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SECTION 1 (SOVIET) - - .

USSR. Copment on Soylet participation in the Japsnese peace trealy cole
ferences The Soviet desision -to attend the Japanese peace -conference s
an indication of concern over Western plans to proceed without the USSR

if necessary, It is also a sign of Soviet inability. to ‘hinder the con~
clusion of the treaty and to prevent widespread adherence to ity The 7
conference will offer the USSR the opportunity to exploit objections to -
the joint US-UK sponsored draft held mainly by Far Eastern nations over
questions such as reparations, resrmament and Ghin@s_e;f::e‘pmSe;ztba‘tion,

1.

Past Soviet eriticisms of the US draft treaty have emphasized the
4 absence of guarsntess against a resurgence of Japanese aggressions
ineluding future Japanese adherence to regional security arrengements,
and the treaty's implicit sanction of the retention.of US troops amd
bases in Japan, The USSR has also charged that Japa: ' 48 being prevented
from esteblishing normal economic relations with meighboring states and
developing its peacetime eeonomy, S T I

Moreover, the USSR has objected to US procedure, maintaining that
the treaty should be prepared by the Big Four and that'a multilateral
conference should then be held te consider Pavailable treaty drafts,”

On 20 July, Gromyko asked Ambassador Kirk vhether comments on the US
draft were being requested of the Soviet Govermment, which probably fore-
shadows Soviet circulation of draft proposals for conference consider-

2o S0 : _uninformed regarding USSR attondance at -

" ireaty conference: According to Tokyo Central News, a spokesmen for the .
Soviet Mission in Japan declined comment on USSR abtendance at San Fran=
ciseo conference saying that he had not teceived any official notice from
Moscow and had heard the news only over the Japanese radio. | | - 25X1

25X1 | | L L LT |
Commepts It is not umusual for Soviet officials abroad to be unine
formed regarding high-level policy, with the result that often they are
- _caught uvmaware by moves such as this, i e L

36 New USSR Railroad Journal publisheds ~The first number of a new
industrial-technical journal Railway Construction has recently appeared
in Moscow, Published by the Mipistry of Transport, its main task is
said to be to spread knowledgé of advarced methods of railwaey construc-
tion, to recount the experiences of individual Stakhanovite builders,
and to consider questions concerning mechanization and the formmulation

TOP SECEET

* Approved For Release 2004/1 2/22% CIA-RDP79TO01 146A000300400001 5



25X1

25X1

2

4o

56

* Approved For Rel% 2004/12/22 : CIArRDP79T01146A0w0400001-5

TOP SECRET

of new projects, The first issue contains articles on the "successes"
of railway comstruction in the USSR, and repértedly devotes considerable

- space to the problems of railway transport comnected with the construge

tion of the ¥gigantic® hydré-electric bower stations and irrigation
ca:_l‘xang L '

Comments The appearance of this Journal is of interest because of
the considerable stress that has recently been placed in the Soviet press
on the need for railroad improvements, It is possible thet the USSR
transportation system is presently overburdened by shipments of warious
materials from factories to the building sites of the grandiose post-war
construetion projects,

EASTFRN EUROFE, GZECHOSLOVAKTA, Further harassment 6f US migsion
Praguas . The'GzechbleVakJGovérﬁmehtlhas.recently,refﬁsedfﬁo clear scme
‘tnaccompanied US diplomatié pouches unless they weére opened, Ambassador
Briggs reports from Prague, The US Embassy has refused to allow any of
its pouches to be opened, Briggs states that similar Czechoslovak aztion
has been taken against the diplomatie pouches of other Western countries,
A meeting of Foreign Affairs Ministry persomnel responsible for customs
matters was scheduled for 13 August to establish future procedures:: for
handling diplomatic pouches, Ambasssdor Briggs will recormend reciprocal
treatment as soon as Czechoslovak intentions become clear,

25X1

Comment: The inviolability of diplomatiec bouches Hhas only the foree
of an internationally respected custom and courtesy, Brazil recently
opened two Czechoslovak pouches to-intercept smuggled goods so that this
move on FPrague's part may be a form of retaliation or a warning to other
Western powers not to follow suit, The Italian Goverrment recently closed
its Consulate General in Bratislava over s dispute involving a Czechoslovak
demand to open the Consulate®s diplomatic pouches, .

