
SITUATION IN THE FABABABXrl~ 



EconomicaEly, ss well as pol i l iea l ly ,  Zapan i s  the success 
OF Asia, Reduced t o  penmy a t  the end of' the war, she has 

ned'her owh native s k i l l s  arid+energy with the generous aid 
given by the United States i n  the immediate post-war-yeass t o  rebuild 
an esonoqy which i s  now the envy of  a l l  Asian and, ingeed, ma 
'iires-tern countries, . Her Indus t~~y  i s  flourishing and she has 
great s t r ides  i n  technological f i e lds ,  H e r  social  advances 
beefi equally spectacular, Hels standam3 of l iving,  which at the 
height of her pre-war prosperity was s t i l l ,  for  the 3ar& bulk of 
the population, only a t  a l i t t l e  be t te r  than subsistence leve l ,  i s  
now eomparabb fh pupchasing power aaad i n  the avai labi l i ty  of eonsump 
goods Go that' of the industsialised European powers, Although she 
has not formally adopted tile prfnciple of the Welfare State,  her 
system of socia2 securi is  effective and comprehensive; her 
agriculture, increasing mechani sed and scientf f i e ,  is, prosperous; 
 he^ export's f lour1 sh and her balance' of payments has g ~ e a t l x  improved, 

- 2,  A 1 1  these developments have taken pbaee wit 
serious po l i t i c a l  dislocation, Japan's i s  stable and 
though ministerial  posts change frequent 
L$beral-Democratic Party i s  f i  

orpeseeable future ,- In external ai'faf rs,  he^ policies m e  
an& ,sellsiblee 

3 %  This does rmt mean that Japan faces no d i f f  i eu l t i es ,  She 
r e l i e s  on imports f o r  the rge b u l k  of her r a w  materials and is 
heavily dependent upon MOP America and ;Nestern Europe for outlets 
f o p  her manufactused products, She otald be particular 
vulnerable t o  any i n t e ~ n a t i o m b  trade ~ecess ion ,  She i 
anxious l e s t  the European Economic Cornmunit -- 
effor t  t o  establ ish regular GATT relations 
countries and t o  t h i s  end has done much t o  s 
malpractices, such as. copying of' patents and the supply of 
manufactures below contract standard, which had prey20 
her a bad name, In  order t o  widen the base of her t r a  
seeks Lo improve her economic relations with Communist 
Soviet Union and other ommunist countries, She has s 
~ e s i s t e d  the attempts China t o  extract poYiLieal.co 
f r m  her, i n  return Po peck of' greater t ~ a d e ,  

bS PoliticaPBy also,  Japan f ee l s  the neces'sity of broadening 
her international contacts, S e remains ye friendly with and 
*closely al ed t o  the United States 'and i n  s t e  of occasional ups 
and downs, e r  'alliance i t h  AmGlaica ~ e m a l s ? ~  the cornerstone of her 
foreign go cy, Bu-t; s i s  steadily expanding heag po l i t i c a l  
selations w i t h  ITeste~n' Europe,  while a t  the same time trying t o  
remain -a -kaithful member of the uro-Asian bft'oc, In  speeif i c  
si tuations,  she attempts t o  act  as a bkidge Between the lflro-Asians 
and the Wes However, i n  general she finds herself drawing even 
closer l o  L West, Commercial considerations incline her to &he 



1attc.r course, f o r  the undeveloped A f r o - A s  an countries offer her 
insuff ic ient  out le t s  f o r  her t rade,  but he f ea r  of ge t t ing  t o o  
closely involved causes her t o  maintain a  cer ta in  reserve towards 
the '-Jest, especially i n  co3d-war conf'rontation with the Soviet bloc, 

5 ~ a p a n "  p o l i t i c a l  r81e i n  Asia is circumscribed by the 
Pact tha t  mi l i t a r i ly ,  she i s  a  negligible fac tor ,  She has f a r  l e s s  
actual  mil i tary strength (though, of course, imrneasureably more 
mil i tary potent ia l )  than such otherwise fap l e s s  developed countries 
as, f o r  instance, the Republic of Korea and Nationalist China, 
Japanese leaders are  beginning t o  draw a t ten t ion ,  a l b e i t  very 
cautiously, t o  the zact tha t  mil i tary weakness means lack o f  
p o l i t i c a l  influence, B u t  the an t i -mi l i ta r i s t  fee l ing  among the 
general Japanese public i s  s t i l l  so strong that no Japanese Government 
would yet  dare t o  adopt a policy of  remi l i ta r i sa t ion ,  

6 '  This f a c t  need not cause the West concern, O n  the 
oontraPy, it  i s  more i n  'ifestern i n t e r e s t s  tha t  Japan should continue 
t o  develop in to  a  peaceful, s tab le  and eeonomieally prosperous Asian 
c o u h t ~ y  than tha t  she should re-arm and thus again expose herself  
t o  the Lempkation o f  mil i tary adventures, 

