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SEGTION I, SUMMARY OF FAR EAST TRENDS AND DEVELOPMERTS

The Kremlin may be prepared to foréstall UKGA rocoghition of the South

Korean rogime by proposing a "pederation” of ‘the two competing "National®
zoverrments (psge 5)e Prosident Rhee. has undértaken draetic sounter-
moasures against forces opposing his goverment (pope 8)o -
Serious Japhnese trade dirficulties are being oaused by US interest
(pago B)e A clirax is approaching in Japansse lepialative efforts Ho
dolimit trade unicn righte in the olvil service (SECTION 11T, page 13).

n China the military eituation of the National Ooveriment hag besomd

oxceedingly oritical as the résult of récert dafeats (page 7)s The
Chinese Communists are emphesizing urbdn hdminietration && part of their
drive to take over large clities (page 7). The longasﬁanding desdlock in
Sinkiang between Chinese officials and pro-Saviet dissidents may soon be
resolved through Sino-Soviet negotiations (page 7). Loas of tho Reilen
cosl mines to the Communists would sharply ourtail Nationalist China's
dwindling industrial capaoity (page 8)e

fn Sism Premisr Phibul is demonsirating his ability té strongthen his

position {page 10)e

In Indochina the French appesr to be preparing for amtnfar fall military
offensive (page 10)e Meauwhils in Paris Ambassador Caffery has roiterated

the US position.regarding specific ECA eid for Tndochina (page 10).

WOTEs in aueoeading'saoﬁona of Thin Veokly, the foLlowing Merginal
notations ard useds

(1) Dduble aterislk (o*) s-placed at beginning and and of
inforzation bewed solely on "8/§ distribution” seriess

(2) Single asteriek (») ~«to flag item containing ug /s
d.atridbution” series.

(3) "A*, VB", or "C" w-importamnce, in B/FE%s opiniom, of the
jtem, with "A" representing the moat important ones.
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The Republio of Xndowsaia mppears to have been sucosssful in its
militury drive apainsy Commnist (page 11). e moceptance of the US
plan by both the Dutoh and Indonesiens paves the may for reeumption of
GOC negotiations.

In Burgia tension between Burmans and Rarens is inoreasing (pape 12)e

An adverse reaction im expested in the Phinppines to a US deoisicn
to disband the Philippins Soouts (page 12).
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SECTION II. DEBVELOPMENTS IN SPECIFIED AREAS
GENERAL

Kremlin mey propose campromige oi Korea at UN wpn

The BSoviet UN delepgation may make a ocnoiliatoery proposal when the
Kovean problem is presented to the current UNGA mession, It is ¢onsidored
probable that the Kremlin ie prepared to forestall UNGA reocognition of the
South Koreen regimo an ostensible concession in tho form of a proposal for
the "foderaticn® of the two competing Korean “"pational” govermments. The
Eremlin doubtless has had mo illusions that its elaborate efforts to matoh,
step-by-step, the development of a new government in the south could v
suctecd in seouring UN recognition for its puppet regime in the north. It
is more likely that these Soviet moves were so timed as to assure a good
bargaining position in the forthcoming URGA discussions of the Korean problem.
A Soviet "fedorstion" proposal would be diffilecult to ignore end would appear
sufficiently conollidtoty to inoline many momber mations toward deleying a
final UNGA decision on enother delicate situation in which 1t cannot
effectively interveme, Should this point of view prevail, tho Eremlin would
have succeedsd in forcing the UN to acsord equal recognition to a govern=-
nent oreated in dofience of its resolution# and to ono oreated under its
suspices, This would hava & severely damaging effect on the domestio
prosbige of the infent "Republic of Korea" and would leave the Soviet
position unimpaired simce there would be almost limitless opportunitiss for
Soviet obatructionist taoties in any subsequent negotistions on the principles
and procodures of “federation.” ‘ '

