Approved For Reléase 20 ‘ "

0™ TIA.RDP79-01082ATee

7 PAR BASE/PACIFIC BRANCH
' OPFFIGE.OF NEPORTS AXD ESTIWATES.

NWOTICEs This doocument is & working paper, N0OT an
FiTolal CIA issuance,. and has not necessarily been
ooordinated with other ORE produoling components.

It represents current thinking by ome group of
specialists in CIA, and is desipned for use by
others sngaged on similar or overlapping studies.

The apinions éxpressed herein may be revised before

£inal and offfcla) publicstion, 1% is intended
. . solely for the information of the addresses and not
© for further dissemimation, :

. . o O NEXT F-‘:E‘J‘éw D‘,;“ X
L R 2
COPY POR: © . AU 2

: - oL ) DATE
ﬁ | é ; L

¥
ok
E
E
E
k
ik
[

AT 1 K1

~CIA-RDP79-01082A000100020026-0

WRUs B




Approved Fof Release 2000/09/12 : CIA-RD 01082A000100020026-0
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FAR EAST/PACIFIC BRANCH

INTELLIGENCE HIGHLIGHTS WO, 36
12 JARUARY - 19 JANUARY 1949

23EGTION I, STUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS

In Eorsa, both the northern and southern regimes ere p;ivén priority to
the expansion of their armed forces (page 4).

CHIANG Xai-shek's tottering repime has lost North Chine and the fall
of Nanking end Shanghai appears likely in the near future {page 6).
Despite individual peace efforts on the part of many top politiclans, no
unified peace front has developed in Nationalist China (page 7). Meanwhile
the Government speeded up preparations to evacuate Nanking (page 7), as
top Communist MAO Tse~tung demanded unconditional surrender of CHIANG'®s
regime (page 8).

The Philippines delegate to the Pan-Asian Conferense on Indonesia has

been instruoted to do his best to presvent an'h:l-mn*bern developments (pege )._

Progress is reported in joint Malayan-Siamese pla.ns to olea.r their
ccmmon frontier of guerrillas (page 11).

Fremoh nogotiations with ex-Emperor Bao Dai have reached a oruciel
astage (page 10).

Indonesien Republican officials remein ademant regardmg cooperation
with the Duteh (page 11),
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The marginal notations used in succeeding sootions of this Weekly
("A", "B" or "C") indicate the importance of the items in B/FE opinion
with "A" representing the most important.
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} o5x6 SECTION IXI., DEVELOPMENTS IN SPECIFIED ARRAS
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PP OE A . BERANSICT Of oy 1 _Joresn r'e s : 1Y o l I‘.lm'bﬁt'
of indications point to an attempt to increass the North Korean military
farces both in strongth and mumbers, It is lsarmed thai recruiting quotas
for men and women in the 1825 age group are to be sst up and f£illad by
local People's Army county headquarters, Centers far the training of

navw recruits are being established, Confirmation of the oxistence of an
armored reglment hes besn xecaived,

‘R ity

It 18 significant thet securily measures ars reported in regard to the
accelersted recrulting progrem, Inductess are being cerofully screened
and only those in complete sympathy with the govermment of the Nerth

.Korean puppet state ars admitted to the ranks of the Peopls's Army. It

is highly posaibls that esrlier recruits showed scme evidence of dissatis~
faction and the sarecning mystem is designed to keep dissidents ocut of the
ozpanding Army.

The People’s Army 18 ocurrently estimated at 50,000 men, Any substan~
tial expansion will further drain the lsbar pool already seriously depleted
by labor eonseriptiom, impriscrments, the flight of refiagees and the
existing military force.

outh Xoresn Securite Fopas ) gg gt th. Internal and external
ats to the security of the Republic have stimlated Arny recruiting
and have esused an acceleration of training with mew arms and equipment,
The farmer Constabulery, now officially the Koreen Army, i aiming at a
strength of 65,000 men, (See B/FE Weokly #30) The eddition of over
15,000 recruite since 24 November 1948, drewn principslly from rightist
%guth groups, has trought the Army's present mumbers to spproximstely

» 500 men.

