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SECTION 1 (SOVIET)

"B" USSR. Increased Prices for Waste Materials in Lithuanian and Latvian SSR's .

W N

US Embassy Moscow reports that since 15 June, procurement agencies of the
USSE Ministry of Light Industry have been offering "sharply increased
prices” to the public for waste materials. Reference is made to & notice
published on 16 June in Sovetskaya Litva which, although not quoting the
actual prices, lists the following proportionate increasess defective cloth
increased 6,7 times; cotton wadding 4 times; wool rags 3.5 times; felt,
flax-hemp products 3.3 times; canvas 3 times; mixed wool rags, cotton waste,
pelts 25 times; heavy sacks 1.5 times. A similar but less detailed notice
was published in Sovetskaya Latvia on 20 June, and both articles remind the
public that ferrous and non-ferrous scrap, bone, and old rubber are also
urgently needed by the State. (C Moscow 2170, 26 June 51). Field Comment:
The Embassy observes that it is as yet unknown whether these increases
apply to the USSR as a whole or only to the Baltic areas, It alsc points
out that these upward adjustments may actually be minor, since state prices
prior to 15 June "eould be merely a token." If true, this move would stim-
ulate public interest to sell items to the State that formerly circulated
privately, The Embassy recalls that these new prices are the first
acknowledged rise noted in Moscow since 1949, and may evidence growing raw
material shortages at least in consumer industries., COMMENT: Although this
is the first direct reference to a possible need for waste materials in

the USSR, there have been several previous references to ferrdus and non-
ferrous metals shortages as reflected in urgent public appeals to support
the scrap-metal drive,

EASTERN FUROPE. BULGARIA. Minister of Agriculture Replaced. Radio Sofia

has announced that the Bulgarian Minister of Agriculture, Titko Chernokolev,
has been replaced by Nikola Stoilov., (R FBID, 25 June 5130 COMMENT : The
Communist Gowvernment has elevated to ministerial rank a Bulgarian, who, so
far as is known, has held no important positions in either the Party or
Government, Stoilov was listed as a Plovdiv delegate to the National Con-
ference of Cooperative Farmers in April 1950, The position of Minister of
Agriculture has apparently degenerated into a facade for the recently
created Political Administration of the Ministry of Agriculture (0/CI Daily
Digest, 6 June 51) which has been empowered with complete contrel of col-
lectivized agriculture, The official announcement gignificantly did not
name the head of the new Political Administration who may be a Soviet
official. The ousted Chernokolev, a Bulgarian Communist with no training

in the Soviet Union, but a member of the Bulgarisn Politburo since 1947,
has now spparently outlived his usefulness as a convenient scapegoat for
the mass collectivization in Bulgaria during 1950,
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"B  CZECHOSLOVAKIA. French Now Cpposed to Suspension of Czechoslovak Overflight.
In an apparent reversal of position, the French Government has instructed
its representative on the Civil Aercnautics Board to renew the Czechosbvak
overflight permit for July. On 20 June the French Foreign Office advised US
Embassy Paris that the French representative on HICOM had been instructed
not to oppose any US propesal to suspend Czechoslovak overflight permission,
Unspecified "diplomatic and commercial® reasons were given for the present
move, {S Frankfort 10515, 26 June 513 8 Paris 7942, 20 June 51), COMMENT:
The State Department has instructed US authorities in Germany to delay
approving the Czechoslovak application for renewal of the present overflight
permit which expires on 30 June, British authorities are still studying
the question, although they have already given a preliminary view that they
faver renewing the permit, (0/CI Daily Digest, 20 June 51). .

"BY RUMANIA. Large-Scale Yugoslev Border Evacuations Contimue, The US Legation
in Bucharest reports that large scale evacuations from the Yugoslav border
area continue, with several trainloads per day under military guard observed
passing through Bucharest, The size of the evacuation has severely taxed
Rumanian railroad facilities, and several accidents have reportedly occurred,
The evacuees are mainly Serbs, other non-Rumanian nationalities, and "kulaks®,
The Legation comments that, if this is a general evacuation movement of the
Yugoslav frontier area, it would logically be only for defense or military
operations, although possibly on a long term basis. The Yugeslav press
alleges that ths evacuees were informed by the Rumanian militia that the
evacuation was necessary to save them from impending air attacks from
Yugeslavia, where Anglo-American troops were massed for attack, (C
Bucharest 771, 22 June 513 C Bucharest 778, 25 June 513 NYT, 26 June 51),
COMMENT : The fact that this border evacuation, and similar meves in Hungary
and Bulgaria, have cccurred after accelerated military activitiss in these
areas were already well under way lessens the probability that such evacu~
ations are primarily connected with immediate military preparations. It is
more likely that such evacuations have been ordered at this time teo cut
off the infiltration of Yugoslav agents and the escape of defectors,
both of which activities have been considerably facilitated by the hostile
frontier area populations of the Cominform countries,

