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CENTRAL INTELLIGENCE AGENCY
‘ WASHINGTON 25, D. C.

OFFICE OF THE DIRECTOR

Ay 13 1952

MEMORANDUM FOR: SPECIAL ASSISTANT, INTELLIGENCE, DEPARTMENT

OF STATE

ASSISTANT CHIEF OF STAFF, G-2, DEPARTMENT
OF THE ARMY

DIRECTOR OF NAVAL INTELLIGENCE, DEPARTMENT
OF THE NAVY

DIRECTOR OF INTELLIGENCE, HEADQUARTERS, UNITED
STATES AIR FORCE

DIRECTOR OF INTELLIGENCE, ATOMIC ENERGY
COMMISSION

DEPUTY DIRECTOR FOR INTELLIGENCE, THE JOINT STAFF

ASSISTANT TO THE DIRECTOR, FEDERAL BUREAU OF
INVESTIGATION

SUBJECT: Intelligence Deficlenclies Revealed in SE-27

1. The Office of National Estimates has reviewed with the
IAC representatives the intelligence deficiencies in SE-27. These
have been presented in Enclosure A.

2. Inasmuch as the intelligence deficilencles are primarily in
regard to economic matters, I have requested Mr. Amory, as the Chair-
man of the Economlc Intelligence Committee (EIC), to take up with that
Committee as an urgent matter::

a. The review of existing guldance in this field to collection
agencies;

b« Action required to fill the specific gaps as pointed out
on page four of the enclosure relating to seaborne exports from the
Communist bloc to Communist China and railroad transporation;

c. Consideration of what additional research facilities
within the community should be provided in order to strengthen
our research in this field.

3. I am requesting Mr. Amory to mske available to me and to the
other TAC members a progress report within six weeks.

STATE, USAF reviews completed
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4, The statement of intelligence deficiencies points out needs
for coordinating, translating, indexing, and distributing the material
already available on Communist China. I have requested Mr. Reber,
the Assistant Director for Intelligence Coordination to loock into
this question with the IAC agencies and similarily to submit a report
to me and the IAC within six weeks. In connection with this Mr. Reber
will keep in close touch with Mr. Amory and will seek the advice of the

EIC Subcommittee on Requirements.

WALTER B. SMITH
Director

-

SEORED .
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STATEMENT OF JINTELLIGENCE DEFICITDNCIES REVEALLD TH SC.27s

R I 5 0 R

"PROBABLE EFFECTS OF VARIOUS POSSIBLE COURSES OF

ACTTON YTITH RESEICT TO COMMNIST CHIMAP

1, The firgt and mogt basis defielency is in gepern)
mr%mmm&%ﬁmﬁ}%w&% acononic matiers.
U3 polley with respect to Corusin Ching must leon heavily on
analyses of many aspocts of the eaouomie situation within that
eowrhey. Such problems as the extent to which Vestern trads
controls have weckened the Chinese Cormmist economy ond the
degres to which additional eomtrols could be expocted to weoken
it further, the economic nbility of Commmist China to caxry on
the war in Korea and to support sdditional large-scale military
oparantions, the derxee to which Corpunizt China c¢an compensate the
USSR forr Soviet military und economic assistance, the development
of the Chinese Corrmunist woar potenticl, and the inflationary
pressures existing ln Carnnist China, ave key quostions in the
preparations of Wational Egbimates and the formuloation of nationnl
poliey with respect to Cormmmist China. SE-27 as well as predecessor
estinates woa hampered by the diffienitiss in determining the extent
and manner in which scomomic facbtors affected the intentions and
sapabilities of the Peiping repire, The absence of such trectment
reflocted paps in both collection and resenrch efforts, thuss

a. Collegtion. There 1s o serious lock of relisbls
econonic informotfon on Commmist Chino, The
folloving points ors pertinents

(1) TDven when the mainland wos under the
Nationnlinte and the US had sonsiderable
freedoy to obtain informotion, economis
information won penerclly inodequate
and/or unreliable,

(2} The dato and quslitative 4nformation that
were availobls uvith respect to the ectnomy
of the Chiness muinlomd at the time the
Hotionnlists avneuated hos been pgetting
ropidly ont of dote, US officials were
recollied in Docorber 1950 ond businers

SECRET .
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x-wpraacutativaa pmgmssiva:y withdrew '
sfber that date, Information mow avail.
able ip limited oguasliongl

Conmumist periodicels, Comunlat prope ’
and a_p'eaohea node by Commmist officiala,

(3) As in the case of all Comwuist states, rmch
- fnformation on the Chinsge econcmy is regarded
Bs & ntata ascvet and is striotly g\mded

M. There i8 recd for coordinoting, trans-
lating, indexing, and disteidubing the material
alrecy avanable on Communist China, In pm'tieru:l.ar,

it is dwportant to coordinete the various offoxrtas o

obtoln ond sxploit material on the econouy of China
(such os the Air Forcos Rescarch Project at Stonford, ¢
the State Department’s collection and tramsglotion

projests at Hong Fons avd Taipei, and CIA's Foreim
Document! i!livisinns). Decouse
of the ot8, it is particlarly

Inportont to minimize duplicntion in this f£ield.

