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1, INTRODUCTORY.

The Special Interdepartmental Committee on Korea was estab-
lished as a reault of conversations bet&een the Becretary of State
and the Secretary of War regarding the unsatisfactory situation in
Korea, It was agreed between the Secretaries that the Committee
should consult with other experts on Far Eastern affairs not now

directly concerned with Korean matters, Mr, Grew, former Under

Secretary of Btate, agreed to review the findings of the Committee,

while Mr, J, Weldon Jones, Assistant Director of the Bureau of

the Budget, agreed to act as a member of the Committee, The other
members of the Committee were My, J, K, Penfield, Deputy Director
Oof The Office of Far Eastern Affalrs in the State Department, and
Major General A, V, Arnold, former chairman of the U,8, delegation
of the Joint Commission in Korea and previously Military Governor
of Korea, Other State and War Department officers participating
in the work of the Committee were: Mr, Hugh Borton and Mr, E, M,
Martin of State Department and Lt, Col, E, W, Hendrick and Lt.‘Col.
{. N, Dupuy of the War Department,

The Committee was directed orally to study the present un-
satisfactory state of affairs in Korea, and, on the basis of that
study, to develop for submittal to the Secretaries of State and
War recommendations for a proposed governmental policy with regard
to Korea,

In studying the situation in Korea, the Committee soon ocame .

to the oonclusion that little further progress could be made

towards the accompltshment of U,8, aimg in Korea until an errort
had been made on a governmental level to reach agreement with
the Boviet Union regarding means of implementing the Moscow
Agreement of December 1945, It was the opinion of the Committee
that this approach should be made before the termination of the
forthcoming Moscow Conference, Therefore, in view of the early
departure of the Secretary of State for Moscow, the Committee
decided to submit its preliminary views to the Secretaries of
State and War, These views were submitted on February 25 in a
memorandum (Appendix "F") enclosing an initial draft of Sections
11, III, IV and V of this report,
o7l
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In 1ts consideration of the situation in Korea the Committee
reviewed varioue pertinent studies prepared within the two
departments and in the fleld,

The Committee interviewed the following experts:

The Honorable A, W, Harriman, Secretary of Commerce.

Lleutenant General J, R, Hodge, Commanding General, U,8, Army
Forces in Korea,

Mr, E. Durbrow, Counselor, U,8, Embassy, Moscow, U,8,S.R,

Mr, Llewellyn E, Thompeon, Chief, Division of Eastern European
Affairs, State Department.

11, PRESENT SITUATION IN KOREA

A, General,

1. U.8, policy towards Korea is based on the following
basic objectives: (1) To establish a self-governing sovereign
Korea as soon ag posslble, independent of foreign control and
€ligible for membership in the United Nations; (2) to insure
that the national government go established shall be fully
réepresentatlive of the freely expressed will of the Korean penple:
and (3) to assist the Koreans in establishing a sound economy

and adequate educational system as essential bases of an indepen-

dent, democratic gstate,

2., For the purpose of taking the Japanese surrender

Korea waec divided into two zones of military occupation, the

United States occupying that part south of 389, and the U,S,S.R,

Occupying the northern part of the country., This diviegion

perslste, However, through the Cairo and Potgsdam Declarationsg,

the United States, the United Kingdom, and China are committed

to the eventual independence of all of Korea. In its declaration

Of war on Japan on August 8, 1945, the U,8,8.R., joined in the
Potscdam Declaration,

3, In the early days of the occubation the U, S,
Commander, General Hodge, was unable to establish satlsfactory
llaison with the Soviet Commander in the north, Political and
€conomic problems created by the artificial division of the
country into two gzones became acute, In December 1945, at the

S O
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Voscow Conference, these serious consequences of the bi-zonal

