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Lok

LCAFE concluded its second scssion in dugulo on Deccuber 6 ufter
udo;tmg f. com,;rcuenulvc srogran outlined by the US for econoric re-
habilitotion of the lur .&st. & port of the outlined plun, adopted
over visorous LO0H jl"OuC st, provides for «. cons sultebive crrongonent
vevtien Lhe comndssion ond conirol \.u°“0£'lta.k;.> in Japen wnd sorcu.
The Uil medrteined thal ib wis unneccssiry to ‘.(.L . o consultative
frouewors for ..orec cinc. bl counbry s "scon" to Le iunuepcnaent,

It ha vuen u-Lv.uCisu.u-,Q st the r»lﬂtlo%'u; of Jupun Lo the
other lar isolorn counterics .‘ou._u we . serlous stusvling Llock on
the LyocnGe of tnic vcssion of LCAlL.. .ctive consiueration of tids
subjeet, howcver, ks l-ruvu.altvuh uy the protructes wobites over nem-
bershijs to tlc Cowdssion.

sino=leleyen Affiirs

The Chinese Choirmon of Lverscas Chinese affuirs Corndssion on
5 .ccomber e:.;.naum concern over the now cruft constituticn of the
poluyun Union. 1he Chinuse cl.im the censtitution ls discrivinctory
to the Chinesc in ialogc.

SLURILT LIVISIOH

Japun—— oliticul
Betuyine Cebinet Cricds Glves Iiotus o -‘\)onacr:a;tivm rend in

viet. penysling wivu.r the Soclelelerweratic iwrty ovie o succassor
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to agriculture ..inister Hireno who wis cisudsscd werly in Hovember

by Irecier .atuyup comuincd with ¢ breckdovn in Democrutic party
diseipline over the passuge of the OStcte Coal Control i1l has brought
into clewrcr focus ¢ conservutive trend in the Lict.

althouch the reecnt rif't ovcticen the etion.l Fursers! Union
wnd the Jojin Parmers' Union, risht wand lefb wimg clenents respoectively
of the soclel=Lenmocratic rurty, over iiruno's succissor has becen ten-
oririly potehee uy', the vesic censcrvuetive cutloos of the Unutionzl
Fupmerst Unfon wou its dissotisfoction with the jurty still rcucin,
ohoulu fulwre dlse roosents . pisc the oprgeniwution doat entertuin
an invitetiorn to Jjoin & cunservetive conlition. The conscrvutive-
minded ieoples Cooper.tive iartv, once of tuc govurnnent ccilition
porties 3 lso book & strong ctunu on the subject of iiirano's successor
anG coula possibly e induccd to doin nes consurvetive party.

After the beuoeritic iarty, snother of the jreesent coulition
rerbics in thw cwodnct, bed rocched o deelsion to su; ort the Stote
Coul Lontrol ill, « right wing fection rofus .d to whola the jerty
position. Uncor the lewuursiip of _oron Shidetuar:., the dissicent
menbers hove formec & newy Lieb greoyp, the voshi Zai. The possibility

nov cxdsts bhist the Loshi hail Ly Join with the Liberel tarty, the

zost conscrvilive porvy which is cncouriging obher cuti-Socialist
forces in tae Liet to form o conscrvative bloe callec bne lationel
Salvetion larty. oSuch o cowlition could concelvalbly cuct the Kutayuna
Cabinct through « vote of "mom~coenfiacnee". This trenc, houevor, does
not neccssurily jreszpge on irmecicte chenje in the (elinct. Liberal
Ferty Iresicent Yoshide, the | rouuble successor to .atayrs:., shows

a rcluctunce to ascume resjonsiidlity for Jap.n's procont econorde
[roblens.

