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Coastal Areas: Boom Expected in
Year of Dragon




BEIJING AWAITS
THE YEAR OF

DRAGON

The Beijing Nationalities
Hotel makes various dragon
motif souvenirs.

- The Beijing Nationalities
Hotel is creating a dragon
hall.




HIGHLIGHTS OF THE WEEK

Zhao Calls for Creative Thinking

m Inanarticle entitled "Let Us Further Emacipate Our Minds
and Productive Forces,” Zhao Ziyang reviews China’s reforms
and discusses the key role of independent thinking in the success
of the country’s modernization programme (p. 5)

Features of China’s Primary Stage of Socialism

m The coexistence of diversified forms of ownership with
public ownership, China’s low level of productive forces and
the gradual replacement of the natural economy by a
commodity economy are the economic features of the primary
stage of China’s socialism (p. 14).

Taiwan’s Changing Policies Benefit Contacts

m Since March 1986, Taiwan authorities have slowly but
surely brought about changes to their mainland policies. A
Taiwan affairs researcher tries to pinpoint the foundamental
reasons for the changes (p. 17). A special report covers
Taiwanese visits to the mainland (p. 21).

Sino-US Relations Over the Past Year

m Interference by the United States in China’s internal affairs
has caused somc instability in reclations between the two
countries over the past year. Since Sino-US relations have a
major influence on the world situation, people of both China
and the United States desire their continued development
rather than stagnation (p. 23).

Western Europe Strengthens Its Unity

m With the East-West strategic situation changing and world
economic instability growing, West European countries are
taking measures to safeguard their security, speed up European
construction and play an active role in international affairs (p.
28).

Year of the Dragon Begins

m February 17, 1988, marks the beginning of China’s year of
the dragon. Articles on what the dragon symbolizes and how
artistic representations of it have changed over thousands of
years, as well as special tourist activities featuring the dragon
theme this year-are carried in this issue (p. centrefold & p. 32).
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by Geng Yuxin

Recently, Zhao Ziyang, general
secretary of the CPC Central
Committee, proposed an
economic development strategy
for China’s coastal areas: Orient-
ing their economy to the world
market—making more exports
and importing more foreign
investment. This should improve
these areas’ technological and
managerial levels as quickly as
possible and help boost the
development of China’s central
and western regions which are
now relatively backward (see Issue
No. 6). This strategy aims to link
China’s economy more closely
with the world economy. This
should benefit both sides and has
aroused widespread attention.

The coastal areas were opened
up to the outside world first. They
include four special economic
zones, 14 coastal cities and five
economic development zoncs, as
well as the Hainan Island (a large
island which will soon receive
province status and be made a
special economic zone). The areas
under discussion could include as
many as 200 million people. They
should concentrate on developing
labour-intensive industries and, in
places with favourable conditions,
high-tech  industries will be
developed too. They should also
seek their raw materials and
markets for their products abroad
and become more involved in
international exchanges and com-
petition. They must improve their
investment environment and at-
tract more foreign investment with
favourable terms to set up
enterprises and re-equip existing
enterprises.  Foreign  investors
must be allowed to manage
enterpriscs according to intern-
ational norms.

This  strategy is on the

continuum of the open policy
which  has been implemented
successfully for the last nine years.
The development of an export-
oriented economy was a require-

ment first made of special
economic zones and. foreign-
funded enterprises, meant to

correct China’s trade deficit and
its shortage of foreign exchange.
[ts extension to all coastal areas is
also an expansion of these narrow
purposes.

A technological revolution has
been sweeping the world. It has
brought many changes to the
world economy and people’s lives.
The developed world is experienc-
ing fundamental alternations to its
industrial structure, with
knowledge-intensive high-tech in-
dustries developing and labour-
intensive industries moving to
places where labour costs are
lower. Some developing countries
and regions have bencfited from
the influx of foreign funds which
have helped build export-oriented
economies there. China, however,
lost out by being cut off from this
process  through its former
isolation.

Now China is also readjusting
its industrial setup. It is shifting
rural surplus labour into indust-
iral production. It is estimated
that before the end of the century,
about 180 million rural labourers
will have taken up jobsinindustry,
commerce and service trades,
always on the understanding that
the growth rate of agricultural
productivity is maintained.