7* The f a c t  tha t  Japan i s  now a major Free Yio~ld asse t  should 
not mislead the West in to  assuming tha t  ~ a p a n ' s  fr iendship can be 
taken f o r  granted, Japan, i n  f a c t ,  s t i l l  suffers  from a cer ta in  
sense of' i so la t ion ,  from a feeling o f  war--guilt and from a nagging 
suspicion tha t  she i s  s t i l l  not en t i r e ly  accepted a s  a  respectable 
member of the Free World H e r  experiment i n  democracy is . 
s t i l l  new q d  a  chznge o f  po l icy 'e i lher  towards neutralism o~ 
towakds ali,rrlunent w i t h  Communist countries cannot p t i r e l y  be ruled 
o u t  especially i f  any major .change i n  the internat ional  scene seemed 
t o  make it expedient, It i s  Qherefore a major Free Wsald in te res t  
t o  supportand befriend Japan, t o  make her f e e l  a  welcome member 
o f  the Free World community and t o  a s s o c i ~ t e  her more and mope i n  

0 
Free World pol ic ies ,  

SOUTH KOREA 

8 ,  The mil i tary dgime i n  South Korea remains firmly i n  
power and i t s  pol ic ies ,  though not always effect ive i n  execution, 
s t i l l  appear t o  be dedicated t o  the cause of p o l i t i c a l ,  social  
and economic ref'o~m, Resorts o f  p lo t s  against the  government and 
fac t iona l  disputes among the members of the  mili tary junta are  
disturbing,  however, and suggest the poss ib i l i ty  of Further p o l i t i c a l  
i n s t a b i l i t y ,  The rgglme i s  m a k i n g  progmss on i t s  plan t o  r e s to re  
power t o  an elected c i v i l i a n  government i n  1963, but present 
indications are  thz t  many of the mil i tary leaders a re  not prepared 
t o  swmgelzdar t h e i r  authority and tha t  they w i l l  t ry  t o  devise 
const i lut ional  and elect ion procedu~es which w i l l  maintain the i r -  
position, 



9, '  South Korea i s  s t i l l  far from economic v i a b i l i t y  and 
rem?-ins the la rges t  single recipient  o f  United Sta tes   id, Only 
l i m i t ~ d  progiaess has been made toward rkal is ing the r<gime7 s 
ambitious economic grojects ,  However, there are  some hoperul 
~ ~ o s s i b i l i t i e s  of' a settlement of' outstanding d i f f i c u l t i e s  with 
Sapan which ~ o u l d  lead t o  closer economic re la t ions  between 'the 
t w o  countries, 

10, In i t s  internat ional  policy, the Seoul Government i s  
displaying great a c t i v i t y  and is seeking t o  es tab l i sh  diplomatic 
re la t ions  with the greates t  gossible number o r  countries, I ts 
chief concern a t  prcsent seems t o  be t o  achieve a closer uneer- 
standing with the new African States ,  

11. Tle ~ o m r n u n i s t  rkgime of Kim 11 Sung  continues t o  hold 
poster i n  Nor-Lh.Korea and "i; inveigh against South Korea, the 
United Sta tes  and the United Nati'ons with i t s  usual vehemence, 
It argues tha t  reunification should be left "to  the Koreans 
themselves", but i n  recent months has tended t o  concentrate i ts  
propsgsnda on the withdrawal of Poreigntroops Prom Korea, 

12, After a gear" delay North Korea, on 8th October, 1962 
held i t s  t h i r d  nation-wide lPelec$ionsP' f o r  i ts  national  parliamentary 
bodyf the Supreme ~ e o 2 l e b  Assembly, which has been incressed f r o m  
257 t o  383 mcmbers, The r6gime may attempt thereby t o  improve i t s  
image 2s a democrBtic c o u n t ~ y  re l a t ive  t o  South Korea, 

3 The Pyongyang r6gime h i t h w t o  endemnxmed t o  rcm'in neutral  
i n  the Sino-Soviet dispute, but there  h ~ v c  been recent indications 
tha t  closer support is  being given t o  Communist China, 

1'4, North Korean claims o f  economic progress were a t  l eas t  
p v t i a l l y  jus t i f ied  es f a r  as industry i s  concerned, In agr icul ture  
it  i s  doubtful -ahether productioc rose a t  a l l  i n  1962, 

IhXlOITG b IA 

15 , On 15th August, 1962, sgreement was reached f o r  the 
t ransfer  - uncer United Nations ruspices - of  the administrative 
authority over vlest New Guinea t o  the Indonesians, Tile t rznsfer  
i s  expected t o  be made by 1st Nay, 1963, and the agreement -provides 
f o r  tl referendum by 1969 by which the native p o p u l ~ t i o n  w i l l  be 
given an opportunity t o  decice the p o l i t i c a l  future  of the t e r r i to ry ,  
Although far  f r o m  idea l ,  t h i s  agreement has averted the r i s k  o f  a 
large-scale Indonesi,m mil i tary assaul t  on Jes t  New Guinea, It i s  
too ear ly  yet  t o  be sure tha t  the Indonesians w i l l  observe t h e i r  
various obligations under the agreement, Howevcr, i t  i s  cer ta in  
tha t  t h e i r  a b i l i t y  t o  develop t h i s  L e r ~ i t o r y  will be severd-y 
r e s t r i c t e d  by t h e i r  01-in in te rna l  polkt i  e a l  and economic d i r f  i c u l t i e s ,  



