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- 1, BULGARIA: Prompt action on all Treaty violations recommended-
.+ §Donald Heath, US Minister Designate to Bulgaria, believes that the
S should promptly protest all Bulgarian violations of the Peace
reaty rather than follow the policy favored by the British Foreign
ffice of concentrating on selected major issues, Heath believes
hat constant protests would have ‘‘some retarding influence’’ on -
he Communists and would form the basis for possible presentation
#to the UN. . . : ‘
2/ITALY: De Gasperi’s difficulties in obtaining left-wing support--
ff;-?-Dremier De Gasperi has indicated to US Ambagsador Dunn that he
. continues to encounter difficuities in recrulting working class repre-
- sentation for his government because the non-Communist Left is
. hesitant to place itself in definite opposition to the Communists.
De Gasperi added that his only remaining hope lies in moderate

“ocialist Lombardo, who might lead a group of left-wing Socialists ' ‘; ‘}
C - into the Government. ‘ : R

NEAR EAST-AFRICA

3. SAUDI ARABIA: King appeals for US reversal on Palestine--US
- Charge Bailey at Jidda has forwarded a message addressed by King
- Ibn Saud to President Truman containing an appeal for reversal of
C the US decision to support the establishment of a Jewish state in
- Palestine. King Yon Saud calls this US decision uniriendly to the
. Arabs and adds that, if it is maintained, it will bring about a ‘‘death-
“blow" to US interests in the Arab countries, ‘
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GENERAL

. UK to return battleship to Italy--Bevin has told US Ambassador

Douglas in London that he has agreed to turn back to the Halian
Covernment, subject to “‘austere conditions,”’ the Italian battleship
aow in British possession (see Daily Summary of 31 October, item 1).

(CIA Comment: Among the conditions required, Bevin proba-
bly has included the immediate scrapping of the battleship.)

. US delegation to oppose anii-Franco measures in UN Assembly--

Acling Secretary of Siate Lovett has instructed US delegates to the
UN, because of ‘‘the steady deterioration in the current situation,”
to minimize any discussion of the Spanish question in the present
session of the General Assembly and to cppose any further anti-
Franco resolutions. -

Break with Chile ‘‘stuns’’ Czechoslovak Communist leaders--US

' Ambassador Steinhardt in Prague reports that Communist leaders

are stunned by Chile’s break with Czechoslovakia and are concerned
over the economic consequences to Czechoslovakia if Brazil and
Argentina should follow suit. Steinhardt adds that, for the first time
in many months, Communist Cabinet members are on the defensive.
Steinhardt believes that a break in diplomatic relations between either
Brazil or Argentina and Czechoslovakia would probably do more than
any other single measure to strengthen the hands of anti-Communist
leaders in Czechoslovakia.

EUROPE

. BELGIUM: Wheat shipments from US not to be increased--The

Depzrtment of State has advised US Ambassador Kirk in Brussels
that: {a) October wheat shipments for Belgium have sailed, or will
sail, in the near future; (b) the US cannot comply with Premier
Spaak’s request for an increased allotment (see Daily Summary of

31 Qctober, item 4); (c) every effort will be made to speed up Novem-
ber shipments; and (d) the Department realizes the serious political
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implications of 2 bread crisis such as Spaak {fears but the “‘fact
remains that there is simply not enough grain to go around.”’ The
Department aiso points out that the US must take note of the Inter-
national Emergency Food Council’s recommendations that Belgium
chould reduce its bread ration. (The Belgian ration is now 300 grams
per day; the French ration is 200 grams.)

NEAR EAST-AFRICA

. INDIA: General situation deteriorating--US Embassy New Delhi

reports that developments in Kashmir (see Weekly Summary of

31 October, page 5) are assuming increasingly serious proportions.
The Embassy states that: (a) the severe drain on the Dominion of
India’s military forces (through the dispatch' of Indian troops to
Kashmir) will affect prospecis for the restoration of law and order
in cther paris of northern India; and {b) ‘‘the tribesmen and others
invading Kashmir can presumably carry on guerrilla warfare
indefinitely.”’ | commenting on the
general Indian situation, reports that declared war between India
and Pakistan appears unavoidable unless the two dominions reverse
their present tendencies and ‘‘adopt a conciliatory, statesmanlike
attitude’’ toward current problems.

FAR EAST

. INDONESIA: Reaction to Committee for Good Offices-~-US Repre-

sentative Graham of the Committee for Good Offices reports that
the Republican delegation and Cabinet at Jogjakarta were obviously
disappointed when it was made plain that the Committee’s powers
extend only to ‘‘good offices’’ and not to arbitration. Graham adds,
however, that the Indonesians appeared ‘‘reasonably content’’ when
they were told how far the Commitiee could go in proposing a
settlement, if it was requasted to do so by both sides. ‘
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No significant new develonment.
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- No significant new development,

CHINA
No significant new develooment.
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FEURCPE

FRANCE: Bidault gioomy, Ramadier optimistic on Cabinet survival--
US Ambassador Caffery has been told by Bidault that Ramadier’s
nrestige is now so low that Ramadier will not last long after the re-
convening of the Assembly. However, Ramadier has expressed to
Caffery the opinion that the really critical phase of the struggle is
over, and that he expects to remain at the head of the government

for some time to come.

CZECHOSLOVAKIA: Views on Slovak oolitical erisis--US Ambas-
sador Steinhardt reporis that the Communist-instigated resignation
of the Slovak Board of Commissioners has created the most serious
poiitical crisis in Slovakia since the liberation. Steinhardt believes
that, although the moderates in the Czechoslovak Government will
oppose strong Communist demands for increased representation on
the Slovak Board of Commissioners, some compromise will be
found in order to avold splitting the coalition government and forcing
new elections,

.- BULGARIA: Soviet Army maneuvers reported endmg-l ‘

that Soviet Army maneuvers in Bulgaria can

. PALESTINE: Arabs would not accept office in artit oned Palesti

be expected to terminate within three weeks because of inclement
weather. that there have been no recent indications

of Soviet troop movements into Bulgaria but cites constant rumors

of some materiel build-up, including tanks, artillery, and ammunition,

(CIA Comment: No indication of Soviet withdrawals from
Bulgaria has been received from any source to date. The terms of

the Bulgarian peace treaty set the final date of withdrawal as 15 Decem-

ber 1947.)

NEAR EAST-AFRICA

US Consul Genéral jerusalem reports that: (a) he knows of no Arab
who would accept office in a partitioned Palestine and thus risk
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assagsination; and (b) the British are not likely to accept the request
that they maintain order in Palestine during the trying period between
now and July 1948, The Consul General believes that UN trusteeship
fnir the Arab area should not be envisaged as a short-term arrange-
ment and that careful consideration should be given to the policing

of such a turbulent area.

FAR EAST

RKOREA: Korean sentiment now favors troop withdrawals--General
Hodge reports that Koreans are becoming "more and more impatient
for some sort of settlement that will relieve Korea of the burden and
stigma of occupation.”” Hodge comments that this attitude reverses
an earlier trend favoring indefinite US occupation. He adds that
further delay in taking positive action will result in ‘‘a strong up-
surge of feeling against the US,”” He urgently recommends that the
US nroceed immediately with an election for a representative govern-
ment even if it must be carried out for South Korea alone, with or
without UN supervision.

(CIA Comment: Hodge’s report indicates that the Soviet
nroposal has attained its objective of influencing South Koreans
toward the accentance of a self-appointed, “‘representative’’ govern-
ment, the establishment of which would force mutual troop with-
drawals and clear the field for eventual Communist control. CIA
believes, however, that an UNGA decision will be reached soon
enough tn permit the announcement of an election date before any

Soviet moves for a ‘“‘coalition”’ government can gain momentum.)
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GIENERAL

1. Soviet representations to China on Japanese peace treaty--The
Chinese Forelgn Minister has told US Ambascador Stuart that the
Joviet Government has not given the Chinese Government any
formal reminder of the clause in the Sino-Soviet Treaty of 1945
which bars either Government from concluding a separate peace
with Japan without consent of the other.- {The Foreign Minister’s
statement contradicts information supplied earlier to Stuart by the
Chinese G-2; see Daily Summary of 27 October, item 1.} The For-
eign Minister added, however, that the point about the Sino-Soviet
Treaty clause had been raised during his conversation with Vishinsky
while in the US.

(CIA Comment: It still seems clear that the USSR, either
try formal representation to the Chinese Government or through
informal discussion with the Chinese Foreign Minister, has re-
minded the Chinese of their obligation under the Sino-Soviet Treaty.)

. UK jet aircraft sale to USSR--The Department of State has instructed
US Ambassador Douglas to point out again to Bevin, should the oppor-
tunity arise, the serious concern of the US over the UK agreement

to sell the latest-type jet aircraft to the USSR. (According to 2 UK
Foreign Office statement of 24 August, the UK plans to sell six latest-
type jet aircraft to the USSR but does not intend to deliver them until
late in 1948; see Daily Summary of 25 August, item 3.)

- US advocates vigorous action against Bulgarian Treaty violations--
The Department of State concurs with the recommendation of the US
Minister Designate to Buigaria (see Daily Summary of 1 N ovember,
item i) that all violations of the Bulgarian peace treaty, particularly
those affecting civil rights, should be vigorously combatted.

EUROPE

. FRANCE: Immediate US grain shipment urged--Ramadier has again
emphasized to US Ambassador Caffery the gravity of the French
bread grain situation which will force a further reduction in the

Approved for Release: 2018/09/26 C02643634
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national bread ration about the middle of December. Caffery urges
that supplementary shipments of ‘‘at least 200,000 tons’’ of grain
be started immediately to provide sorely needed aid to the present
French Government. Caffery notes that the reduction in bread
rations on 1 Sepitember precipitated violent demonstrations and
strikes throughout France, many of them Communist inspired.
Caiffery believes that a further reduction would deliver a ‘“‘severe
set-back’’ to the present conservative trend in France.

(C1A Comment: CIA concurs in this estimate of the desperate
need of France for wheat and the obvious political repercussions
which would result from the lack of it.)

