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GA_retalnm oritiecs) attituds toward USSH

e

Sneculatinn vhether Soviet possessinn of the atom bomb wonld
slter ezisting UN political slignments seems to hawe bgen resoived in
the negative by reeent roll calls in the GA. Conercte tosts of U
reaction werTe reconitly provided by the Ditter struggile bebween Thupn-
slavia, sud Czechoslevalcia for the Bastern Turenean 56 seat and |
aotly dispubted issves of observancs of human rights in the Bato
md continuation ef the controwersial U Eorasn Comnission, In ¢
three, the USSR suffersd resownding defeaga} in the humsn righin
the majority vote was greater than last spring. So faz, the URGE hsa
Tound the golng rougter Sn this GA then in any previows sessibn, Faither
acguinition of the A-bomb, nor Vishinsky's nsw-fouad cordiality ssom Se
have mede friends or influsnced peopis af Lake Buceess, On ths otles
hand, when the CGA coneiders the problen of ths A«bomd iteelf, 15 is
azrbaln thet the faet aleoms that = secnnd majst power hag seaquised
this weapon will exsvrt new pressure fow a seluiion,

Soviet prugsconds techuiouve turned asminas USSR

The Sovist deviece of utilizing Lnsarnqtional confersness as
sounding hoards for prdipegenia has heen turnnd against the WSA vary
neatly by Yogoslavia, in & way proving She USSH a good teachsr nal
Tugoolevis on apt pupil. ‘The forom vady the 3 Legel Commitdse, whileh
had before it the proposed Declaration of the Rigats and Dublie:s or
3tates. Yugoslavia premptly offered 25 amendwments, inéluvdimg sous
very pointed proposals on the dulty of a stats to pespect the righiz
a3 other atates, not to foment civil war in othsr aations. not Lo an-
zage in slender compaigns or economis warfave agalnst follow UY numbors,
sbc. Poland tried &6 rescte tha TSGR fyom embarrsssment by meving thad
the Declarstion be referred %o the nenmler sistesw<-zy a nanewtdy wiulidh
would bave stalled the Tegoslav motion Indefinitely. Ths Greeir vapre~
Ientative wos vnabls to refvain from exprossing the hops that Tigosiavia

w7ould in ths future chserwe the lofty prineiples for which i3 was contend-

irg end from regrotiing that such sentiments had not ocewriad o Tagn-
3levin fwo Feare agd.

Fow poople--ond almest certainly not the Tugoslev zepresandadivess- .

beliews sither that the proposed amendasuis improve the drals dezlarefion
oy that they have the slizitest chance of being gpproved., Iub ko Tugoee
slawvs are &% indifferent $o these considerations ag the USSR bas baer on
aiwmilar ocessions in the pass. They will have attained thselr szcla ol
Jective——a vorld-yide andisuce for denwneciatizas of their formar ally,
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Pransfor of administrative responsibility over the Relchsbahn
Zrom the Soviet Military Administration (SMA) te tho Ministzry of Traffic
in the new German Democratic Republic is likely to complieate reiations
hetween $he western authorities and the Reichsbahn. Ths exact extent to
which the SMA has sbdicated dirsct anthority over the conduct of these
selations is not yet clear. It appears probabls, however, that (he east
German Treffic Ministry may seek to remsgotiate existing Allied-Sovict
agreements on all matters concerning overlaond cozmenications betwoen
wsat Borlin and western Germany. The motive for such a move on the part
of the USSR might be in part to coerce the western powers into a de facto
recognition of the German Democratic Republic.
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The chango in the status ¢f the Reiochabaim can also be
expected to intensify the demand ¢f the woot Berlin Magistrat fer
extension of the anthority of the wes$ sector police %o Relchsbahn pro
property in west Berlin, supplanting the anthority of the Reichsbaim
polics, who are now presumcbly undeér the ultimate suthority of the
German Democratic Hepublic, rather than of the SMA, If the demanda
of the Magistrat are not met, tha western powers wonld in effaect be 25x1
tolerating the operation in west Berlin bf the poiice of the Demseratic
Bapublic,

