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DISSEMINATION NOTICE

1. This copy of this publication is for the Information and use of the reciplent
designated on the front cover and of individusls under the jurisdiction of the recipient’s
office who reguire the information for the performance of their official duties. Fuarther
dissemination elsewhere in the depariment to other offices which require the Informa-
tion for the performance of official duties may be authorized by the following:

a, Special Assistant to the Secretary of State for Hesearch and Intalligence, for

the Department of State

Director of Intelligence, GS, USA, for the Depariment of the Army

Chlief, Naval Inteligence, for the Department of the Navy

d. Director of Intelligence, USAF, for the Department of the Alr Foree

e. Director of Becurity and Imtelligence, AEC, for the Atomic Energy Com-
misslon

f. Deputy Director for Intelligence, Joint Staff, for the Joint Btaft

7. Asgistant Director for Collection and Dissernination, CIA, for any other
Department or Agency

2. Thiz copy may be elther retained or destroyed by burning In aceordance with
applicable securlty regulatioms, or refurned fo the Central Intellipence Agency by
arrangement with the Office of Collection and Dissemination, CTA.

b.
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ORE 47-48 TOP ﬁtET

CONSEQUENCES OF THE WITHDRAWAL OF UNITED STATES FORCES
FROM TSINGTAO

SUMMARY

1. Communist forces in Shantung Provinee are presently capable of selzing Tsing-
tan.

2. US expulsion from Tsingtao by Communist force of arms would most severely
damage US prestige. A voluntary US withdrawal would obviously avoid this extreme
contingency.

3. If the US forces remain, it is highly improbable that the Chinese Communiste
would assauit Tsingtao, at feast within the next six months, although the possibility
of loeal raids cannot be dismissed.

4. Although voluntary US withdrawa! from Tsingtao would avoid the extremely
damaging consequences of expulsion by Conmumunist force of arms, such a withdrawal
would cartalnly incur grave damage fo the US position in the Par East and throughout
the world. Whatever explanation was given for the withdrawal, Soviet and Communist
propaganda would herald it as a US strategic retreat reflecting US judgment that
the force of Communlst expansion in Asia was irresistible, and popular opinion through-
oub the Far East and the world would accept this interpretation. In particular:

4. The Chinese Natlonal Government would be incensed and the Chinese Com-
munists greatly encouraged by the withdrawal, which would be universally accepted
as reflecting no confidence In the survival of the National Government and a with-
drawal of moral support.  The psychological impact of the event would prejudice exist-
ing measures intended to aid the National Government, hasten ils disintegration, and
facilitate the expansion of Communist in China.

b. The withdrawal would also conkribute toward Soviet domination of al
Korea by weakening confidence in US support of reslstance to Communism and
assist in establishing a conviction that Communism must eventually prevail throwghout
that country.

€. HNalive elements In Southeast Asia (Burma, Indochina, and Indonesia)
already susceptible to Soviet propaganda against Western imperlalism, would accept
US withdrawal from Tsingtao as evidence of weakness, and would be encouraged
toward aligrniment with the USSR as the best means of promoting and protecting incal
interests.

Hote! The iInformation in this report is as of 9 June [948,

The intelligence organizations of the Departmends of Slate, Army, and the Navy have core
curred in this repart; the Air Intelligence Diviston, Alr Intelligenae Diregtorats, Department

of the Alr Foree, had no comment.
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CONSEQUENCES OF THE WITHDRAWAL OF UNITED STATES FORCES
FROM TEINGTAO

1. STRATEGIC IMPORTANCE OF TSINGTAO.

a. Tothe National Sopernment.

Tzingtap is the best port in Nerth China and the Chinese National Government's
mast important naval station. It is valuable as a base for Nationalist operations in
the Shantung Peninsula. In addition, it is acquiring increasing importance as & for-
ward echelon supply base for Natlonallst forces in Jehol and Manchuria and as a base
[or amphiblous operations in suppott of such supply movements, Tsingtao is the last
open harbor with adequate facilities which the National Government can use to sup-
port its position farther north and as long as Tsingtao remains in Nationalist hands,
there is a possibility of maintaining the Goveriument iroops still left in Manchuria,
This city is also the site of the US Naval Advisory Group’s school which has already
demonstrated that it can increase the effectivencss of the Chinese Navy and thus
permit that service to play an increasingly important role in the civil conflict,

Of less importance to the Nationalists than the port facilities of Tsingtan,
vut of considerable value nevertheless, is the industrial plant of that city. Although
the clvtl conflict and the inflation have sharply curtailed industrial activity in this
area, production of many desperately needed commaodities could be undertaken if
fuel and raw materials were made availabls,

b. Tothe US.