De Gaulle does not desire office until next spring--Caffery
has received confirmation from Palewski, De Gaulle’s principal
ndviser, that General De Gaulle ‘‘does not desire to take office
unitil next spring.”’ According to Palewski, De Gaulle is working
“actively and efficiently’’ to win the support of the non-Commu-
nist labor groups. '

RUMANIA: Communist campaign against Tatarescu--US Minister
Schoenfeld believes that the early removal of Foreign Minister
Tatarescu may ke indicated by strong Communist press attacks
against Tatarescu for his alleged connection with Foreign Office
leaks to the US-UK,as revealed by evidence in the Maniu trial. The
UE Military and Naval Attaches comment that these attacks fore-
shadow the dissclution of Tatarescu’s Dissident Liberal Party.

Cabinet approves Michael’s attendance at Elizabeth’s wedding--
Schoenfeld also reports that the Rumanian Cabinet has consented
to King Michael’s attendance at Princess Elizabeth's wedding. Schoen-
feld has been told by his British colleague that the UK Foreign Office,
although suspicious of the Communist-dominated Cabinet’s motives,
does not expect any action against Michael prior to the London CFM
meeting. The Foreign Office, accordingly, recommends that Michael
return to Bucharest before the CFM meats.

Approved for Release: 2018/09/26 C02643634
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(CIA Comment: CIA believes that the Londen CFM meeting
will not affect the timing of Communist plans to eliminate the
monarchy in Rumania. CIA continues to believe- see Weekly Sum-

- mary of 24 October, page iii -that the Rumanian Government may

take advantage of Michael’s absence either to prevent his return
or to arrange for Carol’s return.)

. POLAND: Escape coordinated with General Anders--According to

US Political Adviser Murphy in Berlin, preliminary interrogation
of Polish Peasant Party deput;r leader Baginski reveals that his
escape was ‘‘coordinated with'® General Anders, formerly Com-
mander of the UK Polish Corps and now connected with the emigre
Polish Government in London. Baginski also disclosed that he and
Mikolajezyk had 24 hours advance notice that the Government was
going to take action against them.
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Y - EUROPEAN RECOVER

Bevin has personally and informallv suggested to Ambassador.

Douglas that an Export-Import Bank loan of $700 million be made L
to. the UK (see item 1).

. - GREECE
C

Establishment of a Popular Civil Guard and a Direction of Home
Afiairs by the ‘‘Democratic Army of Greece’’ indicates that the

guerrillas believe that they will soon be strong enough to hold and
administer large areas in northern Greece,

CHINA

.- Thesixth Communist offensive in Manchuria has failed to dislodge
€ - - the National Government from its main positions, but has caused
severe damage to Natlonalist mmtary effectiveness in that area
(see item 6).
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GENERAL

Bevin suggests US loan to protect UK gold reserve--Following
“purely personal and informal’’ discussions, Bevin has transmitted
to US Ambassador Douglas an unofficial memorandum on possible
methods of reinforcing the UK dollar position until the European
recovery program can become operative. The memorandum sug-
gests that a loan of $700 million be made by the Export-Import
Bank against collateral now held for an RFC loan. Douglas feels
that, despite several technical objectives, the suggestion has merit
and should be explored, because it would obviate: (a) going to
Congress for an interim appropriation for the UK; (b) the placing
of further import restrictions; and (c) the necessity for any undesir-
able changes in UK foreign policy.

- EUROPE

- FRANCE: De Gaulle believed still opposed to German unity--US
- Ambassador Caffery, on the basis of conversations with persons

*close to De Gaulle,”’ reports that De Gaulle apparently still is
adamantly opposed to any central government or political administra-
tion for Germany. Consequently, Caffery considers that the present
French Government or a centrist coalition would be easier to deal
with on German problems than would a Gaullist Government,

Government to continue reforms in North Africa--Caffery
has been told by Secretary Chauvel of the French Foreign Office
that the Ramadier Government is going ahead with its projected
reforms in North Africa, despite the possibility that De Gaulle
might return to power.

advised i wait Deﬁmll.@.b.mm—-
indications that the French Communists now
- consider that a Communist-directed general strike at this time is a
“‘virtual impossibility’’ and that they should await further orders
from Moscow. Party leader Duclos has emphasized that a general
strike must be a prelude to a real uprising and has advised his
followers to ‘‘wait for De Gaulle to make the first move.”’

l’
kL7
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3. AUSTRIA: Increase in food ration sought--Commanding General

US Forces Austria transmits an appeal from Chancellor Figl for
US aid to increase the present Austrian food ration from 1550 to
1800 calories a day. The Commanding General comments that
without this aid the Austrian Government faces a hazardous future.
US Minister Erhardt in Vienna urges that this increase in Austrian
food ration be considered.

(CIA Comment: CIA agrees that failure to increase the food
ration will cause serious political repercussions; see Daily Summary
of 10 October, item 3.)

. BULGARIA: Notable increase in war fears reported--US Minister
Designate Heath reports that during the past week there has been

a ‘‘notable increase in war fears in Bulgaria.’’ Heath adds that
these fears result primarily from the intensified anti-US campaign
in the Bulgarian press and from numerous reports and rumors of
increased Bulgarian military activity, particularly along the Greek
and Turkish borders. Although Heath considers overt military action
by Bulgarian or Soviet forces unlikely, he believes that the reported
military activities may foreshadow an increase in the ‘‘scope and
effectiveness of their present clandestine aid.”’

(CIA Comment: CIA generally concurs with Heath’s analysis.
A more detailed review of these and related developments will
appear in the Weekly Summary of 7 November.)

NEAR EAST-AFRICA

. PALESTINE: Arabs accuse US of proselytizing for partition--Accord-
ing to US Embassy Baghdad, Azzam Pasha (director general of the
Arab League) has been informed by the Saudi Arabian UN delegation
that E1 Salvador, Chile, and ‘‘ a third South American state had
deserted the Arabs under US pressure.’”’ Azzam Pasha commented
that while the Arabs understand the internal political considerations
which determine US pro-Zionist policy, they believe that the US

should “‘at least leave the small states alone to form their own
opinicns.”’

Approved for Release: 2018/09/26 C02643634
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Azzam Pasha also has expressed his fear to US Embassy
Baghdad that the Arab states may not have sufficient votes to de-
feat the partition scheme in the UN. Azzam Pasha added that world
Jewry is “‘successfully propagandizing the US people into thinking
that the Arabs are bluffing about waging war against those powers
desiring to implement the partition scheme.’’

Iraqi Prime Minister Saleh Jabr has expressed the opinion
to US Embassy Baghdad that the Arabs will fight against implementa-
tion of partition although it is certain that, in the event of a conflict,
an “‘international police force would easily win.”’ ‘

FAR EAST

" “ | | the 5 Co offensive -
in Manchuria will end in mid-November. this
Communist offensive has succeeded in srupting the south Man-

churian economy and in inflicting heavy troop losses on the National-
ists, thus making it most difficult for the National Government to
launch any offensive operations.
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. EURGPEAN RECOVERY
‘ignificant new development. o
GREECE

The Greek Army/is seeki.ng mounhm artﬂlery pieces from the us
(see item 5) o

' CHINA ,
No signmcant new development - ‘
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. Possible Soviet proposal for withdrawal in Germany--US Embassy

Moscow states its view that any Soviet propcsal for the withdrawal
of occupation troops from Germany must be met with a categorical
rzjection by the US because failure to do so would ‘‘undo the gains
achiteved’’ by the Marshall proposals and convince Europeans that
the US is “‘reverting to its traditional isolationism.”’ The Embassy
comments that such a proposal might conceivably take the form of
2 general offer to withdraw all foreign troops stationed in terri-
tories which claim independence. :

. France will emphasize “‘security’’ issue at CFM--Chauvel, Secretary

General of the Foveign Office, has told US Ambassador Caffery that,
despite a French desire to reach agreement with the US on Germany,
French delegates to the CFM ‘‘for internal political reasons’’ will
have to emphasize France's determination not to sacrifice its
“national security.”’ Chauvel hopes that: (a) the US and the UK will
make clear at the outset the problems which must be decided, so
that the French people will place the blame for a conference break-
down upon Soviet delaying tactics; and (b) any French acquiescence
to the US and UK positions will be presented to the French public in
such a way as to minimize any apparent compromise of France’s
security requirements.

(Sonrpei
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4. FRANCE: De Gauile believed cool toward North African autonomy--
US Ambassador Caffery believes, on the basis of statemenis made
io kim by Soustelle (former Minister of Colon‘es under De Gaulle),
that should De'Gavlle return to power, his colonial policy would be
iess progressive than that of the present Government. On the sub-
ject of autonomy for the native populations of North Africa,
Soustelle showad “considerable reserve’ and appeared to believe
that such aspiraticns would disappear if the standard of living among
the natives could be raised.

{(CIA Comment: Such a reversal of French colonial policy
wouid quicken the pace of the North African independence movement,
inasmuch as all leading nationalist leaders consider the present,
relatively enlightened policy much too vague and slow.)

&1

-GREECE: Mountain artillery urged for army--Foreign Minister
‘Tsaldaris has reiterated to US Embassy Athens a request for
mouniain artillery for the Greek Army. The Embassy comments
that the lack of such equipment has come to be the current excuse
for the army’s failure against the guerrilias and expresses the
bellef that a few guns, ‘‘perhaps enough to equip one battalion,’’

should be made available.

(CYA Comment: Greek Army successes against the Italians
n 1940-41 were due largely to the Army’s efficient use of mountain
artiliery. Morecver, the guerrillas fear artillery more than any
other weapon.)

THE AMERICAS

that a Soviet ship left Mexico on 31 October
with a cargo of heavy crates which he believes contained Soviet
Embassy files.

{CIA Comment: Numerous reports have identified the Soviet
tmbassy in Mexicc as an important center for the direction of Commu-
nist activity in the Western Hemisphere. It is possible, therefore, that
ithe mbassy's files would contain information concerning the Commu-
aist movement that might be of value to the USSR but would be com-
promising if seized by the Mexican Government.) e

5. MEXICO: Removal of Soviet files suspected-

Approved for Release: 2018/09/26 C02643634
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-sador Cannon in Belgrade.reports that very slow progress.is being

made in establishing the Cominform headquarters in Belgrade. :
Yugoslav Deputy Foreign. Minister Velebit has told Cannon that th_ L
irst-issue of the Cominform fortnlghtly bunetin wm not be pub- e
ished before December. G P

EUROPE

2 GERMANY : Communists to center propaga.nda on dismantling problem-- .
. Headguarters European Command Frankfurt reports that the Commu-
‘nists of western Germany have been instructed through the Socialist
Unity Party (SED): (a) to channel Communist work through the trade
-unions; (b) to center propaganda on the dismantling problem; and
{c) to demand strikes and create unrest in order to embarrass the
Wesi:em Powers at the London Conference.