SECRET

Approved For Release 2006/09/07 : CIA-RDP80OR01731R003600030013-0



25X%1
Approved For Release 2006/09/07 : CIA-RDP80R01731R003600030013-0

K

MNext 3 Page(s) In Document Denied

Q"g

Approved For Release 2006/09/07 : CIA-RDPS80OR01731R003600030013-0




. Approved For Release 2006/09/07 : CIA-RDP80R01731RQ03600030013-0
. : A4 SECKET '

RASTERE EUROYS

SOVIET UNION

USSR opens negotiations between locrl border commanders %o Forestall
Iranion Retnaliatory Acte

The Soviet-Iranian diepute over the ra2turn of fiftesn Iranian
woldlers, arporently being held as hostages by the USSR, may be re-
golved by negotiations revortedly undervay betwesn the Iraniap and
Soviet border commanders in the ares vhere tne Irzulany wers seized.
Tollowing Iranien threats %o cl se all Soviet esstshlishments in
Iren, iacluding the Soviet hospital and VOKS (Soviet Cultursl Agency).
42 the Iranlan soldiers wcre not returned promptly, tho USSR has re-
visced 1ts entire perasonnel complenent along the border east of the
Caspian sen. In a conference bebtween the new Soviet border commander
srd the Iranisn border commander She Soviet of ficer reportedly
pronised %o cousider the ieturn of the Ironian soldlers. The Iranisn
government, which hos sccepted this loteet Soviet move s sn iadieailon
$hat the USSR internds €o return the scléiers soon, hes not implemenied
i%g threats.

The USSH's insougurstion of megotistions between the local border
comngnders is probably vprompted by 2 dzsire o keep the dispube loesl-
ized s well as to gain time in its offorte to effsct the returm ef
sws Soviet dsfsctors, for whom the Iraniam goldisre are bsing held o»
hostages., Morsover, siice the Seviet sgencles in Iren are especlelly
important ~& centers of Soviet espionage and subverslen, the USSR
will probably avold eggravating the current dispute %o the pelnt
thed the Iranian government will act %o clome thaso salablishmente.

2 Detober set for firset internstiong) posi-war communist pesce
dpronatration -

"International Perce Day,* plamed for 2 Ostobar, ie the first
soordinated, world=wide pesce demonstration staged by the Communists
alrce ths end of the war. Fossibly $imed %o scincide with the U2
Geperal Assembly mession, the cecesion will provide the Communists
with a fresh opportunity %o point to the USSR as the sole champlon
of peage. The underlying purpose af this Soviet pesce strategy iz
%o strengthen national Cemwuniss partiss by enlisting the suppsrt of
28 meny non-CommunisSe as possible end to induce the madses to with-
noid suppors from thelr govermmsnis.

Propsgenda for peace is by ne mccos & ew Communist toctie, &A%
3ne Sixék Worlid Comgress of the Communid Taterantional {1928) it wrao
rasolvsd that all Communiad Pardles tould engsgs in Ppolitiesl, or-
ganizational, sgitationsl end propagendistic work in proparation fov
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international Day for the fight sgainst imperislist wer oud defenso
of the Soviet.® Since then, yearly mass dsmonstrations for peats
were orgenized, beglnning 1 Avgust 1929 aad continwing until the
outbrack of lorld War I1I.

the anticipated propagendn themes have slresdy besn mr:?
thruaﬁgiiz, the commgiata prebably hope, by the resunption of their
pre~uwer tactie of sinmultancous mass demonstrations, to glve the% .
apperrente of wider suppori and more enthusiasm for the Soviet “peace
line thon was exhibited at the recamt peace Congresnsa in Viroglew,
Parls, New York snd Mexleo City.
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TUGOSLAVIA

