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REVIER OF TEE WORID SITUATION &S I® KEELATES
TO THE SEQURITY O 5 UNITED STATHS

SURARY

1. %he hasic security interzsts of the US end the UK ers precticalily
identical, 4 tecit wnderstending hes terded to grow up by which & cemnos
is considered to be directly related to the strength of ite paticesl ezon-

cxy. It is considered thot *he UK hes, with resrpect %o the reorpanization
i .

LANAYPY

of its nsticnel econoiy, cempleted the first phzss of its postewar highs
Its success in doing so érpeers to. lave come from e tremendous productiva
ffort which created é surplug for experts It ig now considersd that the
peak of this effort may have been pussed and that, even though production
remsins high; the capacity of the world nerkel to sbsorb the sxrertabla
surplus may be diminishing, If so, it will be inereasingly Jiffieult for
the UK to maintain the eccromic strength nesded 10 support its own paliecies
and to carry out its respbnsibilities in tie pettern of US-UX security,

4n ﬁgfavorable economic conditicn will lesd to the problem of shifting
more and more of the responsibility for nainteining & common strategic po-
sition from the UK to the US.

2, The position of the USSR in the Council of Foreipm Ministers suc-
18] g

s

Note: This review bes not been cocidinated with the intelligence orgeni-
zaticns cf the Depariments of tete, Lrmy, Navy, end the sir Forea,
The irformaticn contzined hersin 3s zs of 10 June 1849,
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Cthat the coriginsl decision 4o comene & mw:uing Ty possibly hevy heay

i
i
i
i
s

based on estimadss which wora witiewzd by event b, end that the anoerent lach:

o 2T & 35 5 vy ~ . 2y 17e
ot result to date in the C7Y way be the gomseguence,

3. The ratification of the atlantic ect iz procesding mors or lezs o i
planned, except possidiy in the cese of Ttely. Delay ir the VS discussicn :
!

of & supporting Militsry 4id frogran is beginning to produce offieisd ciztng ;

end public criticism 5n Yostern Evrepe,

4o In Greece, Wpesce faelers® are still being put out, The main 4pw
tent still eppears to be sn effort 4o shift Seormuni meseures from the unilie ‘
_‘tary to the pelitical field, |
| 50 Isracl continues to be uneczpromising in conference, The govarmunent I
is having prectical snd polit xcﬁT difficuities with its immle gration poliey,

6. In the Fer East: the US position in Jepen is showiag signa of be- §
coming difficult; the Chinsse Coumnaigts, meving into Scuth (hina, are scat- !
tering the remsnts of the Nationslisg chevnment3 creating a threet to
Hong Kong, and coming closer to the polnt where their intentions tcarerds ;
Southesst Asia will. begin to show; in Korea, the Republic hes become acrie.- |
what hysterical ubout the withdrawal of US tr cops; in Indonesia, negotiztions f
.are developing in & good atmosphere but have not resched the cerucially - i
irreconcilable issues; in Burma, the Comzonweaith hes got into e positicﬁ
where it may be able 1o exert some affective rressure in favor of law end

order )

7. There are no significant changes in Latin Aueriea to report. %he

£

degres of stability of rerticuler governments comtinues 4o flustuste, i
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~REVIEW OF THE ViGRLD SITUATION &S IT REL&TES
TO THE SECURITY OF THE UNITED STATES

1. The United Kingdom,

It is so frequently stated that the United Kingdom is the most power-
ful end important &lly of the US, that the ability of the UK to £i11 the
place &ssigned to it in the over-all design of US security tends to be
~ assumed, An exemination of this assumpticn is very much to the point in
view of the fact that the present Council of Foreign liinisters -- whatever
may be its outcome - will inevitebly initiste a new stage in the procsss
of stebilizing the distribution of US end Soviet pover, The strategic re-
quirements ofithe US and the UK in respect to this process are nearly iden-
tical, The common factor in their security problems is the estimate that
Soviet policy and action are & primery threat. From this fallows the uvnder-
standing that no concessions can Le made that would materially improve the
strategic position of the USoR with respect to either, Both ‘parties are
beyond question committed for the present to the maintenance and strengthen-
ing of this common position. |