6 The Comiunist ?arty (PKI) remains the la rges t  single p3rty 
i n  Indonesia, During the Jest Mevr Guinea camgaign the PKI took, ss 
expected, s n  ext~eme a t t i tude  which f i t t e d  i n  w e l l  with S u k ~ n 6 ~  s 
plans and which W ~ S  undoubtedly a popular l ine  t o  take, The PKI' 
must have benefit,>d from the f ac t  tha t  the Soviet Union .provided the 
arns (and credi t s )  which, as  the PKI can coiivincingly claim, gnve 
substance t o  the Indonesian threat  of miii tary action,  However, 
it seems very doubtful tha t  the PKI w i l l  gain powr  i n  t h ~  fore- 
seeable future  , 

17. The army is the only other m j o r  force i n  domcstic 
p o l i t i c s  and has probably bcen the  decisive f cc to r  i n  denying the 
P K I  an executive r61e i n  government, The armed services support 
Sukarno f u l l y  on most issues but have balked a t  any concessions t o  
the PKI, Althoughthe bulk o f  new Indonesian mili tary equipment 
together with technicians and inst ructors  hss come f rom the USSR, it 
i s  thought tha t  Indonesian mil i tary leaders are  not necessarily more 
kindly disposed towards Communism, Mow Chat the Tiest New Guinea 
issue has been s e t t l e d  and the embargo on arms shipments f r o m  the 
Vest is  t o  be l i f t e d ,  there have been indications tha t  the Indonesian 
forces a r e  prepared t o  redress the balance between East and West i n  
the matter of mili tzry assistance,  

18, Now tha t  the suppression of the in te rna l  rebe l l ion  i s  
viptual ly  complete rind the question o f  West I r i a n  has been se t t l ed ,  
the Indonesian Government i s  faced with the need Lo a t t a i n  i ts  th i rd  
goal: a higher standard of l iv ing  f o r  the people, 

19, The economic d i f f i c u l t i e s  facing Indonesia are  alarming, 
Foreign currency reserves are  dropping f r o m  a leve l  already 
dangerously lm, E x ~ o r t s  have been d-popping i n  pr ice  and volume, 
Food production has rat inproved with the r e su l t  t ha t  imports of 
r i c e  are r i s i n g  and adding Lo %be balance of payments problems, 
There have been reports  that  d i f f i c u l t i e s  a i d  t i o n  have already 
developd over the regayment of Soviet c red i t s  .e9 as q u i r e  
mili tary equipment said t o  be worth almost $1 b i l l i o n ,  Food 
d is t r ibut ion  h3s broken down through inadequnte storage and 
-transportaJcion f a c i l i t i e s .  In f l a t ion  has been serious,  palaticularly 
i n  the large c i t i ~ s ,  and the currency has continued t o  lose strength 
rapidly,  

20. With the FYcst New Guinea issue out of the way there i s  a 
poss ib i l i ty  that  the can reasser t  i t s  influence i n  Indonesia 
through oQfers of economic a i d  when the  Indonesians m e  ready 
themselves t o  take some of the necessary measures t o  put t h e i r  
economy i n  order and t o  res tore  internat ional  confidence i n  their 
S O ~ V ~ ~ C Y  a 

21 ,  Since the spring of' 1962 Indonesia has been promoting a 
second Afro-Asian, or  Bandung, Conference, The object o f  t h i s  
i n i t i a t i v e  i s  largely t o  place Indonesia back i n  the centre of 
Afro-Asian a f f a i r s ,  The unenthusiastic response of several  other 
Afro-Asian countries seeus t o  confirm t h i s  view; the others see 
l i t t l e  nced f o r  anotlicr Bandung Conference, However, Indonesia 
can be expected t o  pursue i t s  objective vigorously snCi with support 
from Comrnuni st  China, 



22, Indonesia remains an uncommitted couslt~y, Sino-Soviet 
bloc influence has increased and there is  no immediate prospect 
that it can be checked o r  mgeduced, Kestc;rsn fnf'luence, even should 
Butch-Indonesian diplomatie and eommereial relations be restored, is 
not l ikely Lo be as grseat, and the opportunities for increasing it  
are limited, 

LAOS - 
23. A new phase i n  the strsugghe over Laos w a s  opcaed ~ t ~ i t h  the 

fosmtion of' the coalit ion gover ent under Trince Souvama phoum 
on 2 3 ~ d  June, 1962 and the signing of' the Geneva Agreements on Laos 
on 23rd JuQ,  1962, Yith the establishment of the coalit ion 
government, large-scale h o s t i l i t i e s  were generally suspended although 
minor skirmishes and clashes continue t o  occurs on a small scale ,  
Negotiations among the three factions have not ye"cresulted i n  
formal arsangements governing the cease-fire b u t  a rcsumption of  
h o s t i l i t i e s  does n o t  agpear l ikely,  So far the coalit ion 
govement  has made vir tual ly no progress i n  establishfrig effective 
control throughout the country or i n  implementing i ts  policies of 
national ~eunif ' ication, and each faction retains control over the 
areas it holds, 

24, One of the pime of the Lnotia 
t o  revive the n?%iom1 e@o To. this end, th  
Economic Developme up a pprogramme which seeas 
rensoni?bke nnd re  h i f f f e u l t ,  of course, t o  pm 
what ch.znces it has of bel into effect, 

25, In the field 0% f o r e i  policy, the application or  
A r t i c l e  1 of' the Decla~ation on e Neutrality of Laos is provi 
~ar t i cu la r ly -  dff'f i c u l t  . The Laotian Govcrment announced- on 
.L 

