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 OFFICE OF REPORTS AND ESTIMATES, CIA
FAR EAST/PACIFIC BRANCH

-CONFMDENTIAL™

GENERAL

Further evidence of central direction of FE Cormunist aotivities
e ex.stence of some form of centralized coordirating committee to
direot the activities of Far East Commmist parties is now well established,
/ It is believed that one of the early plemary sessioms of this committee
toock place in Harbiln, r&anohurizaléx%u)x('ing January 1948,

It has now been learned, [N - ¢
representatives from the Chinese Communist Party, the Mongolian Peorles
Republic, and North Koree held an 8.day session with Soviet representatives
in Harbin in mid-April. Chou En-lai, who reportedly acts as "foreign
minister" of the Chinese Communists, and Khalin, former Soviet Consul General
at Shanghai, are reported to have been prcsent; and the alleged purpose of
this meeting wes "to shifdbX¥HeX4ocus of the Far East Cominform from )
Vladivostok to Herbin,"” ma subsequent meeting,
held 19~22 April, was also attended by representatives from Japan and from
the Southeast Asie countries. A third international Communist gathering is
repscted o have taken place at llan Bator (Urga) on 10-12 April,

cites a Chinese Commmist
newspaper as saying that representativec of various Far Bast Communist
parties (of these representatives, only Chou En~lai was mentioned by neme)
are due to meet late in May at Khabarovsk (425 miles north of Vladivoetok).

Meanwhile, there is some recent evidenoe indicating that Far Hastern
Communist propaganda is developing & more internmational "All-Asia” flavor.
Japanese Commmist Party backing of the recent Korean demonstrations in
Japan pave that Partv an rocoasion to air its views on US "reactionary
and imperialist®™ policies in Korea as well as in Japan itself., Moreover,
within the past few days, Chinese Communist propagande has voiced strong
charges that the "reactionaries™ of Korea, China and the US have been
conniving to dispatch 50,000 South Korean youths to Nationalist China, along
with "US-type equipment", in order to give them actual combat experience
against "the Chinese people”, and later fit them into "reactionary South
Koreen armed forces against the Korean people." Finally, the Communiste
ocontrolled South Korea Labor Party reportedly issued & set of "Gemeral
Instructions" during March, whioch includes the statement that "the war in
China 18 more important than the situation in Korea (and) a study of the
Chinese situation is imperative,"
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Corstitution adoyted in Morth Yorez. OUn 29 April the orth “orezn
Feople’s Council adopted tne "forean uevocratic ieople's Heputlic
Constitution", sublect to "final avproval of ap all-orean lo isictive
gssenbly." This lindtation leralisticall ~ives the UniR protectior in
case of international ¢hallence that it has tuken unilateral zetion in
Korez. 'lowever, the terms of the Constitution itself provide for the
establishnent of a "Denocratic Pecplet: Bepublie” in Lorth ¥orea until
sucll time as cortrol can be exterded to 211 of Xorez. ‘loreover, the-
Oenstitution merely lerslires the irstitubions 2)r ol evistir: ard
orerative in Yorth Korea. ierce, asloption of the Jorztitution at the
rrecent tine means that, for all practical ;urposes; a "Democratic
Teople's Herublich has beon estabi’sued eltiough the "final approval”
loophole 'makes it appear that tie status of the present lorth Korea
Government remgins unchanc=d. Actually the wz, is now open for formal
proclemation of the new regine at any time. lorsal ammouncesent and
Soviet recognition will unguestionatly awalt the political cemvenience
of the USSR.
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CHINA

lilite,

ﬁre Commnist: forces in lLanchuria are still concentrated in the area sur-
rounding Ssuping where they rermin inactive despite the fact that (L) they
carpleted their regrouping and resupplying several weels ago and that (2) mud
and flood are no longer a reterding factor. US Consul Generzl !'ukden believes
that when the Communists do strike (and it should be soon), their activity will
be in the form of a reconnaissance in force designed to probe out Notionalist
weak spots, The eventual rain attack my, therefore, be directed at the bee
leagered Hationalist bastion at Lukden, where the shortuge of food is groving
more menacing each day, or through the Chinchou sector into North China, Pres—
ently, there is some Corimnist activity in the area north of Chinchou while
reports indicate that a Commmist attack, on a limited scale, has already been
launched on Tongshan, irportant station between Shanhaikuan and Tlentsin, on
the Peiping-iukden railroad.

