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1. ARMED FORCES

NORTH WEST YOUNG MEN'S ASSOCIATION Meabers Trained by Police

Approxinately 620 volunteers ‘from the NORTH WEST YOUNG MEN'S ASSOCIATION
hnave recently undergonc o 12-day training period under supervision of the
SEQUL Mctropolitan Police. after the comwletion of the training these men
were placed on regular police status and a-signed to YOSU (1080- 1300) ,
CHEJU-DO and KANGWON-DO. The present vlan is that these personnel will
complete a nmonth's tour of duty in these sreas in which disturbances have
occurred and will then be replaced and returned to SEOUL for duby. (B-2)

According to the chief of Adainietration of the Metropolitan Police,
menbers of no other youth grouns have vet offered their services. Meubers
of the UNITED YOUN: MEN'S PARTY -nd the NSAKI YOUTH CORFS have stated that
their organizations have been given the ovwvortunity to join thenolice
force, but as yet there have been no volunteers. (B-3

COMMENT: This report of NWYMA memb rs actually .
; joining the nolice forse and receiving
training confirus a previous report
(®/R “1005) that tho NWYHA planned to
furnish personnel for both thec police
and constabul-ry.

2. CURRENT INTELLIGENCE

a., Political Activitics

(1) CHANG Taik Sane ay Head Youth amalgamction

It is rovorted that CHANG Taik Sang, prosent Minister of
Forcign Affairs and formorly Chicf of [atropolitan Police, will become the
head of on analgamation of five youth organizations wnich is to be formed
soon, possibly this week (sce ?/R #100%). Revortedly, President RHEE will
be titular chief of the a;"alga"tatlon, which, late reports indicate, nay
also gain the support ef tho KOREAV NATIONAL YOUTH CORPS, built by LEE Bun
‘Suk, the Prime Minister. = (B-3) 4

COMMENT: LEE Bum Suk's reaction to this provnosed
. - appointmant hes not been ascertained. It
is possible that LEE has withheld comment
for one or both of the following reasons:
1) he considers it..inadvisable to .irk
RHTE with any resarks indicating dissat-
igfaction which might be construed as
being purely oersonal, and thereby jeo—
: ~ pardize his tenure of office in two key
- positions in the government——Prime Minis-
; W ter and Minister of National Defense; and
o o 2) he belicves that the amalgzemation, if
e accomplished, will not result in loss of
hig control over the KRFAW NATIOI\«AL YOUTH,
=il
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(2) Rightist Trends of the LABCRING PROPLA'S PARTY

Numerous renortq tend to conflrm the fact. that a "eolit be-
twaen the rightist and leftiwt members. is uaking place. . On! 01 Decamber, !
the centrel committ e of the LFP held a meeting of which’ repres\,\tatlves
from all provinces, excepte CHOLLA. NAMDO, snd CHOLLA.PUKTOj wore present.
At this meeting the right—wingers.definitely docid ed to break, witn the
leftist faction, WNo decision..was reachgd, as- to how t this would bn, done, so
an MAl) Korean Representative Meeting " of the LPP will conwvenc’ in the near
futurc to decide thig dsgsue. ; Offers have recently b:oen made by staff mem-
bers of the LPP to- support th«. present South Xorenn.government, but offi-
cials in the. government, including .the Prime Minister and .the Minister of
Home 'sffalrs, have .reacked indifferently to the ovortures of LPP snokes—-
men. C-3 ) . .

COMSENT: The rightist faction should exmerience
little difficulty in securing the
adootion of the decision to.split with
the leftist faction since the rightists
scem to control the najority of the
staff vositions and of the membershiv.

" (@) United Nations Activity

Un General As‘sem‘rly. Avmroves of 10 May Elcction

On 11 December, PARIS t.mo the United Nations Genersl Assem-
bly, by a votc of 48 to ‘6, anoroved -vlth some -amondnent s the resolution re-
norted in P/R i *1009.

b. Civil Unrest

Raider Activitios in KANGWON DO

The folloumg police rmortq of raider activites and’ count ermeasures
in KANGWON DC have-beén received. : : G

On 6 December in a clash between Constabulary .forccs and raider
elements at XUKMAN DOWG, approximately 12 kilometers from DANYANG (1070-
1570),- 1 raider was killed and 1 was cadtured. Also on 6 December 5.raiders,
including 2 woen, were killed near Ilim Tounle, CEECEOF (1118-1592) in an
attack by the police on a raider hideout. :

On 09 Dccember, five merbers of a raiding party came to a 'ho-;.c in
SOK SAI-RI, WONSU Gun (1090-1610) and deinanded food. The group’ was armed -
with 4 Jopanese Mod-38 earbincs. The men departed the same day in the
direction of YONGWOL (1140-1590).