21st Se2tenbeaa, 1962 that  soya1 a ~ p r o v a l  had been given t o  the 
ai>i2oinlment of the Ambassadors of Communist China, Poland, No~ th  
Vietnam and Czachosloavakia. Diplomatic relations ape also being 
established with Hungary, Bulgaria, golia and Indonesia, It 
would  be desirfible if' appointment o a~sadors of e o m t r i k s  
belonging t o  the F ~ e e  World ( ~ e w  Ze PhiPippLnes, ~ a l a y s )  were 
l a t e r  t o  compensate f o r  the present a sf representatives of the 
Eastern bloc. 

here is cvidence o r  an appreciable improvement i n  the 
tuation during the pesiod mdes seview, The recpvepy 

is primarily due to  the increase i n  militaxy resources, the 2laming 
of' conbined operations and an improvement i n  intelligence work, 1% 
has been made possible by the substantial  increase i n  United States 
a id ,  However, the s i tuat ion is still s e p l o u s ,  Heavier losses 
have been ~ e p o r ~ t c d  on both sides, n several occasions t i e t  
Cong command has t h m m  in f o ~ c e s  o bat talion strength, 
effort has been made By.the ene %o adapt himself to the new 
taetfes ( i n  par t icular ,  the equipment of units w i t h  anti-aircraft 



weapons fo r  
other hand, 
rapidly and 
very few of 

use against the United States  army hel icopters) ,  On the 
the construction of "s t ra teg ic  hamletsEf i s  proceeding 
although not a l l  of them are  well-built or well-sited, 
them havc; been destroyed by the Viet Conw, Howc.v~r.  

despite hcavy casual t ies  thc ~ i e t  ~ ~ o n g -  order o f  b a t t i c  does not & e m  
t o  have decreased s i g n i f i c m t l y ,  and i t  appears l ike ly  that  
iPlr i l t ra t ion through Laos may be continuing since the Laos se-ttl~ment, 

27, In  June the Indian and Canadian members o f  the t r i p a r t i t e  
ICSC adopted, and thc United Kingdom Co-Chairman unilatcrakly 
published, a Spccial Ruport on Viutnam, For some Lime previously 
the ICSC had been cxaining al legat ions  by both North and South of 
brcaches of thc 1954 Geneva c e a s e - f i ~ e  agreements, The Report 
concluded tha t  the North had violated the Geneva agreencnts by 
sending men, arms and supplies t o  the South i n  supscrt of the 
cornmunisl; guer i l la  campaign thcre ,  and by allowing the Ndrthas 
t e r r i t o r y  t o  be used f o r  inc i t ing ,  encouraging and supnurting hos t i l e  
a c t i v i t i e s  i n  the South aimed a t  overthrowing the Soath Vietnamese 
Government, Furthermore the Report found that  the D'cm Government 
had received mili tary a id  which a p p ~ a ~ d  t o  be i n  exzess of the 
quant i t ies  p ~ r r ~ l i t t e d  by the Geneva agreement and thzt  it had entered 
in to  a f ac tua l  mil i tary a l l iance  with the United States ,  Although 
the Report did not draw any cause-and-effect relat ionship,  it could 
be inferred tha t  the increased United Sta tes  azsistance had been 
r ~ q u c s t c d  and provided i n  response t o  the North's in tens i f ied  campaign 
of subversion and aggression, 

28, The Report could thus be considered a landmark i n  the 
internat ional  consideration which has been givcn t o  the quist ion of 
Victnam, For the f i r s t  time India took a su'dstan-i1.i-s.e posit ion 
against the North on a major question, and the Report should assist 
i n  bringing the Vietnamese picture  in to  clearer focus, par t icu lar ly  
among the uncommitted nations,  

29. Along with Moscow and Peking, North Victnam continues t o  
profess favour f o r  various kinds of "po l i t i ca l  soluticns" o f  the 
Vietriam question, The theme of' unification of both Ncrth and 
Sauth Vietnam appears t o  have been dropped f o r  the mcment i n  fav0ur 
o f  a c a l l  f o r  the removal of President Diem, %he withd-rawal of 
Amelaican a i d  and the "neutralisat ion" o f  South V i e t . ~ a m ,  This is- 
why the Hanoi Governaent has suspended the siti-~i+~.- o f  the South 

0 "J 

Vietnam Marxist-LcnLnist Party,  whose pzl .2- t ical  l ~ ~ b t l  is too 
conspicuous, and i s  .unreservedly backing the " r?~~on . t  f o r  the 
Liberation of the Southv,  which aims a t  uniting the opponents of 
Pres3dent Diem" Government under the neu t ra l i s t  banner, 

30,  Neither thc  representatives o f  the Front i n  the South nor 
the au thor i t i e s  i n  Hanoi, Peking OP Moscow have been pressing f o r  an 
in t t rna t iona l  conference on Vietnam, as had been widrly exrected 
following conclusion of the Laos agreements, Thus the c?d ix i i s t  
bloc ap_sears t o  consider tha t  the time i s  not yct r ipe  f o r  an inter-  
national  conference on Vietnam but tha t  i n  due course it may ripen, 