This strategy, with its focus on
importing more foreign funds and
technology, promises a total value
of exports (mainly products
processed by labour-intensive
industries) of US$150 billion for
China by the year 2000, as
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The Coast to Intensify Its Export Orientation

compared with US$34.6 billion
last year. In the course, 60 million
rural people will be employed by
the labour-intensive industries.
Transport, commerce and services
will grow correspondingly, pro-
viding jobs for 120 million people.

This transfer of rural surplus
labour has been made even more
urgent by the enormously greater
returns which industry provides
over agriculture. At present, the
average annual per-capita output
value of agriculture is 1,300 yuan,
while that of rural industrial
enterprises is 7,500 yuan and of
state enterprises, 16,000 yuan. The
large gap is due to the price
differences for products and
labour productivity differences
caused by an inferior technology
and mechanization in agriculture.
Since 1979, the output value of
rural industries has shot up at an
annual rate of 28 percent. Last
year, the output value of rural
industries for the first time
outstripped that of agriculture
and some 85 million farmers
(more than 20 percent of the total
rural labour force) moved into
non-agricultural trades.;

The coastal areas are ideally
suited to this transition. They not
only have cheaper, better qualified
labour but also the advantage of
better transport facilities, better
infrastructures and better access
to science and technology. They
can more quickly-develop export
production and thus be more
attractive to foreign investors.
Exports made by rural industries
were worth US$S5 billion last year,
16 percent of the nation’s total
exports. Of these rural exports, the
overwhelming majority came
from the coastal areas. At present,
these areas have over 11.000
export-producing rural enterpr-
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ises. They turn out a large variety
of products, including household
electrical appliances, toys, silk,
garments, carpets, machinery and
electronies.

The authorities of the coastal
areas are now studying the
economic development strategy
put forward by Zhao Ziyang
and making plans to attract more
forgign investment.

These plans are seen overseas as
a new opportunity and a new
challenge for international capital.
Some people abroad are worried
that China might become a
powerful competitor for' its
neighbours, including even Japan.
In a sense, it is true, but, it is
exaggerated.

In fact, competition on the
international market has always
been there and it has grown fiercer
because of the reappearance of
trade protectionism. China is
simply a late comer in this
competition, and compared with
its large territory and huge
population, its share of intern-
ational trade is negligible.

Furthermore, in this shifting of
labour-intensive industries China
is in a particularly good position,
having an ample labour force, and
it is only natural for it to take
advantage of this opportunity. Of
course, there will be competition
but the process will boost overall
economic development in the
world.

As an advocate of the new
world economic order, China has
always followed the principle of
equality and mutual benefit in its
international economic and trade
exchanges. Its development will
not pose a threat to other places.
On the contrary, it will promote
greater overall prosperity, a
balanced development of the
world economy and the establish-
ment of the new international
economiic order. China’s energetic
participation in the competition
on the world market will not lead
to confrontation, rather, it will
provide more choices for foreign
investors and an opportunity for
common development. ]

Zhao Urges Independent Thinking

Newspapers in  Beijing on

February 7 carried an article
by Zhao Ziyang. general secretary
of the Central Committee of the
Communist Party of China
(CPC).

In the article, entitled, *“Let Us
Further Emancipate Our Minds
and Productive Forces.” Zhao
reviewed China’s reforms of the
past nine years and expounded on
the guidelines of the 13th CPC
National (ongress, which was
convened last October.

Zhao described the Third
Plenary Session of the 11th CPC
Central Committee, held in late
1978, as ““having re-established a
Marxist ideological line for the
emancipation of our minds and
seeking truth from facts, while
explicitly defining the develop-
ment of productive forces as the
centre of all work.” This was the
meeting’s greatest success, he said.

At that time, although there
were no concrete schemes for the
reform. such a correct ideological
line provided the broad masses of
the people and cadres at various
levels with the possibility for
exploration and chances for
choice in their own practice.”

Talking about the contract
responsibility system in rural
China and factory reforms, which
started by allowing more inde-
pendence in management, Zhao
said that these methods had
already been adopted in some
localities in the early 1960s.

Then, owing to an erroneous

ideological line, they were criti-
cized and put down as revisionist
practices.
. The party took a different
attitude when these methods re-
emerged in 1978, as it found that
they would definitely benefit the
development of the productive
forces, Zhao said.