As noted above, Tsinglap is the base of the US Naval Forces Western Pacific and
the headguarters of the US Naval Advisory Group., There are more than 3500 Farine
and naval personnel new on shore duty in this city. Although there 5 no ofther
suitable port on the China mainland fo which the fleet base and Naval Ad visory
Group's school could be translerred, it may be possible o move these operations to
Talwan. Tsingtao 1s the most suilable base from which Americans In North China
and Manchuria could be quickly evacuated by either air or sea in case of eme IEENCY.

In addition to its direct importance as & US naval base, Tsingtao has breader
strategic interest to the US: By keeping a foothold in Morth China, the US could
maintain contact and give support to non-Communist de facto independent reglrmes
which might emerge in North China as the power of the National Government declines,
Furthermore, the US base in Tsingtao serves, in sotme measure, to offset the advantages
accriing to the USSR as a result of that power's occupation of Dairen and Port Atthur

. T e Chinese Communisés,

Teingtae would offer the Chiness Communists few positive advantages. The
Communizsts have no navy and but few merchant ships so that the port facilities would
be of little direct use. The USSR, of course, would be able to exploit the port; trade
opportunities would expand between Tsinglao, Dairen, and the ports of North Korea
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with a econsequent strengthening of the economies (and military potential) of both
the Chinese Communists and the North Koreans, On the other hand, the Communists
already have ports in Shantung, and it may be to their advantage to continue using
Tsingtao as a means of trading through the Natlenalists with non-Communist areas,
The most important strategic advantage that the possession of Tsingtas would
provide the Chinese Communists, however, would be its denial to the Nationalists,

2. THe POSSIBILITY OF COMMUNIST ATTACK ON TSINGTAO.

The Chinese Communists are believed capable of launching a successful assault on
Tsingtao if they choose to do so They are capable of takin E Tsingtao even if
the US forces now present in that area join the Chiness Nationalist Army in the de-
fense of the city, but would probably be unable to do so If the US forces were ma terlally
reinforced. It is unlikely that the Chiness Conununists will attem pt 1o assault Tsing-
tao in the course of the next six months, although raids with limited objectives are
possible,

a. Communisi Capabilities.

Chinese Communist troops outnumber the Natlonalist troops in Shantung
Province (the Communists have an estimated 205000 troops, the Nationalists 200,000)
and could provide more troops In an assault on Tslngtao than the Nationalists now
have defending that city., The Communists are reported Lo be considerably superior
to the Nationalists in morale and combat elfciency. The Communists have consider-
able mobility, while the Nationalists are pirned down in the cities and the possibility
of reinforcing one garrison with units from another must be discounted. The acute
replacement problem facing the Natlonal Government would render ready reinforce-
ment of troops to Tsingtao difficult. There is little question but that the Natlonalists
have sacrificed the military security of Tsingtas in terms of both the quantity and
quality of troops allocated to Its defense in the expectation that the presence of US
forces will deter the Communists from attempling to take the eity.

b, Communist Intentions.

There appears to be littie probability that the Communists wil] choose Lo as-
sault Tsingtao within the next six months. The advanlages which the Communisis
feel they can now derive from Tsingtao probably will not justify the price of a frontal
allack, although it is not improbable that the Communists will conduct raiding oper-
ations,

Although Chinese Communist propaganda s strongly anti-American, the Com-
munists thus far have shown little Inclination to risk direct conflict with the U5, in
part at least, because of the possibility that this would he disadvantageous to a Com-
munist de facfe reglme seeking international recognition. However, this is no FUAT-
antee that they would not assume such a risk if 1t were folt that the benefits accruing
to them {and perhaps to the USSR) would so justify. At this time it appears that the
presence of U3 forces in Tsingtao will deter a Communist assault, However, the Com-
munists may attempt, in the next six months, to control trade between the city and
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its hinterland and o exploit civil disorders resulting from a large refugee population,
widespread unemployment, and general war weariness. Such eivil disorders, of course,
would be an excellent mask for Communists' raiding operations. The effectiveness of
such measures to bring about the reduction of the city would be very guestionable,
inasmuch as the Communists’ capability to blockade the port from the sea will probably
remmain nil

3. CoNSEQUENCES OF US WITHDRAWAL.

Unless the deteriorating military and political trends throughout China are re-
versed or materially retarded, there is an increasing possibility that a Chinese Com-
munlst attack on Tsingtao will occur eventually, even with US forces in exist] ng
strength present In the area, Therefore the US may be confronted with 2 situation in
which It may be forced to withdraw in order to avoid Involvement in the Chinese civil
hestilities.  Howewer, such a withdrawal would probably become imperative only at a
tlme when the situation of the National Governmen? would have so deteriorated that
it would be but one of many necessary decisions in a re-examination of the entire us
position in China and the Far East.

