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SECTION 1°(SOVIET) \

"B" USSR, Soviet Refuges Maintains Defectors Wish to be Used, The US=Berlin
represéntative .of HICOG reports a conversation with representatives of
the Anti-Soviet Freedom league for German-Russian Friendship, whose
apokésman In this case was Gregory Klimov, a highly intelligent Soviet
defector, formerly technical adviser to the Deputy Chief of Soviet Mil-
itary Administration in Berlin, Klimov maintained that men reasts to
fundementals 1ike injustice in the same way as %o hunger snd thirst,
and theérefore the majority of Russians are disaffected with the Soviet
regime, He added, however, that the Bussians were bitter against the |
US for the stupid handling of people who risk their lives for freedom
and defect, They fear that the US fails to understand that a man who
has lived his whole 1ife under a system of regimentation becomes
bewildered and unhappy if, after making the great decision of his 1ife,
he is given no opportunity to fight for freedom, but instead ia cast
off on his own in a strange country, Such people wish to be used, and
the US is passing up a great opportunity in not using them, When they
emerge from six months or a year in a US intermment camp, they ask
themselves if this is a free world for which they sacrificed everything,
Klimov further maintained that if the Russian psople are comvineed that the
US distingutshes tem from the regime, then the chances of developing a
real resistance movement inside Russia are promising.[” ] 25X1

5 X1 ' | IGOMMENTx The "Freedom league® held its first public meehing
on y and is jointly sponsored by West Berliners and Russian refugees
amorg them Ernst Reuter, Mayor of West Berlin, and Rainer Hildebrandt,
leader of the Fighting Group Againet Inhumanity, A

"B* EASTERN EUROFE. POLAND, US Attache Observes Little Militery Activity,.
The US Naval Attache in Warsaw observed mo umusual military activity
in a field trip between Warsaw and the Baltic coastal area betwesn
2/=26 May, Only guard detachments were seen in most of the Polish army
25X1 barracks, _|

PA"™ RUMANIA, Westérn Diplomats Consider Imminent Balkan Hostilities Uniikely,
The US Iegation in Bucharest reports that Western diplemats in Fmania
concur that an attack on Yugoslavia this summer appears unlikely,
although the situation is always explosive, The lsgation acknowledges
that more reports, largely unconfirmsd, of Rumanian and Soviet troop
movements are now circulating than at any time sinse last spriag,.but
points out that such movements into critical areas such as Wsgtern
Rumania are customary during spring maneuvers, Thus the departore of
Rumenia!s only armored division from Bucharest in early May is in itself
not considered alarming, The fact that there are no mounted enti-aitw
craft guns and no air raid directives in Buchsrest is also eited in
support of the Western diplomata® estimate, |

] 25X
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COMMERTs For over a year travel restrictions imposed on Westorn diplomats
have Yimited theilr personal observations to the immediate wicinity of
Buchdarest, In addition numerous arrests and trials of Rumanisns on
"ospionage® charges becasuse of their contacts with Western missions have

- drastically curtailed contacts of Western diplomats with potential

- Hmanian sources of information, These severe restrictioms tend to weaken

R

lBll

the factual basis of any Western diplimatic estimate of military activity
in"the countiy. The fact that military maneuvers in the spring are tra-
ditional in the Balkan countries furnishes a convenient cover for all
nilitary activity,

JUGOSLAVIA, gll_)_gg;‘ ' an Refugees in Tugoslavia Issue Proelasmation, "The
Leagiie an Political Emigres®™ recently founded in Prizren, Tugo-
slavia |, has drafted a program and issued

a proclamation, The proclamation calls upon all Albanians to contivme
their struggle for a "democratic, free, and independent Albania®, to
destroy the methods of Hoxha and Shehu and to take as their example EKoco
Joxe and "other Albanian heroes®, The proclamation emphasizes the "friemde=
ship” of the Albanian and Yugos ople and the assistance which Titots
Yugoslavia has rendered Albania, COMMENT: There are 25X1
approximately 6~7000 Albanian refugees In Yugoslavia, in addition to an
Albanian minority which, according to the Yugoslavs, totals 750,000, By
organizing these groups and directing their activities, the Tito goverm
ment has an effective weapon for espionage and subversive activities in
Albania, ' )