Even so, the party did not try to
promote them nationwide im-
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mediately so as to allow people
with different views more time for
independent thinking and making
their own comparisons.

But in less than a year the
responsibility system was spread.
“This was not the conclusion of
any particular person but the
result of practice,” Zhao said.

“During the process of practice,
the people’s minds  were
emancipated, and so were ours,”
he said. ““The people made their
creative contributions and we
recognized and summarized their
achievements, thus bringing about
good results.”

In urban reforms, the contract
system for enterprise manage-
ment, leasing, shareholding and
issuance of bonds were all handled
in compliance with the formula,
“practice, knowledge, again pract-
ice and again  knowledge,”
according to the materialist theory
of knowledge, Zhao noted.

“Thus it can be said that the
advance and popularization of
every measure taken in the reform
was the result of the emancipation
of the people’s minds,” he said.

He called the theory of the
primary stage of socialism put
forward at the 13th National
Party Congress ‘“‘a leap in the
process of cognition about
China’s actual conditions.™

He pointed out: ““This was the
result of mental emancipation in
the past nine years and should be
taken as a new starting point for
mental emancipation in the
future.”

To emancipate our minds does
not mean to encourage impract-
ical imaginings. On the contrary,
the essence of mental emancip-
ation lies in daring to seek truth
from facts, he stressed.

“Whatever is good for the
development of the productive
forces and the improvement of the
people’s life should be recognized,
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experimented with and explored,”
he said. “The more developed the
productive forces, the more

attractive the socialist system.™
Zhao urged all Party members
to study the documents of the 13th
National Party Congress in order
to make this the springboard for
the emancipation of their minds.
[

Political Bureau
Meets on Economy

meeting of the Political

Bureay of the Chinese
Communist Party Central
Comittee called for efforts to
resolve contradictions and pro-
blems in the course of advance so
as to ensure a continous, steady
and co-ordinated development of
the entire national economy.

The fourth meeting of the
bureau on February 6 found that
China’s economic situation last
year was “‘remarkably good” and
enormous experience had been
gathered for further development.

The meeting concluded that last
year’s production, construction,
circulation of funds and foreign
trade were better than cxpected.
Big progress was made in overall
economic control, and certain
unstable factors lorig existing in
economic life have been alleviated.

Overly high price increases were
a major problem last year, the
participants said. Food prices
were the heart of the problem.

To solve the problem, they said,
new conditions should be studied
and new measures taken. The key
point is to apply the law of value
and take steps that can benefit
production on the one hand and
people’s living standards on the
other. By doing this, the public
will be reassured and reforms can
be carried out smoothly.

On this year’s economic work,
members reaffirmed the principle
of stablizing the economy while
accelerating the reform.

The economic development

6 BEIJING REVIEW, FEBRUARY 15-28, 1988

strategy for coastal arcas advan-
ced recently will place these areas
in international market compe-
tition. It will also promote the
economic development in central
and western areas.

This important strategy, which
is vital to China’s modernization
programme, should be implemen-
ted speedily and resolutely.
Therefore, participants said, the
reform of the foreign trade system
should be accelerated.

The meeting held that the
contract system for enterprise
management should be further
carried out and perfected.”” m

China Seeks More
Investment Input

It is our hope that before long

people from all over the world
will realize that China, especially
its open coastal area, is a most
attractive place for investment and
technology input,” Chinese leader
Zhao Ziyang said in a speech
televised via satellite at the 1988
meeting of the World Economic
Forum, held in Davos,
Switzerland.

Zhao, general secretary of the
Chinese Communist Party, based
his comment on the facts that

Zhao speaks to the meeting via satellite.

labour costs in China are
comparatively low, productivity is
rising, and laws and regulations
are being improved.

He told the nearly 1.000
participants at the meeting that
since late 1978, when China

decided to open up to the outside
world, the government has taken
two major steps to overcome the
difficulties in implementing the
policy. The first step was to
improve the investment environ-
ment and economic returns in
China through economic re-
structuring; the second was to
adopt a plan to extend the open
policy progressively from special
economic zones to coastal cities,
coastal economic regions and
finally to inland areas.

