu SAID THAT CHINA 
WFLC □ MES U. S , I lVOLVEMENT IN MACH I N!= BUIL DI NG ANO 
ELECTRU~Irs AS WEL L AS HIGH TECHNn L □ G Y REAS SUCH AS CARS, 
TRUCKS, HFAVY-DUTY MA CHINE Y1 C8MPUTER, OIL EXTRACT~ 
l 'G EQUIPME".JT, AND THE MANUFACTIJKE OF AIRCR FT AND 
AIRCRAFT SPARF. PARTS . THE VICE PREMIER STRESSED THAT 
CHINA HnP D T □ USE THIS KIND OF INVESTMENT TO ABSORB 
U,s. TECHNOLOGY AND EXPERTISE, 
10. B □ SAID THAT INVESTING IN 

HINA WOULD HAVE ITS SHARE OF PqUB LEMS . HE CHARACTERIZED 
THE PRESENT STAGE AS A " PROBING PERIOD " I N WH ICH FORElGN 
lNVESTOPS ANU CHINA WERE SIZING ~ACH OTHER UP, HE 
COUNSELED THAT ll . S. BUS I NE S SHnULU BE PATI EN T WITH THE 
PROBLEMS FNC □UNTERED I N TH IS INITIAL STAGE AND TRY TO 
CnME TO AN EARLY DEC ISI O UN c onPERAT I ON WITH CHINA. 
AFTER 1qa5, THE PROJECTS WILL B~ MUCH LARGER , HE PREDICTED. 
11 . DISCUSSING SIN □-u .s. TRADE , VIC E PREMIER BU 
SAID THAT OVER THE LAST TWU TD THRE YE ARS THERE HAS 
dFEN AN INCPEASE IN THE VOLUME BU T THE INCREASE STILL 
HAS NOT BF.E I THAT LARGE. THERE J5 AN I MB ALA NCE IN 
UUR T~AnE RFLATIONS AND CHINA MU TL nK FOR WAYS TO 
EXPANn THE TYPES OF P~ ODU CTS IT ~XPDRTS TO THE U,S. 
BO SAIU THAT THE PRC IS RI~H IN NONFERRO US ME TALS, 
ANO CALLED FOR /\N INC~EASE OF STI □ - !JS TRADE I N THIS AREA 
AS WELL AS TN MA CHINE BUlL0 I NG . ~ □ SA ID 
THA T -- GIVFN THE COMPLEMENTARITY UF nuR 
ECONOMIFS -- THE U.S. IS I N AN EXCELLENT POSITION TO 
BECOME CrlINA 15 NUMBER ONE fRADlNG PARTNER, DISPLACING 
JAPAN. 
l 2 • THE U • S • A 1-. D C H I NA HA V E A C n MU I I NT ER EST l N 
~UILDING A STRONG CHINA TD STAND UP TD THE SuVIET UNION, 
Bn N □ TEn THAT PRESIDENT REAGAN AND s CRFTARY HAIG HAVE 
BOTH 5TATED lT IS ES SENT IAL THAT SINO-u.s. ECONOMIC 
RELATT01S E STRENGTHENED IN DROER TU BUTTRESS THE 
~TRATEGIC RF LATIONSH IP. U.S. TECHNOLOGY ON TH ONE 
HAND ANQ r.HJNESF. MAN POWER ANO NA URAL RESOURCES 
ON THE OTHEQ ARE VER Y COMPLEMENTARY, ~CC □RUING TO THE 
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VICE PREMTER, MOREOVER , CHI NA 'S INTER NAL 
POLITICAL STTIIATION IS MORE: STARLE NOW THAN AT 
AN Y TIMF 51 NCE .THE EARLY l96U 1 S. 
13. BO SAID THE ONLY "W EA K LINK" IS THE TAI WAN 

DATE 08/31/81//243 

PROBLFM . HE EXPRES SED "U1 DERSTA NO ING" OF THE REAGAN 
GOVERNMENT 1 5 SITUATION AND SAID A WAY MUST BE FOUND TO 
SATISFY tin TM SIDES. TAI WAN IS A "MOST SENSITIVE 
QUE STI ON " IN CHINA AND MU ST BE t.PPROACHED I N THE CONTEXT 
OF DVEkaLL ~TRATEGIC I NTER~SlSTS ANn HA OLEO WELL, LEST 
l T RE DFTR I ME ITAL TO TH E Fl.,RTHE R DEVELOPMENT OF OUR 
BILAT ERA L kFL~TIONS, BO SAID TH Af ON MAJOR ISSUES THE 
CONVERGFNCE OF INTERESTS BETWEE~ BEIJING AND 
~ASH ! GTON ~AR EXCEE DS THE DIFFFKENCES, PA~TlCULARLY 
WITH REGARD TO TH E SOVIET UNION. 
14. THI S CARLE .HAS NOT BE EN 5Et: I □ R CLEARED BY 
THE c noE L. 
fPEEMAN 
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