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SECTION 1 {SOVIET)

1. USSR. Electricity shortage reported .in Central Volge reglon: A 24 August

3.

Red Star article states that the central industrial region comprising seven
cblasts, ten percent of the Soviet population, and & Mconsiderable" pPropor-
tion of heavy industry is short of electricity, This shortage, said to be
delaying the industrial development of the Volga area as well as of the en-
tire central industrisl region, will theoretically end upon completion of

the new Volga hydro-electric stations. (S Moscow Weeka, MA-1216, 31 Aug 51)

‘Comments: WShortage" of electricity may possibly be serving a dual
purpose in that it excuses lagging industrisl production, while at the same

time acting to stimulate speedy completion of the postwar Volga hydroelectric
progranm, : .

EASTERN FUROFE, GENERAL, Satellites reportedly preparing to shift lsbor to
high priority industries: 4 recent report from .Germany points to a compre-
hensive program of labor resettlement in the Satellits states aimed at rals-
ing the productivity of heavy industry, The whole program is aimed at build-
ing an economy under the centralized direction of Soviet economic experts
that will counter-balance that of Western Europe, Soviet recruiting teams
are reportedly visiting Satellite industrial installations on a survey of
technicians in order to allocate them to high priority industriea, includ-
ing shipbuilding, mining and heavy automotive manufacture. The program in
East Germany contemplates the eventual transfer of about 150,000 workers to
Poland; Czechoslovakia and Hungery, (U New York Times, 2 Sep 51)

Comments The transfer of skilled technicians betwsen countries of the
Soviet Orbit to high priority jobs has besn svident for some time, The

movement of industriel lebor; however, is a possible new development in the
Satellites,

No evidence 1s available to confirm tha-cdntemplated transfer of 150,000
Germans to neighboring Satellites, This development would reverse a trend

. of expelling Germans from the Satellites since the end of the war, While

there is some unemployment in East Germany at present, the East German Five
Year Flan requirements meke the transfer of this number of Germen workers

unlikely,

_ CZECHOSLOVAKIA. Worldwide publicity onm Oatls cass disturbs Communists:
The US Embassy Prague reports that the worldwide interest in the Oatis case
mey be disturbing the Czechoslovak Communists as is evidenced by the resump-
tion of publicity regarding Oatis for the first time since thé trial ended
on 4 July, Czschoslovak propaganda 1s seeking to belittle Western efforts
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to free Oatia.ﬁnd.goes'considerably ﬁeyohd fhe‘indictment In deseribin
. _ hi
alleged crime and guilt, (C Prague 165, 31 Aug 51) 8 e

Comment: The theme of current Czachoslbvak propagenda regardin the
Qatie cese 1s t_ha contrast betwéen legitimate and even criticaf reposting
of Czechos;ovak evente and esplonsage which Oatis was allegedly engaged in,
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SECTION 2 (EASTERN)

1. IRaN, er
to its officiel
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r Iraplag oil: Iran, according
g a bid from Poland and Gzecho-

slovakia for the purchase of 700,000 and 500,000 tons of o0il respectively..
It was also stated that companies in the US, Italy and Sweden had offered

to supply tenkers.
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| .

| Poland owns four tankers with & combined tonnage of 22,044 and char-
| ters three totaling 17,378 tons. The Czechs have no ocean-going tankers
| under their contrel. Using its entire tenker facilities, Poland could

| move the 1,200,000 tons of oil under consideration in approximately three
|

|

1

!

|

|

yeara., There is no indication that any sizesble number of tankers will
be available for charter anywhere in the free world.

2. ' 25X1

, Comment: Similar information was furnished in mid-July [ ] 25X1C
25X1C [ ] In view ofthe

: build-up of the war threat; reports that the Moslem League supports Indian

. Communists can no longer be categorically rejected.

.3 ESKISTAN. Chinese anbassador arrdveg: The first Chinese Ambassador to
- Pakistan, Han Nien~-Lung, arrived in Karachi on 2 September. Pakistan's

- first ambassador to China plans to leave for Peiping about 22 September.

