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_2. PAR IX ON TH ON-ALI E MOVEMEN MEETING IN NE 
DELHI WILL E SUBHITT D LAT 

~. US PAP -R FOLLOWS: 

PART I. GENERAL TRENDS AND MAIN EVFNTS 

4. SOU H N ASIA. SOUTHERN SIA IS E P RI NCI G THE DOM­
ESTIC UNR T THAT IS A CONS QU CE OF SOCIAL C NGE. THIS 
DEVELO N IS MOST MA KED IN A GHANIST N,WHO MARXIST 
RULERS HAE ATTEMPTED TO IMPLEMENT RAD Cl AL RATIONS IN 
THE R DITIONAL WAY OF LIFE. LSEWHER I THE GION, THE 
RILATIV LY MODEST RATS O MO RNIZATIO PROT C TH POLI­
TICAL SYSTEMS FROM THE MASSIY OPUtAR CHALLE GES THAT 
WOULD T jEATEN TO DEMOLISH TH EXISTING POLITICAL ORDER. 
WHILE TH POLITICAL !LITS O INDIA, PAKISTAN,!ANGLADESH, 
SRI LANKA, BHUTAN AND NEPAL 1 C VARYING DIGR ESOFOPPO­
SITION, NONE ARE IN IMMEDIA DANGFR O OSING POWER. 

5. INDIA IS THE PREEMINEN REGIONAL POW RAND ALL OF ITS 
SOUTH SIA NEIGH»ORS ARE SUSPICIOUS THAT NW DELHI IS 
SEEKING TO ESTA!LISH ITS HEG MONT OVER THEA A.MRS. 
GANDHI, WHO IS LESS ACCOMMODATING TO I~DIA' NEIGH~ORS THAN 
WERE HER JANATA PARTY PR DECESSORS, HAS EXACERBAT DTHE 
!EARS O H SOUTH ASIAN STATES ON TRIS CORE.NEW DELHI 
IS PARTJCULARtY OPPOS D TOT FFORTS O IGRBORING 
STATES TO GET OUT IDE B CKING IN THEIR CO DUCT OR LAT­
IONS W TH INDIA. IN LIE WITH THIS A~P O C, INDIAHAS 
VOICED I IRRITA O IT NP L' ZONE O ACE PROPOSAL, 
WITH A Gt DESH'S ISi G H I PUTED IN 0-BANGLADESH 
WATER SHA ING AGR IN IN TIONAL O !,AND WITH 
PAKISTAN'S FORT TO ACQUIR WEST RN AM. 

6. TR SOVIET INVASION O AlG NI TAN RAS AIS D THE 
' sp CTR O SUPERPOWE CON ONT TION WJTHI THE REGION. 
ALL TB STATES WANT THE SOVI T TO LEAVE, UTTHEIR 
TAC ICS DI F -R. PAKISTAN !ELI VS THE IS UE REQUIR SAN 
INT A ION L POLITICAL SOLUTION, THOUGHIT FRONT LI l 
POSI O H MADE ISLAMABAD CAUTIOUS IN PU SUINGTHIS 
POLICY. I DIA ON THE 0TH R AND MAINTAINS THATTREQUES­
TION HOULD ! HANDLED !Y OLI ICAL NEGOTIA IONS MONG 
TH CONC RN D PARTIES (I.E., IRAN, PAKISTAN ANDAJGHANIS-
TA ). THE SMALLER SOUTHASI N TESTEND T BACK 
PAXISTA 'S APPROACH, BUT TH IRS NSITIVITY O INDIA'S 
VIEWS HS INDUCED TH~M TO DOPT LOW-PROFIL ON TH 
OU STION. 
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?. SOUTHEAST ASIA. TH OCU OF ATTENTIO IN SOU HEAST 
ASIA CO TINUIS TO BE THE PROBLEM OF KAMPUCHEA. TH VI T­
NAME NVASION, SUBSEQU NT OCCUPATION BY 200,000 TROOPS, 
AND SUP OT 01 A PUPPE R GIME (THE PEOPL' REPU LIC OF 

AMPUC A) IN PHNOM PENH HAS BEEN STRONGLY CONDEM D ]I 
TH, OT R ATES O THE REGION -- WITH TH XCEP IO OF 
VIET 'SALLY, LAOS - AND THY HAVE STE ~ASTLY R FUSED 
TO CG PT VI TNAMESE HEGEMONY THERE • 

• T !SEAN STATES ARE MIN AINING STRO G POLITICAL 
COE ION IN THE FACE O VIETN MESE PRESSUR AND INCREAS­
ING CH ESE AND SOVIIT IN LUENCE I THE EGION. ASEA 'S 
UNI Y UL!JD IN THE OCTOBER UN A- RE OLUTION ON AMPUCHEA 
AND I H IR CON INUI GE ORTS TO PRODUC A SATI FACTORY 
SOLUTION TO TB KAMPUCHEAN PR013LEM. THE UNGA RESOLUT I°ON 
CALL D OR THE CONVENING or AN INTERNATIO~AL CON RENCE 
TO A ANG OR THE WITHDRAWAL OF FOREIG T OOPS ND UN­
SOP IS D L CfIONS IN KAMPUCH A. THE UNGA ALSO VOTED 
:BT 
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B IAS SJ.ID '1' AT B PLANS TO RETURN TO 'f I PHILIPPINIS 
T N. NIVI Tint: SS Bl IHAINS UNDER A DIATH SENTINCI 
P ONOU CD IN 1977 AND HE MAT SIi AN ACCOMODATION 
W:I B MARCOS IN ORDER 'lO RITURN TO THE PBILIPPINI • 
MARCOS BAS RICINTLY RAISID TBI POSSI!ILI!? or PRISIDIN­
TIAL ILIC'rIONS THIS HAY, AND AQUINO COULD JI J. PIIHE 
CON'l'JND SHOULD BE Bl ALLOWED TO RUN, 

88, YIOLENCI BT RADICAL GROUPS BAS SUBSIDID IN IICINT 
MONTHS. IT CLIMAXED WITH THI OCTOBER 19 BOMBING 01 A 
CONY !ION 01 AMIRICAN !IAllL AGINTS IN MANILA WHICH 
SlllIOUSLT lf1BARRA·SSID MARCOS, THI GOVIRNM N'l' CBARGID 
5Q Pl! ONS WITH INVOLVININ! IN THIS AND O!Bli APRIL 6 
LIJIRATION HOVEMINT BOMBINGS, AMONG TRIM AQUINO AND 
SIVJRAL OTBIR PROMINENT 1ILIPINO IIILES LIVING IN THE 
US. MARCOS HAS !PPAIJNTLY WIAIINID THE APRIL 6 / 
LIE l!ION MOVEMENT WITB ARR S!S 01 20 or ITS MEH!IRS. J 
!Bl NOYIHENT'S THREAT AGAINST PRIHI MINISTER SUZUII~ · 
Oli· JAP.AN DURING HIS JANUARY VISIT PROVED HOLLOW• 'MARCOS, 

01 ,n, R MAINS CONCERNID ABOUT THE POSSIBLE ROLi or 
US lSSIDJNTS IN TIO LIN CJ IN TBE PHILIPPINES• Bl BAS / 
!JIN PRISSURING THE US IOR AN IITRADITION TREATY. THE 
US HAS S'l'RISSJ:D TO THI PlULIPPINI GOVERNHIN'l' I'fS 
OPPOSl!!ON TO !IRRORISM AND ITS INTENTION TO PROSECUTI 
ANTONI INVOLYID WHO IS JOUND TO JE YIOLA ING US L V, 

~ 

8!. IN ITS 10RIIGN RILATlONS✓ TBI PHILIP INIS CONTIN-

PSN:000354 PAG 01 TOR1043/21s55Z DTG:1220312 FEB Al 

S E C E T 
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UIS TO SHARI THE CONCERNS 01 ITS !SEAN PARTNERS A!OUT 
SOlI AND VIITNAMESE INTENTIONS IN KAMPUCHEA AND 
ILSEW I IN SOUTHEAST ASIA. OF PARTICULAR CONCERN 
Al Of.IET MILITARY OPERATIONS ROM VIETNAM AND THEIR 
POT NTIAL !BRIA! TO THE RIGIONAL SICURI!T 01 ASIAN. 
TB GOfl NHINT BAS BIEN PLACING GREATER EMPHASIS ON ITS 
llL.lflONS VI!B 'l'BI MIDDLE llST. THE COUN RY ·ts 
Bl!fILJ D PINDJNT UPON HIDDLJ EAST OIL, AND SENDS A 
Q OWI G NUHIIR or L.l!ORIRS 'l'O ilA! COUNTRIIS . IN 
DICIMBIR, SAUDI ARABIA TBREATINID NOT TO, NIWA 10,000 
J BIEL-A•DATCONfRACT WITB!HE PHILIPPINE GOV RNMENT . 
If WAS R SfOR D APPARENTLY ONLY A1TIR TH RSONAL 
IN I YINflON 01 MIS. MARCOS. SAUDI ARA!IA ND OTHER 
MUSLIM COUNTRIIS IIMAIN CONCERNED OVER THE LACK 01 
P OC ISSI N GOTIATIONS BETWEEN THI PHILIPPINE GOVERN­
MINT AND THI SEPARATIST MORO NATIONAL LIB RA!ION 1BONT 
(NNL) RIGARDING THI LONGSTANDING CONFLICT IN THI 
SOU!B RN PBILIPPINIS. TB TALKS !RO(E 011 IN i977, AND 
PROSPICTS AR DIM FOR A RENIWAL or DISCUSSIONS. !BE 
GOVIRNMENT B7S !!IN SUCCISS1UL IN WINNING OHi REBEL 
COMMANDI S OVIR TO ITS SIDJ BUT NOT IN DISCOURAGING NEW 
HNL1 R CRUITHJNT. 

82. THI PIILIPPIHIS CONTINUI TO ATTACH G AT IMPORT­
ANCJ TO ITS BILATIRAL SICURITT RELATIONSHIP WITH THE 
us; f J 1979 AMENDHINT TO THI BASIS AGR! MINT IS WORt­
ING WILL. TH GOVERNMENT IIPICTS IMPROYID RELATIONS 
VITI Bl NIW US ADMINISTRATION WITH MORI HPBASIS ON 
RICIO AL ICUIITY ISSUIS AND LISS ON HUM N RIGHTS. IN 
NOYJMB R, PROPOSED 5 MILLION DOLLAR CUT IN FORIIGN 
MILITARY SALIS CRIDITS WAS DELITID FROM Tai 1T 81 
SJCU ITT SSISTJ.NCE AUTHORIZATION BILL FOR THE PHILI­
PPINIS. US CONGRESSIONAL CON11RIES AGREED INSTEAD TO 
INCLUDI LANGUAGI IN THE CON1ER NCI REPORT INDICATING 
SI IOUS CONCIRN !!OUT HUMAN RIGHTS PRACTICIS.AfTHI 
!I OJ !HI 1979 AMINDHJNT TO TB !!SES AG JIMENT, TBE 
ADHI IS!RATION PLEDGID TO SEIi 500 MILLION DOLLAIS IN 
SICURI!T ASSISTANCE APPIOPRIATIONS FOR THI PHILIPPINES 
DURING THI PERIOD 197g-s,. 

3. !URMA. WHILE BURMA IS STILL CAREFULLY ADBIRING TO 
!TS D CLARED POLICIES OJ NIUTBALITY ABROAD ANDSOCIAL-
I T DIYILOPMENT AT HOHi TI U CONTINUIS TO DEVELOP 
1 LIMIT D lLIXI!ItITY WfTHI HESI COMMITMINTS.THE 
JU MISI ECONOMY AND ITS IN RREL TIONSHIPS WITH FOREIGN 
.ll-D DONORS, INVISTORS, AND TR.ADE IS A PARTICULARLY 
F ITILE ARIA FOR TRIS 1LEXI!ILITY, WITHIN WHICH THE 
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CON I ION, POSSI LT INCLUDI G REAL P OVISION JOR 
ro IG IT STMINT AD TIN SOH lORM O CONOMIC 
(T OU NO! POLITICAL 01 MILITARY) ASSOCI TION WITH 
J • R COGNIZING TB LIMITATIONS ON PO I TIAL SRUB 
MOYIH T, WI NONITBELISS BILI VJ THAT SUCH 1LIII ILITT 

BOULD I INCOURAGED, OUR NATO LLIES T WISH TO 
CON ID R DIYILOPING TH I OWN IS IN SOM LIMITID 
JASBIO TO JNCOURAG TIii BURHES TO CO INUI HOVING OUT 
0 I OLATION AND INTO INCR AS D COOPER! ION WITH THI 
VOILD COM UNITY, 

a,, TH SI UATION IN KAMPUCH A, THE VI M SI CO TINU 
TB IR OCCUPATION 01 MPUC IA WITH APP O !ILT200, 00 
PAYN TROOPS INGAGID IN MILIT OPERATI HROUGBOUT fHE 
COUNTRY . BHIR 01 ICIALS S 1 !HI HEN AMRIN R GIMI 
(PIOPLJ'S R PU!LIC O KAMPUCBIA) BUT THOU ANDS 01 lIETNA-
HISI CIYILIAN ADVISORS DITE MI E POLICY ALL ADMI ISTRA-
!T 
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SHORT OF !HI 1.U.!GIT. - THE AH TIMI, POPULATION GRJW 
AT 1 · Afl 012.611 .C ff! !O O 53 MILLION PBOPLJ. THE 
JOOD DJJICI'l IN 1980 (:B.4SID ON · J: SU:BSI JINCE ltlflON 01 
15 IGO MILL:ID 1101/PE SON/HO TB) WAS .l:BOU'l' 2 MH'l' or 
WHICH ONLY ABOUT ONE MM! WAS MADI UP IN IMPOR!S. fOOR 

ARVIST IN·THB NORTH AND A DECLINE IN I IN AT!ILABLE 
THROUGH S!Afl .»ISTII!U!ION CAN ILS LID ORATION CUTS. 
lH THI OTB 011ICIAL RATIONS JPORTID? WIIE CU'l JROM 
18 IG/P SON)MONTB TO 13iG. Ifl !BE SOU!B ONLY SOLDIJRS 
·A D CA'.DltlS IJCIIVID RAT lONS. 'l UR:BAN IIAS J.11 !HI 

ARDIS! IT, AND, IN THI SOUTH CIVILIAN ARI FORCID TO 
RILY ON THE MORI EIPINS IV F.llll MARKET. 

g5. THI 1 81 PLAN 101 AGRICULTURE CAtL 10R ! 7 
PIRC HT INC! ASI IN :rooD OUTPUT O 15 HMt, WITH 12 MM! 
OlTHI TOTAL lN PADDIRICI. IY!M ASSUMING ONE•TO•ONE 
EQUtTAtlNCY JlfVEIN RICI AND ·sJCONDARY CIO S, THIS LllTEL 

or p ODUC!ION WOULD JUST HIIT T J SUBS! !ENCE Nl'DS OF AN 
ISTIHA 54.4 MILLION PIOPtl t 1981 AD OT ALLOW INOUGH 
fOR FIIDt SIJD,AN» LOSS (AJOUT 2 MMT IN NILLED lCI 
IQIJif-lLIN'r), !HJ: 1 .• 8 HMT DJFICIT WILL II TO II HIT BI 

, tMPOi!S OR AID. lN 1980, BOWi R, HAJOJl l'OOD IMPOJt'.l'S 
DJCLINID 4, PIRCEN!; FROM 1.8 T. TO, 1 MMT. so,tJT roon 
AID, WHICH HADJ UP OTIR 86 IRC NT OFT L FOOD IHPOITS, 
l)iOPP D AN JS,!lMl'?ID 20 PJRCINT. WES! AND INTIRNA'l'IONAL 
AIDS %PM RTS DtD NOT INCREASI IN 198ef Al>, GIYIN 
Vll!tU. " POO . IILAfION I t!H MAJOR PRO PIC'.1.'IVE WIS'?lllN 1 DONOI M !IONS AND ITS LO 10 IIGN EXCBA- RISI VIS ($80.4 
Nlttto AT! I END OJ 19 8), !B SE SO C CANNOT i 
II Cf J> TO COVEi ANY 10 THI DICREASJS I SOVIIT AID. 