Now, he said, a vast strip open
to the outside world is taking
shape in the coastal region. The
area has a population of more
than 100 million. It has China’s
oldest industrial bases, fertile
farmlands and a fairly developed
commodity economy. The cul-
tural and technical levels are
generally higher than elsewhere in
China, and there is a more skilled
labour. Moreover, amid fierce
market coOmpetition over the past
ninc years, many rural enterprises
have sprung up and thrived, with
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an annual incrcasc of 20-30
percent in output value. The area
is well equipped for international
economic exchange.

Zhao told the meeting that
China is going to open a new area
for forcign investment. Hainan
Island —the country’s southern
tip—will be China’s biggest
special economic zone with the
most favourable terms, he said.

The island is three-quarters the
size of Switzerland. Situated in the
tropical zone, it abounds in
natural resources. It can be seen as
a virgin land yet to be developed.

“Qur preparations are now
under way for opening up to the
rest of the world,” he said, adding,
“We welcome people from other
countries to invest, exploit the
island’s resources and do all kinds
of business, including real estate.™
When asked if China is going to
establish a better balance in its
cconomic  co-operation  with
Japan, Western Europe and the
United States, Zhao said China’s
open policy is oricnted towards
the whole world, and business
people from all countries have
equal chances. *“The most compet-

itive partners are the most
attractive.”
He said competitiveness is

determined by a combination of
factors—the volume, term and
interest rates of investments; the
quality, price and delivery time of
goods; terms for technology
transfer and technical services;
and quotas and tariffs on imports
from China.

These considerations apply to
all countries, Zhao said. The most
competitive  will find more
Chinese business coming their
way.

Zhao said it is a welcome sign
that US-Soviet relations have
recently  eased, particularly
against the background of their
sustained sharp confrontation
over the years. But he noted that
the step they have taken is very
limited, since the arms race is far
from being halted and none of the

world’s “‘hot spots” have been
climinated.

Although achieving a genuine
relaxation of tension will be a long
and difficult process, he said, the
recent trend towards relaxation is
the result of efforts by all the
peace-loving countries and people
around the world. “We welcome
all measures taken by the United
States and the Soviet Union that
are conducive to the relaxation of
tension,” he added.

The Chinese leader said that
China’s fundamental policy on
international affairs is one of
persistent efforts for the mainten-
ance of world peace.

On the question of China’s
relations with the United States
and the Soviet Union, he said, ““In
recent years Sino-US relations
have developed steadily and Sino-
Soviet rclations have also im-
proved gradually.” However, he
noted. “‘I have no wish to deny
that problems still crop up from
time to time in Sino-US relations
and that obstacles in Sino-Soviet
rclations remain to this day.”

He said he hopes that the US
government will strictly abide by
its three joint communiques with
the Chinese government and that
the Soviet Union will try to
remove the obstacles to improved
relations with China. “If every
country works for peace and
respects each other’s sovereignty,
things in this world will be easy to
handle.”

Zhao’s speech was warmly
received by a packed audience at
the forum. Pentti Laukontaus,
vice-president of a leading trading
house in Finland, said that
everybody got an unmistakable
message from Zhao. ““He was
persuasive, warm, easy and
modern,” Laukontaus said.

The World Economic Forum,
an annual “‘economic summit,” is
attended by chief executives,

government leaders, academic
experts and media representatives.
u

Zhao Praises
Sihanouk’s Efforts

he Chinese government under-

stands and respects the efforts
made by Samdech Norodom
Sihanouk to find a just and
reasonable solution to the Kam-
puchean problem, Chinese
Communist Party (CPC) leader
Zhao Ziyang said on Februray 1.

Sihanouk, who announced his
resignation as president of
Democratic Kampuchea in Bei-
jing on January 30, briefed Zhao
on his second face-to-face meeting
with Hun Sen, ““prime minister” of
the Viet Nam-backed Phnom
Penh regime. The talks, which
took place in France, ended on
January 21.

Sihanouk said no progress was
made during the talks because he
had held firmly to his position. He
said he will never be the head of
state of the so-called people’s
republic of Kampuchea and added
that he favours the establishment
of a four-party coalition govern-
ment to supervise a future general
election.