(R FBID, London, 2 Sep 51) :

g onmun

4o BUBMA. Increasine Communigt military capabilities reported: The US
Embassy in Rangoon reports that insurgents have recently become more
active in the vital Irrawaddy Delta, while maintaining a high level of
activity farther north. The embassy has noted increasing evidence of
Communist ability to concentrate larger forces then heretofore for op-
erations in strategic areas, (C Rangoon 248, 1 Sep 51)
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5.

»A00LL_Troported amone local Chinese: - A
Rangoon informed the US Embassy that
unity is giving way to aenti-Communi sm,

ommunist student and teacher orgeniza-
tione which were primarily respongsible for 4

enouncing recent Communist dige
paragement of traditional Chinese concepts, |;chlaimed to be par~ 2

ticularly encouraged by the enthusissm of the studenta
ganized a new non-Communist 8chool end have launched a o
. other atudents attending pro-Communisat
trend, the embassy reports that there have been s
past few days of
bers of the embassy,

ively with the Communists, (C Rangoon 248, 1 Sep 51)

: ki Growing antegonism emong the Chinese in Burma toward the
Communists has been noted for some tims, Anti-Communi am among the overaesy

Chinese, however, is gtill handicapped by the sbsence of organization and: g
popular leader or cause to rally about,

RIVTE, 1ns 2urga 1o Ching e Dlnues
Embassy in Rangoon, recently returned from Nemkham _ i
border, reports that the ares is relatively peaceful but that smggling
continues on a "considerable scale" over the Burma Road, This smuggling,
&veraging 20 truck loeds of contrabands a day, 18 largely under the con-
“trol of the Burmese 4rmy, which collects over 400 dollars for each truck,

__14in Rangoon from Kunming also
reported that during a 10 day visit in Wenting on the China side of the

border he observed truck convoys, loaded with tires and petroleun; leaving

for Kuuming every few nights, He further confirmed the complete absence
of Burmese wllitary authority in the village of Kyukok, which is directly
across the border from Wanting, and claimed that it was controlled by
Chinese Communist agents. (C Rangoon 248, 1 Sep 51) o

3 The smuggling of tires and petroleum products over the
Burma Road into China has been reported by & number of Sources. Although
the Burmege Government ig aware of this problem, it is both unwilling

and unable to take effective action to Suppress smuggling, especially in
the absence of strong outside Pressure,

l7o m

4¥4. ! Dato Onn; dean of
Malay politicians, opened the annual Malayan Trade Union Council confer=

ence with a apeech stating that self-government will be attained "before
many years." He urged that the trade ynions stick to their proper activ-
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ities, allowing their political interests to be represented by a "national
organization.,” This is apparently a reference to Dato Onn's recently~-con~
ceived "Independence of Malaya Party," the non-communal rival of the United
Malay National Organization (UMNO) whose presidency Dato Onn recently re-
linquished. The UMNO, lacking Onn's leadership, has elready retrogressed
toward a nerrowly racist, Malaya-for-the-Maleys policy. Dato Onn predicts
that UMNO will intrigue with the Sultans but that he will get the support
of the villages. (C Kuala Lumpur 41, 31 Aug 51)

INDOCHINJ. Viet Minh srmy morsle reported declining: Viet Mink forces sre
reported by French G-2 in Saigon to be undergoing increasing hardship from

- lack of food and medicine, Thirty to sixty percent of the troops in large
units are unable to fight due to sickness, The result has been & decline
in troop morale, increased desertion, and failure to £i11 recruitment quotas,
Because of the condition of Viet Minh troops and the prevailing flood condi-

tions in the Tonkin delta, no major action is expected before October. (S
USARMA Saigon, MC 227, 2 Sep 51) .

‘ - Comment: Cuinulative evidence from several sources has strongly indi-
cated that the Viet Minh 1s increasingly hard-pressed to meet the material
needa of the population within its zone, and that civilian morgle has con-
sequently declined. This is the first report, however; that Viet Minh armed
forceas are suffering a gimilar lowering of morsle.