in Budspest demanding that "organized and systematic frontier provoecations
cease without delay.” The note warned the Yugoslav Govermment that respongi-
bility for the. consequences of border violations by Yugoslavia rested
exclusively on the Yugoslav Govermment, Attempts to infiltrate spies into
Hungary, the kidnaping of Hingarian citizens, and attacks on Hungarian terw
ritory were alleged to have becoms more and more frequent, The note stated

- that the aim of these frontier violations ‘was to disturb the peace in Hun—

garian territory with violent and aggressive acts, It accused _
Govermment of hostile intentions toward Hungary, _____________ibg_!hegﬂlaz] 25X1
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Cormont: This is the 35th published note which the Hungarisn Govern~
ment has. sent to Yugoslaevia regarding frontier violations since the Titoe
Cominform bresk, It is the first, however, which has demanded & cessation
of the provocations, A Rumanien note on 29 June protested frontier vioe
lations by Yugoslavia and also demanded that Yugoslavia "take the necessary
steps to prevent the occurrence of further provocations," The Hungarian

note followed by a few days Yugoslav notes to Hungary and Rumania protest
Cominformeinstigated border ineidents £ e
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SECTION 2 (EASTERN) -

1. INDIA. Comment on Nehru's possible resignation as Prime Minister of India:
The first oblique public reference to the possibility that Nehru might
resign his post as Prime Minister has appeared in the Indian press, .
Significantly, the suggest.lon is attributed to Congress Party Pres:.dent
Tandon, with whom Nehru is currently at swords® po:t_nts.

On 12 August, the newspaper Times of Ind:_a. reported Tandon's view
that Nehru should ease the current party crisis by taking over  both the
Congress presidency and the Prime Ministership or, as an altermative,
that he should assume the party presidency and resign as Prime Minister
in favor of someone commanding his 'loyalty and respect.” 25X1‘
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4. INDONESTA. Government believes recent lawlessness was Communisb-ins pireds
A cabinet member told US Ambassador Cochran that Lthe Indonesian Attorney
General has evidence that the scattered incidents during the week-end of
5 August--including the attack on Tandjong Prick--were Communist-inspired
and coordinated. He said the government had already made many arrests and
would make more if circumstances warranted. The officisl also stated that
an effort would be made to clean the Communists out of the Ministry of ILabor.. 25X1

Meanwhile, police and security forces arrested severa
25X 1 political suspects in Medan (North Sumatra),
|the prisoners are chiefly Chinese but inelude several
Puteh nationals and most of the local Indonesian Communist Party leaders.,
The majority will be released after 17,August_(lndonesian independence ’
da a_date fo ich the Compunists have plamned widespread demonstrations.

25X1

Comment: Indonesian officials have in the past defended the government
for taking no action against the Commmists with the argument that the
government had to await an overt act by the Communists of sufficient
impertance to justify a repressive policy. ’

Medan is the only eity known to have undergone a wide security
: sweep®, It igs not clear whether this was specifically ordered by the
! central government or whether it was undertaken on the initiative of
' Col. Simbolon, the efficient military commander in North Sumatra who 25X1
is generally credited with maintaining the most secure area in Indonesia.
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6. CHINA. Hong Kong restricts trade with Macac: Hong Kong is now requesting
written assurances from Macao that strategic items imported irom Hong Kong
will not be transshipped. The US Consul General, however, points out that
no credence can be given any assurances from Macac officials, Petroleum,
tires, metals.and other strategic goods continue to be shipped openly from
the Portuguese colony to China, and the Commmists have .declared that 100
trucks will be used to move goods over the new highway between Macao and

25X1 Canton. | |

Comment : Hong Kong measures to restrict legitimate trade with Macao
will not curtail the smuggling traffic, It is this traffic, rather than
the legal trade, which has become the principal channel for petroleum
and other strategic goods moving from Hong Kong through Macao to the
Commmnist mainland. In the absence of more vigorous anti-smuggling o _
enforcement in Hong Kong, Macao will continue an important transshipment 25X1
point for strategic goods moving to Communist China.

8. American POWs reported to be in Shapnchais: | 25X1
25X.1 . [78 American POWs were held in'a Shanghai camp in mid-July.
25X1A |
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Comnerde Several thousand US POW's are believed to be in Chinese
Conmunl st Hands, "POW camps have been reported at Canton, Hankow and now
Shanghai in China, and in Mukden and Iiaoyand in Menchuria. Nome of these
reports hag been confirmed, .

