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. vague and’ general ter;ns 'l;atlng that the task was ’co cooperatemna work
. with and for the bes$ ifgergstss of » rfies peogie; 0 prdilStd° better living
P cond btions for the almy s and pog impreve g:elat:ons m‘@'h tﬁe- people in Formosag S
" © . Econcmically, the GoVerrént's dsi wab* to “nti2aze pmductlon, raise i
: iiving standards and balance as much -as possible imports and exports. ‘

{To deal with the people one must organize the people, explained the-

w)) Premier. They-must be taught to become resistant to communism. The
e ". ! Nationalist Government is for the welfare of the people while the com~
N . | munist government is for their liquidation, explained the Premier., Yet = _
' 1 he felt progress must be like a staircase rather than like an electric ..~ ' * .-
lift~~one step at a time. Ambassador Jessup inquired as' to the fouwrth = . . .
...} point and received evasive answers in thrms of generalities as above. R '
. .1 The Fremier went on to say that success in dealing with all the points ..
-+ -+ depended upon a good government and the creation of confidence in the ~.;
“.; i people. The government could not be corrupt and was not corrupt at fhe
present time. Ambagesador Jessup inguired concerning the first of the L
steps to be taken ~~ was 1t not concerned with the ownership of the 1and?
. The Premier felt that problems of land reformation were only a small part
» <t 1 of the whale problem and that it was more important at the momen’c. to deal
“" "} with the 1aborers and soliliers than wz.th the peasants. e '

.

:’\fter conrludlng remarks on both s:Ldes s the 1nterv1ew was
termlna’ced. o LA U ‘.




NEMORANDUM OF (I)NVERSATION WITH MR. c. K YEN, :
FORMER FINANCE (OMMISSIONER = Jenuary 15, 1950 -
o ,5,00 PL{ Consulate - Ta"pai.~ o

”"‘

. Mr. Yen explained that he had been absent from Taiwan for four years
but felt that he understood the country &nd its eronomic and politieal
problemsr e _
2}.. : Under the Jap rule which lasted for 57 years "the island bscame highly

productive in rice and sugar, Yen explained thet for the first 15 years
of the Japanese occupation they failed to arrive at any healthy balans o
-of trade but learned thereafter to imereasm Taiwan's agricultural productions, :
|  primarily rice and sugar, by usmg suttable fertilizer and. developing an -
d . extensive irrigation system. In the peak years under the Japs, 1,400,000 ;%
% tons each of rice and sugar were produced.. In 1945 only 630,000 tous, of P
rice and 30,000 tons of sugar were produced.  This year a production of. 4
1,200,000 tons of rice 1s expected and next year ane. of 630,000 tons of P

. sugar. The increase is the direct result of use of fertilizer, the.
... production of which on the 1sland is uow greater than under the Japs.
- . Industry results have not been as favorab.s. Production 1s roughly .

: o 50% to 60% of prewar, A serious readjustuent hus had to take place ag’ .

, .7 the industries developed heie lyy the Japansse wers tied in with Japanese
BN .. home capacity and are not suitable for adapiion to & tio with the Chinese
wv . economy. The Japanese refined sugar in o sex rlerefined siste which:was ..

40 sultable for the .Tape.nese merket whils now it must be lully refined
. for export. ' Alcohol was anmubher Ae»nd.;..;g pre ek forms:1ly. lolasses:
- wag exported to Japan., Foomosan <na wad yc:?. aly fmowm and exported to

’ the limit‘ of produc‘blve w.pac:?.m' i« o

% The population of Tatwan is now -uou%; “Bawony million inciuding the
militany while ‘under the Japanese ! 1% was only six million. The island
is obliged to 8upport a military popuiation of 600,000, a sericus drain
on its resources. - Rice ha.a now become a more importaent problem than’
sugar.- If modern nethods'can be adapted, such as the tapping of under-
ground sources for water _the yield ‘be increesed enormously without
any £ further use of land S S e S

e

'On_the budget question, it was stated that: the pruvincial ‘budget
was & level one while other:s wers separate.” The villages, for instance,:
_have secparate budgetery provisions and each village and small municipality
not only collects its own taxes but is privileged to apply a portion to:
" their own needs.’ Pressut tax revenues are mch higher than in 1948 and
1947, In Teply to Ambassador Jessup's question regarding price fixing,
. was explained that there wss none at.ths present time technically. but'
in fact it did exist as a vesult of (a) collectiome in kind (rice),”
(b) barter (the exchange of rice for fertilizer). . Practically no rica
is exported at the present time. The area is in fact “Amporting,. When
the rice is received, it is- distributed'to coopera»:hres and rice shops




‘ ’where it is sold at government-ﬁxed priceau The govemment follows thea" -
" prectice of relsasidfy S1te,infio the, merkéteaprdngs to necessity, This
policy, therefore, fas Ehe; effiects of étabﬂihiﬁg ﬁlﬂbtw.tions in the ‘

marketu B s B "“‘." "" I " _0‘0 . ooo o' :

: Financially the trend. is favorable toward 'balancing the fisoal
balance but it has not been actue.lly possible to date because of the .
tremendous drain caused by the burden of the militery. Regarding inter-
pational balance payments, the situation 1s better and the island should
socn be able to export more than it imports. Mr. Yen estimated the total
value of exports for 1950 as $60,000,000US. The main export items fozh
the moment comsist of sugar, which accounts for 80% of the total, and
tea, accounting for approximtely 10%.

o Ambassador Jeseup 1nquired whether the provincial government presan‘bs
any part of its revenue to the central government, and was told that only
customs revenue and the salt tax, All others were retained by the y
provincial government, Total tax revenueg NOw amourt to approximately
$5 000 000 Taiwan per month. e

o M. Yen t’nen sp ake in strong terms of his opinion aa to the'
immediate steps to be taken to assure the survival of Formosa. He i‘elt
that the Gemmurlzt Government must immeddately abandon all its ideas of-
counter-offensive .and should edjust, the military plans of the Aruy -

a.nd Nayy to tha present financial potentlal of the goverument, Milifary .
forces must be reduced to fit present capaecity and military otrategy must:
bis adapted to the financial means of the government. He felt that theoae
_stops would not jeopardize any military plans because & ‘smaller more .
eft‘ectzive army would be worth the present large ineffective fm‘ceo




' MEADRANDUM OF (DNVERSATION WITH"DR GHORGE K. C. YEH, . ?_
MH\ISTERDF.WRHGM AFFATRS, ~ 6300 B = Jap+ 15, 1950,.. -
Hs:m i Lﬂ, .Elrh'lf Sectiotx,'.t\o..lh. .Ea:tpél. e
e ® q 4 . @ ;

[ ]
.
.