EAT0 SECRET 



31. BTorth Victnam continucd t o  show a strong desire t o  s tay 
i n  the good gPacts of both the Soviet Union and Communist China, a s  
exemplified by i t s  maintenance o f  cordial  re la t ions  with Albania and 
Ho Chi Minh's t r i p  t o  Moscow, Conversely, the Sino-Soviet r iva l ry  
f o r  influence over North Vietnam's pol ic ics  remained, The Sovict 
Union announc~d a substant ia l  new grant o r  economic assistance -to 
North Victnam, and another high-ranking Chinese Communist goodwill 
mission was sent there,  Chinese iqexpertsPB i n  North Vietnam out- 
cumber those from Russia or East Europe, but the material a id  which 
North Victnam reccives frsom Russia and East Europe is much greatcr  
than tha t  which it rcccives from China, 

32, Conflicts betwecn Canboqia and Thailand and Cambodia and 
South Vietnam a;7e deeply rooted i n  history.  Incidents have 
inuktiplied ovcr the past yew, especially on the South Vietnamese 
border, This i s  no doubt a t ta ibutable  t o  the  in tens i f ica t ion  of 
guer i l la  and ant i -guer i l la  a c t i v i t i e s  i n  South Vittnsm since the 
middle o f  1961, Tcnsion with Thailand has also been increasing 
since the In te rns t iom1 C o u r t 8  s recognition of Cambodia" s igh t s  
over the temple OF Preah Viheas~, 

33* Considering h i s  country t o  be threatened, Prince Sihanouk 
sent a message on 20th August, 1962 t o  the signatory powers of' the 
Laos Agreements, The -Khmer Head of State  cal led f o r  a new 
conference with a view t o  obtaining recognition and an o f f i c i a l  
guarantee of the neut ra l i ty  and t e r r i t o r i a l  in t eg r i ty  o f  the Khmer 
kingdom, 

In view of the unfortkcoming rep l i e s ,  Prince Sihanouk has dlaopped 
thc idea of a conference f o r  the time being and has proposed the 
procedure of  individual v i s i t s  which would lead t o  the signing of 
an i n k r n a t i o n a l  agreement, The Khmcr Government is now preparing 
the necessary draf t s ,  P ~ i n c e  Sihanouk has threatened t h a t ,  a s  a 
l a s t  r e so r t ,  Cambodia would throw i t s e l f  in to  the Sino-Soviet blocP s 
arms t o  preserve i t s  nationah ident i ty ,  Although Sihanouk i s  
unwilling t o  adopt t h i s  extreme course o f  action,  he may f e e l  pushed 
t o  grant concessions t o  the Communist countries which w o ~ l d  increase 
Com~unisL influcnce i n  Cambodia t o  a dangerous poin t ,  unlcss 
re la t ions  with Thailand and South Vietnam can be substant ia l ly  
improved, 

34. In the event of ncutral isat ion,  the question of  the 
s t a tus  of foreign mili tary missions i n  Carnbodia mag be ~eopeized, 
On the othcr hand, Prince Sihanouk has published a statement t o  
the e f fec t  tha t  he would not refuse a id  " f ~ o m  a country ~ h a t s ~ e ~ e r "  
and that  he hoped t o  continue t o  receive United S ta tc s  a i d ,  He 
revealed that thc Soviet Governnent had offered t o  send him two 
destroycrs; instea6 he had asked f o r  MIG a i r c r a f t  and i3.A guns, A s  

. regards China, Chairman Mao Tse-Lung i s  believed t o  have promised 
him m i l i t a w  support t o  defend Cambodia should she be attacked by 
South Vietnam, 



35* The Cambodian standard of living is low, but there are 
no signs tii43tpoverty is engendering political unrest, 
Prince Sihanouk remains firmly in control and the Cambodinn 
experiment continues to rest mainly on his personal 2opularity, 

36, There was little change in the political situation during 
the past six months and Prime Minister Sarit rermins in firm control 
of the government, A significant change in the domestic situation 
is unlikely unless a serious detcrioration in Sarit's health removes 
him from the scene, 

37. Thailand remains a staunch anti-Communist ally and is 
Likely to remain so for some time despite reccnt ill-temp~red threat 
to take a more independent line, Thai leaders wtrc angered over th 
Intc~national Court decision in the temple dispute with Cambodia and 
sekm to have tricd to believe that the United States was partLy 
responsible fop the decision, Further, Thailand was disillusioned 
at the turn of events in Laos and conside~s that count~y lost to 
Communism, However, the Thais were encouraged when the United 
States and other SEAT0 allies sent forces into Thailand when the d 

Communist threat from Laos scem re 
restore some Thai faith in S m T  i%% 
sfvetow of one or two non-Asian members, 

38,  The emotions that continue to play an important r6le in 
Thai att itudcs toward Cambodia have been f urthe~ aggravated by 
Sihanouk's charges that the Thai were guilty of aggression against 
Carribodia in connection with border incideiits, In rcsponse to 
Cambodia's allegations and that nation's request for international 
guarantcos of' its neutrality the Government of' Thailand proposed that 
a represcntative of the United Nations Secretary General visit the 
area to determine responsibility for border incidents and generally 
bring stability to the area, The Secretary General, with Cambodian 
agreement, is now acting on this proposal, Thai sensitivity over 
Cambodia was further reflected in criticism of the United States for 
its military assistance to CamSodia, 

39. Thailand signed a fo.rmal trade agreement with the Soviet 
Union, This reflects a pique, not any shift in foreign policy, 