A discussion of this relntlonsnlp nmust keep in mind three features of
the postwar international scene:
(1) The fact that the US end the USSR rose to & degree of power
greater than the UK could hopé to attain,
| (2) The UK, the Commonwealth, and the Empire, though the third
strongest complex of power in the world,. were loosely orgenized in compari-
son with the geographic concentration of US and USSR power, and were conse-

quently susceptible to piecemesl disintegration,

il
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(3) The belance of power in continental Europe wes no longer of

major significance, The rise of the US end the USSR made the orientation
of continental Europe as & whole importent, not its internal belance,
Theée changes forced a revision of one of the cardinal principles of
British foreign policy -~ the support of an imperial position by maintein-
ing 2 balance of power in Europe., The new situation celled for seperste
short and 1ong—term treatment, Short-term policy required the containpent
of the USSR (identit& of strategic interest with the US) and the recovery
of an economic viability thet had been destroyed by the war, The long-term
had as its objective the reorganization of ¥estern Europe and its colonial
and essocieted territories under Eritish leadership as a genuinely balanc-
ing element betweeh the US and the USSR. These objectives involve no cone
siderations that are fundamentally antaegonistic to US security intereste,
Policy di:ected towards them cannct be developed, however, except in con-
Junction with the US, The British need for US economic support is, ccnse-
quently, basic ana compréhensive.
The ﬁS need to maintain the strategic positions of the UK, Commonwealth,
and Empire is correspondingly basic if the process of bringing potential
power to beer in restrainf of Soviet expansion is to be quickly effective. é
The Us secﬁrity position, while this process 1s going fcrwafd, is linked
vith that of the UK in three vital regions,
(1) In Western Europe, where much depends upon the influence
that the UK can exert, |
(2) In the Near and Middle East,
(3) In South and Southeast Asia, where the combined UK-Commone

" | NND 923591 /287 %




wealth influence is still paremount .

Tha real'me&suring rod of UK-Commonwealth influencebin these regions
is not military capabilities but economic strength, The UK defense estab-
lishment, though the third bes: iz the world, is plainly inadequate to 1ts
nunerous and widespread commltmentgo Its operational readiness is low, It
has virtually no combat-reedy strategic reserve, Furthermore, claims on
British economy are such that there is virtually no surplus of plant or man--
power that cen be éllocated for its expansion, Military reseérch and develop-
ment alone have been shielded from retrenchment,

The limitations imposed by these considera%ions have already impeded
A the UK in its policy of assuming lesdership in Western Europe and heve forced
diplomatie compromises in the Near East end in South Agia,

In Viestern Europe, while the UK tock the lead in organizing joint de-
fense and also supplied important military equipment, economic factors
quickly set limits that could not be passed except in terms of US support
and supply, However, political leadership, at which UK policy also aims,

‘was not simultaneously abandoned ags economic end military responsibility
shifted to the US, The US does not aspire to such leadership, but its se-
1 curity doee requlre that Testern Earope should be firmly oriented in tne
right direction. The UK is & proper free agent for this purpose provided
it is capable of exerting adequate influence; but economic factors are

" again interfering, The British need to impose sharp trade terms out of re-
gard for its own recovery has alrezdy been costly to this inflﬁence° Al-
though the UK is firmly committed to & cooperétive program for the economic

recovery of Europe, it is clear that the Lebor Government considers its
-3 ' | !
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natiooal vrecovery progrex ia both Gore successiul ard mare reputable %hay

the methods of continentsl nations., %he fact is thet the UK doss no® possess
the necessary wergin for making escnomic consessions in crder to seciure
possible political advantiges.,

In the Vear eni Middle East, sdjustients betwsen the US and the ¥R huve
been made, Sirategle interests in the sres ars cuapletely identified,
Policies and actismns are being incressingly coordinsied, A common ohjective
has besn definsds %o retain the srea in the wostern orbit by meansg o US.UX