"C" IUGOSLAVIA. Application to European Payments Unicn Awaits Assurance of
Acceptance, US Ambassador Allen advises that the Yugoslav Govermment pro-
bably will apply for membership in the European Payments Union (EPU)Q
provided that the US indicates a willingness to facilitate its membership,
Allen notes that the argument that Europesan economic problems t ranscend
national boundaries, emphasized by the Yugoslavw delegats to the Geneva
ECE meeting, could be used to approach the Yugoslav Government, However,
as nothing has been heard since March 1951 concerning Yugoslav membership
in EFU, Allen raises the possibility that the pro-Western Yugeslavs were
overly optimistic regarding the speed with which Yugoslav leaders could
swing the rank and file around to membership in the Western Europsan
organization, (S Belgrade 1977, 25 June 51)., COMMENT: An accelerated pro=
Western orientation in Yugoslavia apparently is hindered by the influencs
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of a number of relatively well-placed Manxisps who feel that official
ties with Western capitalism constitute a repudiation of Yugoslav socialism,

YUGOSLAVIA. Tito Evidences Pro-American Sentiment, In a farewell conver=

sation with the Israeli Minister to Yugoslavia who is being transferred,
Tito reportedly referred to the US in the warmest terms, stating that the
US alone was the champion of liberty for the world, Contrasting US policy
with that of the USBR, Tito remarked that, while Stalin was absolutely
ruthless, he was clever enough not to let the USSR take an overt agiressive
role. Tito felt that Molotov supported Stalin's view, but that Malenkov
heads an aggressive Soviet faction which favors war before the Westérn
world rearms. The greatest danger would arise if the Malenkow gTroup were

to gain ascendancy. Tito added that the USSR could never develop sccialism
under present Soviet policy, since succegsful socialism could only be based
on humanism, which he was determined to achieve for Yugoslavia, -Ambassador
Allen comments that the increasing Yugoslav friendliness to the US has

been promoted by the US policy of rendering prompt and effective assistance
to Yugoslavia, Allen notes the special importance of continuing this poliey
of winning Yugoslav confidence, in order to have the new Yugoslav pro=US
oriegtation overcome the remaining opposition in the middle and lower

ranks of the Yugoslav Govermment, Allen is .of the opinion that, although
Tito will find it necessary to remove additional officials in this goeverns
ment, his position in the country as a whole has been strengthened by the
new orientation, (S Belgrade 1979, 25 June 51), COMMENT: The current pro-
US campaign being carried on in the Yugoslav Army and Party is probably
aimed at overcoming some latent resistance to the Tito Govermment's pro=
US orientation in the organizations on which Titc's support rests. Other
reports within recent months have indicated differences of opinion within
the Yugoslav Government and Party, and extending even into the Tugoslav
Politburc, regarding Tito's growing pro-Western orientation.,
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SECTION 2 (EASTERN)

INDIA, indians Leave For Visit to USSR, Om 19 June a party of

+ Indian. scientists ang writers lo f1 New Delhi for Lahore (Pakistan s
Kabul (A;fghanistan) s and Moscow on a four-wesk study tour of the USSR
They were seen off by the Soviet Charge dPAffaires and the First Secretary,
(U New Delhi 3701, 20 Jun 513 R FBIS Far East; 20 Jun 51), COMMENT: On
2 April 1951. twenty-four Indians were invited to visit the USSR (see OCI
Daily Digesty; 9 and 26 Apr 51;) Bscause certain individuals refused the
invitations and others were prevented by the Goeverrment from leaving the
country, the Soviéts were forced to approach a number of persons not on
their original list, The group of 1l; which has Tinally departed for the USSR
is composed primarily of individuals about whom 1ittle or nothing is known,
Presumably, most are Communists or fellow travellers in whom the Indian