, ' 
' ·• ~p • . 

97. llPOiTS AD lHPOR'l'S 130TB JILL 15 PIIOIIT IN 1980• 
DUI 'J'O Dl!fLINJS · IN COAL PRODUCTION SIN·O 1978, LOSSllS OF 
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LITTLE 1ROM TH CUR N L 

111. THI CO STI!UTION AS RI TRUC!UR D fB GO RNM NT !O 
PROilDJ 101 A ST !I COUNCIL, A MORI POVI UL BODY ON PAPIR 
THAN THI CU !IN! COUNCIL 01 HI IS!ERS WRIC WILL RIMAIN. 
NIW ILJCTION ARE SCBIDULED 10 .APRIL 2 to S IC! A 
NATIONAL .lSSIH:SLt WRICH WILL MIT TO FILL 'l'HI OYIRNHIN'J? 
POSITIONS. SPJCULAT ION BAS .CIN'l'-lllD AROU D EI! II LI DUAN 
OR PIAN YAN DONG TO BIAD '!Bl O iO CIL AND THUS I Rl.lD 01 
STA S WBJ.TIYIR THI RIS'OL'l'S, IP?ICTifE POWIR WILL ll'ISIDI 
IN LI DUAN AND TBI TOP PARTY ·APP! ATUS. 

112. !HIii WIRJ NO SIGNIJICANT DIVILOPH N'l'S IN Yil!NAMBSi 
JOR IGN POLICY IN 1980. IN ANPUCBIA, BANOI MOYID !0 
CONSOLIDATI I!S PRIIMININT POSI ON AND TO !Utt -up ITS 
SU!ROGATlt TBI BING SAHRI . GOYIRNMINT. TBIRI WR NO SIGNS 
OJ COMPROHISI IN IJSPONSI TO ASIAN AND UN DIM S 10 WITH­
DRAWAL 01 'SIT !!OOPS AND .l POLITICAL S· TTLIH !. N tTHIR 
WAS !Billi SIQ.NIFI CANT MlLI!lRT AOTION, AL'l'HOtr H HANO! 'S 
WARNINGS ABOUT 'fll!I ASSIST! C !O !Bl· OL POT OICIS AND 
OtBIB IBMJR RISIST!NCJ ORCI IA UNDI tlNID BY LAST JU~l'S 

11111 I NCUISI,ON ALONG D JOID 

183. HANOI'S IJI,ATIONS WI!B B XJING DITI 10 ID SONIVBAT 
lURTBIB, !UT TIDI VIII ONLY MI OR FLARl•UPS LONG· TH 
BORDIB AND NO INDICATION BA! ll!JING I NDID TO flit 
TIITNAH "A SICOND LISBON," AS OCCASIONALit fHR A! NID. 
B.lNOt"S DIM.AND OB A IISUt1PTION 01 NIGO lATIO WEI 
IGNO ID OR !tr N l>OWN !t TBE IC. .THI RV L O RIMA.I ID 
GIHllitLT I LA!ID 1 OM !B 11ST 01 THI ON-SO IT WORLD, 
DESPI! PIII DIC DfPLOHA!I JOI.ATS AND JIBAt · OTIS!ATlONS 
OJ A ilSIII O IMP OYI I LA!I0'1f8. LIIIW SI, l Ot CON'?IHUID 
TO IND1Cl!I A DISt I JOB RIL.lflONS WI!H TBI UNlflD SJ. IS 
BT )JING GINIRAtLY HILPIUL ON MIA lSSUI A ORD BLT 
DIPAITUIJ JOB ~IJUGIIS. 

104. '?II I.l!DIRSHIP CLIARLT I CONCI NID ABO~ ITS ISOt.A­
'l'ION. 1ov1,11. IT PIOJ JLt SJIS O RIALISTIC LT llNATIYI 
TO.THI OJ W ILMING SRY DIPIND Cl ON !Bl SOVI UNION 
GIVIN-TBI DI AL ICONOHIC ITU ION AND THI D HINATION 
TO MAIN'l'AIN CONTROL IN I.AM AND LAOS. A I SAMI 
TIM ., . 111 LUDIRS IVIDINTLT IIYI TH ? CAN MA A.GI THIS 
DJPI DINCI VI!HOUf LOSING !RII JRIIDOM 01 AC!ION, SINCI 
THI OY T STA(I IN USING NAJAL ND AIR IN TALL TIONS AT 
DANANG AN» CAMIANB BAY IS CON IDE- ABL • 

105. TIJ SI!TJA ION IN LAOS. tAOS IEMAI ·0.N '1' I P RIPB RT 
01 THI VAR IN IAMPUCBIA J.N D TRI OUTFLOW 01 :BU'r 
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THE I~ ~NAL CRISS CO INUE TO A111CT LAO I Tl I TS AND 
PIRCIP!IONS. ALTBOU Bl 08 IS AN INDI IND N! STATI T 
IS CONST AJ ID IN lTS AO'i'ION llO'l'B POLITIC L A D JCONOMlC • 
BT ITS JNDIHIC WIAINISS. LAO IS DIPINDINT MILI!A ltl 
AND ADHINISTBATIVILT ON lIIT A AND S CO !INUIS O JCBO 
THI YIITNAMESI LINI ON JOR!IGN lOLICT ND O DICLAIJ ITS 
MILITANT SOLIDillTT VITB lllTN MAND fltl H SAHR?N IJGIMI 
OJ IAHPUCBIA (THI PJOPLl~S RIPUJLIC J. [AHPUCBIA), VIETN!­
HISJ TJOOPS IN L!OS (ABOUT 49,ff0) DO NO! 0 IATI AS AN 
ARt1Y OJ OCCUPATION, JUT 1 II fOLJED IN CONS UCTION 
AO!IYITIIS AND SUPPRJSSION 01 ANTI-COMHUNIS! RI ISfANCE 
JilMJNTS. INTIItNlt SICURITT ,IS TiNUOUS AND E 11 NOT 
101 ftl!NAMISI TROOPS, !Bl SIST NCI COULD OP RATI !YIN 
HORI 11!1LT IN THI COUN!lt ID• 

106, SOTII! INJLUINCI IN LA ·CONTI US TO L JIRIND THAT 
or iIITNAM, JUT IT IS INPORT TO LAOS IND ;s1, 
:BT 
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000 

1e,. DISPI!I '!'BJ It1PBI SlON O ATED INTI NA'l'IONALLT or 
LAOS JING A "KJPT STA I, I' I J.RI tNJ)ICA'?I-ONS ! AT ·soMI 
LAO LJ1D RS AB! LISS FAlO LY DISPOSED. TO l NAM, AND 
TAIi A GJNJIALLY HO ATIO LISTIC APPIOACB TO LAO POLICY. 
IN ADDI ION, LAOS A OW M POSSI!LE SIG S 01 INDI• 
P NDI ! CTION IN 10 llGN Al S--MOST NOTABLY IN ITS 
COND C OJ Rlt.lTIONS WITH HAI • RILl!IO :SITWI N THI 
!WO I !ION , PARTICULARLY LONG THI t11.1:0NG RIT 1, 'BAD :BEJ 
INP OY!NG UNTIL LAST SUHMII WR N THIT JECAMI T AINID OYIR 

. 1 I LOSURI OJ THI ENTIRI LAO- B!I BOIDI BT f tLAND 
JOLLOVI G 1 SHOOTING I CIDIHT THI I JR IN WHICH J. 
THAI NATAL OfJICIR WAS IILL.ED. THE BOB.DIR H.l IN 
IIOPJ D ANl> TRADE t I 'l'A·L TO L O ' ICONOMY BAS RISUHID, , JUT , 
JIICI f ORDII INCI»INTS AG H IIATEN ODIS UP THE SITUA­
TION. 

118. ILATIONS WITH CHINA CO! UI TO Bl POOR, VITI LAOS 
IC OlHG !BJ HANOI LINI Jt 111 ING IN IT PU tIQ PRONOUN­
CIMIN!S !O TIE PRC AS 1 I •N!!lON EI ANSION! ,THiT 
SI 18 TO SOW DIVISION AND !ODO INA'l'I 'l'Blil '1'HI! INDOCBINISI 
COUN!III. !I SIONS AtONG !I SI 0-LAO ORDIR VI 
DJCRBASWD OMIWBAT nu11NG !HE FIW MONtBI AND 'l' IRI 
AIINO INDICATIONS 01 P IPA A I<>MS Y TII PIC F NAJOR 
HILI!A Y ACTION J.GAI S! LAOS. !111 CBINISI, JtOWll , . 

' ' . 
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lN'l'END TO 

11S. TB LAO GOVIRNM NT I COMING INCREAS1NGLT...-ff YOUS 
AJOUT DISSIDINT ACTIVITI . AND THI POSSIJILITT O INCREASED 
CHINES SUPPORT JOR .& ND RISISTANCE. ITH CBIN SI AND 
Tl.Al COURAGIMINT, THI DISPA Tl L.AO INSURGINTS BAV 
J OOM HORE ACTIYI IN RIC T MONTHS. T T HAYE lHPROlED 
RI COMMUNICATIONS AND O A ANDA CPA tLifIIS AND All 

If AT! C( D ISOLAT DY !N1MISI AND LAO ART POSTS. BUT 
! IN U GENTS 111 NOT W LL O G!NIZED AND DO OT ON!ROL 
ANT T I ORY OR POSI A SJRIOU THRE ! !O THE GOYIRN IT. 
CHI ' SUPPORT JOR T D-S I NTS APPIA!S TO Bl IN LIN 
WIT ITS OllRALL STRA! GY OJ CHALLENGING HANOI'S DOMINATION 
OJ LAOS AND IAMPUCRIA. SO PA DIREC! CHINESE MATERIAL 
ASSIS A CE HAS !JIN MINIM L AITLY BECAUSE DI1F1CULT 
T DAIN CREATIS LOGISTICAL P OJLIMS. 

110. TH LAO GOtERNMI OONTINUID IS FORTS TO 
STAB!LIZI RI COUNTRY'S CO OMT WHICBI PIIJ.GUED WI'l'B 
INILATION, SHORTAGES 01 I . N l!L COH ODITII, AND IN1111CT-

I I CEN RAL PLANNING. LAOS ll C!IYIS LARGI AMOUNTS OJ 
!ID 1 OH UNITJD NATIONS O G NIZATIONS, Bl WOLD JANK, 
AND T ASIAN DlflLOPMI T BANI. IT CONTINUES TO . Ill 
JORIIGN ASSISTANCE 110H VJ TIIN COUNTRI SAND JAPAN. IN 
TH PAS'l', LAOS HAS RIQU ST U ICONOHIC DI ILOPMINT 
ASSIST NCI, :BUT 'lBIS ISP O IT D UND CURR NT US LAW. 

111. IN AN APPARINT 11101 TO IMPROVI GOVI NHINT OPIRA­
TIO AND ALLIYIATE THI SHO A 01 ADHIHISTRATIJ AND 
!IC NIOAL PJRSONtllt CRIAT D BT E DIPA TURE 01 Nl DLI-
CLl GIIS, THI LAO GOll N NT BA N RILi! ING 
INHAT JIOM 11-JDUOATION C MP . S PAIT O J. G N. RAL 
AHN SY PLAN LlUNCHID LAST L. MANY O Bl RITURNI S 
Ail '.B .lUCllATS AND ARMY 01 IC S FROM TR OLD RE IME, AND 
SONI BAll BAD GOYIJtNMENT PO XTIONS AVAITING ORT EM. 

112. I OC INA Rl1UGII SI!UATION. THI RT O NEW 
IIJUG I~. IVALS AND THI RI ID L POPULATION or RIJUGEI 
CAMPS lN ' OUTBIA TASIA DININtSBID IN 1 8 UT THI 
RJJUGI SI ATION REMAINS 8 BIOUS AND cout! LTIH TILY 
TBRIATIN STAJILITT IN THE JGION. THAILAND !EARS THE BRUNT 
01 THI REFUGEE OUTFLOW VITU 125,000 VIETNAMESE, LAO AND 
IHMER IN UNHCR SUPPORTED R UGO CAMPS, AN ADDITIONAL 
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S C T SECTION 17 01 30 STATE 036754 

101 N C 
PROGRAM WILL SIGN11ICANTLY DUCE TH UM! OF CLANDESTINE 
ISCAPIS. 

114, THI 1975 COMMUNIST TA OVERS IN IND0CHI A CAUSED A 
RADICAL RESTRUCTURING OJ TBOS S0CIITIIS, CR !TING POLITI­
CAL AND IC0NOMIC CONDITIONS THAT HAVE IMPELL D LARGE NUM­
! RS OJ INDOCHINESE TO JLIE !HEIR HOM LANDS. INDIVIDUAL 
MOTIVATIONS FOR RIFUG!E 1LIGHT ARE COMPLEX AND OFTEN VARY 
ACCORDING TO ETHNIC GROUP AND COUNTRY 0F0RIGIN. THI LOSS 
OJ POLITICAL IREEDOM AND, 10R SOME, '!'BE FEAR or POLITICAL 

PJRSICUTI0N ARI COMMON MOTIVATING FACTORS. LIA( ECONOMIC 
PROSPICTS AND lEAR 01 TBE DRAT BAV HAD SI NIFICANT IMPACT 
ON THI JLOW 01 YIITNAMESI AND LOWLAND LAO UGIIS. IN 
YI TNAM, THI ITBNIC CHINISI A I BOUNDED !0TH OR THEIR 
!HNICITY AND ALSO BICAUS 01 TH IR R0L AS C PlTALISTS, 

VIL IN LAOS, ETHNIC MIN0RITI S SUCH S TH MONG SUlFER 
E CAUSI OF THEIR PREVIOUS AS 0CIATION WITH U •• POLICIES. 
MAY BMIR REFUGEES WHO H VE URVIV D POL PO !ND WHOSE 
COUNTRY IS NOW UND R VIIT AM CONTROL SE NO FUTURE IN 
TB IR HOMELAND. REGARDL SS 0 THEIR I DIVIDUAL MOTIVATION 
FOR 1LE ING, t-40ST INDOCHINES , R FUGEES, PAR'l'ICULARLY 
THOSE FROM LAOS AND VIETNAM, HAVE A JUSTIFI LI EAR or 
PIRSJCUTION 11 THEY SHOULD R TURN. 

115. INDOCHINESi REFUGEES HAV C!USID DOMIS!IC POLITICAL 
Dl!ATE IN ALL OJ THE ASIAN COUNTRIES. CURRINfLY, NONE OF 
THIM ARE WILLING TO ACCEPT R UG!ES FOR PERMANENT R SSETTLI-
MENT. BECAUSE OF HISTORICAL ITHNIC ANIMOSITIES, THI 
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VIJTNAHESI ARE PARTICULARLY UNWELCOMI IN THAILAND, 
MALAYSIA AND INDONESIA. THAILAND HAS STATED CATEGORICALLY 
!BAT lT CANNOT ABSOR! LARGI NUMBIR OF ETHNIC LAO INTO ITS 
POPULATION DISPITI THIIR COMMON CULTURAL !ACKGROUND. 
INCREASED RISIT!LIHINT OPPORTUHITIES IN THE VEST HAVE 
REDUCED R!FUG!I CAMP POPULATIONS THROUGHOUT SOO!REAST ASIA 
!UT THI ASIAN STATES STILL SUSPICT THAT THEY WILL !E 
IUIDIN D WITH A PERMANENT Bl1UGE PRO!t MONCE WISTERN 
IN!IIJST DIMINISHIS. II THE Ri1UGEE POPULATION GROWS 
SIGNIJICANTLY IN THI JUTURI IT IS PRO!A!LI THAT THI !SEAN 
WILL TBRIATIN JORCIBLI RIPATRIA?ION OR WILL ONCI AGAIN. 
PUSH OJF Rl1UGII BOATS IN AN lf10RT TO RJrocus INTIRNATtON­
lL A TENTION ON INDOCHINESE Rl1UGl!S. 

11e. SOME VOLUNTARY REPATRIATION BAS TAKIN PLACE. PARTI­
CULARLY AMONG THI KHMER I THAILAND. !UT 10 THE MAJORITY 
or 111UGJIS, REPATRIATION IS O! A VIABLE OPTION. MOST 
RE!LIZ THAT ~y FLEEING INDOCS NA1 THEY HAVJ MADI A POLI­
TICAL STATIMENT AND THAT THIS ILL ]E HELD AGAINST THEM 
SHOULD THEY RETURN TO THEIR COUNTRY 01 ORIGIN. 