Department Considers Immediate Conclusion of Iondon Economie Tulks

Inperative. The US Department of State has informed its representatives

at the Iondon Conference discussing economic assistance to Yugoslavia

that the immediste successful conclusion of the talks is lmportant in

view of the harmful consequences which any further delay may cause,

The Department therefore suggests that the Embassy approach the Foreign

Office on the highest level necessary if no final British decision is

reached by 4 June regarding the share of Yugoslav eeomomic aild vhich the

British will assume, The US Embassy london is imstructed to point out

that any further delay may (1) cause serious strain on relations between

the three Govermments and Yugoslavia, particularly if the latter develops.

the ides that disagreement exists among the thres Wastern powers, . ' =

(2) jeopardize the US~DUE-French approach to fourth countries to obtain

their assistance in the Yugoslav aid program, (3) endanger the success

of the US execuntive branch in presenting to Congress the Yugoslav sid

request, (4) cause IBRD to break off its negotiations with Yigoslavia

for a $200,000,000 loan, and (5) disrupt the ecomomi i pipeline to- 25

Yogoslavia and further weaken the Yugoslav economy,
COMMENT: : The outstanding issue which had delayed The cop—

clusion of the london econcmic talks has been the British insistenes

that their share of the ecomomic burden should not be more than 223%
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? tal. ' nference have indi-
6P the total, French representatives at the London Confer :
c::f.éd £hit Franece would be willing to put up 123% if the British ¢on=
tribiition anognted to 25%, The US has maintained that UK contribution
should total 25%, the French 12}4, and the US 623%,
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SECTION 2 (EASTERN)

IPC Negotiations. According te US Ambassador
N Bag falions between the Iraq Goverrment and the Irag
Poatroleum Gompa.tv (IPG have progressed as far as they can go for the time
being. In spite of the gap between the two parties Crocker believes that
a formal understanding will be reached before the IPC repregentatives re-
turn to London and that an actual agreemsnt may be signed during the sumer,
While specific details are not available, the fulvre asgreement will general-
1y conform with the ARANCO 50-50 type profibwshamg arrangement with Iraq
recelving half of the net profit before taxes are deducted. Several points
of difference remain to be ironed cut, but IPC and its subsidiary companies
are optimistic that these obatasles will be eliminated. The reasons why
the Iraqis have delayed the reaching of ay agreement at the present time
are because (a)they wish to swait further develommenis in Iran, (b)they do
not want an unratified agresment #kicking around politically® until the
Iragi Majlis (Parliament) next wonvenes in December, and {¢)they want to
give the impression that they have won a hard battle fron TPl even thou
,_mglor differences are expected to be resolved in the near future,
| COMMENT: While the outlook is apparsutly favor—
able for a satisTactory agreement being reached between the Iragi Govarn—
ment and IPC representatives, future developments in Iran may ast as a 25
catalytic agent on Iraq in pressing for subsegueut conssssions from the
petroleum companies at & later dats,

25X1

BA" INDIJA, Arrival Sovied Wheat inm Bombsy. Aeccording te a Delhi brosdeast,

appro:d.mataly.s tons of wheat . fmm the USSR arrived in Bombay on 31

May. This is the firs!} instalimenit of whegl %o arrive in under
25X 1 I_mgimlggmmmt reached betwesn India and ths USSR, | |
' 25X1
Attitede Towari Sino-Tibefen &gresment. [ | 25
Prime Mirdster Nebvuls private secrefary
has stated that hae considered the recently signed Sine-Tibetan sgres -
nent of ro concern to the Indian govermument becauss Lt was achieved by
peacéful means, He further stated that even if military forves of Com=
munist China should ocoupy Tibet, they wyld-hzve difficulty Iin trav-
ersing tho passes into India. As for the Indian military garrdsons in
. Tibet; he felt an agresment could be worked oul for their withdrawal,
25X1 . [ ] It seems clear to US Brbassy Wew Delhi, from foregoiug
and other comversations, that Indisn officials who ware first reported
as considering the terms of the agrsement Psomewhat s3iff¥, are now
playing domn ites significance and endeaworing %o rationalize the real -

0

9% TNDTA,

X1
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S erfélet:-:lm:ﬁﬁe on India,
25X1 [ . .

