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THE CHAIRMAL: Mr. Harvey
KR, HARVEY: Yes, six.

In Korea, the negoticilons themselwa: are sbout as dvadiocked as
they could possibly be. ractically all aincr points have haan cleared
up and therc remain only vhe thres bazic lasues of voluntary repatriation,
air field construction = - which incidentally hasa’t beern raised for
scme time - = and the mat*er of Scviet perticipation in inspestion as
a neutral. In the case o7 none of thaae zre thara any indicabions that
tha Communistsare willing o accept anything but their ovn position.

With ths talks deadlneked, the Cowwnists have hardensd their
position, both in confererce discussions ard outsids. They have taken
a yery threstaning positiocn, there 1s no jquastion of it. According to
Radlo Peiping the Communizt delegate owver the weexend pointed out to the
UN side that while "the bloed of ovr men on Inja Island is hardly dry,
you are still carrying out wvarious cther tilcis 1n connection with
United States sc=called vcluntary rapabriztlca.” Radlo Psiping then
goes on and quotes the Cozimunist delegate &3 having sald that "as I mve
pointed cut, these activities of yocuvsshor no considsratisn for the con-
sequences ard are most dengarous. We abslatsly cannot tolerats these
inhuman and barbasrous acti, Ve absolutely czanot acespt your so-called
principle of voluntary repatriation which eirs at retailning our
prisoners." After this he was reported as having told the Aimeoricans
to "stop imredlately the Jlawlessness and the irseszponsibls rumor-mongering,
Otherwise 1tz lnvestigaticns would go bsyond thair present scops and their
prospects would be much erdangered.” The stotensat obwicasly comes close
to being a threat = = alblough of vhat ic still ast cleare

OQutside the conference discussions, »f courss, the Lommics have
built up their baclteriological war charge: Ainto a major caupalgn, and
in it they havs woven thrcats. The most alayming aspect »f the campaign
is a statement by Chinsse Forelgn Yinistzr Chou En-lal, vhich is harder
than any statement lssusd by the Chinese sines the tmaee talk: resumed
laagt fall, It details alisged United Staies violitlions of the Chinese
frontier for the pwr poss of dropping geriw laGan insects end then makes
theze sortsel comments:

*in view of the fact that the United Steles Governmeri has repeatedly
and cpenly latruded over Chinese territewy, spraad gem-bzaring insects
and indiscriminately bombed, strafed, arnd RKilled Chinese psople, while
at the same time it is delaying the Kores: armistice negctiations and a
peaceful settlement of the Keorsan cquesticn and attempting t¢ prolong or
extend the Korean war, I zm authorized by the Central Peocples! Government

of the
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of the People’s Republic of China to protest solemnly against the most

ment. ¥

"fhe open and direct aggression asgainst the Paople’s Republic
of China dates from Jyne 27, 1950.% After this the statement itemizes
various alleged U, S, acts of aggression snince June 1950, including,
by the way, the action against Taiwan, Then, "thess brutal crimes of
the U, S, Government will never be tolerated by the Chinese people and
will definitely suffer shameful failure." Then, it charges that the
wUnited States is pursuing its objective of extending the Korean War,
and undermining peace in the Far East. . . and the calamity befalling
the peaceful peopla of Korca today will tomorrow be carried to the
peaceful people of the whole world ... Ths People’s Government of
China hereby makes it knowr that the members of the American Air Force
who invade China’s territorial air and uzs bacterioclogical weapons will
be dealt with as war crimirals when capturad.®

L ST S——

A followx up editorial in the Peiping eople’s Daily - - that 1s
the official Chinese Commurist organ - - aiso containsd refzirence to
Taiwan, otherwise achoed Cliou's threateninz tone, as for example in the
atatemant "The Chinese peo-les will undoubtedly adopt measures to
punish the viclous germ war ghouls with utmost severity, It ie the
sacred right of the Chinese people which they must incist on in order to
uphold justice and safeguard their sacurity and that of all mankind."
Then, it charges that the U_ S, "alm is to wreck the armistice and to
prolong and extend the wer.” Finally it ajpeals to the other govern-

ments £o bring pressure on the U, S. to abandca its "eriminal activities

and purposes.®

Msantime, of course, there 18 less oZficial prosecution of this
campaign. All of this too is ominous in tonse.