R After prellmlnary' remarks Dr. Yeh explalned that the m]itary
budget of the Nationalist Government . must be cut by two-thirds in the
immediate future; that the only solution to their present important .
problems was one of retrenchment. He stated that there were now 600, OOO ‘0
troops under the' control of the Nationalist Government, of which 300,000 .

. were combat. troops the balance belng 1n supply and admm:.stratlve serv:Lces.

Concernlng uhe Government's :meedlatc polltlcal problems 1n"
Formosa, the Foreign mln:.ster appeared to be very optimistic. - He expla:v_ned'
_that it was their plen to. take as many Taiwanese as possible into the *

" Central Government znd that. they should take advantage of the fact that

the Formosan people were not hostile to the Central Government. Within. .
the government itself he felt that the persomnel and administrative setup
should be cut to the bone in order to s retcn out the:.r funds 'bo the oy

Regarding Hainan Island he felt that it was ‘bhelr grea‘best
presen’o military problem and stated that the government had decided to
- keep refugees from Halnan‘from comlng to Formosa for that would only in-

thau they were no. 1onger coun'blng on, any i‘orelgn aid of any kind..
the Government's task . he stated, toy"defend Taiwa.n to the last ditch.":

mebers of the Assembly who. were ‘1OW such a drain on, the Treasw
"'consitutiorw.l parisites" who ms ybe gottn rid of at all costs




e T ‘ 7 " TR e ""‘“"”‘%:’;L,’ﬂv :
REMARKS;OF AB'f’oADOR AT LARGE PHILIP C. SUP AT DINNER GIVEN -
BY PREMIER YEV%TSI*SHAN AT TAIPEI P‘ING K AR - JAN. 15 - 7 : 00 RV

v“‘ ERI
_.‘.

Nr. Premler I deeply appre01ate your céarteous hospitality\

.. ...l o IU'.' I 0.. . .f‘ .0
...

and the very gnapaons Words wh;ch Ydu haVE ﬁust spoken to me.'

" Although 1t is true that this is my flrst v151t to Fhlna I

have had many close contacts w1th Chlna thrc'ch many years.. Sompr.h~
of these contacts whlch I value hlvhly have been with Chlnese:, ;:

students who attended my lectures at Bolumbia Unlver51ty, Others;**
have been w1th other Chlnese scholars, offlclals and bu51ness'

xS r R

' men 1n the Unlted States and at 1nternatlonal confexences.. For

h

many years Brs. ;essup and I planned to v151t Chlna and hoped

Fo spend a year 1n Ohlna when I had leave of absence from the
Unlvers1ty.; Unforuunately, when the tlme for our 1onL—awa1te

s 4!

visit arrlved the Japanese had attacked Pearl Harbor and iy
was not a tlme When we COULd comeo‘ NOW We are very haPPY tddbe

able to v151t here even though in the course of my present trlp

‘ thls v151t must be very;brlef*

»the contlnuation of that frlendshlp;% I sha11,c0n51der it
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MEMORANDUM OF CONVERSATION WITH MR. YANG CHAO CHIA,
: Member of thd Brdtingial Adgipistrativg Ooug-3se i, o
- cil in Talwan.- Ta::.pei. .Jan!wt'y'lé R I T e

o b-b % ooo o - .o Qc o o. o'o(o Y

A pr):’ e :mterv.,.ew was held by Ambassador Jessup W:Lth Mr. Yang in the
Consular residence on January 16, 1950. Mr. Gibson and Vice Consul Osborn ;
viere present the latter acting as mterpreter. IS v e

o Mr. Yane, bega.n by apologlzlng for not hav:mg ha.d a receptlon :f.‘or the R
Ambassador, but. explained it would be unwise at this time. He then explained . .
- that he agreed thoroughly with the White Paper concerning corruption and - .. . 70
rottenness generally, He commented that under 51 years of Japanese rule the -
Taiwanese were resentful and anxious to get closew to China, their ancestral -

 home, They favored England and America in the war, rejoiced in Japanese de-
. feats.,. After the war the Taiwanese received the Chinese with enthusiasm bub ;
it was not reciprocated as expected. They soon found that the KMT rule was *
more feudal. and colonial than that of the Japanese, The Formosans on the .
maiiland were very badly treated. He cited his cwn case. For thirty years -
he had led the exiled Formosans in China yet at the end of the war he was .
arrested in Shanghai and held prisone? for 42 months before being f‘reed and:
allowed to return to Taiwan. Because of the oppress:Lon of the people an a.nt:.—-
S Ch:.nese movement has ga:.ned cons:.derable momentum :Ln Ta:.wan.

, Under the four post-war Chmese Governors the Km‘ should have ta.kenu
some Taiwanese into the Government. . They failed to do so. The Government
has fajiled utterly to use the talents of the Taiwanesé or give them any -
‘authority. The Japanese built up a good economic¢ framework in Taivan W:.th
. Japanese capital but only because of the sweat a.nd tears of the, Formosan 5
peoPle themselves. A ' g Eyneiy

«

The Japanese :mdustr:.al capac:.ty has been destroyed and despo:_led by
" Chinese waste and pilferage. This is Taiwan's greatest tragedy. The Chinese
refuse to employ the Taiwanese as anybthing but coolies... Taiwanese peasant
are orderly and law abiding. - The Japanese were therefore able to keep them':i:
" under control relatively s:i.mply Production in Taipel is not only 60% of pre~
war. - The financial situation is rapidly deteriorating = thers is an increased
. eirculation of money with lower purchasing powers . Taiwan is grat,ei‘nl for ECA
but they are making only a small contribution for the goods do not. reach the:

consumer unt.ll they have enr:.ched the m:.ddlemen enroute BT

: There Were ZL'LQ upr:.d:.n:s in Ta:.wan n.n 51 years under Jg,pa.nese rule, The
Fébruary 1947 revolt was’ against the “oppression ‘and eruel methods of the KMT.
" People were arrested, imprisoned and even execubed without trial. There were
" disappearances and Gesbape methods, It will take 20 yeaz's to replace ’oh 4
Ta:_wanese leéders lost, ab that time ‘