" the Intematd.o contetoration of Faue trade Uniona, mesting in Karachi,
passed & rewlu'hon cdlling on labor orgapisa.tlons to implement the UN
embarge on tHe dxport of strategic materigls to Chinz, [ ] 25X1

25X1 : g .The delegates hive taken a strongar positicn on
the embargo. ﬁ !m’ 6 of their pespective govermments whose position in
" the mattecr has tiéen smmt equiwcal. ) _

Ina converaation with US Iliniater Harrington 4n llanila, Philippine
Secretary of Defenss, llagsa.ysay, attributed A small cut in'the  ~
q.ppropxiations for his Departiient to the agtion of two. Senatérs: who
he alloged were under Communist . influence». Magsaysay also' at.ate&

- that at 4 receat meeting of top K 0licy [ 13idg
.Americans had been adopted, COMMENT s -

. Altbough' there have bsen unproved allsgat: OEMIEEt influencs - 25X1
on at ledst one member of the Philippine House of Bepresentntivea, '
this 1s the first such allegation against any of the 24 Philippins
Senatora. Magsaysay offered no. svidense and did not specify- the
individuals to which he was refarring and preliminary evaluation.

of his allegatien is "doubtfully. Similarly. with regard to¢ Huk

L : .policy toward Apericans ( 2
X1 ¥ageaysay’s Informatior mist be treated with Teserve
' un 8 _e_':b.re' known and can be evul_uatad. .

JB'!- Belial Offensive in Toplkin Reporte Thé
5 S “offensive lannehed ‘by DB.V rebols against the aouthom leg of the
\ "~ Tonkin delta triangle:enscuntered atrong French counter-attacks
during its second day, Rebel action, céntering on the city of Ninh
Binh, is esid to have been dismipted, An official French communi-
que states that as many as 35,000 to 40,000 rebel iycops are
invelved, with the objective of seiging rigce rather than terri

25X1

ollowing the ripening rige, Tebel a VO
moving frnn south te north, The pyssent action is apparently part
of what the rebel radie itaelf ‘has described as the "Battle for
Rice.*  There im sttll no reagon to believe that this action is
inconaistent withithe earlisr announced policy of the Ho regims of
-not attempting to "liberate” new’ territsry.

i
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ngo ' g' ond bl gg@ for De Inttra. Top US-officials who called on

_General De" Lattre, following the death of his son in the fighting.
at Ninh Binh, found the general worn out and bitter. The theme of
hie bitterness was:s What is the use of this sacrificas, reciated
our allies and squandered on an ungrateful psopls? m
25X1 . COMMENTs I$ is still problematical whether 25X
Toss of Kis som will seriously impair the brillant leadership which
De Lattre has brought to military operations in Indochins. His
reference to the ®ingratitude® of the Vieinamese doss not bods
. well for French~Vistnamese relations, which have already basnm
' severely strdimgd by acts of anti-native violemcs committed by
individual Frenchmen and by French mu:ilification of visas issued
'by Vietnp.meae and Cambodian diplomatic repressntatives.

nan 3 jsed for H Equipment. The head of a
Ghinese commmist "people“s delogation" to Korea, interviewed on
- his return to.Peiping, reaffirms the Commnist objective of
expelling UN forces from Korea and at the same time admits that
Communist forces in Korea are in need of heavy squipment. Thia
spokesman quotes troops in Korea as declarinmg that they ®shall not
return home until we destroy all the American invaders...® Then,
asked what 1s "needed most" by Communist forces, the delegation's
leader states:s ®more planss, tanks, guns, a.nti-aircraft guns,
anti=tank guns, trucks and cars, to deal heavier blows ta
enemy arnd spesd up the final victory of the war.¥
- 25X1 QUMENT s - The interview states neatly - 25X 1
S problems Fe pi.ug has long been committed to the '“1iberation of aJ.l

of Korea," but Commmnist forces in Korea lack the heavy equipment

to accomplish that mission. The broadecast appsars tc be a means

of prodding the USSR to supply heavy equipment, and, conceivably,

of notifying the USSR that, in the absence of such equipment, the

Chinsge will not be able to persist indefinita]y in thair Korsan

eomitmanto

mgn Pery 8e Comministe Arrlv tme

The Pa.na.manian veasol ATLANTIC STAR, wh_ch 1ert A.ntwerp 13 April
with' a 7900«ton cargoe of strategis goods of Swedish, Swlas, French,
German, Belgian, Dutch, and Luxembourg mamufacture, arrived at