Tite's pesition would be strengthened by Security Couneil seab

; A% the curront UF (Ceneral Assembly sesolon Yugoelavia has

o publiely sszerted Ite independience of Moscow not only be deseriing

‘ the Soviet dloo im voting on some East-We:t lssuce, but, even more
sigrific:ntly, by secking a sent on the UN Security Council, If
soccessful, Yugoelav memberghip en the Sccurity Cownell would streangihen
Tte's defiance of the USSR beesuse 4t would: (1) sfford Yugoslavis e
atrategic position for directing UN attention %o dangerous Sovied pressure,
thue providing on additionsl deterrent ~gainat Soviet agzression: (2)
inerecse tha internal and international Trestigs of the Tito regies, {3)
provids Tito with a pore inpressive rostrum from which to assert the
idsological superiority of Yugoslav Communigm %o Stalinism, thus cn-
gouraging the developnsnt of Titoist tendencies in Comrmanist parties
throughout the world and notsbly im the Far Bass,
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YUGOSLAVIA

Soviet reretion to the elcction of Tugosnlaviz as a Security
Uouneil revlacement for the Ulraine would be extromely sntagonistic,
not only because of the loss of & sezt traditlonally rescrved for &
Ssviot~bloc merber but even more because of the granting of that ssal
to the Eremlin‘s srch-enzmy. The USSE would utilize this issue =e
yroof that Tugoslevia is now operating as a tool of the Western FPovers
againgt the Paople’s lemooracies.

Tugoslavia as o~ member of the Security Council would have some
difficulty in following an indepsrdent line in the Security Couneil.
Dsecause Tite is attempting to be the txus interprster of Communisa
-nd has to compete with the USSR in support of Communist interests,
Yugoslavie could be expected to vote offen with the USSR againsi the
Yeat, Particularly , Yugeslavia would not side with the ®"capitalist®
Heat on issues involving westerm eolonielism in the Near end Far Ecet.
Un many East-Wect issnes, however. Yugoslavia would probsbly abstain
‘yather than sntagonize the Western Powers, But vhere Sovist and
Yugoslav interests clashed, as in Trieste or possibly Greece, Yugoalavia
would undoubtedly vote against the USSR, In geaeral, Yugoslavia would
probably adopt a policy of supporting the small nations against the
"imperialism" of the great powers, both East and Vest,

JZFCHOSTAVAKIA

SzgcheTogunlavy trade continmes

Ozechoslovakia's trade plans for August snd Sepiemder reportediy
include an exchangs of certsin sssential goods with Yugoslavia, In
return for 20,000 tons of pyrites, 5 tons of mercury, 1,000 tons of
hemp, and 350 tons of gyoeum, Czechoslovakia is %o supvly Yugwelavia
with 244,500 tons coks, 100 tons cable, and minor quantities of industrial
squipment believed designed cxpressly to meset Tugosinv snecifications. .

This proposed interchangs is small) in comparison with the forrar
volune of trade snd may be s temporary evpadieney for both partiss. The
cossntion of Czech-~Yugoslav trade in June 1949 has left Czechoslovilia
eritically short of pyrites and mercury ond Yugeslaviz with an in-
adequate suppl: of coke. Therefors, desplte the widening rift detween
Tito and the Eremlin, neither the Czechs nor the Yugoslavs appeare
disposed %o let their political differences completely praclude the
meeting of irmediote sconomic requirements, HMorsover, it is poasiile
that for political reasons es well neither side 1s yet willing to
sever compietely its relations with the other,

19=
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Diffieulties forcegen in Hung ry's ambitious Five~Yesr~Plan

The current Hungsriam Thrag—~Yesr«Flan will be comnleted, 1% 1s
officially claimed, seven months shead of scheduls, snd will be
roplaced by a drosd Five-Tecr~Flan for 1950-195M.

The Threo~Yeanr-Plan wus essentially a recoustrustive progrem
and wes to lay the foundation for industrisl expansion. As such,
the plan has reached 1ts goals. in general, production has attained
prever levale.