&

economic ané cultural invesitments, Here &gein, economic capacity will Yim't
the UK contribution, The weakness which trensferced o the US the responsis
bilify in Greece, Turkey, and Iran, mey meke still furiher transfers «e of
cost if of ncthing else ~- pecessary, Such transfers will probebly Leve
to be accepted by the US in tha irterest of meinteining the combined nogition,
in India and the Far Fast, the UE has sought since 1946 to develon weys
of meinteining its interssts while reducing direct charges on the paticnal
econcay., FPrimury stratezic intsresis have been céntared in Haleye, 7The
Pacific secter has been reiinguished to the US s and Austrelie and New Zealand
have besn encouraged to dgvelop Cuanmonwealth interests in relation to the US.
:- A .cb;s.nged status far Indie was encouraged becauss the means did not axist
for imposing any other solution or the nationalistic fervof of the couwntry,
and sconomic and strategic tles have beon mainteined by diplomatic rether
than imperial methods, The greatest political triumph of the UK sinee the
end ¢f the war has beer ithe extent to which e positive decline in glchal power
has been bcmpensated fer by & reagjustment of relations within the Genmon-

wealih and Empire, The process has ccnsisted, especially in Asie, of cone
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verting wnwilling parts of an Empim to willing nenbers of = Commo:w{éa.'ﬂ.t’a,,
In eonaequeqce. ’ W‘ule members of the Commomwesiih ere abéolutél& i‘z;ee;- té_ |
" davelop theu‘ ovn i‘ox eign “()1‘0165., Gommonweal sh solidarit& cn egsentisl
questions e of which resistance tc SoviateGommunist influercs is a major
oiie == has been aetmlly Increased, |
* India, Paiistan, and Ceylon arc now assuming & g’rb@‘ing ohare'ofvthe A
te;sk of mairitéirﬁng the stability cf the Sowth Asiatic region, Tbe hcm
naturally is that the protection of UK-Commonwealih interests in ..,cm,heasb
Asia will more end more devolve upon these m@m‘bers, end that the c-ver~al’l.
pos:.tlon of the UK Fewer complex will be protected with less cxpenditure
dechning UK resotroes, This dewvalopment is favorable to U5 security
| » interests. Since thcre is 2 reasonzble expectat_on thet'it will‘not be
affected by sudden changes in the economic pos:.tion of the UK, it prov:ides
a more favor&ble cl.mate for US security than- could have been ant.lcipated
twelve months ago,

The US-UK security ‘relat.iénship' contains, however, & major element of
unoerta:‘gntyx' the capacity of the UK to maintain the economic strengih re-
‘quired to suppdf‘t not only the comzitments it has on its "omn bolicy éccoﬁnt,'
but the posi’oion it occup:».es in the over-all pattern of s securltyo The

. relative wealmess of the UK at the end of the war, instead of being merehr | !
@ condition caused by the war ang corrected by the recovery of 1047;;’;,8,' may T
be the result of long-term trends that were only mementarily halted If so,
the Weaknees which at the start of ;94,7, made Grecce and Turkey a US ro-

sponsibility, may develop rrogressively and call for proaresmvelv ma jor

adjustments on the pert of the TS,

- 5
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it is n&w reasonably certein that the UK is a;éprqaching the end of the
first phass of its postwar history. This phase can be described in ratre.
spect a3 a pericd of reorganizing the netionel economy in relatiem to the
soncept of a welfare state and the naticmel potential in relation to pooe
found chenges in the. internationsl ephere., The adjustments called.fca” vere
essentially political and economic., 4 large measure of democr&tic socialienf |
has quietly revolutiomized the nationel life of Great Britain, The Conmcne
wealth and the Empire have underécme major political elterations of é' realis~
%ic kind without any suggestion of coliapse, The national econémy hes, with
_' trexﬁendoué effort, been momenterily adsepted $o the demands of & welfara
 state. The ‘speed end success of these adjusiments heve been an undenizbie
factox.-'_”in the development of the more favorable security position in which ;
the U3 now stands,
But 1t is also reasomably certein the UK is now noving into the sscond I
rhase of its postwar history. The basic problems that wili be encourtered ‘
in this phase,. though different in character, will be perheps even ﬁxqre .
critical for the long-run than those that have already been dealt with.
They will, in any event, require more comprehensive solutions then any yet
devissd, The 'centrél problem can be stetee ag follows: ;
8. The maintenance of foi-eign trede &t the high level required (o
sustain the demands upon the national econcny of the standards of British
iife, the welfare commitments of democratic socialism, and the internaticnal