The sconomle yesoarch facilities sllo-

Begogrch.
eated to Comuimist China in tho Washington intslli-

gence cormumity have beon imndequate,  Alth

there are a mufficient mmber of specialists (e.g.,
mining, transportation, agricultural speaidists
vho could be transferred from presont areas of
responsibility to work on Commmist China, there

are few anolyats vith pood pouneral economie back-
ground and an ares lmowledge of China. Thus,
economic reaaarch facilities ove inadequate to

make full use of even the limited amount of economic
informntion readily availanble on Cormmist Ching,

~. QIR, which i@ the primeipal contributer to National

Egbinateos dealing with the economy of Communist
China, has only neaged in this aotivity.,
Moreover, with Increased emphasis on repearch and
annlysis of the Chiness Commmist economy, more
Information, direet or derived, would be made
avallsbls, (In the »oughly anslorous situation
with reapect to tho Soviet seonomy, considexable

progress has been mode In exploiting through intensive

W"’*

e

analytical techniques the limited information avaﬂabla )

ﬂaﬂ
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(1) Speoifically, a recenmt survey conducted by

the Economie Intellipenve Commities roveals
t only the equivalent of approxinutely
profsasional anolysts® in the UE Govern.
ment {Including approximately[ |in non-IAC
apennies) are enmaged 4n work vhioh soe
pospibly sontribute to the production of
Yational Datimates dealing with the econcoy
of Comrmmist Chisa. Of thess swlysts,
thers are the equivalent of only engogad in
the preparation of analyses on the Uhinese
GComramist economy of & wholey the remminder ore
employsd on the research of specific sepmsuts
of the eccmomy, o.g., internationnl trode and
finonoe, transportation, muterilals, and indusiry.
Sinow Notionnl Dativates are largely devoted to
the exnmination of brood problems, 1t is apparent
thet the poucity of amalysts vhe have integraoted
approach to the cotmosyy of China as o vhole hog
direotly and seriously affected the quality of
intellirence estinates denling with this amvect of
Comxmuniot China, T& should be Purthor noted
thot even those anslysts vhoss work is suwch os
40 bear vn the production of lotional Dstinetes
probably devote o larpe proportion of thels tire
. 4o purely departmental problena.

(2) There are the squivalent of approximately
onoliysts engaged in economle research uhd
comtributes only indirectly or rewwtely to
tbe Natdonol Betimates ([ |analysta dn the
WIS program cnd
There g attached az Ta a teble suwmmarizin
the LIC findings,

¥ T view of the foct that thore cre professional analysts
in ths Coveranment vhe spend ocnly o fractional part of thelir
time in research on specinlizsd aspedts of the Chinese
Commnist seoncmy, the nusber of professionals working on
this aven have been sxpresced in one-mon~full-tine equivnlents.

.
o3 -
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2. T addition, two gpeqifis gape in intelligence weve
svident in the praparation of this estimate os well as In the
peeparation of guch other estimaten as SE-20 and NIE-328

Gis

Tntelligenos on seaborne exports from the
Commmist bloe to Comamist Chine is inade-
quate. Without guch data it is Aiffioult,
if ot Imrosaible, to orrlve ot & reliable
estinate of the effest of a Wegtern-imposed
naval blockeds on Commnist China,

Toere conbimms to bs a serdcus gap in infor-
mation with rsspeat to the capacity and traffie
of the Trons-Siberion Rallresd as well as with
respect to the sompeting requiremsnts for trons-
portation over this reute., Obviously the lack
of such intelligonce progente u formidable
cbataele not only with respect to the preparation
of opbimates that ore primarily economic in nature,
but aleo with respect to those dealing with Chinsse
Commmist and Soviet zdlitary 1lities in the
Far Dost, Current estimates on the capaelby of the
zalivosd are admittedly probebly subjest to a 50
nh crror in elther giwection, Tt haza been

. soggepted thot mdditionsl information on the Trang-

r&m&'*’m ey be obtninable | " 25X
25X1

[ T¥me TAG represontatives SUESest THAL these
& be explored ns o specific collection posoi- 25X1

belity, The wepresontatives believe that 4t moy be -
possible to obtoin o more expert apreraienl of exlsting
avidence than hos yet hecn furnlshed. :

Additionn] evslysis is nemsaafy 1n the sopacity and
traffic of alierncte overlond routes from the Soviet
Far Cogt to lbncharia,
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FASURES WHICH CIA OFFICLS HAVE TAKEN OR MWILL YAKE TC CORKGCT THE
INTELLIGENCE DEFICTIENCIES REVEALED IN SE-27

1. The CIA offices have reported the following actions te improve
intelligence coverage in Comnmunist China, particualrly with respect to
economics:

2. ''he Office of Training is planning to establish a course
designed to develop competence in the reading of Chinese newspapers.
TH is also taking the initiative to discuss with production offices
in the Agency additional Chinese language training programs as
they may require.

25X1

e. 'The Foreign Documents Division is issuing economic reports,
resulting from exploitation, at the rate of about ten per mentia.
The source materials consist of 32 Communist Chinese newspapers and
a substantial volume of periodicals, nonographs, pamphlets,
and other documents irregularly received. | | 25X1
analysts are currently assigned to exploitation for ecounonic

information. The T/'O requested for next year would addlZl 25X1
positions.

25X1

he TAC agencies are being requested to submil new comprehensive
requirements which will define the existing intelligence gaps.

25X1
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h. ORR i1s shown in SE-27 post-mortem as having only the
25X1 equivalent of full-time analysts at work on the econony

of China., The T/0 submitted by AD/RR calls for Danalys‘ts
to work exclusively on this area as follows:

Because of the functional organization of RR the foregolng only
gives a partial picture. The new research program for 1953 now
being drafted will focus attention on all important sectors of

the Chinese economy and bring to bear the talents of industrial
and technical specislists to an extent equivalent to another
25X1 I:lfull-time analysts' time.

GUALNE B
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