onomi ;c holog

: BLC end psychological deterdoration in Viet Minh zonet The
Viet Minh-held rice-producing region of Thanh Hoa in northern Annan is suf-
fering from near famine conditions as a regult of bad weather and Viet Minh
requisitioning,[

|_f:].Malaria- 18 endemlc and there Is a total lack of quinine and other . 25X1C
)

rma of medicine, Textiles are unobtainable. According to an eyewitness,

‘there has been a noticeable decline in the morale of the civilian popula-

tion in the last few months, [ | 25X1A

Comment: This information is several months 0ld; but there is ample
evidence that the trends described gbove continue to afflict the Viet Minh,

ench Walgh disposition of Chinese internees: The chief of
the Far East division of the French Forelgn Office told US Ambassador
Bruce in Paris that the French Government is considering the poasibility of
repatriating, through the agency of some international organization such as
the Red Cross, the 30,000 Chinese Nationalist troops interned in Indochina,
The official indicated that some decision on this question might be taken.
"before long." (S Paris 1368, 31 Aug 51) '
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Commentt Although cbnatantly pressed by Chinese Nationalist officials
to repatriate these troops; the French euthorities heve postponed making
any decision for more than a yesr and a half.

) -anch Sur p 1 g_ect agalng ) a1 an® 8
pnamepe: The hand of the French Surete was evident in the invalidation of
the passport of Tran Van An, semi-¢fficiel Vietnamese press representative
to the San Francisco conference. Although known to be on very poor terms
with General De Lattre and regarded by the French as suspiciously pro-Us,
Tran Van An had been personally invited to attend the conference by Premier
Huu., The US Charge comments that this episode, following closely upon other
casea of French intolerance of even the "loyal o osition,” will have con-
. giderable repercussions, (S Saigon 551; 1 Sep 51 '

- Chinese send ald and sdylsers, bul pot troopas Chinese Com-
munist material aid to the Viet Minh is increasing; according to French G-2.
The number of Chinese advisers in North Vietnam reportedly is unchanged, .
but new "propaganda units" are arriving. Reporis received by French G=2
from agents in the srea of Langson, the traditional "China Gate," indicates
no evidence of Chinese troops on the Indochina side of the frontier. This
ig verified by French Air Force reports. (S Saigon OARMA MC 227-51, 2 Sep
51; S Saigon Weeka 35, 1 Sep 51) '

e February 1951,
SOBSI, Communist-controlled Indonesian labor federation, was recéiving a
monthly subsidy of about 15,000 dollars from Chinese Commnists for use in
instigating strikes. Chinese Communists were spending approximately the
same amount for propaganda purposes, including individual subsidies ranging
from 300 to 1,500 dollars to leftist newspapers in Indonesia.

Indonesian police have been unable to apprehend 242 Chiness Communista
who secretly entered Sumatra and southwestern Borneo in late 1950. Early
in February; three of these Chinese were arrested in Pontianak but escaped

three days later. [ 25X1A

Comment: Both infiltration of Chinese Communist agentis and Chinesge
financial support of Indonesian and Chinese Communist activity in Indonesia
are frequently reported and undoubtedly exist. The full extent of such
~activity, however, is imposeible to asaess, '
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address on 30 August Prime Minister Sukiman offered Celebea guerrillas five
.days to surrender, at the end of which time he said the government will take
punitive action. | _ troops are being 5y
dram from South Sumatra, Java and parts of East Indonesia in readiness for.

a. government offensive.

The US Army Attache commente that the guerrillas, now numbering 4,000,
could swell to 8,000 or 10,000, and that the affair could become equel in
‘significance to the Makassar "rebellion" of 1950. Rumors persist that the
Chinese Communists mey have hed a hand in fomenting the trouble. C DJjeksarta
357, 1 Sep 51; S USARMA Djakarta L 136, 1 Sep 51)

Commeptt On 17 August, Kahar Muzskar ordered his 4,000 guerrillas back
into the Jungle in the South Gelebes and by so doing cencelled thelr expected .
incorporation into the Republican Army. The Makassar "rebellion" of August
1950 occurred when a guerrilla attack on democbilized troopa resulted in the
involvement of government forces. Five days of heavy fighting followed,
with some 900 casuelties reported.:

: Observing that the senatorial candidates chosen by the op-
position party (Nationelista) are much more impressive than those put up
by the Liberal Party, the US Embassy in Manila comments that if ¥oting were
on the basis of quality and if (as is "unlikely") the November elections
were to be free and honest, the Nationalistes would probably win a substantial
majority. (C Manila 867, 31 4ug 51) .