(CiA Comment: The USSR s clearly seeking to capitalize on
the universal German public opposition to dismantlings in order to
further its own efforts to obtain reparations in thé form of current
production rather than dismantled plants.)

Caffery reports that Soustelle, Secretary General of De Gaulle’s
Rally of the French People (RPF) has told Paul Reynaud that the
RPF is reconciled to 2 Ramadier Government for the present but

“‘would fight any other government formed henceforward.’ Caffery
says Reynaud views this as an ultimatum to himself or any successor
to Ramadier other than De Gaulle.

FAR EAST

| the Chinese Nationalist-Chief of Staff on 27 September.
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directed the Chinese Mission in Tokyo to change its objectives to
accord with a Nationalist change of policy ‘‘to the effect that the
Chinese Government no longer collaborates with the US Govern-
ment in China.”’ Source stated further that the Chinese Mission

in Tokyo would direct its ‘‘lesser chains of agents’’: (a) to criti-
cize US proposals regarding the Japanese peace treaty; and (b)

to suggest tha.t Us activity in the Far East is designed to reduce
Japan to a workshop and will make the Far East the battleground
of a new war.

(CIA Comment: It appears unlikely that China will pursue
- an unreserved anti-US policy in advance of a firm US decision on
aid to China. Nevertheless, the Chinese will probably continue to
attack US aims in Japan in an effort: (a) to exert pressure upon
the US to expedite aid; and (b) to strengthen China’s “‘bargaining
‘power’’ in any Japanes: peace negotiations)
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GENERAL

1. Bevin sets new policy restrictl% ‘sale of jets--Bevin has told US
Ambassador Douglas that the UK will make no further sales of jet
aircraft or jet engines to any country unless there is ‘‘complete
“reciprocity,’” a condition which will prevent further sales-to the
USSR, :

Bevin also declared that: (2) the UK will probably have
o honor the contract calling for the delivery to the USSR of six
jet aircraft and 55 jet motors late in 1948, but he will delay ship-
ment as long as possible (see Daily Summary of 5 November,
.. item 2); (b) the UK will issue no visas to Sovlet citizens for the
-’ purpose of visiting UK aircraft plants; and (¢) he will authorize
no additional jet sales to anyone, including Argentina, until he has
discussed the matter with Secretary Marshall in London.

., Bevin also told Douglas that this contract with the USSR
" was made “‘without his full knowledge.” Douglas comments that
Bevin is embarrassed and disturbed by it,

w 20 (Pessible reversal in UK attitude toward Trieste--Accordmg to US

Ambassador Cannon in Belgrade and US Political Adviser Joyce in
Trieste, several British officials in Belgrade and Trieste now be-

‘lieve that the present settlement in the Free Territory of Trieste

(F'TT) is unworkable 4nd therefore recommend that the southern
zone of the Territory be awarded to Yugoslavia and the northern

W’ . zone (now occupied by Allied Military Government) be given to

Kaly. Cannon has been told by a British Embassy official in Bel-
grade that such a solution is in accord with present British Foreign
Office thinking.

‘ Both Cannon and Joyce believe that US withdrawal from FTT
would not only result in the loss of Trieste but would provide “in-

' calculable encouragement to Soviet purposes’’ in the troubled regions
'of the world. Cannon urges that the Department have a full exchange
of views before the British Foreign Office plan crystallizes.
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- EUROCPE

3. RUMANIA: Implications of cabinet changes--According to US

3.

Minister Schoenfeld, the Rumanian Government, by appointing
fna Pauker and Vasile Luca as replacements for Tatarescu and
Ajexandrini as Ministers of Foreign Affairs and Finance, must
now be considered ‘‘purely Communist.”” Schoenfeld pomts out

that the Communists now hold the six most important cabinet
posts, the remaining being awarded to parties completely under
Communist control.

King Michael’s private secretary has commented to Schoen-
feld that ‘‘the crisis has come upon Queen Helen and Michael faster
than they had anticipated”’ and that he feared ‘‘they were nearing
their end.”” A UK Foreign Office official has observed to US Am-
hassador Douglas in London that Michael will probably be elimi-

‘nated in the near future, if he returns to Bucharest following

Princess Elizabeth’s wedding.

. AUSTRIA: Increased food rations authorized--The US Depart-

ment of State has advised US Commissioner Keyes and US Minis-
ter Erhardt in Austria that they should inform the Austrian Gov-
ernment to proceed with an increase in food rations if these two
officials agree that the future of the Government demands such an
increase. The Department recommends, however, that the increase
be kept to 2 minimum, as no assurance can be given of additional
US funds until after Congressional action has been taken. '

GERMANY: Possibility of ‘‘Soviet republic’’ discounted--Acting
Political Adviser Riddleberger in Berlin is skeptical of current
rumors that the USSR plans to establish the present Soviet Zone

in Germany as a Soviet renublic. Riddleberger considers that such
a step would represent a radical departure from the basic policy
and propaganda of the USSR which professes to support the unity of
Germany against the desire of the Western Powers for its partition
and exploitation. Riddleberger observes, however, that the USSR
mway take some less extreme action, such as the establishment of

a zonal governmen: along national lines or the promotion of a new
political grouping for non-Communist elements.

g
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(CIA Comment: CIA concurs with this estimate, Moreover,
CIA considers that the USSR does not at present desire to make
nastem Germany into a participating member of the USSR or an
“independent’’ satellite state,)

CZECHOSLOVAKIA: Estimate of Communist gains in Slovakia--
US Ambassador Steinhardt belleves that the political crisis created
in Slovakia by the Czechoslovak Communist Party may result in
some gains for the Communists in the provincial government of
Siovakia, but will not enable the Communists to take control of the
Czef:hoslovak Government, Steinhardt adds that Communist tactics
in this matter have convinced non-Communist party leaders that
ms’ly by the closest cooperation can they avoid being eliminated
irom the Government one by one,

FRANCE: Cominform.results in Communist defections--US Am-
bassador Caffery reports the view of a “‘reliable and well-informed
source of the non-Communist left’’ that a crisis within the French

-Communist Party, resulting from the establishment of the Comin-

iorm,is about to come into the open. Source reports that defections
irom the Party have taken place as a result of concern over its sub-
servience to Moscow.

Poland accepts treaty proposals--Secretary General Chauvel
of the Foreign Office has told Caffery that the Polish Government
has suddenly ‘‘executed an about-face’ and has accepted almost all
the previously-rejected French proposals in the negotiations for a
mutual assistance treaty between Poland 'and France. Chauvel told
Caffery that the French Government does not wish to sign such a
treaty at this time and will try to prolong the negotiations indefinitely.

I"'AR EAST

SIAM: Possibility of counter coup against recent coup ¢’etat--US
Ambassador Stantor in Bangkok reports that General Luang Phibun
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Songzram appears to be temporarily in complete control of the
situation in Bangkok following the coup d’etat of 9 November.
Stanton also reports that clvilian political leaders Pridi and Pre-
mier Dhamrong and Generals Adun and Wirawat have fled Bangkok
and may establish a legitimate government outside Bangkok and
rally military forces to their support.

(CIA Comment: A counter coup from cutside Bangkok led
by Pridi and Adun and supported by their adherents in the govern-
ment, army, and police, remains a distinct possibility.)

%W’ 9. INDONESIA: Three-Power Committee deliberations--The US
representative on the Three-E mmittee of Good Offices
reporis from Batavia that both the Dutch and Republican repre-
sentatives have made it clear that there is little chance of effective
political discussions untfl an agreement has been reached concern-
ing implementation of the Security Council’s cease-fire order. The
representative reports that there is no agreement regarding a site
for future negotiations and, in view of a continued deadlock, a US

- naval vessel may have to be used as a neutral meeting place.

THE AMERICAS

o inform the Panamanian Gov-

@ | 1 : ASs sy

had ernment that: (a) the US is unable to make further concessions
regarding the proposed defense sites agreement; and (b) a ten-year
lease with a ten-year renewal option on the Rio Hato base ‘‘repre-
sents the absolute minimum US requirements.”’ :

"’
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CRITICAL SITUATIONS

o EURo‘iaEAN RECOVERY - s
* “No»signiﬁcant new development ' e

RN

The Greek high command has formulated plans for a winter cam- |
paign against the guerrillas (see item §6). -

o S cHIvA
(@ No significant new development.
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GENERAL

. Molotov denies Soviet intention of withdrawal from Germany--US
Ambassador Smith reovorts from Moscow that, in a conversation
with the French Ambassador to the Soviet Union, Molotov is
renorted to have stated: (a) the Soviet Government had no intention
of withdrawing troons from Germany; and (b) the Soviet Government
had not changed its nosition in any way since the Moscow CFM.,
Smith commen‘ts that he does not ‘‘accept this statement by Molotov
as fimal.’

UX _stand on nossible withdrawal from Germany-~According
to US Embassy London, the UK Foreign Office now feeis that the
USSR may nronose at the CFM a general withdrawal from Germany,
Current Foreign Office thinking is that if the USSR oronoses a gen-
eral withdrawal from Germany, such a oronosal should be rejected
on security grounds. The Foreign Office feels that the USSR should
be informed that it is necessary to keep trooos in Germany until
the security nroblem is solved, nossibly by a four-nower pact.

. Mikolajezyk requests nermission to come to US--US Embassy London
reports that former Polish Peasant Party leader Mikolajezyk has
requested nermission for himself and three aides to come to the US
next week for an indefinite stay.