Japin=—-..conoric

Reperctions. The UUSH hts rejected the US jroposcl .oforce the
130, which wuB uwsignea to brean the acudlock on division ol Japenese
incdustricl feeilities s reparevicns, o stelozatbe oo oriven over the
inebility of the repaerctions sub-comuitice to wgrce on @ schiewule of
perecenti ¢s Tor the eleven counbrics concorncd. dhereujen, Lne US
projosce o seacdule vhich would oive esnch country o sonediut smeller
percento e biven 1t nea dtherte agproecd to wceupbe  sor Its e TT,
the US woull racsive 2€ icrcu_t, cut ¢ tads, LY jcsgent vould ve
held s o Mddbty” for subece uent clsleiunilon to the otiwer ten etions
on Ly wisls satunlly arroeccibic.  Sbh Lo G080 pogeculon, the US
is swpriving tu seewrs op;rove 1 of the other F.C eountries.

Yhe rofuscl L) the Ul to wce [0 the Litosot US .rows 1lis
srowzuly Lnolier ooviet teclic to L.ewy scbtlencnt of ihe o opsiions
P POLLGH, o Loy Tector In ohe slowlest of cajpidits. econoriic I't,v.t.vi...].

To the LLiil, celey in tlwt revivel necne, wiong other things, contin-
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wution of druin on US occujution funds; dev..lopiwnt of vitterncss on
the jurt of the Jupunese Lininst tle US oceup.iion wuthorities; und
ceintencnce of uncurtuin coononice conuitions shdeh serve os o fortile

cficla for Jujelisse Coiiunict | 2ojacndioe

ceonorde wevelojiert. Two Lills hove buon (w8s o v bhe idet,
which ure of jajor injortence 10 Lic Jujinesce e€Conofy. . ascugs of
the Acte Suol vontrol Bill roprcsents the catuyari Uovernicntts
only succcsu in the current scssion in putting vhrough ingortent
lezislovion uhieh is designeu bo revive tuc il ing indusveicl
structurc. Jne eo.l shortugc is one of the cehiei cuuues ror tiac
fuilurce of Jduzunese inwustriclisis Lo ctiedn @ level higher then 45
peresnt or e 1950-34 level (the perioa which the r. € dewis tae
stenuerd to te sougnl for steole econony)e itete control of the coul
incustry wes rolb by ohe saloyuic Covern ont Lo bu the wnsuer to
the comploints by the cowl comypunies thet they hod neither sufi'icient
cupdtzl funcs nor other resources to exand their | roduction. Con-
siacrable op;usition to the bill rce the Governent iclé to crend-
ments vhich tune to preserve the osition of ihe rine cincrs wnd
operators unuer & Lirdtod stete control. ;

Also passed tis the econuiile csecntrilisation Lill, which pro-
vides for s, Litting Jepancse cowjnics into srcll units cnd contedins
provisions wiileh wre inlundud bto prevent contrel oy eny onc conjony

cover more taw.n & winor portion of the Jupznese econurys. The bill

is & mujor step in LCilts jrogrom to acolish the -aluetsu «nd to
ensure tac denii.l of opportunily for rovivel of jiont cuaniines whose
wolicies pignt lecd Lo iuture oppression,

Foreirn frede. liggotlstions between SOl ang o benking sroup
for finw.neing cf Jipencsc imports ond ex;orts througn o revolving fund
are 5till in  rogress. Under tids lun, LCit would | led e §137,000,000
in Jupancse _ola cnu juwels &g security {for ¢ self-li-widuting loun,
iost of the groundirork for the loun hus ceen cauleted, but cectuin

lesul cusstions raucin e by resolved.
Lorea

The recent currcncy conversion in Horth loreu scrves s further
confirziition o the cxistunce of & Suwict plin to esticlish therc un
indej ontent goverment, os & leg:-l obstacle to Imypla.crntition of the
UKGA rcesolution on sarca. In adeition this tep will render more une-
gteble the prosent criticul economic situsition in South Keoreo,

erioc of zboubt Iive
uct conk of Choscn
the Lerth orcan

eginning 4 Leccnmwer anu contimuing for a
G:ys Joviel cccujution currency «nd Jepuncse-iss
notes wore exchon;ud fop nov currency issu.d by
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leoplets Council., Indivicu:l jersons vivre permitted to exchunge 200
won, «nu heuds of furmilies 500 won, ¢t the rete of onc for one. 4ll
execess currency hud to Lo deposited in stabe benks where it will be
frouen for wwout tivo renths, The umounccuent of the conversion
procipitotod o buying ponice which wus hv:lted only by restriction of
truding to stite-ouned stores and by the recuction of [rices ot thuse
stores to wbout cne=tenth revious levcls.