40. The Philippine Government continues to give support to 
SGATO, but Philippine confidence in SEATO has been shaken by the 
Laotian settlemat and criticism has been directed mainly against 
France and the United Kingdom as lukwrarm participants in the 
struggle against Communism in South East Asia. President lacapagal 
has also introduced a new element of disturbance in South East Asia 
by putting forlaard a claim to, No~th Borneo, now a British colony but 
soon to be part  of the new and independent Federation of Malaysia, 



Anothcr suggestion was h i s  idea o f  a Greater Malaysian confederation, 
comprising the Federation of Xalaya, the Philippines , Singapore, 
Sarawak, Baunei and North Borneo, The President sa id  tha t  t h i s  
great a rc  of islands would .form a f'omid.able geographical, cu l tura l ,  
economic and p o l i t i c a l  unity that  would be a powerful force f o r  
freedom, progress and peace, not only i n  A s i s  but i n  the world, 
Reactions i n  the Philippines and elsewhere have been cautious, 

4 1  Internal ly  there  is  l i t t l e  change, President Macapagal 
has done h i s  best  t o  i n i t i a t e  a rggime of r ~ f o r m  which has shown some 
succcss i n  h i s  a t tack on p o l i t i c a l  patronage, o f f i c i a l  g ra f t  and 
corruption, Disguised economic fac tors  threaten the administration, 
Foremost amongst these i s  the inheritance of a Legacy of g o v ~ r ~ n t  
d e f i c i t  - financing from the former Macio a l i s t a  administration, 
who had indulged i n  wild expeadi tu~e  during theila l a s t  year of off ice ,  
The Philippine Government has carr ied through vepy effect ive 
mcasures t o  improve i t s  foreign exchange posit ion but has not been 
able t o  produce e i the r  a co-ordinated economic policy os even the 
machinery f o r  producing such a polfcy, Nevertheless, the s t a b i l i t y  
of h i s  rggiine i s  not threatened, 

42, blaLaya% in te res t  has continued t o  centre on creating a 
Fedemtion of Malaysia, Subject Lo a formal agreement which has 
s t i l l  Lo be sigaed by the United K.ingdom and Nalay Governments, and 
which w i l l  not only provide f o r  the t ransfer  of s o v ~ ~ e i g n t y  over the 
t e r r i t o r i e s  of' Sarawak, North Borneo and Singapore brat w i l l  a l so  lay 
down Lhc conditions governing the relations between Singapore and 
the new Fedemtion, defence and the s t a tus  of the United Kingdom 
bzses, and w i l l  define thc wrangcrnents f o r  s~feguard ing  the 
i n t e r e s t s  o f  the popu;bations of North Borneo and Sarawak, "MalaysiaPv 
i s  due t o  come into being on 3lst August, 1963, 

43* The Philippine cla im' to  North Borneo may complicate the 
formation of Malaysia, Thc o f f i c i a l  Nalayan posi t ion is  that the 
problem is  one tha t  must be resolved by the Philippines and the 
Br i t i sh  Gr>vernmc;nt although the Tunku Abduk Rahman has indicated 
some in te res t  i n  a plebisci te  i n  the area,  t o  be held, however, only 
a f t e r  Malaysia has been estctblished, The Tunku has been angered 
by the Philippine claim cad has indicated tha t  Philippine i n t r w s i -  
gence could affect Malaya's participat'ion i n  the l'Association o f  
South-East A s i a t B  i n  December a962 - Indonesia has remained 
comparatively s i l e n t  on the concept o f  Malaysia i n  order t o  maintain 

act ion and possib- promote i t s  in te res t s  i n  the Malaysian 
Ime i n  the future,  

kho Malaya's foreign policy has continued Lo be pro-Weste 
and Commonwealth forces ape s t i l l  s ta t ioned i n  Halaya, Althou 
i n  May 1962 the Prime Minister opposed the  use i n  Thailand of 
Commm'rvealtb t ~ o o p s  stationed in  Malaya he p e r m i t t ~ d  aeroplanes 
carrying Commnwealth troops t o  Thailand t o  re fue l  a t  But t t~wor th ,  
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Relations with Indonesia have continued t o  be cool, largcly because 
of ~ n d o n e s i a k  sreservation about the crcation of Malaysia, Malaya 
continues t o  support the "Association of So,uth-East Asia'' (AS), 
Prime Minister Rahman has recommended tha t  P - S A  include, i n  due 
course, Burma, South Vietnam, Laos,  Cambodia and Indonesia, 

45e ~'Ialaya's second Five-Year Plan, l i ke  the f i r s t ,  has a s  
one o f  i t s  aims the strengthening o f  the already well-developed 
rubber industry ulhile a t  the same time d ivers i f i ing  and expanding 
agr icul ture  through drainage, i r r iga t ion  and land development projects, 
With the creation o f  Malaysia i n  1963 the development sphere w i l l  be 
broadened t o  include Singapore and the Borneo t e r r i t o r i e s ,  The 
'iforld Bank has been requested Lo make a study of the economic 
requirements of' the new federation,  Malaya has received no economic 
or mil i tary a id  f r o m  the Communist bloc, although trade has reached 
fa i r ly  subs tan t ia l  proportions i n  recent years, 