. “‘Seft’’ UK policy toward Yugoslavia noted --7JS Ambassador Cannon
in pelgrade revoris that he has observed a shift to a “‘soft shase’’ in
UK solicy toward Tito and that, in reaction to this shift, there is a
marked falling-off in anti -Brltxsh pronaganda in the Yugoslav press.
Cannon consnders that present UK nolicy may be based on the ‘‘mis-
anorehension’’ that Tito is a free agent and on the belief that a UK-
Yugoslav nolicy may be established independently of UK-USSR
nolicy or other British nolicies. Cannon feels that, excent in times
of crisis, basic US nolicy must in the future be shaoed on the assump-~
imn that the US ‘must carry the burden”’ ‘and may at times have to
“‘go it alone.’
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(CIA Comment: The UK will probably seek every opportunity
to trade with the Satellites in the belief that, in the long run, the re-
establishment of normal commercial relations between Eastern
Europe and the West is essential to British and general Eurcpean
nrosperity. The current “‘soft phase’’ may therefore reflect a UK
desire to insure the success of the trade and financial negotiations
now in progress with the Yugoslavs. The Yugoslavs appear ready
to conclude a seitlement of certain financial elaims of the UK and
to make a trade agreement providing the UK with needed food and
materials.) \

EUROPE

AUSTRIA: Continued military occupation believed imoerative--
Commanding General US Forces Austria believes that US occupation
of Austria must continue until a satisfactory treaty can be concluded
because: (a) premature withdrawal of US forces would be interpreted
in Austria as a ‘“‘weakening of our expressed determination to estab-
lish Austria as a free, independent, and democratic state’’; (b) such
a withdrawal would expose the present Austrian Government to Com-
muaistic pressure and might result in its early downfall; and (c)
Austria’s strategic position is one of supreme military importance.
General Keyes believes, however, that occupation forces should be
reduced by a four-power agreement.

P—

e e ¢ T T p——

FRANCE: Onen onnosition to CGT Communist leadership -- 3.3(h)(2)

that prior to the current National Congress

of the General Confederation of Labor {CGT), non-Communist dissi-

dents in the CGT resolved: (a) to remain within the CGT as an organ-

ized minority in order to promote ‘‘democratization’’ of the Confedera-

tion; (b) to oppose efforts to make the CGT a servant of any political

party; and (c) to offer strong support to the European recovery pro-

gram, this is a further indication that 3.3(h)(2)
recent Communist violence against Socialist groups has drawn to-

gether the Socialist groups that were previously divided and has

further isolated the Communist Party. .
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(CTA Comment: This is the first onen opposition bv non- .
Communist elements to the CGT’s Communist leadershin, )

6. i : paign against puerrillag-{ = |
the Greek high command has drawn

o
N/
7.
“/
8.
\

un vlans for a winter campaign against the guerrillas to begin on

15 December, The plans also call for an all-out spring offensive
(commencing on 15 March) designed to eliminate the guerriilas from
Greece prior to 30 June 1948, that while the decision
to carry on onerations during the winter is an encouraging sign3 the
“zggressiveness and efficiency in execution remain to be seen.’’

NEAR EAST-AFRICA

PALESTINE: US denies nroselytizing for nartition-~The Depart-
ment of State has informed US Legation Damascus that while the
Latin American delegations at the UN are not under US pressure
to support nartition (see Daily Summary of 6 November, item 5),
they are subject ‘‘to considerable persuasion by national chapters
of the highly-organized and well-financed Jewish Agency.”’ The

Devartment adds, however, that US renresentatives have not hesitated

to explain and defend to representatives of foreign powers at the UN
the official US position on partition,

TRAN: British reportedh s arms an--US Ambas-
sador Allen reports that has received
information that the British are attempting to influence the Majlis

against ratifying the agreement for the purchase of US military
supplies. Allen believes that the British opposition may be due to
the desire: (a) to limit Iran’s dollar expenditures (the UK has agreed
to permit Iran to convert current sterling earnings into dollars); (b)
to supnly Iran with British military equipment; and (¢) to restrain in~
creased US activity in Iran,
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9. SIAM: 3 ctions to the coun d’etat-

10,

11. PANAMA- Racent dofense-sites developments --
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FAR EAST

ne & November coup was le a

relatively -unknown group of military and political figures, in

order to attract a public following, this group first selected as its
leader General Adul, Commander of the Siamese Army. The group
turned to wartime-dictator Marshal Phibtul when General Aduil

sought to halt the coup. The Attache believes that the strength of

the group is “‘tissue-paper thin’’ and could be broken easily if cle~
ments of the former government and its adherents rally immediately,

US Embassy Paris reports that the French Foreign Office
is verturbed by the coup because of Phibul’s Axis collaboration and
his attack on French Indochina in 1940-41, On the other hand, US
Embassy London believes that the UK Foreign Office would prefer
the Phibul regime, if it remains in power, to prolonged civil strife.

KOREA: Indications of possible unilateral Soviet withdrawal--US
Political Adviser Jacobs reports that there are indications that
Soviet military forces are removing heavy equipment from North
Korea, possibly to be ready for prompt action when orders for with-
drawal of personnel are received, Jacobs states that Soviet officials
In Pyongyang have recently restricted the movements of US liaison
officers there and have pressed them for information concerning the
possibility of an evacuation of US forces from South Korea,

THE AMERICAS

a) a coalition of prominent Panamanian poli-

Panamanians now subscribe to the view that the

tical leaders, under the leadership of ex-President Harmodio Arias,

3.3(h)(2)

3.3(h)(2)

is about to nominate the present Panamanian Ambassador in Washington,

J.J. Vallarino, for the presidency; (b) Vallarino, despite his known pro-

US sympathies, can now be expected to join Arias in opposing the US

views on the Panama defense-sites negotiations; and (c) many prominent

should be suspended and the US permitted, until after the Panamanian
elections in May 1948, to occupy the bases ‘‘illegally,”
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12, ARGENTINA: Relations with USSR --US Charge Rio de Janeiro re-
poris that, according to the brazilian Foreign Minister, President
Peron told the Brazillan Ambagsador in Buenos Alres that severance
of Argentine-USSR relations would constitute Argentine acquiescence
in the US ‘‘desire’ to speak and act for the entire Western Hemisphere
vis-a-vis the Soviet Union, and that Argeniina therefore has decided
not to break relations,

(CIA Comment: The Communists have repeatedly asserted
that Chile’s and Brazil's severance of relations with the USSR was
the result of pressure from the US, This is the first indication thai

(o Argentine officials are entertaining any such views,)
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‘No significant new de_velopment.

Document No. 0 Z 7

NO CHANGE in Class. []

|

[] DECLASSIFIED @
= Class. CJANGED TO: TS S
" » DDA Memo, 4 Apr 77
-1 Auth: _DDA RIG. 77/1763

Date: © APR 1978  By: 0};

Approved for Release: 2018/09/26 C02643634



-1
viv -

Approved for Release: 2018/09/26 C02643634

EUROPE

FRANCE: Ramadier Government ‘‘no weaker’’--US Ambassador
Caffery believes that Ramadier’s position is no weaker than it was
iwo weeks ago and is ‘‘perhaps even somewhat stronger,”’ Caffery
sugpesis that Ramadier has gained strength because De Gaulle has
clearly indicated that he does not wish to return to power at this
iima and because the Parliament is unwilling to risk a premature
showdown with the Communists by voting Ramadier out of power
when there is no successor in sight. Caffery points out that on 30
October, when the Ramadier Government received its slender vote
of confidence, it was generally believed that the Government’s sur-
vival was ‘‘a question of days."”’

Communists reported promoting coal strike--A ‘‘reliable
anti-Communist French trade unionist’’ has told Caffery that the
Communists are now attemnting to create discontent among French
coal miners in order to bring about a strike in the coal industry.
According to Caffery’s informant, the Communists consider that
such a strike would cripple the effort of the Government to stabilize
the economy and would create an adverse reaction in the US,par-
ticularly in Congress.

ITALY: Treasury Minister’s views on currency stabilization--US
Ambassador Dunn reports the emphatic opinion of Treasury Minister
Del Vecchio that no arrangement can be made in the European re-
covery program for the free convertibility of European currencies
{(as suggested in the CEEC report) until there is a stabilization of
these currencies at their proper levels. Del Vecchio believes that,
wecause of the reluctance of any one government to take action

ahead of the others, the initiative toward stabilizing currencies will
have to come from the US.
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NEAR EAST-AFRICA

3. INDIA: Congress leaders seek collapse of Pakistan--A high
British Foreign Office official has expressed the opinion to US
Embassy London that the troubles between India and Pakistan
are likely to become much worse. The official believes that
Congress Party leaders accepted the establishment of Pakistan
as the price of independence and are now attempting to bring
about the collapse of Pakistan and its subsequent reunion with
Incdia.
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GENERAL

Soit-UK policy toward Yugoslavia discounted--US Embassy London
reports that it detects no softening of UK policy vis-a-vis Yugoslavia
(see Daily Summary of 12 November, item 3) and that Foreign Office
oificials have no illusions about Yugoslavia’s position as ‘‘an aggres-
sive junior partner in the Soviet hegemony.”’ The Embassy adds that
UK trade negotiations with countries in the Soviet orbit should not

be considered appeasement. The Embassy agrees that the US must
‘‘carry the burden’’ vis-a-vis Yugoslavia but considers that the UK
is willing to help as much as it can, : '

The Embassy also reports that the Foreign Office: (a) opposes
setting up the Free Territory as planned, because Yugoslavia would
eventually annex it; and (b) in order to keep Trieste in the Western
orbit, favors placing the present US-UK zone under Italian sovereignty
and giving the Yugoslav zone to Yugoslavia (see Daily Summary of
10 November, item 2).

EUROPE

AUSTRIA: Ration increase to be announced--US Minister Erhardt
2nd US Commissioner Keyes report that the Austrian Government
will be authorized to raise the basic caloric level to 1700 beginning
15 November (see Dafily Summary of 10 November, item 4), The

1S officials. who indicate that the Austrian Government remains :
firm in its bellef that the basic caloric level must be further raised
to 1600, add that they consider such an increase to be “‘inevitable.””

. GREECE: Refugee problem growing--AMAG Chief Griswold reports

that the Greek refugee problem (see Daily Summary of 27 October,
item 6) is too great to be handled by the Greek Government, or by
AMAG, unless the whole Greek reconstruction program is abandoned,
Griswold recommends that the US authorize another agency, with not
more than $50 million of additional funds, to handle the refugee prob-
lem until 30 June 1948,s0 that AMAG can carry out its original pro-
gram. '
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FAR EAST

4, BURMA: Possible Communist reunion with Anti-Fascist League--
Premier Thakin Nu has told US Charge Packer that he plans to in-
vite the Communists to rejoin the Anti-Fascist League after they
have been disarmed. Although Thakin Nu says he is aware of Com-
uwnist ‘“Trojan horse tactics,’”’” he considers that the Kremlin does
not direct Burmese Communists and that Burmese religious fervor

preciudes strong vopular support of Communism.