The Army is being supplied with infentry amd infentry support weaspons,
up to end including 105-mm howitszers. The farmetion of horse cavalry
units, needed to petrol the rugged terrain along the 38th Puwrallel, has
been delgyed in arder to concentrate on cammon and enti-~tenk companies
which would b more essential in the event of defensive engagements with
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EGREA (Cont.)
the North Korean Peopls's Army.

Aymy expansion has been conditicned by politieal consideratioms, There
has been an attempt to draw recruits equally firom all rightist youth groups.
Officer promotions and appointwents aro made in terme of provious Japansse
or Chinese military experionce and the individual’s influence in varicus
political parties, If the effort at balance is successful and all groups
foel thay asre adequately represented, the result msy be & dearesse in
existing internal political rivalries, It 1s mare probable, howaver, that
the struggle far political oantrol of the Army will contimus to the detri-
ment of its unity and combat efficienoy,
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B
CHINA

Nationalists lose North China, fall of Nanking and Shanghai
imminent. 7The Chinese Cammunist forces 0% Een.TI% Piao quietly

took possession of the important North China city of Tieatsin following
the capitulation of its defenders on 16 January. In consequence,
twelve additional Chinese Communist colurns have been released which
may well be utilized to augment Peiping’s present beseigers, thereby
snsuring the rapid success of an all-out attack against the city,
However, the Communists, not wishing to pay the price of such & blits
operation or to jecperdige their popular front appeal, probably will
not attack the historic city, but tighten their stranglehold instead
and force FU Tso-yli to meke a "deal,™ flse, or surrender, Therefore,
Peiping's capitulation can be expected within the next two to three
woeks .

After Peiping falls, the Communists will huve at least eighteen
additional columns for further employment elsewhers, The next likely
course of Communist action north of the Yangtze appears to be an
operation against ill-defended Tsingtso. The capture of Tsingtao would
virtuslly ensure the early fall of Taiyuan in Shansi, since Taiyuan's
major supply route is vis air from ZIripgtao, After Taiyuan falls: the
small forces of HU Tsung-nan at Sien could be dealt with successfully
by Communists moving south from YEN Hsi-shan's former domain.

In Central China the Nationalist's battle has been lost, The
Government is withdrawing its second-rate, hopelessly outnumbered
forces to a defense line along the Yangtze River generally extending
from Hankow to Shanghai. Meanwhilae, the Communiast forces of Gens.

CHEN Yi and LIU Po-cheng are rogrouping and preparing tocross tho Yangtze.

This operation will probably be in the form of a three~pronged envelop-
ment with one force mowving southeast along the Tientsin-Pukou Railroad
toward Pukou and Nanking, Another force would move down the Grand
Canal and cross the river between Nenking and Shanghai, thence turning
wost toward Nanking. The third force would move south from the Pangfou
sector and cross the river in the vicinity of Wuhu, thence turning
east toward Nanking.

In the Bankow sector, PAI Chung-hsi will continue to be success=
fully contained by Communist forces to the north of his position, When
Nanking falls Shanghai and Hankow cannot be far behind as PAI will
be forocd to make a d sal or withdrew southward when attacked by a
ma jor force. It now appears likely that the Communists will occupy
Nanking, Shanghai and all territory north of the Yangtze and east of the
Yollow river, with the possible exception of Taiyuan and Sien, by March.

Nationelist losses through combat casualty, capture, or defsction
during the past six months have been slightly over one million men,
their remaining combat strength is now estimated et approximately

400,000, On the other hand, the Communist armies totalling over 1,500,000
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men, of increasing efficiency and drunk with victory, are capable of
driving virtually unopposed, through south China to Centon by spring
thereby forcing CHIANG's remmant Govermment to withdraw to Taiwan.