The Horth oorean cople's Council hzs recontly uircctx,d the wrodit-
ing; of o "Herewn® conctltuiicon und the prcperetion of « leg .l code,.
Jien Uhicse Lewsurss are considceced wlong with the currcney conversion,
it beecomes cpperent tint the USuil is yprocceding with « ;lon of es-
tablishing o legel busis for reco_unition of the Zorth Xorcun juppvt
regime as the inue; enuent government of dorec. This would cluupr the
way for Soviet troop witharcww:l. The new currcney vwes issucu uy the
feoplets Council of ilorth lorca, not by toe occu;.ut:.on subhoritics,
anG tuc conve.sion pewsurs wus hollet oy (adio 1yon¢_,,{.:nu u8 w pove of
Ugreut politicul significunce in see-lercting the forrition of a
Uniteq sorcun Govarnment®, It is not clucr whother the prelivinery
ftnic wus purt of tie Soviet plan, but tie subsequent reduction of
rriccs vus vesiyned to have o defl:itionery and stebiliuing effect on
the dorth horcun cconomic situition, to cunvince tiac ; vople that cone
version wis o oprulescvorithy sewsure wnd to instil euniicence in the new
currency issue.

The uncertein conaitions of relese {no rute of exchange for the
frozen deposits hus yet been announced) will incuee riny Horth Koreens
to hourd .ung of Chosan currency for illicit jurcncscs in South
dcrew vinerce it is still negotiuule. This will result in o gecut ine
flux of currency into South rorce which will ceccler.te tie inflation-
«ry s;iril wnu encourigc speculuaiion. dunk ¢f Chosen notes turned
over to the ilorth sorean govermsent for exchunsc cun be us«d : s funds
to fincnece < cnts of Soviet jolicy in oouth horcu. There aure no ins
rediutely eficetive teusures which -Jyxricun occupetion wuthoritlies cun
adopt to helt bnds ecurroney influx, . :

Accorainz to press reports Lhe exchanye rate will ve announced
oy the Jorth worcun re; sive on 4 reorunry. The Feoplets Council is to
qeet vl thet tine and the new "horcan” constitution will c¢ presented
for iis g;urov‘.l. Hence it is reusoneole to conclude Lisat the Sovieus
hieve schoutlou the cory letien of thelr jreporatory wopk in Horth Horewo
for the vepinning of #evrucry. .ecognition of the "les.l" und "indo-
renaent™ governiont of Korce enc vhe withurewzl of soviet troops, if
deciuud upon by the srenlin, will yprobebly teke jlice ot thut tiue,
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CHINA DIVISION

Mlitery ¢
Coznmunist pener<l Chen Yi hua moved ndditionul units scuthvrd

over the Lunghui reil line wna, according to press roports, has launched

«n wbtucik on .eifeng, tmte.,_,.;cull‘ irjorwunt lation:list roil point.
tesnehile, “du Fo-chen. ixs moved westinrd ceress bLho ing-hin roile

‘ro.d ws lutioncliut ;mwum cn his wvapienstin usas continucs. In

Shintung, terrcrist cctivity uy the Cormunists said to be dariving
addition.l mi’u £68 into tetionnliste-hela c.ﬂ.ies. ‘ihe nuber has
reached 220,000 in and wrouna Tsingteo, where the refugees scrioucly
encuner the c,,t,/'s coministrotion. The Huticnuliiots finelly opcned
to troffic thie Tsinun-tuhou sector of the Ysin-pu reil line on 11
Lecemnber.