meinly to prevent the much=publicized trip from being a total failure,
APGHAN, -tghan Trade Pact Fails in its Fulfillment, The US Bubase
8y in Kabul reports that of 3,000,000 gallons of gasoline supposed to be
dispatched by the USSR to Afghanistan before 30 June 1951 under the terms
of the Soviet-Afghan trade pact of 1950, only 800,000 gallons were actually
delivered by 1 June, (€ Eabul 1250 s 22 Jun 51), COMMENT: The exchange
of other commodities has also laggeds It is believs that by 30 Juney

when the current Afghan-Soviet pact officially expires, nelther country
will have fulfilled its commitments under the terms of the pact, the Soviets

assembling the agreed commodi ties for shipment to the USSR, Neither country
appears to have made special efforts to ingratiate itself with the other, -
and no attempt to extend the 1ifé of the pact or to negotiate a new one for
1951=52 has ‘been observed, Accordingly, earlier fears that the pact would
result in economic and political orientation of Afghanistan toward the USSR
Seem to have been unfounded, _

, From the Qrbite During the spring of 1951,
; sedly made offer: UPPLy india with up to 500,000 tons of
foodgrains t6 ease the latter's currant food crisis. Onm 22 Junse, according
%0 a UP press dispatch, India and the USSR signed a barter agreement under
which the USSR will provide 100,000 tons of wheat in exchange for various
Tndisn commodities belisved to include tea, tobacco, jute manufactures, and
shellac, " Scarcity of available Indian eXports was said to be the reason
for reducing the original Soviet offer of 500,000 tons to the agreed 100,000
tons, (U NY Herald Iribune, 2k Jun 51), COMMENT The Indo=Soviet agreement
féééfdiﬂg 160,006 Xons of wheat is believed to include 50,000 touns earlier
stated to be under fim contract, By this time; the USSR and China have
prébably achiéved ths maximim propaganda effect from their recent offers of
food to India, Since passage of the US food=to=India bill, India does mot
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require and probably will md# press for furtheér assistance from the Come-
manist orbits As the latter cannot easﬂy'ma‘é@h the quantities of US
grain now reaching India, it is believed that the subject of further ship-
ments will be dropped after contracts already negotiated have been fule-
filledo o .

AFGHANISTAN, Soviet Ambassador Retumns to Ksbul from USSR. The Soviet'
Imbassador to Afghanistan, who has been in the USSR since 12 April 1951,
has returned to Kabul, (C Kabul 438,'26 Jun 51). COMMENT: The Soviet
Ambassgdors to Pakistan and India, who left for Moscow om 17 May and 1

June respectively, are still bhelieved to be in the USSHe

BIRMA. Burmese Attitude Regarding UN Enbsrge of Commnist Chins. 24 high
effieial of the Burmess Fersign Office informsd US Ambassador Key that his

. Government considersd the UN strategic smbarge of Communist Chins to be in-

applicable to Burma on grounds that Sino-Burma trade was negligible, Al-
though Key urged a reccnsideration of this position, peinting out that Chinas
will be seeking new sources of supplies, ths dependsnce of Gthe UN upon collec~
tive actien and the Commmist facility of taking advantage ef any glgn of weak-
ness, he doubts that the Burmese will medify their attitude which they consider
to be consistent with a profsssed policy ef neutrelity. (8 Rangoon 942, 22
June 51). COMMENT: Although the Burmese are unwilling fermally to recegnize
the UN embarge, it is probable that they will attempt to restrict the flow

of strateglc items te China om ths grounds of domestic need or absencs of
histerical precadent. Burmess capabilities %o prevent the movement of cop=
traband are sxtremely limited.

Smugeling From Burma and Chipa Attracting Ineressing Attentien. The
Burmess press has recently feocused its attantion en smggling frem Burma te

China. One paper has even aceused the Chinese Commmists of promobing this
2ebivity te the detriment of Burmese interssts, MWearmwhils s & Burmese-Ameri-
can source recently returnsd from & trip to Uppsr Burms teld an officer ef

the US Embasgy that amuiggling was bscoming e majer business and claims to have
ssen drugs, autemotive parts, truck tires and even US Red Cress blocd plasma
stered at the berder prier te smuggling inte Chima. Sewrce claims that most
ef these commedities coms everland from India through ths hands of numercus
Chiness middlsmen rather than via Rangoon. The Embasey states that in view

of Burma's refusal te recegnize the UN smbarge such illegal trade with China
is likely te increase until domestic shortagss forcs the Govarnmsnt to talks

action, (S Rangoon 942, 22 June 51).