the Poarl River ea‘tuary 30 lﬂay. 'rhe vesgel wag %o proceed up the

: 20 dnto Junks. | - 25x1
The cargoe ol this vesse 3

GOMMENT
: shipis plates, brake linings, machinery, and drugs. The ghip
P wag reported to be en route to North China, The diversion of ths
: . cargo to South China was repcrtedly deaigned t¢ prevent apprehension
by the Chinese Nationalist Navy., The vezgel is now sxpected to
proceed in ballast to North China to lcad cargse for Europs,.

25X1
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_ Livl) 1% Sy gzion n Kweichog. Chungking radio claims that
' Tover 140,000 bandi ted" in Ewsichow Provincs in the
26X past seven montha, COMMENT: The Communist
' claim is three times the atio st estimate, and five timss

the March 1951 G-2 estimats, of the total number of guerrillas
active in Eweichow, This latest claim probably does not irndiczate
an increased guerrilla problem in Eweichow; Communist officials
_concernaed with "bandit suppression® have consiatently c¢laimsd
unreasonable successes, exaggerating the problem in order to gain
false oredit for having solved ito

ngn

Egm The US Eigh‘bh!m'reportl the racaﬁt capture of ar &x-
Japanese soldler serving with an artillery regimeut of the Chinmess
Commmnist 20th Army. The prisoner had served with the.Chiness
Nationalists since 1944 and with the Chinese Communists sincs 1949,
Although at first the prisoner claimed there were 40 additiomal -

ex=Japanssa scldiers serving unit, he denied this olaim
upon further interrogation. : | 25X1
25X1 GOMVERT: While ex-Japaisse trocps have long

besn reported as serving with the Chinsse Comminist armiss, this
1s the first 1nsta.nsce of the capturs or sush perscnnsl on ths
field of battle,

"cH  JAPAN. Expes 2 atic Party Caueus. The eancus’
sm'nmanmtmypareyl Biet l!embers s@hed ed for L Jume may end in the
veaXpilatofi. of i eaveral;:Upper. House: manbers: of thet faction which favors
toalition:with Premier YOSHIDA's:Liberal Party. Despite medisticn
affords-ofiParty leaders, some "anti-scalition®” Lower H«mi@ members
possibly.mey proposd the. expulsien of: ssveral of the "pro=3salition®
groupsni Thythis-eventuality, the majority of ths Party's Uppsr House
iembetship-threaten! to walk out: on the Party out of sywpathy for |

25X1 the axpslleessy ~ | .GOMMENT s * Tha coalition issus
wastfoughbioutvin the Party over a year ago and now appssrs to bs
coming:td:a head agaim, - Observers have.predicted for suvme time that
_ zth.éa:twm ma;joxy, conservative -partio,s-«wpuld.mergea svertuaily,.

A Raj) orkezs Dr allly? Staud. - Ths -
Cen'bral Struggle Gommittee of th& Govemment Bailway Workers Union,
after e night=leng debate on 29 May, voted te drop from its zction
policy the Socialist Party's "peacs §xrirtzc‘:i.p1efsm (essentially

w

- neutrality in the East-West struggle) whic way Workers
. o ve offie espoused for some months, 25X1
25X1 [ N | GOMMENT: The Socialist Farty's Io8563

ngn .

the April local elections are widely credited %o the Party's
neutrality stand. Non=Commnist labor gensrally has supported the
Socialist program and the loss of the half-milliom atrong Railway
Workers support is the first break in this suppart, The Party’s.
minority right wing will be encouraged o pursus its uff‘orts to
change the Party's official stand.
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o 'Z“B" GEIMANI. Gom;nunists ‘W1l Collect Anti-Remilitarization Signatures in

. West Germany. at Timo of East German PleDisclite. Despite the meliing away

of non-Lommmnist Support since the govermment ban of the Communist-

sponsored anti-rémilitarization signature campalgn and the effectiveness

thug far of the enforcement of the govermment ban, . west German Communists
- appear determiried to make an attempt to collect signatures on 3-5 June, 25X1

vhen the east German plébiscite will be held. | |
ST COMMBNT: The Amportance attached to the signature campaign by USSR and
O satellite propaganda makes it imperative for the west German Communists to
. - attempt Some sort 6f demonstration (see also article below), It is doubtful
that many non-Communist signatures will be obtained or that the west German
Commmists will seriously attempt to resist restrictive police action, West
K : Germans will not credit east German Communist press claims of a large west
L German vote against 'remﬂitarization.