Interrogatlon of a Com-unist ex-revorter anéd distributor for tie
CHUNGWANG IIBO in CHUNCHCH (1060-1680), who was arrested by CHUNCHON Police
on 09 Deceiiber, revealed that h» was one of 20 graduates of the KANGDOWG =
Political ichool, eact of PYONGYANG (880-1820), who had come to South KOKEA
on 06 Deceiiber, These men had been instructed to operate individually in
different villages in South KOKEA. 4 raider captured by Police in SOGONG-NI,
WONG GUN (1090-1610), confessed to.have hidden 2 Japanose Mod-99 rifles and
122 rounds of ammunition at Mt. PAEGUN (1090-1600).

COMMENT: These are additional .isolated instances of
aetion by small scatt red groups of raiders,
South Koreans, trained in the Kanzdong Politi-~
cal School, Due to difficulity of Police and }
constabulary operations caused by the rugzed .-
terrain this tyoe of action can 'bc amected. to
continue,
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5.. WAR POTENTIAL

‘Eéonomic Review.

The following review of recent economic develonments was prepared bv
the State Department Economic Mlssion.n

. General. .The major ceconomic develonment of the nast fortnight is the
increasing temno of rice collection after a poor and tardy start; it is
still too early to predict the, outcome but.food . exnerts are agreed that
the Government can hardly hooe to exceed one«half of’ the goal of 7,500,000
suk. While most prices have changed little since. the.last econonic review,
the free market price of rice advanced sharnly from 700 won' per small mal
(16.5 1bs.) on 20 November to.830 won on 05 Decenber. Factors contributing
to the rise ‘are the. doubling of the official ration price on Ol Décember
to 300 won per small mel, and reaction to the nrOLress of the 0011ect10n
program.. The black market nrice of greenbacks Temained steady:at’l,100
won, while Military Payment Certificates hove fallen ellghtlv to 520 won.
Gold continues its slight decline to 1,520 won per gram,.probably reflect-
ing the curtailment of the Chinese market for smuggled metal, Currency in
circulation passed 40 billion. won for the first time despite a virtual
halting of commercial bank loans. The rise is due to advances for the
rice -purchasing, continued deficit spending and .the persistent failure to
collect a reasonable percentage of the proceeds from sales of civilian
suoply imoorts. The RCA facilities in South KOREA passed to the ovmership
of the Departmont of Communication on Ol December.

Food: Rice collect ed as of 03 December totalled 207,649 metric tons of
polisied grain or 18. 5 of the purchase goal of 1,126,000 metric tons. :
The Office of the Controller of Comuodities estimates that 17% of the rice
col1ected coastitutes rental .and partial nwvnont for former new Korea

lands; 53%% from small farners and 30a from large landowvners. - The
National Land Adm1n1°trat10n reports that. 90% of its rice for land vaynent
has been turned in, There is reason to fear a levelling-off in collections
after rental and land-sale rice is received unless means are found to in-
duce small ovner-farmers, who vroduce the bulk of the crop, cooperate more
fully in the collection program. At a similar date in 1947 ebout two and
one—half tiues s much rice had beonvgolliected elthough the 1947 purchase
al v only two-thirdg of ‘the 1948 %ggure. the Linister of Agriculture,

&0
1tho§§u he ma intﬂlns officiaY~optimism, has toured the eauthern provinees
ulate =ale° Jn 20 iovemper tue Prnsldent nade a radio address re—