{
. } . l
comnitments of UK, Commonweslth, and Imperial policy. 4nd, if this proves |
o . _ |
smpossible, as it may very well do in view of daveloping trends in werld ;
l

!

ec oncmy)
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b. The development of alternaﬁive vieys (other then by .a_ réduction of
populetion) of suétain-in-g fﬁe nat;onal éconoﬁy., o

Since incoms from British overseas investments is no longer an impare
tant item, the UX internationel account can be balanced only by the produc-
tionAand sale of an exportable surplus. k sense of crisis, in conjunction
with government controls over domestic consumption and a full use of HEY RS
power, gradually pushed up the volume of exports until in March 1949 theff
reached 162 percent of 1938 end resulted in & Amomentary balancing of poy-
ments, But, even this unprecedented volume provided no cushion against
the future,

Sizns 2T now accurulating which strongly suggest that the peak of the
British success in this respect may have been reached and that, from +this
point on, it may not only.be :’[mpossiﬁle to incx_'ease the volume of exports,
but even to maintain them at the require_d level, The signs are as follows:

&. Overseas markets are belng increasingly satisfied by restored
domestic industries and by competitors.

b. Japanese industry, revived to reduce US occupation costs, implies
future serious competition, v _ '

L. German industry, similarly revived, but with its pre-war outlets
in Bastern Europe still blocked, implies an even severer competition,

4. Demand in the US has perceptibly receded and there is no evideace
of its early re'vivalo :

- The approach of these difficulties has been recognized, Proposals for
mesting them have been under consideration for some time, The propocals
consist of: & devalustion of sterling; a reduction of production costs;
the adjustment of sources of imports and to avoid dollsy costs;
= 7 o
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Sngive.  Some of thase propozals oll fop time and cepital dnvestm:

I.

A gesle pow avaﬁ&b.Lw finsrs oudd ereate new rrodlems for ‘e ol ines
solved; I3 is highly iﬂ;ﬁfoﬁ&b?.e that 8 complute solutica eor ba frpnt ER Y
these lines,

In Africa, south of the Sahava, for example, the K i developing lou.
term plans for neeting ts ecomemis @ifficu tities by the ereztion of nm ro-
tources. This dependent Empire, with vast apd largely unteprped metur:l. e 3

sources, is being slowly reorgenized Jor the suploitatisn of iis res:

i1

Ties

of strategic raw materislis, The Llers reguire, liowever, cxtensive ca tak -

M

investment and can crly preducs retuwrns in the longmum, Tbey cannot vcviis

{

an imrmediadte cushion, &nd there is tha d&ngﬁr. that their c¢laims on ifirited
resources may divert for lougeterm cuds a rital nseded fov shor Cwbern pur.e
Doses and thus still further weaken tha impiediete UK ;,o tien,

The moment ai, which the fivst post-war phase will give plsce to the
second cannct be spse cified, but i1 is bolieved close at herxd, Curves «f proe
duction, exports, 2nd pztiomal inccue ars eiresdy losing thair wwward trend.
“hen they flatten out, the UK will be im the gecond phsns, Whether ar nob
they turn dowmwerd depends meinly upcn developzents over which the UK can
sxercise no comtrol end vary little infiuvence; but, if thay turn mrkec'ly
Jdowoward, ths trend will be of fuindarental impertanss to 08 seawrity,

&t this dime, failing the contiauance. o rerhaps eyen ths expansicon
of US aid the consequernces of being in the sscond vhase will begia to shez

2

’n the “orm of grad*.al;.y 1ov e"ed 8, longor liomrs of work, deslinins

1)
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atendards, end incressod official conirols, Changes of this sort, devaliop.
ing in the eonbsxt of & welfare sltte, are virtually certein to lower pubiic
moraie and i creste political tensioms, It ie in the neture of the sitizi-
tion thed tho Aritish Governmend will experisnce pressure fo adjust iis |
foreign consnitmez:;ts to its reduced power potential, Spelt out in termg of
c) secordty, thias will mearn cuts in the UR military budget, gradual with-
drawel in outlying stretegic areas » @nd a dininution of effective UK support
far US policy,