PABT YI• CHINA 
\ 

117. CHINESE LEADIRS ARE ATTEMPTING TO CREAT !BROUGH 
THEIR JOREIGN POLICY A :BROAD ANTl•SOVIET FRONT OJ . 
MODIIATE THIRD WORLD NATIONS• WEST EUROPEAN COUNTRIES, 
JAPAN AND THE US. THIY SEE SUCH A FRONT AS PREVENTING 
OR LOG DELAYING A MAJOR WORLD WAR WHILE, AT THE SAMI 
TlMl1 PERMITTING CHINA TO MODIRNIZE WITHOUT ANY GREAT 
IISlij TO ITSILJ. 

118. OPPOSITION TO SOVIIT EXPANSIONISM IS THI GUIDING 
PIINOIPLI IN CHINA'S FORIIGN POLICY. BIIJING AS RECENTLY 
10CUSID ALMOST EICtUSIVELY ON THE SOVIET UNION AS THI MAJ­
OR TB 11'1' TO PEACE• SIEING ITS OCCUPATION 01 AFGHANISTAN 
AND I!S SUPPORT 01 VIiTNAM AS PART OF A SINISTIR PLAN FOR 
WORLD DOMINATION. IT JUDGIS, BOWIYIR, THAT MOSCOW CAN EE 
Pl!Y N!JD JBOM STARTING A WORLD WAR BT THE SOLIDARITY OF 
OTB OUN'lRIIS. 

119. !HI NIID TO MODIRNIZI tl SLID CHINA TO CLOSER TIES 
WITH THE DIVILOPED WORLD AS WILL AS STEPPED-U lFORTSBY 
BEIJING TO IMPRESS UPON THI V ST THE D NGERS OF COMPROM­
IS! AND WEAINESS IN THE FACE 01 SOVIET AMBITIONS.ATTHE 
SAME TIME, CHINA HESITATES TO IDINTIFY ITSELF TOO CLOSELY 
WITH WESTERN ACTIONS, PARTICULARLt tN THE SENSITIVI AREA 
01 THE MIDDLE EAST. 

120. CHINA'S GREATEST PRESENT EFFORT IS TO MAINTAIN 
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WORLD PRESSURE AGAINST THE SOVIETS FOR THEIR INVASION 01 
AYGHANISTAN AND AGAINST THE VIJTNAMESE FORTH IR INVASION 
AND OCCUPATION OF IAMPUCHIA. 

121. CHINA BAS SEEN THI SOVIIT I lASION 01 AFGHANISTAN AS 
AN OPPORTUNITY TO COUNTIR ATTITUDES IN THI VEST JAVORABLE 
TO DITINTE, PROD THI UNITED STATES INTO A TOUGHER ANTI­
SOVIJ'r STANCE, AND DRIVE A WllDGE :BJ.lTWEEN THI LDC'S AND THE 
SOYIIT UNION. CHINA HAS !BERIJOII LO!~IID FOR GRIATIR 
WISTDN tNTOLVIMENT IN THE SICURITT OF SOUTHWEST ASIA, 
Olfl ID . ITS OWN ASSURANCIS 01 SUPPORT TO PAXISTAN 1 ENCOUR­
AG D JU.PPROCBIMINT BITWIJN NI¥ D LB! AND ISLAMABAv,AND 
ATTIH ID TO IMPROVE ITS OWN TIJS WITH INDIA, AT THESAHE 
!IHI CHINA CONTINUES TO CALL ON THE INTl!N TIONAL COHMUN­
ITT !O AID THI AFGHAN RISISTANCEt ALTHOUGH ITSOWNAID 
BAS !JIN MINIMAL~ THI CHI ISi PORTRAY TH fllTNAMISI 
BT 
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JOR NSC 
OCCUPATION ON KAMPUCH!A AS A PARALLIL XAMPLI 01S0VIET 
I A SIONISM BY PROXIIS AND SIU: TO MOBILIZE IIGlONAL AND 

WORLD OPINION AGAINST ACCEPTANCE OF A 1Alf ACCOMPLI IN 
IAMPUCBIA AND ENCOURAGE FIERCI RESISTANC TO HANOI. 

122. SINO-US RILATIONS. GIVEN THE ANTI-SOVIET OPTIC 
!IIOUGB WHICH VIRTUALLYALL ITINTS AND POLICIIS !REVIEWED, 

~i 1~G:~iss~~~~J:1~;p5::;1~:1;JN~o~fiTM•:~Gi~o~½:~1 ::~T 
EXPANSIONISM AS THI STRATEGIC BASIS FOR THE SINO-US 

LATlONSBIP AND THAT IT VIEWS ANY SIGNS or US-SOYIIT 
AP OCH HINT, INCLUDING ARMS CONTROL N GOTIATIONS 9 WITH 

l>IS1 YOR. 

123, DURING 1980 THE US AND OHI!A WORIJD HARD AND 
SUCCJSSJULLY ·TO FULLY "NORMALIZE ECONOMIC RELATIONS AND 

STA!LISH DIPLOMATIC AND OTHER CONSULTATIVE MICHANISMS. 

12. VITH THE SIGNING ON SEPTEMBER 17 0 NIW AGREEMENTS 
ON ClYit AVIATION, MARITIME, TEXTILE AND CONSULAR MATTERS 
!Y PRISIDENT CARTER AND VICI PREMIER !O ?IBO, THE BASIC 
JRAMIWORK lOR NORMAL IN!IRACTION WAS PU! IN PLACJ. 

125. IN RECENT MONTHS THI CHINESE HAVE R!PEATIDLT VOICED 
CONCERN ABOUT THE POSSIBILITY or THE UNITID STATIS RISTOR­
ING SOMI ELEMENT 01 OJJtClAtl!Y fO TRI ILATIONSHIP WlfH 
TAIWAN, AS WELL AS INCREASING SALIS or MILITARY IQUIPMJ:NT 
TO TAIWAN. THEY HAVE RIITE ATID 10RCEFULLY THAT ANY SHIFT 
IN THE TERMS OF THE CURR NT UNOFlICIAL LATIONSHIP WITH 
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TAIPEI WOULD UNDERMINE THE CAREFULLY CRAFT D COMPROMISES 
WHICH VIBE THI BASIS OF NORMALIZATION. 

128. TB CHINESE HAVE STRESSID THE STRAT GIC ASPECTS OF 
!Bill IILATIONSHIP WITH THI US AND MADE IT CLEAR THAT THIT 
LOOK TO THI UNITED STATES TO ACT RESPONSI!LY TO REDRESS 
WHAT !HEY PERCEIVE AS RECENT SHI1TS IN TH STRATJGIC 
JALANCJ IN FAVOR OF THI USSR. CHINESE ASSESSMENT OF THE 
l!LUE 01 CHINA'S TIES TO THI UNITID STATES WILL IN GOOD 
PART BE DITERMINED BY CONTINUED AMERICAN CONSTANCY IN 
INBANCING US MILITARY POWER AND PURSUING THI TOUGHER POLI­
CIIS TOWARD THE USSR ADOPTED SINCE THE INVASION OF AFGHAN­
ISTAN. 

127. THI US-CHINA SECURITY RILATIONSHIP WHICH RAS VOtViD 
SINCE THE BROWN VISIT IN JANUARY INCLUDES NO JOINT PLANN­
ING OR LITHAL ARMS SALES, BUT DOIS PERMIT MUTUAL FAMILIARI­
ZATION !ITWJJN THI RISPICTIVE DIJINSE ESTA!LISHHBNTS SUCH 
AS OCCURRED DURING THE GING !IAO VISIT IN MAY-JUNI, AND 
UNDIR-SICRITART 01 DEFENSE PERRY'S VISIT [N SEPTIMBIR, AND 
MODEST ACCESS TO US MILITARY-RELATED TECHNOLOGY AND EQUIP­
MIN. THI CHINISI SIEM ON BALANCE TO BE PLEASED WITH THE 
DIJ SI RILATIONSBIP !UT HOPI THI US WILL ULTIMATELY PROVE 
WILLING TO ASSIST THEIR MILITARY MODERNIZATION DI!ICTLY 
THROUGH TICBNOLOGT TRANSIIRS 101 MILITARY AND D AND 
PIODUCTION BARRID !T CUiRENT POLICY. 

128. SINO-SOVI!T. CHINA HAS CONTINUED TO IIBORT THI WEST 
AND !HIRD WORLD COUNTRIES TO !All A MORE IRMLT ANTI-SOVIET 
STANCI IN THE WAKE OF THE INVASION OF AFGHANISTAN. AS PART 
01 IT BISPONSI TO THE INVASION or AFGHANIS!AN, BIIJING 
INDIJINI!ILT POSTPONED THI SECOND ROUND O POLITICAL NEGO­
TI!!IONS WITH THI USSR WHICH HAD BEEN SCB DULED TO OPEN IN 

IARLY 1980. THIS ENDID THI PHAS IN SINO- OVIJT RELATIONS, 
JJGUN IN APRIL 1979, THAT HAD FOR A TIME RAISED THI PROS­
PICT 01 SOHi IMPROVEMlNTS IN RELATIONS. A fER THE DENG­
DOMINATID PARTY PLENUM IN LATI FEBRUARY, THE CHINESE 
LIADIRSBIP S!EPPID UP ITS EFFORTS TO DEMONSTRATE IMPLAC­
A!ILITY TOWARD THI SOVIETS. THI DOMESTIC CRISIS IN POLAND 
RAISED THI SPICTER OF SOVIET IN!ERVENTION, A PROSPICT CHINA 
BAS PUJLICtT CONDEMNED. NIJIR!HILESS, DESPITE A PUBLICI-
z D !ORDER INCIDENT LAST JALL, ACTUAL CONFLICT BAS IEEN 
LIMITID TO THI VERBAL AND DIPLOMATIC LEVELS, WHILE CERTAIN 
ASPJC!S or TBF RELATIONSHIP, INCLUDING TRADI AND BORDIR 
BIVER NEGOTIATIONS, HAVE PROCIED!D NORMALLY. 

129. CHINA-SOUTHWEST ASIA/MIDDLE EAST. CHINA VIEWS 
EVINTS IN SOUTHWEST ASIA AS BOTH A THREAT AND AN OPPOBTUN-
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I l. VBILI CONCERNED ABOUT WHAT THESI EVENTS BODI FOR 
ITSILJ AND ITS 1RIENDS, CHINA HAS SEIZED UPON Bl SOVIET 
INVASION 01 AFGHANISTAN AS AN OPPORTUNITY TO COUNTIR 
Dl'l'IN'1'E POLITICS IN THE WIST, PROD WASHINGTON INOA 
TOUGHI! ANTI-SOVIET STANCI, AND DBITE A WEDGE JITWEEN THE 
THIRD WORLD AND THE SOVIIT UNION -- THREE KEY CHINESE 
1011IGN POLICY OBJICTIVIS. IT ALSO HOPES TO SEE THI 
SOVIJT UNION SO BOGGJD DOWN IN A1GHANISTAN THAT IT CAN 
IITRICATI ITSELF ONLY AT HIGH POLITICAL COST. 

130. GIYIN THE IMPORTANCE THY ATTACH TO A1GHANISTAN 
AND THI PIRSIAN GULF REGION, THI CHINISE WERE CONCERNED 
THAT THI UNITID STATES WAS TOO PREOCCUPIED WITH IRAN. 
WllILJ S?HPATBIZING WITH THI US POSITION AND OFJERING 
PUJLIC SUPPORT 10R THE RILIASI 01 THI HOSTAG S, BEIJING 
IILIIYJD !BAT WASHINGTON SHOULD SU!ORDINATI CONCERN ABOUT 
I! 
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131. TH! CHINESE ARI CURR NL CONCERN D TH TH WAR 
!ITW IRAN AND IRAQ WILL GI THE SOVIETS N OPPORTUNITY 
0 INCR ASI TBIIR INlLUINCI OR CONTROL. THE VI WAIN D 

T !JLLIGIRINTS OF THAT DANG RAND HAVE. URG D PIAC 1UL 
R OLUTION or THE CONFLIC!. LI MOST VESTER COUNfRIES, 
!BY HAYE SOUGHT TO ADOPT NIUfRAL STANCE, I ORDER TO 
Pl SI YE FUTURE OPTIONS. 

132. CHINA MOVID QUIC[LT TO E SSUR PAIISTAN or ITS SUPP­
ORT A TIR THE SOVIET INTIRV N ION IN AlGHANIS AN. WHILE 

CHINA HAS APPARENTLY PROMISED ZIA ADDITIONAL MILITARY 
ASSISTANCE, IT CANNOT SUPPLY TH SOPHISTICAT D HARDWARE 
ISLAMABAD NE!DS, AND THI CHINESE HAVE LO!BIID IT!NSIVILY 
ON PAIISTAN'S BIHALF. AS PART or ITS RIGIONA STRATIGT, 
!IIJING HAS URGED A RAPPROCHEMENT BETWIEN PAKISTAN AND 
INDIA, 

133. THOUGH SIT BAC Y INDIA'S RECOGNITION O THI 
VIrt'NAMISI-INSTAtLED HENG SAMRIN REGIME IN IAMPUCHEA, AND 
TB YIT-T0-!1-RISCHEDULID VISIT 01 FOREIGN MI ISTIR HUANG 
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· HUA TO .NEW DELHI, PROSPECTS FOR A LIMITED IMPROVIMINT IN 
SINO-INDIAN RELATIONS REMAIN FAIRLY GOOD. CHINA HAS NOTED 
WITH INTIRIST THE STRAINS THE AlGRANISTAN SI UATION HAVE 
EROUGBT TO THE SOVIET-INDIAN RELATIONSHIP, AND BAS CARE­
JULLY AVOIDED CRITICIZING INDIA FOR ITS CONTINUED RILATION­
SBIP WITH TH! SOVIETS. 

134. CBINA-SOUTHIAST ASIA. THI CHINESE RIH!IN AS ADAMANT­
LY OPPOSED AS IYER TO VIETNAM'S POLICIES IN INDOCHINA. 
CHINA CONTINUES TO PROVIDE MATERIAL AND DIPLOMATIC ASSIST­
ANCE TO THI KAMPUCHIAN RISISTANCI AND TO OPPOSE VIGOROUSLY 
ANY SOLUTION THAT WOULD LEAVE A YIETNAMES !AC[ED REGIME 
IN PLACI IN KAMPUCHEA. CHINA HAS. FEW ILLUSIONS ABOU'1' THE 
KBME ROUGE'S LONG-TIRM PROSPICTS AND HAS ECINTLY BEGUN 
TO .lCTIYILY PUSH FOR ! !ROJ.DININ.G or DEMOCRATIC IJ.MPUCHEA 'S 
(DK) POLITICAL !ASE TO INCLUDI NON-COMMUNIS! ELEMINTS. IT 
BASU GID THAT EXISTING ASIAN SUPPORT FOR THI DI REMAIN 
JIRH, !U! !OWING TO ASIAN AND INT RNATION L SENSIBILITIES, 
I! B!S DIMONSTRATID OPENNESS TO AN ANTI-VI TNAMISJ NON­
COMHU IST-LID · "UNI!ID FRONT" WITHOUT THE O!J CTION!BLI DK 
LIADIRS, 11 SUCH CAN BE SHOWN VIABLE AND CRIDI!LE. 

13~. THI CHINESE HAVE LO!!IED BARD IN SOUTHEAST ASIA AND 
ILSIWBIR! JOR THESE VIEWS. !SEAN CONTINUES TO CALL FOR A 
VIITNAMISE WITHDRAWAL FROM KAMPUCHJA AND TO VOICE CONCERN 

IOU! CLOSE SOVIl!-VIITNAM SE TIIS. NONETHELESS, RIGIONAL 
SUSPICION 01 CHINA IS D IPLY ROOTED, PARTICULARLY IN 
NJ.LAYSIA AND INDONESIA, AD BIIJING FACES A CONTINUED 
IJ O ! !O VIN LASTING ASIAN APPROVAL. COGNIZANT OF THIS 
SUSPICION AND PLACING HIGH PRIORITY ON ITS RILATIONS WITH 
NOH-COMMUNIST SOU'rHEAST ASIAN GOVIRNMENTS, BEIJING BAS 
DOWNGIADID ITS SUPPORT FOR COMMUNIST INSURGENCIES IN THE 
REGION. FOR EXAMPLE, THE CHINISI HAVE CURTAILED TB 
NUMBER or CLANDESTINE RADIO TRANSMITTERS BROADCASTING TO 
SOUTBJAST ASIAN COUNTRIES 1ROM CHINESE SOIL. 