Netional Government preparaticns to move from Nanking in the near A®
future have become incremsingly apparent. Canton is the probable
ultimate destination for most units, The Communists’ delay in pressing
on towards the capital has given the Nationalists the opportunity to
offsct a more or leas orderly withdrawal of the Government, in contradiction
to earlier estimates that the flight would be completely disorganized
and confused. Plans for the removal of the archives of various ministries
have been made and personnel, excepting key men, are reportedly being
given the opportunity to resign or to be evacuated from Nanking.
Preparations are also being made for adequate housing «:f the Diplomatic
Corpa in Canton. This more or less orderly withdrawal of the National
Governmont will make it more difficult for any accredited foreign
missions to refuse to accompany the Government to a provisional capital.
At the ceme time, the removal of the archives and ths dispersion of
trained personnel will keep the Communists from taking over an intact
administrative organization in Nanking snd subetantially increase their
administrative difficulties,

The lack of any organigzed peace front becomes apparent as more and new

more elemenis in Nationalist China try to bargain with the Communists

for their personal mecurity. Peace overtures on a group and individual basis; °

rather than on a govermmental level, have incrensed since the Communists
refused CHIANG Kai-shek's bid for peece at his own price. FU Tso-yi

in North China hes been engaged in peace telks with the Communists on

a regicmal basis. LI Tsung-jen, who had formerly sent emissaries to

the Communists in Hong Kong, is now reported to have sent two representatives
to meet with the Comrmunists at Shihochiachueng. PAI Chung-hsi, who

continues to urge the Generalissimo to seek peace, is reported to be
prepared to negotiate a truce with the Communists in ccoperation with

other rogional leaders in the Southwest. A% the same time, local groups
such a5 the Shanghai City Council are also attempting to take the inltiative
for peuce, All these efforts, however, arc apparently being checked by

a small group arouud CHIANG, including HU Shih. This clique continues

to urge CHIANG to hold out through the coming year, counting on the

outbreek of & Soviet-American war to renew US assistance to the National
Government. '

Implementation of the National Government's plan to use Taiwan npn
as an anti-Communist base is stimulating native‘Tgiwanese resentment

against Chinese rule. Recent reports indicate & continued influx of
Nationalist military snd civilian personnel as well as the transfer

of governmental units to Taiwan. Governor CHEN Cheng reportedly will

]
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be appointed soon as director of a Communist-suppression campaign in
Southeast China, Taiwan included. In their frustration over conditions
of Nationelist military rule, native groups may soon mainifest their
rosentment of continued US ajd to the National Govermment, for example,
the recent visit of US n+val vessels to Taiwan to unload US ammunition
for the Nationalist Arwy.

Dissident leaders confer with Communists repgarding provisional "pe
govermment, LI Chi-shen, head of the Ruomintang Revolutionary Committes,
as well as various Demooratic League and other minor-group representatives
have left Hong Kong and Nationaliat Chins recently, bound for Manchuria,
of for Forth China where a meeting reportedly is tc be held at
Shihchiachuang. These leaders, msny of them intellsctuals possessed
of slight political strength or aptitude, apparently feel the time has
come tc visit Communist areas and find out what their future role in
& non-Kuomintang, Communist-dominated provisional government will b?o
While LI avowedly expects to be "president” and others hiope to receive
posts et the national or looal level, some of the visitors are chiefly
concerned with constitutionsl issues. From the Commmnist viewpoint,
their chief importance may be in furnighing some basis on paper for
claiming eatablishment of a "coalition  provisional government,

Communists demand unconditional surrender of Nationalists. MAO I\
Tse-tung's official reply to CHIANG ¥ai-shek's New Year pemce proposal
was a list of demands which, if accepted, would amount to the unconditional
surrender of the Nationalist regime. MAO'S eight demands were:s (1)
punishment of "war criminals” (at least 43 government lcaders); (2)
abrogaticn of the Constitution (adopted in 1946 without Communist
participation); (8) abolition of the Kuomintang's "traditional insti-
tutions” (example: the tradition of dating events from 1911, the birth
of the Republic); (4) reorganization of the Nationalist Armies (pre-
sumebly their elimination, or incluaion in Communist forces); (5§ cone-
fiscation of "bureauoratic capital® (a Communist phrase which means
all large holdings); (8) agrerian reform; (7) abrogation of "traitorous”
treaties; and (8) convocation of a political consultative conference,
excluding all "raactionary" (enti-Commmnist) elements, and trans-
foer of 211 power from the Kuomintang to a "democrastic coalition"
(Communi st=controlled) government. There is no possibtiiity that the
Bational Goverament, as presently constituted, will comply with the
demends. MAO'’s reply, however, is not mere rhetoric. Whether this or
any successor Nationalist regime complies or no%, and whether the
Communi st demands are to be rsalized through peace or war, it is clear
that the Communiste intend to carry out thia program.