The essentisl cenclusion that can be drawn from this aralysis iz that,
inscfur ag Us éecm‘it;f ie linked with a UK abiiity ‘o maintain tacitly agrael
positions and to develop generally accepted palicieg, @ significant wncer-
| telnty is created by the frct that; this ability seems to depend almost
entirely upon the meintenance of an unprecederted volume of experts in an
increasingly umfavorable world market, Tae general type of problem likely
to arise fyram this uncertainfy will be one of how to trensfer more and more
of the costs of zvain_taining & combined security position from the UK to the
US, This tyre of problex is most likely %o arise in the near future in Wegt..
&rn Europe and ‘4he Near East; for, in South and Southeast Asia, a greater
share of the inmediéte strein is in procees of being assumed by the Coomene
wealth,

The maj ar device, not for rpreventing these problems from arising, but
for che—cking their sudlen end unexpected eppaarance ﬁill be the coordinatien
of 03 end UK econonic policies in order to reduce the nuzber of poirts et
whicia responsibility for m2intaining & common security interest will %end

to shift from ike UK to the US, 4s far as the two governments are afficially

ﬁlc)lﬂ

=
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soncernad, tue mebthed counld prctatly bi deralepsd bo considersbl

l\,

i~
< .:rc:,‘",

g

excepl for the feet that both goverrments may ffind themselves obliged 4o

e s

respond to publie precsuves of ¢ kind vhich would meke the reconcilintion

of their ecsuomd e chjectives amtirevely AiTlieulbe  in the UK, the dewends

af a welfare state; in the I8, the sroup pressures generatel by deeldniug
prices and tighter markets,
%o Souneild of Foreimm Mipisiers.

Little basls existes for crofituble sp:

elation about Seoviet fectice inm

w

the CFM, and no estimate of Soviet ipteaticns cen be made thet is nes e

e

Ject to sudden upset, Vhatever reszcong the U853 had for deciding 1o g%
about convening a confersacs, they have weccue more rather than less chscure
as the conference has proceeded, %hs Soriet pesitiom in the regotieticns

has essentielly been to demend e robuen So the gatns quo of 194547, 1

position that 1s strangaly wireellstic, The USSR has made no wse of tie

meeting fcr propagan:ia purposes,

The following suggestion iz offered in the gbgerca of awy gromds far :
g firm irrt.errmss*ba*tA;:Lovn° It is that ¢he USSR mede its deci s:.on to recomrem,

the CFM on en estimete of the sitwution whieh, though it mey have appesred

valid et the time the mackinery was set in motion, turned out, to be furda-
mentally wrong when the moment arrivid for the CFM to sit, The USSR mey have
estimated tfzét an appro2ching CFII masting would helt, or at least sericusly
delay, action ty ‘bhe Gormzns on a West Cerman constitution, The USSR mey
have estmatwl that it could develcep and then manipuwiate en overvhelming
Corman sentiment for unity. On this basis, the USSR may have calculaied

trat it cculd force the West %o negotiste under severe pressurs frcn the

”}.Qc:

.
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vﬁestern Germezs wad That the end product wowld ho a Gormapy uaified in a
form that would facilitate the establishment of witimsts Soviet sontroel,

If such estimateé vers made, zvenhs dif nob cooperate to confirm then,
ihe prospect of a CTM meating led :z.~c'-;:vidi;,' to the acceptonce of e West Zerman
constitution and to Steps for 2hs farmstion of o govervment, Noi only did
the West Germans fail to show emthusiase Lo & Germany unified ou Sovial
terms, bub the Ezst Germers showed political resistance to Soviel direstion
by turning in & considersble vote fgainst & gingls list of candidates ~n ity
u 2 "unity and peece" ticket, In additlon, the speed with which the Westoen
Pomers developed a wnified and determined pesition with respect Lo Geraang .
was contrary to their previous practice. In shart, differcuces betwees
previous estimates and present facts mey help to explein such curiosities
as the stand-pet position which the USSR has tgken in the CFH and the UPPETe
ent Soviet inability to develop a jropagands cempeign for the Germsn zudience,

The present fect is that the USSR has called for & return 1o the Totsdem
Agreement end the re-estsblishment of the principle of upanimous Four-Pover
control, and that this position hes ro appezl to German neticnalism and no

relation to the developments of ihe pest year, The area of negodistien has

parrowed until it covers littie move than pocsible 2greement on sconcmis

relations; though what agreements can grow in the sheéow of the present' Seviel
position is not reedily seen,
3. Heskern Ewoe.