25X1

savage and brutal acts of aggression and provacation by the Us. S. Govern=

This merks a stance on the part of the Jommuniszts which they hither-

to had refrained from taking, at Jeast since the renewal of the talks

after the break off last fell. It is clear that the Commuiists, regard-

less of what slse they may have in mind, are aitampting to bring pressure
on our allies, Both Chou Ea=lal and the Teiping People's Jaily editorial

ware very explicit on this noint., Por exsupie Chou said tiat "the

calamities befalling the peaceful people o Xcrea today will be carried

to the peaceful people of the world tomorrow, Now is the ime for the
peace=loving people of the world to rise up and put an. eni to the ma-
niacal desizns of the United States Governwent.," In turn the Peiping

“gople's Dally
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Peoplels Deily in its editorial said: "The governments of all
satellite countries of thes U. S. therefors face a critical test.

They must express their attitude toward the daily increasss of crimes
on the part of the United States in wrecking tha armistic: talks in
Korea, indiscriminately boubing Northeast China, spreadin: guantities
of bacteria and extending the war of aggrassion, kach of the shate-
ments directs itself{ specifically toward our alliss,

While the campaign may also be desigued ©o rationalize an actual
epidemic in North Korea, oad possibly in ilortheast Cnlna, it appesrs
unlikely that this is a paramount objectisieo Measuras have bsen taken
in both areas, but so fai there is not fimm erldence that epidemics
are occurrinz in either arza., In any event, the nature of the campaign
1s such as to raise the serious possibility that the campaign is designe
for aomething more than t¢ put pressure on our aliies and rationalization
of epidemic. They could have in mind an nttenpt te {righten the Us S.
into making concessicns that would break %he present impasse; that is,
convineing us that we had better yleld on the points still in dispute
or risk a renewal of the war. They could aieo be praparisg Lo renew a
demand for Security Council consideratlion of the Korzan gituation. It
1g well to racall that the last positicn that the Hussiens tock in the
United Nations was that the talks had reuched an impasse, and that they
world stay deadlocksd untll such time as the Security Couieil took it. upo

n this connection Mellk was unexplainodly delayed Lo waaks in
departing for the United States, Hc was scheduled to saii on one date,
but it was actually two wesks later that he left. I is sossible that
his delay was due to preparations of a new demand for Security Courc il
intersention in the talks, There have al least beon a nuiher of

. suggestive hints of such & developmeni during the past several weeks.
Meamwhile, of coursa, the anature of the campaign raises tie possibility
that it is designed to provide a propaganda cover for renswal of the

fighting.

'furning to the interral Soviet scheme, the mest important develop=-
ment dnring the past week 1s announcement of -he 1952 budzat. The
Russians are interpreting the new budgst, as you would exoact, as a
npeace" budgat. They heve characterized it a3 & "oudget >f peace and
creative labor" while the sudget of the United Statea is >ne of "“war
directed against the vitel interests of the paople.’

As & matter of fact, the Soviet budget provicdes for 2 larger
expenditure on armements than any other posceime budget in Soviet
history, and the level in absolute terms is approaching tae levels of
the war years.
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In his speech before Lhe Supreme Soviet on March 6, 1952, Soviet
#inance Minister Zverev revealed that of record planned expenditures
of 476,9 biliion rubles, 113,8 billion rubles were being zllotted to
the Armed Foress. This constituted 23,9 percent of the total budgst
and represented an 18 percaent increase over 1951, [To this sum must
be added approximately 35 billion rubles which are expended directly
on the armed forces but which are included in other budgel categories,
Thus total appropriations ror direct military purposes in 1952 will
equal some 149 billion rubles, approximately 31 percent of the budget
and over 20 percent of tho gross nstional procuct of the USSR,

In addition to thess direct expenditures on immediate military
end uses, the greater part of planned investments for 1952 will go to
expand facilities for the production of militery items and facilities
for production of basic materials requirec for support of the military
‘establishment. Of 1A3.1 billion rubles to ve invested in 1952, there-
fore, at least 100 billicr will bedevsbedtc incrzasing the Soviet
military potential, Total expenditures for direct and indirect military
purposes in 1952 will conszguently equal some 249 billlon rubles, 52
percent of the total naticnal budgst and 25 percent of the gross national
preduct, ,

These figures are, if anything, conscrvative. The UUSR is clearly
expending as great an effort on military prepuraticn as they can, At
no time in thelr peacetime history have they devoted as mich energy or
as largs a proportvion of their total nationzl effort to tiie end, OIR
will make a oreliminary report on the budget within the noxt few days.