Objectives of the FivesYeer-Plsn eim at a radical trensform:ztion
of the national ecoromy. It is planned that the value of industrisl
produchtion will oxceed thot of sgriculture. Of the totzl 35 billlea &
Zorinte tc be invesbted by the ead of 1554, 17 billion will go for’
jndnstry and 6 billion for sgriculture. R

The Five~Teor<Flan sims predominantly at the development of hsevy
industry, with 20 new nlants scheduled for the iren =nd maihine
ipduatry. By 1054, the ironm snd machine industry is to account Jor
3 percent of e1l indusirial produstion, as compered with 20 porcent .
in 1938, ond electric energy production, ' Yor %.5 vercent. These
wroporiions are plemeible 3¢ tho indnstrial goels sre sttalined. To
reaiizs this goel e total of 500,000 nev industrinl vorkers would be
reeroitad, moat of whom would, 1nitielly, be poorly quallfied.

Pransporiation facilities must bo expanded along with industiry.
By the and of 1954, the communication syetem is %o evceed the 1938
level by 65 percent. This gosl apnerrs possible sines nuch mofernization
has alre-dy teken vlace in the rail lines end in moter Sransporte
However, difficulties are being experienced in the production of
locomotives, reil cers, snd river vessels, but, with expected in-
erdases in supplies and ekillsd labor, these may De overcome. Iae
grectest difficulties will prodedly be experienced in highway traffic
expansion.

In the agriculiural sector, the Pive-Terr-Plan calls for an
ineresxs in livestock productlon, an increzse in the average Field
of wheat by 20 percent, sugsT beets by 30 vercent snd alfalfe by
spyroximately B0 percent. The fulfillment of these goals is
Agpendsnt upon success of land reglamation and irrigetion projects,
use of agricultwrel machinery, fertilizers and high guality sced.
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§€nﬁg,aarian irdnstyy shows increasing sigre of deterioration

Siene of indoatzial economic deterioration in Huvrgeyy have baun
inerensing within the past few weeska. The Hnngarian Ifress, during
Jugmet and September has stepped up sampaizns of eritieism atiacking
the entire indmsirial perscmel, from mansgersz $c unsikilied lovorss.
“he instancen cided hnvs serions connotations when roviewed in gon-
sext with the self-glorlfving habits of the Commnist prress. Uzriticisms
nowe ineluded instances of gross ineflficiency, produ-tlon of deferiivwe
zoods, lower unit production and absenteelem emong woerkers. ingtuices
=% mueh deflciencies hbave bsen ciled as ccourring ir the model
Foftherr-Sohrants Tretory {(which is officiallr preducing tioebers and

=mgn poen cited i | raporis ae participaiing 25%1

in war prodoction), and in she song veggon faetory, another model
“mpearisn Commnies enterprisse. In locel apeeches Deiuty Prise
Minister Ealtosl has spoken (iesvestly of eveh failures.

The report »f the Communist Party Copfersnce feor Grecter Bud:.iest
{607 of Hunerrism industzy is concentretef iw thie erea) also complasng
#f the wmany failures. In this report, preductivity of the memniaciuring
inflnetyy for tho peried Febructy to Jnly 1049 is admitted to hzwr fallem
19}, Tn the Man‘red Weiss iren faoctory, tas percentoge of wnate had
dgen frem 109 to 2i%: snother factoxy wee reported to have had zU)
nhnentees in one ¢sy. Insgtenses of lov leber morale ware higolighsed
Wy a report th7t sick relief had been givea Yo workers whe were scsualiy
spifering fron solf-inflicisd wonnds.

| |4ne vicicva trent of Getericraticn Lo 25%1
Aenoribed 4% a mors speoific case history. In thie cueae, on expeunaslive :
sosvozonerator was desinged for productior in the Ganz Bleetrde fratory
Ty A non~iommanist, old-regime, frclory erginesy. ¥ith thoe serens off
sho Communiet snxinesrs, the origiuel jlams wers discarded spd proiuctism
coppleisd by the lattex. In the dssirm 2nd conatroction of &b walt
tSontalist Principles” were employed i "economising on melerlnls 3,
FEPNONL G 7

i for the new unit were begur ir Apzil I98S. Ac 2 romuli of
thea foulty Gesisza of the wikdy, the eicciric wiring was Lnyned our snd
e tricl was a faiinrs. The samn process vas reverisd tvice. e anly
aow ig locked away in = dsserted shed &% the sleciric fhotory.

