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ORE 4548 SECRET

THE CURRENT SITUATION IN CHINA
SUMMARY

The pasilion of the present National Government i5 so precarious that ils fall may
occur At any Uime  IL is quite likeky, however, that it may survive with diminishing
power for some time, but soon become only one of several regimes exercising govern.
mental powers independently in Natlonalist China.  Even with the current US aid pro-
Eram, the present Hational Government has littke prospect af ceversing or even checking
these trends of disinkegration. The increasing Instabifity in Malionalist China will
facilitate the extension of Chinese Communist military and political influence.

Within Natlonalist China Lhe power and prestige of Chiong Kal-shek is steadily
weakening because of the unsueccessful prosecution of the war under his leadership
and his apparent unwillingness and inability lo acoomplish positive reforms.  Op-
posilion, both within the Kuemintang and among dissident elements, cenlered ehiefly
in Hong Kong, is gathering strength,  In addition, deterioraling economic condilians
are exerling a cumulative impact on the political structure of the Nalional Government
Furthermaore, the military forces of the Chinese Comnmunists have been able b selizs
the tactical lnitiative on an increasingly large seale.  Even with current US assistdnee,
it ks improbable that the Nallonalst Army can successfully defend all of {15 present
Lerritaries,

In foreign relalions, questians concerning the neighboring states of Japan and the
USSR are of paramount interest to China far teasons of securily. Chinese apinian
avors a "hard" peace setllemenl with Japan so as to prevent the resurgence of that
country ns & Greal Power. Tl is equally important for China te maintain correct and
i possivle friendly relations with the USSH, for China unalded cannol mateh Sovied
power.  Implementation aof US aid e China is camplicated Ly the question af the extene
of US conlrols and supervision, and US insistence upon ACCOMPANYing econoenie, pa-
litical, and military reforma. The USSR thus far has refrained from ovest material
astistance to the Chinese Comdnunisls and conlinues Lo recognize the Nalional Goer.
ermment, bul It s spparent, nevertheless, thal Saviel sympathies e with Lhe Chifpe
Communists. Even il US aid should prove eeclive, this might prove Lo be only &
temiporary advaniage for the Mational Government, shnes it might b offsel by Saviet
countar-aid o the Chinese Commiunlsts.

The prospect for the foresecable future in China is at best an indefinite and in.
conclusive prolongation of the civil war, with the authority of the Malional Cavern-
menk limited Lo & dwindling area in Central and Sguth China and isolated inajor cilies
in north and northeast China, and with palitical and eoonemic disorder spreading
thraughout the counley excepl possibly in Commuensst-Reld areas,  The wWorsk prospect
Is complete collapse of the Nalional Government, and iis replascement by a Chinese
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Communlst-conlrolled regime, under Soviet Infuence I not under Sovlet contrel, and
uncocperative loward the US Uf not openly hostlle. The latter development would
result in an extensive loss of US prestige and Increased Communist Influence through-

oul the Far Ezst ns well as an intensification of threat to US Inlerests In the Western
Paclfc pres