There are two or threz other itemet: The Communists have not ex-
ploited the drow Diary generally. To date the only place.thot the Conanist
press has madas any reference to it is East Ceymeny; the satellites have
not mentioned him. The Duily Worker, however, has picked it up. It is
rather intercsting that ths first reference to it was on Lhe day after
ths story broke here, but it was a Moscow story by mail, one sent in by
Josaph Clark, This story must have delibsrztely been given to Clark by
Sovist officlals because tlhere wasn’t gsneral knowledge in Moscow of the
German book dealing with the diary. Today th: Daily Werker ran an
editorial on the diary. Thoy treal it as you might axpeei; that is,
they take Gencral Grow's statements which hed to do with estimastes of
what the Soviet Union might do, and twist tiem eround to present them as
plans for United States sgoression. For examnle, here is a guote "it
gseems to me that the time is ripe for a biow this year." Now, of course
Genaral Grow had reference to a Soviet blow this year, but the 'lorker
puts it in terms of a United States blow this year. It went on to say,
nGrow showed his fascist plans for aggressive treachery to U. S. Ambassador
Kirk, Moscow. Grow notes that his plan for aggressive "action this ysarx

[1951)
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(1951.) or before July 1952, with all forms of warfare, including Europs,
was read by Ambassador Kirk, Ambassador .... accepted our paper as

sound and worthy of serfous consideration.” Actually, Grew was talklng
about "action" this year by the Soviet Union not of the U. S. That is
indicative of how the Communists generaliy will treat the diary when

they turn their full attention to it., They will take quotes which have
to do with sstimates of Soviet intentions and apply them to United States
intentlions and capabilities. But, so far, the Communists haven't launched
a big campaign over the diary. On the upcoming Moscow Economic Conference
the Communists inslst everything is golng very wall. They say they are
going to have 450 delegates., Butths most interesting -feature of develop-
ment regarding the confercnce is that loscow has openly revealed that
Japan is a principal target. A great deal of their sttention to the
confereance has been in termus of Japan, and their hope to get support

in Japan,

They are continuing to play the Katyn massacrs issue. As you will
recall "Pravda" gave two-thirds of one day’s issue to the Congressional
Hearing. Since then other Soviel papers have continued to play it,
assoclating it with alleged United States atrocities in Korea., They have
run Katyn plctures side by slde with pictures allegedly depicting United
States atrocities in Korea.

They haven't rescted ©o the "Courier" as yet, They ¢id analyze
Truman’s speech, but they did not specify what the "Courier” was for,
particularly there was no reference in thelr domestlc output about it.

In their broadcast to North Americe they noted it was to sarve "propaganda
purposes," but didn"t specify vhen or how.

THE CHATRMAN: Thank Foles Any questicns for My, Harvey? 1 have one
question, if I may: you recferred to a plece of paper as likely to be
circulating in a few daye. To what extent will it give thz breakdown of
the Soviet budget that you were analyzing?

MR, HARVEY: To the bast of our ebilliy to put it togather. It will
be an analysis of the budget generally. I thiak it will b2 particularly
usefunl in our information culput regarding Sovieh mobillzation efforte,

THE CHAIRMAN: Will it show the total of war expenditurcs for defense
expenditures and defense rzlated ezpenditures a8 best you can determine them?

HR. HARVEY: Yes, sir,

MR, WISKER: I would 1ike to ask a gquastion about that particular
point: have you been in tcuch with, or will you bz in touch with our
agency in connection with this paper'P

Hi. HARVEY:
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MR, HARVEY: We normally do not attempt %o get out a coordinated

peper on this sort of thing. However, our pecple on the working
level conatantly exchange working information with them,

MR, WISNER: I would spacifically recommend in this cane you do
this officially, and not uncfficially, Bo as to be sure you have the
benefit of what they have, and, secondly, sc that we will avoid the
possibility of two different, and to some extent conflictin~ analyses,

MR, HARVEY: We will esrtainly try, but we in OIR have aluays
exercised primary responsitility for budget armlysis,

MR. WISNER: I would like to rsquest that these minutes of today's
neeting be reprodusced at the earliesi poesible date in order that verious
pecple who are working on certain aspecte of those lines can have the benee
21t of Mr, Harvey's report,

THE CHAIRMAN: That will be done, gentlemen,
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