Gomment: Nine out of 24 senate seats will be'contested in November,
The Nationalistas .oppose Philippine acceptance of the Japanese peace treaty
and accuse the administration of subservience to the US,

Although there has been considersble public demand that the fraud and
coercion which accompanied the 1949 elections not be repeated, the adminie-
tration has not seen fit to dismiss numercus speciel and temporary police

. who have been used to influence past slections, - 25X1C

(a) the formation of a "Kachin National Congress (China)" 1n'Iunnan
Provinee in November 1950; .

{b) Chinese Communist orders to the Kachin‘National Congress to use

TOP SECRET
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in Kachin schools, Commumnlst texts rather than books imported from
Eurma' and :

(c) instructions to the head of the Congress to recruit and train
Eachins for use as a “vanguard" in the event of an invasion of Burma,

Comment: The Kachins in Communist China are doubtless under the same
firm control of Pelping as are other ethnic minorities, but the precise
form of the minority front organization has not been established; Peiping
could be expected to devise an organization and program designed to appeal
to Kachins in Burma as well. The uss of Communlst textbooks In Kachin
schools is to be expected. | |recruitment-
of Kachins in Communist China to swell the renks of Naw Seng, the renegade
Burmese Kachin, who has been receiving support and indoctrination from the
Chinese Communists for more than a year,

South Ching Sess Two submari,nes were aighted
on 29 August south of Macao off the South China soast | | Eggﬂ
| | The submarines, on a southerly course, submerged as the
plsne passed overhead. After interrogation of flight crew members, [
assesses the report of sighting as probably true. (s Astelusna
SIngapore, 31107Z, 21 Aug 51).

Gomment: No US submarines were in the area on this date. Since no
other Weatern submarines are bellisved to have been in these waters at
the time, this appears to be the firat reliable sighting of a Communist
submerine in South China waters. Previous reported sightings of submarines
in these waters have been assessed as poesibly true. Numerous unconfirmed
reports have stated that Russisn submarines are amuggling agents and arme
into Southeast Asian countries and the Philippines. .

reported in East Gentral Chinas

~ |report the existence of radar-controlled antl-

ng and Shanghai. (S Alusna Taipel, Weeka 35,
31 Aug 51) '

Compments Radar-controlled anti-aireraft guns have been ldentified in
Manchuria and North China for some time. Their installation in East Central
China 18 new information. . : .

_ﬁ .as of 21 August, Soviet"fbrces in the Port
Arthur Naval Base Area (PANBA) were as follows:

TOP SECHET
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(a) Army -- thres infantry divisions, two armored divisions, one
artillery regiment, one anti-aircraft brigade, end one paratroop brigadg;
. ' - 25X1A
(b) Air == 350 naval and airforce aireraft; and

(c] Navy -- araqua&rdn)of 10 destroyers of a German type, [:::::]
1 Sep 51 ) ' :

gopment: |
The Dpily Digesf of 13 August reported the unéonfirmed
agsertion hat Soviet ground forces in the Port
Arthur area were belng Increased to a total of sbout 100,000 men; the
present report, also unconfirmed, indicates a ground force strength mors
nesrly in accord with the figure (61,000) accepted by US Arny G=2,

The figure of 350 aircraft is also unconfirmed but also credible, and
may even be low, There is Soviet navel activity of various kinds in the
. PANBA, but the presence of a destroyer squadron (at least six DDs) cannot
bs confirmed, : : .

Zcorxuption” and "bureaucracy® in Mapchurias
Mukden radio states that the Northeast Buresu of the Chinese Communist
Party met with 2,000 of its top cadres on 31 August to discuss "bad prac=-
tices and bureaucracy" in various unspecified Maenchurien organizations.
Kaeo Kang, the leading Party end governmental functionary in the Northeast,"
18 reported to have "severely criticized corruption and buresueratic methods
in management.™ Kao is further quoted as ociting this "trend"™ as evidence
that the Party has been affected by "reactionary capitalism," (R FBID
Flimay, 1 Sep 51) L ' o . S :