China's relations with other Faf Eagbt aouniries #pH

_Greater Chiness interest in promoting cordial relations with Far
Eastéyn countries and in olosey aligoment with the US vis-a-vis the USSR la
indicated in recent statements by two National Govermmnt leaders, Forelgn
Minister Wang Shih~ohieh and formey Premier Chang Chung. The Foreign
Minister at the UNGA in Paris stressed tho importance to the Far East of a
free and united Korea, and praised the US and the Phillppines for granting
de faoto recognition to the southern Korean reginmec. warned outside
oouniries not to interfero with self-determinaticn of the peoples of Asis,
et the smme time pointing out Asia's undei-representation in the Seourity
and Eoonomio and Sooial Councilss Chang Chun, in a public statement on his
roturn from Japen, approved SCAP's policy in Japan and assured the Chinese
that Japan was no longer a military or coonomic threat to China. He urged
the areation of an Asiatic soonomic bloe to inolude Japan and the early
convocation of the Japansse peace conference. Though speeking in no official
capacity, Chang has been considered as ecting as Chiang Kai~ghekt's alter ego
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and his recormendations reégarding Jepen reprosent a significant contrast
to the vehement anti-Japausse feeling so frequently manifest in China.
However, barring greatly inoroascd immediete U5 aid, continuing detsriore-
tion in Wationalist Chins inoresses the vulnerability of the Hational
Govermment to Soviet overtures to mediate the oivil war and tends to
noutrallse any positive and independent efforts China may make in foreign
rolationd.

Now Siamese poliocy vise-vis French Indochina implomented

The regent visit of a Sismess military and friendehip mission @
Saigon hes apperently resulted in e new Siamese polioy of cooperation with
France vis-a-vig Indoohina. Although suppert for Indochlnese ffreo" move-
ménts in Siam was withdrawn after the assumption of powor by the Phibul
regima, 1ittle was done to Anhibit the activities of these refugee groups.
Since the return of the mission, ldwever, the Siameso police have beon
orderod to deny the right of re-entry to Indochinese refugees who lsavo
Siem and atbompt to return. Mordover, the Indochinsse refugees axre checked
at several different places &fter orossing into Siam and now are expreassly
prohibited from holdiag demonstrations or posseasing erms. Since determin-
ine who ate new and returned réfugees is diffiovlt, the implementation of
these new orders may result in the exclusicn of sll ndw rofugees from
Tndoghinas. In addition, Sismage polloe have been eroseing into lao terri-
tory, epparently with French ognsent, and are repotted to have stopped
geveral food shipments to lectien gusrrilles across the mortheast border,

The genosis for this new Slamese policy probably comes from Siem's
premier, Marsiml Phibul,. who is reported to be expeoting France to return
part (Linchang) of the sreas retrcceded to Indochina by S{am in 1946, In
May 1948, Promier Phibul publicly anndunced that Siem bad dropped the
quéstion of ownership of the four disputed provinces which Siem took by
military actiont end Japanese assistance in 184, This statemond was he-
1ieved .t0 havo been mads in return for early Frenoh recognltien of Phibulls
new poveimment, Nowever, it would eppear that Phibul has beon hble tb '
of'feot o now agreemente :
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8d the difficulties engendered by US interests which have cure

talled ezport salee by Japen, These include such salient factors as: the

CCC cotton agreement shich prohibited sales of Japanessé cotton textiles im

the US during a period most favorable for such sales and doller ageruals

therefrom; opposition by US textile groups to sales of Japanese cotton

t nq

toxtiles most of which are marketed in sterling areas ; efforts by US ghip-
building interests to relats US and Japanese eelling prices of different
quality of construetion and materiale; urgent requests by the US Maritime
Commission that US shipping be specified in commercial deals in spite of
SCAP policy to sell FOB Japan and buy CIF Japan; wigorous protests by 08
textile machinery manufacturers against the pricing of textile mnaohinery
g8old to India on the basis of undercutting US price levels; and opposi~
tion to the importation of Japanese processed fish into the US, including
8 formal resolution by a State legislature,

The difficulties as to procurement of cotion and sales of cotton
textiles outlined by SCAP are being overcome In large pert by such actions
as US banking syndicate loans, the revolving fund set up by the US Congress,
the occupied Japan export-import revolving fund, and the recently concluded
aterling area agreements providing for sales for sterling, On the other
hand, the pressure of US private shipping and £ish products interests,
snhanced by lingering wartime hostility will be major obstacles which can
be expocted to continve for some time. :