{CIA Comment: Because Thakin Nu appears to be the only
member of the Burmese Cabinet in favor of the rapprochement, he
wmay have considerable difficulty in effecting the reunion,)
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GENERAL

Embassy Moscow's views on.Soviet aims in Palestine~-US Embassy

Maoscow renori:s its conviction that Soviet policy on the Palestine
question ts ‘‘deliberately calculated to insure unsettlement, rather
than settlement, and to create maximum difficulties for the British
and Americans in the Near East.”” The Embassy believes that Soviet
sunport of partition reflects the Kremlin's declston that: (a) both
Surope and the Asiatic colonial areas are “‘softer’’ for Soviet ex~
ploitation than the Near Hast; and (b) ]’ewa and other minority groups
nrovide the ‘only immedintely useful tool’’ for softening up the Near
Eret for “‘eventual strailght Communist cultivation,” in view of the
weskness of indigenous ijmmum::u movements in the area,

UK relterates stand cn British troops in Palestine~-The UK
kas delivered a note to the D-em ‘tment of State emphasizing its
iceision not to alism’ either “‘the British administration or British
dea in Palestine’” to be u,:,eu for imposing 2 settlement unaccept~
”ie to both Jews and Arabs, The UK considers that: (a) it would
“playing the Soviet Urion's garae’’ $o allow British troous to be
rabroiled in repressive -wi-m in Palestine against either Jews or
Ar"mw and (b) the hestility arcused by the use of British troops
rould hm directed golely against the UK even though the troops

o~

\m:wld be acting a8 opents of the TN,

23 ”:fpsi:'f
I“ Y

3 oy
{f,}

u/hchael undecided whet Leh to return to Rumanis --US Ambassadoy
Calfery renorts from Davis émas he has Béen told by a former Minis-

ter of the Rumanian Government that King Michoel “‘would vory

much like to talk to some renresentative of the US Government'’

while in London. Michasl reporiadly sald that he is undecﬂded

whether to return to Rumania, where his situation is “extremely
difficult,”’ and thet he would decide only after talking with a US

TEDPY asentatwe,

EURCPE

YRANCE: Current French Communist tactics --US Ambassador
Caifery reports that according to qualj,;xed observexs including
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members of the non~-Communist left and Interior Ministry, the
 ommunists, “‘knowing that a showdown with De Gaulle is inevitable
and aware of the fact that the latter does not wish it to occur until
next spring, ” are fomenting increased public disorders and social
unrest in order to force De Gaulle to make his bid for nower vre-
maiurely. Most observers believe that the Communists will continue
to promote local and regional strikes (which will prevent the Govern-
ment from stabilizing the economic situation) and ‘““will reserve the
weanon of a general strike for the moment when De Gaulle endeavors
to come back to nower.”’

{CIA Comment: CIA concurs in this estimate of Communist
intentions in France. This revort, together with reports of Com-
munist-instigated disturbances even in Belgium (where the Com-
munist Party is relatively weak), suggests that a further Commu-
nist motive may be to arouse the fear in the US Congress that all of
"Nestern Eurone is so dominated by Communism that US backing of
the European recovery program would be useless,)

UK: Bevin's views on international vroblems --According to US
¥mbassy London, Bevin has exnressed to visiting US Senators the
ioliowing views: (a) a solution accentable to both Arabs and Jews
eould nrobably have been worked ont in Palestine last year if it

were not for the activities of US Jewish organizations; (b) it appears
that the UK ‘“‘gamble’’ in leaving India will be successful desvite
initial massacres; (c) the best chance of getting rid of Franco is to
leave him alone, because ocutside interference will only rally Spanish
nride to his supnort; (d) France is the ‘‘keynote to the restoration

of the Furovean economy’’; and (e) Greece must be held because it

is the “‘keynote to the whole Mediterranean situation.’’ The Embassy
adds that Bevin made a ‘‘very favorable impression on the Senators.’”’
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CRITICAL SITUATIONS

&% k. EURGPEAN RECOVERY
Né signiﬁcant new development

- GREECE

o Rightist Greek labor leaders are apparently attempting to oust
"fmoderate elements from the Greek Confederation of Trade Unions.
‘Such action would have repercussions in socialist Europe and
* "would likely cause British labor elements to bring increased
( " _pressure. on Bevin to withdraw remaining UK troops from Greece.

CHINA
Chiang Kai-shek's concern about ammunition shortages and the
danger of runaway inflation appears to have been intensified by the
prospects of further Chinese Communist offensives this winter and
the belief that the US aid proposals thus far disclosed will prove
_ far from adequate.
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Embassy Moscow suggests information research unit-~In order to
combat Soviet efforts to nullify any US program of aid for Europe,
Ambassador Smith in Moscow recommends that the US launch a
comprehensive campaign to counter Soviet propaganda and unmasiz
Soviet actions. Smith pronoses the establishment of a research
unit which would seek methodically, objectively, and factually to
expose false Soviet assertions, debunk Soviet propaganda, and
¢larify US policies. He emphas:zes that the most important objec -
tive of the program should be to counteract the ° terrible and develop~
ing fear of imminent war which is overpowering Europe’’ and wkizh,
under Soviet stimulus, has become one of the greatest deterrents to
the suceess of the Euronean recovery vrogram,

EUROPE

FRANCE: Socialists oppose Re ud--US Ambassador Caﬁery
repor's that although Paul Reynau% is “‘increasingly mentloned

as a possib!e successor to Ramadier, Caffery has been ‘‘reliably
informed”’ that a number of Socialists inciuding Blum, are opposed
just now to the ‘‘Reynaud solution.”’ (De Gaulle has also been re-~

ported as opposed to the return of Reynaud; see Daily Summary ot
8 November, item 3.)

MRP leaders hope De Gaulle return unnecessary--Two
leaders of the Popular Republican ﬁovement (MRP) have expressed
to US Embassy Paris ‘‘qualified optimism’’ that France, with US
aid and an energetic government in power, may be able to weather
the coming winter and make a ‘‘De Gaulle solution unnecessary.’

One leader told the Embassy that the situation had changed materialiy
during the past few days and that MRP is now negotiating to creatc a
new cabinet which would include a prominent representation of RCR
(primarily Radical Socialists) and Independents, with the Socialists
and the MRP in ‘‘supporting positions.”’

} The Embassy comments that because of the severe electoxa!,
deieat of the MRP, many political leaders doubt that an MRP premier
would have sufficient public support to last very long.

Approved for Release: 2018/09/26 C02643634
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TOLAND: Griffis’ comments on Polish situation--US Ambassador
Gridis in Warsaw revorts that,during his six months as Ambassador,
- N - - - 23 .

there has been ‘‘a continucus deterioration’’ in US-Polish relations.

Griffis foresees ‘‘no immediate or far distant nossibility whkatseever®’

of any change either in the present form of government or in the gov-
ernment’s complete subservience to the USSR,

ay retain “‘Iilitary Mission’ -+ ]
that there are no indications of Soviet intentions

to withdraw troops from Bulgaria by 15 December in conformity with

the neace treatv and that Sgviet officers are examining vacant livirg
quarters in adds that the USSR may retain a “‘Military

Mission' i Bulgaria, although no specific agreement has apparently
baen made betvevn the Bulgarian and Soviet governments,

NEAR EAST-AFRICA

"PALESTINE: Single command for Arab armies claimed--According

to US Legatica Damascus, Azzam Pasha (Arab League Secretary
General) has informed the British Charge that: (a) the armies of the
Arah League states are now in fact under unified command; {) the
Arab League will subsidize the Transjordan Arab Legion if the UK

drops its subsidy; (c¢) a token Iraqi force will scon move to Transjordan;

and (d) King Thn Saud insists that Saudi Arabian troons be includzd in
thie Palestine border watch,
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FRANCE: No agreement reached on Ramadier successor--US : o
Ambassador Caifery reports that no agreement has been reached ‘
in French political circles on a possible replacement for Ramadier,
though there are strong indications that parties in the present gov-
ernment are considering a new cabinet headed by Leon Blum, with
Reynaud taking over the pottfolios of finance and national economy.
Caffery has been told by a leader of the MRP, however, that “‘it is
not at all certain that Blum will accept’’ and that there is ‘‘an equal
chance’’ that the talks between Blum and Reynaud may break down.

Police comment on Marseilles riots--US Consul Gray re-
poris from Marseilles that prefectural and Surete Nationale officials
maintain that the recent riots in Marseilles were ordered by Com-
munist leaders in Paris and were led by Communist shock troops,
as a ‘‘feeler’’ toward a nationwide general strike. There are
“‘reliable reports,’’ according to these officials, that rightist groups
such as the Rally of the French People (RPF) have also organized
shock troops to counter the Communists. The prefectural officers
believe that'the Communist shock troops *‘got out of hand’’ in
Marseilles and that events went farther and faster than Party R
leaders planned. S

ITALY: Reports of ‘‘civil war’’ discounted--US Embassy in Rome,
commenting on recent disorders in Italy, reports its view that a
“‘Communist coup de main is not imminent’’ because the disturb-
ances occur in widely separate areas and are not simultaneous.
The Embassy suggests that the Communist aim in these demonstra-
tions is “‘undoubtedly’’ to test the Party’s militant machinery and
to intimidate the public. The Embassy adds that Government police
powers are being applied with firmness and good judgment.

FAR EAST

. CHINA: Sino-US economic admin!stration for Taiwan--US Ambaésador

Stuart reports that Chiang Kai-shek, in a recent discussion of Taiwan
(Formosa), heartily endorsed ‘‘in principle’’ some form of joint

-2 -

Wansrry
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' JS-Chinese administration with emphasis on economic rehabilitation.
The Ambassador believes that the Generalissimo ‘‘may be willing to
act’’ because he is apparently cware of the growing Taiwanese dis-
content and the organization of an autonomy movement under capable
icadership.

(CIA Comment: Chiang Kai-shek gave his hearty endorsement
to & similar proposal made by Ambassador Stuart in late March, just
Zoilowing the revolutionary disturbances in Taiwan. While it is likely
that he would be disposed to favor concrete proposals for US economic
assistance in rebuilding Taiwan, he would probably oppose any far-
reaching controls or insistence on political reforms.)
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1 ANERAL

. Tialy may nronose partition of FTT~-US Ambassador Dunn has been
informed by an Italian Foreign Office official that Italy may petition

the UN to revise the Italian Treaty so as to permit the partition of
the Free Territory of Trieste: the northern zone, including the city
of Trieste, to go to Italy and the southern zone to Yugoslavia. Dunn
and UX Embassy Rome believe that US or UK initiation of such a
proposal at this time would ‘‘be detrimental to the US position vis-
n-vis,Yugoslavia and would be extremely harmful to US prestige in
ftaly.”’