Somments Keo's remarks clearly point to a more serious problem than
the moral failings of the cadres, but this brief release suggests only the
nature and not the magnitude of the problem. If it is true that corruption
and incompetence are widespread among the managerial personnel of state
enterprises in. Manchuria -- the area longest and most firmly under Communist
control -~ it is reasonabls to assume that this problem is much greater
throughout China than the Communists have admitted.

apan: A

. G &

%80 _tRapke olalin moderately for "great, help® against Japa
telegrem.dated 2 September  from Mao Tas-tung Stslin conveys "profound
thanks™ for the USSR's #great help" during the war against Japen. Mao
states that thia help, as well as the Sino-Soviet alliance, has provided
"boundless inspiration® to the Chinese people, In reply, S:alin thanks
Mao for his "high evaluation® of the Soviat role, and concedes that China
"Played an important part" in defeating Japan, (R FBID Flimsy, 3 Sep 51)
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Comments It is worth noting that Mao's "high evaluation" of the Soviet
role is confined to appreciation for "help® and "inspiration," end does not
credit the USSR with the leading or even a major part in the fight, Peiping
apparently feels, with truth, that the Chinega contribution -- both National-
{8t and Communist == wag conglderably greater than the Soviet, Neverthaless,
thls exchange of messages, on the occasion of Sino-Soviet observance of
V=J Day, draws attention to the unity of Sino-Soviet purpose as expresased
in the Sino-Soviet treaty of February 1950 -- namely, that of preventing the
resurgence of Japanese aggressicn, :

KOREA. Rhea ¢lgima RO an pusier additiongl 250,000: In a 2 September spsach
broadcast over Radio Pusan, President Rhee stated that South Korea can _
mater 250,000 new troops but that "arms and training are needed" for them. _
He cautioned against a new Communist offensive or a limited offensive in '
‘connectlion with Communist arguments at the San Francisco conference, His
statement closed on the note that the soonsr the ROK strengthens its forces -
with additional troops, the earlier democratic nations will be able to

attain their ultimate aims. (R FBID Ticker, 3 Sep 51) ‘

Comment z Following closs on a recent interview in which the ROK
Minister of Defense stated that.-ths ROK Army will be a "first class fight=
ing machine " Rhee!s speach glves the appearsnce of another campalgn for
US arms to equip a large army, The motivation of the campelgn ' is not clear
but may stem from Rhesfs apprshension that the UN is going to pull its
troops out of Korea, ‘

25X6
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SECTION 3 (WESTERN)

l. ‘OENERAL. Smaller NATO countries may check power of military: US NATO

eputy Spoiiord warns that 1t wo be a mistake Lo underestimate the
resentment caused by the three-power Standing Group's refusal to present
a report or to be represented at the Ottawa meeting.of NATO Finance and’
Forelgn Ministers, He expects that some of the minor NATO countries will

now press strongly for greater control over the deliberations of the Standing
Group, (S London, Depto 298, 30 Aug 51) -

Comment: The Standing Group argues that the Ottawa meeting is primarily
non-mITitary,” Several NATO hations, however,; claim that a military progress
report 1s needed, and that a Standing Croup representative should be present
to answer questions. The NATO governments not represented on the Stending

- Group are jealous of the power they have delegated, and, unless the Standing

Group takes steps to keep them better informed of its deliberations, they
will undoubtedly demand a share in decisions now made by the tripartite body.

GERMANY. New Soviet move tightens econcmic noose in Berlin: On 31 August
oviet and East German authorities furtner ghtened the economic sQueeze ‘
on West Berlin by imposing a toll on all West German traffic between Berlin .
and Western Germany. Exempting Allied and East German traffie, they lévied
the tax—for "maintenance of the road"—on each one-way trip made by both

. cars and trucks., West German truckers reacted sharply by blocking the highway

at the Helmstedt border point, in an attempt to prevent compliance and force
action by West German authorities to alleviate the situation,

Local US officials see no chance for immediate relief to the shippers,
vho carry most of West Berlin's imports of perishable foods, The thirteen
freight trains now running daily to Berlin are the limit permitted the Allies
and -are already fully utilized, although some unused capacity 1s available

on the Elbe waterway. These officials estimate that the new tax, if absorbed
by shippers and consignees, would increase shipping costs at least 20 percent,
constitute a "palpable increase® in the cost of food and other imports, and
measurably affect the competitive position of West Berlinfts industry.