Viet Nam must withdraw its
troops from Kampuchea, Sih-
anouk said. The so-called people’s
republic of Kampuchea must be
dissolved, a gencral election held
under the supervision of an
international supervisory commit-
tee, and international peace-
keeping troops stationed in
Kampuchea to maintain peace
and security.

He said he has given up his plan
to have a third meeting with Hun
Sen in the Democratic People’s
Republic of Korea this April.
This, he explained, is because Hun
Sen is not an independent leader
but rather is completely manipu-
lated by his masters in Hanoi.

Besides, Sihanouk said, Viet
Nam is still stubbornly holding on
to its position. “However, if the
Vietnamese invite me to talks, |
will accept,” he added. “If the
Vietnamese bring Hun Sen with
them in the talks, I can also
agree.”
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Zhao (left) greets Sihanouk.

Zhao expressed his appreciation
ol and admiration for Sihanouk’s
sticking to his principles during his
meetings with Hun Sen.

China believes Sihanouk will
continue to play an important role
in accordance with the Kampu-
chean people’s fundamental inter-
ests, Zhao said.

Meanwhile in Bangkok, Son
Sann, prime minister of the
Coalition Government of Democ-
ratic Kampuchea, asked Sihanouk
to reconsider his resignation, a
spokesman for Son Sann’s office
said on February 1.

Son Sann said, “The Kampu-
chean people’s struggle against
Vietnamese aggression needs the
leadership of Prince Sihanouk,
and we hope that he will continue
to be our leader.” the spokesman
reported. [ ]

One-time Reformer
Told to Retire

n the middle of January. it was

decided by the Zhejiang
provincial authoritics that Bu
Xinsheng, one of the country’s
most renowned rcformers, should
leave his posts, onc of which was
director of the Haiyan Shirt and
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Blouse Factory. Bu was blamed
for his arrogant, cocky attitude,
and his arbitrary and cven rude
leadership style, as well as his poor
knowledge of modern manage-
ment. The factory, suffering under
his management, was in total
disorder and debt-ridden.

Last Deccember, an investig-
ation of the factory by a local
government tcam found that 96
percent of the staff and workers
did not trust Bu.

To save the factory, which is
now on the edge of bankruptcy.
the local government decided to
pay off the factory’s debts and
choose new director. The new
director will contract out the
factory, and. when it becomes
profitable, the factory will repay
the money paid out by the
government.

Bu. 56, started out as a tailor,

when the predecessor to the
Haiyan  Shirt  and  Blouse
Factory —a sewing co-

operative — was founded in 1956,
with only 30 cmployecs. 1t grew
into a processing factory in 1975
with a staff of 73 and fixed assets
of 22,000 yuan. But the factory
was on the verge of closing down
as it was making poor returns and
could hardly afford the retired
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workers® pensions.

In 1979, the year China began to
introduced reform and opened its
doors to the outside world, Bu
initiated radical thorough reforms
in the factory. These included
market expansion by developing
new products in responsc (o
consumer needs. Bu decided to sell
the products directly from the
factory rather than through the
more commonly used commercial
departments. In his wage reforms,
he concentrated on climinating
absolute cgalitarianism. The new
system stressed that the workers’
remuneration should be deter-
mined according to their quotas.
Those workers who exceeded their
quotas are rewarded while those
who fail to meet them have their
wages reduced.

In 1983, the factory made a
profit of 528,000 yuan, 100 times
that of 1976. Its fixed assets came
to 1.07 million yuan the same year,
an increase of 49 times the level of
1979. In 1984, the number of
employees increased to 630.

After mass media coverage of
Bu’s reforms. the small factory
and the county was famous all
over the country. As one of the
trailblazers, Bu was elected a
delegate of the Chinese People’s
Political Consultative Conference.
Hc appeared on television, his
story was written up in the
newspapers, and he featured on
the cover of many magazines
including Beijing Review.

However, by November 1987.
according to Xinhua News
Agency. the factory had debts of
10.14 million yuan, and its total
capital was only 10.07 million
yuan. The former clean, garden-
like factory had turned into an
untidy one overgrown with grass,
and in the previous busy scene
workers were aimlessly dillydally-
ing about, Xinhua reported.

Bu, intoxicated by praise, and
constant attention from reporters,
indulged in meetings with a merry-
go-round of visitors. He islolated
himself from his collcagues and
workers; even the deputy director
could not meet with him unless his




R R I A R R

office arranged an appointment,
Xinhua added. Bu made no
further progress in reform but
allowed things slide back.