US Consulate in Tientsin may be isolated. The US Consulate-General gy
in Mukden has been isclated since early November when the Chinese

SEOREG
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Communist administration closed down the Consulate's radio, A Come
munist spokesmenn in Hong Kong recently stated that the question of
oommunication with the US Consulate in Mukden "is pert of the larger
question of the US atiitude™ toward the fortheoming Communist-controlled
government of China, and will "depend upon the course of US policy."

The U3 Consulnte-General in Tientsin, as of the second day of
Communi st ooccupation, rstained the use of its radio and consular
personnel had complete freedom of movement, but the political officer
of the Comiunist forces told the Consul-Gensral thet "as the US
does not recognize the Communist goveroment, there cculd be no formel
official rslationnhipa.” While the Communist ofricer did state that
"informal friendly discuseion” and presentetion of grievances "would
be welcome at any time,"™ it is quite poasible that the Cunsulate-
General in Tientsin will lose both the vse of its radic and its freedom
of movement, and bocome as isolated as Mukden.

Arrengements for resumption of Sinkiang-Soviet trade, embodied wg*
in & new Sino=Sovist trade pact, will socon be put into effect, according
to a report from the US Consul in Tihwa. The fact that {ihe USSR
has cooperated in trade arrangements on s govermmental level with
Sinkieng represents a major devolopment in Sowviet policy toward Sinkiang.
Sinces withdrawal from the province in 1943, the USSR has refused to
conclude any commercial agreement on whatever teims with the Tihwa
Government., Resumption of trade at this time indicates Soviet approval
of the newly appointed Sinkiang Governor BURKHAN and will greatly
strengthen the pro-Soviet provincial coalition government which is
expected to result from BURKHAN's appointment.

In exchange for the renewal of Sinkiang-Soviet trade which is
vital to the success of any Sinkiang provincial regime, the Soviets
ere reported to have secured Chinese acceptance of the Ashan zone
of northeast Sinkiang. Outright Soviet annexation of Ashan zone
would represent recognition of what has bsen 8 virtual falt accompli
for the past three years, Since early 1346, Ashan has been completely
Soviet-dominated and a mining expedition, guarded vy Soviet troops,
has been asctively mining wolfrsm in that aresz.

Hong Kogg,begina direct trade with Chinese Communists. According wge

to & late report, & Norwegian freighter recently departed from Hong
Kong bound for the Scuth Manchurian port of &ntung, Other reports
from Hong Xong indicate that a modest commerce with Manchuria, vie

- North Korea, has existed for saveral months, Chinese merchants in

Hong Xong have visited Manchuria, according to these reports, ' in order
to make barter arrangemonts, since Manchurian and North Xorean currency
is unacceptabls in payment. Official figuree on imports from Horea
from September through Novembsr total NX$ 20 miilion, a2 compared

with HK$ 14 million for the first 8 months of 1948, thus suggesting
that indirect trade with Communist Manchuria has been g oing on for some
time. )
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PHILIPPINES

ino dictates cautious policy at Asian Conferernse. Philippine nAR®
policy at the New De confereme an0ATy, carried out ascord-
ing to the instructions of President Quirino, will be cautious mnd de-
signed to discaurags the formation of an anti-western bloc, It is probable
that Carlos P, Romulo, the Philippine delegats, who has promoted the idea
of a Southeast Asla union for several ysars, will hold to the spirit if
not the letter of Quirino's instructions, Specifically, Nuirino is re-
ported to have instructed Romule, (1) to promote the matual interests of
Asiatic countries within the framewark of the UN (2) to avold ereating
racial bitternees between Asia and the Test and (3) to organise with othar
Asian countries for the halpful support of depoudent peoples sesiking the
right of gelf-determination, President Quirino earlier had told US Charge
d'Affaires Loskett that although the Philippines sympathizes with Indonesia,
the formation of an Asfan bloc should be approached with eaution and, if
formed, its sstivities should be wimely directed lest the East turn againat
the Western Powers. He said he expected to instruct Roamulo to eenduct hime
self quietly and to let other sountries "carry the ball." .