After a lengthy siepe, the Communists finally captured leihsien, key cen-
trel Shantung city, vhile fighting in Fu Tso-yi's Narth China area was largely
sporadic and inconclusive, Shensi Province wus the post active theater of the
civil war last week; in a move described by Marshall Ku Chu~tung as castinga |
"dark shadow across west Ching! » the Commmists have thrust into the Siane
Paochi area of Shensi. seriously threatening lonking's commudcation with Chinats
nerthwest as' well as its position in 3zechwan, (Maticnalist sources claim, -
however, that this offensive has been checked and that a large Commmist force,
now trapped, is facing annihilation.) Press reports noted the return to action
of Communist units in the Shai area, on the Yangtze River west of Hankou as
the Nationalists were reputedly setting up a new commnd for the ares south

of Tungting Lake,

Political

e National /ssembly concluded its month-long session on 1 May with the
Presentation of credentials to the new President and Vice-~President. The
election Ly the Nationnl Assenbly of General Li Tsung-jen to the Vicee
Presidency marke the mest succesaful resistance to Chiang's control in the
recent history of the Kuomintang. Despite Chiang's knovm opposition to Lits
candidacy, a lerge number of delegates » with 2 show of independence s rallied
to the support of 1i, who campaigned on a platform of reform. Since Chiang
and Ii are at vaeriance on fundamental issues s it is uncertain how long they
will be able to work together, Li and his group my therefore attempt to
organize the dissatisfied elements throughout China to oppose Chiang and pro=
vide new and liberal leadership, The potentials of such a movement are ques-
tionable, however, since the strength of Li's support is unknowm and its
capabilities untested, , :

A recent statement by Chen Po-ta, o member of the Chinese Comrmunist Cene :
tral Conmittee, explains the Partyts labor and tox policy for developing both
governuent and private industry. 7ith the idea of expanding industrial pro~ ;
duction, the Party instructs its followers to teke a lesson from private ine
dustry by adjusting wages to increase productive efficiency since political
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indoctrination does not give sufficient incentive, Worker-monagement agree-
ments should be encouraged to this end, Toxes should alsc be atdjusted t o en.
courgge production of essentinl producer and consumer goods, Chen Po~ta poimta
out that the workers are the Mleading class in the Chinese revolution® and that,
with the liberation of more and larger cities, industry must be expanded, The
policy of encouresing liboral capitalism is in line with 'ho Tze~tung's speech
of 25 December 1947, Other recent Party directives in this vein have called
for a more moderate program in ograrian reform and a more lenient attitude
toward capitalists and landovmners,

Following his defeot in the election for Vice-President, Sun Fo has or-
ganived his supporters into a Netional Reconstruction Association, aimed at
strengthening the Ruonintang, In order to attain greater discipline and g
ganization, he has directed his followers to return to their homes and set
vp party cells in tovms and villages, ‘

_General Roschin, new Soviet Ambassador to China, is expected to return to
Nanking early in the present month, thus terminating an interremun® which
has extended for almost a year. Roschin's return mey inaugurate increased
Soviet diplomatic activity in China, It is anticipated that the new envoy,
(formerly Soviet lilitary Attache at Nanking until his recall to lloscow last
January) will resunme with Nationalist officials conversations concerning a

possible commromise settlement with the Chinese Cormamists,

Over strong objections from Chine, the Executive Board of the UN Inter—
national Childrents sZuergency Fund voted a 8500 »O0 ald program for children
in Commnist-controlled areas of China s On the grounds that one-third of China
is involved and that the two-thirds under MNotionelist control has alrsady
been allotted §1,000,000,