46, Gencral Me win's Revolutionary Council has now been i n  
power seven months since the coup of' 2nd Idarch, They do not regard 
themsclvcs, as  they did i n  1958, a s  a caretaker government primarily 
concerned with hnternal securi ty and sound administration, On the 
contrary, they have reached the conclusion that  parliamentary 
democracy has f a i l e d  Lo solve Burma's problems, par t icu lar ly  those o f  
the minorit ies,  and of economic development, The manifesto o f  the 
Rcfrolutionary Council, "the Burmese way t o  Socialism", i s  based on 
Barxist g r inc ip les ,  advocating a soc ia l i s t  economy based on the 
nat ional isat ion of the means of produetion, the abol i t ion  of the 
p ro f i t  motive, and primary rel iance on the peasants and workers t o  
achieve Burma's objectives, B u t  i n  external  a s  i n  in t e rna l  matters, 
B u r m a  has taken no irrevocable s teps  "cowards Communism and it 113s 
b~comc more l i k e l y  i n  the past few months that  Burma w i l l  probably 
not experience far-reaching revolutionary changes, 

47* Although Communist China" economic stake i n  Bu~ma i s  
expanding, she bas  made no recent move t o  increase nor influence, 
beyond f u l f i l l i n g  the measures of economic a i d  already ~ane-t toncd 
under U Nu's ~e'gime, The new government has v o l u n t a ~ i l y  decided 
t o  dispense with the ass is tance given t o  Burma by pr ivate  
organizations such as the Asia Foundation and the Ford Foundation, 
However, i n  order t o  st imulate the national  econonyr, i t  intends t o  
use the c r e d i t s  and technical  a i d  offenaed by countries i n  eithers 
camp without showing any preference , Total Communist bloc a i d  to  
Burma has amounted t o  some $95 million, Burma has not a s  yet 
accepted mi l i ta ry  a i d  from thc  bloc, Western aid t o  Burma has been 

rovided by thc United S t a t e s ,  the Br i t i sh  Commonwealth countries 
?through t h e  Colombo Plen),  Japan (through reparations), and the 
United Nal ions ( tpincipal ly  f~ om the IBRD) . 



b8, Mr, Nehru f i ~ m l y  retains leade?ship and there are no 
signs o f  ins tabi l i ty  i n  h i s  present Goverment, N e v e ~ t h ~ l e s s  
speculation i s  now constant armd open about Lm eventual suecessop, 
The uncertain s t a t e  of h i s  health has cont~ibuted t o  t h i s  speculation, 

&Ie A recent reorganization of the leadership of the Indian 
Cornmlanis$ Pnrty indicates a tendency t o  move f u r t h e p  t o  the left, 

- It is s t i l l  too soon to  judge whethcr t h i s  move t o  the left w i l l  
haw significant repercussions on the bchaviou~ of t h i s  group, 

. It is gene~a l ly  thought that the ICP is preparing to step up its 
opgosition i n  the f i e l d  of domestic policy, but that it will allow 
i t s  new lmdcrs t o  continue to support Pandit Neh~u*s s t G d  i n  the 
Sino-Indian coarf"lict, which w i l l  have an increasingly adverse 

" effect on the influence of  the pro-Chinese wing, 

50. Rel?tions between India and China are again going Lhssough 
a c r i t i c a l  period, The Sino-Indian t r e a t y  of' 3.954 on T i b e t ,  which 
ex2frcd i n  June ,  has not hem renewed. At Ladakh last 
Chinesc troops occupied a number of  positions, s evc~a l  o f  which ape 
located in an srca to which China had not hitherto Paid claim, For 
f t s part, the Indian Army stationed t ~ o o p s  i n  the same area, Some 
fighting ensued, A mJoP Chinese a t  & V J ~ S  launched i n  Octobep 

st Fson-tfcr Agency ( ) area after Lhe &ndlms 
nese of having delib e1-y advanced militapy 

outposts south of the ahon kine, Offers by the Chinese to 
dispute h een turned aom by the Indians on t h e  

t no discussion could be held as long ES &hc Chinese were 
on Indian t e a ~ i t o r y ,  I d r ,  Nehru has j?hkbliel;y declared h i s  intention 
of  driving the Chinese back across the rront ier  a t  whatevcr cost, 

51e After suffering a humiliati mauling from the Chinese in 
NEFA and further setbacks in Ladam t Indians have declared a 
s t a t e  o f  emergency, The causes of' t he i r  mil i takgr setbacks t o  date 
include the Chinese superior log i s t i c  pasidion, There is no doubt, 
however, that Indian unprepa~ehess was an important fac tor  ancl 
much of the blame f o r  t h i s  is fng publfc levelled at 
Mr, K r f s h m  Menon as Defence ntster, "rh Indians clear 
estimated Chinese military ca f l i t i e s  in this area, Th 
w i l l  now p~obably slow do Chinese ab i l i ty  $0 f igh t  
in the Korean winter has ed some doubts  as t o  whether the 
military front will shut Born complete1 The supply poblem, 
however, w i l l  presumably much  educe the scale of the Fighting, 



at t i tude  t o  the Kashmi~ question and tough Indian pronouncements 
o u t  the b o ~ d e r  with China, combined with the pressure of 

aroused Indian gmblic epinion, may make it impossible.for the 
Indians t o  make more than very minor eoneessions, Although the . . 

recent Chinese military thrust  w a s  probably simply a pre-winter 
t ac t i ca l  response t o  Indian stimulation, the Chinese successes are 
unlikely t o  make the Indians any mope conciliatory, 