Gommunist Campaien to Su Avti-Copmupism Awonz Chipess in Burms
ontinies. A well organized Commmist propeganda campaign, in a1l probability

dirscted by the Chiness Embassy, has besn alarmingly successful in undernining
anti-Comminist activities in the Rangoon Chiness commmity, The only anti-
Communist Chiness newspaper inm Burma is thresatensd with ruln as its backers
ars new fearful of giving it further suppert and the committes sstablished te
distribute non-Communist textbecks has digintegrated for the sams reason.

(Ses 0/CI Daily Digest, 12 and 19 June 51), The Chimsse Ambasssdor i@
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reliably reported to have gone so far as to request the Commiszsioner of the
Rangoon Pélics to arrest several anti-Commnist Chinese on charges of murder
and effered to pay the "expsnses" involved., US Embassy Rangoon states that
the Burmese press is already calling upen the Government te regulats ac-
tivities in the Chinese comminity, and believes that further barsfaced inter-
ference in Burmese affairs by Commmnist diplomets mey result in just such
astion, (S Rangoon 942, 22 Jupe 51),. COMMENL : Any Burmese effert to place
raptraints upon Commnist activities among the Chinese will be undertaken
only with great eaution aml with dus consideration fer Peipingls reaction,

VALAYA. Chiness Comminist Extoer tion Reported From Singaperse. The Chinese
press in'@ingapors reports that 58 members of ths local Teochew (Swatow)
commmity Have received extortionste demands from Communist China totalling

at least ten million Heng Kong dellers. The demands have been accompanied
with threats of reprisals against "neer and distant” relatives in Chira and
the confiscation of properiy., ALt the same time growing anti-Commimnist sens
timent among the Chimsss ig evidenced by the fermation of a "Singapors Over—
seas Chinese Anti-Communist Resist Russia Gommittee.” This ergamization,

the first overt anti-Peiping group teo be farmed among the Singapere Chiness,
intends to suppert the Gevernment in its anti-Commundst struggle and is
planning an independsnt propaganda campaign. The US Consulate Gensral Singa-
pore belisves that this organization ean perform a valueble functien, but '
doubts the ¢ it will becoys & rallying point fer large numbers of Chinese,
mest of whem ars urwilling cpenly te exhibit anti-Commmndsh feelings. (USARMLO,
Singepore, 230210z, June 51). COMMENT: The extortion technique described
in this report appears to bs identical to that us ed by Chinese Coemminist
agents in Saigem. (See 0O/0I Daily Digest, 25 June 51). Incressing, but

as yet ineffectual, anti-Commpist tendencies among overseas Chinese have
been noted elsewhsre in Southeast Asia,

i-Commanist Campsisn May Underge New Shaksup. On 15 June, Director
of Operations Sir Harcld Briggs broadeast new energency regulations aimed
at starving the Commmist bandite by rigidly controlling the movement of
food thrangheut Malaye. Simyltenecusly, an all-out military campaign was
launched to elear the stats of Johors with & maximum air effort and the
commitment of every availsble man from he adquarters bases and training
centers, USARMLO comments that unless satisfactory gains are achieved by
these actions in the near futurs, substantial changes in method and possibly
a shakeup of the high command are to be anticipated., (USARMLO Singapore,
230210Z, June 51). COMMENT: British foress have bssn registering steady,
though unspectacular gains, in terms of casualties inflicted against the
Commnist bandits during the past few months, tut thers are neo indications
that they are about to crush the Commmist uprising, The British have con-
stantly reviewed and gevised their tactics in dealing with the Commnists
and no doubt will co¥iiwe te de . The prediction of a pos sible shakeup
in command cannot be assessed on the bagis of svailabls infarmation,
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Sumatra to demand g month's free 1y and a glft of free cloth from their
employe rs in recognition of e Mohammedan heoliday which falls on 5 and 6
July. If employers refise but are considerad financially able to mest the

demand, the unions will strike an individual basis late in June,
ﬂu COMMENT: During the past week, the
overnment has heen faced with an inareaging number of strikes, some of

them in defiance ef its ban on strikes in vi tal industries, Thes strikes
undoubtedly have been encouraged by the Government's own statements that
the strike ban is undesirable and will soon be changed and by Labor Minister
Tedjasukmena's obvious hesitation to enforce its