Occupatlion were discussed and an agreement between the U,S,,

Uu,8,8,R, and U.K, was reached regarding Korea, Thilis agreement,

to which China subsequently subeoribed provided that:
(1) There would be an immediate conference between
representatives of the U;B, and Soviet Commands in Korea
for the purposce of gettling acute economic and administrative
matters, E
(11) The U,8, and Soviet Commanders in Korea would
establish a Joint Commigsion which, in congultation with
local democratic parties and esocial organizations, would
prepare plans for the formation nf a provisional Korean
government,
(111) The Joint Commission, with the participation
2T the provisional Korean government (when established) and
Korean democratic arganizations, would work out measures
"for helping and assisting (trusteeship) the political,
economlic and soclal progress of the Korean people, the
development of democratic self-government and the establish-
ment of the national independence of Korea" which would be
submitted for the joint consideration of the Governments
of the U,8,, U,8,8,R,, U,K, and China "for the working out

Of an agreement concerning a four-pnwer trusteeship of

Korea for a period of up to five years",

4. The conference called in subparagraph (i) abowe

met early in 1946 but achieved no substantial results.

5. On March 20, 1946, the Joint U,S8.-U.8,8.R., Commie-
slon provided for in the Moscow Agreement met for the firet time,
It was the U,S8, view that the formulation of planes for the
creatinn nf a provisional Korean government was the first and
moet pressing task before the Commigsion,

The Soviets at first insiested that the provisional
Korean government be formed after consultations with only those
political parties and social organizations fully in favor of the
i A
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Moscow Agreement, including its provisiones for a trusteeship for
Korea, The Boviet position would have had the effect of excluding
from eonsultation all parties save the Communist party and its

fellow travelers, even though, until indoctrinated with the

"party line", Communists in south Korea, like thnse in the north,

initlally opposed trusteeship, The Joint Commigsinn finally
agreed that i1t would consult with Korean democratic parties and
soclal organizations which were "truly democratic in their aims
and methods" and which wnuld subscribe to a declaration that

they would "uphold the aimg of the Mogscow Decigsion", "abide by

the declslons of the Jnint Commigsion in its fulfillment of
paragraph 2 of the Moscow Decision in the formation nf a pro-
Visional Korean Democratic Government", and cooperate with the
Commission "in the working out by it , , . of proposals concerning
measures foreseen by paragraph 3 of the Moscow Decigion”,

The Boviet delegation then insisted that if any of
these Korean parties were represented by any individuals who had
eéxpressed opposition to the Mosocow Agreement, and particularly
to the provision for trusteeship, these individuals should be
declared ineligible for consultation with the Joint Commigsion,
The United Statec delegation did not accept this proposal on
the ground that such an exelusion would constitute a violation
of demncratlic, representative principles and particularly the
prineiple of freedom of speech, Ag it became evident that no

progress could be made, the Commission adjourned gine die on

May 8, 1946,

6. Immediately after the Commission adjourned the U, S,
Command took the initiative in pressing the Soviet Command for
resumption of negotiations, The several exchanges of letters
which have taken place have failed to change the baslc Soviet
positinn, Furthermore, the Soviets have engaged in obvinus
delaying tactics, The followling summary clearly shows that
General Hodge has been d>ing his best to achieve E0me progress
toward implementation of the Moscow Agreement and that General
Chistiakov 1s dning his best to delay such progress:
o
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Letter from General Hodge to General Chistiakov —- May 9,1946
Letter from General Hodge to General Chistiakov —- June 15,1946
Reply from General Chigtiaknv to General Hodge --  August 6,1946
Replg from General Hodge to General Chistiakov —- August 12,1946
Mr, Bunece vigited north Korea and engaged in

exploratory conversations with a view to |

reconvening the Joint Commisgion —- September, 1946
Reply from General Chistiakov to General Hodge October 26,1946
Reply. from General Hodge to General Chistiakov November 1,1946
Reply from General Chistiakov to General Hodge November 26,1946
Reply from General Hodge to General Chigstiakov December 24,1946
Reply from General Chigstiakov to General Hodge -~ February 28,1947