In addition, SCAP states that other influsnces preventing the full
uvtilization of Japanese resources for application to Japsnese econcmie
recovery or for maximizing foreign exchange income are: the contimous
contributions to the Korean economy without reinbursements initial open
account sales to Chins of products badly needed in Japan for which thers
is still outstanding an indebtedness of approxiwately §7,000,000; and
utilization of Japanese resources in implementation of the program of
reparations removals, :

Efforts are being nade currently to stimulate Chinese oxports of iron
ore and salt so as to cut down its trade deficit with Japan, The other
coat items are short-term which will be elimineted within the next couple
of years,
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coposing hls governaent, It le prohable that 20 real remluhionary
threat exists but that Rhee is motivated by a desire to stifle growing
popular opposition, In any event, his aotions will serve to make the
brewing political crisis morc acute and may precipitate a showdown
Cotween tho opposing political foxces before Koreals cnee is disposed
of by the UN, Rheets Minister of Home Affeirs claima, by tho srrest
of the reputed ringleaders in Seouls to0 have frustrated an elleged
rightist plot to overthrow the government. Three leftist newspapevs
have bean closed, and twenty editors and newspaper staff members of
various Seoul papers have been charged with fomenting revolution by
the publication of "wmisleading® news,

Widospread opposition to Rhee's policles, evident both in the
Hational Assembly end in the Seoul press, has been spawned by his
unpopuler stand in favor of en effective rice colleetion bill, his
controversial Cabinet appointments, and general apprehension over his
broad constitutional powara.

Fhea's .'polj_ee action againet rightict and moderats political
opponents, suppression of the oritical Seoul press, and veic of the
Assembly’s rice collsction bill will only serve to unite the opposition
groups in tho Assembly who have been plamning an anti-Rhes coalition to
effect constitutional changes reducing the President's power,
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Ihe ¥ational Govermment's military position is "exceedingly oritical” mys
a8 & result of severa military roverses suffered during the past wadekeo %
Successive Communist attacks outting through the Chinhsien-Hulutao area
of the Jehol-Lisoning corridor against the troops of KU laowyl and FAN
Han=ohieh have isolated Kationalist unlts, thereby selting the stage
for their annihilation. Conourrently Commmists are attacking the Ewelsui-
Tatung sector forcing FU Tgoeyi to move his troops west to protect the
vital Peiping-Sulyuan Reilrcad thereby weakening the Peiping-Tientsin
sector» Followiny, the fall of Tsinan nine Red columns were relsased
for further operations. Four of these columns are now Yeported moving
south, possibly townrd Heuchou. This force constitutes for the Communiets
a large strategic reserve which the Government is totally lacking in
any sector. In Manchuria the Geneéralissimo ordered the Nationalist
commander VEI Li-huang to air-1ift one army from Mukden to Chinhaien
but the air=lift was not completed due to Communist capture of the air-
3trip. WE]l has also been ordered to wmovae 15 of the renmining 20
divisions defending Mukden southwest to assist FAN Hanechich in his
attempt to hold the corridore WEI Lishuang hag so far failed to carry
cut the Generalissimo's orders. Throughout all operational ureas the
Gommunists retain the initiative and capability of concentrating decisive
strength in any area without sacrificing any of their present positions.
Some US military observers believe cessation of large-scale Kationalist
military resistanoce may only be a "metter of time."

The Chinese Communists are now emphasizing urban sdministration as g
part of their drive to capture and hold cities. They are intensifying
an effort which has been developing for soveral months and which contrasts
with their former program aimed at rural administration. In capturing
cities they hope to essume control of the lationalist urban political
and economic machinery unimpaired by offering protection to practically
all oclements of the populetion, including foreipgners, providing they
cooperate with the conguerors. Their own politiocal cadres are being
trained to go in with the army and keep the municipal organs cperating
effectively. In connection with their policy toward cities the Communlsts
are also stressing industrial development and are appealing to private
capital and skilled technicians whose assistance they undoubtedly need,
Their emphasis on cities is an indication of the progress the Communiats
are making in carrying out a coordinated military, economic and political
Progr&mq