INDOCHINA, Viet Minh Attack on French in Tonkin Still Threatengs Viet
Minh forces are continuing to build up in the area o ite the southeast 25X1C
angle of French defenses in Tonkin, ol 2BXAA

that these tro will attack in the near future,
ﬂo COMMENT: The French are aware of this threat and are
probably prepsred teo repulss it successfully.

The Chinese Commmist Party journal, People's Daily (the Chinese equivalent
of Pravda), in the course of a long editorial reviewing the Commmsist
version of the Korean conflict and deriding US military capabilities,

states that the "Chiness people fully endorse™ Malik's suggestion that a
cease-fire be arranged, Howsver, the editorial agserts that, if the US

®is willing to stop the war, she should thersfors fall in at once with

the fust and reasoneble mesasures for peaceful setilemsnte..repeatedly
propesed® by the Peiping regims, (R FBIS, 26 June 51)s COMMENT: The
editerial does net explicitly reaffirm Peiping's earlier terms for "peace=
ful settlement®s withdrawal of UN forces from Kores, admission of Communist
China to ths UN, and US abandonment of Taiwen, The reference, however, to
sarlier prepesals implies that Peiping’s unacceptable terms will sgain be
brought forward after a cease=firs is achieved, a pattern made familiar

in Commuinist-Nationalist relations during the Chinese civil war, Ths
Peiping regime appears preparsd pelitically, sconomically and militarily

te contimué ite commitment in Korea indefinitely,

KOREA. Fregh Commynisi 0it Contacted in Kores, Far East Command reports
the capture of 8 priscners from the Chiness CGommnist 47%h Army in the
Chorwen area, Elements of this ermy; part of the Fourth Fisld Army, were
identified in Seuth China ag late as Janvary 1951, Chinese Nationalist
Intelligence reparted the 47th moved to Menchuria in April, FECOM notes
that this gromd contact temds to support the rumerous agent and PW
reparts regarding the commitment of fresh Fourth Field Army units te
replace those ufiits. of-the same Field Ay which were returnsd te China
or were wifhirawn from forward areas for rotaticn or rehabilita tion, (s
FECOM Telscon 4880, 27 June 51). :

' v erin Korea., A prisonsr of war interrogati en team,
ionson conditions in North Korea geined frem

CHINA, Joug
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recently taken prisoners, states that the food chortage has becoms so acute
that the Chinese Communists stopped requisitioning fooed supplies about the
end of April. Some starvatien exists among the civiliang near the east
central front line area, Farm production is low with less than one~fifth
of the fields near the fighting zone under cultivation, although in the
rear areas most of the land is planted, Labor and fertilizer slortages
are responsible for the reduced yields, The food shortage is being blamed
on the Chinese Commmnist troops and is ceusing growing animosity betwesn
the Chinese treops and the Koresn civilisns and troopse (S Pusen 1087,
25 June 51)s COMMENT: This is the first informatien recei ved that the
Chinese forces no longer requisition supplies, Otherwise, the agricul=
tural cutlock as presented, is gererally borns out by other sources as

are the comments en Sino-Keredn friction. ‘

=lalipox Vubhresk in North Kores. Radie Pyongyang on both 23 and .
25 June made refersnces to smellpox in Kangwon Provincs on the east coast
immediately north of the 38th Parallel, Health worksrs are credited with
giving 'aid %o mere than 300,000 persons, advice te more than 80,000 and
45023 patients wers cured bf smallpex caused by the Amricans.” (R FBIS