25X1

25X1

- 25X1A

KOREA, North Koreans to use civilians in POW returnss | |

| North
Rorean authorities are gathering refugees and ordinary citizens together
in rear area camps, These people reportedly ®ill be degignated prisoners
of war and used in any excharige of prisoners growing out of the MnLl

cease~fire talks, |

Comments The great dispaf‘ity between the large number of prisoners
of waF held by the UN forces and the small number held by the Communist
forces may have induced the North Koreans to resort to such a subterfuges

. however, this activity is unconfirmed, -

% mlibary courb seeks former Defense Minister as a witness: A ROK
nilitary court, currently investigating members of Lhe army wno .were ine
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sted the Ministry of
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. Comerbi The expose of the WNational Gusrd Scandal®’ in early April .
caused hhee to replace the three. responsible _-_cabinat",\qf;ﬁ?iéje{xfs{%n&ludj.ng : 25X1
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SECTION 3 (WESTERN)

GERMANY. New treason law would restrict Allied information in Germany:
US High Commission in Frankiurt points out that the new German treason
law is much broader than similar laws in other countries and will have

a gseriously adverse efféect on German-Allied relations if it is signed and
put into operation. Consultations with German legal officials failed to
dispel the fears of the ngh Commission that the law may be reasonably.

interpreted:

(2) to prevent the volunteering of information to the
Occupation Powers; especially to Allied intelligence
agencies; and

. (b) to permit the Allies to have access to information only
in reserved fields,

. The Germans ignored an order to submit the law for the consideration
of the Allied High Commission; they have, however, obeyed a further order
‘o refrain from signing the law until consultations can take place.

The High Commission is reluctant to disapprove the law, as this would
mean delaying anti-Communist legislation., Instead, it is considering passage
of a High Commission law to give full protection to communlcatlons and
relations between the Germans and the Allies,

- Comment: The Germans want, as much as possible, to have the full
range of powers.of an independent nation when the new contractual arrange—
ments go into effect, | They intend to hold down special Allied occupation
rights to a minimum, and are particularly concerned to maintain exclusive
control over "state secrets", |

. Minor coalition parties object to Adenauer's "dual economic pollczﬁ-
US representatives in Born point to potentlally serious strains in the

" German coalition as a result of conflicts over economiec matters, Vice

Chancellor Bluecher (Free Democrat) and Muehlenfeld, the German Party leader
in the Bundestag, répresenting the two minor parties in the Bonn government,
held a meeting on 10 August to consider their position on current economic
policy developments, Among their reported views, which they telegraphed to

Chancellor Adenauer (on vacation in Switzerland) are these~

(a) rejection of a "dual economy policy", i.es, one-
bolicy framed by the coalition as ‘a whole;-and - = .
another determined in Adenauer's personal negotiatlons,
especially with the German Federation of Trade Unions; and
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(b) skepticism over the way in which the Schuman Plan
would operate, if the 1atest decision of the Ruhr
Authority on the German coal allocation is an example.

Bluecher and Muehlenfeld did not openly threaben %o withdraw their
parties' support of the Schuman Plan. bub stated that the IAR decision

tgndangered its ratification'.

Comment:  This telegram 1is evidently intended to warn Adenauer away
from 3 1iberal view in his present negobiations with the Trade Union
Federation by hinting that such a policy'would'threaten ratification of
the Schuman Plan. The minor coalition parties; largely.representing industrys
gti1]l feel the sting of Adenauver's support of greatly extended rights for
1sbor last spring. Furthermore, Bluecher is fresh from defeat at the hands
of the Ruhr Authority, where he was unsuccessful in obtaining a reduction of
Germany's coal export quobas :

In view of the furor which the coal controversy has provoked in Germany,
Adenaver will be forced to take a strong 1ine in defense of the German
position, prejudicing Allied hopes for 2 quick agreement on 2 German contri-
bution to Western defense. :

FRANCE, Paris is reluctant to suspend Czech overflights: The French Foreign
OTTice has informed the 5 Embassy tnat France is reluctant to suspend Czech
overflights ab this time. The French claim that they have exhausted avail-
able political sanctions against the Cgechs, and obviously feel that any
sconomic sanctions would hurt France more than the desired political gains
would warrante

Comment: The US has proposed the suspension of overflight privileges

in Western Germany to planes belonging to the Czechoslovak National Airline
in order to bring pressure to bear on Prague to release AP correspondenb
William Oatisa Greab Britain has agreed to recommend this couwrse of achbion
to France, Belgium, and the Netherlands. The UK, however, remains

convinced that, rather than an unexplained_suspension advocated by the US,

a definite connection should be announced relating the release of Oatis

to the reinstatement of overflight privileges. The Belgian Ambassador in
Prague has heartily endorsed the jdea, while the Netherlands Foreign Minister
has admitted that the Dutch airline would lose 1little by canceling its.