& Sino-Soviet apreement concerning Sinkiang may be forthecoming. Ak
There are signs that the long-stending dexdlock between Chinese officials *
and pro=Soviet Ili dissidents in Sinkisng may soon be resolved by an
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undorstanding between the USSR and ropresentatives of Gen. CHANG Chib=
chung, tdp Chinese offiocial for Northwest China, The replacement of
Sinkiang Garrison Commaunder Gen., BUNG Hsi-llen, sirongly anti-Soviet

and sn advocate of tule by forece, by Gen. TAO Shihe-yush, & conciliatory
"solitiolan-general™ 1ikeé CAANG Chihechunp, suggests thut the latter

may be laying the groundwork for an agreement with the USSR, Recent
reporte of a relazetion of the Soviet grip on .the Ili ereu of Sinklang
sugpest that arrangoments for Soviet mediation in Sinkiang may be underway,
Renegotiation of the Sino-Soviet Aviation Agreement may well be included
in such an arrangement. LIU Tsesyung, Foreign Office Commissioner for
Sinkieng who is said to be on excellent terms with the Russians, went

to Alme Ata five weeks ago with authority to negotlate a new airline **
uproement. le may also be discussing the overall Sirikiang problem with #*
the USSR. :

Although there is precedent for a purely locel Sine-Soviet undere
standing in Sinkisng, it is possible that Soviet mediation there at
this time could: ) broaden into discussions of all cutstsnding Sino-
Soviet issues, inchiding the question of comlition wi th the Chinese
Commmnists, should the National Government accept a fovmel offer of
Soviet mediation} or could 2) be one of a series of local upgresments,
should Nationalist China drift into regional warlordisme

Shenpghai's coal supply has raached & dengerous low., Ne coal shipe nge
nents from the important Xsilan mines have been made since 13 September s
with the result that Shanghai®s stockpile is already well below the
emer zenocy lovel of BO,000 tons. Furthermors,. no coal is expected to
be shipped from the Kaillan mines for three or four more weeks as the
Communists continue to block tho rallroad to the port of Chinhmangteo.

The possibility of Communist capbure of the mines is increased by the **
diversion elsewhere of Kationalist troops from esmsiern Hopei and, in nny
case, the Natlonalists are incupable of preventing Communist interruption
of the railroad. Since Nationalist industries and powoer plants depend **
on Knilen coal for 70% of their roquirements, the losa of the mines

will shurply curteil China's dwindling industrial cspacity.

Shanghei economic control ares sxpanded. Gen., CBIANG Ching-=kuo's ot
jurisdiction has been extendaed to cover the provinces of Chekieng,
Anhwei snd Kiangsu (including Nenking), an ares comprising, in terms of
the Chinese ovonomy, the richest section of the country in egricultural
end industrial production. This sxtension would permit supervision of
the source of Shanghai’s food and rew meterial supplies which recently
have falled to reach the c¢ity in sufficient velume, Alsc the flight of
local hoardings to surrounding sress will now come under CHIAUG®!s purview,
In spite of this enlarged sphers, price stabilization is expected to
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feil in view of the emall cegment of the total economy in whioch cantrol
measures are oven remotely poesible,

. Curremoy/Prices. No significant economic developments attributable
to the fall of Tsinan to the Communists have yet been observed, howsver,
repercussions are expected when the losa of this strategic clty is fully
reanlized, The Shanghai foreign exchange black market is still confined
to undercover dealinge; meanwhile, the future etability of the zold
yuan reats alnost entirely on the Governmentts ability to hold the line
militarily, GShanghai prices changed little during the past waek due
o polide measures which have resulted in cospressing an already tipght
somnodity markete The price freeze has retarded the flow of consumer
goods and raw materiale to the metropolitan ares while inflationary
idle funds are begimning to accumulate, Farners are generally unwilling
to sell their joods at the low ceiling prices. However, prices in
uncontrolled cities contirue to rise.