LBAY ' New Activities of Soviet Troops and Bast German Alert Police
. Reportéd, _West German Chancellor Adenauer has forwarded to US olfficials
a report of rumors of military preparations in east Germany, with the comment
that he attaches no special significance to the report, According to varilous
border—-ciwossers: military preparations of Soviet armed forces and east
AR German Alert Police have been taking place during the past week, under
e strict security and camouflage, in various towns in the Thuringian border
" 7 - .  area between east and west Germarv. East German police units wjth light
weapons have been observed in encampments, and from time to time have engaged
in field exercises, The units apparently included Russians wearing police
uniforms. Judging from "cautious utterances™ of the police leaders, some
‘ sort of action agalnst the Federal Republic is planned in connection with
e g s - -the plebiscite sgainst remilitarization, scheduled to be held in east Germany
50T25XT Y fron 3-8 June | ] COMENT: Two of the Thuringian
v . .. towns in which this activity 1s reported are located. in the Eisenach-Ohrdruf
field training area where the Soviet Army is currently engaged in maneuvers,
Previous reports have indicated that artillery units of the ®ast Cerman
‘Alert Police would move to Soviet artillery ranges in Saxony Anhalt during
Julie and probably would undergo field training exercises, It is possible
that this activity is what is being reported, With a view to preventing
anti-plebiscite propaganda material being brought in from west Germany,
- a build-up of border forces may be in progress, However, any aggressive
. action against the Federal Republic is unlikely to occurs

' .®BY THE SAAR, Mo Further” Mfoves Seen in ‘.Dis ute over Status, Schuman ‘Plan
-.'. author NMotinet has tol asgy” e belleves a dangerous
situation has been created in the Saar by French Foreign Minister Schumanfs
. letter to;Saar President Hoffman resulting in the bamning of the Saar
Democrat.ic Party (DPS). Monnet feels that further actions of this sort
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by France could "pull the rug out from undsr Adenauer", whose political
‘position is dependent on Franco-German friendship., Officials of the French
Foreign Office Wy, they would have been "placed on the skids™ by failing.
to act against the DPS, They anticipate no additional steps in the matter,

25X1 [ In the six-hour debate on the Saar in the west
German Bundestag on 30 May, a temperate atmogphere préevailed, due chiefly
to the one of the addresses by both Chancellor Adenauver and Socialist

» opposition leader Carlo Schmid, Adenauer avoided strong criticism of the
French, and Insisted that he would not allow the actions of the Saar
Government to dissuade him from his policy of good Franco-German relations,
" A motion approving Adenauerfs stand was passed only with the votes of the 25X
government coalition parties, COMMENT: The Saar
Democratic Party, a small group Iavering the returmn of the Saar to Germany,
‘was banned on the grounds of ‘being unconstitutional, The Bormn Government
wants to support_a Saar party working for union with Germany, but feels
. it cannot back thée Saarts Socialists, many of whom favor such a union,
T becauge the Socialist‘s-.arev the chief opposition to the Govermment in west
’ Germany, Unfortmately; £ii Bommy the DPS is reported to be exhibiting
neo-fascist tendencies, ‘and was repregented in March of this year at the
first meeting of the German Congress, an organization attempting to co-
ordinate the activities of neutralist groups opposing German remilitarization.
The DPS is reported to have received a subsidy to the extent of 800,000 '
Deutsche marks from Bomn'!s A1l-Cerman Affairs Minister Kaiser,