garding the collection program in which he invoked full supoort of the
people, The tone of the address indicated the.importance appareatly
attached to the program by the President, who hinted at the serious situa-
tion att_ndnnt on probable failure, The price of rationed rice doubled on ,
01 Dece ber, as planned, to 300 won ver small mal. On the same date the
official caily per canlta ration throughout South KOREA was raised to 3
hop (about one. pound: in SEOUL, 1.6 hop of rice, and 1.4 hop of other
grains; elsewhere 1.5 hop of rice and 1.5 hop of 7 other gralns) following
the, preliminary trisl run of the new ration in S“OUL during 16-30 fovember.
The extreme unwisdom of the ration increase: at the presat. bime was high-
lightet by Minister of Agriculture CHO's .announcement on 39 Novenber of
the release .of ‘10,000 metric. tons of, 1nnorted grains.from the national
reserve’ forrationlnﬂ The national reservs.was reduced to about 45, 000
metric tons, but since the Mlnlster of Aﬂrlculturu annoupced on 26 -ovcwbnr
that portions of ‘the nemlonal reserve. stored in the nrovlnoes outside the
metropolitan area are subject to local disposition, ‘the reserve under’ the
authority of “the National Government .was actually 25,000 mstric tons ore-
sently stored in the SEOUL-INCHON area. On Ol Decembor the ration rolls
in all South KOREA were reduced tq a total of 7.6 million .persons; SEOUL
Tolls will remain at 1.8 million through 15 December on' the insistence af
the mayor, aftur which' the rollq will Do cut to 1.3 million. . e’ adJu“ted
rolls at new ra tions will ra qplre about 54,000 metric tons of rlce and
49,000 mstric tons of .other grains for all South KORTA in December. It is
clear that no such stocks of non-rice grains are available, and that to
suoply the indicated deficit in rice would uake drastic inroada on the
stocks collected thus far. ’&‘_ ',;A'L,U/L/
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Power and Industry! The avefage power production during November was

a little under 68,000 kilowattds The last half of the month showed an
improvement over the first when production averaged 65,000 kilowatts, bubt
outhut continued to be far beolow the November zoal of 80,000 kilowatts.
The supply of coal to the YONGWOL power plant remains the key to the cntire
problem. During November daily mine-to-plant deliveries averaged only
about 4C0 tons. On 01 December YONGWOL used 580 tons of coal and rcceived
from the mine only 284 tons, the balance being made up from the stocknile
which on the same day, was reduced to 5,123 tons. Tho disercpancy between
coal rcouircncnt and availability is indiccted by the cstirate of tie head
of thc power mission that with 2,300 tons of coal vcr day YONGWOL cculd
nroduco 90,000 kilowatts, barring brealkdowns, or 139w of the present Bouth
Kbrean prodvction from all sources. An additicnal limiting factor is the
capacity of the coal-conveying cable, which has a theoretical: canscity of
1,400 tons per day. One of the two cable-conveyors is now replaced with
new material; last difficulty is still encountered regarding clips for
coal buckcts. The coal rate at YONGWOL is also high: 1.29 kilograms ner
KWH; tais snould be no higher than 1.1 kilogram, The Bower Barge Jacona
is now operating four boilers and has reached a neak output of 21,700
kilowatts. Stoady oroduction , however, is now 18,000 to 19,500 kilowatts,
an increase from the vwrevious 12,000 to 14,000 kilowatts. TANGIN-RI is
oroducing stoady at 11,500 kilowatts. Three boilers are being used, the
fourth ie being retubed; TANGIN-RI could oroducé 13,000 to 20,000 kilowatts
with four bollers and prover firing. The Bower Barge Electra is producing
2,100 kilowatts; one danaged .cngine igmnow being reolaced. CHULG Pyung is
being acld to the river flow and is oroducing 10,000 kilowatts. The PUSAN
Stean Plant output is less than 2,000 kilowatts as onc turbine is now being
rebuilt. ifter complote rehebilitation the plant ic capable of 10,000 to
12,000 kilowatte.

Mining figures are not yet availnbe for Bctober except for SANGDONG

which mnintained a near-average tungsten production of 90 tons of 60%
WO 3 and an anthracite-lignite production of 47,000 tons compared with tho

July-Scotenber average of 40,000.

Finance: Currency in circulation on 30 Voveaber was 40,293 million
won, up 4.7 billicn won since 15 ancmber. T he bank of Chosun reserves of
bank notes on the sane date were a little more than 4 billion in 100-won
notes and the. bank has ccased to nubllsh circulation flgures. President
RHEE has rofused the bank permission to issue 1,000-won notes orinted from

a U.S.-designed plate of which a reserve of 16.4 billion is now on hand;
but a successful rice colloction program would probably force such issue
or induce o currcncy famine. The increase-is due largely to rice purchases,
lesser omcunts representing the increase in geovernment deficit during the
nonthn, Government revenues during Novembor totalled 2.8 billion won, down
from the October all time high ¢f more than 3 biliion won. The overdraft

rose by 923 million won during November and ér 30 Novenmber'stood at

89,3 billion wep, ,.Won sales. b U.:'S. Army finance- foaccrs in Nevember, -
at 450 to 1 U, So dollam ig or imnted ab ¥45 000, , The abave ond qthor
transactions and'‘renibta ces at ‘thHe same Tate netted the oreign 4
Exchange Bank more than $61,000 during the month, Dollax expenditurcs by