Because of the KM’I‘ methods the’ people of Ta:.Wan have grown further and

i‘ur'oher away from China, H3 hopes that som.eth:.ng will spring from the people:

140 assure Taiwanese independence but is not tod optimistic, He has told all“
3 this even to the Gmo_.-- l‘ho mlltarz-must-beoseparad;=ed..£rom. the civilian

v,




i

‘Yang Chao Chla

.
PRV . ;-"

adnﬁnistration. ‘I.‘he Army did a.nd is domg noth:.ng to resa.st the Commun--
ists, is smply awa:.’o:.ng them. ' :

o+

Dr, Jessup mqu:.red whether the G:uno agreed with h:Lm. No, he did noh.-
He accused Mr, Yang of being a dissenter. Yang explained that he was the
only one who told the Gimo the truth and that the Government must be based
‘on truth. What he told the G:.mo was new to him i'or no one had the courage
to te]_l h:.m tha’o be.«.ore AN e ‘

“

Yang spoke oi‘ the tragedy oi‘ the Ca:.ro Conference dec:.s:.on wh:ch‘ ga.ve
Taiwan to the Chines:., He stated that we had a responsibility in the ques—vgj'
! tion for it was President Roosevelt's decision, Taiwan must, he believed,

. be separated from the mainland until lines could bring them together in the
future. He drew a parallel with the American Revolubion which separa’ced

two people of the same origin and did not prefent them from coming together .
for their mutual benefit at a later date., Mr. Yang hoped to plant the eeeds o
which would lead to an eventual plebisc:x.’ce of the people ‘of TaiWan 80 ig t’
they m:.ght choose the:.r own, dest:my : Eap TRl
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At the Consulate in Taipei on January 16, 1950 Dr. Jessup received - -
Messrs. Hsu P'ing ‘and Lin Teng-li. These gentlemen had been chosen by the
. Consulate as representat:.ves of J.n:f‘ormed publ:.c opmlon ‘nng native Tai-

xe v

Mr. Hsu P':Lng expla:med thc.t Formosa was a very important part of China
and as such must be protected by all democracies. It must be given m:l:.tary
- and economic aid for the sake of "world democricy".. He stated that there
. were no communists in Taiwan as there were in Hainan. There were, moreover
. no guerm:l_Las. The recent success of conscription in Taipei is notewcrthy.:
They joined w:.ll:.ngly and were strongly, anti-communist. . He described the
economy of Taiwan as sound and the prQﬁsects of mcreas:.ng production as -
good, Taiwan has normally an export balance and will again. Good progress .
has been made s:.nce llberatlon and prewa.r standards can be surpassed. Ceto

\n ity

s Mr. L:Ln agreed w:.th Mr. Hsu fully.’ He explamed that Ta:.wan was a'.L'L
there wag'left of China, that the people were convinced they must resist
communism. They could do so but must have aid. This should be in the formm'

of financial help and military advisers. He hoped we would gwe serlous

cons:LderatJ.on to the sendn.ng of a m:L'LJ:bary m:.ss:.on here. :

Mr. Lin referred to Governor Wu as a capable and enllghtened man.”
" him the Formosans can speak and there is not the supression there had been:,
~ under other Nationalist officials.  He expressed his gratitude to the U.
for having released Taiwan from the Japanese yoke and returned them to’ thei'c
fatherland, China. It is the fondest hope of all Ta.:.wanese that the U,°
w:L]J. not allow the communlsts to capture the Island. i
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MEM Q R.I} r!.D. UpMn‘no'o e

January 16, 1950.

Subjedt; - Call by Dr FU Ssu-nien on ‘Ambassador Jessup.

Dr. FU Pres:Lden’c of the Nat10nal Talwan Unlver51ty

called on Ambassador Jessup at 11 15 ae m.,’ as per appmnt—"_*‘-”

ment brlnglng w1th hlm about tw'=nty-f1ve members of the

f faculty of h:Ls Un:.vers:.ty and of ’che Ta:.wan Teachers College,
' :'All v:Ls:Ltors were 1ntroducec1 to '

Dr. Jeosup, d they presented h:u.m a scroJln The glst of

v ..0

quy 'of ‘bhe Teacners

1n the secondary.
; } . a o

ear1~y 80%- Taiwarrese‘. "
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Call by Dr. FU Ssu-nien

,

strove to cultlvate the spirit of academ1c freedom 1n'“

its students. He also mentioned the great demand there

is for hngllsh s»udles and how low ‘the standard of Engllsh

L

is among the students. ’
Although Dr. FU stated that he and the professcrs had

not come to press polltlcal v1ews on the Ambassador but

5

TT&' were expressed by the v1s1tors. Dr. FU felt that the

overwhelmlng of Teiwan w1th refugees.‘

“ 'lr‘ Q
. b

Other expr6351ons of

s o0,
O




o

oes o
.

(XX 2.2 -2-1
.
...0

L]

[ 2
2800860
280800
XX T}
sweeee
(X2 N X 2 ]

(A1 X]

Call by Dr. FU Ssu-nlen

‘and the'need for éympathetic'understanding on the part of
the United States ﬁo bolstéf the spirit of those on Talwan

who were attemptlng to preserve 1ts freedom. Miss CHAO’
of the Engl sh Department stated that durlng the year she

had been on Taiwan she had seen the animosity of the ‘" ;
/ Talwanese tcward~1 the ma1nlander= turn to love and dependence

upon them., A professor of law mentloned the lack of a legal

'

system and tralned Judges and procurators in Communlst Chlna

EWM/me S |
‘Taipei January 16 1956'*”



‘ t.o the General and Ambassador Jessup. R

I&EMORANDUH oF CONVERSATION WITH GENERAL CH'EN CH'ENG,
Former Governor. of.’falwan:, e ew. ae