The ratificétiqn of the Atlantie Pact is likely to proceed with littls

deley except such as may be occasioned by the iutentlon of same =tates to

walt on US scbion, Pelitical difficuliies may ariss, however; inm the case :

i
|
|
1
i
!
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of Thaly; though wltimss 2pprovel is expented, Opinion in Ttely was clesrly
spﬁit on the questian of the Pact, and the G:Jmﬁzz;men’c.~ P in ;:d*;ocatmg par?uu-
ipation, linked the Pact in the puilic mind with pozsible favorehle devalop-
merte in respect fo Itelyts .{‘omner colenies, The disposition af thess
solonies in a way satisfectory to Jtelien opinion becomes steadily less likely.

e UX has probatly blea A:ed any svck development by its encouragement of
Cyreraican independence, The Italian reaction has 1eft both De Gasperi and
Sforza open %o atteck, This reacticn is very likely to find, a focus when the
Alentic Pact is presopted fep ratification since it can be demongtrat:d
_that aone of its promised adveitagos have meterislized and tet, on ths cone
' traxy, Itely:s hends rill be tied by perticipation,

The fate of ths suople.nentary Military Aid Progrem is; however; boginning
to cause pubiic aprrehension in Western furope, and remarks are beginning
to appeer about the uncertainties and lack of firumess in US palicy, Reference
is mede to CIA 3.49, where it was estimeted that a Military Aid Program was
of firs: impartance in'maintaining the initially favyorable Idsychological re-
aétim to the Atlantic Pact, Specifically, "Equipment and armament from
this sowrece ... will be regarded as a matural and legitimate Q.IMLEEQ
for the risks undertsken ang the compronises accepted ,... Strains will de-
velop at all possible roints in connectiom with the rractical mplementi
stage &nd & sense of insecurity will probably reappesr as a distorting factor,?”
'I‘.'. is possible thet these strains 2y now gtard, Yo develop in cornecticn with
delays in euthorizing the supplementasry P'cogram.,
4o Heer Eagt.,

8o Greege.

The situntion with respect %o Soviet ond guerrille "peace feclers®

[
V)
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renains flﬁida Sovist suggesticns on the mttér‘were interesting chiefly
because they implied a Soviet aﬁil:’ﬁ.;j 'Eo-c‘on%roj: guerrilla ‘0perétionsp an}
hinted ét a possible desire o erranpe a 2lgepowsr deal, Soviet strategists,
reviewing the sitwation in the Pallens genorally may heve coneluced that
CGreek naticpal resistance ang TS aid were steadily reducing gueryilla copae-
bilities, Recent Commmist propsgenda had raved the way fer a shift frea
guerrillsa ﬁarfafe to ?olitical canpaigning, The mein eim of the diplomtlc
BEN6UVEr = leaving aside any cemnection it may have had with the CFY e

mist have been to prepare the vy for the Gresk Commmists to come back into

. Gresk palitics, Their mintmum demtnds, 1f this pameuver was to bear fruit,

would have to be the legelization of the Communist Party end ite free perticie.
pation in h;ubse@ent elections, 1f was gtated that the guerrilles wers ready
to meke peace; this readinsss being presanted &s a lead from strength ned
weakness since they would be willing to taks part in free elections, What-
ever wag :mtendedwas thrown out’ of gear by the refusal of the US end UE %o
negotiate with the USSR bebind the back of ths Greek Government and outside
the UN, It is noted that, in epite of this =laborete peace sbrategy,
réal evidence hag yé't come to hand of any intentian to end gusrrilla opera-
tions in Greeoe except o oonditioxzs favorable 4o th9 naintenance of Cem-
-mmist Pressure on Greak internal effairs,
ke Pelestize. |