Romulo will probably emergs as a proainent spokesman at the conferance.
He is expected to take a strong stand in favor of a regional bloc which-can
exert pressure upon the UN, but he may also be depended upon to counter,
as much as he ecan, any anti-western inclinations of other delegates,

INDOC HINA

French~-Vietnamese negotiations at decisive stape. The Fremh negotia~ FAW
tions with Bao appsar to bs reac ac . A 13 January French
Cebinet meeting was held to formulate instrustions for Frensh High Commis~
siocner Pignon who interviewed the former Anmamite empsror in Cames on
16 January., Following this visit Bao Dai announced that he would study
the French Govermment's proposals far the conelusion of a Franeo-Vietnamese
agreement, Then told that his praupt return to Vietnam was desired by the
Frenth Government, Bao Dai reiterated that this move would depend upon
French satisfaction of Vietnamese aspirations., In this camection, General
Xuan, president of the Provisional Central Coverament in Vietnam, recently
stated that although the Vietnamese population "ardently" desires the ex-
experor's return, such actlon 1s subordinate to the fulfillment of demands
for real independence. Thess demands continue to include Vietnamese cone
trol of the Army, foreisn relations and finances, ineluding establigshment
of a new currency which will not be tied to the Fremeh frane., The French
Overseas Minister in catrast, has stated publicly that, although the new
Vietnamese state should have full internal sovereignty, there mast be a

bl
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INDOCHINA {continued)

certain limitation imposed on external sovereignty "to assure the coherence
and efficacy of the French Union.” It is apparent that so far as Bao Dai
is concerned, the decisive stage in negotiations has arrived, ¥While the
French remain optimistic, there are no indications either in France or
Indochina that an agreement with Bao Dai can be reached which will in

any substantial way improve the shaky French position in Indochina,

SIAM

!

British and Siamese cooperate on cantrol of insurgent bands. Efforts "R®
by the British adrinistration of aye to effect closer Siamese coopers-
tion in the cantrol of Communists and bandits on the Malsy-Siam border ars
meeting with some success, A joint conference held last week in southern
Siam resulted in a nine-point agreement which established the basis for
exchange of information and maintenance of militery liaiscn. In addition,
the Siamese have been invited to send & graip of officers for jungle war-
fare training in Malaya. A subsequent conference has been scheduled to

25X6 discuss a Customs program for the common border.

INDONESTA
Duteh fail to win support of leading R?bncans; Statements by mAm

aaciema

interned Republican Premier Hattz who was visited on Bangka Island by

the Security Councilts Good Offices Committee, econfirm the Republicts

will to resist a settlement on Duteh terms. His stand, and that of other
officials; indicates that the present Republican poliey of guerrillia
activity and noncooperation on a political level will be emtbtinued. For-
mer Premier Sjahwir, released from internment in Sumatra in order to eon--
fer with the Dutch Prime "inister visiting in Batavia, told Republican
colleagues that he had accepted the Dutch invitation only to obtain infor-
mation on the internal situation. A few non-Reputlican leaders, while une
willing to opnose the Dutch openly, have agreed to use delaying tacties to
prevent the immediate establishment of an interim federal government, The
Premier of the pro-Dutch State of East Indonesia, who has the suppert of
Republican sympattizers in areas ocutside the Republic, is one of the leader:
in this movement,
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 INDONRSIA (continued)

The inability of the Dutch to securs campetent persamnel with whieh
to staff an interim government, together with an inerease in the mumber
and intensity of Republican guerrills attacks on Dutch commnieations
and properties, will cause considerable internal pressure on the Duteh
at Batavia, Fxternal pressure will cantinue to be exerted by Far Eastern
countries at the New Delhi eonference, and, perhaps, by Security Council
action.
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