Talpel, January 1_6.,. 195() | . »-..'E‘ :-

R .’. e e’ e ’ RN
: “The J.nterv:Lew was held at the Generalls res:Ldence on January 16, and. was :
attended by Mr. Gibson, Consul Martin and a Chinese mterpreter in addn.tn.on

B

The General opened the J.nterv:.ew by‘ asser’o:mg that the Communlsts were

) then.r mortal enemy. In the past they and the people did not understand the - . :

' menace of communlsm but now there were no doubts and the s:.tuatlon was clear.' .

v The General spoke of his great cooperat:.on with General Stillwell dur-

ing the war, the training of his troops inYunan province. He spoke of his':’
cooperation with the ECA officizls at the present time. He spoke optlmlst:.-
cally of the improvement in living conditions for Chinese troops in Taiwan *.
over recent months., They are better housed, clothed and paid than in the .~ ‘
past. This has resulted in better morale and increased military efficiency.
In this regard the General referred to the recent vichories on Huangehi Island

*' off the Fukien coast near the Min river mouth, In Weichow Island the same is -
“true while in Hainan communist bands are under attack. The General hae great .

s confidence in ’ohe poes:.bll:.ty of hold:,ng Ta.:t.wan.

- Dr. -Jessup mqulred whether the General could say a.nyth:.ng w:.th relatmon £
to the present situation in the Army. The General replied that two things .~
had caused the defeat on the mainland: * 1) the lack of coordination among. *

various branches of the army, and 2) the fact that the soldiers were not paid :

for long periods of time and actually went hungry. The General spoke of oute-

'side defenses’ other than those of Ta:ma.n.v These include the Chusan Islands’

- and others off Amoy,. He said that these outer installations aided greatly in
" the blockade 'of Sha.nghu:x. and are most effective in prevent:mg the Communlsts e
. from mass:mg junks f‘or any :anasmn of Ta:.wan.

Pieo

* The Gene'ﬂal spoke c.f.‘ ’ohree ways in whlch ‘l‘a.:.wan could be conquered. ,

l) collapse from within, 2) 1ni‘:1.ltratlon, and 3) armed invasion, He feels

that the first possn.b:ln.ty is now extremely remote. In order to forestall

the second many of the early refugees to the Island from the mainland have:
" been r eturned and a rigid system of screening is now in effect. Moreover:: .
_there is ‘1ittle progress in internal infiltration for the people themselves
3 d b

1t and report agents to the author:.ta.es. ¢

W:.th regard to armed :_nvae:l.on the General was ocwdevotlng his full atten

" jtion to this problem, That was why he had resigned as Governor of Taiwan. He

and’ Dr. Wu had an excellent work:mg arrangement and engoyed full coopera’o:.on

, 'I‘he General is in i‘avor of d smaller and more ei‘ficient. AT o Numbers of
" - troops must be decreased in order to lessen the burden on the people.. Froam a '
. purely mllltary standpoint bhe defense o.f Ta:.wan wv,ll be s:.mpler w::.th a sma.ller
force. ' ' y ‘ &

o Jess ‘up mqu:.red whet}ler -tﬁe neral had -cmnpleted' }p,q plp.n i‘or the re=-:

i ductiozi of the army. The Generaf, re,pln.ed that he had, He explamed that in®

reducing the number of troops he womd be able to pay them more énd ha.ve a more

efi‘ecgolv force general_‘l.y. .

CONI' IDENTIM
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mmmmnm OF WNVERSATION WITH GOV. K. G. WU. Ta}peh Jan- 16, 1950
S | R 3 5.5 ". SRS SRR B

After lunch:mg m.th'Governcr and Yzdame Wu on-Janua:'y- ié' t.he Governor }
and I retired to an ant&~room where we proceeded with our d:.scussions. We ...
were accompamed by Charge d'Afi‘a:.res Strong and m. Gibson. : S

Wu opened ‘the interview by stating that Talwan can be saved and that
it will not be given up to the Commies., He described the Taiwanese as be—
ing very patriotic by instinet and nobt abt all given to Communisme During -
the Japanese occupation there were 10l uprisings in 51 years, The Taiwanese S
thus proved their opposition to alien rule and this may explain partially
their aversion to Communism. A1l obher Chinese territory has always had .. . .o .

" Commie minorities but not Taiwan. The Taiwanese are emotional and the Japs - .
took advantage of this in their pollcy of divide and rule. The Japanese gave
them no responsikilities, I

| Ab the time of the Chinese restoration the Taiwanese were divided into
three groups: 1) those who worked with the Japanese in order to make a living"
but were not collaborators, 2) the patricts who went underground and Wanted
the Island restored to the mainland, and 3) tus patriobs who left. R went to
the mamland and worked fram t.here.

,"‘

The TaiWanese gave those in group hree a hearty welcome upon then.r retu.rn
but their enthusiasm later changed becuase of::. a) corruption, b) the bad /-
discipline of the troops and police, and ¢) the monopoly of high offices by
mainlanders, Wu explained that the Central Govermment had to rely on'group
- 3 because they knew nothing of those in groups l and 2. , They could not, be
© ‘sure of them untll they were tes’oed. ;.;w R v : ,

AR The elections after restora.tlon were not really free because pract:l.cal,
'/ considerations made it impossible. They (the Central Government) were thus s -
forced to rely even more on Group 3. They thus took office promptly and are ," CN

. in great part, still in office. Wu described the upr:.slng of Februa.ry l9h7 RS
_as be:mg as much agamsb them as agams’c the Chmesee

Fh E In order to correct present :x.]ls there must be three steps taken l)
pol:.t:.cal reform, 2) economm reform, and 3) m:l:.tar; rei‘orm'

T Under (l) the Central Government must agsure that more Talwanese tak
.+ positions in the Government and take a United Front with the Central Govern~
., ment, Next they must eradicate the privileged classes and open Government;
. owned industries to the Taiwanesé. They must permit freedom of opinion, .’
The press is now free, persons must be made freé. The secret police must’,
be purbed. Free elections must be held as soon as possible. They must be
t:.med properly to avo:xd arw danger of co:.ncld:mg mth an attempted invasion,