136. CHIN.A-NORTHEAST ASIA. IN TALKS WITH AMERICANS, 
JAPANISI, AND OTHERS, THE CHINISI HAYE STB SSED THATTHEY 

SBARI AN INTEREST IN MAINTAINING STABILITY ON THE IO!EAN 
PININSULA AND OFFERED ASSURANCES THAT THI NORTH VILt NO! 
SJIZI THI OPPORTUNITY A110RDJD BY THE PRESENT DIJJICULTIIS 
IN TBB SOUTH TO ATTACK. CRINA'S E110RT ro XPAND RELATIONS 
Vl!B !Bl UNITED STATES AND JAPAN BAS PRO!ABLT STRAINED 
SINO-NOBTB XOREAN RELATIONS AT LIAST SOMEWHAT. TBiRE ARI 
LIMITS TO HOW 1AR CHINA CAN REORIENT ITS ·KOREAN POLICY AND 
MAINTAIN ITS LIVERAGE IN PYONGYANG, AND CHINA IS CONCERNED 
THAT THE SOVIET UNION MIGHT ATTEMPT TO EXPLOIT SINO-KOREAN 
DIJFJRENCES TO INCREASE ITS INFLUENCE IN PYONGYANG. WHILE 
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CINA HAS NOT REJECT D SMALL VOLU~ 0 I DIRICT TRADE 
ITH OUTB IOR!A BIIJlNG CON I UES TO UIE OU NY STEPS 

T MIG D S NASS PPOR! V c~ A CROSS-R OGNITION 
0 MULA. 

CHI SE INU TO STRESS 
IS BAS DON THE 
COURAGING 'l'HE 
CAPABILITIES. 

138. 0 R THE LAST Y AR, HOW R, TH CHINESE HAYI EIPER­
I NCID DI 1ICOLTIES IN IMPL M ING THIS AG EMINT, AS 
! 
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IR D YILOPMINT 01 RAW MAT IALS--ESPECIALLY OIL--RAS NOT 
iNC !SID APIDLY INOUGB ,o MIE THE LT'l'A QUO'l'AS. CB INESE 
INIX JRIENC IN INTERNATIONAL TRADE AND FI ANCE HAS ALSO 
CBI TJD PRO!LEMS, AND AS A RESULT, JAPAN NOW HAS MORE 
MOD ST IXPECTATIONS FOR THE SINO-JAPANESE ELATIONSHIP. 

139. CHINA•IUROPE. CHINA CONTINUES TO OPEN NEW DOORS AND 
!O XPAND OLD TIES WITH WESTIIN IUROPE, PRIMARILY TO EN­
COURAGI A STRONGER, MORE UNIFIED ANTI-SOVIET STANCl 1 ~UT 
ALO TO OBTAIN THE TICHNOLOGY AND GOODS N CESSARY To 
MOD NIZ ITS CIVILIAN ECONOMY AND ARMED -FORCES. THI 
CHIN SJ HAYE VOICED CONCERN ABOUT DIFFERENCES WITHIN THE 
N TO ALLIANCE ON POLICY TOWARD THI SOVIETS. SO FAR, CHINA 

AS BAD ONLY LIMITED SUCCESS IN PUSHING ITS HARD DIPLOMATIC 
LINE. !RADI LEVELS ARE INCREASING BUT EXCIPT 10R A 
LIHITID NUMBER 01 LOW-LIVEL, NON-LETHAL MILITARY EQUIPMENT 
PUICHAS S, CHINA HAS NOT YET CONCLUDED A MAJOR ARMS DEAL 
WITH ANY WESTERN EUROPEAN COUNTRY. RECENTLY THE CHINESE 
HAVE RJACTED SHARPLY TO THE POSSIBILITY OJ WISTERN IUROP­
IAN COUNTRIES DIVILOPING STRATEGIC TRAD ELATIONSHIPS WITH 
TAIWAN, USING THE DUTCH SUBMARINE DEAL AS AN O!JECT LESSON. 

' 

140. CHINA-AFRICA. BEIJING'S TIIS WITH AFRICA CONCENTRATE 
ON DIPLOMACY AND TRADE, AID HAVING DIMINISHID CONSIDERA!LY 
DURING THE PAST FEW TEARS DUI TO CHINA'S REOCCUPATION WITH 
ITS OWN MODIRNIZATION PRIORITIES. THE CHINFSI FREQUENTIY 
IIFRISS CONCIRN OVER THI SOVI T AND CUBAN PRESENCE IN 
AFRICA, PA!TICULARLY IN THI HORN AREA. BLACK NATIONALIST 
GROUPS IN SOUTHERN AFRICA CONTINUE TO RECEIVE LIMITED 

/ 
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AMOUNTS OF CHINESE MILITARY SUPPORT AND ANTI-SOVIET 
BJTORIC . !IIJING HAS BAILED THE EMERGENCE OF ZIHBA!WE AS 

A MA.JOB TIP IN OVERCOMING THI APARTHEID POLICIES IN 
SOUTBIRN A1RICA AND HAS REITERATID ITS SUPPORT 01 THE 
IRON!•tINI S!ATES. 

141 . CHINA-LATIN AMERICA. CHINA IS DIIPtl CONCIRNED THAT 
LATIN AMERICA IS AN EASY TARGET 01 SOVIET EXPANSIONISM VIA 
ITS CU!! PROXY AND HAS ENCOURAGED WASHINGTON TO ADOPT A 
TOUGH POLICY WITH REGARD TO CUBA. DESPITE CONSIDIRABLE 
IJJORTSt HOWEVER, CHINA'S INJLUJNCE IN LATIN AMERICA 
REMAINS WIAX. 

142. PRC DOMESTIC POLITICS. DING XIAOPING LID HIS HAJOR­
I!l RE10RMIST GROUP WITHIN THI CBINESI CENTRAL LIADERSHIP 
TO SOHi IMPORTANT BREAI-TBROUGHS THIS YEAR. A THI 111TH 

AITY PLINUM IN FEBRUARY, THE DINGIST GROUP SUCCESSFULLY 
R HOVJD POUR REMAINING MAOIST-IRA POLITBURO HOLDOVERS FROM 
PARTY AND STATE POSITIONS; RECR !TED THI PARTY SECRETARIAT 
UNDIR THJ DIRECTION OJ DENG PROTIGI HU YAOBANGt 10RCID A 
CONSENSUS IN FAVOR OF MORE RAPID TURNOVIR OF PARTY AND 
STA!I LEADIISBIP POSITIONS, AND SIT THE STAGI OR THE SYM­
!OLlCALLT IMPORTANT REHABILITATION OF LIU SHAOQI AND 
CONDIHNATION OF KANG SUING, BOTH OF WHICH WIR SUBSEQUENTLY 
CARRIED OUT. SHORTLY AlTER THI PLENUM, SICHUAN PARTY BOSS 
ZHAO ZITANG VAS MADE EXECUTIVE VIC? PREMIER, IN WHAT TURNED 
OUT TO Bl A BRIEF APPRENTICESHIP BEFORE SUCCEEDING HUA 
GUOJING AS PRJMIER IN SIPTIHBIR. UNDER HU TAOBANG'S 
DIRICTION, THI PARTY SICRET!RIAT HAS ASSIRTED ITS POWER !Y 
UflDJITAIING IMPORTANT INITIATIVIS IN POLICY AREAS SUCH AS 
M GORITT A1FAIRS, URBAN A11AIRS AND EDUCATION. 

1,3. THI P!RSONNIL APPOINTMENTS AND PROGRAMS FINALIZED IN 
SIP!IHJIR JI THI NATIONAL PEOPLE'S CONGRISS (NPC) RIPRESINT 
ANOTBII POLITICAL SUCCESS JOR THE REFORMIST WING OF THE 
CIINISI LIADIRSBIP LED !Y PARTY fICE CHAIRMAN DING XIAOPING. 
!Bl NPC SISSION, LIKE THE PARTY'S FIJTH PLENUM LAST FIJRU­
JRT• JJARS A DJNGIST IMPRIMATUR IN ITS STRONG INDORSIMINT 
01 LIADIRSHIP RllORM AT ALL L YILS. THI NPC GATE FORMAL 
APPROVAL TO A NUMBER 01 SENIOR LEVEL PERSONNEL CHANGIS, 
RIPOR!S AND tAWS. ZHAO 2IYANG WAS ELIC!ID TO THI PRIMIER­
SHIP, REPLACING HUA GUOJING . 'l'HE NPC ALSO ELICTID THREE 

NJW VICI PBJHIERS TO BILP JILL THE EIGHT SLOTS lACA,ED 
THROUGH RESIGNATIONS: HUANG HUA ZHANG AIPING, YANG 
JINGRIN. THE PLENARY SESSION ALSO RATI1I!D, IN PRINCIPLE, 
THE DECENTRALIZATION OF CHINA;S MANAGEH NT SYSTEM ON A 
NATIONWIDE BASIS. 
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144. THI SELECTION OF TB! THREJ VICE PRIMIIRS -- WHOSE 
ATEIAGJ GI IS 66 -- ILLUSTRATIS CHINA'S DIJJICULTIES IN 
IDINTIJTING LEADERSHIP TALENT THAT IS YOUTH1UL AS WILL AS 
POLITICALLY TRUSTWORTHY. IN THIS REGARD, THE NPC HAS DON~ 
LITTL O RIVIESE THI SLOW PACE AT WHICH THE DEFINSI AND 
101EIGN POLICY ESTABLISHMINTS HAVE BROUG!T NEW !LOOD INTO 
TOP POSITIONS. AS PREMIIR, ZHAO ZITANG IS !ECOHI G MORE 
DIIPLY INlOLVED IN FOREIGN POLICY, BUT IT WILL TAIi SOME 
!INI 1110 I HE MASTERS THE TRADE AND DECIDES ON WHOM HE 
WILL RILY lOR ADV'ICE. HE RECltfTLT HADE BIS JIRST TRIP 
AJI01D IN BIS NEW CAPACITY. TO BURMA AND THAILAND. 

145. THI Rl10RMIST WING OJ THE POLITBURO BAS LONG JELIElED 
!BAT MODERNIZATION COULD BE CARRIED OUT SUCCISS1ULLY ONLY 
JJ OLDIB LEADERS WIRE RIPLACID WITH YOUNGER, MORI PROFESS­
IONALLY QUALIFIED INDIVIDUALS AND THE BUREAUCRACY WAS HELD 
!! 
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CCOUN!ABLI FOR ITS MISTAIIS, THE SEVERI DISCIPLINARY 
ACTION TAKJN AGAINST VICI PREMIER KANG SBIIN AND THE DIS­

ISSAL 01 THE MINISTIR 01 PETROLEUM FOR HIS PART IN THE 
!OBAI RIG DISASTIR SIGNALED THI CENTRAL t ADIRSHIP'S INTENT 
TO PLAY A STRICTER AND HORE INTEIVENTIONIST ROLE IN SUPER-
ISI G THI BUREAUCRACY. HORE RICINTLY, VICI PREHIIB GU MU 

IA R ,HOVID 1ROM HIS CONCURRENT POSITION AS HEAD 01 THE 
S!A!I CAPITAL CONSTRUCTION COMMISSION, APPARENTLY !JCAUSE 
OJ BIS INABILITY TO CONTROL RUNAWAY CAPITAL SPENDING AT 
TBI PROfINCIAL LIVIL. 

146, ALTHOUGH THI DINGISTS MADE IMPORTANT GAINS AT THE 
NPC, IF ORTS TO REYITALIZ THE SINIOR LIADIRSBIP AR FAR 
JROM COMPLITlz 

-THI CURRENT VICI PBIMI!BS APPEAR TO BE IN NEED or FURTHER 
Sf G!BINING IN ORDER TO DIAL WITH THI COMPLEX ISSUES 
N OLYJD IN CHINA'S MODIRNIZATION. MOS! or THE STRONG 

PLAYJRS !HONG THEM -- WAN LI, YAO YILIN, AND JANG YI -­
ALSO SIRYE ON THE PARTY SECRITARIAT AND PROBABLY HAVE ONLY 
LIHITID TIMI TO DETOTE TO OVERS EING POLICY IMPtlHENTATION. 
ZBAO ZIT NG WILL LIKILT lURTHER SORT OUT AND AUGM!NT THE 
RJNIS 01 THI STATE COUNCIL. 

- Bl FOLITJURO REMAINS ANOTHER WEAK LINK, ENCUM!ERED !Y 
ILDER~T LIADERS WHO CANNOT DO A FUtL DAY 1 S WORK AND BY 
POLITICAL SYM!OLS WHO HAVE LONG OUTLIVED THEIR USIYULNESS. 

MANY IN THI R!JORM WING OF THE LEADERSHIP VIEW IT AS POPU-

FSN:000399 PAGE 01 

******* 

TORt043/22s16Z DTG:122031Z FE! 81 

S E C . E T *******E COPY 



******* S E R E T *'°'*****E COPY 

tATID !Y TOO MANY ·CONSERVATIVES WHO AT VARIOUS TIMES HAVE 
CO S!RAINED POLITICAL AND ECONOMIC INNOVATION. TE 
JIANYING, YU QIULI AND LI IIANNIAN, IN ADDITION TO HUA, 
HAYE HAD THEIR SHARE OF DIFFIR NCIS WITH THE DENGISTS. 
BOTH THI OUTCOME 01 THI GANG or ronR TRI LAND THI EVIDENT 

SIGNATION or HUA FROM THI PARTY CHAIRMANSHIP INDICATE 
IRIOUS CON1LICT AMONG THI LEADE S. TH OIVIOUS DIFFI­

CULTY OJ THI LEADERSHIP IN AGREEING ON A VERDICT IN THE 
GAG 01 JOUR TRIAL SUGGESTS THAT DENG'S POSITION IS NOT 
SU IOIIN'l'LT STRONG TO INAJLE HIM TO CARRY 00'1' HIS WISHES 
UNMINDIUL 01 TBI OPPOSITION. 

14?. TENSIONS WITHIN TR LEADERSHIP HAll INCREASED SINCE 
TB NPCi AS A ~ESULT OF THE CONTROlERSY OYIR HUA AND ALSO 

AJOR D JERENCES OF OPINION OVER THE ROt or MAO, THE 
I RTANC OJ IDEOLOGY, AND. MO f IMPORTANTLY, TH !HORNY 
D ILS OJ EfFECTIVELYCARRYING OUT THE MOD RNIZA!ION 

OGRAM. AT THE MOMENT, DENG APPEARS O CE MORE TO HAVE 
OD !ID HIS AGGRESSIVI LEADERSHIP STYL TO SALVAGE HIS 

0 f1 PROGRAM AND DE-1USE POTENTIALLY D TABlLIZING POWER 
! UCGL s. RICENT MIDI! ATT NTION TO TH IMPORTANCE OF 

lD LOGY SUGGESTS THAT, ON THIS POINT AT LEAST, BE HAS 
EIIBLE ENOUGH TO HODllY HIS PRE1ER ID POSITION ON 

H LATIONSBIP BETWEEN IDEOLOGY AND MODERNIZATION, THUS 
- M !ING A POTINTIAL TACTIC HIS OPPONI TS MIGHT ADOPT. 