After his wide public exposure,
Bu made some very bad decisions.
He spent a ot of money to import
an assembly line for making
western suits and ties, thinking the
suit craze would last.

Some people said the major
reason for his mistakes was that he
thought his fame would allow him
to do anything he wanted. Others
said he was biting off more than he
could chew. He made speeches
everywhere. He wanted to run for
mayor of Shanghai. And he
planned to establish “Bu Xinsh-
eng” companies in the United
States and Hong Kong, and the
ambitious “Bu Xinsheng Gar-
ments  Trust.” However his
abilities, knowledge and time were
limited. Still he refused to listen to
othersand gave up an opportunity
to improve his management skills
by failing to attend a manager
training  class at  Zhejiang
University.

Bu was a very controversial
figure during his rise to fame. His
critics said he behaved like a
capitalist and he was arrogant and
rude. Now, in his decline, he is
once more the subject of
controversy, and his story is again
a hot piece of gossip.

Some people say it is unfair to
lay all the blame for the factory’s
failure on Bu, and that his leaders
should bear some responsibility as
they had encouraged him to
import the assembly line. Others
said the failure is a lesson to all the
reformers and entrepreneurs, and
that they need to “improve their
qualities.” Many hope that Bu will
re-emerge in the future.

Meanwhile, the mass media are
also coming under fire. According
to a Chinese proverb, ““The water
that carries the boat is the same
that swallows it.” The mass media
are likened to the ““water.” Some
said it was through the media that
Bu became the perfect reformer
and the sorry loser.

by Li Haibo

Weekly Chronicle
(February 1-7)

POLITICAL

February 1

m Zhao Ziyang, general secretary
of the Communist Party of China,
meets  Zhang Xingrang, who
developed an innovative method
of enterprise management, known
as “‘full-load operation.”

Zhang, director of the Shijiaz-
huang No. | Plastic Factory in
Hebei Province, is the first person
to win an invention award for
enterprise management in China.
m The working groups of the
Chinese and Soviet delegations to
the Sino-Soviet boundary talks
have ended their first meeting in
Moscow. They discussed the
alignment of the entire eastern
sector of the boundary, Xinhua
reports.

The next meeting of the groups
will be held in Beijing in April.

February 2

m At a recent meeting in Beijing
with Taiwan residents now living
in the United States, Yang
Shangkun, vice-chairman of the
Central Military Commission,
told his guests that he wants more
Taiwan people to come to the
mainland to share their views on
state affairs, Voice of Taiwan
reports.

He said: “*First of all we should
have a common understanding,
that is, the mainland and Taiwan
are sure to be reunified. Without
reunification, Taiwan can't hope
to enjoy stability.” Taiwan
residents who worry that reunific-
ation is contrary to their interests
are victims of a misunderstanding.

ECONOMIC

February 1

m China produced 15,100 tons of
rare earth last year, ranking No. 1
in the world and leaving the
United States behind for the first

account for 80 percent of the
world’s total and the country has
an annual production capacity of
18,000 tons. :

February 5
m China opened 124 co-operative
companies and Chinese-funded
enterprises in foreign countrics,
Hong Kong and Macao in 1987,
International Business reports.
The figure brings the total
number of such enterprises to 385,
with a total investment of US$1.78
billion. -of which US$623 million
represents Chinese investment. Of
the 124 enterprises, 88 percent are
in developing countries.

CULTURAL

February 4

m A proposal by the State Science
and Technology Commission to
allow scientists and technicians to
take a second job in their spare
time for extra incomec has been
approved by the State Council,
Xinhua reports.

The policy, which aims to tap
the potential of China’s rescarch
forces and promote the interflow
of personnel and knowledge, has
been tried out in many places over
the past two years.

SOCIAL

February 4

m An increasing number of
couples in Shanghai are resorting
to contracts instead of legal suits
to end their marriages.

A recent survey by the
municipal Civil Affairs Depart-
ment shows that last year about
3.300 couples, representing three-
quarters  of the divorces in
Shanghai in 1987, ended their
relationships by contracts.