/w

Amba.ssador Jessup asked if the press is perm:.‘oted to cmt:.cize the”
Central Government and was told it could with two excepbions: - 1) 1t mus’c.‘
not be pro—Commum.sb and.'z) 1, mustg x;oi; d:,vulge’m:j.p.t‘m;y-secpe-bs

- o o Yo i o ;

I Regard:mg economic fe!‘.oma G’ov.av}nér.w -apoke of !:Ha neetl .’c‘dr more pr

) duc’cxian, i‘ree enterprise a.nd 1and rei‘om. . Inxegaro. 'oo the 1a.’cter he has

4
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[Gov. K. C. ¥Wu - , =2 - T, Ta:.peh Jan. 16 1950
written General }..cArthur &,e .aslt roir‘ gledahce “n putbmg :mto gffect a land
reform program based onsihah used §in fdfan,s Dd. W8 spbids of the desn.rabn.llty
of putting a social secur:.ty plan into eftect, . ,

The big snag in pol:.tn.cal and economic reform "Iu stated is that t.hey
will be ineffective without military reform, the military budget is a very-. -
important ibem; the top men in the military are incompetent. They are not = 1.
bad bub are simply ignorant of modern means of warfare. The young officers; '
American and British trauined, are much more capable but are powenless. The
top military chiefs do not, for msta.nce s €ven know what radar is, they have
never seen it, . ‘ ~ ‘

- N

_ " The caste system in the army and navy was descrlbed as very bad. The
« . f lower ranks cannot speak to the top renks, their super:v.or m:.lltary knowledge
must therefore remain use.Less. .

| The Gimo is aware cf all this according to Wu and would like to do same-
thing about it but he 1s ver'y proud a.nd surrounded by people who i‘a:Ll to t.ell
him the truth. R e ; I S

Wuts final oonclus:.ons were that:

l) Talwan is not beyond h0pe , 2) as U. S, pollcy is def:.nltely anti-
commum.st the U, S. must do the follow:.ng with regard to Taiwan: .

‘ .

" a) Furm.sh economic ald, b) permlt the Government t.o use a part of this -
economic aid to employ foreign military ad visers., These men can break up ..
the military cligue and advise the Gimo and his officers that they must give
up any thought of reinvading the continent (purely political in mo’o:.vatloni
in he first place and not really seripus) and concentrate on defending ..
Talwdn then concentrate on-the training of a small bub effective force. ‘, .1,

. felt th:r.s policy could be followed without dls’ourb:mg our pol:n.cy regardmg
Formosa. as recently stated by the Pres:.denb.- :

. y

N .

v

, , Dr. Jessup asked quest.ions concern:x.ng the prov:.uc:.al and central govern-
ment budgets. Wu explained that a limited portion of the provinn.:.el govern=
ment tax receipt$ goes to the Central Goverament, that this limit is soom

reached and cannot be surpassed as there simply isn't any more money. Wa

claimgdcothat he has been smpported by the Gimo in his refusal to exceed the

llm:l.t after being pressed to do 50 by the Cenbral Government. i



MEMCRANDUN tm coﬂvaasm WiTH mwussmx CHIANG KAT-S
‘ TAIPEI, TALVAN " January 1&, 1950 -

e We ualled on the Gemg'el?.asiilo ﬁt.luw P’.}a At hi umn&r home at
Asoashan. Ur, Strong foids the Fopw gn Micsier ttlat bus aitlalo’ group
" would call; this having bean decided upon to give the meeting an infoma.l
7 goeial charactar yather than a confidentigl interview. The Gimo's house *
g 1ocated quita hi%h bhe mountains but on]%ogbout a 20-minuts drive
from the center of ai ei. There was ons pill, with ons sentry in one
~of themany curves of - e mountain road, aud we saw a few gelitérs aboub
‘but there was no'great display of military protsction,  We were grected
by Ambagsador James Yu, Chinese Ambossador to-Rome, vho had been on their -
Dalegation at the last UNGA and who had goraviously been ons of studants. .
Although someone clse had been supposed interpret, he had arrived late
and Yu interproted. Gonsul: Edward Martin told me later thab thﬁa wholo
‘the :lnter;pretation wag quite gecurate and that therd vasg no—sgw
any av t 10 color eithar my gtatemsnts or the Gimols, . ° :
Hadame. C . cariain shortly and we were seated so that I could talk vﬁ.th
the (:lmo while Mrs,. Jeasup. talked vith Madams Ghiagga After the usual
" exchange of pleasantries which I gave the Gimo mogsage of greeting
from Sigmund Rhee, the Glmo began to ask'a detailed series of quastions
abouis T an. His central irtersst was the 8 uestion of communism in Japan®
and his fim contlusion was that after the ocupation forges. were withdrawn
bhers’ ‘muld be great: dsngor that Japan woul commmist, ' He yanted to
. know sbout ths extent of econowlic recovery, a it the success of theland.’’
. reformy; the ganeral lobt of the farmer now es ccmpared to prewayr, the stats
. of the export trade and" particularly wanted to know about the rice supply,
tha' amount we were contributing for the'importation of food stuffs and the,’
*incraasa :tn thg "I was’ particularlgag.n terms of the - incrsase .
“of food that hae ed his conclusion that .
3%

gvér ixIx Japan.j;‘g

ug placos I was

: ' 5 ﬁ:%ge a;xd askad ma Wha'b

th El:i?t:l gjégyto w6 ‘aha » gardless

o) i %niaing the Chinege’ amwmﬁ.sts
hosa was that the: British

the light of theiy histc
dmportanse of the Far Eaa ¢
British policy wad thab they ad
.'bo Eﬁe place i%gmia ;:bl;@r t.han:i.n{"ra
comzmnlata, wag designad-to's !
Sinal olaan would oo’ in -dsia Ltgels risd :
interprata’tion of these remarks was acourate and it ‘seenad - clear
;: ng -in tes £ motivitation of British poliey:and no marely
tg: resulise A Lthough  the. Gima referre,




