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1. CHIMA: ASCUSATION QUER Filig LIDAT
BEIJING ESCALATED THE CONFRONTATION WITH THE UNITED

STATES OVER FANG LIZHI YESTERDAY WHEN IT PUBLISHED A

FECPLE' & DAILY "COMMENTATOR RRTICLE"—-THE FIRST DSE OF THIS

ARUTHORITATIVE MEDIA VEHICLE IN THE CURRENT CONTROVERSY .
THE TITLE, "CHINA'E INTERNAL AFFAIERE BROOK MO
INTERFERENCE, " HAD BEEN USED SRARINGLY TO SIGMAL IMPORTANT
COMFLICTS OF INTEREZST BETWEEN THE THHITED STATES AMD CHINA
OVER TAIWAN, THE ARTICLE STATES THAT THE "S0—CARLLED

' PROTECTION'* OFFERED TO FANG AND HIS WIFE IS A VIOLATION
OF CHINA'S SOVEREIGHTY AND DOES NOT CONFORM TO
INTERNATIONAL LAW.

EUT THE ARTICLE TAKES CARE TO LIMIT BLAME TO "CERTAIN TS
FERSONAGES, * "4 HANDFUL OF PEQFLE TN THE UMITED 2TATES, "™
"SOME US MEDIA, PARTICULARLY THE VOICE OF AMERICA, ™ AND
THE "US EHMBASEY IM CHIMA."™ THE ARTICLE MAKES HD ODEMARMDS
OR THEEATS, EXFREIZSING "HOPE™ THAT THRE UNITED STATES WILL
TAKE THE OVERALL SITUATION AND LONG—=TEERM INTEREETS INTO
ACCOUNT, "STOP INTERFERING" IN CHIMA'S INTERNAL AFFAIRS,
AND ARVOID DOING ANYTEING TO HARM RFELATIONS.
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2, FBC/HONG EONG: LASTIHNG BREPERCUSSIONS

2 RESTIVENESS RBRORDERTING ON REBELLICH AMONG PRI FERSONNEL

IN HOMNG KOHG, AND A POTSIELT PUFGE IN POC-CONTROLLED
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INSTITUTIONS AND COMEANZZIS, COULD SEVERIZLY ARFLCY

L]
-

BEIJING'S ABILITY TO GAUMGE PJRLIC SENTIMENT AND IEZSrOHD
CONSTRUCTIVELY TO LOCAL QBJECTIONS. BEIJING'S CHARACTERI-
EATION QF CIVIL UNREST A8 COUNTEREEVOLUTION HAS ALARMED
HONG KONG RESIDENTS, SOME OF WHOM ARE HOW URGING AN
ELEMENT OF LOCAL CONTROL OVER THE TUSE QF FLA TROOPS TO
HMAINTAIN ORDER.
THE COWFIDENCE OF THE ALREADY WERVOUS BUSINESS COMMUNITY
o

HAS BEEN SHAKEN BY EVENTS ON THE MAINLAND,]
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WHITHER THE BASIC LANT

HUSE DEMCHNSTRATIONS IN HOMG KONG RGAINST MARTIAL LAW
UNDERSCCRED DEFICJENCIES TN THE UE-PRC-NEGOTIATED DEAFT
BASIC LAW THAT WILL GOVERN THE COLONY AFTER 1997. LOCALS
AFE WORRIED THAT BEIJING COULD IN THE FUTURE LIMIT CIVIL
RIGHTS IN HONG XONGC BY DECLARING MARTIAL LAW OR A ETATE
OF EMERGCERCY. THE CURRENT ROUND OF NEGOTIATIOMS HAS HEEN
CANCELED, IN FART BECADSE HONG KEONG MEMBERS OF THE DRAFT
BASIC LAW COMMIESION HAVE EITHER RESIGNED OR REFUSED TO

TALE TO THE CURRENT PRC LEADERSHIP,

bihé

HOMNG KONG ON THE FAULT LINE

HONG FONG'S ROLE AS "REAR BASE™ OF THE DEMOCRACY MOVEMENT
COULLD PROVOFE A STRONG FPRC RESFONSE. HONG XONG MEDIA,
INCLUDIRG THE PRC-ALIGNED PRESS, AND LOCAL ORGANIZERS HAVE
HELFED SPREAD FACTS AND RUMORS ABROUT DEVELOFMENTS IN
BEIJING, RAIRED FUNDE, ANT PROVIDED QRIANIZATIOMAI,
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ECONOMIC OUTLOOK

REFLECTING THE LOSS OF CONTIDERCE IN BEIJING'S GLTIMATE
INTENTIONS, THE HONG KONG STOCK MARKET FELL 2Y¥ ONE-THIRD
DURING THE UNCERTAIN TIME THAT ENDED WITH THE BEIJIRG
MASSACRE. THE ECLIPSE OF THE RELATIVE LIPERALS IN CHINA
HAS CALLED INTO QUESTION THE ASSUMPTIONS OF THE CORTINUED
OUTWARD CRIENTATION OF THE FRC'S SOUTHERN FROVINCES, ON
WHICR HONG KONG'S DEVELOFMENT STEATEGY IS BASED.

STEADY ECONOMIC INTEGRATION WITH THE MAINLAND FIMANCED BY
LONG-TERM HONG EONG CAPITAL, SYMEOLIZED BY THE RISIHG
FERCEMTAGE [MOW €1 PERCENT) IF HONG KONG'S TOTAL EXPORTS
OF RE~-EXFORTS TO AND FROM THE PRC, NOW SEEMS A LESS
VIADLE QOPTION.

RELIANCE ON HONG KONG'S INCREASINGLY COSTLY LABOR AND

DWINDLING SO0FPLY OF HIGHLY TRAINED PERIONNEL I8 UMLIKELY
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T0 FROVE A SUCCESIIUL ECONOMIC SIRETEGY. A SBIFT OF
CPERATIONE TO OTHER LUu#-wAGE AJIAS COONIRILZS IS WOSIIBLE,
THOUGH IT WOULD PRESUMARLY TAXKE TIME TO REPLACE THE SOME
THREE MILLION CHIMNESE WORKERS IN GUANGDONG NOW EMPLOYED

EY MOEE THAN E0, 000 HONG KONG COMFANIES, [SECRET/NOFORN/

NOCONTRACT/ORCON/EXDIS)
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