Internsl
The Chinese huticn.l Govern cnb s nel yet amaounced Lie resulis
of tac elecciion cuatucuou on r..l-»v) oVCrLCT to ciuoose eners of the
inbilonul assenily, tine wocy whi h, with its el.etion of thc irecicent
oi‘ the ..e;uull\,, will jul into effeet Lhine's new coneslitution. The
gifficulty of cebom ‘-.Lnluu the cxtent of drerity ropecsont tion, wne
Lhe ;rouvler ol - .int.ining the fiction L A tae new Governsoent will
nave Leln luu.Lrl C-LL.L‘L&:\., ere fociurs winleh wre jroocbly cous.l to

the present in.ciicn. In vicw of Lhis oolay, the Govermient 11

proeocsly jost, one the cunvecwbicn of vha ,;g‘.tiorﬁ'.l &oenbiy wntil love
Februury or w.rly L.\.rcn, ane will jromulioate o rovisional statutory
Lows Lt w11l we eri clive wuring the inteodns ;crluu octveen the ex-
piriiion of Uhe veldcit, of Lic uratt constitution of tie Luonmdntang
ant the tdue ol the cor vmin_-; of biw . ztionul Asse:bly.

The anti-US jroje ent. of Lie Chincre Cormunisls——icoun in 1944
upon U3 Auwesscoor durley's dep rivr. frow Chinte-iws continued for
thr.c ge.rs, growing stoecedlly Core violunt in wercr. "Lojericlist
butchery" anu Muzpressive invesion of bre swerec ceill of thina....in
lewjue with the slavish troitor, Chieng sed-shiek, erc sam, loo of
roeoit vonanist inveetive gircetee sodnst the U8, This wecs, voth
US Anbesoecor cluert anG an expericncea newspij.er tun wve pobsd btiet
this Co.sunist yropocanc: is seving o orieo cifeet on Chinese jublic
opinicn, cspocd diy wrony Chincoc tUniversity ona inbollecuncl grou;s.
Stucrt exproscoo vie cpinion that tiw uu.mc ctetern infor iion Loere
vice in Ghine shouid c'*‘ 2 oh a positive jrosran to dunonste be thot
the Lofh is vhe rol diyerd dict pover in the Far wus

Approved For Release 2001/08/26 : CIA-RDP79-01082A000100010041-4



—

-

Approved For Release 2004188/26 : CI\A-RDP79-01082A000100010041-4
i
xternal delutions

Unconfiried reports from China, dated Letouer 1947, inalcute
soviet=lolisn coope.ation ana plans in Chine, The Sovict is roported

to be bucking lolish reglstratlon and repetriation, wliile iolish oftigle |

21s ure Lo curry on the work of souwe Sowiet officiuls in event of @
diploratic breuk vetween the USSR and Chine. ‘

The Chinuse Foreizn Ufflce jrotested on 9 Lecember to the british
imoussy over the éviction of Chinese pesicents of L.owloon, claiming
sardnistrative jurisciction. The sritish apdbusscoor, in o leuters
interview, ey; luined the eviction by suyiny it wus purely acdmini-
stretive and note in the interests of health wna scfety.

voononics

The bluck kurcet US doll.r exch.nge experienced wild fiuctuations
for the thirc ccensecutive weeik., The rite soured from CNC 133,000 at
the beginning, of'the week to 160,000, then droppud to 142,000 on 10

Decenbor. Cotnoci v jrices sourcu projoarbtion:iely despite the governe=

sent's efforby, tu iwld ;rices deowne 1nds uphouvel wus | rizarily
causkd oy the lssu.ncc of pew Llur: e cenominetion nctes of 1,000, 2,006,
nc 5,000 Cuslons Gold Unilu, ewivelent Lo (10 20,000, 40,000 and’
100,000 reported relewsed in Shenghel 10 Lecembers The jrovious
Lirgest note wes LHC 10,000, Cenercl oluck murket transactions ecsed
following jressure on econonic jolice wnd Low enforcemsat cigents to
erecic down on under-covir G.:xlings. Theve new nole isvues will boost’
the totel cwrrency in circulition to wnother r.cora acight. Total
issue wus CNC 28,061 billion up to 5 Leceuber, corjarva with 3,726
billion in circul.iion on 1 danuery 1947, -t this rote the ancte in-
crouse for the monbli of Lecomber is enjecteu Lo Lu newr the loveribor
percintege of incow.ve, wihdch wes 26 percent over the previous month.