The US Governmont on 30 April 1948 exchanged with the Chinese Government
notes outlining proposals regarding the China Aid Act of 1948, The US note
provided for certain requirements to be fulfilled by the Chinese Gorernment

Beonomic '

Curren ices, Shanghai prices rose at o slower rate during April than
in any of the previous months since Nlovember 1947, The April inerease in the
cost of living index was 20,74 compered with 43,77 for Liarch, 56.87% for FPebe
ruary, and 163 for November 1947. wholesale comodity prices followed a
similar pattern., 'The commodity and money merket improved in Peiping following
the election of Ii Tsung-jen, Prices rose in Canton due to the influx of
smuggled northern capital. Ratlioning has pr oved reasonably successful in
Canton chiefly because of the great differential in blackmarket and rationed
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The Shanghai llarket US § Ixc e (Sel Rate Wholesale Price of Rice

Official "open! Blackmarket per 172 1lb picul
This week (30 Apr wg CN 4328,000 760,000 CN $4,100,000
Woek ago 523 Apr 48 328,000 700,000 3,950,000
Yonth ago (30 Mar l.sg 258, 500 520,000 3,600,000
Year ago (30 Apr 47 12,000 22,000 - 77200,000

_S_hi_gg%g. Foreign ships are now pemaiitted tocall at Tsingtao with spe-
cial kxecutive Yuan permission., This would boost exports, but due to Hation=-
alist loss of lJeihsien most products are presently cut off., China shipping
faces curtailment due to lack of foreign exchange to buy fuel oil. US aid
may possibly ease the situation,

- Foreign Trade. According to the latest Customs returns Chinats trade
deficit for February amocunted to US (1.7 million, about half the US {3.2 million
deflcit in Jamuary. Both imports and exporits declined in February to a rela-
tively low level when computed in US currency, to US 14 and 12.3 million re-

- spectively, Petroleum products led February imports vhile vegetable oils
headed exports, :

Hong Xong., The Lritish Government is reported planning to loan 3 million
pounds to Hong Xong to build a new airport capeble of handling the largest
plancs, :
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SIAM

Disturbances in Southern Sism confront Phibul Government. The Yalay
minority praclem in southem Siam has again reached serious proportions
a8 indicated by recent reports of disturbances involving Yalays and the
Siamese police in Narathiwat Province. Some of the disorder results fram
ineffective government cantrol, but it is believed that in some cases the
incidents are incited by local 'alay leaders and expatriates in northern
Yalaya because of the long-standing cquestions of Yalay language instruction
in schools, the utiligation of Valays as provincial administrators, and
the legal observance of i"oslem holidays. Althonugh police action apparently
has the situation temporarily under emtrol, the Siamese Covernment has
indicated its concern by calling Cabinet mne’c ings to study the situation
and, accordmg to the press, has sst up a specirl camission to make
definite recamendations on the V'alay demande., However, since Premier
Phibul is engrossed in more pressing problems, it is unlikely that a satis-
factory settlement of this particular problem ecan be resched soon., Conse-
quently, inecidents of violence will probably recur until the Government is
forced by circumstances either: (1) to acceed to lalay demands, or (2) to
embark on a program of suppression which has been the historical pattem
in this area.