Y ALSO HAVE BOWID TO PRISSUIE FROM HIS OPPONINTS AND 
CIID 11 l!OM HIS OWN PR!FIR NCI TO IGNORE TH IDIOLOG­

IC L IACTO ALMOST COMPLITILY. THE DEPTH OF THE CONlLICT, 
ND TB CONTINUED FAILURI TO RESOLVE IT, IS DEMONSTRATED 

BI Bl JACT THAT THE PLENUM WHICH MUST PRECEDE THI TWELFTH 
TT CONGRESS HAS BIEN POSTPON D SEVERAL TIMES. THE 

CONG ISS ITSIL1 WILL PROBABLY NOT CONVINJ UNTIL LATE SPRING 
0 IARLT SUMMER. DESPITE '?BISI ROELIHS, HOWIVIR, THE 
co ROLAND P!El!LENCE or TB DENG GROUP IS NOT SIRIOUSLY 

ii ~iflTI8NiNJi!:T,:AI~1gf88fc~tDc5~Pggs~iNiNigA+Bi~~ J~~: 
G AM !BAT WILL PRO!ABLY SATISJY THE MORE CONSERVATIVE AMONG 
TI LAD RSBIP. THE LONG-RUN SUCCESS 01 THIS TACTIC WILL 
D p ND ON THI SUCCISS or THI ICONOMIC PROGRAM AND THE FATE 
0 T CURRINT RITRINCHHINT I 10RT. 

148. CHINA: ECONOMY. SINCE NOVEMBER 1980, THI LEADERSHIP 
HAST KIN IIADJUSTMENT OJ THE ECONOMY, RA!HER THAN ECONOMIC 
RIJORM AD DECENTRALIZATION, AS ITS PRIMA Y ECONOMIC TASK. 
IN PROMULGATING NEW ECONOMIC GUIDELINES FOR DECINTRALIZAT­
ION AT THI NPC, THI CHINESE HAD COUNTED UPON THE A!ILITY OF 
THE GUIDILINES TO CONTROLTHE PROBLEHSTARG!TED LATER BY 
THE READJUSTMENT CAMPAIGN (BUDGET DEFICITS, UNEALANCED 
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INY . STMENT, AND INFLATION) WHILE FACILITATING THE 
ISTRUCTURING 01 ECONOMIC RELATIONSHIPS, THE GUIDJ­

LlNIS, BOWEYIR• W RI TOO UNFAMILIAR AND SIJLETAL TO PLAY 
A S!IAINING ROLi; AT THE SAME TIME, INC!IASED LOCAL 
C N!ROt OYIR FINANCES WIAIENED THI CENTRAL GOVERNME T'S 

01 S TO CUT SPENDING. THE IMPACT OF A 7 BILLION 
DOLLAB Dl1ICIT IN 1980, 2 !ILLION DOLLARS !JOVE THE 
JIPICTID JIGURI, APPARENTLY GALVANIZED !llJtNG INTO 
TAIING SPENDING CUTS AS ITS FIRST PRIORITY• IN DECEMBER 
1980, IBIRIFORE, HE GOVERNMINT ANNOUNCED THROUGH THI 
0 fIClAL PRESS THAT IT WOULD FIRST CONC.EN'f'RA!E ON 11.lD­
J STING THE ECONOMY (I, I,, CUTTING SPENDING AND IMPORTS, 
SBlfTING INYIS!MINT INTO AGRICULTURE AND LIGHT INDUS­
TIT)J I! RILIGATED DECENTRALIZATION TO A SU!ORDINATI 
POSITION. 

J! 
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1 g. IN LATI DECIM!IR AD EARLY JANUA Y 1981 PRISS 

IOLES, THE GOYERNHENT STATED THAT CHIN LACKS THE 
I CI!L BAS FOR FURTHER IPANSION or D CENTRALIZATION 

AND HUST TIGHTEN CENTRAL RIGULATIONS FOR CPI AL I YEST­
!, PRICI CONTROL, AND US O ETAINID OJITS AND 

YINUIS. AS A RESULT, ADMINIS RATIVE CO OLS HAfl 
. IMPOSED (OR RIIMPOSID) IN A AS WHICH WIR TO HAVI 

J N THE RESPONSI~ILITY 01 LOW •LEVIL UNIT. PLANNED 
R ORGANIZATION AND STREAHLINI G or CENTR L MINISTRI s 

AYE ALSO BIN POSTPONED, WHICH COULD STR NGTHEN THI 
POSITION or BUREAUCRATS OPPOSING DELEGATIO OF THEIR 
POWER TO LOCAL GOY RNHENTS AND NTERPRIS • 

150. CHINA INDID 1979 WITH AN 11 :BILLION DOLLAR 
DIJICITA APPROIIMATELT 3 BILLION OF THAT AMOUNT STEMMED 
1ROM OYIR-BUDGIT CAPITAL SPENDING. THE C NTRAL GOVIRN-
HINT IN 1980 RISPONDID BT CUTTING ITS !UDG !ED INVEST­
t1JN'f 3'7 PIRCIN'l', !UT UNPLANN D SPENDING AT 'fHI LOCAL 
L YEL INCREASED WITH GR TIR U ONOMY AND OW MAIES UP 
ALMOST 50 PIRCENT 01 THI APPROIIHATILT 33 ILLION 
DOLLARS IN TOTAL INVISTMINT. IJING HAS COUNTIRJD THIS 
!!IND BY REIMPOSING ITS CONTROL OVER LARGE AND MEDIUM­
SCAL CAPITAL PROJECTS, LIMITING N'l'ERPRIS SAND MINIS­
TRIS TO P!OJICTS SUCH AS ORI R HOUSING AND INDUST IAL 
SJ11TY. A DICiM!JR 30, 1980 PIS ARTICL CALL D FOR 
•ciN!RAtIZED IN!IGRATION" OR INCREASED ADMINIS!RATIV 
INTIRTENTION IN CAPITAL CONST UCTION PL NING~ THIR BI 
E111CTIVILY REDUCING THI POV O LOWE -L l LUKITS TO 
OSI TBIIR R TAINID PROFI SAS TB l CHOOS • 
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151. THI YIAEILITY OF THE CU RINT LEADERSHIP'S ECONOMIC 
POLICI.IS DIPJ:NDS ON 'l'HIIRS'OCCISS INRAISIN~ LIVING 
STANDARDS, 'l'BE GOVERNMENT THIREJpRE CONSIDERS IN1LATION 

AND PRICI INCREASES TO JI UNACCEPTABLE THREATS. IT 
!DMITTID TO AN INFLATION RATE OF 5.8 PERCINT IN 1980; 
OTHER IS'l'IMATES PLACE IT AS HIGH AS 15-20 P RCINT. FEAR 
01 INILATlON AND POPULAR DISCONTENT BROUQHT A STRONG 
RIAC!ION ON DECEMBER 7, 1980 TO PRICE INCREASES CAUSED 
l RILAIATION OJ PRICE CONTROLS. THE GOVERNMENT PLACED 

1 CIILING ON STATI AND NIGOTIATED PRICES, AND NARROWLY 
I JINJD THI TYPES 01 COMMODITIES THAT COULD 0E SOLD AT 

JGOTIATID PRICES. (ONLY MINOR MANUFACTURED ITEMS AND 
AIIICUL'l'URAL GOODS PRODUCED ABOVE QUOTA COULD H!VI 
1LOATING PRICES; GOODS SOLD DIRECTLY BT THI PRODUCIIS 
0 P!ODUCID AEOVE QUOTA CAME UNDER STATE PRICE GUIDI­
LINJS. 

152. THI PRICE 1REEZE WILL NOT REMOVE THI CAUSES or 
UNDIRLTING INFLATION: UNMET DEMAND AND AN tNCRIASI IN 
THI MONIY SUPPLY, WHICH GREW OVEI 10 PERCENT IN 1980, 
ACCORDING TO ONI ESTIMATE. THI PRICE FREJZI MAT AOT-
U.tLLT CONTRIBUTE TO I N1LA'l'ION AS. !HE GOV RNMINT IS . 
IORCJD TO PRINT MORE MONEY -- WRICH STAYS IN CIRCULATION 
-TO COVIR CONSUMER PRICI SUBSIDIES, WAG INCR !SIS, AND 
HIGHER AGRICULTURAL PRICES. IOR EXAMPLE, IT SPINT ABOUT 
~ IItLION DOLLARS IN 1979 ON INCREASED PURCHASE PRICES 
JOB AGRICULTURE, WHILE GRANTING 40 PERCENT 01 THE WOii 
JORCI WAGI RAISIS AND ALL URBAN WORIERS SUBSIDIES IQUAL 
TO 5 PIRCJNT 01 THEIR MON!RLY VAGIS TO COVIR INCREASED 
JOOD COSTS. TOTAL CONSUMJR SUBSIDIES IN 1980 TOTALLED 
APPROIIM TEL? 13 BILLION DOLLARS, OR 17 PIRCINT 01 TOTAL 
IIPINDITUIIS, IF THI 198L HARVIST IS LARGI, AGRICUL­
'lUR!t PRICI SU:BSIDIJS COULD INCIIASE BUT 'l'R! GOVIRNHENT 
CANNOT A110RD CONTINUED BIKES IN BOTH PURCHASE PRICES 
AND tJRJ.lN WAGES. IT THUS J'ACES TWO UNPLEASANT CHOICES: 
PASSING P ICI INCREASES ON TO THE CONSUMER, OR PRINTING 
MONIT TO COYER GROWING Dl1ICITS. 

153. PRICE RIJORM RATBIR THAN PRICE CONTROLS WILL 
Dl'?IRMINI TIii SUCCISS OF 'l' I DICINTRALIZATION POLICIES. 
IIRATION L PRICES PREVENT CLEAi SIGNALS or MARIi! DEMAND 
JBOH REACHING ENTERPRISE MANAGERS WHO HUST ASSUME 
IISPO· SIJILITY 101 'fBIIR PR01I!S AND LOS SIS. '!'HIT ALSO 

. PlllENT ALLOCATION 01 RISOURCJS ACCORDING TO DEMAND 
IATBIR fHAN STATE POLICY. THI ACADEMIC PRESS HAS CARR­
IID ARTICLIS PROPOSING HEW METHODS or PRICING, SUCH AS 
IN TIIMS 01 PRODUCTION COSTS OR QUALITY, EUT NO 011ICIAL 
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DICISION HAS !EEN MADE. GIVIN THI GOVERNMJNT'S CUR INT 
!IO ITIES AND GENERAL WARINESS OJ PRICE lNCREASIS! THIS 

QOI TION APPEARS IN SIRIOUS DANG R or BEING IGNORE», 
WITH ADVIRSI E1FECTS ON THI STR NGTH OF,ANDSUPPORT 
0, !Bl RANGE 01 DICENTR!LIZATION POLICI s. 

15. SOME REFORMS HAVE CONTINUED UNAFJ!C D BY R -
!R NC HIN!. AGRICULTURAL DICINTRALIZATION, BECAUSE IT 
DOS NOT ADD TO THI BUDGI! DEJICIT AND IS ASSOCIATED · 
Wl!H JllJORMS SPONSOR ID 11' PREHIEJl ZHAO, WILL PROBA:BLY 
CO TINUI UN!JJICTED. THI BANIING SYSTEM NOW PROVIDE 
IN!IRIST-JIARING LOANS JOR CAPITAL CONSTRUCTION PRO-
J C!SJ 'fVO NIW BANIS (AN IMPORT- XPORT A'ND A COMMIRCIAL 
AND INDUSTRIAL) WILL El ISTABLISBID THIS TAR, TAI 
LAWS JO JOINT VENTURES AND TB SPICIAL ICO OMIC ZON S 
11, Bl N PUBLISHID, WHILE NIW LAND AND N !URAL RISOUR-

T 
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JOR NSC . 
CJS TAXIS ARI !EING DRlfTED. 

15~. !HI RIADJUSTMINT PIRIOD NOW SLATED TO ITIND 
JITOND 1983, COULD PROll BIN JICIAL TO THE IYINtUAL 

· SUCCJSS 01 DECENTRALIZATION. IF THE GOVIRNMI T SUCCEEDS 
IN CONT!OLLING SPENDING AND IN1LA!ION, WBILI RETAINING. 
IN! RIST IN AND COMMITHINT TO PREVIOUSLY OU!LINJD RE­
JORHS DICINTRALIZATION COULD BE EXTENDED L TIR IN A 
STRONGIR ECONOMY, WITHOUT HAYING BEEN DISCRiDITID JY 
1AlLURJ, GOVIRNMINT OF ICIALS BATE FIRMLY XPRESSID 
TBIS POSITION TO JORJIGN AND CHINESE AUDIENCE !Lltl. 
HOWEVIR, ENTRENCHED JCONOMIC PROELEMS AND TH INEVITAiLE 
POLITICIZATION O ICOMOHIC PROBLEMS MAKE THIS SCENARIO 
LISS LIIILY, ET 1984, AJTIR 10UR YEARS OF WRANGLING 
OYER JUDGET PRIORITIES AND ANTI-INFLATION POLICIES, 
DIIENTRALIZATION MAY EE DISCREDITED AND RIJECflD AS AN 
OPTION, 

PAR YII. JAPAN 

156, !BE UNANIMOUS ILICTION O PRIME MINISTIR SUZUKI TO 
TB TWO-YEAR TJRM AS PBISIDINT 01 THE RULING LI!IRAL 
D HOCRATIC PARTY (LDP) AT 'fH PARTY'S NOVEMBER CONVIN­
!ION DIHONSTRATIS HIS !MIRGING STATUS AS A NATIONAL 
LIADIJ, ALTHOUGH HIS POLI!ICS OF HARMONY" APPROACH 
CON!INUJS TO EE CRITICIZJD FOR !IING JLAND AND TOO 
CAU IOUS, SUZUKI'S POLITICAL 10!!UNES APPEAR TO RAVI 
INPIOYID DURING THE SPICIAL DI! SESSION LAST 1ALL, AND 
AS A RISULT 01 HIS RICINT TRIP TO ASEAN COUNTRIES, DUR-
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ING THI DIET SISSION, SUZUII DEJUSED CONTROYIISY RESULT­
ING JROM STATEMENTS AND ACTIONS 01 HIS CABINIT MIMB!RS 
THAT HAD OPINED HIM UP TO CHARGES OF !IING IIGHT-VING 
AND MILITARISTIC, AND HIS 11FORTS TO MODERATE THI 
DI INS! SPENDING INCREASE HAYE INHANCED HIS SUPPORT AMONG 
DI TMIN WITH INTIRESTS IN WEL ARI, EDUCATION, AND CON• 
S!RUCTION. · 

157. IN ADDITION, THE RECENT CONCLUSION OF TB LONG-
!ANDING TILECOMMUNICATIONS AND TOBACCO NEGOTIATIONS 

B fJ ALSO IMPROYID SUZUII'S IMAGE. HOWIVIR, BIS POT N­
TIAL SUCCIS ORS WITHIN THI LDP ARE ALREADY POSI!IONING 
!BIMSILYIS TO TAKE TB! REINS HOULD H FALTIR, BE STILL 
BAS NOT ISTABLISH!D HIMSIL! AS THE tlAD R 01 HIS OWN 
JACTION, AND BIS CLOSE ASSOC! TION WITH 10RMJ PRIME 
NI ISTIR TANAKA, STILL UNDIR INVISTIGATION I THI LOCI­
H ID SCANDAL, COULD INJURE HIM. MORIOYER, !BIR IS 
DA GIR THAT SOHE 01 THE LDP'S MAJOR FACTIONAL LIADIRS-­
SUCB AS 10RMER PRIME MINISTER fUIUDA--MIGHT PULL OUT 0 
THI MAINSTREAM ALLIANCE ON WHICH SUZUKI'S TENUBE AS THI 
P&ITT'S LIADER DEPENDS. THI IXPICT!D CABINET REORGANI­
ZA!ION THIS SUMMER MAY CON RONT SUZUKI WITB HIS NJXT 
IMPOR!ANT POLITICAL TIST. 