B, Bouthern Korea,
l. Pnlitical progress and situation,

In the American zone U,S, military government under
& military governor, who 1s an officer on the Staff of the U, 8,
Commander, was established on September 9, 1945, at the beginning
Of the occupation, Thigs government is operated by U,S. military
and clivilian perconnel as well as Koreans, who have been given
a large number of responsible positions, Emphaslis 1s being
placed upon the treatment nf Koreans as a liberated people, and

measures are beilng adopted which provide for Korean participation

in constructive political, econnmic and cultural programs,

An interim legielative assembly for south Korea was

convened December 12, 1946, It is designed to provide tralning
in demoncratic political procedures and has the duty of formulat-
ing and;presénting to the U,8, Commander draft laws to be used
as the basis for political, economic and sncial reforms in the
American zone, The leglslative assembly is composed of 90
members, 45 of whom were elected and 45 appolnted by General
Hiodge, Of those elected 30 are rightists, 13 are independents
and 2 are leftists; of those appolnted, 41 are from various
professional and religious groups not affiliated with the
extreme rightists and 4 are rightists. The Chairman of the
Agssembly is Mr, Kim Kyu 8ik, an nutstanding leader »nf the
mnderates,

The meeting of the Interim Legislative Assembly on
January 20, 1947, ended in confusion with the passage by a vote
Of 44 to 1 nf an extreme rightist-backed resolution agalnst
tructeeship and against General Hodge's position on trusteeship

A
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ag expressed in published letters to.the Soviet Commander,

Thirty-four rightists and 10 independent members of the Assembly
supported the resolution, It is slgnificant, however, that this
vote was taken after the withdrawal or abstention of 45 members
who did not wigh to support the resolution but felt that they
could not, for political reaénns, vote against it, The Chairman,
Kim Kyu 8ik, was not present at the session, The representative
character of the Assembly is threatened by the rightists who
declare they will reorganize the legislature, expelling thoge
wno did aot vote agailnst trusteeship, However, encouragement

ls belng given to moderate elements by the U,S, authorities and
1t 1s hoped that these elements will become dominant in the
Asgsembly in the near future.

There 1s considersble unrest in south Korea because
of the Koreans' desire for immediate independence and their
growing.pessimicm regarding the prospects of U,S,-Soviet
agreement, This unrest 1s aggravated by the serious economic
sltuation, which cannot improve until considerable material
acslstance 1s received from the U,S, The right wing elements
are lncreasing their vocal opposition to trusteeship and are
threatening to instigate widespread civil disorder.

The Korean Communicsts are using terrorism and
other typical Communist tactics to weaken and confuse other
political elements, They asscert that the U.S. will some day
withdraw from south Korea and that Soviet-sponsored Communiem
wlll inevitably triumph in the entire nation, They threaten
that they will then mete out dire punishment to those who now
oppose Communist objectives, Complicating the confused
political pleture is the political inexperience of the Koreans
after forty years of Japanese domination, during which Korean
national life and self-expression were ruthlessly suppressed
and the Koreans were forced to adapt themselves to the Japanese

mold,

In splte of these developments, however, U,8,
friendlinecs toward Korea prior to the Japanese annexation, and

w { o
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extensive American missionary activity both before and durlng

the period of Japanese rule, have resulted in a backlog of good
will among Koreans generally toward the United States. Also,
many Koreans are intelligent enough to realize that much as they
yearn for freedom from forelgn supervision, withdrawal of the U,8,
would merely mean falling under a much more oppressive foreign
yoke, Therefore, the effect of hysterically emotional appeals
for immediate independence and driving out of the "imperialist
opprecsor" is potentially less in Korea than 1t would be 1in a

normal colonial area,

2. Economic Situation,

Korea, as an integral part of the Japanese Empire,
was set up to contribute to the Japanese war-making potential
and was not organized as a self-gustaining economic unit, With
the end of the war and the abolition of Japanese controls there
was a complete collapse of all manufacturing effort, Few Koreans
had the technical training to fill the vacancies created by re-
moval of Japanese, Factories built to produce war supplies were
not suited to a peacetime Korean economy, The limlted stock-
plles left by the Japs at the end of years of war were quilckly
used up,

The collapse of the domestie economy was, Of course,
accentuated by the breaking off of Korean econqmic and financial
relations with Japan the the yen bloe countries such as Manchuria
from which nearly 95% of Korean prewar importes came.