. {C1A Comment: CIA doubts that Italy will present such a-
netition to the UN without obtaining prior consent from the US.)

Syrian official’s views on Arab vlans--The Syrian Defense Minister
has outlined td “‘the real Arab con-
ception’’ of the military situation in Palestine. The Minister stated
that: (a) the nucleus of the Arab Peovle’s Army--which is already
vartially organized and ncw undergoing training--consists of 40,000
Dalestine Arabs with foreign army or gendarmerie exverience; (b)
Arab Palestine can logistically sunnort the nresent force, will obtain
additional supplies from neighboring Arab states as the army grows,
and anticipates no armament or versonnel replacement probiem;
and {(c) Hagana (military arm of the Jewish Agency) has no more
than 50,000 trained men available. The Minister foresees a long-
term, harassing guerrilla campaign against Jewish communications,
utilities, and other facilities, eventually weakening the Jews ‘‘to the
point where they can be overrun,”’ The MA, in commending the
Minister’s ‘‘realistic anproach,’’ notes that he made no suggestion
that Arab national armies will be employed,

EUROPE

FRANCE: De Gaulle renorted favorable now to Blum-Reynaud-~
US Ambassador Caffery has been told by a ‘‘confidant of De Gaulle’’
ihat De Gaulle now considers a Blum-Reynaud government ‘‘the best

- Approved for Release: 2018/09/26 C02643634
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possible formula of transition’’ pending his own return to sower
and that De Gaulle would maintain an attitude of neutrality toward
such a government.

(CIA Comment: De Gaulle’s apparent change of attitude is
nrobably based on his desire not to return to nower at the present
time. De Gaulie is likely to refrain from violent attacks on any
non-Communist government until he feels strong enough to take
centrol himself,)

{ Bidauvit prefers Beynaud-Blum government--Bidault has
explained to Caffery that, although he is taking no part in the
current negetiztions toward the formation of 2 new government,
he would prefsr to have Reynaud at the head with Blum in the
secondary position. Bidzult prefers Revnaud because he thinks
that Blum is not preparcd to take 2 sufficiently strong stand agzipst
the Communists, Bidauvit added that Reyaaud has informed him re-
peatecly (hat Reynaud will not interfere in foreign affairs, Caffery
feels that Bidault is principally interested in remaining the ‘‘indis-
pensable man’ in the Foreign Ministry regardless of who heads the
government,

. GERMANY: Soviet state in eastern Zone reported fully prenared. -

U& Consul Generul Altaffer in Bremen has been * reliably informed”
that the Social Democratic Party of the western Zones of Germany
has “‘incontesteble evidence'’ that o Soviet state in the eastern Zone
of Germany is already ‘‘fully prevared,’’

(CIA Comment: Alihough the Scoviet Union may have drawn
un such plans, CIA doubts that it intends to put them into effect at
tiis time. CIA believes that the Soviet Union will hold them in
abeyance for nossible subsequent application as “‘retaliatory
measures,’’)

/!

USSR: Mosceow nlaces Htaly first on Cominform timetable--US
Embassy Paris reports that, according to Bulgarian and Hungarian
diplomatic sources in Paris, Moscow has decided to direct the main

Approved for Release: 2018/09/26 C02643634
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efforts of the Cominform against Italy and now considers France

to be of secondary importance. A ‘‘very reliablé leftist informant’’
has toid Ambassador Caffery that the Communists believe that
they mav be z2ile to seize power in Italy within the next two or

.three months.

{CIA Comment: It is likely that the Cominform will give
first consideration to taly, However, CIA does not believe that
the Communists have the strength or the intention to seize power
in Italy @hrmgh armed insurrection within the next two or three
months, )

NEAR EAST-AFRICA

IRAN: Allen opposes direct US aid at this time~-US Ambassador
Allen reports that the Shah and Prime Minister Qavam have again '
pressed for US aid to Iran. Allen is unwilling to recommend US
initiation of any direct aid program until the extent of Iranian
parliamentary opposition is determined. Allen has suggested to
Qavam that open discussion in the Majlis of the present US arms-
credit nroposal is the best method of ascertaining the extent and
weight of the opposition.

FAR EAST

CHINA: National Government leaders despondent over crisis--US
Ambassador Stuart reports his conviction that high Chinese Natioral
Government officials have become genuinely disturbed and despondent
because of the critical stage of developments in China, and are sircere
in their attempts to impress upon him the urgent need for US aid.

Chinese exchange assets rapidly depleﬂ§ -~Stuart also re-
ports that, according to estimates prepared by Dr.Young, Financizal
Adviser to the Chinese Government, China’s official holdings of for-
eign exchange, gold, and silver will be rapidly depleted in forthcoming
months and may be completely exhausted by April 1948.

Approved for Release: 2018/09/26 C02643634
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SIAM: New regime seeks foreign recognition--US Ambassador
Stznton in Bangkok reports that Siamese ex-Premier Thamrong

is apnarently pianning to set up a government somewhere in Siam

to opnose the regime instalied by the 9 November coup. Thamrong
and his supporters expressed the strong hope that recognition of

the new regime would not be accorded by the US and other countries,
Stanton bas been informed that the coup regime has made efforts

to gain support for recognition from UK, French, and Chinese diplo-
maztic representatives in Bangkok.

THE AMERICAS

ARGENTINA: Peron’s reported concept of US aims--US Ambassador
Warren in Asuncion has been informed by the Brazilian Ambassador
that Peron recently told President Morinigo that: (a) the US wants
all American nations to break relaticns with the USSR, leaving the
US the only link with Moscow; (b) the US has been bringing great -
pressure on Peron to break with the USSR; and (¢) Peron will sever
relations with Moscow only if the US does the same, (A similar re-

port was received recently from ancther Brazilian source; see Daily

Summary of 12 November, item 12.)
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GREE CE

M’odera.te Greek labor leaders have successfully_ resisted rightist i
efforts to oust them from control of the General Confederation of
Trade Uniong and have thus gained considerable utrength and

- prestige.
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GENERAL

Possible Soviet moyes in CFM indicated~-Acting US Political
Adviser Riddicberger in Berlin transmits, as an indication of

possible Soviet moves in the CFM, the reported remarks of a
hzgh Soviet Military Administration spokesman at a secret meet-
ing of German Communist functionaries. According to the report
evaluated as ‘‘probably true’’ and ‘‘from a usually reliable source,’
the SMA spokesman declared that Soviet representatives at the CFM
Msuld demand: (a) approval of the Socialist Unity Party (SED) in

{2 western Zones; (b) 2 plebiscite on political unity for Germany;
{c) reparaticns based on current production; (d) the use of Ruhr coal
v German industry only; (e) increased production of finished goods
in Germany; () the exportation of goods from the western Zones to
i USSR: and (g),the establishment of economic unity in Germany
with & central German administration. The Soviet delegates would
vzporiedly be prepared to make such ‘‘concessions’ as: (2) a re-
duction in size of the Soviet Army in Germany or else its withdrawal
heyond the Cder-Neisse line; (b) the cessation of the expulsion of
rafugees; and (c) an end to the dismantling of plants for reparations,

2. AMAG comment on UK missions in Greece~-AMAG Chief Griswold

Lolieves it important to dispel immediately the present uncertainty -
arong UK officials in Greece regarding the future status of the
Eritish military, naval, and air missions. Griswold reports that

the UK Embassy and the British missions had no advance mformation
af the US plan to give tactical advice to the Greek Army and ‘‘appear
bewildered’’ by it. British officials apparently assume that the
missions may be withdrawn. Griswold adds that US-UK relations

in Greece have been excellent and that he has given assurances that
the US desires the missions to remain,

EUROPE
FRANCE: Reynaud un unwilling to enter Government now~-US Ambas-

sador Caffery revorts that, prior to Ramadier’s resignation, Reynaud
said that he does not choose in the face of a possible general strike,

Approved for Release: 2018/09/26 C02643634
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o enier the Government ‘at this juncture.”” Reynaud reportediy
ecis that he would be a liability to the Government during 2 general
-ifes and that it would be better for him to enter the Government
tar the siviie was over.

«'nfizry also reports that Reynaud believes that the new
21 7ill bave o achieve a ‘‘gquasi-neutrality’’ with De Gaulle
anid taaa; it should include a member of the Gaullist varliamentary
o, waiifery considers it improbable that any member of the
e,,‘“uli:siz variiameniary inter-group will accept a cakinet portfolio
without D2 Gaulle's permission.

‘ﬁ&f;SR: uh vrotests Soviet restrictions upon US Embassy-~-US
™ r Smith has protested to Molotov the recent actions of
C vemment in restricting the importation of supplies
% zc? e efficient operation of the US Embassy and the
USSE to make available adequate offices and quarters
sv staff, Smith also told Molotov that ‘‘so long as

m

*: i the Soviet Government ’ the US will not apply similar
vm;;tmcc ve measures to Soviet nersonnel m the US.

TAR EAST

3TIAM: UK reactions o new regime--US Embassies Bangkok and
Yondon report that Pridi, Free Thai leader, (who has reportedly
soon considering a counter-coup) has ordered his adherents to re-
frrin from action and has announced his intention to leave Siam.
T2 UK Foreien Office reportedly takes the view that the UK, the
WJ%; aagd other concerned powers should continue the present nolicy
% on-recogiition nending clarification of the nature and objectives
D: The new regime.

"Approved for Release: 2018/09/26 C02643634
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IE AMERICAS

3. ARGENTINA: Peron’s misinterpretation of US aims denied--US
Ambassador Bruce states his opinion that President Peron did not
2211 the Brazilian Ambassador in Buenos Aires that the US desires
- the other American Republics to sever relations with the USSR (see
Taily Suramary of 12 November, item 12). Bruce comments that
tha Br a.zman Ambassador has repeatedly ‘gone out of his way'’ to
:seribe “evil intentions”’ to the Argentine Government,

{{"IA Comment: CTA also doubts that Peron made such a
=~tatement and continues to believe that Brazilian reports about
Argentina should in general be viewed with skepticism.)
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EUROPEAN RECOVERY
No significant new development.
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No significant new development.
CHIA
No significant new development.
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CTNERAL

1 allegedly snonsoring Balkan-Jewish emigration--US Minister
e Wlnfe id in Bucharest has been told by the British consul ihere
that: (a) two shios of Panamanian registry, rarrying an estimated
11,090 Jewish emigrants, are schedumd to leave Constanza some-~ .
time after 21 November; (b) there is a “‘high probability’’ that Sovist
zpents will embark; (¢) nreference is being given to young Jews who
knve received military training at camps in Rumania; and (¢) the
Ryritizh anticinate difficulty ia intercepting these ships since they

“ns et

have no warshins in the Rlediterranean from which fhese large trans-
pezts eon be boarded, Schoenield considers it a “safe inference’’
%ha% Liomsis in Rumania are working in close iiaison with Soviet
oificials {see Dailv Summary of 18 October, item 2}.