FOREIGN RELATIONS

February 3

m The governments of China and
Uruguay issue a joint communi-
que in New York announcing

time, a Chincse government | their decision to establish dip-

official says. lomatic relations at the am-
China’s rare carth reserves i bassadorial level.
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GREECE-TURKEY

Summit Aims for Lasting Peace

Greece and Turkey have agreed to resolve their long-standing
disputes and establish peaceful and co-operative relations.

reek Prime Minister Andreas

Papandreou and his Turkish
counterpart Turgut Ozal have
issued a joint communique saying
the two countries have agreed to
concentrate their efforts on
developing lasting peaceful rel-
ations, although “*solving
cumulated problems™ will require
time, goodwill and hard efforts.

The communique was issued on
January 31, following two rounds
of “frank and open™ talks in
Davos, Switzerland, where the
leaders were attending an annual
international economic seminar.

Greece and Turkey nearly came
to war last March in a dispute over
territorial and mineral rights in the
Aegean Sea. “From now on, such
a crisis should never be repeated.,”
the statement said, adding that the
two nations will work towards a
rapprochement through “‘deter-
mination, sustained efforts and
the building of confidence.”

The prime ministers agreed to
meet at least once a year, to
exchange visits and to set up a
direct telephone line between
them.

Athens and Ankara will also
establish two committees as a

basic step towards improving their .

relations.
explore possibilities for concrete
forms of co-operation in the
economic, trade, tourism and
communications sectors, as well as
cultural exchanges. The other will
look for ways to close the gap
between the countries.

Greece and Turkey have long
been at odds over territorial,
mineral and other rights in the
Aegean Sea, as well as over the
divided island of Cyprus.

Cyprus became independent
in August 1960, with Archbishop
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One committee will

Makarios as its president. About
75 percent of the island’s
population is Greek and almost all
the rest is Turkish. In December
1963 the Turks withdrew from the
central government because of a
constitutional dispute and serious
intercommunal fighting broke
out. Each community received
military aid from its mother
country.

Following a military coup in
1974, which deposed President
Makarios, Turkey sent troops to
garrison the island. Cyprus was
divided into two parts: the
northern part was controlled by
the Turks, while the southern part
was seized by Greek Cypriots. The
conflict remains unresolved.

Another dispute centres on the
continental shelf of the Aegean
Sea and the air above it. Greece
claims that all of the continental
shelf except that belonging to
Turkey’s territorial waters should
be under Greek jurisdiction, while
Turkey claims the islands in the
eastern Aegean. The conflict
intensified with the discovery of

- oil resources in the Aegean Sea.

Last March the mutual declar-
ation of plans to start oil
exploration in the disputed
Aegean waters almost triggered a
war between the two countries.
Strained relations seem to have
thawed since then. Private mes-
sages between Papandreou and
Ozal have been exchanged
through diplomatic envoys. The
Davos summit talks, which were a
result of this message diplomacy,
marked the beginning of a direct

dialogue between the prime
ministers.

Several factors led to the
improvement in bilateral rel-
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ations. First, pressure has been
imposed by the North Atlantic
Treaty’ Organization (NATO).
Both Greece and Turkey are
NATO members and the discord
between them has weakened
NATO’s defences on its southeast-
ern flank.

The two countries have also
realized that the frequent crises
and frictions between them have
hurt the peace and stability of the
Aegean region as well as their own
economic development.

Greece and Turkey both face
heavy tasks in developing their
economies. Turkcy, which is an
associate member of the European
Community (EC), applied form-
ally to join the community last
April. But its chances of admission
are slender, if not hopeless,
without the approval of Greece,
which  will assume the EC’s
rotating presidency in the second
half of this year.

The Davos summit was regar-
ded by some Western diplomats as
a good opportunity for Ozal to
reduce Papandreou’s deep-rooted
opposition to Turkey’s drive for
full EC membership.

As for Greece, tourism, a
mainstay of its economy, will be
badly hit if the tensions in the
Aegean region do not ease up.

The harsh realities of many
years of hostility towards Ankara,
and particularly the armed
conflicts of the past, have made
Athens realize that Greece's
national aims could be better
served by showing some flexi-
bility, rather than by refusing any
contact with Ankara.

In addition, Papandreou needs
to change his hard-line image to
enhance his popularity in Greece’s
next general election, which must
be held by June 1989.