With the bailding of such nnits, the powsz prosvam will Fni..
#1%h the Feilnrs of badly peeded Dower outpnt, indusizial rolnc:im
+44] eontirue Lo decline, as wsll oe suilicr from wasteiul use of he
sxiebing reRrUFedt.
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With the excevtion of the livestock program these sgzriculiwral
targets meom overly optomistic, since sgricultural goels sre in
o lexrge meastre dependent on suocceas of the industriel program.

it isn'$ likely that the Hungerisn cconomy cen make such strides
in oll sectors. The expansion planmed for industry will meen 3ed-,
backs in other arscs of production. USSR aspistance iz imverative.
Othsrwise Hungary's Five-Ysor-Plan will remain largely unfulfilliad.

Widespread renercussiona of Hajk trail

The Rajk trisl, vhich recanily ended with death sentences ior
the principsl defendants, will heve repercuesions not only in Erotern
Europe but alaso smong Communist and follovw travelling grouns svery-
vwhere. Testimony given by the accussd during the trial has incivded
devocitien that Tito-sponsored antl-Stal’nist vlote pxist in Czechoslavekia
and Polend similar %o the one in Hungrry ond thai uncoversd eariier in
Albanin., F¥xtensive publicity has been given Shr -ughout Boatere Hurops
te these accusations vith ewphasis on the vsrning thot the Bastera
European norbies must be "vigilant agrinst infiltration of enemy agenta,”
By eslling Rnajk ond hie followers rgents of Western imperiaiism, the
Cominformists have tried %o csmoufleze the snlit im the narty; roawever
Fravds frenkly admitted thot nrélonalist devistionism is the crize.

e Cominform vropagmnie bulldup may be the forerupner of wimilar
purges in Poland and COzechoslovekis, and mosé gertainly will resuls in
a further tightenming of party disecipline and inereased emphasis oa
idealogical edugation throughcut the Srtellites. With a purge ioag
overdns in the heterogensous Czech Party, the Hajk effair may instigate
a wideapresd scveening of ite 2,300,000 members, vhich would provably
culminabe in & shakeup on the Yop level. Jakob Bermam, a member of
the Polish Commanist Perty politbure, varned recently th-t although
an attempt et deviationnhad slrendy baen frustrated by bz inging
Gorulka into line, the danger still hsd %o be dsalt with in the
oversized Perty. In Hung ry, 1tself, She Hejk affalr has proveized
another of the Series of purges, begun o year ugo, almed at redusing
the party from over & million members %o 250,000.

There will slsc Ds longer-term consequences of the lisjk afalw
on the erfectiveness of Soviet propmgands and ideologleal snpesi in
the general picture of World Communisam, A similar phencvmnsnon, tae

Mossow trigls of 1936-1938, temporarily turned numbers of lef 5-wing
intellaectnals against tha Kremlin. Af%er the furor had dled down,

- 22 -
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however, meny returned %o the party line, sspecially after the
Germen. atteck on the USSK. The saue sors of confuslom =nd die-
iilnsionment, evoked initielly by the Eremlin’s corduct toward

Wigo, but brought into sharp focus by the Rsjk trisl, is now e?idant
in Communist, fellovw-travsller end leftist intellectual circles.

The pssontisl differcnces Letween the 1938 situation and that of
today, however, are (1) that there is mow in the person of Tite

o lesder of a Communigt state who who i8 exiremeiy adept in polnting
osut the contrailctions baotween Soviet stotements and Soviet behivioer
cnd (2) Soviet imperialiem egeinst ostensibly independent stater 18
snvolved in She current purges vhereas the 1938 affair &id not
jnvolve this issue. Yugoslev propagenda, ROV making capitel of

the Rajk trizl, may de expected conbtirually to revert to the trinl
s an exemple of Soviet duplicity and aggression. The series of
nationnlint triasle in Hestern Xurops, of which the Rajk affair
spparentl; forams s pard, jndicstes the inability of the Cominforuists
%3 golve the underlying problem.