26 June 51), COMMENT: While the worst outbresk is in Kangwon Provinecs,
smallpox is apparently widespread since efd demic teams ars also reported -
in North Pyongan and Kanggye Previnces aleng the Manchurian bterder, Reuters
reperts & broadeast referring to over 40,000 cases in the northeast coast

area,
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"B* TTALY. Resurgence of Neo-Fascism, Increasing pressure on the neo-Fascist
Ttalian Social Wovement (WBI) Fo assume an intransigently anti-US position
is reportedly being exerted by its terroristic para-military organization,
the Fasces of Revolutionary Action (FAR). The FAR, composed largely of
die~hard ex-militiamen of Mussolini's Salo Republic, is extremely national-
istic, is opposed to Both the Christian Democrats and the Communists, and

seeks Yo overthrow democratic institutions in Italy by every possible means,

It has connections with Fascist groups in other countries and maintains
particularly close ties with Franco Spain., Many MSI leaders are members

of the FAR, The MSI has received financial aid from even right-wing
members of the Christian Democratic Party. Tt is making considerable head-
way in gaining popular support and offers a particular
Ttalian youth,

‘since the 1948 natTonal slect

e MSI has been gradually gaining strength
ions—-a trend confirmed by the recent local

25X1A
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elections, Although not yet considered by official observers as a

force to be reckoned with (it has so far maintained a pro=US position on
many international isgues), it will undoubtedly continue to attract sup-
port from those nationalist-minded groups who are dissatisfied with the
present Govermment!s policy and yet oppose Communism, If, as is antici-
pated, the Government accelerates its agrarian refomm program, influential

land-owner elements will tend to give the MST increasing financial support

VATICAN. Pope Believes War Inevitable, In reply to, and in implied ap-
proval of, the strong anti-Communist statements of the newly accredited
British Minister, the Pope appeared pessimistic regarding possibilities
for preserving peace in our time, He indicated that the chasm between
East and West was becoming much deeper with time and that the astablishment
of peace seems a forlorn hopes In.a vailed reference to the breaking up
of the Paris conference of deputy Foreign Ministers, he recalled his ef-
forts to bring about a true and sound understanding améng nations, but
remarked that that objective "seems to recede farther and farther away,!
(U NY Times, 2} June 51) COMMENT: Tt is possible that in the face of
world-wide persecution of The Church by Communists and the persistence of
strong Communist currents in Western Europe, the Pope now believes that
war is the only thing that will Preserve the Churchis strength in Europe
and Asia, : .

. - Policz‘Toward Palestine to Be Revised, Cardinal Tisserant, who
ag secretary o Holy Congregation Tor fhe Uriental Church has the
icy in that zone, realigzes

greatest responsibility for the Holy See pol

and Arsbs on this isstie, Cardinal Tisserant has been authorized to study

the entire problem with a view to early revision ¥y toward
holy places in Palestine, o - 25X1A
COMMENT: The Pope indicat a5t year that a revision of the Churchis

stand Tor the internationalization of holy places in Palestine might. be
possible, while Monsignor Tardini, acting Secretary of State and a
conservative, is believed to have opposed any change in the Vaticanls
policy.. There is no Arab-Israeli "front" on this issue, The general
‘impression is that the Arabs have on the whole approved the Vatican's
position regarding Palestine in general, ' 25X1C

SPAIN. Franco Reported Seal ing Rapprochement with the Church, F
» reports a 256X1C

3 : 2 ITE between the Regime and the Church,
Marbtin Artajo and other prominent Catholics are reported responsible,
The 8panish Church reportedly ordered a cessation of criticism of the
government after a conference between Franco and Primate Pla yDeniel in
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garly June., The reconciliation move was reportedly championed by the

Bishop of Madrid and supported by the Bishop of Malaga (an outspoken

critic of the Yegime Earlier the Vatican is reported, 25X1C
to have held long conversations with a Spanish
representative concerning the cancellation of the freedom from ¢ensorship
previously enjoyed by the Catholic publication TU. Meanwhile, it appears

that the Vatican directive to the Spanish clergy on social conditions did

-'not, as reported earlien stronsly the regime. 25X1A

8 Madrid Desp. 1375, 18 May 51)

OMMILNL 3 ere are Indications that France is attempting to placate disaf-
fecf@ﬁ supporters of the regime, No open break between Franco and the
Church has ogcurred and steps are apparently being taken to -prevent policy
differences from leading to a crisis, If the report is true, it would ap-
pear that Franco has made some concessions to Church pressures and that |
the Catholic Action-Monarchist group may be regaining influence in the
Govermment at the expense of the Falange, The Vatican, although desirous
of improving the welfare of the people; does not want a precipitate change
in the Spanish regime,