The Davos talks augur well for
Greek-Turkish relations after the
long period of tension. The
compromises reached during an
international economic seminar
have symbolic significance. They
show that economic development
is now considered as a priority by
both countries.




The desire for economic
development has played the role of
a mediator between the two
nations. The fact that economic

SRI LANKA-INDIA

development needs peace has
helped alleviate the tensions
between Greece and Turkey.

by Liao Zhou

Leaders Hopeful About Ending Violence

The recent visit to India by Sri Lanka’s president could lead to
some changes in Sri Lanka. The island continues to be a scene
of bloody violence despite the signing of a peace pact between

the two countries last year.

ri Lankan President Junius

Jayewardene and Indian Prime
Minister Rajiv  Gandhi have
reiterated their resolve to ensure
the faithful implementation of
their July 1987 peace accord. The
agreement is aimed at bringing an
end to four years of ethnic conflict
in Sri Lanka.

Jayewardene, who returned
home on January 30 after a six-
day visit to India, said he and
Gandhi are hopeful that terrorism
in the north and east of Sri Lanka
will be completely wiped out and
normality restored by March or
April this year.

Bilateral relations and various
aspects of the peace accord
dominated the leaders™ talks.
Reports said Jayewardene pro-
mised to pave the way for elections
to provincial councils in the
island’s  predominantly Tamil
northern and eastern provinces by
the middle of this year. The
election of provincial councils,
which provides a measure of
autonomy, is stipulated in the
peace agreement.

Jayewardene’s pledge is seen as
a significant move by the Sri
Lankan government towards the
implementation of the political
process envisaged in the accord.

It was also reported that during
the visit Sri Lanka submitted a
draft of bilateral
eventually replace the existing
pact, which is seen by Sri Lankans
as a sell-out. Some high-ranking
officials in Sri Lanka regard the

treaty to
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pact as merely an individual
agreement with no binding force.

New Delhi sees Jayewardene’s
proposal as an attempt to dilute
the content of the accord. But with
Colombo’s continuing emphasis
on reciprocity, India will act
cautiously on the treaty proposal
and is likely to give it serious
consideration.

The stationing of Indian peace-
keeping forces in Sri Lanka, under
the terms of the peace pact, has
been a target of criticism in both
Sri Lanka and India. Last
October, when conflicts between
the government and the Liber-
ation Tigers of Tamil Eelam
escalated, Jayewardene asked
Gandhi to take resolute action to
bring an end to the clashes in
accordance with the pact. As a
result, the 37,000-strong Indian
peace-keeping force attacked the
Tigers, the most powerful Tamil
militant group, which had previ-
ously been under India’s protec-
tion and had been supplied with
Indian weapons.

India’s military involvement in
Sri Lanka has intensified since
then. But both Sinhalese and
Tamil militants have launched
continuous attacks on the Indian
troops, demanding their ecarly
withdrawal. The Sinhalese insist
that the peace accord is an attack

on the sovereignty and inde-
pendence of Sri Lanka.
In face of the mounting

opposition, Jayewardene, on re-

turning from India, said that the
Indian troops in Sri Lanka would
be recalled if he wanted. “Mr.
Gandhi said he would recall his
troops within 24 hours if I made
such a request,” he said.

The peace accord was aimed at
ending Sri Lanka’s Tamil separa-
tist revolt. But instead of bringing
a halt to ethnic violence, it has led
to more bloody conflicts between -
Tamils and Sinhalese, as well as
between Tamils and Muslims.
About 550,000 people in northern
and eastern Sri Lanka have now
been rendered homeless, four
times the figure before July 1987.

Within Sri Lanka there is a
widespread opposition to the
accord, both inside and outside
the ruling United National Party
(UNP). The public strongly
demands the pull-out of the Indian
troops. When Jayewardene an-
nbunced that he would not run for
another term as president, the
opposition Sri Lanka Freedom
Party seiected former prime
minister Sirimavo Bandaranaike
as its candidatc and began to
campaign in the south. Banda-
ranaike lashed out at the peace
agreement and demanded the
withdrawal of Indian troops,
inviting wide support.

Meanwhile, Sinhalese militants
arecarrying on a violent campaign
against the UNP in protest against
the accord. About 200 people,
including UNP Cha