Recovery from these blows has been severely handi-
capped by the separation of the country into two zones, The
hydroelectric power, chemical and metal industries of north
Korea are a necessary complement of the agriculture and textlle
industry of south Korea, Until an economic agreement is reached
with the Soviets, south Korea will continue to be deprived of
essentlial coal, fertilizer and electric power produced in the
north,

Military government has furnished technical help,
some trained operators and made every effort locally to rebulld

i B 5
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south Korea's industry, but production in large industrial

plants 1s ourrently at less than 20% of capacity.

The population of gouth Korea has increased by
two million through repatriation of Koreans from other countries
and an influx of refugees from north Korea., This has porced a

difficult problem of employment and food supply.

Rice, the basic commodity of Korean economy, is in

short supply because of failure of the Japanese to provide ade-

quate fertilizer Auring the war yeare and lnabllity since the
surrender to secure fertilizer, either from the Soviet zone or
ae lmports, In addition the 1946 CIrop was serliously damaged by
floods caused by deforestation, During 1946, 650,000 metric

tons of food had to be impnrted to make up for thie and other
food crop deficits,

The rallway transportation system, which 1s
particularly necessary to the economy in view of the mountainous
terraln, was allowed to deteriorate by'the'Japanese. The removal
of Japanese technicians and operators left a void which military
government has found difficult to fill, New rolling stock and
urgent right-of-way maintenance were necessary to prevent a

complete breakdown of thigs basic means of transportation,

Bank of Chosen note circulation hags increased from

8,621,000,000 yen in December 1945 to 17,400,000,000 yen in

January 1947, Open market prices are rising charply, having

increased about 30% during December 1946, The excess of £OVeErn-

ment expenditures over revenue l1ls currently running about

700,000,000 won (yen) per month.

T

The south Korean economy, although in better shape

than that of north Korea, is in a critical position and substantial

asslstance will be necessary to make possible the development of

sound economic conditions which are essential to a healthy

political and social development,

9. OCultural and educational situation,




S ECRET

1s an Herculean one., First of all, there 18 widespread poverty,

Secondly, while accurate filgures are not available, the Korean

literacy rate 1s ectimated to be between 20% and 45%., Finally,

there are acute shortages of personnel, achool plant, and
teaching materials, Korean educators are attempting with the
aid of the U.S. to replace an educational system and plant which
have been since 1910 designed deliberately to serve Japanese
ends, With a coneiderable increase in school enrollment, since

the Japanese surrender, what was already an inadequate and

antiquated school plant 1s now taxed to the utmost, As of June

1946 about 1,650,000 children in the age group 6-18 were 1n

school although actual exlsting ashool capacity was limited

to 1,387,000, As a result, double shifts in attendance have

been necessary in many cases, and immediate compulgsory attend-

ance for all grades has been delayed, 1T g ectimated, until

1952. Literally thousands of new teachers in all subjects are

needed., In June 1946 1t was estimated that there were 26,500

teachers in south Korea, but this figure includes a great many

who were placed in teachling positions despite almoct complete
lack of qualifications or tralning, simply because teachers were

a0 badly needed, There is practically no science or laboratory

equipment, and only the mos? inadequate supply of instructional

and clacsgroom materials,

of Korean education, there is a crylng need for American technioal

skill and advice,

C. Northern Korea,

1. Political progress and current situation,

The "people's committees", organized i1n Korea in
the closing days of the war, and dominated in most instances

