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(b)(l),1.4 (c) 

-S\R'U'lARY: REPORT DISCUSSES SILKWORM SALES TO IRAN. 
lHE L-8 TRAINER ANO F-7H FOR THE PLAAf,1. ATTEMPTS TO SELL 
AIRCRAFT TO LATIN AMERICAN, ANO AIRCR,u-T SALES/PRODUCTION 
IN GENERAL. TEXT: 1. ~ (b)(l ),(b)(3) 10 USC 424,L4 (c) 

VARIOUS CHINESE VIA ION TOPICS, INCLUDING SILK 
~Jij~kfr
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~~E~t f~EJi!N1~!~~A.1~~oFcA~J!~~fRAFT 

PRODUCTION IN GENERAL. 
2. (I. I Ft SILKWORM MISSILES ICb)Cl ), l.4 Cc) l THE MiliISTRf 
OF AVIATION INDUSTRY (MAI) CAN GUARANTEE ONtQUIVOCALLY 
THAT IT HAS NEVER SOLO SILKWORM MISSILES TO IRAN, EITHER 
~~&CJ~iwrwA~~,5t~LfEt~~~I~~
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3
._. L-8 TRAINER ICb)( l ),L 4 (c) I THAT THE PLAAF 

DOES NOT PARTICULARLY LIKE THE L-8 TRAINER BEING 
DEVELOPED AT THE NANCHANG AIRCRAFT MANUFACTURING CORP 
INAMr) NOR HAS THF PLAAF DECIDED TO BUY ANY L-8. HOWEVER. 

ICb)O}J.4] c) I THE AIR FORCE HAS NO CHOICE AND WILL 
BE ~1RiED TO BUY THEM WHEN THE TIME COHES 4. F -7M FIGHTER 1&565-1 A]c) ITHAT THE 
PLAA HAS PURCHASED SOME F-7M'S, BUT CONSIOERS THEM TO 
TOO EXPENSIVE. AT THE SAME TIME, HAI IS NOT EAGER TO 
SELL ANY MORE F-7M'S TO THEM BECAUSE THEY ONLY PAY IN 
RENMINBI. NOT INQHQRD CURRENCY. AS A RESULT, MAIQLOSES 
MONEY BEQAUSE MANY OF THE F-7H'S COMPONENTS, SUCH AS 
THE GEC HEADS UP DISPLAY, ARE PURCHASED FROM ABROAD WITH 
HARD CURRENCY. 
5. ~ AIRCRAFT SALES TO LA TIN AMERICA l(b)(l ),L4 (c) I 

MAI WAS ACTIVELY TRYING TO SELL AIRCRAFT TO ARGENTINA, 
CHILE, AND BRAZIL~ BUT HAS HAD NO SUCCESS SO FAR. IF 
THEY WERE SUCCESS~Ul, THEY WOULD ESTABLISH A SUPPLY 
DEPOT SOMEWHERE IN LATIN AMERICA. ALTHOUGH AIRCRAFT 
SALES WOULD HELP CHINA ECONOMICALLY OVERALL, MAI WILL 
NOT GAIN THAT MUCH. THE REASON FOR THIS IS THAT THOSE 
COUNTRIES WILL NOT PAY CASH. BUT WILL TRADE GOODS FOR 
THE AIRCRAFT. THE CHINESE GOVERNMENT, IN TURN, WILL 
PAY MAI IN RENMINSI. HOWEVER, IF THE AIRCRAFT HAVE ANY 
FOREIGN PARTS, THE GOVERNMENT WILL PAY M~~ ~ ~gi!~~N CURRENCY (PRIMARILY USO) FOR THOSE PARTS (b)(l),L{Ccj I 

I MOST FOREIGN COUNTRIES WANT SOME TY -
CATIONS WHICH REQUIRE FOREIGN PARTS. AS A RESULT, THIS 
CAUSES PROBLEMS IN DEVELOPMENT ANO P~QDUCTION TIME.t. COST, 
ANO PARTS ACQUISITION FOR THE AIRCRAFT FACTORY, ANu MEANS 

.-----JLI:iE._Gil.llE.BM'.IE:JllL_MIJST USE MORE HARD CURRENCY TO PAY MAI. 
THE GOVERNMENT SOMETIMES MAl<ES MAI SELL '-'---'-',;.+,,..,,----r.,;'=x-.;R<"":A=F..-.A=T--.!EXTRE11EL Y LO~ PRICES JUST iO MAl<E THE 

6. ~ AIRCRAFT COSTS l(b)(l), l .4 (c) I THAT IF A CUSTOMER 
ORDERS AN AIRCRAFT, BUT IT IS NOT DELIVERED UNTIL SOMETIME 
LATER~ THE COST IS THE PRICE OF THE AIRCRAFT AT THE TIME 
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IS CERTAIN THE PLAAF HAS ABOUT 20-25 F-7M'S. 
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