138. AS A RESULT OF LAST JUNE'S ILECTIONS, THI OPPOSI­
TION PARTIES HAVE CONTINUED IN A STATE OF DISAIRAT. 
MODERATE PABTI!S SUCH AS THE IOMIITO AND THI DEMOCRATIC 
SOCIALIST PARTY (DSP) HAVI HAD TO REASSESS TH IR DECI­
SION TO COOPERATE AND WORI TOWARD AN OPPOSITION OOALI~ 
TION GOVERNMINT. THI KOMEITO SUFFERED A MAJOR SITBAC[ 
A TI POLLS AND IS S~EING ITS SUPPORT DETERIORATJ 
FU HER AS A RESULT 01 THI DECLINING STRINGTH OF ITS 
P INCIPAL VOTER JLOCI, SOl!GAKAI, A LAT BUDD I 
0 NIZATION. THE XOMEITO RIO !LY ADOPTED S VIRAL 

OLJCY REVISIONS IN ITS IDIOLOGT TO BROADEN ITS POLITI­
CAL !A I AND TO REDl1INI ITS ROL, WHICH SHI1T THI PARTY 
1ROM OPPOSITION TO SUPPORT 01 TB US-JAPAN MUTUAL SECU­
RITY TRIATY AND THE SJtJ D JENS 10RCIS--A POLICY THAT 

IS ALSO SUPPORTED BY THE DSPIN ADDITION, DURING THE 
SPECIAL DIIT SISSION, THI IOM ITO MOVED !WAY FROH A 
POSITION OF OUTRIGHT REJECTING INCREASE IND 1 NSI 
SINDING TO A MORI FtEII!LE APPROACH. 

15Q. THI DSP HAS ALSO MOTID IN ITS POSITION IN 1 VAY 
TBAT WILL TAKE IT IVEN CLOSER TO THOSE OF THE LDP, A 
DSP MEETING WITH SUZUKI RESULTED I A DSP AGREEMI T TO 
SUPPORT THRIE SDF DEFENSE BILL1 ONE OF WRICH CALLJD FOR 
A MODIST INCREASE IN THE SD1 1oRCES. AMONG THE LIITWING 
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PABTIIS, RILATIONS HAVE WORSJNED FURTBIR OVIR THI LAST 
II MONTHS, LIADERS WITHIN !II JAPAN SOCIALIST PARTY 

BAVI ATTINPTID TO MOYI TRI PARTY TOWARD A MORI MOD RATE 
POSITION WRICH THEY HOPI WILL REVITALIZE THE PARTY'S 
SAGGING PUJLIC STANDING, BUT OPPOSITION FROM THE LIJ'1'iST 
HJMJIRS 01 THI PARTY BAS PUT HALT TO REFORMIST MIAS~ 
UIIS THAT WOULD HAVE DECIDIDLT TILTED THE JSP TO THI 
RIGHT. 

1e0, DE11NSI ISSU1S HAVE COMMANDED A MAJOR SHARI OF 
SOZtJtI'S ATTENTION, AND DOMINATED DII! DISCUSSIONS, 
SUZUII WAS CALLED ON TO DJJIND HIMSILJ AND BIS JUSTICI 
HINIS'l'ER OYER THE MINISTER'S ADVOCACY OJ A REVISION IN 
!II POLI'l'I0J.LLT 'l'OUCBY WAl-BltATED SICTIONS 01 JAPAN'S 
OONSTI!U'l'ION, THI IRAN-IRAQ CON1LIC'l' ALSO WEIGHED BIAV­
ItY IN THI DISCUSSIONS AS DIITMIN AND TBI PUBLIC ARGUED 
J! 
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CONSTITUTIONAL LIMITS O JP N'S !BILI TO PARTI-
CI ATI IN ALLIED EF10RTS TO MAI IN THI DOH O Sil 
L N • !BISE AND OTHIR DISCUS IONS MOVED JAPAN SI PUJ­
L C N !MINT IN SUPPORT 01 AN HANCED S CURITT ROL 

OR JAPAN. 

1 1. BOWIVIR, WHILE THAT SENTIHINT SUPPO STEADT--
L! IT UNHIROIC-INCRIASJS IN DI INSE, TH R IS LIT L 

JDJOC CY JOR AN ACTUAL BROADJNING 01 JAPAN'S MILITARY 
ACTIYITIIS, AS A RISULT, SUZU I AND OTHI LDP LIADIRS 
AP AIINTLY JILT CONSTRAINED BT THI PUBLIC MOOD FROM 
PIISSING FOR TH 9.7 PERCIN IC ASE GRANT D TO DI INSE 
SP NDING IN INTIRMINISTIRIAL N GOTIATIONS L ST JUNI. 
UZUII'S SUPPORT ALSO VAN DAS -A RISULT O HIS Dl!IRHI­

N !ION !O RIDUCI THI LEYIL 01 JAPAN'S BUDG T-RELATED 
DJJICIT lINANCING, IN ADDI ION. !RISE LID S APPARINT­
Lt GRJW CONCIRNID OVIR THE SUCCI S THE OPPO ITION P -
TIIS VIRI SCORING IN INCOU AGING THI PU!LIC TO LINI AX 
MIASURJS PROPOSED IT THJ MI IS RT 01 FINANC TO TR IN­
CIIASE REQUESTED ?OR -DEJINSI SP NDING. 

162. IN TIE FOREIGN POLICY I LD, JAPAN~$ 
TOWARD A GRIATIR POLITICAL OL BA ACCELE 

TOITO BAS PRESSID 10RVA!D INT MORI ACTIT 
DIPLOMACY THAT !IGAN TO EM RGE I THE WAIE 0 
INVASION OF AFGHANISTAN. 0TH PIM MINIST 
JORIIGN MINISTER ITO HAYE SOUND DIN THEIR 
!OLDIJt RHETORIC FEATURED I LAST SUMMER'S . OR 

* * * * * * * * * * * * * * * *WBSR COMMENT 
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ANNUAL POLICY RIPORT (THE BLUJ BOOK). SUZUKI, IN HIS KEY­
NO!J ADDRESS AT THI CONCLUSION OF HIS ASIAN TOUR1 DECLARED 
!Bl YORMULATlON OF JAPAN'S NIW WORLD ROLE TO !E UNI OF ITS 
MOS PRESSING !ASKS JOR THI 1980S. 

163. PR!MI MINISTER SUZUKI'S TWO-WEEI VISIT TO THE FIVE 
1S AN HEMBIRS IN JANU.lRT--HIS 1IRST or1ICIAL TRIP AiROAD-­
w,s THI MOST RECiNT IIPBJSSION OF THIS NEW ACTIVISM. 
SDZUII'S GOALS WERE TO IS'l'A:SLISB PERSONAL RAPPORT WITH HIS 
COUNTERPARTS, TO REINVIGORATI TIES WITH !SEAN, WHICH HAD 
SU1 IIJD FROM NEGLECT SINCE PRIMI MINISTER FUIUDA. VISI'l'ED 
TB Al A IN 1977• AND TO HIGHLIGHT THE POLITICAL DIMENSION 
0 TH JA.PAN-ASIAN CONNECTION• SUZUKI ALSO SOUGHT !SEAN 
VIJWS ON HOW JAPAN COULD ADVANCE SETTLEMENT 01 THE 
IAHPUCREAN ISSUE SINCE JAPAN HAS SEIZED UPON THIS AS ONE 
ARIA 'fO PURSUE FOR AN EXPANDED DIPLOMATIC ROLi •. 

16 •• IAMPUCHIA AND ECONOMIC ISSUES DOMINATID THI DISCUS­
SIONS. ALL !SEAN LEADERS URGED SUZUII TO JOIN IN iFFORTS 
TO CONtlNI AN INTIRNATIONAL CONFERENCE ON KAMPUCHEA AND TO 
BIING VIITNAM TO THE CONFERENCE TABLI. ON THI ECONOMIC 
SIDI, SUZUlI PLEDGED 1INANCI!t ASSISTANCE WHICH, WHILE 
MODI TIN COMPARISON TO FU[UDA#S PACKAGE IN 1977, WILL 
N Yll!BJLESS INCREASE TOTAL JAPANESE AID TO ASEAN THIS YEAR 
It 21 PIRCIN'l' TO 880 MILLION DOLLARS. SUZUKI, WHO REPEAT­
IDLY IMPBASIZID THAT JAPAN HAD NO DESIRE TO BICOME A MILI­
'ART POWIR, ALSO HEARD !SEAN VIIWS ON JAPAN'S DIFENSI EF-
101TS AND RETURNED WITH THE IMPRESSION THAT !SEAN COUNTRIES 
IHDIJD WILCOMJD GRIATIR JAPANIS! DEFENSE SPINDING AS LONG 
AS IT WAS 101 DEFINSIVE PURPOSIS AND GROUNDED I ,N CLOSE US­
JAPAN SICURITt TIIS. SUZU[I WAS SIMILARLY IMPRISSED WITH 
TIJ DIVIRGINCI AMONG ASIAN ATTITUDES TOWARD CHINA THAT 
COULD lflNTUALLY STRAIN ASIAN UNITY AND CONCLUDID THAT 
JAPAN MIGHT Bl ABLE TO !ROIIR AN IMPROVEMENT IN THOSE TIES. 
(10RllGN MINISTER ITO MIT SUZUKI AFTER HIS RITURN WITH THE 
CHINISJ AMBASSADOR TO URGE !IIJING TO ELIMINATE CONTENIOUS 
PIOBLIHS IN ITS RELATION WITH ASIAN). !Y ALL ACCOUNTS, THE 
SUZUII YISIT WAS WELL-RICIIVID, IN SHARP CONTRAST WITH THE 
DIMONSTRATION-MARRED TOUR 01 PRIMI MINISTER TANAKA IN 1974. 

165. !HI COMMUTATION 01 !HE DEATH SENTENCE 01 SOUTH KOREAN 
DISSIDlNT IIM DAI-JUNG PATS THE WAT JOR IMPROVIMINT OF 
JAPAN-SOUTHIORJA REJ.ATIONS. 'lHE INTINSI MOTIONS INVOLVED 
WILL SUDSID ·, !UT SUZUII AND THE LDP WILL STILL !E PRESSURED 

EY OPPOSITION PARTIES TO SIEK KIM'S RELEASE. AT TRE 
SAME TIME, PLANNING IS ALRIADY PROCEEDING 10R '!'HE NEXT 
JAPAN-SOUTH KOREA MINISTERIAL CONFERENCE, AND JAPAN 
SHOULD SOON SIGN ITS NEXT YEN LOAN TO SOUTH KORIA. 
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166, SOVIET-JAP!NISE RELATIONS CONTINUE TO lOUNDER ON 
AJGBANISTAN, THE NORTHERN TERRITORIES AND IIPANSION OF 
SOYII! MILITARY ACTIVITIES IN EAST ASIA, TB! SUZUKI 
GOYIRNHINT HAS TAIIN A STANCE NOTICEABLY TOUGHER THAN 
ITS PRIDICESSORS, BLAMING THI SOlIETS 10l THE DITIRIOR­
ATION IN BILATERAL RELATIONS AND CALLING 10R MOSCOW TO 
DJMONSTRATI ITS PROFISSID DISIRI iOR IMPROYID TIIS 
THROUGH CONCBIT! $TIPS. RICENT INSTANCES OF THIS MORE 
ASSl!TIVI APPROACH INCLUDE: . 

--TO(TO'S GINIRAL MAINTINANCI 01 POST-AFGHANISTAN 
ICONOMIC SANCTIONS AND ITS ClITICISM OF EUROPEAN 
JLLIIS JOR APPARENT LAPSES, IN ORDER TO DllUSI BUSINESS 
COHHUNI!t PRESSURE ON THI SANCTIONS, HOWEVER, TOITO RAS 
APPROVID TWO PINDING EIIH !!NI LOANS JOI EXISTING 
JT 
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FOB NSC 
SIBERIAN DEVELOPMENT PROJECTS (A 40 MILLION DOLLAR ADD­
ON JOR H SOUTH YAKUTSK COAL PROJ CT AND ABOUT 500 
MILLION DOLLARS 10R THE NEXT STAG OF A TIMJIR PROJICT) 
AND DECIDED IN PRINCIPLE TO APP OVE SUPPLIERS CR DITS 
UNDIR 100 MILLION DOLLARS FOR REGULAR MERCHANDISE TRADE. 

--10 IIGN MINISTER ITO'S MORI FORTHRIGHT PUBLIC STATE­
MINTS ON RELATIONS WITH MOSCOW, SUCH AS BIS JANUARY 
DI T SPE CH, AND HIS VIGOROUS EXPOSITION O JAPANESE 

-~, VIIWS IN HIS SEPTEMBER MEETING WITH GROMYKO AT THE 
UN. 

• I PIA! D Rl]UJFS 01 SOVIET 1110BTS TO PARAT 
CONOMIC 1ROM POLITICAL ASPECTS O THE BILATERAL 
ILA!IONSHIP. 

--A N!!IONVIDE CAMPAIGN LAUNCHED TO COMM MORATE 
J !RU1RY? AS "NORTHERN TERRITORI S DAY" AD PLANS 10R 

RIM MINISTIR SUZUKI TO INSPICT THE ISL NDS. MOSCOW 
BAS SHARPLY PROTESTED THESE MOVIS 1S AN UNFRIENDLY ACT. 

16?. AC D WITH PRESSURE ROM BUSINESSM NANDA NU RAL­
IST/PACIJIST ELIMENT IN THE MIDI! AND IN OPPOSITION 
PARTlJS, JAPAN'S CAPACITY TO SUSTAIN THI APPROACH MAY 
ULTIM1T LY DEPEND ON HOV IT PERCEIVES THE US AND EUROP-

AN POSITIONS. 

168. THE JAPANESE GOYERNM NT REACTED SWIFTLY TO THE 
FOLISB CRISIS. EARLY IN DECEMB RAND AGAIN IN JANUARY, 
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JOREIGN MINISTER ITO ISSUED BLUNT WARNINGS THAT SOVIET 
INTIRlJNTION WOULD BAVE THI MOST PROFOUND REPERCUSSIONS 
AND Hi DJCLARID THAT THI POLISH SHOULD! ALLOWED TO 
RiSOLVJ INTERNAL PROiLEMS !Y THEMSELVES. JAPAN ALSO 
MADI CLIAR TBA! IT WAS PREPARED TO ADOPT ADDITIONAL 
SANCTIONS AGAINST THI SOVIET UHIONt IN CONCERT WITH !HE 
US AND VESTIRN IUROPE SHOULD THE USSR INTERVENE HILI­
TARILY1 AND ITO DISCUSSJD THIS ISSUE IN DETAIL DURING 
HS DlcJM!IR MJl'l'INGS WITH TOP EUROPEAN LEADIRS. 
JAPAN'S IPERIENCE WITH AFGHANISTAN SANCTIONS MAKES IT 
UNVILLI G TO COMMIT I!SJL1 IN ADVANCE ro FEAR 01 
! ING UNDERCUT BY A LESS VIGOROUS EUROPEAN RESPONSE. 
JAPA HAS ALSO APPROVED A NEWLON FOR POLAND TO -AID IN 
PLANT CONSTRUCTION PROJECTS. SOLIDARITY LIADER VALIS! 
BS ALSO ACCEPTED AN OFJJR BY JAPAN'S LA!OR ORGANIZAT­
IONS TO VISIT JAPAN, PROBA!LT IN MAY. 

169, IN THE MIDDLE EAST, JAPAN HAS SOUGHT TO MAINTAIN 
A LOW POLITICAL PROJILE WHILE FIRMING UP ITS ECONOMIC 
RltATIONS. WITH THE RETURN OF THE US HOSTAGES FROM 
IRAN, JAPAN JOINED OTHER NATIONS IN DROPPING ECONOMIC 
SANCTIONS, FOREIGN MINISTER ITO HAS CAUTIONED JAPANESE 
COMPANIES TO EXERCISE PRUDINCI IN RESUMI G IMPOR!S 01 
IRANIAN CRUDE OIL SO AS NOT TO BUY IT AT UNREASONABLY 
HIGH PRICES, WORK REMAINS SUSPENDED AT TH 3.5 BILLION 
DOLLAR !ANDAR KHOMENI PETROCHEMICAL COMPLEX. THOUGH 
JAPAN IS COMMIT'l'ID TO COMPLETING THE PROJIC'l' ONCI THE 
1IGBTING HAS ENDED, JAPAN HAS MAINTAINED A NEU!RAL 
STANCI ON THE IRAN-IRAQ CONFLICT, CALLING FOR AND END 
TO THI IGBTING, 

170. REFLIC!ING TOKYO'S DISIRE TO MAINTAIN CONTACT WITH 
TBi II? PARTIES TO THE ARAB-ISRAELI DISPUTE, FOREIGN 
MINISTER ITO VISITED EGYPT LAST DECEM~ER, ABOUT THI 
SAME TIMI, AD LEGATION OJ DIET MEMBERS HJAD!D BT FORMER 
JORIIGN MINISTER KIMURA RINEVID A TWO-YIAR OLD INVITAT­
ION TO YAS ER ARAFAT TO VISIT JAPAN AND ARAFAT !CCIPTED 
IN PRINCIPLE TO VISIT WITHOUT A 10RMAL JAPANESE GOYIRN­
M!N'l' INVITATION, NO DATI HAS !IJN SET, BUT JAPANESE 
PRIMI HINISTIR SUZUKI AND JORIIGN MINISTIR ITO AR! 
RIPORTIDLY WILLING TO MEET WI!H ARAFAT SHOULD THE "NON­
OlilCIAL VISIT" MATERIALIZI. 