'UNITED KINGDOM. British Continue Preparations for Protection of the
actiation of their Nationgls from iran, Foreign Becretary Harbert Mor-—

rison said yesterday In the House of Commons that the crulser Mauritius

has been-ordered to the vicinity of Abadan from Somewhere in the Persian
Gulf. London circles reported that the UK Government has decided on the
early withdrawal of British personnel under dover of troop protection . if
necessary, The Cairo press reported that UK troops are expected sdon to
leave for Basra, Irags (U NY Times, 27 June 51) COMMENT: These reports
indicate further steps in the Imp ementation of ‘British plans already
announced, A cruiser has been in the Persian Gulf since March, to remain
for the duration of the emergency. Tropps sent from the Canal Zone to
Basra, near Shaiba airfield, would be in accordance with War Office plans
(see OCI Daily Digest, 23 June 51). The British Government is under

- pressure from Conservative members for firmer action, while Labor members

are more fearful of the implications of a show of strength, Although the
British are following a prepared plan in the Iranisn crisis, it is evident
that each step is taken reluctantly, and only when there appears no
alternative, , ' ' o -
Support for Farly German Rearmament Seen, = The head of
the Foreign 0fficeTs German political department has observed that, as

a result of the breakdown of the Deputies? talks in Paris, 1) +the Western

~ powers should press for German rearmament, 2) that the British Joint

Chiefs of Staff are of the same view, and 3) that Foreign Secretary
Morrison is "sold" on the need for an early German contribution to Western
defense, ' (8 London 6782, 23 June 51) COMMENT: Previous indications had
been that responsible British officials Telt no great urgency in the need
for German rearmament, despite the Government's agreement in September 1950
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toéa German contribution to Western Defense., The British counseled
caution especéially during the many months when consideration of the
subject at a possible Foreign Ministers! conference seemed likely.
Another retarding factor has been the considerable public opposition

to German rearmament, especially in Labor circles, (See OCI Daily
Digest, 12 Mar 5l.) Recently, however, the failure of any serious
foreign policy rift to develop in the Labor Party as a consequence of
“Aneurin Bevan's cabinet resignation, and the apathetic public reaction
to the termination of the Deputies! meetings may have instilled some new
confidence into Government leaders--who have regularly been ahead of public
opinion on the German question,

#C#  MEXICO. Student Riot. On 23 June, students from various schools and the
OnIversity of Mexico engaged in a five-hour street battle which resulted
in injuries to 150 participants and damage estimated at US $58,000, An
attempt to burn the doors of the Vocational School failed, but great
damage was done with rocks to the School of Dentistry and valuable equip-=
ment was destroyed, Ambulances were attacked, and the police-=badly out-
mumbered--failed (to intervene. The riot was terminated only after the
students of the Military College threatened to take part, AL first, the
battle was reported as arising out of a university initiation; later,
however, a press report stated that the police regard the riot as a "pre-
meditated act of Communist agitators's (R Mexico City 1657, 25 June 51).
COMMENT: The battle illustrates the.extent to which the normal student
potential for riotous behavior may be released on a holiday. It is unlikely
that the riot occurred or spread as a result of "premeditated Communist
agitation". However, it serves.as a reminder that unpremeditated riots may
occur in Latin America which could conceivably affect US interests.
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IRAN, AJOC's Pogition in Iran Dsteriorating Rapidly. The U8 Enmbaggy in
London has been informed by the UK Foreign Office that as a result of

the Iranien oll commission's letter to Abadan Refinery Manager Drake,
accusing him of sabotege, Drake was flown out of Iran on 25 Juns, The
Foreign Office is perturbed over this news and fears it will hawve gravye
repercussions on other Angleo-Iranian 0il Company (AIOC) persomnel whe

will feel if the situation is sufficiently serious to necessitate his
departure, they should leave as well., Over the weekend the Britisk
Manager of the small ATOC installation at Kermansheh (western-central