“B" FRANCE: French Eledtion Picture.Somewhat Brighter, Proportional repre-

- - sentalion, which the new French electoral law was designed to reduce in
the 17 Jurié national elections, is expected to obbain in about two-thirds
of the electoral districts of France, This is largely due to De Gaulleis
unwillingness to form electoral alliafices with the other non-Communist .
parties, De Gaulle'ls intransigence has obliged the newly organized Rightist-
oriented "Fourth Force" to form numerous electoral alliances with the middle-
of-the-road *"Third Force" which had managed to maintain a government despite

the opposition of both extremes in the last Assembly., This further reduces
the chances for,a Gaullist landslide and makes it somewhat less likely that.
the Gaullists and the Communists can obtain a majority between them, It
is probable, however, that the combined Communist and Gaullist representation
will be latger than the 210 seats held in the last Assembly, | ]

| | coMuEnT: . If all non-Communist parties united for The elections,
they would ob%ain majorities in most districts, and Communist representation
in the National Assembly would be almost wiped out. De Gaulle’s strategy
1s aimed at reducing the.strength of the middle-of-the-road parties by 25X1
scaring the electorate into voting for his party as the only effective
opposition to the Communists, This would also increase the strength of
the Communists as leftist groups sought to counterbalance De Gaulle. ' The
number of alliancés among Centrist parties now indicates, howsver, that
a Centrist majority is still possible; but this is no guarantee that a
vigble government will result, .

25X1
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"B TITALY. Neo-Fascists Have Gained Strength Sifice 1918 Elections, According
observers, the neo-Fascis oc 1} showed -
"surprising" gains in nearly complete returns for ths first half of the
Spring series of local elections. Although not yet an important political
factor, the MSI appears to have polled. somewhat less than four per cent
of the vote, or about double its percentage in the 198 national elections,
Votes which went to the MSI instead of to the electoral bloc of pro=-
Government parties caused the defeat of the pro-Government bloc in Bologna,
_where the Communists retained control of the city administration,

25X1

31 Although politically small, neo-Fascism 1s strong Ln I%2ly7s 25X1
universities, probably stronger than Communism and almost as stroug asa
Christian Democracy among the students. It was anticipated that the neo-
Fascists, joined in many areas in an electoral allianes with the Monarchists,
would gain votes from conservative elements previougly favorable to the
Christian Democrats, | Hostdlity to
even such mild economic reform as the govermment hias planned;, may have
led them to wish to frighten the Christian Democrats into favoring .
Conservative financial interests in the next Cabinet reshuffie. The neo-
Fascists also may have gotten some. support from certain Vatican elements,
reportedly irked at the corruption in the Christian Democratic Party.

g Ttalian Industry Grants Wage Increases. Confindustria- (the Ttalian
counterpart of the ﬁaf-:.i onal Kssoclation ol Manuf acturers) has agreed upon
a slight wage increase for June and July with the Ttalian labor unions,
s b of a cogt-of-living 8liding scale arrangement.,
25X1 COMMENT: A substantisl segment of industrial
workers nas recelvéd wage increases over the past year. These increasas .
were not sufficient to offset labor dissatisfaction with the increased cost
of. living which appears to be one of the important reasens for the continued
“Communist dominance over labor and for the voting gains made by the Come
munists during the first. phase of the municipal elections, ‘

"C" TITALY-BOLIVIA. Ttalians to Recognize Junta, The US Embassy in La Paz .
has reported tha Ttalian ¥inist : ad to recognize 25X1.
the Junta concurrently with ths US, COMMENT =
Deference %o US action and -prompt recognition are 1n keepIng with
Ttalian policy in this area, "Ttaly is particularly desirous. at this time,
of maintaining Latin American support because the Italians will continua,
as in the past, to depend heavily upon Latin American backing to achieve
a major portion of their foreign pelicy objectives such as revision of
the peace treaty, the return of the Free Territory of Trieste, and UN
membership, ' ' -

"B" BELGIUM. Probable Delay in the Prince Royal's Corcnation Unlikely to Cause
. Onrest, . Acco 0 & conversation with a Soc Tistian Party
offTcTal in Parliament, the transfer of royal powers to the Prince Royal,
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which was. tentativély scheduled for 7 September when he becomss 21, :
probably will be postponed for about a month as a matter of good form.
Informal discussions with the Socialists have brought forth no opposition,
In addition, the non-Commnist press comments. favorably on a postponement
of the coronation proceedings, but points out that the Important question
will be the govermment's composition afterwards, Same believe that a
government shufile will follow, with the more conservative members renlaced
‘ ' ' 's 1iberal wing,' | 25Xx1
co T expected postponement
T until the end of Se&p Cenber o rince Royal's accession to the thrénms

