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SUBJECT: NIE.32: EFFECTS OF OPERATIONS IN KOREA ON
COLMUNIST CHINA (Discussion as revised
by JAC representatives at meetings on
8 and 15 June)

DISCUSSION

Y. EFFECTS ON CHINESE CCHITUNIST POLITICAL STABILITY

6s Ve have no relisble evidence that reverses in the Korean‘

war have created a rift among the higher Chinese Gomnunist
political and military leaders, Ihmors suggest, however, that
dissatisfaction with the course of events in Korea mgy have
accentuated differences of view that élready existed smong
them. There is fairly reliable evidence that military and
political figures of secondary importance have become uneasy
over China's imvolvement in Korea and its isolation from the
West., On the oﬁler‘hand, several factors have tended to insure
party solidarity, such as the lifelong isclation from none
Commmist Western influences and the common ideological con-

ditioning of most Chinese Commmist 1eaders, the mutual interest
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they have in mainteining o united front among themselves amd
with the Soviet Union and the strength of mriy discipline,

7o The initial Chinese popular reactlon to intervention
in Korea anpears to have been one of pride in victory, and even
the later holding sctions weve viewed as triumphs when compared
with the long series of Chinese humiliations in the past. As
the war has gone ony popular diss}ztisfaction with the regime,
already in evidence befare the strugsle began, has been intersi-
fied by heavier taxes amd léyiri(s? :é.ngreaaed conscription ard
militia duties impozed on an aercadg' war<-weary pecple, purges,
further disruption of the traditional Chinese family system, and
other harsh repms:siire measures. In addition, there is evidence
from reliasble sources that among certain of the wore educated
groups, including some ardent supporters of the regime, mis.
givings have developed sbout the regime’s relaticns with the USSR -

and the TSSR*s intentions with respect te China and Korea.

8. The decline of popular support and the apparent necessity
to impose greater restrictions and demands upon the home front, have
resulted in the regime's speeding wp its efforts to consolidate
further its control of the country. Terroristlic measures to

supprese "comberwrevolutionary activity" have been reinforced by
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pvositive steps to strengthen the public security system, Lo cen
tralize and expand militia wnits, to incresse meubership in
Cormmmist-directed Ypeople's organization," and thus supplant

the conventionsl organization of Chinese society. The regime

has alse been requlred and probsbly will have to contimie to
maintain large military forces within China te assist in pre-
serving order. While the combtrol measures have thus far been
successful in checking the developmend .o;f.‘ an effective opposition,
their harshness has lost to the regime the willing cooperation

of at least some commmnity leaders, educators, engineers, and
others whoge prestige, training, and techniesl skilis the regime
has regarded as ess&nﬂal to tﬁa fortherance of louger range
political and sconmaic planning. In the long run; these devslop-
mernt might have serious effects on the stability of the regime.

1T, ECONOMIC IF7LCTS OF THE KOREAN WAR

9, There is insufficient evidence upon vhich to base a
caaplete @si;imte of the effect of the Korean conflict cn the
Chinese Commmist economy, which, though it has to suppart an
urban popwlation of 40 million, is uwndeveloped indusirially
#md preporderantly sgrarian, It is eptirely possible that any
such gffect would not be apparent wlthin as short a périod an
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hasr elapséd and it is imprebable that satisfactory statistical
evidence of such effects weuld be quickly or readily available

to us,

10, Although sﬁsh gvidence as we have does not :sugges‘t that
the Korean conﬂict has a8 yet posed a critical t.hréa:b to the
economic stability of the Chinese Cammnist regime, the Korean
war m%ﬁ the Chinese Co?ﬁnunﬁ st eco;z/:};{?l;yO'Irxh’z:’“1::/a:¢'71\”f‘;oc:r«.:Lng;,b‘/7 ﬂnfi T:W \m%w

e

Tivne ;
has subjected the nation to economic sanctions imposed by the Le i

¢ "f».ﬁﬂf"“ Western world, 'and is 1ikely to increase the econcmic difficulties

.. of the government during the next year.

11, Tt seems almost certain that the demands of the XKorean
war have limited the Peiping regime's reconstruction effcrts
to those pro,jécts requixing only the investment of labor; such
as the bullding of dykss, Irrigation systems, air fields, and

roads,

12, Although the regime has been successful in preventing
the prices of domestic goods from rising sharply, inflationsry
pressures have built up since nid-1950, and Western trade re-
strictions and riéing worlc prices have resulted in precipitous
price rises for certaln imported strategic raw materials and
marmfactured products,

o} -
oa-ororer- CONFIDin1IAL

Approved For Release 2001/03/09 : CIA-RDP79R01012A000800050043-0



vApproved For Relegge 2001/03/09 : CIA-RDP79R010¥2A000800050043-0
TOP SECRET

13, The industrial scctor of the Chinese Qmmmist's econcuny
operates virtually on & day-to~day basis, both in terms of raw
materials. and planf maintenance. Although foreign trade with
the Viest remained at high levels during carly 1951, there have
been shortages for some months of petroleum for civilian use

ILLEGIB
and of certain fairly important .specialized industrial ltems,

Very recently as a result of raw cotton shortages textile mil
- SNAS [/~"L/'.:{~vy{'/ Sft'l“cﬁﬁvvwb (vt

have shut domn, The Cannmnists admit that these shutdowns ar
related to import difficulties as well as to the failwre of t
cotton collection program in China itself.
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1}, ¢ Announced industrisl output goals for 1951, indicate

only modest increases over ]9’59’/dur:\ng—whieh industrisl oubs
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. put expanded greatly mw%ﬁh Siviiss |
type goods. /In spite of reports of plant dispersals and raw
‘materisl shortages, the mnitions industry £ o1 teved, to'be
producing at capacity and to-be expanding.

18, During the large initial troop movanents northeastward
Sy

in the swmer and sutumn of 1950, there were, intei‘rupt.ions in
the rail ‘movement of non-military goods throughout China. Since

that tine, although military traffic has preamably interfered :
yer- 71 chLM‘*’"{ ha A an (/(A_p(/ylc 5

with the genersl distribution of goods in China there ixave been

Ao lasys i) -
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16, The Korean vrar appears to have had 1ittle effect thus

fax on the"x{ver-qall food situation in China, and present indi-

catdons are thet the food dyrop in 195%, despite the withdrawal
\ g

of draft anima?l.s and manpov as in

\

s W1l be at least as !
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