Iran) was notified that he was no longer in aubhority "because of non-
cooperation®, (S, S/S London, 25 Jun 513 C, S/3 Tehran, 25 Jun 51)
COMMENT: UK Foreign Secretary Morrison told Parlisment on 26 June that
all tankers have been instructed to leave immediately, if necessary, after
unloading any oil they have teken aboard. Meanwhile, he also announzed
that the British cruiser "Mauritius" had been ordered to preceed immediately
to the Abadan ares, Although the UK is probably not surprised hy the rapid
deterioration of AIOC's position,it is now planning on a day-to~day basis,
Drake's departure, and the order recelling sll tankers are direct results
of two Irenian moves: (1) the ammouncement that the law was dhortly to be
enacted under which any person accused of sebotaging oil production was
liable to trial by a military court amd (2) the refusal by tke Iranians

to permlt any loaded oil tenkers to leawve without a receipt signed by the
ship's master in effect acknowledging Irenian ownership of the oil trens-
ported. Although Mossadeq has invited the AIOC steff to stay, the condi-
tlons under whiech they would operate, and the general attitude of the
Irenians, meke i1t virtually certain that a mass sxodus will take plaze in
the next few days. The result of this will bes (1) unemployment of approxi-
mately 80,000 Iranien wil-werkers, (2) a cut of approximately 40% in govern-
ment revenues formerly derived from oil royalties—-~these payments were sus-
pended on 30 April (3) suspensicn of virtually all oil exports from Tran
due to Iranian lack of tanker shipping and a (4) complete shutdown of the
refinery due to Iranien inability to manage and run such a complex
installation,
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Iranian Official Declares Attempt by ATOC Staff +to Depart in Group Weuld

Be Tantamount to Sabotege. The US Embassy in Tehran reports that Daftary,

a member of the Provisional Administrative Couneil, made a public statement
on 25 June to the effect that any attempt of the British staff of the Anglo-
Iranian Oil Company (AIOC) to depart in a group would be tantamount to
sabotage, and that the anti-sebotage law will probably be passed 30 June

as a matter of special urgency. Meanwhile, the position of Draks, Abadan
refinery manager is still unclesr., The decision has been referred to
London ag to whether Drake's sudden departure for Iraq should be explained
as an offieial trip, and that he will return, or whether he should be in-
structed to return to Khorremshshr without the issuence of an official
statement, (S, 8/S Tehran 3440, 26 Jun 51), GOMMENT: Daftary's inflamma
tory statement is in keeping with the current mood of Iranian officials,
however, it throws some suspieion on the sincerity of previous offieial
statements that the ATOC personnel were free to leave Iran, though were re-—
quested not to do so en masse, Drake's return to Iran in the present cireume
stances would probably not long encourage willingness among British ATCO
personnel to face further ineidents arising out of the anti-sabotage law,

ISEAFL/SYRIA, Situstion Deteriorating in Huleh Demilitarized Zone, After
congultations with General Riley, Chief of Staff of the UN Truce Supervisgion
Organization (TS0), the US Embassy in Tel Aviv reports that unless effective
aetion is taken promptly in the dispute over the Lake Huleh region serious
consequences are likely to result. The Embassy feels that it is clear that
no agreement for the continuvation of the drainage project on Arab land will
be reached becauge the landowners do not want to subject themselves to Arab
displeasure, Work on the Jewish~owned land will be completed in a fey

days, and the Embassy believes that Israel will then appeal the case to

the Security Couneil, However, Israel has no intentions of allowing the
drainage project to be halteds and if a UN decision were delaysd, it would
teke direct action, whieh would undoubtedly be countered by Syria, Difficul-
ties have arisen dquring the interviewing of the Arabs evacuated from the
Huleh region; UN representatives felt the refugees! reactions were conditionm
ed by fear of Israeli pressure on one side and Arab displeasure on the other,
Certain problems will arise in repatriating those 750 who wish to return be-
cause many of the willages have been destroyed, The Embassy estimates

that Israel by indirect means will attempt to resist their return, The En-
bassy anticipates that Israel will refuse to remove their police, which are
in eontrol of virtually the entire area, and return the area to civilian
administration., (S, /5 Tel Aviv 906, 22 Jun 51), COMMENT: Until seme
territorial settlement in this ares is arranged, outbreaks of wiolencs are
possible at any time, Syria is determined to retain control over at leagt

& portion of the demilitarized zone, while Israel wants control of the en
tire area because it lies within the former Mandate borders,
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