Approved For Release 2001/08/26 : CIA-RDP79-01090A000500010012-3

“cn



Approved For Relgase 2001/08/26 : CIA-RDP79-01090A8Q0500010012-3
SECRET

=)0w

SIAM

Fhibul consolidates ition., Tt is believed that Premier Phibul, by m®
implemena‘.ni a program 3 cooperation with France, is endeavar, to strength-
en his political position by appesaling to Siamese irredentiem. (See General
item), If Phibul euccessfully enginears the return to Siam of the Lanchang
area and is sble to utilige effestively the recent weakening of his oppoai-
tion in Patrliament, he can be considered firmly entrenched. Purtharmore, the
effioient suppression of an attempted coup dtetat on 1 October is evidence
of Phibulrs ability to further consolidate his position.

TNDOCHINA

French may launch fall offensive. Despite less favorable circumstances PAY
the French appear to beé preparing for another military operation in Indochins
gimilar to the ill-fated offensive of last Octeber, Although replacements
and reinforcements from France numbering in the "low thousanda" are scheduled
to arrive during the month, serions equipment deterioration and the low morale
of French military personnel arpgue agasinst any large scale or successeful opera-
tion., It im expected that the Viet !Minh forces in the Tonkin area will be the
main objective. The French consider the Viet !Minh lack of medical supplies
and ammnition es vulnerable weaknesses. Howsver, the Prench recently have
had serious supply and communication difficulties of thelir omn, Including the
inability to supply a French garrisen only ninety miles north of Hanol, whith
has been at half strength because of casualties and tropical illnesses. Iack
of success in this expected operation may resilt in a French decision to with-
draw their forses to Cochinchina and Cawbodia,

US positiop on PCA aid for Indochinh reiterated, In responde to repeated "B"
Fronch requests for direct and epecific FGA aid for Indochina, V'S Ambassador.
Caffery in Poris has recently reiterated the 1'S position to French Foreipn
0ftice officiale. The US considers that substantial progress in the direction
of encouraging nationalistas in Vietnam to change their allepiance from the
Viet Minh to a non~fommanist side could be made through Assembly legislation
or dorme other action which will permit a change in the status of Coshinchina
and by negotistion of supnlementary agreements envissged in the § June Franco-
Vietnamese accord. The Ambassader again indicated the willingness of the I'S
tbd approve publicly such steps after which assistancé would be given to the
French Government through TCA aid. Tn view of the unsettled domestic politieal
situation in France, however, it is doubtful that any positive action will beé
taken in the near future whish could solve the Indochina problem,
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By 27 Septeu appseare ,
successful. in coping with the Oommunist insurvectio (see map). However
on 30 September troops of the Republican Army (TNI) ketook Vadicen whare
12 days before Commmnists led by Soviet~trained Moeso had anncunted the
farmation of a Commmist government, Followlng the fall of Madioon and
sovera). smaller cities in its vicinity the main Communist forces, conalst-
ing of about three battalions, are reported to have withdravn to the moun~
taing southeast of Madioen, Republican ofPicials estimate that romants of
Commmist forces will be eliminated in about two months. Tt le expected,
however, that extremiste in the Repiblie will continue to tuke advantape of
the serious internal econcnic diffieulties inoreasingly ageravated by the
Netherlands economic blockade and the lack of commnications between
Republican areas,

Acooptance of VS plan paves way for resumption of negotistions, Accept- nAw
ance of the U3 elegationts draft agrésment on onesia by bot & Noth~
erlands and Republican Gowsraments paves the way for resumption of negotiow
tions under the UN Good Offices Committes (Q0G), The Republic qualified its
acceptence by stating that 1t reserved the right to take any position in the
course of discussions on the US paper which it may find desirable. The Repub-
1ic also maintained that the actua resumption of negotiations deponds upon
the sottlement of three problems: 1) return of a Republican shrine in Batavia
which the Dutoh eonfiscated in Auguets (2) immunity of members and psrdonnel
of the Republican Delegation when In Netherlanda-controlled territorys (3) re-
consideration of an order by Wetherlands Tndies anthorities that Republican
officials add their families leave Batsvia. The Netherlands Governmen® has
announced Lhat it will accept the U3 proposals with the same rogervations
attached by the Republic to its acceptance., With regard to the above three
conditions stipulated by the Republlc, the Netherlands has intimdted that it
will adept as conciliatory an attitude as posgible in return for which the
Netherlands expscts the Republic t6 assure full jmplementation of the Jemary
1948 truse agreement, including suppression of infiltration, sabotuge, guere
rilla activities, and opium smggling. '