The Allied cbmmandants.in Berlin met on 3 Septémber ﬁith West Berlin
offielals to discuss possible countermeasures, including the taxing of all,

East German barges passing through West Borlin locks, an effective measure
in the past. (C Berlin 339, 1 Sep 51) '

Comment: This latest Soviet move, apparently under consideration ,
since at least last June; represents another in a geries of measures designed
to harass West Berlin, end a possible further step to force resumption of
interzonal German trade, The step, which will greatly increase the general
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uncertainty and alarm in Berlin, ma&y also be intended %o give the USSR" &n _
additional bargaining point should Four power talks on the trade impasse 25X5

I
]
I
! be resumed.
I
|

25X6

L.  AUSTRIA. USSR pro oses smended alr-corridor route to Vienna: Soviet

) Zuthorities are vigorousiy press:.'ng for quadrip'arEiEe approval of a USSR~

initiated propos pect British alr traffic flying over the Soviet
r=wide corridor to & more cir-

zone to Viemna fr
ssicner argues

om the present 20-kllomete
The Soviet deputy commi

cultous route to the northtest. ( _
ostensibly that the present route crosses the flight paths .of Soviet oc-=
cupation troops, and endangers flights of both powers. : '
| “~TOP ‘SECRET
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British and US officlals, however, believe that the Russians are much
more concerned  that the corridor permits observation of Soviet military
airfields at Zadvoéslau and Wiener Neustadt and of Soviet-Hungarian
maneuver and tralning areas. In bilateral negotiations the British are
makl '

Legation 1s examining
be won from a gtrong bargaining positio

- Comnent s aviet airfield at Wiener Neustadt ig subject, | | 25X1
[:;;;;_____lnbh_lhﬂ_sonf As of 15 August, recomnaissance indicated Tha at _
v eight jel squadrons may be stationed at this fielq, Any safety .

5.

.6.

considerations in the Soviet move seem to be ruled éut by the fact that the
‘eorridor now objected to has been in use since 1946,

: Monetaairz'z delegation will press for further US aid: A delegation
of Austrian oillelals at Washington méﬁti‘ .

rent economic problems, Finance Minister Margaretha has ihformed the TS
Legation he will téll the US Government that a cut in ECA allotmentslbelow
L5 million dollars would be *tragic,n '

Margaretha wWill try to convince US officials that an additional release
of counterpart funds for 1951 15 essential, that present exchange rates must
be maintained 1f further price advances in imported raw materials and food
items are to be avolded, and that Austria should be granteq additional

- latitude in exports to Czechoslovakia and Poland in return for their rela-
tively cheaper coal. As an example of Austrials efforts to achisve economic
stability, the minister will cite current measures to hold the line on meat

- prieces, sven though such anti-inflationary controls have resulted in serioug
shortages of meat. (C Vienna 841, 30 Aug 51)

Comment: Rising costs of essential raw materials, deterioration of
trade with Western Germany subsequent to Germany's own belance~of-psyments
difficulties, a continuation of controlled inflation under the system of
perlodic wage-price increases, and vulnerability to economic pressures
exerted by Poland ang Czechoslovakia have all contributed to the current
econamic difficulties in which Austria finds itself and to fears that the
situation may become acute this fall, While retention of price controis
for meat is no doubt politically essentlal and has avoided importation of
expensive animal feeds, imports of animal products have in consequence
further burdened Austriaig limited supply of foreign exchange,

ITALY, CommunistS'claimllarge delegation at Berlin Youth Festival,
EerIinguer, Teader of Tho Ttalian Commmnist HeIEgaEIon to The Berlin
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Festival, stated that about 1,500 Ttalian delegates attended the festival,
according to the Communist Unita. Berlinguert!s passport was conflscated

by the authorities at the ITallan frontier upon his return, The press reports
that his speeches at Berlin were "harmful to the good name of Italy abroad."
(S Rome Joint-Weeka 35, 31 Aug 51, R Rome 966 29 Aug 51)