by leftists, were the bases upon which the Uu.s8.,8.R, forces

built their government in north Korea, In October 1945 after

some reorganizations, notably in P!yongyang, a series of elec-

tions was held up through the provincial level to legalize the
local people's committeesg, These elections were apparcently not
successful from the Soviet point of view as, beginning 1in
w L0 =
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February 1946, the committee at P'yongyang sponsored a purging
process involving expulesinn from local committees of persons
antagonigtic or neutral toward the U,8,8,R, This operation was
alded by Communigt-dominated "peace preservation corps" tn which
the Sovliets gave the arms and authority of the former Japanese-
contrelled police forces, As the local committees acquired

a satlsfactory political complexion the Soviet army commanders
Ogtenslbly turned over to the committees the governing authority

in local areas, and the appearance of local self-government was

achleved,

‘he centralization of control over the local
people's committees, and the rounding out of the governmental
framework in north Korea were also begun early in 1946, In
February, a "Congress" sald to represent political, trade union,
peasant, and other social and cultural groupe chose an "Interim
People's Committee" as the central governing body for north
Korea, Reported to contain only two non-Communists, the election
Of Thlis body was doubtless a confirmation, for the sake of

publicity and apparent legallity, of leaders previously approved

or selected by the Soviet authorities, According to its announced

program, the Interim People's Committee, now termed the "Provi-
sional People's Commiftee", has Jurlgcdiction over land reform,
industrial development, transportation, communications, business,
banking, justice, educatinn, labor, and public peace for the
Soviet-occupled zone,

In lNlovember 1946, election for members of the
people's committees up through the provincial level again were
held, The incumbent committeecs were the main nominating agencies;
& slate listing only one candidate for each position was presented,
and the voting in most instances was "open" with a separate box
for ballots cast against the official slate, BSuffrage was
extended to all nver 20 years nf age, except Koreans adjudged pro-
Japanese and thnsce without civil rights or with families abroad
or in south Korea, Russian sources reported that 4,208,551 votes
were cast, representing 96,9% nf the eligible voters, Ninety-
nine per cent of the 1800 offlcial candidates were elected,

s, e
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The Congress of Penple's Committees began 1ts 1947

sesslon on February 17, From reports thus far received, this
bndy appears to perform the functions of like agencies in the
U.8,8,R,, that of listening to reports of the laws enacted hy
the central or interim committee, hearing speeches supporting
the action of the government, and giving its unanimous endorse-
ment to the lawe and pelicies presented,

The Soviet military are withdrawing from the
administration of civilian affairs and there are indications
that the Soviet Military Government is being de-activated,

Control over the Korean-staffed governmental
framework in north Korea is achieved primarily by the paral-
leling series of Communigt Party organizations, often indis-
tinguishable from, and always a faction within, the governmental
committee hierarchy, Support for proposed or accompliched
governmental aotion is secured through a series of similarly

controlled organizations embracing cuch economic, social, and

cultural groupings as peasants, labor unions, women, youth,

and others, All are combined into a Democratic People!s
Coalition Front, With pressure exerted to force every person
into one of these orgenlizations, the dissident individual
volce 1s lest in that of the organlization which speaks for
nim, Organizations outside of the 2fflcial hierarchy are
dealt with by infiltration opr supprecslion, The Boviets are
reported to be recruiting, arming, and training a Korean
military force the strength of which ig varinously estimated
up to 500,000,

foday, despite the use of Koresns in administrative
poslitions, authority in north Korea continues to be in Russian
hands, and despite thz framework designed to eliminate contrary
Views, some opposition still exists. Ex-Democratic Party
memoers, some Christian and youth groups are known to have
reslsted Soviet-gsponsored measures, Other opposlition has been
directed against specific pnliclies of the gnvernment, such as
the trusteeship issue, the heavy taxes in kind, and the aotions

i
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of the Soviet troops, No widespread revolt 1s likely to occur,
however, beoguse of the general approval of such reforms as thoge
embodied in the land and labor laws, because of the authoritarlan
nature of the government, the strlictness of 1ts pollce measures,
and, finally, because of the presence of Soviet troops in north