BITRIA

Attempts to increase effectiveness of Bummese Army and lVilitary Palice,
The loyalty and reliabilily of the Rurmese irmy and ! ilitary Police re-
mains the decisive factor in the current Communist-Government struggle.
Kajor Neneral Smith Dun, ¢comanding officer of the irmy, has stated that
out of a total of 17 battalions he considers the 3 Karen, 2 Kachin and
2 Chin battalions loyal and the 10 remaining Burman battalions to be con-
trolled by polities. The predominantly Burman ilitary Folice are pre-
sumably in the same category. A recent chenge in the cabinet was apparent-
ly designed to inspire the Yilitary's loyalty to the Government as well as
to increase its efficlency and effectiveness, Deputy Prime Vinister
Bo Let Ya, who is also Defense “’inister, assumed the additional duties as
Home inister replacing Socialist Vyaw Nyein whe was ostensibly hospitalized
for tuberculosis. The significance of the change may lie in the fact that
Bo Let Ya was formerly a2 praminent figure in the Peoples' Volunteer Organi-
~zation (FV") whereas Kyaw 'lyein was the PV"'s beit noir in the Covernuent,
Since a considerable pert of the 1"ilitary Police and scame of the Army per—
sonnel are ex-comrades-inearns in the PVt e, Bo Let Ya would be a more
acceptable leader than Kyaw Myein. In this respect the ¥ilitary's ecapabil-
jties may be enhanced, but if the change was made to bolster the FVOrs
support of the Anti~-Fascist league (AFL), the fovernment Party, Kyew Nyveints
illness may have been a matter of convenience and a means for removing him
from the Government without disturbing Socialist support of the AFL., Very
little is known about Po Let Ya but it has recently been reported that he is
a man of decision, absolutely ruthless and definitely anti-Communist, If
these reports ars correct, Ro Let Ya may emerge as Purma's strong-man.
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Political apreement in near future aprears unlikely. The Hetherlands
. has attempted to gspel the Republican Government's fear that the Dutch
will maintain control of Indonesia through the Netherlands-Indonesian
Tmion (NII') by the presentation to the " Tolitical Committee of a work-
ing paper on the mion, The assurance is chiefly in the form of a state-
ment. that the Tinion is not to be a "super state" ner are its organs to be
those of a ''super government,” However, there still exists wide diversence
of opinion between the parties with respact to more immediate interim meas-
ures; i.e., questions of plebiscites and Republican participation in a
provisional, federal government. Currently, mutval distrust appears to be
mounting and may prevent conclusion of a political apreement in the near
future., Significantly, Vredenburch, Deputy Chairman of the MNetherlands
Delegation, believes that chanees for such an agreement are now less
than 50-50,

PHILIDPINTS

Quirino may modify policy toward dissidents. President Quirinots
recent public statements indicate that, while the fNovernment is likely to
deal severely with diseident leaders, there will be same modification of
the late President Roxas' stern poliey toward the disaident groups.

In a press interview on 22 April, the President was reported to have
stated: "The late President's proclamation outlawing the Hukbalahap and
Matioral Peasants !nion (P¥M) only marked a stage in his poliey. I intend
to study the problem thoroughly but T am ready to modify it in the interests
of peace and order.” At a 26 ipril eonference with provincial governors and
city mayors, Tuirino reduced the peace and order problem to a local issue,
He said that there is peace and order in the Philipnines and that "all we
want to do is to restore peace in the troubled areas." He also told the

. officlals that he would not changs the recammendation of the late President
Roxas for a special US {2 million peace and order fund., (n 29 April the
President made an unannounced inspection teip through four Central Luzon
provinces (sauetimes called "luklandia") for the avowed purpose of colicct~
ing data in order to formulate the best method of utilizing the peace and
order fund which the House Appropriations Committee on 30 April transferred
from the Secretary of the Interior to the President's office. The President
held a press conference immediately following his return and stated that
negotiations would not be resumed with Luis Tarus, Huk leader, and that he
would be "stiff" with those who persist in defying the Government. AQuirine
indicated, however, that he would make an "oblique approach" to the dissi-
dent problem employing social, economie, and ideological measures as well as
force, He stated that, as a result of personal observations; he was planning
a definite course of action to consist of: (1) returning "displaced" per-
sons who have left their homes and farms in fear of the MHuks; (2) guarantee-
ing full protection by law enforcement agencies to these people;
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MITLTPPINTS (eontinued)
(3) providing work and employment for displaced persons; (/) returning

local officials, who had abandoned their posts because of dissident
threats. The President 3lso warnéd local officiale not to play politics )

with the peasce and order campaign.
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