Comment Berlinguer's statement may be greatly exaggerated, On-
1 July T95T the Italian Qovernment suspended the issuance of passports to
individuals wishing to visit iron curtain countries, and ordered the pro-
vineial prefects to refer requests for the same to Rome., However, groups of
Italian Communists have been able to circumvent this ban,presumably by
securing necessary travel documents from secondary-level government officials
who are elther inefficient or corrupt. 25X6
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S/8 CABLE SUPPLEMENT

TO THE. DAILY DIGEST

‘N'ot‘for dissemination outside O/CI and O/NE,

Office of Current Intelligence

CENTRAL INTELLIGENCE AGENCY

This summary of significant reports has been prepared primarily -

for the internal use of the Office of Current Intelligence. It does
not represent a complete coverage of all current reports in CIA
or in the Office of Current Intelligence, Comments represent the
Immediate views of the Office of Current Intelligence.
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SECTION 2 (EASTERN)

IRAQ., More delays over Irag Petroleum Com agroement_foréseens The Iragl
Prime Minister has proposed that the negotiators begin drafting the final
text of the oll agreemsnt, which will then be submitted to Parliament for
consideration, Both the British Charge and IPC officials foresee that the .
drafting of the agreement will produce long tough wrangles and probably new
Iraql demands, ' (C, S/S Baghdad 188, 2 Sep 51). - : :

G_onm%s The Prime Minister is reluctant to come to a final agreement
with the oll company because he fears the reaction of the Iragql oppoaition
parties. Prime Minister Nurl Said has refused to slgn the letters covering
the oil agreement unless the company promises a basic minimum.annual roylty -
payment. A company official has recommended that the IPC meke a private

pledge to include a provision on a minimum annual royalty payment in the final -
draft of the agreement. : :

IRAN, = Economic situation in Iran: The US Exbassy in Tehran, in a statement
on Iran's economle prospects, coneludes that economic collapse could be
averted for several months and possibly longer by resorting to various ex~
pedients, such as reducing note-cover reserve or sinply printing more money.

- Moreover, the primarily agricultural economy of the country can stand consider-

gble deterioration in non-agricultural sectors before breakiown would occur,
(8, 8/ Tehran 891, 1 Sep 51),

INDONESIA, Indonesia likely to sign Japanese peace treatys Desplte imbor-
tant political and press opposition in Indonesia to signature .of the Japanese
peace treaty, the US Ambassador in Djakarta expeots the government to author-

‘1ze 1ts delegation at San Francisco to sign the treaty and to obtain majority

support in Parliament when the question of ratification subsequently arises,

The Indonesian Frime Minister 1s currently demonstrating exceptional
firmness in his determination t¢ have Indonesia sign the treaty. Béth Presi~
dent Sukarno and Vice President Hatta support him strongly in this policy,
(C, S/5 Djakarta 348, 4 Sep 51; €, S/S Djakerta 365, 3 Sep 51),

Comment; The Indonesian delegation at San Franclsco was not given ad-
vance authority by its government to sign the treaty, '

GHINA, UK Charge to protest Peipingis treatment of foreign nationals: The
UK Charge in Peiping is scheduled to make representations regarding Peiping's
treatment of foreign nationdls to the Chinese Communist Ministry in early .
September. (C, S/8 London 1177, 31 Aug 51), - . :

TOP SECRET

| _ 4 _ 5 sep. 5
Approved For Release 2002/05/20 : CIA-RDP79T01146A000400080001-0



http://thepaperlessoffice.org/

-~ Approved For Reldgaé 2002.'05.'20:CIA-RDP79T01146A0004_¢'oosopo1-0

TOP SECRET

Comments The Department of State has requested 12 governments recogniz-
ing the Pelping regime to instruct their reproesentatives in Peiping to discues

with the Foreign Ministry, inter alia, the cases of at least 20 US nationals"

under house arrest, and a number
_ The nationals of govermments recog-
- ndzing the Peiping regime have generally fared much better then those of non-

imprisoned in Communist China;. some 30 others
- of others unable to cbtain exit permits,

recognizing governments, particularly the US, It is conjectural vhether

's representations or those of the other recognizing governments will
elgnificantly improve the status of IS nationals, '

R | | ECTERY Evim poy

anL SECTPO?BF((HESTM) 00y
| / In 5P - |
,é,{ “wdiR- Irish reguest US assistence in milt purchasess |Irish External

Affairs Minister Alken has approached one

of General Eisenhower's Amsrican
political advisers in Paris with an informal request for assistance in Dule=

» Promising in return a very limited
cooperation with NATO in militery staff talks on defense plans, Alken indi-

cated that the new Irigh Government was much concerned about the problem of
defense, and wanted a small amount of up-t

ing purposes now, in order to initiate a.m )
He:mentioned specifically aireraft and heavy infantry antitani weapona,

Reminded of the tight US military supply situation, of the NATO powers?