the bank totalled only 2,?10 during the same period. The current govern-—
ment account ~t the Foreign Exchonge Bank contains 2 million U.S. dollars
(exclusive of the reserve account of 23,6 million dollars including tho
pay-as—-you—-go settlement) and 272,000 Hong Kong dollars. OCash receipts
credited to the civilian sunmly ncc“unt in August was 2,4 billion won, in
September 1.3 billion won, and in October 940 million won, Sales posted
during tie saize months, totalled 7.7 billion won, 2.1 billion won and 3.4
billion won, respectively. The cash accounts receivable amounted tc 27.6
billion won; the suspense account reépresenting goods suvolied to government
agencies before Ol April 1948 totalled 8.6 billicn won; and miscellansous
accounts 300 million won; total cash in the accounts anounts to 43,6 bil-—
lion won, 'i:ile cash collections in October were hizucr than during fhe
.Tirst montis of the fiscal yenr, the dron from August to October is dis-
appointing and portends an unsatisfactory performance with a similar re-
sponelbility on the part of tie Korean Government under the aid progran,
From the liberation through 30 Scptember 1948, sovernment guarantced loans
were in the following amounts: 1945, 817 million wonj 1946, 10. 7 billion
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won; 1947, 15,5 billion won; first 9 months 1943’ 2.3 billion won. On

30 Septomber cutstanding balances totalled 4.2 biliion won of which 500
million werc used for the 1948 summer grain purchase; 2.1 billion won for
sgricultural purposes, and 1.6 billion for industrial purpossgs and dis-
tribution of controlled commodities. Other open lines of credit brought
tho total government contingent liability for guarantccd loans to 4.7 bil-
lion won on 30 Sevtember.

Trade: The Commerce Deopartment reporte th-t August and Seot ember
private cxports, in millions of won, totalled 256 and 515, respoctively;
private immorts for the same months totalled 934 and 1,200 respcctivel;r.
Adverse balance pnyments from January through Seotember arc estimated at
1.1 billicn won, Government policy is now to combat the adverse trade
balance throush a review of the trade history of cach export—imoort firm
with n view to curtailing licenses of those companies responsible for ex—
cess imports. A reversal cof the trend is indicated by preliminary csti-
mates of October and November during which private exmorts,in millions of
won, totalled 688 and 902, rospectively; imports totalled 565 and 862,
rospectively. There is no cvidence of repermmsionq from the Chinn situa-
tion on south Korean trade cxcept perhaps a fall in the won »nrice of gold.
The Commerce Department ban on barter with North Korea was lifted and
licensing Tesuned 28 October. Licenses are valid for 30 days. The tem-
porary policy” adooted is to permit no ginned cotton to move nnrtﬂ.' no
vpernit is issued covering less than 30 tons of materials from the north.
Monthly quotes set for imports from the north in metric tons total: car-
bide, #00; coustic soda, 100; pulp, 225; soda ash, 55; carbon black, 5;
fertilizer, unlimited. Bxwort quotas to the north totali electric bulbs,.
50,000; laborers shoes, canvas and leatier, 10, 000 vairs; also emall
quantitics of clectric wire and bicycle accesscries. Discussion with
Xoroeans cof thic vrovosed trade arrangement with SCAP resulted in the pub-
licatlon in a SEOQUL newsnaper 03 Decomber of resulaticns ostensibly doter—
mined to govern such trade: all private =nd goveranent trade with Jeoan

s to be controlled by a government cerporation named the Korean-Japancse
Traocing Company with a branch in Javan; admittancc of Japanese businessmen
to KOEEA is subject to the control of this company with the concurrence of
the Deopartacnts of Commerce ~né Finance; Korecan busincssmen are req
to have an cquivalent clearance; business visits arc to be limited

-1, tradc goods are to be determined by the zovernment; Xorean ond

c crait are to operate betwecen assigned ports; the Korean Foreign
Bank is to cstabilish accounts in both countrics for th. use of
nese goods is to be scld in XOREA for won end Korcan =
Japan f"l ven; favorabl- tradc balance procecds arc to be held by the bank
as an insurance fund; monovclics in special products are to be recognized;
provision is made to revatriate "Korean property" without compensatory ex~
ports. Thals goes beyond USAFIX vrovosals to SCAP, to which no reply has
yet been reccived. Government shivments in thousa:xds of U.S. dollars: to
the U.S. in October, 107, mostly scrap metal, zinc and agar agar; in Fovem
ber, 247, mostly lead and copoer; to Japon in October, 137; in November
46; tc Zonz Kong in October 19; none in Hovember.
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