Satellite ral'a.ns for aid to Greek euerrulas-‘
nziders possxnly true ' a revort from the Greek General

Staif thaz members of the Yugosiav, Bulgarian, and Albanian Gen-

eral Staffs met recently near Belgrade in orcer to discuss Shatellite

- sunport of the Greek guerrillas, It was renortedly de'cided at the

conference: {3)to mcrﬂase guerriila sirength toa “‘valuabie comba-
tive force in the Balkans’’; (b) to improve guerrilla tactics by mili-

tary instruction; (¢) to tram a nuclens of guerrilla piiots in Yugo-

slzvia; and (6} to furnish artillery supvort and motor transporiation,

BEUROPE -

. FRANCE: Sicking of cruiser attribuied to Ccmmunists-~-French

cificizls have informed ‘of their belief that the sinking
of the Franch ba’tﬂe cruiser STRASBOURG at Toulon was not the
act of “‘thieves,”’ as reported by the press, but was the direct re-
sult of C ommunist sabotage. The officials report that Toulon navy
yard authorities recently had been warned that attempts at sabotage
would be made in the near future,
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4, ITALY: Communists pressing aitack cn De Gasperi--US Embesey

Rome has been Informed that Nenn:, leader of the Italian Socialist
Party (PSI), has stated that the PSI cmd the Communists are pre-
pared to sign with a new coalitlon government a truce (the terms

of which would exclude the PSI and the Comraunists) providerd that
De Gasperi yieclded the premiership to an Independent. Corbino,
Liberal Party leader, believes that this solution is the only possible
alternative to continued disorders and possibie civil war.

The Embassy,in interpreting the proposal as an effort by the
Socialist-Communist group to get rid of its arch-enemy, De Gasperi,
commenis that De Gasperi’s removal would impress the pubiic as
a Communist victory, weaken the anti-Commnunist alliance of the

Democratic Christians and the Right Wing, and promote Iurﬁea. crises

in the Government,

ApprOved fbr Release: 2018/09/26 C02643634
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GENERAL

1. Finnish-Soviet mutual defense pact believed possible--US Charge .
" Helsinki belleves tat, despite oificial Finnish denlals of the exist- ..

;. ence of a mutual defense pact with the Soviet Union, some under- -
 standing along these lines may have been reached during the Finnish
" Cabinet's recent visit to Moscow. The Charge was informed by the
Finnish Minister of Defense that the Moscow visit “‘has not yet pro-
.. duced any far-reaching resuits, although something important may

 “ be forthcoming soon.” ' : L

" EUROPE

2, FRANCE: Communists plan successive strikes in Paris--US Mili-
- tary Attache has been informed Gy a usually reliable source that
* the French Communist ‘political bureau has plans for successive
strikes in the Paris area with a general strike to follow in that
- area i Moscow so decides. Source also states that “‘Communist
C . - shock troops’’ will demonstrate against increased transport fares,
These demonstrations, source adds, will not be undertaken without
the Soviet Embassy’s anproval and are not to approximate an in~
surrection bocause Moscow does not want 2 Communist coup {0
gdin power but wanis rather to destroy the French economy.

_ Mollet may be acting for Communisis--US Ambassador
Caffery reports that a number of ¥ rench political ohservers are
wondering whether Guy Mollet, left-wing Socialist leader, “‘despite
Communist criticism of his action, may not turn out to be the French
Pietro Nenni,*’ Caffery points out that: (a) Mollet rallied 2 Social -
ist majority in the Socialist Directing Committee to defeat a2 com-
promise economic program, supported by Blum and Ramadier,
which probably would have avoided the present political crisis; and
(b) Mollet announced the proposed Blum cabinet before President
Auriol had advised Ramadier, thereby making it difficult, if not

~impossible, for Ramadier to remain as oremier. '
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FAR EAST

3. CHINA: National Government requests emergency US aid--US
Ambagsador Stuart reports that the Chinese National Govern-
ment is officially requesting immediate US aid ‘‘because the
situation in China has become so acute.’’ The National Govern-
ment requests payments of at least $25 million monthly, begin-
ning with next January, and proposes to carry out an internal
reform program broadly covering the economic, military, and
administrative fields. The Chinese Foreign Minister told
Ambassador Stuart that China is prepared to accept US super-
vision at least comparable to that contemplated in connection
with US aid to Europe, '

(CIA Comment: The Chinese proposal is the first official
reaction to the tentative outline of $300 million in US aid to China
recently suggested by Secretary Marshall. The expressed willing-
ness of the National Government to accept US controls and to

~ institute a ‘‘program of fundamental internal reform’’ indicates
the desperation to which the National Government has been re- ‘
- duced by deteriorating military and economic conditions. However,
whether the Nationalists are capable of effecting such reforms,
even if willing to do so, remains questionable.)
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No significant new development
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Hisoergy,

GENERAL

Iranian Government fears further Soviet action--US Ambassador
Allen rent;rts that the Soviet note protesting Tran’s rejection of the
oil nronosal has disturbed the Iranian Government, particularly

ihe statements that: (a) the Iranian rejection is incompatible with
normai relations between Iran and the USSR; and (b) the Iranian
Government must bear resnonsibility for the consequences of its
action. According to Allen, the Government fears that if the Soviet
declarations can be taken at their face value, the USSR plans %o
tike some further action against Iran. Allen has informed the
Iranian Foreign Minister that he does not regard any serious Soviet
action as imminent and does not think the Iranian Government ‘‘should
ioke vrecipitate action of any kind.”’

US reaffirms need for retention of British military missions in Greece--

The Denartment of State has informed US Embassy Athens that the
US decision to furnish additional military advice to the Greek forces
does not alter the US view that the British military missions should
remain in Greece (see Daily Summary of 20 November, item 2),

King Michael considering exile--King Michael has told US Ambassador
Tiovglas in London that he will be required to sign Communist decrees
or abdicate if he returns to Rumania. Michael declared that he will
not sign the decrees and that to abdicate would mean death or im-
prisonment. Michael asked Douglas whether, in the event of self -exile,
he might come to the US and issue a proclamation to his people.
Douglas believes that if Michael decides not to return to Rumania,

his statement should be published in Furope before his departure be-
comes common knowledge,

. Urgent nolicy decisions on Trieste recommended~-US Political Adviset

joyce in Trieste revorts that developments in the US-UK zone of the
Free Territory of Trieste have reached a noint where decisions on a
nolicy level can no longer be postponed without risking serious

deterioration in the US-UK nosition there. Although US Ambassador

J

-2 .
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Cannon in Belgrade believes that the present statute for the Territory
cannot succeed, he urges that the status quo be maintained until the
ocutcome of developments in Italy and France. the results of the CFM
meeting in London, and the effects of the European recovery program
can be ascertained.

Australia desires veto in Japanese peace settlement--The Department

oi State has advised Secretary Marshall In London that the Australian
Minister of External Affairs has been informed that the US is planning -
fo accede to the Chinese compromise suggestion for voting procedure

at the Japanese peace settlement. (Such a procedure, following the

Far Fastern Commission model, would permit exercise of the veto

by the US, the USSR, the UK, and China.) The Australian Minister

has indicated to the Department that Australia wéuld cooperate if it
cbtains either a fifth-power veto, or the power to exercise the British
veto,

¥UROPE

HUNGARY: Communists reportedly plan drive against US--US Minister
Chapin has been told by a “‘well-placed Government source’’ that the
Hungarian Communists are planning a strong anti-US campaign designec
to silence the Voice of America and to eliminate US influence in Hungzars.
Source stated that in this campaign the Communists would: {a) make
conditions for wives and chﬂdren of US officials ‘‘increasingly disagrze -
able if not actaally dangerous’’; (b) persecute Hungarian employees of

- the Legation; and (c) attempt to suppress US commercial films and the

US information service bulletin, Chapin believes that increased Com-
munist activity in Hungary is coordinated with some broad Soviet plan
for domination in Western Europe and reflects the ‘‘complete readiness’
of ihe Hungarian Government to cooperate with the USSR.

ITALY: Easing of war damage claims held necessary--US Ambassador
Dunn considers that payment by Italy of war claims advanced by nationais
of UN members will cause a severe setback to the internal economy »f
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italy. The claims, according to Dunn, total approximately 250 billion
lire of which some 28% is being sought by US citizens. Duna believes
that vayment by Italy of these claims will allow talian Leftists fo
contend that the US is ‘‘giving aid with one hand while demanding
reparations with the other.’”’ As a possible means of easing Italy's
financial burden, Dunn suggests either that: (a) the US allow Italy

to use in its budget the lira funds which will acerue from the new
interim aid bill; or (b) France, the UK, and the US agree to permit
setilement of these claims from the liquidation of German assets in
Ttaly. Dunn adds that he ““cannot stress too strongly the importance
and urgency of this matter.”’

AUSTRIA: Serious repercussions of currency conversion law--The
Cormmanding General US Forces Austria reports that the new currency

. conversion law is solidly supported by the Socialist Party and the Trade

Union Federation but is not popular with the peopl2. The law, he adds,
has: (a) already faced the Government with a ‘‘30-day period of eco-
nomic paralysis’’; and (b) presented the Communists “‘with the kind

of opnortunity they know well how to exploit.’’