: tbus eontribwms 0 ’che succass  of comun:}_m ‘bhmughout ‘bhe world. In orde:q
“to moke sure that thers was no misunderstanding, I repeated that I was not,
attenpting either to attack.er 1o defend tho Dyitish recegmidion policy
" “and that whether the Gimo&ssestinate wig: coxrdet it eadndd to fie thabt the -
other two factors were Basid ins Britisl’ poli‘cy 29 o whold, SCMra was
considerable sparing sinde L' sebmdd®td he' that the’ Gido‘Wwhs'trying to
‘1ead the conversaticn to a point in which he could argue that further -
" American aid to hiis was the only way in which the world could be saved, . -
‘¥e said. that he hoped I would convey to Presidenl.lruman his view that the
situation in Ching was the crucial one in the world struggle against
. communism. At one poind in response to his saying that he hoped. the Umted
© Stateo would realize the comunlsh mensee, * I told him there was no question
.- that we recognised the world nroblem of communism. I told him that we had
“ 7 to face that problem net only in Asia bub also in Europe and the Hiddle Eag
. " in Africa and in the lmericas. I pointed out.that there wers necessariliy
w‘short-range anxd long-range problems which had to be solved, . (iir, Martin: _
75 told me later that the idea of "long-renge problems™ did not gab over dn i
" the tranglaticn,) “As the" Gino’ commented onthe probability of the comamigts
- sweeping over Southsast Asia if nobt checked in Chins, I asked him whathsy -
the large Chiness commnitled in the Southeast Asian countricd had turned
comrunist and vhether anything was being done to hold their allegiancoe
"fsyAgam there wag. some confugion in the translatien, but the Gimols. Sek)
{"idea was that,if the communists Were stedessful in Chinay tne could expact
the overseas Chinese to stay loyal since they would of course follow *the '
-} eventy on themainland, He seemed to have no concept whatever of the |
%‘ possib:.lity of influencing the opiméns of _these groups»w.., :
He inaisied several t:’xmss 'hhaﬁ he conside"ed'm,,' misswn to the F O
Ea.st of sgreat ivportance and said-that I had the responsibility of da;bemining 5
~whather Ohina would'be £rea ox not and whether there would be peace. ox wars . -
© I pointed out to him in genaral terms-the broad extent of the special con
- glderation the. United States;was giving o the problems’of Asia and, the”
Far Eash and spoke of our. conferenco in Bangkok,:: The' Gimo vias very ,particu"larly.
i interested in knowing when I would be back in; Hah :Lngton. . (s} 2
‘details concerning ‘the furtler stops on the trip and how I planned %o return
. to. Ameyioa. ' I told him that I expacted’to be back thore the fivet part ofy
Harch. In the ‘courss of the conversation, I was watching for. indiqations
L. the Gimols familisr view that war between tha Soviet Union and the: United;
States .would bresk cut soons’; While much of his conversation was along th
‘1iney he did’ not say anything wery definite on- the subject befors I |
thaty vhile wa were gombating communism throughout, the world,
,believe that the soluticn: was. 4 bo found through war end we did
wor with the Soviet Unions Not in direest reply to this 3
aftarward,: the Gimo-in again commenting on the denger arising. from the loasi
of Ghina suggested that war vias bound to coma "in a few ;years,

: : : 5 : his
T talked brd.eﬂy with Madame "hiarﬁgo ha began' at onoo. r;ith graat bittemgss
to speak of the British racoe;nition -'She ulcened it to Munich mwl thou
X was’ motiva’wd ‘b‘y the | Eop -th :
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S Thae Gimo ge to ba in exccllent health, There is no question of « ..
* the closeness with which.hsé holds all the lines. For example, Nr, Jeruho.. .
- lunched with us at K. Gy Wils {old me that,ha had.twico dalked with the -
Gino before ha had agreefl %o deeedt Ky Lf.Tula MWditakitn fosserve ag . -
Commissioner of Financg pff thq ProvirmgeRal Govelrdndnt.t Yeniwinted assurance
;- that his-financidl adn¥mispration towld not M Wldcked Uy #8litics and that .
~.. the'Gimo would not appoind. or defend people excapl on the barls of marita, -
. (I was quite impressed with Jens He is the ono who had chargs of the rige. :
. retioning in Shanghal when K. Cs Wo was mayor.. ir, Strong told me thab ho .
- conglders he is.as honest and as competent as his cGonversaticn indicates.. - ‘
. He is evidently trying to do a geod job andparticularly to eontrol dnflation,
+. A variety of other incidental comments and bits of information furthay .- R
" indicated the Gimols wide range of political ‘zetivity and control PR
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: NOTES ON CONVERSATIONS WITH DR, CHIANG MON-LIN AND -
DR. JOHN EARLGBAKER, BOTH OF JCRR =~ J'anuary 16, 1950
: . i.qralpel’ w&mﬁ. se .o. .
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I talked ssparately with Dr, Baker and Dr. Chiang Mon-Lin about the
work of the JCRR of which Dr., Chiang;is the Chinese Chairman. Both of
them feel quite well satisfied with the progress which has been made both
on the land reform through rent reduction and in their other projects
of irrigetion, pest control, etc. I was struck by the fact that both
of them emphasize very strongly the need for proceeding very slowly with
such projects and also the inadvisability of trying to spend any large
amount of money. I discussed with Baker the applicability of the J(RR
experience to the Point Four Program. He thought there was a definite
connechtion and that their experience would be useful. Like Dr. Moyer, - . .=
he emphasized the need for careful preliminary surveys suggesting &l:one -

" point that, even if you had people who knew the country well, it might -
take you two years before you could lay oul your plans, It is necessary

to find out what the people want and then let them do it to the greates’
possible extent. For example, in China he had urged that instead of i
sending tools we should merely send iron and let their own blacksmitlbs
hammer them out. Both Baker and Chimng spoke of the resistance whirh - e
was to be expected to {5 unknown methods in the agriculture field.,/ E R
Thus they had difficulty in persmading them the value of the new /..
fertilizer which was a different color from that which they Per’e’ N
accustomed. Baker expressed the need for careful sslsction of persomiel.
He added that one would be lucky to f£ind that _s5 of those selected with
the utmost care turned out to be the proper people. The National City ..
Bank used to count on only 50% of their men turning out well: I asked.’: '
Chiang whether they were getting adgquate cooperation from the authoi’ities.
He said they were, I told him that someone else hzi told me that they : A
had gotten excellent cooperation from the former Governor, -Genereal-.

