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SUBJECT: U.S.~PRC MILITARY RELATIONSHIP -- ON THE EVE
OF THE PRESIDENT’'S VISIT

1. QW8 -- ENTIRE TEXT

2. BACKGROUND AND SUMMARY
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- CHINA HAS AND WILL CONTINUE TO LOOK TO THE U.S.,

AMONG WESTERN NATIONS, TO SUPPORT ITS MILITARY

MODERNIZATION EFFORTS. CONSERVATIVE AND IDEOCLOGICAL

ELEMENTS WITHIN THE CHINESE HIERARCHY TENDED TO ACT AS

A BRAKE ON MILITARY-TO-MILITARY PROGRESS DURING THE

EARLY AND MID-1980'S; IN LATE 1987, THE U.S5. BASICALLY
S
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PLACED THE RELATIONSHIP ON HOLD FOR SEVERAL MONTHS
BECAUSE OF OUR CONCERN OVER THE SILKWORM MISSILE SALES
TO IRAN PROBLEM. NONETHELESS, SINCE 1986, PROGRESS HAS
BEEN SUBSTANTIAL. CHINESE RESTRAINT AND WILLINGNESS TO
CONDUCT CONSTRUCTIVE DIALOGUE ON MISSILE SALES, HAS
PERMITTED SIGNIFICANT MOVEMENT IN THE PAST YEAR. HIGH
LEVEL VISITS EACH WAY HAVE RESUMED; FUNCTIONAL AND
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ACADEMTC EXCHANGES ARE MOVING FORWARD IN KEY AREAS; AND
FOREIGN MILITARY SALES TC CHINA ARE APPROACHING EICGHT
HUNDRED MILLTON DOLLARS. FOREIGN COMMERCIAL SALES OF
MILITARY-RELATED EQUIPMENT TCQ CHINA BY U.S. COMPANIES
ARE INCREASING STEADTILY. WHILE WE WANT TO ENCOURAGE
THIS TREND FOR POLITICAL AND COMMERCIAL REASONS, WE
WILL HAVE T0O CONTINUE TO REVIEW ALL SALES CAREFULLY ON
A CASE-RY-~-CASE BASIS TO ENSURE THEY DO NOT UPSET
DELICATE POWER RELATIONSHIPS VIS-A-VIS ASEAN, JAPAN,
AND TAIWAN, THE PRESIDENT’S KEY MEETINGS WILL BE WITH
THE THREE TOP MEMBERS OF THE CENTRAL MILITARY
COMMISSION (DENG, YANG AND ZHAO)} PERHAPS THE SINGLE
MOST POWERFUL UNIT IN CHINA. THE PRESIDENT'S VISIT
WELL REINFORCE THE IMPORTANT MILITARY DIMENSIONS IN THE
CONTEXT OF THE OVERALIL SINO-U.S. RELATIONSHIP. OUR
OVERALL OBJECTIVE IS TO BUILD ON AND ADVANCE THE
STNO-AMERICAN MILITARY RELATIONSHIP THAT EVOLVED DURING
THE REAGAN ADMINISTRATION, AS INDICATED ABOVE, WE WILL
WANT TO MAINTAIN A GRADUAL PACE SO AS NOT T0 BE
PROVOCATIVE TO OUR ASIAN FRIENDS AND ALLIES. END
BACKGROUND/ SUMMARY

3. CHINESE NATIONAL SECURITY GOALS

e T s e e L i

-  MILITARY MODERNIZATION: CHINA'S STRATEGIC COURSE
——
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OF REDUCING TENSIONS WITH THE SOVIET UNION AND OTHER
POTENTIAL ADVERSARIES AROUND ITS PERIPHERY IS ATMED AT
PERMITTING THE LUXURY OF LONG RANGE PLANNING AND
REDUCED RESOURCE ALLOCATION FOR DEFENSE, CONSISTENT
WITH I7TS INTERNAL MODERNIZATION DRIVE. THE PRC IS
SEERING TO FIELD AN ARMY ABLE T0 FIGHT A WAR UNDER
MODERN CONDITICNS BY THE END OF THE CENTURY.
REALIZATION OF ITS GOAL WILL DEPEND 70 A GREAT EXTENT
ON A VIBRANT AND MUCH IMPROVED NATIONAL ECONOMY. SINCE
1978, SPENDING ON THE NATIONAL DEFENSE PROGRAM HAS
REMAINED THE LOWEST PRIORITY OF THE "FQUR
MODERNIZATIONS." MILITARY UNITS ARE NOW REQUIRED TO
EXPEND SOME OF THEIR OPERATIONAL RESCURCES IN THE
PRODUCTION OF CIVILIAN COMMERCIAL ITEMS IN ORDER TO
EARN AS MUCH AS THIRTY PERCENT OF THE MILLTARY BUDGET.
ARMS SALES ABROAD HAVE ALSC BECOME A CRITICALLY
IMPORTANT SOURCE OF THE FOREIGN EXCHANGE NEEDED TO
PURCHASE SELECTED ITEMS OF FOREIGN TECHNOLOGY AND
MILITARY EQUIPMENT. WE ESTIMATE THAT ARMS SALES
ACCQUNT FOR ROUGHLY ANOTHER THIRTY PERCENT OF THE PLA‘S
BUDGET.
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- THE LEADERSHIP OF THE CHINESE PROPLE’S LIBERATION
ARMY IS UNDERGOING A TRANSITION TO MUCH YOUNGER AND
BETTER EDUCATED OFFICERS. THE MILITARY RECENTLY
RETURNED TO A RANK SYSTEM ON THE FIRST OF OCTORBER, AND
ACQUIRED NEW UNIFORMS AT THE SAME TIME. THE PLA IS
PUTTING IN PLACE A CIVIL SERVICE SYSTEM SIMILAR, IN
MANY RESPECTS, TO OURS. IN ADDITION, THE CHINESE
MILITARY CONTINUES TO SEEK FOREIGN ASSISTANCE TO
ADVANCE TECHNICALLY ITS INDIGENOUS MILITARY RESEARCH
AND DEVELOPMENT CAPABILITY SO AS TO PRODUCE MODERN
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