US Minister Erhardt cites the “‘inept’’ timing of the law, the
first result of which has been to give the USSR ‘‘additional important
means of pressure on the Austrian Government.’’ ~
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CENERAL

. UK nosition_on Spain--US Embassy London has been informed by the

¥ F'oreign Office that Eevin has reached the following conclusions
vegarding Spain: (a) nothing further can be done until Gil Robles
(the leading political adviser to Don Juan) and Prieto (right-wing
3oclalist leader) have reached agreement on the interim Spanish
Government to follow Franco, including a decision as to whether
Don Jean will become chief of state; and (b) no consideration should
be given to approaching the Vatican for cooperation until it is clear
what course Gil Robles and Prieto will agree unon. According to
the Foreign Cffice, Bevin has informed the two leaders-in-exile
that he 1s encouraged by ‘‘the measure of agreement’’ they have
reached, and he has told Prieto that he is annosed to sanctions
against Snain and to intervention by the UN,

{I’rieto and Gil Robles met in London in mid-October with
tacit UK anproval and reached agreement on many major outstand-
ing issues which have prevented the formation of an anti-Franco
centrist coalition. However, they did not agree on the procedure
for forming an interim government. In order to compel Franco to
step down, Gil Robles pronosed to enlist the aid of the Vatican.

{Bevin has long believed that Spanish opposition groups, ex-
cluding Communists, should be encouraged to reach agreement on a
successor regime to Franco and that outside interference serves only
to strengthen Franco’s position. Bevin also feels strongly that the
‘Western democracies can not deal with Franco,)

London Doles critical of Mikolajczyk--US Ambassador Douglas in
London repvorts that Polish ‘‘emigre’’ government circles in London
are very critical of Mikolajezyk's past and present activities, Al-
though the London “‘emigres’’ reportedly believe that their president,
Zalewski, will remain the unquestioned head of Polish emigres in

Eurove, they fear that Mikolajezyk may split the Polish emigre move-

ment by attracting an important following in the US, (Mikolajczyk
was reported to be leaving by plane for New York on 25 November.)
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US Embassy
Paris comments that the nresent wave of Communist-sponsored
strikes is encountering organized resistance even in Communist-
dominated basic industries. The Embassy expects this resistance
to increase greatly if the new Government imposes a secret ballot
for strikes and nrovides adequate police protection for workers
refusing to go on strike. In many industries where secret ballots
iave been held, the majority of workers have reportedly opposed
strike action.

CZECHOSLOVAKIA: Benes’ views on Czechoslovak sityation--
“resident Benes has personally expressed to US Ambassador Stein-
hardt his belief that recent Communist defeats--in the Slovak crisis
and in the removal of Fierlinger, left-wing President of the Social
Democratic ™arty--have restored balance in the Government and
have bolstered the morale of non-Communist leaders and the gen-
eral public. Benes anticinates that the Communists will make at
least two more efforts to influence the May elections through intim-
idation, or even terrorization, but he believes that the severity of
any future crisis will be less pronounced. Steinhardt adds that the
Czechoslovak nresident, who avparently has recovered substantially
from his stroke, showed more hostility toward the Communists than
at any previous meeting,

NEAR EAST-AFRICA

IRAN: Allen urges US firmness vis-a-vis USSR«-US Ambassador
Allen believes that a US aerial map survey of Iran, as requested by
the Iranian Army, would be valuable and sees no objection to such
a project provided that the Iranian Government requests it, Allen
adds that, while the USSR would cite the survey as further evidence
of US control over Iran, a ‘‘timorous attitude on our part would be
construed as weakness by both Iranians and Soviets at a time when
we should maintain the positive policy vis-a-vis the USSR which is
showing good results at least in Tran.”’
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Embassy Moscow foresees no lmmediate Soviet sction--US
Cribassy Moscow renorts that it sees no indication ' ‘of any imme-~
oviet intention”” to implement the threat contained in the
%'z recent note nrotesting Tron's rejection of the oil nroposal.
42 Dmbagsy belleves that the note is ealenlated mainly to lay the
nasis for action at some more nronitious time and that ““the undue

e BN

THE AMERICAS

b, DOMINICAN REPUBLIC: Renorted arms purchase from Brazil--

U5 Ewbassy Caracas has beern informed by the Venezuelan Foreign

wiizister thot the Brazilian Government has sold to the Dominican

Reoublic elght 75 mm. cannon, 800 machine guns, 10,000 rifles,

& gaantity of ammunition. The Forelgn Minister ‘“‘considers
foregoing bevond the normsl needs of Trujillo and feels con-

ceivebly they are intended for use against Venezuela.”’
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‘raziiian Foreign Minister’s views--US Charge Key reports from i
Rio (e janeiro that Brazilian Foreign Minister Fernandes expects
ihe Liternational situation to “‘deteriorate rapidly”’ following tre
UMW conference in London and has exoressed the view that arined
conflict may “‘break out within a year.”’ Fernandes added that-

(s; e hopes the US will resist the attempt of the USSR to exclure

- irom German peace negotiations; and (o) both the Brazilian
~aguayan Governments are convinced that the ‘‘soft policy’’
oi thv: TJS toward Argentina has encouraged that country to orginize
2 “micdle hloc’’ between the US and the USSR.

- Paolicy board requested for U3-UK Zone--US Political Adviser

Joyee recommends that a board of  three senior officials on a policy
ievel’ representing the Department of State, the Combined Chiefs

of swedi, and the Department of the Army be formed immediately to
guide the US-UK Zone Commander in the formulation of policy de-
cisions on Trieste. Joyce believes that such decisions cannot bio
delayed without causing stagration in the local situation. He cites

as the most pressing problems: (a) foreign ezchange reguirements :
{t:} thz deteriorating internal fiscal situation; (c) the need to counter-
act Communist pressure on the school system; and (d) the financing
of the US information service,

RUROPE

. FRANCE: Little enthusiasm for Schuman Government--US Amwbassados r

Caflery reports that neither ¥'rench political ieaders nor the public

- have greeted Schuman’s Government with any great enthusiasm. Caffervy i

estimates that the new Government may last several months but that,
if it faiis to cope with preseni problems, its tenure may be ‘'z juestion |
of wezks or even of days’’, '

Army antlcipates no sericus trouble eneral Revers, I'rench :
Chief of Staif| (@) tae semy 3:3(h)(2)
anticipates no serious trouble during the present critical situafion but |
is vrepared to handle any eventuality; (b) experience indicates ihat i

-2 .
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when the Government/'supportis its actions with force, Communist
opposition backs down; and (¢) draftees being recalled to military
duty have recently shown a guick and patriotic response.

FAR EAST

INDOCHINA: French continue to play down offensive--According

to US Consulate Hanol, the French have claimed In an official
communigue that recent operations against the Vietnamese are

not on a large scale but are only local actions, The Consulate

poinis out, however, that the number of these local actions aprroxi-
maies a large-scale operation and expresses the opinion that con-
tinned French emphasis on limited objectives is designed to permit
graceful withdrawal if the fall campaign fails to achieve its purposes.

SIAM: Civilian-military rivalry in new regime- 3.3(h)(2)

warns that although the Khuang Abhalwong Government is
appzreatly succeeding in consolidating its position, the military
element in the coup group can still overthrow the civilian cabinet,
Abnitwong reportedly claims to be planning to eliminate Phibul’s

infivence in three months, but military figures believe that Phlbul’s

presence will be “‘necessary’’ for at least a year,

{CIA Comment: A protracted struggle for control of the
Government is in prospect. The struggle between the civilian ele-
ments in the coup, headed by Abhaiwong, and the nmilitary under
Phibul will be complicated by efforts of the ousted Free Thai move-
ment to regain power in the elections scheduled for February 1948.
The relative power of the army group is increased by the spli: in

“civilian groups between Abhaiwong and the Free Thais and may make

it possible for a military leader to take direct control as premier.)
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" The Greek. Government is considering the desirabﬂity of resuming
- pormal diplomatic relations with its northern neighbors. Sucha
- step would demonstrate Greece's good intentions before the UN and - .

" No significant new development.
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would pave the way for the possible re-establishment of the Balkan
E,ntente should the Satellites eventually install democratic governments.
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NEAR EAST-ATRICA

. IRAN: Possible action by disajfected elements from USSR --According

to US Ambassador Allen, the Iranian Army Commander in Trbriz
{(Azerbaijan) has reported that Soviet agents in Azerbaijan are advis-
ing their friends to be nrepared for a three-nronged drive, on or about
13 December, by Soviet Azerbaijanis and by disaffected Iranian elements
now in the USSR, Allen adds that: (a) Iranian garrisons at key points

in the northern orovinces have been strengthened; and (b) most military
officizals in Tehran believe that the renorted action ‘‘would create a
considerable nroblem but could be contained by the Iran military.”’

(CIA Comment: CIA considers that if the USSR does not give |
strong military supnort to the alleged invaders the Iranian Army
could contain such a drive.)

FAR EAST

SIAY: Fx.nrem

gime-- -
ted Premier Thamrong

nians Iirst to oppose the new government bv radio anneals and later
to use force if nolitical speeches fail. considers
that resort to force is unlikely,

US IEmbassy Bangkok renorts that the Free Thais, Thamrong's
nrincipal sunport, are fairly disorganized but they still apvear to
nossess considerable quantities of arms desnite daily seizures by
the new regime,
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. Views of AFL representative on French strike situation--Irving
Brown, the chief Européati representative of the AFL, has expressed
to US Ambassador Douglas in London the following views on the -
French labor situation: (a) the current strikes in France ‘“‘are a
gradual-build up to a general strike as an instrument for seizure
« .+ of power by the Communists’’; (b) worker opposition to Communist .
“» domination of the CGT is beginning to appear and could, if it deve- -
- loped rapidly as the majority of workers realized the revolutionary
.. and political implications of a general strike; frustrate a prolonged
. general strike; (c) the Government could make the strike a clear
political issue and enlist the workers in a back to work movement,
thus discrediting the Communist CGT leadership, o
- , .- (CIA Comment: CIA concurs with the view that a majority
. of the workers would not support a general strike of a purely poli-
- tical mature. CIA believes, however, that the Communists will re-
- frain from calling such a strike at this time in order to avoid pre-
- cipitating a showdown with the Government.)

FAR EAST

mence ‘‘war of nerves’’--

the ¥ree Thais and other
antl-coup groups have commenced 2 ‘‘war of nerves’’ directed at

the Abhaiwong Government. The MA believes that the immediate
strategy of the Free Thais is to create disaffection among the Siamese,
narticularly the military, The MA comments that the strategy of

these groups is feasible if armed conflict does not go beyond scattered
guerrilla activities on the part of extremists, '

.o THE C.T.A. HAS NO OBJECTION -

T0 THE DECLASSIFICATION OF
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