BULGARIA

Eossov’s triel %o hit Satellile economic nationaliem

Featuring economie rather than politieal deviatloniom, the
tvigl of Traicho EKostov, Bulgerim'es former sconomic admindstraton
and second-ranking Communist, will form another in the series of
trials preosenily being staged in the sntellltes to demonatrate
she Putility of any sntellite Comruniel Tollowing & nationalist w1la¥e

Tven withont falsification of thr reeord the Govermment wili be
able to present abundant evidence thet the originel charge meds
againet Eoatov--that he had sngaged in enti-Soviet activity=—in 5rae.
At the %ime of the originel sccusetion in April 1949, the omly ins
of Koutov's anti-Soviet mttitude wrs n report thei a speaech he ad
mede S0 the £1fth Porty Congress in December 1548 had bean alterasd
ab the last miaute to atress the indigpensability of the USSR %o
Bulgarian economic developrnent, as well =a the recessity of
eventuslly nationalizing agriculture. A hint of Kcstov's leamings
wos given by the revelation that he hod invoked the Staie Secratia
Loy ssalnet Soviet ecomomic represeniciives. |
Koatov attenpbed tc use informaticd
Zathered Dy & ¢ do mIssion in 1947 as a basis Tor ihe thesls, drsneed
st the December 1948 Party Congress, that Bulg ria would profit aore
from Lrade with the ctheor satellltes than with the USSR.
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BULGARTA

fnoswichk as the revelation shed Kostov sought s liberate
Bulgeriala sconomy from the USSR woulid make him = lonel hero,
ohe atats will doubdlese attempt to prove that his real purpose
wes bo dsliver Bulgprin, es Tite did Yugeslavls, %o the imperisiiost
Yozt Availalle reporis indicate thab Pulgarisn Cominformiste
have slrendy begun preparing evidence So substeniiate auech ehargns.
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#FAB EAST - PAGCXPFIOC
GCHINA
"Uplked Lroad? oa recocnliicn nay mof hold

“he "united froni? of the loading netions of Asia awd the
Yeal, in regard to the ¢usstion of de jaure Tecogniticnm of the Comgunist~
controlled Psople's Republic as the National Govexnmsnt of Chipe, way
collspao before %he end of this year, %The Cormmmisto, bsllieving that
5 bresk in the "mited front® on the pert of cne major power would
remse the dissolution of the ontire siructure, are sudeavoring o jac~
zuads sertain major povers, |

25%1
India appears to have been improssed primerily by the natiowel-

1atie notivation. rather then dy the Commvanist demination, of the Chinsse

ravelution. Moreover, India does not regret the decline of the Fuiionaliat

vegime, whiok it regards o8 dopendent upon snd subservienmt to the iif\eato

2lthough India probably will not recognize the People’s Republic i thout

varning the US(™ —
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Bzechwan sppenzs noxt on Copwunist st

The casy Communist occupation of Canton hse reduced Fatiopulist
gontrel im maimland China to the southwestern provimses of Szechwnn.
Kwaichow, Yornen, and Evangsi. Sgechwar, China's most populous pro-
rines, and ite major cities, Chungiking and Chengtu. ars the moad
inviting objectives for the noxi Comzwmiat offensive. An attack on
Spachwan may begin within the next two veeks and ths Provinca's majow
centers probably will be in Communist hande by the end of 1949,

The high, ragged mountains surrownding Szechwan limit poanible
svennes of invasicn. From the north, the most sultable route for mejor
tvoop movements is the mountain highway south from Hancheng in Shensi,
%0 Ewangyusn in Sgachwan, and thenos to the Ssechwan basin and the
citice of Chengtu and Chungking. From the east, there are $uwo roaiss
one from the Patung-Bashih arss of northwest Hupsh and the othsr fxon
the Chanste-Yuanling srea in Hunan., These routes Join Just inside ths.
Szechwan border apd from thers a single road leads directly %o Chrmghkiag,
zome 190 miles further west., ¥rom the souvih, a highway leads to Cammg-
king from Kwelysng, capital of KEwelchow, & 1ittle over 200 miles ic b
south, At ihe present $ime, the Comsmunists are im position at ouly ones
af these four departure voints, the area of Changtc and Tuanling in
Bunen.