53% India has appealed successfully f o r  immediate Nestem arms 
sliipments, Chinese aggression could well have some effect  on Indiaqs 
relat ions with the West and also perhaps with the USSR, which has 
publfcly but cautiously come dom on the Chinese side i n  the dispute, 
This may well affect  the expected sale  of' Russian MIG jet-fighters 
t o  India, 

54, Some anxiety has been f e l t  i n  In  at the possible effect 
of' United Kingdom entry into the EEX: and, lueneed by a st~dong 
determination t o  regain and retain the leadership of the "uncommittedTq 
world, Indi?. has been departing again f rom the relat ively moderate 
l ine  which she w a s  adopting on s ' co lon ia18~ues t ions  a year ago, But 
his at t i tude could now be influenced by her important need f o r  

Vlestern arms, 

55* Indian policy tovwrds and relations with other Asian 
countries is s t i l l  highly coloured by her relations with Pakistan, 
Indeed these, combined with her struggle with China, largely ovep- 
shadow all other aspects of her in ternat ioml  relations,  There has 
been no change i n  the position over the Kashmir dispute since i t  
tras debated i n  the United ikt ions ea r l i e r  t h i s  year, There has been 
an increase i n  incidents across the cease-fire l ine  and a tendency 
fo r  both sides t o  replace police control i n  the area w i t h  military 
forces, Some detente with Pakistan over Kashrnir Lo help India's 

ion vis-a-vis Communist China would clearly be desirabl 

56, King Mahendra of Nepal is incensed over what he r ega~ds  
ns India 's  deliberate f a i l u r e  t o  impose t ighter  security measures 
on Nepalese. rebels operating from Indian ter r i tory ,  Indian 
relations with Indonesia have also worsened, In D j a k n ~ t a ,  the 
Indonesians sub jeeted Indian representatives t o  mob indignities 
following some differences of view ovev what countries should B e  
*presented a t  a meeting of Asian athle3ic teams, 

57@ India's Thipd Five-Year Plan has proceeded a t  a s low and 
m c e ~ t a i n  Gate, While there have been some bright spots in  recent 
months, progress i n  carrying o u t  the Plan has been beclouded by a 
sagging investment programme, declining foreign exchange reserves, 
an f m b i l i t y  t o  expand export markets, and new evidence of population 
~ W P € ? ~ S ~ S  of previously unknown magnitudes, Moreover, Indian 
officials have been shaken by the delay encountered i n  determining 
the level  of  Western Conso~tium aide A lower, but steadier,  level 
of a i d  continues t o  be received f r o m  the Soviet bloc, ' The Five-Year 
Plane s objectives may well be endangered by a diversion of resources 
t o  military ends if '  the coWliet  with China continues on the present 
escalated scale, Additional Western economic assistance may be 
required, 



58, The most imgor t~n t  i n i t i a t i v e  which Pakistan undertook i n  
foreign 2 f f a i r s  i n  1962 ;vzs publicised i n  the announcement on 
3rd lday thz t  Fakistan m d  Communist China would negotiate t o  
denarcate provisionally the f r o n t i e r  between Sinkiang and northern 
h i  This decision not only consti tuted a challenge by the 
two pa r t i e s  t o  l n d i a P s  claims t o  sovereignty over the whole of 
S x h m i r ,  but it a lso  led Pakistsn Lo refuse a United S ta te s s  
request for the despatch of a token force  of troops t o  Thailand, 
She did  agree, howevers, t o  3 United NatPonsa request f o r  the 
assignment o f  a force o f  Pakistani troops t o  support  the United 
P~?tions interim ?dministrrtion i n  'Hest New Guinea, 

59* Increasing h o s t i l i t y  between India and Pakistan has been 
evident i n  the d e t e r i o ~ a t i o n  of t h e i r  re la t ions  along the Assam, 
Tripura m d  East Pakistan f ron t i e r s ,  Pakistan snowed concern a t  
whnt i t  regards a s  India 's  increasing willingness t o  use force, if 
necessary t o  achieve foreign policy goals; for i t s  p r t ,  India 's  
h o s t i l i t y  became intensif ied by the assesslaent tha t  Pakistan was 
t rying t o  exploit  Communist ChinaJ s influence i n  the region t o  w i n  
ground on the Xashmir question, 

6 0 ,  The c h a r a c t e ~  of n a t i o m l  p o l i t i c s  changed i n  Pakistan 
with the end of martial  law on 8th June, 1562 and the inauguration of 
copLtrolled p o l i t i c a l  ac t iv i ty  under a new consti tution,  This change 
led the r$gime in to  a se r i e s  of t a c t i c a l  s h i f t s  on the domestic f ront  
and t o  changes o f  emghasis i n  foreign policy, Pakistan o f f i c i a l s ,  
f o r  examgle, no longer t r i e d  t o  meet head-on p o p u l a ~  criticisin of 
SSATO but chose t o  de-emphasise i t s  mili tary significance while 
s t ress ing instead SEATO'S economic and soc ia l  importance f o r  Pakistan. 
This new rationale r e f l e c t s  a decision'of the rdgime t o  play down the 
security aspects of Pakistan's  mul t i la te ra l  defence arrangements i n  
favour of greater  dependence on 2akis tanVs b i l a t e r a l  t i e s  with the 
United Sta tes ,  

61, Large scale  ?:Jestem a id  Lo Pakistan continued but the 
Soviet Union a lso  extended i ts  search f o r  o i l  t o  East Pzikistan, 

NATO SECRET 
2 .-v 