Korea,

2. Economlc altuation;

The major portion of Korea's natural resrurces --
hydroelectric power, minerals and coal -- are found in north
Korea accompanied by the corresponding heavy industiries,
Initially the Soviet army dlscharged Japanese techniclans,
but after an unsuccessful attempt to carry on with the help
of Koreans alone, the Japs were brought back to work,

The economic outlook in the Russlian zone appears
more unfavorable now than in the American zone, Agricultural
production during 1946 in north Korea was probably relatively
better than in south Korea, due tn greater avallablility of
commercial fertilizers and to less flond damage, However,
agricultural prospects for 1947 for south Korea are at least
ag favorable as for north Korea, where Soviet grain collectlion
policies have tended, it is believed, to dlscourage production,
However, the over-all food situation ocurrently appears to be
much better in_the southern half of the peninsula becauge I
more equitable distributinn nf available foondstuffs, greater
cereal imports from abroad, and the contrasting policlee of the
two occupation armies, with the Red Army largely living off the
land and, asoccording to numernus reports, even exporting grains,

Industry and mining in the north appear to be
operating at not more than 10-15 per cent of over-all capacily,
and production nf hydroelectric power has fallen off consider-
ably as a result of inadequate maintenance and repalr,

The cordition of the ralilroade 1s even more
serious in north Korea than in south Korea, There has been
little attempt to repair ~r replace worn-nut rail equipment
and only the most casual attempts at maintenance, The recall

o LN
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of Jap technicians to the railroad shops has been necessary to

prevent complete stoppage.

III, IMPORTANCE OF KOREA TO THE U.S,
A, BStrategie.

The U,8, has 1little strategic interest in maintaining
troops or bases in Korea, In the event of hostilities in tﬁe
Far East present forces in Korea would be a military liability
to the U,8, They conuld not be maintained there without substant-
lal reinforcement prior to the initiation of hostilities, a move
which would have no military advantage, since any offensive
operations which the U,S8, might wish to conduct on the conti-
nent of Asia would in all probability bypass the Korean
peninsula, However, should an enemy be able to establish and

maintain strong air bases in the peninsula, he would be able

to interfere with U,S8, communications and operations in East
China, Manchuria, the Yellow Sea, Sea nf Japan and adjacent
1slands, In the event of hostilities, this would necessitate
the diverslion of air strength which could otherwise be employed
in a strateglic offensive, to the strateglcally defensive
operations of neutralizing such enemy bases, This would, however,
be more efficient and less costly than large scale ground opera-
tiones,

The above brief strategic analysis of fhe situation
in Korea has a direct bearing on the problems congidered in
thls report, The U,S8, has at present only a negative military
interest in maintaining troops in Korea, but control of all
of Korea by Soviet or Soviet-dominated forces, while not
lmmediately serious, would constitute a strategic threat to

- U,8, interests in the Far East, It would, therefore, appear

that from the strategic pnint of view it is in the best interests
to the U,8, tn endeavor to ensure the permanent military neu-
tralization of Korea,

An additional and impnrtant politico-military considera~

tion, affecting our strategic interest, is the effect which the

spread of Communist influence in Korea would have on neighboring
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areas, The present pogition of the Soviets in north Korea,

taken in conjunction with their occupation of the Liaotung
Peninsula, enables them to place enormous political pressure

on Manchuria and, thus, on China, Similarly the political effect
0f unhampered Communist control over all Korea would have

serious political and military implications in Japan, The
Japanese, like all Orientals, watch closely the slgns of ghift-
'1ng policy., There might result a growing unrest among the
Japanese people because of their uncertainty regarding ruture
U.S. polliecy in the Far East, and their fears of expanding