Tt ie beliaved that each side has the sbility to make the relatively slmple
cencosalons Peguired by the other in érder to resums the negobiations, The
major Sest will coms in the acbual negotiations where both the Republicans
and the Duteh will be forced, if a compromige settlement is to be aechloved
under the GCC, to alter substantially the pesition taken by them for the
past three years.
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Burman-Keren tension inereases, Indreasing tension between Karens = "B"
snd Burmens has developed as a result of the recent defsction of Karen
militery nolise slaments in eastern Burma, Kareh leaders and elders,
with a view towards a peaceful and democratic eetilement of the Karen
autonomy quesiion, are renorted attemnting to restrain the mere radieal
Kapen slements but 8o far have nob been entirely successful. Axthough no
clashos between Knrens ond Covernment forces have yet baen reported, Smith-
Dun, the Karen commander of the Burmese Army, is reported to be less optimis~
tie over the situation. A delicate political balance obtains at presant in
whith Premler Thalin Wu cammot do whthout Smith-Dwn and the Karens, This
prevents Thakin Nu from making any compromise with the Communistse to whon
the Karcns ere unslterably opposeds Should a Burman-Faren showdowm cnour',
it is likely that Smith-Dun and other Karens ir the aray would resign and
side with their own people.

PHILIPPINES

Adverse reaction expected to US desision on Philippine Seoubs. Con~ BN
siderable adverse reac’o%on dan be expected in the Philippines vhen a U3
decision affecting the Philippine Scouts betomes public knowledge. Enbassy
vardla has recently been instructed tb deliver an aide memoire to President
Nuirino stating thet the US has decided, =e a general rule, not to re-enlist
alien members of the Philippine Scouts. (The Philippine Scouts are a unit
of the 1S Army formed early in the century and consigting of Filipino en~
listed mon largely under US officers.) This deciaion was based on traditional
18 policy not to utilize alien troops and became necessary because of the
independent status of the Philippines. However, Scodts who enlisted in the
prewar period and those who are American citizens will be given an opportunity
to enllst in the Pemular V'S Army, Disbandment of the Scouts on & phased basis
1g expected to he completed by 30 September 1949,
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SECTION III, DIGEST OF IMPORTANT STUDIES AND ESTIMATES

Japaneso government efforts to amend existing oivil service leglslae
tion to implement the limitation of trade union rights for government
anployees suggested in (General HacArthur'a letter to Premier Ashida of
22 July are epproaching a climex, Government-GHQ, SCAP negotiatlons
have elioited general cabinet tmderstanding on the terms of the measurs
and an agreement for the convocatioft of the extracrdinary Diet session
to eonsider the proposed legislation commencing 11 Ontcber, Passage of
tha bill in its present form is sssured unless (1) modifications ars
foreed on SCAP and the Japanese (overnment by the US Governwent under

pressure from other membors of the Far Eastern Commission or (2) Dist
dsliberations produce changes acceptable to SCAP,

SCAP'g intersat in the passage of this legislatlion stems from his
responsibility for the maintenance of peace and owder in Jepan and frum
hig desire to provent shoppages it eritical government services, particu-
lary those of ttensportation and commnication, which have in the past
and mey in the future threaten Japents economie recovery. Otirike bens
have twico in the pest been used to avert spscific dangers, It sponsors
ing lagislative rather then executive ection SCAP concedes the chronfie
- charscter of the threst of labor unrast in Japan which can bs oxpectéd
to contimie until the conditions of ecomonic stehility ere essured,

In forvarding the revised National Public Service lLaw draft which
has his approval, the Suprems Commander notes that following the Soviet
attack on the principles embodied in hig letter of July 22, idealogleal
conflict has inoreased in Japan with menifest encoursgeaand to locael
Comminiets. Goneral MacArthur believes that any public show of lack of
support by the American Govermment would gravely wesken the US positiea
in Japhnt and throughout the Far East and render his position exiremely
difficnlt if not wmieunbls, ,