171, ON THE ECONOMIC FRONT JAPAN'S GNP GROWTH FOR 1980 
IS EXPECTED TO RISE BY ABOUT 4,8 PERCENT, OUT PERFORMING 
THAT 01 ALL OTHER MAJOR INDUSTRIAL ICONOMIES. THE 
LARGEST SHARE OF THIS GROWTH ORIGINATED FROM AN 18 
PERCENT RISE IN THEVOLUHE OF JAPAN'S EXPORTS, WHICH 
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JUBTHIR INTENSIFIED PROTECTIONIST PRESSURES IN THE US 

AND THI EC. PERSONAL CONSUMPTION PROVED UNEXPECTEDLY 
SLUGGISH AS CONSUMERS CUT !ACK SPENDING DUE TO THEIR 
UNCERTAINTY ABOUT ECONOMIC PROSPECTS AND A SQUEEZE 
PLACID ON RIAL INCOMES. IN ADDITION, !HE INCREASING 
COST OJ LAND AND CONSTRUCTION MATERIALS, COMBINED WITH 
BIGB INTERIST RATES IARLY IN TII YEAR RIBULTID IN A 
SBABP 1ALL•OFJ IN HOUSING INYISTMINT. HOVIVER REAL 
PJUVA!I PLANT !ND EQUIPMENT INYESTMENT-•SPARK!D BY 
IN11S!NINTS IN TICBNOLOGICALLY ADVANCED 011,ICE IQUIPM:ZNT 
VBICI SHOULD ADD FURTHER TO PRODUCTIVITY~-REMAINID 

ILA!lYJLt JIRM THROUGHOUT THE TEAR. 

172, SINCI TAIING OJFICJ, SUZUII HAS FAYORED ECONOMIC 
POlIClES THAT WILL REDUCE TB LEVEL OF JAPAN'S GOVERN-
IT 
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HINT DIJICIT JINANCING-~NOV ACCOUNTING FOR THIRD Of 
JUDGIT RIVINUIS--AND HIS CABINET APPROVED 1 TEAR-IND 
J PAN'S HOST AUSTERE NATIONAL BUDGET IN 22 YEARS. AL­
!BOUGB VARIOUS GOYIRNMENT MINIS IRIES AND POLITICAL 
IN!IRIS SWILL PIISS FOR CHANGIS IN SOME 01 TBESPICI1IC 
OUTLAYS, THE JINAL BUDGI! WILL LIIELT INCLUDI INORIASES 
IN BJ CORPORATE INCOME TAI AND IN SOME COMMODJTT TAXES 
WITH RIDUCTIONS IN MOST SPINDING PROGRAMS, Tijl CABINET 
ALSO INDORSID AN OFFICIAL ICONOHIC 10RECAS! lOR THI 
NIT JISCAL YEAR THAT PROJICTS INFLATION- DJUSTID 
GROVT IN• GNP AT 5,3 PERCINT--ONI OF THE tGHEST01 THI 
MAJOR CONOHIES. 

173. JAPAN'S RELAXATION or CAPITAL CONT OLS OVER THE 
, LAST YIJ.R SIGNALS· A MAJOR POLICY CRANJJE N THE WAY JAPAN 

tNTINDS TO JINANCI ITS OIL IMPORTS IN TR FUTURE ANDITS 
TTIMPTS TO ACCOHODATE THE RECYCLING OF OPEC FmJDS.BT 

YIA -IND, JAPAN HAD RUN UP A NEARLY 11 !lLLION DOLLAR 
Dl!'ICI'f IN ITS CURRINT ACCOUNT l3AtA~1 CF; HOWEVER, A HUGE 
1N1LOW 01 10REIGN FUNDS 1 PRIMARILY FROM HIDDLE EASTIRN 
I YISTORS, MOVED JAPAN'~ BALANCE OF PAYMENTS OUT OF THE 
ID. HILE THE HIALTHT POSITION OF JAPA' BALANCE 01 
PAYMENTS LIKELY HAD A BAND IN THI STRENGJB NING or THE 
TIN OYER THE YEAR, MANY JAPANESE IXPECT A CURRENT ACC­
OUNT BALANCE ON THE DEFICIT SIDI OVFR THI NEXT JIVTEARS, 
tlJDING JAPAN TO iNCOURAGE ADDI,IONAL LONG-TERMC!PITAL 
INJLOWS. IN ALL, THESE S!EPS HATE MOVED THE TENCLOSER 
TO AN INTERNATIONAL ROtJ IN THE WORLD'S FINANCIAL 
~ARKETS, AND WILL COMPLICATE JAPANESE MONETARY POLICY, 
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PART VIII. NORTH AND SOUTH XOREA 

174. SOUTH KORIA. SOUTH KORIA HAS MADE IMPRESSIVE 
PBOGRISS TOWARD RECOVERING ITS POLITICAL EQUILIBRIUM 
SINC PRESIDENT CHUN DOO HWAN'S INAUGURATION ON 
SIPfEMJER 1t 1980, AMONG THI IYINTS IMPORTANT IN THIS 
IJJORT1 CHUN OJTAINID THE APPROVAL 01 NINETY-TWO PERCENT 
01 A RICORD TURNOUT 01 VOTERS IN A CONSTITUTIONAL 
BIJIRENDUM BILD ON OCTOBIR 22. !HE NEV CONSTITUTION 
LIMITS PRESIDENTIAL TINURI TO A SINGtl 1 SEVEN-YEAR TERM 
AND EXPANDS THF ROLi 01 '!'HE NATIONAL AsSEM!LY. IN 
ADDITION• RE ADVANCED THI TIMITAJLI FOR HOLDING PRISI­
D!N'l'IJL A D NATIONAL ASSEMBLY ELJCTIONS TO FE IU.lRY AND 
MARCH, ESPECTIVJLY. PRISIDENT CHUN'S COMMUTATION OF 
LJ!DING DISSIDENT KIM DAE-JUNG;S DEATH SENTENCE TO LIFE 
IMPRISONMENT AND LIFTING 01 MARTIAL LAW AT THE IND OF 
JANUARY URTHER UNDERSCORE CBUN#S DF.'rERMINA'l'ION '?O 
LAUNCH A ''NEW EBA" IN SOUTH IORJA. 

175. PRIS IDINT CHUN 'S FEB'BUAIT 2 VISIT TO \fA·SRlNGTON 
VAS 01 GREAT SYMBOLIC IMPORTANCE. IT ENDED A CON­
TINTIOUS PERIOD IN US-KOREA RILATIONS WHICH W S MARKED 
!T MUTUAL RICRIHINATIONS AND PUBLIC CRITICISM. THE 
011ICIAL VISIT RESTORID A RELATIONSHIP !UILT UPON MUTUAL 

i~~J~D~~~EsH½:~uR~:i:1i1N;0::~liN1~o~~?tiiuii1ii~=~iD 
THE US COMMITMENT TO SOUTH IORE!'S SECURITY AND TERMI­
NATED '?Bl ALREADY SUSPENDED US TROOP WITHDRAWAL PLAN. 
Bl PROMISED CONTINUED SUPPORT FOR THI MODERNIZATION OF 
!II ROI !!MED 10RCES, INCLUDI G THE SUPPLY OF THI 
LASTIST IN SOPHISTICATED EQUIPHINT. PRESIDENT REAGAN 
ALSO !iCONFIRMID US WILLINGNISS TO SELL F-16 AIRCRAFT 
TO THI ROK AND DECLARED A RESUMPTION 01 THE FULL RANGE 
01 !ILATIBAL CONSULTATIONS PRIYIOUSLY INTERRUPTID BY 
AMERICAN DISPLEASURE AT THE !REND OF EVINTS IN 1980. 

1'16. THI VISIT GREATLY ENHANCED CHUN'S POLITICAL STATURE 
AT HOMI. AS A PRELUDE TO !BIS SPRING'S ILICTIONS, 
PIJSIDENT CHUN HAS MOVED TO RIPLACE DICIASED P JSIDENT 
PAl?'S POLITICAL COALITION WITH ONE OF HIS OWN. ULTI­
MATELY, BE ROPES TO NJUTRALIZ THE INFLUENCE 1 THOSE 
WHO lOSE UNDIR THE PREVIOUS REGIME AND TO INCREASE HIS 
OWN POPULAR SUPPORT BY TAKING LEGAL ACTION A~AlNST 
POLITICIANS AND BUSINESSMEN GENERALLY PERCEIVED AS 
CORRUPT. TO ACCOMPLISH THIS END, CHUN HAS DRAWN HEAVILY 
UPON THE MILITARY TO JILL VACANCIES IN THE CENTRAL 
;ovJRNMENT ANp DIPLOMATIC CORPS CREATED BY A SERIES OF 

PURIFICATION' CAMPAIGNS. THE ACTION ALSO REMOVES 
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SOME POTINTIAL CBALLINGERS 1ROH THEIR POSITIONS or 
INJLUINCI lN !BJ MILITARY AND INSURIS FAITHFUL IMPLI­
NINTATION 01 CHUN'S POLICIES. 

177. THI NJIUS 01 CHUN~S NIW COALITION IS THE DEMO­
CIATIC JUSTICE PARfY (DJP), ITS LEADING MIHBERS ARI 
RICIN LT-RETIR D MILITARY 011ICE S EUSINISSMEN DRAWN 
LllGILY 1ROH THI SHALL AND MEDIUM !USINESS SECTION, AND 
SOHi IX-ASSIMJLTHEN FROM THE FORMIR PRO-GOVIRNMENT 
PAIT?, THIJP BAS NOMINATED CHUN 1S ITS CANDIDATI 
JOB 11JBUARY'S PRISIDENTIAL ELECTION AND IS VIRTUALLY 
ASSUIID 01 DICISIVE MARGINS or VICTORY IN 0TH THIS 
AND TI NATIONAL ASSEMBLY ILECTIONS IN MARO• 

178, THI POLITICAL "OPPOSITION" IS SPLINT RD Bl A 
J'l 

FSN:000420 OF 03 TOR:043/22:28Z DTG:122031Z FEB 81 PAGE 03 

******* S E *******E COPY 



523 

OP IMHED 
DJ RU BC #6754/27 0432131 
0 122031Z 11! 81 
1M SICS !Tl WASHDC 

S ¼ R E T 

TO USMISSION USNATO IMMIDIATI 9479 
DOD WASHDC 
NS! WASRDC 
4'BSE WASHDC 
· Wlij'fl HOUSE 6258 

CI VASHDC 7957 

S ~ ET SECTION 27 or 30 STATE 036754 

101 NSC 

*******E COPY 

PROLIFIRATION 01 PARTIES, THI MAJOR ONES BEING THE 
DIMOCRATIC KORJA (DIP) AND KOREA NATIONAL CITIZENS' 
(INCP) PARTIIS. THE DIP IS THE MORE VIABLE or THE TWO 
AND IS UNDER THE LEADERSHIP 01 ~ORMER ASSEMBLYMEN WHO 
R PRISINT MOST FACTIONS OF THI OLD OPPOSITION PARTY. 
'fH . CH NC S !HAT ITS PRISIDENTIAL CANDIDATE, TU. CHI-SONG, 
CAN WIN ILIC!ION ARE ALMOST NON-EXISTENT. THI INCP, LIKE 
TH O HI! SHALL OPPOSI ION PARTIES, BAS YET TO DIMON-

, STRATI ANY RIAt VIABILITY AND IS INTINDID, IN ANY EVENT, 
TO PJOYIDI SICOND ICHltON SUPPORT FOR THI PRO-GOVERNMENT 
PART, 

179 THROUGHOUT TRIS PIRIOD, !'HE GOVERNMENT HAS SIGNI-
ICA TLY RIINJORC!D CONTROLS IN VARIOUS AR -AS IN PRJP­

AR TION FOR LIFTI NG MARTIAL LAWJ THESE CONTROLS WILL 
AIN JN PLACF FOR THE JORESIEA!LE FUTURE. I! HAS 

ORGANIZED INTERNAL SECURITY ORC FS AND EIP NDED THE 
OLIC 10RCI. A NEW MEDI! LAW HAS CREATED A VIRTUAL 

GO NMINT MONOPOLY OVER THE COLLECTION AND DISSIMIN!ION 
01 LL NEWS WITHIN THE NATION. SURVEILLANCE or DISSIDENT 
E MINTS BAS BEEN INTENSIFIED AND THE EDUCATION SYSTEM 
ADJUSTID TO COMPIL STUDJNTS TO STUDY MORE, LEAVING 
LITTLE TIMI FOR STREET DIMON TRATIONS. THI GOVERNMENT 
ALSO :B GAN A CAMPAIGN TO DISCREDIT STUDENT PROTISTS BY 

SSOCIATING TBIIR MORE ACTIVE LEADERS WITH COHMUNIST­
INSPIRJD ATTITUDES. 

18. TBJSI MJASURE MAY PROVE SUFFICIINT TO DE!ER 
CRIPPLING DISRUPTIONS THIS SP ING, ESPECIALLY IN LIGHT 
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OF Ct MENCY JOR KtM DAE-JUNG. HIGH INitATlON, A ICORD 
UNIHPLOTMIN! RATE 01 SII PERCENT, AND THE lAILURI 01 
SOME COMPANIES TO PAT BACI•WAG S COULD, HOWEVER, . P OYOIE 
SIZEA!LI LA!OR UNREST. CONTROLS ON LABO UNION ACTIV!­
TIIS HAY JJIN TIGHTJN ,D !UT THE GOVERNH NT'S A!ILITY 
TO HJ DO 1 SJRJOUS TBOU!LE ULTIMATELY D PJNDS ON A 
JAPID ND SUBSTANTIAL ECONOMIC RICOVIRT. 
181. !Bl ECONOMY. IN 1980, SOUTH KORE PIRIINCED 
TB VO!ST ECONOMIC SLUMP IN NEARLY TWO D CADIS. RIAL 
GNP LI, 5. 7 P!ltCINT WH ILi WHOLESALE PRIC S SOARID !Y 
A Sf GG RING 44 PJRCINT. A$,. BILLION TRADE DJJICIT 
VA REGISTERID AS HIGH OIL PRICES, LARG OOD GRIN 
IMPORTS, AND KOREA'S LOSS OJ ITS COMPETITifl EDGE IN 
IPO TS TOOK THEIR TOLL. 

182. 1OR 1981, SEOUL P OJICTS 1 POSITIV GROWTH 01 
5-6 P RCINT AND A SLOWDOWN 01 INJLATION !O A STILL HIGH 
28-25 PERCENT RATE. WE BELIEVE THESE PROJECTIONS ARI 
TOO OP IHISTIC. THEY AR 00 TINGENT ON A NORMAL 
AGIICULTU!AL HARVEST AND A MODI ATION 01 OIL PRICIS. 
JUBTH BMORE, THEY DEPI DON THE SUCCESS 01 THI GOV RN­
HINT'S PLANNED BAtACING ACT 01 INTRODUCING FISCAL AND 
MONETARY STIMULI WHILE HOLDING INFLATION DOWN. 

183. 11 THI IXTERNAL ECONOMIC SITUATION AND '!'HI lN!IR• 

101 sg~1iot&1iii~1~Rg~~~Iji~~;t8g :~~A~gSsG~OD~OUiH 
RITURN TO HEALTHY EXPORT GROWTH IS IMPER! IV!-• THIS 
R QUIR IHPROVIMENT 01 THE COST•EF1ECTI NISS (I.G. 

AG R TR!INTS) or TRADITIONAL INDUSTRI 'PROMOTION 
0 HIGH TICBHOLOGT SJCTORS, AND INCRIAS ~ NERGT CONSER­
fAfION. OUTB IORIA HUST PRESS ON WITH t SEARCH FOR 
MORE DI RSI1IED HARKE!$. 