.gervice into Prague.

AUSTRIA. Czech trade delegation exerts pressure on Austrians for strategic
matorials: The Gzech delegation now negotiating an Kus tro-Lzech trade agree-
=t In Vienna is demanding large concessions from the Austrians in

strategic materialso The Czechs are primarily interested in heavy machinery,

- TOF SECHET
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pig iron, steel, and ball bearings, and, are threatening to cut off Czech
coal and sugar unless their terms and conditions are mete, It is alleged
that the Austrian commission has consented to the licensing of $1,600,000 -
worth of heavy machinery exports to the Czechs. '

Comment: Following similar tactics employed by the Poles to obtain
concessions from Austrian exporters, the Czech demands may indicate that
the Fastern satellites are increasingly embarrassed by declining East-West
trade, However, the pleas of the Austrian negotiators to the US Legation
for assistance indicate the vulnerability of the Austrian. economy to this
kind of economic warfare. Austria lacks sufficient foreign exchange to
turn to the West for imports normally obtained from the East, a situation
highlighted by Austria's rapid exhaustion of EPU credits this years

Furthermore, pending Congressional action on the Foreign Aid bill, the
US Legation in Vienna is reluctant to make commitments to the Austrian
Govermment for additional aid. Austria is therefore considering the pos-
gibility of agreeing to long delivery dates for a small number of embargo
types of ball bearings, with the idea of ultimately refusing deliverys.

NETHERLANDS . Presence of Amboinese in the Netherlands produces violence:
The NetherlLands military police quelled with difficulty the o6 August riots
between Dutch civilians and the pro-Dutch Amboinese, interned at Middleburg
and Eindhoven. The Amboinese who were brought back to the Netherlands to
avoid offending the Indonesians are becoming very restive; and are daily

becoming more of a problem for the Dutch Government., - The outbreak of

violence reflects the Dutch Army command's lack of progress in solving

leadership and disciplinary problems jncident in the recall of Indonesian
veterans for refresher training,: |

Comment: The approximately 12,000 pro-Dutch Amboinese, including

3,000 soldiers, have created a grave housing and employment problem for

the Dutch, and to date the government has made no determined efforts to
find a solution, The problem is enhanced by the Dutch fear that ubtili-
sation of the Amboinese for military purposes would raise serious objections

on the part of the Indonesians, who regard the Amboinese as Indonesian

citizens temporarily residing in the Netherlands,

TTAT¥, Controvebsial Budget Minister may head committee to direct Italy's
Sconomy: The ltalian cabinet is discussing the establishment of a com- -
wiTTee o direct the nation's economy through the use of conbrols over
raw materials, foreign exchange, and govermment loans. Two . Christian
Democrats are the principal candidates for the top position oh this com-
mittee, Pella appears to have the inmer track; however, Campilli may be
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piven important operating responsibilities under,himg 

Comment: Pella as Budget Minister in the new cabinet coordinates and
directs Italian financial and economic policy. His duties include re-
organizing the financial ministries, absorbing the. general direction of
the Treasury, and controlling important economic. agencies. His appointment
to head the projected committee would make him virtual ezar of the country's
economy, He has been criticized by both ECA and reformist members of his
own (Christian Democratic) party for urwillingness to adopt a more aggressive
investment program that would permit a fuller employment of Ttaly's pro-
ductive capacity. His conservative financial policy could prevent expansion
of the country's defense production to accord with NATO. requirements,

SPAIN. Bumper wheat crop relievés pressure on governments Minister of
Agriculture Rafael Cavestany has announced that Spain's 1951 crop prospects
are the best in 50 years, Earlier, the Director of Agriculture had estimated.
this year's wheat production at more than L million metric tonss Informed
goverrment sources say that this total, an increase of 30 per cent over the
1950 harvest figure, should fill Spain's current rations requirements. '
Meanwhile, the National Wheat Service has been aubhorized to buy up surplus
wheat at 70 per cent above the base price for forced delivery quotass:

Comment: The record wheat harvest should ease public. pressure on the
government for improved rations of this staple foods: -The Spanish Government'ts
frantic efforts in May and June to purchase foreign wheat reflected a fear
that a reduction in the already meager wheat ration might become necessary,
which would have further aggravated the grave internal situation existing
in Spain at that time, By paying premium prices for this year's surplus '
wheat and by continuing to press for wheat credits under the US Export-Import
Bank loans agreement, the Madrid government may be able to collect suf-.
ficient stocks to increase and improve the wheat ration without raising the
quotas of forced deliveries, ‘