Israel has been uneanpraxising in the three conferences that are
simmltanscusly going on - at Laussnne, with Syria, end with the Xingdom of
Jordan, The Isragli heve prodqced new demends and are apperently prevared
to have all three talks break dom, The possibility exists thad Isracl may
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e fofeseeing agventages in heving the iséue of its relations with ths Areb
states thrown back to the Security Council whose incvitable delays aad trebe
lems of implementation might open the way for further Ieraseli expansion,
It is vecoming incressingly clear that the Isvaell Govermment is having
sreat difficulty im carrying out its promisas to immigrants., Its econouy
is unable to susteln the current rete (over 15,000 a month), nor can sued
numbers be physically absorbed, 4 critical triangle of housing, unempiiye
nent, and inflation hes developed. At the same time it 1s cut of the cues.
tion politicelly for any Israeli leader to suggest checking the inflium: eren
temporarily., The stereotype of the "Promisad land," created by years of ,
irtensive propaganda, cenno® be eaaily altered,
The disappointment of Turkey at being excluded from the Axlantic
Pact has been mitigated by reassuring ccaversations with the Turkish Farcign
/
Hinister, T_hese reagsurances cof centinued US interest, though only verba’tl »
have had weight in Turkey because they have been supported by vi’sibie evidence
of material aid, However, simiiar verbal, reassurancss 1o Iran, sihce they
lack at present similar mederial suppart, are producing stronger Iranicn
pressure for direct US eid, The motives behind this pressure are m:ixcéo
A desire to be as favoéably placed with respect to.the USSR is the paremount
one, but jealousy of Turkey is alsc present, | |
‘5o ZIhe Far Fagh.
8. depes.
Ué efforts to gain fqr Japan a nore fevorable interpationsgl position

end concurrently to revive Japanese econony, have run into difficalties,
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¥astern Eurcpean staiss, :&exabefs cf' the Far East Ccumission, tuensd desy
" TS proposéls that Japen shovld beccns a x'ebcgzxized memter of intermaticril
odies and be gran’:.eé. mosi~fevered nation privileges in trade arvangements.
Vhen, in édditicmh, the US helted further removels of equipment carmerked
foo repai‘ations, there was; bitter criticisn of tize action es wilaterel.
The ection, however, natwelly got vrride approvel in Japun,. Whatever mAY
Lo its long~term eccﬁxomic velue, its immediate psycholegical value was cute
wolghed by the irexpensive Sovlet propesal to discuss & Japsnese pehce scttlee
zent. The effect on the Jepansse, vhose énthusiasm forr recovering naticnsl
sovei'eignt.y is ineressingg forcefuliy underiined the influense which the
USSR will be able to command in any trealy negotiatioms,
k. m,‘ ‘ _ |

Coummist militery advences imto South Chira, though bemporerily
kelted for regrouping, heve launched develomments which will be iiztgnsifi.ed
when the edvance is reswmed. Neticnalist officiels are scattering, scme |
to Taiwen, saze to Chungkd g, some abroad, & further stage has been reached
in the process by which the Netionalist Govm-nmént is falling apart;,' | ‘It hés
lost ell its wnity end its contacts with foreign diplomats will graduelly
| disappear also;_ The implied thréét {0 Hong Kong hee produced & guick reactiom,
The UX has armounced ste intemtion of defending its position &nd i;ag @i apstehed
‘reinforcements, It is undikely that the Chinese Communists will.attanp‘t to
resalve the issﬁe by military means except es a last resort. ‘Bong Kong zan
be made & ldability without a militcry acticon, A more probable procedurs
'will be the use of psychqlcgical and economlic pressures in conjzmcti.én with

negotiations which may well expand to include recoguition of a Communist regime.
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Finally, the Comnunist occupaticn of Sowth Ghina will probebly leed +o an
eéfly_éiarificaticn of Communist ﬂnienﬁi@nﬁ touard the countries of Southe
98t Asiqa