In view of its promise to scrutinize Japanese legislation on this
shbjéct for ccmforance with ocoupation objectives, the DS Government 14
confronted with issuve of accepting the dreft and dofending 1t againat
attack in the FEC by ude of thd vets iAf necessary or of stipulating thad
changes bs made witn the risk of loss of face dy SCAP,

The drafé b1ll%s terms with regard to the trads unlon rights of
government employeas represent én sasing of the restrictions which have
obtained under the vabinet order, In conbrast with the interin opdinancs
which blanketed all government employees with a prohibition of the right
to strike and to bargain collectively, the draft bill recogniszes the
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distinction, suggested in Goneral MacArthur's letter, between employment
in government agencies (civil service) and in goverument-cperated enter-
prises, In purswance of this distinoction the draft rovision provides for
the establishment of public corporations for the government-operated rail-
ways and for the tobacco and other monopolies, The bill would permit
employees of theée corporations to bargain ecollsctively, and although nain-
taining the ban on the right to sirike would provide arbitration machinery
4o hear disputes not settled by existing conciliation and modiation facil-
itles, :

Nevertheless the draft revisions in the form approved by General
MocArthor comprise a relatively oconservative resoclution of the points of’
jesue in the originel SCAP letier and the Cabinot order ralsed by the
Soviet and British Commonwealth representatives in Tokyo and Washington
and by opponents of the restriction in the Japaness Government, This
draft is not likely to satiefy the demands of the Soviet Union which has
demanded an FEO directive recalling SCAP's letter. As long as the pre-
eminent poesition of the US in carrying out ocoupation aims in Japen is
recognized Soviet disapproval need not compsl revision of apacific policy
measures such as this, It remains to be seen, however, whether British
Commonwealth reprasontatives will consider that the bill's provisions
provide adequate guarantees of trade union rights, UK, Australia, and
New Zealand have no objection to the general denial of the right to
strike on the part of oivil servents. The draft provisions, however,
fail to accord the following rights, to which the British Common-
weslth countries have baoome accustomed by years of experience: the -
right of collective bargaining coupled with the right of appeal to arbil-
tration for sll regular civil servents and the exception of the employees
of government-operated enterprises from no~strike leglislation., Provision
in the bill of arbitral procedurs of the settlemeni of disputes arising
with employees of this latter category, however, mey be considered by the
UK, &t least, as an accepiable substitute in recognition of & pecularity
(i.e, immaturity) inthe tradd union situation in Japan,

Thether the Japancse Socialist Party will accept the present draft
depends on left-wing caléulations of the political benefit of opposition
atatus. The limitetions embodied in the interim ordinance were a serious
blow to thesr trade union supporters and greatly embarrased tha Soclelists.
Hevertheless, the Sccialiste have concentrated their efforta towards affect~
ing modifications through democratle processes bafore the passage of perman-
ent legislation, During the period of drafting Scoialist ministers obtained
Government agreement on the inclusion of principles similar to those raised
in British Commonwealth represontatiens, These principles were not included
in the drafts emineting from final conferences between the Japanese Govern=
ment and SCAP, :
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It is reported that only consideration of the penal provisions is delay-
ing the full Cabinet agreement expooted before the measure is nlaced before
the Diet. Socialist criticism of those provisions providing for criminal
rather than administrative punishment for viclations related to the present
law partakes in purt the nature of a dolaying action. Soclalist ministers
in order avoid the onus of precipitating the fall of the cabinet by oppoeing
the government's endorsement of the SCAP-spproved draft National Public
Service law are awaiting (1) the outcomo of the Showa Denko scandal which 1is
threatening the life of the Cabinet; end (2) the development of US and FEG
reaction to the draft, On the other hand, the Socialiste because they (1)
fear the levying of further restrictions on labor by conservative forces
chould the Socialisis withdraw from the coalitions and (2) desire continued
administrative power, are inclined to compronise, On the other hand, they
stand to gain additional prestige in Japan if they succeed through inter-
national praessure on SCAP in preserving for government employces the widest
passible ephere of trade vnion rights,

——v
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