25X1

replaced after the government.!s automatic resignation when the Pringe Royal
becomes King, the one-party Cabinet probably will continugs.,. Prospects for
inclusion .of any of the hon-Communist opposition parties in the govermment,
as well as prospects for national elections in the near future; are dim,

"B" SWEDEN, Foreign Office Pro oges Flan to Limit orts to Soviet Orbit,

: ' gn"0Uifice has proposed to the : ’
the following formula te limit Swedish trade with Soviet orbit countries
in strategic items, .except for ball bearinegs which are subject to special

5X1 negotiations | (1) existing contracts A
for strategic Ifems will be honored within the frameworik of current trade
agreements; (2) where quotas in existing trade agreements comprise both
List I and other items of export, Sweden will attempt to aveoid licensing -
the export of the former; (3) in negotiating new trade agreements Sweden
will try to avoid Specified quotas for Iist I items; and (L) the Foreign

- Office will keep the Embagsy informed about Swedish trade with the orbit
countries, particularly as it develops under the above arrangements, The

Embassy believes .that the formila would have about the same effect ag an

.government, wishes to be able to inform the Parliament that Sweden has not
assumed any obligations to restrict East-West trade in strategic goods,
25X1 |l COMMENT: Although Swedish trade with the

Soviet orbit has Gonstitute only 5-I0 per cent of Sweden's total foreign
trade, it has included certain strategic items,  The Swedes recognize the
desirability of limiting their strategic exports 5 but they havs hesitated
to adopt outright a policy which might compromise their foreign policy of
"no ‘alliances” and even Provoke "non political® retaliation from the Soviet
orbit countries (see OCI Daily Digest, 13 Apr 51),

ease 20045 ,3EC 25X1
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SOUTHERN RHODESIA, NORTHERN RUODESIA, NYASALAND. FPlan for, Cential Afydcan
. Federatlon Formilated In London, ﬁetiﬂs of a plan for a future Central
rican Tederation were d

agreed upcn wnanimously -at a‘recent London meeting
‘of representatives of Southern and Northern Rhodesia, Nyasaland, and the
.Colonial»'Office._ The plan calls for a one-chmnber,lagislatnré, & Cabinet
and & Governor-General responsible for such matters as transportation and

.finance which affect all three territories, but each would contirue to

baye 1ts own legislative council to deal with local matters. Provision.

would. be made for the r presentation i > the natives n.Laanh_It erritory in
the central legislatuie; COMMENT: -
Bince the London talks wers ended to be of a purely exploratory nature, .

- the wanimity reached on this plen represents an unexpected step toward

ultimate Central African federation; althougl none of the govermments will

-'be committed to proceed with the plan until assured of the full support

of their legislative councils, ' The plan falls short.of the complete
amalgamation sought by Southern Rhodasia, a proposal unacceptable to the

. UK because of its refusal to allow white-ruled Southern Rhodesia ta extend

1ts policy of racial discrimination to the other territories with their.
predominantly- native population, - However, Sir Godfrey Huggins, Premier .

. of Southérh Rhodesia, has put his great personal prestige behind the present

uge .

.comprdmise‘;‘-ln'sever&l.previ’ous'conferencas the basic racial conflict has

blocked progress .toward federation, which all parties agree 'is economically

desirable; but.bhe growing common condern over the expapding influence of

CHIIB, - Comtinued ‘Lsbor Unkest in

‘the Nationalist-ruled Union of South-Africa has now encouraged  agreement.,

Q
g
5
g
&
g
£
£

‘and- sl owlomms & ol ollowing the recent strike
| orarlly ended on 1y May and at—
a Communist action by the Anaconda company, reportedly is building