. Favorable Focfors,

Withdrawal of US forces from Tsingtao might somewhat offset the virulent
antl-US sentiment eurrently rife among many groups in Nationalist China, It carg-
fully arranged, a withdrawal could be presented as evidence of the “anti-imperializst™
policy of the US.  However, in view of the strong position of the Chinese Communicls
in Shantung, it would be difficult to convince Chinese apinion that the sole or primary
reason for the evacuation of US personnel was & gesture of pood will.

Withdrawal would avert the possibility of direct involvement of the US in the
Chinese civil conflict. The consequences of direct invelvement In the war are par-
Licularly serious because of the political, economie, and midlitary weakiess of the Na-
tional Government. To make direct US participation in the civil warfare sffective
in achleving a conclusive victory for the National Government would require a sub-
stantial outlay of US rescurces. US involvement would probably occur when the
Naticnal Government was on the verge of complete disintegration, and in such circum-
stances it would be very questionable whether the US, at that time, could change the
tide of militery events in China. As a result, the Unlted States would suffer & VEry
seripus loss in prestige and gain little but the hostility of the Chinese people.

Immediate withdrawal from Tsingtao would also avold the grave, albeit re-
mote, risk of conflict with the USSR, If the US found {tzelf actively engaged in the
Chinese war on the side of the Nationalists, it is possible that the USSR would counter
such aid with similar asslstance to the Chinese Communists. Tt is estimated, however,
that while the USSR will exploit every opportunity to hinder or embarrass US eforts
on behalf of Natlonalist China or in the protection of U3 interests in the Far Fast, the
Eremlin will, for the time being, avoid an armed clash between US forees and Soviet-
dominated forces,
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Wilhdrawal now would avert a possible hurried and embarrassing withdrawal
later.  Immedizte withdrawal would entail a grave loss of US prestige, bul such a logs
of “face™ would certainly be less than if the withdrawal were carrled gut hurriedly ang
under the very obvious pressure of the Comumunist Army. I US forces were ta Pac-
tleipate in the initial defense aof the city, it would be difficult 1o extricate them and,
even if that could be done, it would involve an Irretrievable loss of “face"”; the Chiness
Communists would undoubtedly proclaim a major military victory over the Us
Finally, withdrawal now would climinate the danger that Us forces might find them.
selves on Chinese soil at the time of the downfall of the National Gavernment,

b. Unfavorable Factors,

(1}  Adverse Effects on 'S Interests in China

The evacuation of US forces fram Tsingtao-—no matter how ar when
It was accomplished—would be regarded by the Chinese as a withdrawal of U8 support
frorm the National Government.  (Chinese Communists and US3R propaganda would
certainly emphasize ta the Chinese and te the warld that the US had forsaken the Na-
lional Government.) This might set off a chain of evenis which would serlously
undermine and probably accelerate the dizintegration of the already weakened Ng.
llenal Government.

Many Chinese who have tolerated the National Government primarily
because of the prestige and material benefit resulling from support by the US may
become disaffected if there were evidence that (for whatever reason) the United States
wias withdrawing its support. The evatuation of Tsingtao would, in effect, jeopardize
the psychological benefits that haye accrued to the Chinese Government and Lhe United
States Government as a result of the U3 aid programs.  The pesition and the influence
of Chizang Kai-shek would be weakened with a consequent atceleration of trends toward
disintegration of the Government.

The alarm which the Chinese Government expressed at the proposed 1S
Warning to American nationals Lo evacuate the Tientsin-Peiping area is an indication
of 2 probably more violent reaction Lo &Ny move involving the evacuation of Us forces
from Tsingtao, The grave concern with which the Chinese Nationalists regard the
Government’s situation in North China and Manchuria might degenerate nto utter
hopelessness with a consequent snowballing of sentiment for g compromise peace with
the Communists,

To the extent that the Communists have been holding off a direet attack
on Tsingtao because of thelr reluctance to stir up additional US support to the National
Government, the removal of US forces from that cily would increase the probability
of an early assault. If such an assault were to be undertaken and were tg Prove
successful, the National Government would very probably blame the US, thus worsen.
ing Sino-US relationg

US withdrawal from Isingtao, at the present Lime, would in effect WTite
off the possibility that the National Covertument, through ils own efforts and with
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foreign ald, might in the Immediate future salvage the situation in North. China, or
reverse present trends of Chinese Communist milltary and political successes. If such
& change occurs, the US probably would not be confronted by the necessily of with-
drawing from Tsingtac under Communist pressure.  Ib is Ukely that in the foresceable
future the war will continue favorably for the Communists.