Ch'en Ch'eng, but that they had not bad as much cooperation from .

i Governor K, C., Wu. Chadng said that this might be true, but it was due -
to Wu's better appreciation of thée situation., Wu realized that things. . =
* could not be pushed too fast, but he was definitely sympnthetic and
helpful. One of these I talked to pointed out that a large unsolved
problem was the respensibility for the maintenance of the irrigetion
ditches which had been installed with JCRR help.  These represented a

. large financial investment of some million dollars, but no decision had

" been made on this guestion of responsibility for maintenance. A large
' *. number of people with whom I talked spoke very wermly of the whole EGA'

" gtaff end of the ekill of the J. G. White pecpls. In a conversation

, with Mr., Harry Tarring, the J. G. White representative, I got the impresaiok

"~ +that he was pretty well ga.tis_ fiad with 5_‘113 p ogress being made. :

020t Fagaup®: .
a&or .'at I:arggz‘ s
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MEMORANDUM OF COWVEBSATION WITH GEN'ERAL SUN LI“J'[‘.N s Q} &” C
' Buffa‘b Dinner at Consulate General, Taipei - Jan. 16, 1950

:I L4 X L ] [ e e . 209 G .G. ..

e
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Mr, Strong tol& me whon weo fh’ai.ar&i&ad'tha‘b I}Qleral'smg Mas down in =
the south and that he had felt it would be unwise to meke a point of invite -~ -
ing hin to come up to see me. Howsver, immedlately after we arrived he
received word that General’ Sun was coming up to Taipel and would 1ike to
see me. He, accordingly, invited him to his large buffet dinner Monday -
night and alsc arranged that he would stay after the other guests left . . :
in order to talk briefly with me. I had about 45 minutes talk with bim dur* ng
most of which Mr., Strcng was preaent.

General Sun devoted most of the time to giving me a picture of'his” SERIR
training activities ard his plans for the defernise of the island. He thinks - -
the morala of the troops 1s very good but is worried sbout the question of -1 -
maintaining their pay. He said they were slso short of rifles and uniforms,
He mentioned the pillboxes which have been or which are being constructed
along the coast (concerning which the military atiache had clready briefed -
me) and said that in many of them they did not have any machiné guns. FHe
confirmed the statements made by various others that the new Talwanese - - R
recruits have a very good morale and feel thet they are engaged in defend=- - T:
ing their homes. I questioned him as to the ‘extent of his authority end -

{he said his authority extended‘only over thu ground troops and that he bad " -
none at all with respect to the Air Force ¢r Navy, Hovrever, the cooperation ; L
batmeen the three services was rather good, ! When an issue did arise which = "=
involved a conflict & authority or a differefrice of opinion on general =
.strategy, General Sun told me in response to a direct question that he had -

.no person of political'importance at the top who would stand behind him or .

" support him, ‘The implication was cbvious that the ‘{~Gimo). and his group.
are not fully backing General Sun and Sun hes no conf'idence in the top -
command, He asked me particularly whether I had seen Mr. Krentz after the;,
latter's visit to Taiwan. I told him that I haa had an opportunity for a -

 brief tallk with him in Tokyo. . Sun inquired whether Krentz had given . me & .
‘report on their conversations, He was quite obviously hoping that I would
have some statement to make. to him and was obviously dissppointed when.T: .
made no response to his feelsrs., As he was leaving, he told Mr, Strong
that he would keep in touch with h:lm and 1et him }mve any information he
desirad. S Sl T P T

_ PCIieva -




| NQTES ON BRITFING BY CONSUIATE OFFICTALS w
Taipel, Formosa === January 15, 1950
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The Militars, -Aﬂgcﬁe- es the ¢ ~p:;osenh- stRengths of the

Nati onahst forces as between 5 o, ,000 ‘and 600 000 not includlng
dependents, There are 95,000 ‘broops on Fomosa. The balance are
on Hainan and other coasts  islands. The figures include’ 90,000 in
the Air Force and 50,000 in the Navy The armored force on Taiwvan |
inecludes 25,000 men d:.v:.ded into four regiments, There are 200 odd
tanks, 200‘75mn. guns, some carriage vehicles and others en route
from the United States. ‘The Army has a tactical plan in the event
of invasion. It involves the infantry holding the enemy at thé
beach while the tanks and Navy take qver, They hope to hold the
enemy in the water.‘ It is his op:m:,on that this wag an exbtreme.’
hope for they had no equipment heavier than mortars at the beaches
a.nd the 'banks couldn't be brought into play until later. . .

. The Gh:mese Na’c,ionsllst Alr Fo *ce i3 now meeting antiaireraft
fire for the first time, Groups on Formosa have a better morale than
they had on the mainland due largely %o their feeling of protection .
on the island and their higher' standard of living;, Il is the M::.J.J.tary
Attaché!s opinion that, if it were not for the economie situation,..:.
present forces on the island could from a military standpoint hold on
indefinitely. A military conference had been held the previous week
at vhich the Gimo assisted bubt made no comment. He deplored the =

" tendency of General Ch'en Ch'eng to order troop movements arblfrari*y.

. There are more men on Chuson (%) than on Taiwan at the meaent, They

serve to harass traffic at the mouth of the Yangtze and to prevent . ,
any junk concentrations, Theu' ‘cenure n.s dlfflcult for everything they

" need mus*b be impor’ced ‘ : : ,

B The Naval At’cache stated that ‘bhe Ghineqe Nat:z.o"xalist Naval .
Commander exnected any attack to come from the north with smaller con-'-
centrations coming from Muaris (?) Bay, north of Hong Kong. His - S '
opinion was that, if Hainan held out for four months more, it could.:

. not be taken and that Taiwan could hold on indefinitely. There were

. at the time four Chinese Nationalist ships tied up in the bay in the'

‘». Yangtze River, There was conflict between the Chinese Navy and Army
as the Admiral in command was loath to accept orders from his Army‘
super:.or. He considered his pr:.mary task to maintain the blockade.’