_necdBsary as a result of sabotage, }.—!l','h‘éi‘ne_w Confederation of Copper Workers

thréateps a general strike if the banishment order is not’ definitely _

rescinded,. Also, the new confederation is discussing demands of the Braden

Company Workers with President Gonzalez Videla, The President—despits

his expresded determination to combat subversive movementp and agitation—
' .
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is negotiating with the confederation. without the advice of the Ministers
of Interior and Labor and has' failsd. t6 Gonsult the US-owmed companies,
These campanigs—in view of the President's. actions and because of ths 25X 1
delicate political: situation—-feel that the President may accedé to the
workers! demandss [ | \COMMENT:
‘It has been estimated that there are approximately 150 posgible saboteurs
at Braden, and 100 at ‘Chuquicamata, Earlier information has indicated
that there is still sufficient Communist strength .among the rank and file
-of copper workers to be potentizlly dangerous in the event of a crisis,
The President's actions probably reflect ¢oncern over labor support for
newly. proposed. anti-inflationary projects, a desire not to offend une
necessarily political.interests opposed to the Law for the Defense of '
Democracy in the pre-election year, and preoccupation sbout the adverse
effects on govermmént revenue from a slowdown or decrease in copper
production,. ' : S I C
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SECTION 1 (SOVIET)

USSR, _Bwedish and Yugoslav officials coment on Soviet a ch regard:
Eorea., a May conversation with Ambassador Butterworth, Swedish :
Prime Minister Erlander indicated that he had not attached any importance
to the supposed Soviet approach regarding e settlement ln Karea, Erlanjer

-sald that he was not at liberty to disclose the identity of the Russian

personage or the Swedish intermediary, In a subsequent conversation,
Forelgn Minlster Unden attached importance to the approach because (1) the
Rusgian was an important Communst (2) the Russian had asserted to his
Swedish contact in such categorical terms that the Koresn conflict could be
terminated on the basis of & return to the status quo enmte ang {3) the
Moscow press had given prominence to similar proposals (Semator Johnson's
resolution), Yugoslav UN dslegate Bebler has reaffirmed his belief that
the USSR is ready for bilateral US-USSR talks leading toward a Kerean
settlement along the 38th Parallsl, Bebler elaborated that the Far East
situation has becams too serious for the USSR becsuss Chinese Communist

‘military defeats have placad the USSR in & position vhers total victory

in Korea can be achieved only by open Soviet interventiom, a stake for

wvhich the USSR is afraild to play since it does not want glebal war,

Bebler added that the USSR fears amother UN invasion of Narth Korss

principally because of the resultant Soviet loss of mestige throughout 25X1
&1l of Asia, and secondarily bscauss the a tion of US

near their horders,

Sovist TN delegate Malik ou 28 May publicly

o

denied that the USSR has mads any offer to discuss a sottlement of the Korean
wvar. Malik did not deny, howsver, thet the USSR is the appropriate party to
vndertake negotiations, despite the USSR's publie protestations of nop~
involvement in the Korean dispute. .

SECTION 2 (EASTERN)

INDONESIA, Indomosia Relustant to Glaseify Rubber as Stratepie, The Indo-
nesian Ambassador to the US, Ali, {rresently in Jakarta) samiited to
Ambassador Cochran a reluctance among Indonesian officials to inoluds Tibe

'ber on the list of strategic materisls now being drawn up in conmnection with

TOP SECRET
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~the N embargo on shipments to Commtinigt China, A1 pointed out that .
other countries might classify rubber as non-strategic, and that he, in
8y case, was under the impression that the US would be satisfied if Indo-
nesla adhered to its "historie rattern" in foreign trade, Cochran notes
that Indonesia ig mnlikely to commit itself publicly to a full embargo on
rubber 0 long as there is resson to doubt that the British will go that
25X1  far, COMMENT: Indonesian officials

shipped rubber to the Soviet Orbit, The bulk of Indonesier rubber hag gone
. to Malays for reexport and figures are not available on the amount of
Indonesian rubber included in Malayan exports to China and the USSR,

"Gt JAPAN, Phildppines Suggest UN Control Pos‘b—'l‘rea'gx.Ja@ess Education, The
US Embassy in Manils cables that Forelgn Minister Romilo has informally

al system for a period not to exceed 20 years,
COMMENT: . The suggestion for UN supervision of tmg—g=mz clogpie: :
for 20 years is & ney proposal for the peace treaty and may have been. ad-
vanced by the Philippines, along with heavy reperations clains, far bargaining
.purposes.

~
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