
SECRET 

1. CHINA: ACCUSA'I'IO:l O'J1!:!l FI.:;;o t.I~;ii 

BEIJING ESCAl-ATED THE CONFRONTATION WITH TBE UNITED 

STATES OVE!l FANG LIZHI ~ES'I'E~Y NHEN IT PUBLISHED A 

PEOPl-E'S DAIL~ "CO~~NTATOR AllTICLE"--THB li'I!lST USE OF THIS 

AUTHORITA'l'IVI!: Joll!:DIA VEHICI.E IN THE CURRENT CONTROVE!lS:It. 

THE TlTI.E, "CHl:NA' S INTERNAL AFFAIRS BROOK NO 

INTERFERENCE," HAD SEEN USED SPA!liNGLr TO SI~ IMPORTANT 

CONFLICTS OJ!' INTEREST BETWEEN THE UNITED STATES AND CHINA 

OVER TAriOAN. THE A!lTICI.E STATES THAT THE "So-CALLED 

'PRO~&CTION'" OFFERED TO FANG AND HIS WIFE IS A VIOLATION 

OF CHINA'S SOVEREIGNTY AND DOES NO'r CONFORM TO 

INTERNATIONAL LAW. 

BUT TJIE A!l'l'ICLE 'l'.!U';ES CAn TO LIMIT BL.IIMB '1'0 "CltRTAIN US 

PERSONAGES," "A HANOI!'UL OJ!' PEOPLE IN THE tJNI'I'ED S'l'ATES," 

"SOZ.fE US MEDIA, PARTICOl.ARL~ 'l'BB VOICE OP' AHEitiCA,"' AND 

THE "OS EMBASS~ IN CHINA." .THE ARTICLE MAKES NO DEW\NDS 

OR 'I'IUU:li.'!'S, EXPSIESSING "HOP&" THAT TilE UN1TED STATES Wil-L 

TAKE 'I'.BE OVElU\JiL SITOATION AND LONG-TERM IN'l'&IU:S'I'S INTO 

ACCOUNT, "STOP INTDFERING" IN CHINA'S INTERNAL AFFAIRS, 

AND AVOID DOING .ANYTHING TO HARM REUTIOIIS. 

I SECN!:'I' /IIOFORN] 

2, PRC/HONG ~ONG: LASTING kePERCOSSIONS 

A RESTIVENESS SORDI!:RING ON REBELLION AMONG PRC PERSONNI!:L 

IN HONG KONG, AND A PC~SI~~ P~~ IN PnC-C~NTaOL~D 
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BEIJING'S ABit.ITX '1'0 r..A,tr~ :O~~IC' Se!'-l'l':..HEt:'l' AlD I"..Zti."ONn 

CONSTRUCTIVELY TO LOCAL OBJECTIONS. BEIJI NG' S CHARACTERI-

ZATION OF CIVIL UNREST AS COUNTE~VOLUTION HAS ALARMED 

HONG KONG RESIO&NTS, S OME OF W>IOM A!\E NOll URG ING ~~ 

ELEMENT O'F LOCAL CONTROL OVER TH!: US.! OF PLA TROOPS TO 

HIIHI'lAI N ORD&R . 

711& CONFI DENCE: OF 7HE ALII.IW)Y !aRVOUS BUSINESS COMMUNI TY -, 
IL\S BEEN S~N BY &VlWTS Oil THE MAINIJUID, j 
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WH I 'I' HER THE B.II.S I C :.All? 

HUGE DEMONSTRATIONS IN HONG ~ONG AGAINST MARTI AL LAW 

UNDERSCORED DEFICIENCIES IN 'l'a£ UK-PRC-NEGOTIATED DRAF~ 

BASIC LAW THAT IfiLL G()V!:RN THE COLONY Al'TER 1997 . LQCAl.S 

AI\£ WOI'RIED THAT BEIJING COULD IN THE FUTURE LIMIT CIVIL 

RIGHTS IN l!O!IG KONG BY DECl.ARINC MARTIAL LAif OR A S7An: 

0 1' lilHERGENCY. 'I'HE CUP.RZIIT NlUliD OF NEGOT1A'I'IONS I<AS SEEN 

CANCELED, l:N PART BECAUSE HONG KONG ~MBERS OF THE DRAET 

B.II.SlC LAW COMMISSION HAVE EITHER ~SIGNED OR RE~USED TO 

Tl\LJI: TO TilE CORREN'I' PRC LEADERSHIP. 

HONG KONG Olf THE F AIJLT Lim 

HONG KONG' S .ROLl: AS • R£AR ~ • OF 'l'tl£ O&HOCRACY MOVEMENT 

COULD PROVOU A STRONG PRC R!:SPONS£. !lONG KOMG IIZOIA, 

I NCLT.Jl>ING TilE PRC-~ICNED PRESS, ANI) LOCAL ORGANIZERS HAVE 

HELPED SPREAD FACTS AND RUMORS ABOUT DEVELOPMENTS IN 

BEIJING, RAISED FUNDS, Ml':' t>RO'.'IDED 0:\:li.NI:W..TIQW.:(. 
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( -ECONOMIC OOTLOOX 

REFLECT I NG 7111; LOSS OF CONFIDENCE IN BEIJING' 5 OLUHlo.Tll 

INTENTIONS , THE RONG KONG STOCK ~T FELL BY ONK-THXRD 

DORI NG THE UNCERTAIN TIME TKAT ENDUI WUK Tim BEIJING 

Ml\SSACRJ>. TilE ECLIPSE OF TilE RE!.ATIVE Ul!~S I N CHINA 

l!.AS CAl.L£0 I NTO QUESTION Ttl!: ASS!JMPTIONS OF 'rll!: CQNTINUED 

Ot}'I'I(AJU) ORIJI:N:t'ATION 01" .TJI!: PRC' S SOUTH.ERN PROV"Il<Cii:S, 01< 

li'KICI! IIONG KONG'S DJ!;VE:LOPHENT STR!\TBGY XS IIASBI>. 

STEADY &CONOMXC INT£GIUITION WITII TilE MAINJ.Nro FINANCED 8Y 

LONG-TERH HONG KONG CAPITAL, SYMBOLIZED BY Til!: RIS ING 

PERCENTAG£ (NOW 61 P~N~) IN !lONG KONG'S TO'f.U. EXPORTS . . 

OF RE-EXPORTS TO AND PRaM THE PRC, NOW SEEKS A L&S S 

VIA»LE OPTION. 

a&LI ANCE ON HONG KONG'S INCREASINGLY COSTLY LABOR AND 

DWitiDLlNG SOPI?LY OF HYGRLY TAAINED PERSONNEL IS UNLn<BLY 
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TQ PROV!: A SUCCESSr ut. EC?I<O!'iiC ST!V.\'3GY . :\ SHIFT o:; 

OP ERAT IONS TO OTHEJ\ L<J~-;;AGE AJ lll:.i Cvv!H!Ul~ I6 l!vS HSLE, 

THOUGH ~T WOULD PR£5UMJUlLY TAKE TIM& 1'0 REPI.AC£ THE SOME 

THREE MILLION CHINESE WORKERS IN GOANGDONG NON EMPLOYED 

SY MORE THAN 60 ,000 HONG KONG COMPANIES. (SECRET/ NOFORN/ 

NOCONTRACT/O~CON/EXDIS ) 
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