(2) Adverse Effecis on US Interests in the Far East and Elsewlere Throughout
the World,

A withdrawal of US military forces from Tsinglao at this time would serve
to increase political instability in the Far East, Regardless of any rationalization made
oy the US for the evacuation, such a move wonld be interpreted by the “face-conscions™
people of the Far East as evidence of US weakness and an indication that this country
has discounted the possibility that the Chinese Communizst forees could be defested,
In addition, the US would suffer a loss of prestige throughout the world with a con-
sequent gain in the political influence of the USSR, Furthermore, the USSR, itself,
would interpret stich a withdrawal as a sign of weakness on the part of the US and
would be encouraged to assume & more aggressive course in Far Eastern affalrs.

The downfall of an anti-Communist central government in China would
aceelerate the trend toward a USSR-oriented Far Fast.  Although the Chinese Gav-
ernment has been steadily declining in power both as & consequence of its own in-
eplitudes and the growing strength of the Chinese Communists, the continued existence
of a National Government provides some check to the Communist of USER-ariented
movements in the rest of the Far East. To the extent that US evacuation of Tsingtag
at this time will accelerate the disintegration of the National Goavernment, it would
Jeopardize an opportunily for coping with the spreading USEBR influence in the Far
Eastk.

In Korea the US position would be adversely aflected. “The South Eo-
reans and their newly elecled leaders eould easily be convinced by Soviet-inspired
propaganda that the withdrawal of US forces from Tsingtao was a victory for the
Chinese Communists and the USSR, Resulting uncertainty regarding US intentions
and capabilities would probably weaken the determination of South Koreans to resist
Communist pressure to accept the Soviet-sponsored regime established at Pyongyang
Even though US forces continued to eceupy SBouth Korea untll a reasonably adequate
native security force was developed, a previous US withdrawal from Tzingtas might
still have unforiunate consequences. North Korean authoritles might reason that
they could force the withdrawal from South Korea of any US military or diptomatie
missions merely by iniliating a determined offensive action against the South Korean
Army. Conseguently the new South Korean Government's very existence might be
sertously threatened al a time when the regime was in its lormative stages and least
able to cope with extarnal aggresslon withou! US assistance,

In the Asiatic countries the creation of independent national govern-
ments and the formulation of international poliey within these governments are being
undertaken. In Burma, French-Inda China, and Indonesta, the issue of political orlen-
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tation toward the Western Powers or the USSR 1s uppermost in the minds of native
pelitical leaders. It is highly questionable whether the Unjted States could convinee
these people that the evacuation of American forces from Tsingtao at this time i any-
thing but a viciary for the Communist elements throughout the Far Egst.
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1. There has been no substantial change in the situation in China with
respect to Tsingtao since the publication of ORE 47-48, 23 June 1948.

CONSEQUENCES OF THE WITHDRAWAL OF UNITED
STATES FORCES FROM TSINGTAO

2. Certaln modifications or supplementary points which should be given
consideration in a present reading of ORE 47-48 are given below:

2. The position of the National Government is somewhat weaker
than in June. Therefore, there is facreased likelihood that US with-
drawal from Tsingtao might touck off a chain of events resulting ia2

. the collapse or overthrow of the Covernment,

b. Strength flgures in Shantung province (see page three) for the
first week of August wore an estimated total of 300,000 Communist
troops, and 180,000 Natlonalist troops. | Of the Communist troops
approximately 180,000, including the better quality troops, wqre
concentrated in the Tsinan aren, some 180-200 miles from Tsiogtzo.
It i3 improbable that the Comraunists could assault Tsingtao success-
fully unless the bulk of these troops were moved, along the rail line,
to Eastern Shantung. Such a redeployment would probably require a
month's time and could hardly occur without detection.

c. The steadily ailvancing disintegration of the National Govern-
ment gives added significance to the point mentioned on page 2, pa-
ragraph 1 b: “By keeplug 2 Yoothold in Tsingtao the US could main-
tain contact and give susport to non-Communist de facto Independent
regimes which mipght emerge in North China as the power of the
Naticnal Government ¢leclines.”

d. War weariness has increased the possiblity of a negotiated
peace, a point not giti:n consideration in ORE 47-48, but treated
separately in ORE 17..48, 3 August 1948, While a pea::e agreement

- between the National !jovernment and the Chinese Communists is
unlikely in the immediate future, this does not preclude ceasation
of hostilities in particilar areas as a result of agreements between
local commanders. In ;egotiations elther ona national or loeal
scale (Shantung), the Chinese Communists might seek US withdrawal
from Tsingtao among their terms.

NﬁEE: Th!zhga r has not beeu coordinated with the mtelil.gam:e organizations
8885 troents of Stete, Army, Mavy, and the Alr Force. ,
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