Fancheng in Shensl is Hu Tsung-nen's prescnt hoadquarters. It
45 believed that Fu son smuster no more than 20 te 25 thousand combai
effectives despite all Nationelist reporis to the contrary. The morals
of Bu's forces ies pitifvily low and his field-gencralship leaves mmch
4%e be desired. The Patwmap-Enshih ares of Hupeh is presently defended by
some 100,000 men under Sung Hei~llen. Nominally uvader Pai Chung-hellc
command, Svnz is considered unrelizble and is expected to offer nn mora
thaon *face-saving® rosiztance at best.

¥ithin the bowndarics of Sgechwan, thers are some 35,000
Ketionalist troops as well 28 su tndetermined muwber of indifferant
provineial levies, together with small forces whe owe alleglance io nme
bug their individval warlord commenders. Agains$ these troops the oo
zeniste can throw the 150,000 men of Peng Teh-buaits Firet Field jrmy.
as well as elements from the commapds o¢f Liu Po-cheng and Lin Pias,
so0%alling more than that nwwber, These are first-dass forces, capeblis
of overrumning the defoenses of the vrovince in short erder and the motual
issnebing of the Communist attack presumably awaits the redispoeisicn of
these trosps. This redisposition, while uvareperied 23 yst, ie prolabl;
already well wnder waye
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Although the French last week moumnted su attack om the Viet-
panese resistance stronghold of Vinh, an lmporteat armg-smogeling
sorbypossession of which has been wnchallenged for nearly thiee yesrs,
oftacial commaniques offer little hope that the over-all Fronch
militar; nosition will be improvsd in the nsar futurs. Arrivel of
some ten tinssand reinforcements from Fraance and North Africa during
the pest eeve=al moaths(bringing troop stremgth in Indochina uwp to
spproxinately 130,300) has not reversed the steady deterioration o
the French position in ¢nrs: eut of four mejor fighting sreas. Only
in the Hanol area hss thore been any improvement.

Indicative of a growing desperation on the part of the french
command is the willingness to talte mllitary measures prejudicial both
50 the immediate and to the long-run well-being of the Indochinese
aconoRy. brult trees and cocomut palmes bordering on nilitary routss
heTs been cut down in large numbers for reasons of military gecurity,
Railroad werkahops and rolling stock in resistance areas have been
destroyed. Nearly a thousand junks sud szmpens plying ths river net~
werk of Cochinchina vers sunk in recent operatlons, thus aggravating
» shortege of rice in Salgon, slrealy made severe by a resigstance
blockade of the major producing area to the west. BRice exports for
the first half of 1949, as a result, were about 8% of prewar.

Hesistance capsbilities, on the other hand, appear %0 be in=-
proving, French High Commigeloner Pignon has stated that Vietnomese
military operations have pamsed beyond the evarrilla stage and that a
vpaed war® is now under way irn Tonkin. The southern advance of the
Chirese Communists i3 expected to permit & flow of arms from China into
Vietnsmese resistance arsas, thus imposing a further straln on French
rasourses in order %o coumber such ilncreseing pressure. During the
shres yoar period ending in 1948, Fremch mill expenditures in Indo-
china totslled more then 4730 million dollars (US). It is estimeted
that operations for 1949 will require an increase of 60% over the
vrevious year's expenditures. The time sppears to be approaching
rapidly when the French will be faced with the choice of granting full

spvereignty $o Vietnam, or acsepiing the consequencas of a custly
uilitary dlsaatey.
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