&- Eeres,

The scheduled start of US trocp withdrewals produced so much officie]
apprehensicn, publlﬂly comunicated, thst syzptoms of massg hysteria ang =ared,
Unless the Republlv assumes an air of confidence ww Justifieble st leesy for'
the shcrt-ran - hysterla can easily grow into panie, Letually, sinse “he
Republics armed forceg are at the least cqual in number and superior i
ecuipment to those of North Kerea, en imnediate test cf strength is not liksly,
Popular panie, stimulated by hysterical goverrment pudlicity, has recently
done more to prepare the ground fur the destruction of the Republic then
have direct acts of the Communists,

4. Indonegia,

The agreemsnt reached at Batevia Tepresents no mere than ths first
step in the process of permanently settling the Indanesien probiem. It
depends on the ability of the Republican leeders to maintain law and order in
their area of autho~1uv and to ma.ntaln pclitical -unity among their Po*loaers.
It depands ‘also on the doubtful cooperaticn of Duteh military authariiies,
Both 31des will eagerly note defiuiences in these respects. Even assuming
Buccess et this.staga, the Conference at the Hague can only move toward a
consideration of fundamentally cant“adictcry positionso Dutch policybis
rredicated on neuty ralizing the Reoublic in order to vetain a controlling
influence in Indonesia, Republicen policy sseks to counteract‘this intent,

The position of 4he Federalists is not yet ~lear, It is difficult to foresse
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a favorable end to the Haugue Confersnce unless one of the partiec makes

basic concessions. 411 that can be said &t present is that the atmosphezre
is better than could be expected, The rezl issues, however, have not yei
been sppreoached,

e. Burma,

The most important development has been the decision of the
. Commenwealth to exttend nilitary and financial aid tc the Burmése
Coverrment, It was unanimously agraed thst the first objective of this
program was the restoraticn of law and order., Extremely complex issuec
' enter into its execution. There is continual danger that it nay baclkfirs
tb the inju:y of Commorwealth prestige and'i'nfluence° However, two
favorable factors are ncw present, The Burmese Government has lost sone
§f its "anti-capitalist~imperialist’ phobia and may be weighing the dis-
advantages of impetucus secession from the Cormcrwealth against the rela-
tive prosperitj and reace that has accom@anied the less doctrinaire
courses of India, Pakistan, and Ceylon, ‘Furﬁﬁermore, the Comcmvealth
has a foo£ in the door of Burmese affairs and is finally in a position to
exert pressure on their conduct,

6, latin America,

Developments affecting the stability cf latin American governments
are mixed, The governments of Cuba, Paraguay, and Peru appear to have
become stronger. Brazil and Mexico continue on an even keel, and
Venezuelats goverrment still demonsbrates firm control. In Bolivia,
however, labor troubles—-aggravated by the activity of opposition

groups—have become increasingly serious racently, and the weak governmant
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has besn forced to take extrame suers to imsure its tenure. Tn Argentina, £

LY -
too, the administrationts rvosition has become increasingly serious. Here
grave economic problems remain unsolved and there is increasing evidenca

of confusion within the govermment. Otheir countries which have experienced

adverse developments incluge: Chile, whose govermment is fearful of the
pelitical consequences of falling ccpper prices; Colombia; where the

political situation has besen tense Lecause of pre-election partisan rivalry;

N

and Ecuador, where stability has become much less certain as new political
L4

alignments have threatened to urset the formerly balanced strength of

s

- the groups opposed to the administfatione
Cormunist strength in these couutries, it viould appear, has declined
during the montin. There is evidence %o show that in Colombia the Party
has become relatively ineffective; that in Uruguay it has iost ground
ambng labor; that peopulsr disapprovel of Communism seems to have increased
in }ﬁéxico° In krgentina, the éovernment continues its anti-Communist
measures;
No new serious problens have arisen oﬁt'of réfat%pns between these
countries during the nonth, but several irfitating ﬁ&?%ts of difference
remain. In the Caribhean area, even though no new issues have arisen,

the "democracies™ and "dictatorships® continue to be hostile, and there

are some signs of renewed activity ca the part of the Caribbean legion,

KRR AR RS LTI

The threat bv Uruguay to make an issue in the UN of the‘Venezuela treat-
ment of political prisoners did not materialize, Uruguay has renewed
diploﬁatic reiations with Paraguay, but Ureguay still has not reccgnized
either Venezusla or Peru,
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