" It is rejortea thet tne lation.l goveprwient ;l.ns to ifwrnish wll
cotton to dorestic :ills, tuke tne finished yurn onc cloth, ona give
the rill operutors o roasonuble prorit. wotton, which is one of the
fuvorite spucul.iive cuwcalties, is an exbre.cly scurcy item in
Shanghels This woult be anotner otep uy blie goverrnient to ungege in
grivite Andusiry. Jecsusc of the CLrk jrou;ects in pusiness focovery
sois induslrielisis arce reyortoa leoving cmnghed ve open nills in
-ong aonge -5 cohcitions worwen it 1s exjocied that rore incustry
wild lewve ohunghed. ‘

rinercls ,

A tungetlen ore jrocessing lent, prowucing 50 tons {concentration
65 percent) wontaly, is reported locabed ln Hong dong.  Yegotiations
are under discucsion Ly « US firm to jurchise the ertire outjut. The
US3R hus acaulred for some time past virtuelly the totzl cutjput.
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Trunsport.-tion .

Trein service petieen Tsinen w.nd iukou ves r¢;orited resumed on
11 recurbur. The Ludken=i elping line is open .t prusent, itut the trip
requires rour diys. wess bhun & percent of Chinu's riiluuys wre now
open to trofiic.

SCUHL AT LIVIGICH

austrelia

roliticel., Following iarlicuentery pussuge of the bill to nution=
wlice the Lustruliun Luniddng sysiem, bhe Governients of woutit Austrzlia
and Victoris joined the privute wvenks in uppecling to the High Court
for un injunciion recleeining the Governuent from tiddng over the
benks until hewrings on the Constitutionelit, oif Vie .eusure could be
held, -

The srhve iinister is sceding on wiena ont to the Gonstituticn
to ,roviwe Lor percanent Governnent control over renbs L prices. .
4 pelerencuws, required for such on ivienc..ntb, ls seacauied for iuy 1948,

vhe Lavor Governrent in Tosmand. receoiveu o sevurc scbowci when
Ireler Cosirove wus indiclew ¢n cina.s of corruption. If the Cp~
position rorcus un election, us it 1wy well Go, 1% is unlixely thet
Lebor would ve returnes to ofiice. \

weonordics 511 doll.r injori licunses were cuncelled in line with
the 3G 10 oritiin currency conservotion prosrati. wxee, bicns to the
oruer horc biwwse coveriny @oods (a) shijped wetore 41 veulober; (b)
shi; ;eu unacr irregoct.le letter of credit; ond {e) llsteu ws huving
hish priority, such =& replucumont purts for inuusiriid pochineery.

Adcitionul cuts in inporis of cuto ciwssis, tobueco, newsprint,
gasoline, anu file remitiences wcry wnnounced. ’

Australicts dollur josition hos been worscnee Uy bhe spreac of the
Tally Clerks striie, which mes hela up wool cxjorts thus cutting off
terg orurily wr i, ortunt source of dollurs. :

Burp, .
Fossible iyo-Sociulist S;lit. Listrict leuders of the feoples?
voluntiry Crgenicttion, (iV(), & sepdmilitery gro; originully ins;ired
by Aung 3an enc one of the two jrineljal clements of tie Anti-Fascist
Leusue (AFL), cre meeting in Zangoon to consicer the ratific:tion of
the mer.cr betwcen the 1VG wrd tae Soclelist iorty, the other irgortont
fucidon of the AlL. This soclilictepropoced we.gur s bo veeome the
Mersdst Lecguo, designed to replace the olT, 08 the condnunt jolitical
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orgarisation in Swrma., ferly reports indic: teu whel the mersur would

be rejocten cnd soel.liste ratoved from the jovernsent, however, the

Sociullsts Loter uppenred to dbe regeining some pround when it was ree-

ported tiut Lie Laraist Lew;ue was still under consideration, and thet

the prescnt cuoinet vould conbinue in office until atout 4 Janwary 1%8,
(Burmose incujenaepce awy, ab which time VU nominees would rejlice