~ Soviet influence, This, particularly in connection with the

return from Siberia of Communist-indoctrinated Japanese prisoners,

might result in a sharp inerease in our manpower requirements

in Japan,

B, Political

1., The United States has long been interecsted in the
progresslve development toward independence of dependent and
suppressed peoples in the Far East, Thies basic policy motivated
our grant of independence to the Phillippines in 1946, ocur ini-
tiative at the San Francisco Conference in 1945 in obtaining
agreement for inclusion of a chapter on international trustee-
ship in the Charter of the United Nations, and our acceptance
of a commitment to ensure a free and independent Korea, This
policy has lncreaced the confidence of dependent peoples 1in the
United States and enhanced our position in the Pacific., A
fallure fully to live up to our Korean responsibilities would
result in immedlate damage to our positioh in dependent areas
and those regions immediately subject to Soviet pressure, a
development which would seriously affect our interecste through-

out the world,

2. Korea is strategically located in northeast Asia
close to both China and Japan, where we have extremely important
political interests, and ie adjacent to Soviet territory and
vulnerable to Soviet influence, As pointed out in the preceding
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section, developments in Korea have an important bearing on our
political interest in these neighboring areas, A Soviet dominated
Korea would congtitute an extremely serious political and military
threat to Manchuria, north China and Japan, The grave political
dangers to the United States of such a development need no

elaboration in view of the recognized importance of our intereste

in those areas,

o, Korea at the present time is the only place in
the world where the U,8, and the U,S8.8.R, stand face to face

alone, It 1s a testing ground for the effectiveness of the

American concept of democracy as compared to Soviet ldeology.

If sufficlent support ig not forthecoming to give our democracy
a falr trial in Korea, other peoples and countries throughout
the world will instinotively question both the effectiveness

and virllity of the United States and its form of government,

4, Korea's principal political importance to the
U,8, 1is, perhaps, the effect of developments there on the
whole ocourse of Soviet-U,8, relations, It is important that
there be no gaps or weakening in our policy of firmness in
containing the U,8,8,R, because weaknecs in one area is in-
variably interpreted by the Soviets as indicative of an over-
all softening, A backing down or running away from the U.S.S.R.
in Korea could very easily result in a stlffening of the Soviet
attitude on Germany or some other area of much greater intrinsic
lmportance to us. On the other hand, a firm "holding of the

line" 1in Korea can materially strengthen our position in our

other dealings with the U.S.8.R.

C. Econonic

While Korea has no important economic slgnificance to
the U.B8., as an independent country with a revived and unified
économy there may be a small market for U,S. exports, especially
raw cotton and miscellaneous manufactured goods. The U.S. may

purchase a few things from Korea such as graphite, fish products,
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handicraft wares, but nothing of any strategic importance., A
stablllized Korea may also provide a field for the investment of

a limited amount of U.S. capital. From a negative standpoint
certaln Korean resources, such as the hydroelectric power, and
her heavy metals and chemical industries, are of such importance
that the U.S. must be concerned i1f they remain under the control
of an agresslve and expanding power. From the same standpoint
the possession of her rall system, which connects the complement-
ary industrial establishmente of Korea, Manchuria, the Soviet Far
Fast and Jﬁpan, and the control of any of these areas by an un-

friendly power, would contain dangerous implications,

IV, POSSIBLE COURSES OF ACTION
A. Without Agreement with U.S.S8.R.

1. Continutation of present policies and programs.
The present U.S8. program in south Korea (which
provides for the use of Koreans in political, administrative and

technlical positions under military government supervision, and

for limited imports of food and other essentials to prevent

disease and unrest) was based on the assumption that the provisions
of the Moscow Decision would soon be carried out. Consequently
thls program wae intended to be only an interim one. The success~
ful operation of even this limited program has Leen hampered by

insufficient funds and lack of Korean cooperation. Consequently,

present conditione in Korea are deteriorating rather than lmprov-

ing, Jlf this trend continuesg, 1t 1is apparent that ocur posltion

in Kareca will soon weaken to a point where 1t may become untenable.