- prior claim, and of Ireland’s own refussl to Joln NATO in 1949, Aiken urged.

that a re-armed Ireland would contribut

irectly to Western Europats de-
fense against Communist aggression;

butjRe gave hie personal view that -
gave pers 'GNN

Tl
/
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- was no possibility of Ireland’s joining ﬁATO or other éollective defense
arrangements at this time, 5(3, S/S Paris 1377, 31 Aug 51).

- . Gomments This 1s the first reported approach to the US for military
agslstance on the part of the DeValera government which came to power in Jume,
Early in 1950 the mrevicus government had indicated to the U8 Anbassador that
1t needed US equimment for defense against a possible airborme invasion, and
very indirectly hinted that it might be prepared in return to forget about

the Partition issue which had kept 1t out of NATO, and to enter instead into

a formal alliance with the US alome on much the same terms 88 NATO. membership,

Though introdueing a military budget about 25 percent higher then 1ts pre-
decessorts, the DeValera government had publiely reaffirmed Irish neutrality,
and has given no countenance to any suggestions that Ireland might in effect

. be willing tq trade bases for military assistance, The form of the Fresent

approach, which easily lends itself to official denials, further suggests

that DeValera is not yet ready to challenge Irjish neutrality sentiment to ob-
ta;n US military equipment,

NORWAY, Nation will not lead opposition to Greek-=Turkish NATO admission at
Ottawn: Foreign Minlster Lange stated to US Ambass 1

Norway remains opposed to NATO-membership for Greece and Turkey, his country
does not intend to lead the opposition to such membership at the Otiawa meet-
ing, Norway, he said, will make known its posltion that Greek-Turkish security
needs can be adequately safeguarded by a Mediterranean Pact, and that such a
pact 1s preferable since Gresk-Turkish memberghlp would dilute NATO's Western
European character and lend substence to the view that the treaty is merely a
military alliance, Lange added that he expected some support for this posi-
t16n at Ottawa, (TS, S/S Oslo 235, 3 Sep 51), ‘

Qomments Norway will tenaclously oppose the extension of membership un-
t11 1t becomes clear that the majority of other NATO members are prepared to
endorse Greek-Turkish admission, However, since Norway is not preparing to
lead the opposition, as it has in the London discussions, and the Netherlands
Government has indicated its reluctant acquiescence, concerted opposlition at
Ottawa 18 not expected to be strong or protracted,

CHILE, . Forelgn Minister comments on recent coup attempt to US Amb assador
Porelgn Minister Yrarrazavel Goncha told US Ambassador Bowers that the recent
¢onspiracy (see OCI Daily Digest, 29 Aug 51) *cannot be underestimated in
significence since ita purpose was to overthrow the regime,” It is poaltively
lmown; the minister siad, that the conspiracy had its inspiration in Buenos
Adres, He admitted that some minor Chilean army officers were involved, The.

minister alsc pointed out that he had warned the president that another at-
tempt would come later, :
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A Bowers comments that "Yrarragzaval is & very high grade man of large
means and & spotless reputation as an able and honest man, He impressed me

- a8 worthy of confidence,,,..We know enough of the situation not to find any-
thing he said at all improbable," (8, S/S Santiago 131, 31 Aug 51).

_ Comment: There is evidence tending to support the forelgn ministerts
remarks, lhe inability of the government combimation to modify the inflation-
ary spiral, pre-election year confusion, and growing and demonstrative labor -
unrest continue to contribute to the present government's unpopularity, and
may be grounds for another attempted coup. On the other hand, the government

has been at. least temporarily strengthened by the recent attempt,
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