1s,. NORTH IORIA. NORTH [O!IA UHAINS UN R TH 
TIGHT co TROL or PRESIDENT IIM IL-SUNG, 0 AT AGE 68 
SHOWS NO SIGNS O RELINQUISHING BIS AUTHORITY. NEVER­
TBILESS, THE CAMPAIGN TO DESIGNATE HIS 39-YEAR-OLD SON, 
IIM CONG-IL, AS THE PRESIDENTIAL SUCCES OR TOOK A 

IGNIJIC NT STFP FORWARD AT HI SIXTH PART CONGRESS 
HILD IN OCTO!ER -- FIRST IN TIN YIARS. THE CENTRAL 
MEDIA IDENTIFIED THE YOUNGER IIM !Y NAME FOR THE JIRST 
TIMI AND HERALDED HIS APPOtNTHIN! TO HIGH RANKING PARTY 
POSITIONS IN THI NINE-MAN SICRITARIAT, T POLIT!URO, 
AND THI MILITARY COMMISSION, SUBSEQUENT M DIA REFEREN­
CES TO HIS SUCCESSOR ROLE PORTRAY HIM AS AN EMERGING 
LIADER OF WORLD-SIZE DIHINSIONS CAPABLE OF PERFORMING 
VERITAELI MIRACLES -- A PUBLIC RELATIONS DEIFICATION 
TICHNIQUE !ORROWED FROM HIS FATHER. 
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185, THI 1110RTS TO SELL IIM CBONG•IL APPJAR TO BE 
PROMPTID lOR THI HOST PART BY THE ELDER XIH'S FEAR THAT 
BIS lllOLU!ION AND RIPUTA!ION WILL SUFFER THE SAHi FATI 
!JTII BIS DIATH AS THOSI 01 STALIN AND MAO~ INDEID, THE 
PAINS!!IING GROOMING OF THI YOUNGER IIM AS THI ONLY· 
LICITIHATE. SUCCISSOI MAY INDICATE SOME RESISTANCE TO 

BJS ASCJNDANCY AND ALSO MAT PIISAGI GREATER MANEUVIIING 
l D POLICY DIJATI AS THE TRANSITION TO A YOUNGER 
C NIR TION OJ L!ADERS UN10LDS, WE DO NOT ANTICIPATE 
BOWIVJI, THAT THE Dl!ATI AND A!T ND1NT MANIUVIRING wftL 
OJ TBIHSELYIS PROMPT ANT SIGNIJICANT DETERIORATION 01 
TBI PARTY'S CONTROL FOR THI 10RISEIAitE JttTURE. 

186. WHILE THE SUCCESSION WAS TH MOS! S NSITIVI ISSUI 
JT 
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I B OUTH tOREA, PEACE WITH !H us. AND PYONGYANG'S 
NU LITY" IN FOR IGN A11AI S. IIH PHASIZID T THE 

CONG S -- AS B DID IN HIS NIW TEAR'S ADDRESS•- HI 
IMO TANC or CONTINUING THE! CHNOLOGICAt REVOLUTION 

GU AT THI LAST CONRE S I 1 701 HE IDENTIFIED TH 
PO ' LIVING STANDARDS AS O I OF TH MOST IMPORTANT 

1 0 THE 1980'S. 
I 

'1 7. NO TB - SOUTH RILATIONS. PRESID NT IIM ALSO USED 
OCCASION 01 THE PAR Y CONGR SS TO U IL PIRHA S 

T MOST COMPREHENSIVE PBOPOS LIVER PU ORWA D Y 
P ONGTANG lOR CON1EDIRATION WITH THE SOU H, HI PROPOSFD 
D MOCRATIC CONFIDERAL RIPUBLIC or KOR (DCRK) WOULD 
ALL G DLY PERMIT Dl111RENT SOCIAL SYS S TO CO XIST 
WITHIN A UNIFIID COUNTRY AND WOULD BE CH ACTERIZ D BT 
A NON-ALIGNID 10RIIGN POLICY, CONOMIC AND CULTU AL 
COOPJ ATION AND IXCHANGI Bl!VIIN THE TO SIDES, AND A 
COM INID NATIONAL !!HY, 

188 AT TBJ SAHE TIMI, HOWEVER, KIM RI USIS TO DIAL 
VI P SIDENT CHUN (AND, INDE D, CALLS OR HIS OVIR-
B OW) AND INSISTS ON OTHER CO DITIONS TANTAMOUNT IN 
out' T IIW !0 A CALL OR SUR NDllR. 1UNDAMI TALLY, ro • WE !ELIEVI PTONGT NG'S PROPO AL IS IT DD 

10 0 IGN CONSUMPTION DD HONSTRA! NO RIAL CHANGE 
INT OR!R'S 1110RTS TO GAIN CONTROL OY RTE INTIRI 
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PENINSULA. 

18S. PYONGYANG'S PROPOSAL AND SEOUL'S NEGATIVE REACTION 
RIJL CT LONGSTANDING DIFFERENCES ON REUNI !CATION. 
PYONGYANG PREFERS AN OVERALL POLITICAL SETTLEMENT THAT 

OULD LIAD TO A CONFEDERATION AND ULTIMAT LY TO NORTH 
KOREAN CONTROL OF THE ENTIRE PENINSULA. OR ITS PART, 
SOUL PREFERS AN INCREMENTAL, TRUST-BUILDING APPROACH 
!BAT COULD LEAD TO SOME FORM OF !CCO~MODAflON BU! IN 

IC! WOULD CONTINUE THE STATUS QUO OF TWO KOREAS, ' 

1 0. IN A MOVE DESIGNED TO BLUNT PTONGTA G'S E110RTS 
TO CA ITALIZI ABROAD ON IIM IL-SONG'S CON DERATION 
P OPOS!L AND TO IMPROVE SOUTH KOREA'S INTI NATIONAL 
IHAGI, PRESIDENT CHUN IN HIS FIRST NJW Y AR'S ADDRISS 
INVITID IIH TO SEOUL FOR DIRECT T LIS ON UNIFICATION, 
PYONGYANG RIJECTED CHUN'S OFFIR1 PRESUMABLY TO AVOID 
1URTHIB ENHANCING CHUN'S DOMESTIC IMAGE ON THE EVI 
0 PRISIDINTIAt ELECTIONS, BUT STOPPED SHORT OF IARLIIR 
DINANDS THAT CHUN STIP DOVN, WITH BOTH SlDIS THUS 
S IIING THE INITIATIVE IN AN EJFORT TO PROJ CT A PUBLIC 
IMAGI 01 ACCOMMODATION, WE CANNOT DISMISS THE POSSI­
BILITY THAT THEY MAY IVINTU!LLY FIND SOME COMMON G OUND 
JOR ISUMING TH DIALOGUE, WI SEE NO EVIDINCI THAT !BE 
HOB!H IS PRIPARING TO LAUNCH A MILITARY OJJINSIVI AGAIN­
ST THI SOUTH, ALTHOUGH IT WILL PIO!A!LY CON!INUI 
IJ10RTS TO IN1ILTRATE ARMED TEAMS FOR PURPOSES or 
RICONNAISS!NCI AND SABOTAGI, 

191. JOTH SIQUt AND PYONGYANG CONTINUE TB IR INTENSE 
COMP !ITION FOR INTERNATIONAL RICOGNITIO ND PRISTIGI. 
SJOUL PARTICULARLY HAS STEPPED UP !TS CAMPAIGN TO ES­
TABLISH TIES WITH MEMBERS OF THE NON-ALIGNED MOVIMINT 
IN AN E1 ORT TO COUNTER PYONGYANG'S IN1LU NCE IN 'l'HE 
!BID WO'.aLD. 

192, JOR I!S PART, NORTH [ORI! REMAINS ESSINTIALLY 
. EQUIDISTANT !ITWEEN ITS TWO P INCIPAL ALLIES, CHINA 

AND !Bl SOTI T UNION. ITS TIIS WITH TBl ' PRC HAT BE 
MABGI ALLY STRONGER THAN TROSI WITH THI SOVIITS, !UT 
SIRlOUS DtJJIRINCES IIIST IT VIIWS CHINA'S ECONOMIC 
MODIRNIZATION Pt!N AS A RiTISIONISM !ORDERING ON CAPI­
TALISM AND THE DI-MAOIJICATION CAMPAIGN AS A THREAT TO 
P!ISIDENT IIM'S OWN PLACE IN HISTORY. ITS CONCERN OVER 
CHINA'S TIIS WITH THE WIST ALSO SURFACED AT THE OCTOBER 
CONGRESS WREN KIM WARNED THAT SOCIALIST COUNTRIES SHOULD 
NOT SACRIJICE THE INTERESTS 01 THEIR ALLIES FOR THE 
SAIJ 01 IMPROVING RELATIONS WITH IMPERIALIST COUNTRIES. 
A DESIRE TO DISCUSS ANY OR ALL 01 THESE ISSUES MAY 
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AV p OMPTED PR ·MIER YI CHON -ox's ISIT TO IIJING 
I JANUARY • 
• 1 3. R tATIONS B W NTH US AND TH DPRI 

ROZ N BT THI UNWILLINGNESS O CHINA AND TH OVIT 
U ION TOD AL WITH SOUTH O AND BY PYONGTA G'S 

COPY 

R UAL TO PIRMIT SEOUL TO PAT CIPATE IN TAL BITWEEN""""" 
PYO GIANG AND WASHINGTON. E XPECT THAT PTO YA G WILL 
S O IIPAND ITS UNOFJIClAL CONTACTS WITH US, 
HO R, IN AN ONGOING 11 0 T TO WEA[IN US/RO 

L IO • 

< 
1 4. ONLY IN INDOCHINA HAS TH USSR BIN !BL TO 

IT R GR ATER ACCISS AND I JLU NCE IN THI PST SIX 
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CHINA EMAIN ST AT DJ OVIET-
I S CONTINU TO LOU DIR OVER THI FAHILI R 

0 FGHANISTAN AND TH U ILE ISL DS; AND SOVIET 
R INCR ASI GLY CONC R DOV R HE POSSI ItITT 

M LITART COLL ~OR IO WITH TH UNIT DST TES. 
S A I • I! NSIV AID TO HANOI HAS L D TO 

D SOVI T ACC SS O MILi ARY FACilITI SIN VIET-
U HT IN TURN HAS IMP I D THE USSR'S ALRE DY 

R LATIONS WITH T SAN STATS ND BURMA. IN 
SIA, SOVIET TIS WITH I DIA REHAI CORDIAL, BUT 

I Cs ov RA GHANISTAN p RSIST AD HE PROSP CT or 
A !NO-INDIAN RAPPROCH M NT SILL HAUNT MOSCOW. SOVIET 

ORS TO LIMIT PAKIS N' SUP ORT OF A GHAN INSUR-
G NCT CONTINUE TO RAV LIMIT D SUCCESS. 

1 • SI 0-SOVIET RELATIONS. HE VOCI jOUS SOlIET 
IA C P IGN NA CONTINUES, IN TANDIH WITH 

CO I U D"SOYIET PRO ESSIO S OF INTEREST IN MORMALIZING 
I 0-SOVIIT RELATIONS. SOYI TL ADERS VIDINTLY ARE 

AGR D BAT CURRINT CHINESE DOM STIC DE LOPMENTS RIPRE­
S NT A 1ACTIONAL FIGHT AMONG AN LITE WHICH $HARIS ,A 
COMMON HOSTILITY TOWARD THE USSR AND DESIRI$ TO STRENG­

CHINESE A!ILITl TO RESIST THI USSR. THEY TH IFORE 
C LI TLI IN THE WAY 01 A SINO-SOVI T RAPPROCH MINT 

NIAR 1UTURI. CURRENT SOVIET POLICY THIRJJORI 
OCU ON LIMITING JIT RNAL ASSISTANCE O !EIJING'S 
ODE IZATION 1110 rs, RESTRAINING us MILITARY AID AND 

D IS COOPERATION, AND XPLOI ING TRAD LINKS TO DIS­
COURAGI WESTERN IUROP ND JAPAN BOM CLOSE iCONOMIC AND 

( 
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DJJINS TIJS WITH BEIJING. 

196. 0 • Mos.cow AND 'l'OKYO HAVE IN'fl SIFIED 
H IR CRITICISM OF EACH OTHER IN RECENT MONTHS. SOVI T 

LIADJRS R PEATEDLY WABNID THI SUZUKI GOVERNMENT AGAINST 
CLOSIR Dl1ENSE COOPIRATION WI!HhTHI US AND CHINA, AND 
ACCUSID TOITO OJ AJRICATING A SOVIET THRIAT• TO JUST-
IJY JIPANDID J PANISI MILITARY ACTIVITIES DIMANDID JY 
WASHINGTON. IN AUGUST, THI U SR TOWED A CRIPPLED 

. UCL AR SUBMARINE THROUGH JAPANESE WATERS DESPITE 
OXYO~S O!JECTIONS AN INCIDENT WHICH, TOGETHER WITH 

DISPUT OVER AJGHANISTAN AND TBi ORTHE N TERRITORIES, 
MADE O A TINS! CONJRONTA'l'IO·N BETWEIN GROMYKO AND 
JJ.PJ.NISI JORIIGN MINISTER ITO AT THI U,N IN SEPTEMBER. 

I UMABLT TO FASI TBESI!UATION, TBE SOVIETUNION 
BOS!ID A SOVIJT-JAPANESI "PU:BLIC ROUNDT!Bt" IN 

OYIMBER WHERE OVER 130 JAPANJSE POLITIClANS, !USINJSS­
MI AND ACADEMICIANS MET ITH SO IT COLLEAGUES TO DIS­
CU WAYS 01 IMPROVIN REL TIONS BETWEEN TE TWO 
COUNT!U S. 

197. NO COW'S RELATIO 5 WITH NO TR KOREA :RIMAIN COOL, 
AND SO IT LEADERS EVIDINTtY JXPICT NO SIGNIFICANT 

MPROVIMIN FOR THE TIHF !JING. THEY AR ESPECIALLt 
UN APPY WITH PYONGYANG'S CONTINUI G CRITICISM OF VIJT­
N M'S INVOLVEMENT IN KAMPUCHI! AND ITS FAILURE TO 
UPPORT !HI SOVIET INYASION 01 AFGHANISTAN. 

i1li N!OUTBA ~iA.tNi~AA1SiJ~f,~r::c:N1H1t~g~~iNT ROLi" 
IN ASIA; SOVIIT MEDIA THI SAHi MONTH EXTOLLED THI INDO­
USSR TBIATY OF PEACI, l IINDSHIP AND COOPI ATION AS AN 

XAMPLJ 01 "ORGANIC UNITY !ITVEIN OCIALtSTAND NO• 
ALIGNID STATIS." MOSCOW REMAINS INDIA'S PRIMABT ARMS 
UPPLIIR, AND SOVIET-INDIAN T ADI NEARLY DOUBLED IN THE 

PAST YIAR. INDIAN PRESIDENT REDDY PAID A CORDIAL AND 
WILL-PUJLICIZED CIREHONIAL lISI! TO THE USS IN 
OC!O I. BREZHNEV'S VISIT TO NEW DELHI WAS ONLY A 
P TI!L SUCCESS, HOWIVIR. DE PITI A LAVISH OFFICIAL 
V LCOHI, STREET DEMONSTRATIONS AND PUBLIC COMMEN!S BT 
INDIAN LEADERS ABOUT AFGHANISTAN FRUSTRATED MOSCOW'S 
OPIS 0110CUSING THE VISIT EXCLUSIVELY ON POSITIVE 

ASPECTS OJ INDO-SOVIET RILATIONS. FURTHERMORE, INDIA 
JAILID TO ENDORSE THE PIRSIAN GULF SECmtITY INITIATIVE 
ANNOUNCID !Y !REZHNEV DURING THE VISIT, MRS. GANDHI 
CALLING ONLY FOR ITS "CAREFUL CONSIDEIA!ION." NEVERTBE­
LJSS, THE SOVIET MIDIA CONTINUE TOD PICT INDIA AS THE 
COBNERSTONE OF THE SOVIET POSITION IN SOUTH ASIA AND 
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