The Korean people are dally growing more antagonistic in their

attitude toward military government, toward U.S, obJjectives in
Korea, and even toward the U.B8. itself. These antagonisms have
already caused riots and disorders involving loss of life, There
ls every reason to expect an increase in the use of tactical
troops to suppress disorders with all the attendant complications
in world public“opinion, It 1s therefore obviously extremely un-
wilse to rely solely on present ineffective programs.
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<. Recognition of Independent Government in South

Soth in the U.S. and in Korea there is some
pressure, lnsplred principally by the Syngman Rhee group, for
the recognition by the U.8. of the independence of south Korea.
Many Koreans, anxious for independence, anger:zd by the proposed

trusteeshlip, and thoroughly discouraged by the fallure of the

U.S. and the Soviets to get started even at that, are clamoring

for independence. Superficially this might appear to be a gtep
which would enable the U.S. to shed some, at least, of the
oburdens which are proving so onerous. However, 1t 1s question-
able 1f this single act will solve any of the present problems,
elther of the U.S. or the Koreans. It seems certaln, on the
other hand, that whether or not accompanied by withdrawal of U.S.

forces, to grant immediate independence to south Korea would

create new difficulties,

Recognitlon of her political independence will
not solve the economic problem of southern Korea. Only unifica-
tion, and a program of outside ald in rehabilitation can do that.
The U.8., the only practicable source for such ald, will be more
likely to make grants to a people for which it has direct responsi-
Pility than to an independent country, No loaning agency oould

conslder south Korea an acceptable risk.

From the standpoint of the U.S8., of course,
an independent south Korea might provide an excuse for ending
our financisl asscistance, but 1t would mean starvation and
coonomic echaoec in south Korea, a development for which the U,S.
could not, in good conscience, allow itself to be responsible.
Moreover, it would represent a direct breach of our commitments,
poth to our allies and to the Koreans, to establish a united and
truly independent Korea, These commitments are lmportant as a
pledge to a liberated people whose treatment by the great powers

ls watched with concern by all small powers and dependent peoples
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throughout the world, Thie fulfillment is important as evidence

that U.S. foreign policy is based upon fundamental principles
which will not be abandoned. And agaln, regardless of whether

we withdraw our forces or not, our recognition of the inde-
pendence of gouthern Korea would lnevitably be the gignal for a
concerted effort to bring all of Korea under the political control
of groups more interested in cooperating with the U,S.8.R. than

in promoting the welfare of Korea. Our abllity to counter such

a Campalgn, not an easy thing to 4o under the best of circum-

stances, would be greatly hampered in an independent south Korea.

Of course, 1f our recognition were accompanied
by a withdrawal of U.8. forces, 1t would be obvious to the world
that the U.S. had suffered a complete pollitical defeat in a test
o strength with the Soviet Union in the only area where we and
the Soviets stand face to face alone. It is improbable that the
UsS. could unilaterally establish safeguards which would asgsure
that an independent eouthern Xorea would not fall under Soviet
domination, The effect on world power relations, however, would
almost certainly far trangcend the mere transfer of southern
Korea from the U.S., to Soviet control. The loss of UeS. prestige
and influence, and the consequent increase in Soviet influence
and power, would have prejudicial repercussions not only on U.S.

interests in the Far East but on the entire U.S. world posltion,

I, on the other hand, we should make our
recognition conditional on permiseion for our troops to remain,
we could hardly hope to avoid reaping the antagonlisem and 1ll-will
which seem the inevitable lot of forelgn troope quartered in a
proud and independent nation. Not enly the Koreans, but many
other nations would condemn the U.S, ¥urthermore, it is difficult
to see how the presence of U.S, troops could effectively offset
any o' the disadvantages described ab<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>