There are said to.be 1,000 mines in the hands of the Nationalists, 390 °
. of which had already been sown. - Their prime concern at the moment

L up in Hong Kong mlght fall into connnwﬁst ha.nds

¥ . «
: Hrr

.. .“In answer o the Amba..,sador s question, the ‘Waval Attache R
stated that the, Chinese Natlonallst n.n'helllgence services were very ine
adequate. Regarding communist infiltration into the Army, it was stated.
that very little progress had been made particularly since the arr:.val
- of the 'broops in Fc:rmosa.= Despite the :madeguacies of Gh:.nese
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:Ln’celllgence s :d: was- folbb that. they wovld he.able tq Jroyide accurate
information in the gavergb of any thrdatendd Jdvisich srof The mainland.
\: . In any case, an invigiqy. 1n the, _mzmieps- reqmred ho-make &t suceessful
would take from elnht to ten days simply Tor tﬁe troops’ Yo cross in
JU.I)kS.« e ‘ L
ST . "7 fThe Air Force Attache stated that Chinese Nationalist bombing
oy . " - yas increasing in accuracy, that there were intelligence reports of ,
~ its effectiveness in Shanghai, The AiF Force has 394 useable planes, .
. " . 80% of which are iu commission. There is a gasoline supp’— for six
' months of which one month's supply (150,000 gallons) is on Hainan. On
o0 Taivan itself there is a store of over 6,000,000 gallons, encugh to
IR last until Juné or July.  The Nationalist Air Force is conserving its
strength to stand off any commie attempt to take Hainan. There are .’
5,000 American~trained personnel in the Eir Force.” Maintenance service
is good, There are eight useful fields on Taiwan, each no more than "
fifteen minutes apart from the other. They are desperately afraid of
_raids by a communist air force. They have no effective rader sysiem
‘ and hope 'ho ~obtain some equlpment from 't'.he Unlted S’oates. el ;

-

- thtle is knowm of the commun:s.st air force, bu’c 1‘b is belleved
that they have 35 to 45 aircraft in operatlon and an additional 40 or .
50 could be repaired and put in service parts were obtained, The . ~ -
pilots are all defected Hationalists. fu. Nationalists have 150 f::.ghter
plaenes which are all handicapped .by a lack of radar., Intelligence. '
sources report the receipt by the cummies of planes from the Russians |
in Dairen and that flve bombers are expected to arrive in Shangha:.
in the near i‘uture. " o

'v

Mr. Cz:alg, of mCA, reported that the island can hold on only a
month a.nd a half more before their currency goes to pieces. . There are: '
no budget estimates and no way of knowing what the military will dema.nd
from day to day. The authorities cannot meke any plan under 'bnese 2
circumstances. Tax collections are virtuslly nil. HNew taxes are
levied const{antly, but nothing is collected from them to speak of. !
The island has a favorable balance of trade, but much of its trade:
revenue is tied up in blocked dollars in .Tapan.v The Ambassador mqu:.red
if a more effective cooperat:.on between Nationalist and provineialy; s ,”
governments would improve things and was told it would meke little
. difference, Nor would it be possible for the Nationalist Government to
. carry more of the burden of m::.lltary expenses unless the Gimo dug up .
some more gold and 'bux-ned J.t over‘ :

o
Ph:!.llp G Jessup
! ¢ Jﬁn’basﬁa&o&‘ .&tt L&‘gd‘
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Mayor Yin of Taiper wite a.c!:dhtpanied' the graup,"was the f:u:s'b o
'to speaks He has been Mayor of the city for the last two years and
stated that Formosans do not wish to be colonials of any sort, whether
under thé Japanese or the Chinese. This is the opinion of the great .
majority of the people and applies equally to the Chinese Communists,:
whom they greatly fear. The hopes of the people can only be realized
. through assistance from international friends. Since China has be~ <
come Red, their determination not ta become a part of it is even SO
moré fixed., Formosa must, therefore, be definitely separated from” L
China, Planning for the future is impossible under the presence of.
the military authorities and army, The Governor of Taiwan must bé a
' Formosan and freely chosen by the people.. The army must be indoc- . . - ;
trina’bed in the belief that it is fighting for Formose and not the .. »f
mainland, The financial troubles of Formosa are overvhelming due
to the cost of me.:.ntalmng the Nationalist Government, A Formosan
Governmen'h would give an enormous incentive to the Taiwanese, What'' -
" help may shé expect from her intérnational friends?. President Trmuan's
statement that Formosa is not a part of the Chinese mainlandwas, in .. -
that sense, encouraging to its. people: Their fear is not of a commie
invasion bub wather that the present Nationalist troop force of
200,000 will defect. If that should happen, the island would be
powerless to resist.  The Formosans have no confidence in the - "
Nationalist Army and are convinced that it will give in to the com-
munists there as it has on the mainland. The people are afraid to
~ voice:an opinion in public affairs because of the mammer in which
they were treated after the revolt of. February, 1948, The people”
are not in a pos:.tlon to assert themselves, bu‘b it vas sald they v

: Mr. Wang, who had a distingulshed background, stated 'bhat
‘he was in full accord with Mayor Yin.: He noted that for the first time
.the Chinese Army was beginning to’ call up. Formogan' goldiers..’ Thirty-:
- five ‘thousand will be called this year and scme are already in tra:r.mng
They are physically superlor to the mainland Chinese? -There are, how~
ever, very feft officers in active service. ;In fact, there are only
20, ell either Japanese or Chlnese trained, An additional 90 graduatnd
from off:.cers' training school in China Just prior to a communist
The’ op:.nion vag expressed that = force o 100,000 properly

<



Mr, Tian Su Lee vas descrlbed as a specn.al:l.st in agrlculture
and mining, He staﬂe'd ih&t‘i‘hé psythialdgy’bis ¢ Pedbld®is not one of .
division; they are & Sikples gréup &adl Serofgly dnifigd. & 'ﬁhey were sorely
disappointed in Presidents Trumant se starbemen ulnch-m-eifﬂec'b sealed
their doom, for they look to the United States to protect them from
both the Japanese and Chinese., They expect nothing from the Nationalist -
Government. The laboring class partlcularly has no confidence in the
Nationalist Government, and there is considerable danger in their dis-
satisfaction for they cowld easily turn communist al‘chough *hhey have
no 'bendency in that direction for the moment.t

ilip C. Jessup‘
Ambbssador at Large