soue of the sociclistis,

oince Aung San's ucath person.lity clusies kve develored within
tho AFL over the cuestiem of lendersiip. bLyaw Nycin, the aublticus
Socinlict llome linister, in perticulsr, hws bLien untiring in his efforts
to dissolve, or at lewst recucc thc efiecbiveness of the : V0. It
therefure y‘ppaurs thut this aceting is « V0 muneuver not only to cone
solddate their own orgunleation, bubt o juin }ol.‘.t-cal dominence in
Burrae at 'bhc ex, ense of bl toelelist, Sinee the 1VC his o virtwl
monojoly of tue FPL military streng cth tieir ;olicles will undoubtedly
provell anc ii the present ;;ituhtz.on, pre ,;11, Les o showdown with the
Sociulists, thwre exist three 105511).‘111‘0.’&.(,8. First, little or no
cuenges Will wo mtwe in Lhe present vorikdng o redent woitneen the tvo
Froup8. Lecunu, in orter for the vociclists to rucin in the govern-
seab they may heve to ccegpt o subordinutce rule, jossivly to the ex-
tent of losing their jolitlecl icentity as socialists, in « now Orsu=
nluvation. Thira, the coelalists ri.y be eapelled by the FVC vhereuj.on
they ney wttergt to join forces with the Burme Cou:mist barty, the
less doctrlnairs of Surmats two communist jorties, or ojerite inde-
;mdcntly in ujposition o u VU eccontrolled overnuent., If, in casc of
such « split, the VO fulled to cadnteln its solddepity und o firm
grip on the govermaent, Lt io poseible touit toe Burresc politicul scene

wWill % ke on the fon .illc.r pi-itern cf nuserous jolitical partics which

evolve pore Luoub ;ersonclitics tien polielces. Uf these three possi-
vilities, the Seconu appears biac core likely, 1. e. u cowyronis. be-
tween the VL and Socleiists vncrewy the Scociwlitts will reludn o
curtiin suount of influence in the gov..rnuent.

Slan

Les Iltb cliime thot the wdlitery has been comjletely sojarcaiud
fron Loe Sicncese | rovision.l goverrrent, in acecoruunce with US and
Ui intirptions of clepleusure ob o1iitory control, the Cliwese Arny
continuet to .rp on the "Coimunistele; ublicen nenice" wpuinast which
they eliik to xve cebou, in jurt, Lo estiolisch the precent government.
This is the gereral line of the pruv.ur. carpodgn bo gein US recosnitlong
anG the fecb v b toie argy 1o s0 dnedotont on ihds jpolnt incicitis the
politic.l piturs of ke ‘th cent wdilitury sutherivy, whetier it ls
ryithdrewn fron jolivic. or :oth, Stalecernts oy lewdurs ol tue regine
cleurly incdcute bLuet tac inctipeiors «na leecers of the Hovenwur
cou. dictat Lelieve thi.l fhds new rogime, oricnbea to tic oi;al wna
inclucing men uanown for thelr antleconaunist stond, will succceu in
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winning sujjort wine recognition yrw: the US. Thails belief wes ord still
iz buseu prioaaily wpon US efforts te counter comwunisc in luro;e and
Chin, ..o ZigLliientet o bhe Irwan voetrine wnu bl [wrshsll blen,

TG couwp oy, wekioving tact oion con ofiop o prect teel s oon
Loti-comsunise conter in asic is otleng ting to crecte bie i rezsion
Laet biey (L. . Cclou in gecar.nc. vith soericen icecdis", ong to this
CLG eV CondyuG Jied Frird, Jdder Stetesiig Soonsor ol U ex=govern-
senb, who Lue Free Thads with Lelng &« comaniot thre.et Lo Slum. Col-
Luwor ticn wita bie chinese vocanisbs in Sicm onu Loe Jlebnen ds
wlso whbtrdvuted to the Free indoe Taele fozonte hove sisinter;reted
cha wic. ly juolicizae ws o« "Livtle lershedl Flen™ o swgcotion wy
v US deles we, LCai., Ul v eieht slitie cowntry roowe ting ic ghould
grcadne lte cconaurs to deternine its oeld=hel; cuycuilities.

It is veldeven thet the [ rosent regime will coenbinuce to cdvinterpret
US policy in.reg.ra to Jian ene tint they will occune inerecsin iy dis-
suticiicd with thw US position oo they leel thot thcy cre liple enting

it in .sic,.
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