SWEDEN., Foreign payment balance expected: US Embassy Stockholm reports
That a balanced foreign payment account is "not unlikely" for the calendar
_ year 1951, and the Finance Minister estimates that the export surplus may
reach 150 million dollars., Increasing export prices arid tapering-off of
import prices have resulted in a continued improvement in terms of trade.
Although the inflationary pressure has decreased, the government is

Comment : Sweden's current economic situation has sé,iﬁproved that,
at it5 own suggestion, ECA aid has been discontinued. However, a general
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rise in prices since the outbreak of the Korean war has forced upwards the

price level and the cost of living., A temporary stabilization has been

achieved; but the inflationary danger is by no means eliminated, and wages

can be expected to increase when the new collective bargaining agreements.

are negotiated in November. TFurthermore, the critical fuel situation 25X1
| | poses a very definite threat to the over-

economic stability of the country as well as to its productive capacity.

BRAZIL., Communist leader advises purge: An "unprecedented purge® in the

outlawed Communist Party of Brazil has begun, according to the radio. In

a published manifesto, Luls Carlog Prestes, the Communist leader, advised

the party to purge "opportunists, adventurers, those weak in the Leninist :
and Stalinist ideology, the petty bourgeois, and intellectuals and students 25X1
who have become separated from the fundamental ideology of the Communist

Party". He stressed the need for a party purge which would "replace unsuit-

able leaders with legitimate and audacious workers®. | |

duction of gtrategic materials needed in the US defense program.

Comments Prestes, who is in hiding, has issued other manifestos calling
for action on the part of the Communistas. He may have been goaded into this
action by reports of a movement among Communists and former Communists to
form a Brazilian Communist Party along strict national lines, modeled after
Titoism in Yugoslavia,

MEXICO. Loan for railroad rehabilitation will aid US defensé: The Export-

Tmport Bamk has announced bthat it nas granted two credits boveling $56 million 25X1
to Mexico for railway rehabilitation. The Bank has indicated in the past

that transportation loans would form part of the program to increase pro-

Comment: The Economic Attache of the US Embassy has called the Mexican
railway system "deplorably inadequate. Much of the track is in bad
condition and too light for modern traffic; shops are poorly equipped;
motive power is insufficient; the car shortage 1s chronic; there is in-
adequate electric power on the important mountain section; and the system
is burdened with excessive indebtedness., The effect on strategic production
is indicated by a recent report from the US Consul at San Luis Potosi, who
states that ™a severe shortage of rallway cars to haul ores and metals is
greatly impeding production in this districts, Asarco has several thousand
tons of silver-lead ores at Taxco which they have been unable to bring to
their smelter because of the shortage of cars,!
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SECTION 2 (EASTERN)

GREECE, Oppositlon Papagos_increages: Boull Metaxas, the King's former
advieer and the man considered directly responsible by Marshal Papagos for
his rift with the King, has returned to Athens and is actively engaged in

lining up opposition to Papagos. Metaxas has asserted that he is speaking

for the King. \*

Comments Current estimates of probable election results indicate that

. Papagos prebsbly will win, with Venezelos! Liberals and Plastiraa® EPEK

following in that order, However, both the palace and government are making
an 81l out effort to wesken Papagos. Venezelos apparently is teking edvantage

of his position as prime minlster to prevent full military suppor‘b of Papagos,
and the palace is now as deeply snd energetically embroiled in the campaign

ag eny parliementary candidate,

L2

Egyptian Foreign Minish rlanning sbrogation of treat in Octobes
The Bgyptien Foreign Minister has informed the US Ambassador in Cairo that
he does not intend to abrogate the Anglo- Egyptian Treaty during the present
parliamentery session but to wait probably until October, The British Avbassa~ o5y
dor has been instrusted to intimate to the Egyptian euthorities — in case

there is danger of an early explosion —= thet progress is being made on the

study of a "new approach" to the defense of the Middle Easts r

 lesociated States but does not say it would not attend if the A'ssociated

- Comment: This delay in abrogating the treaty beyond the August date
that the Foreign Minigter had previously mentioned, would seem to reflect the
influence of the King, who does not want to have the negotiations with the
British broken off, The "new approach® being studied by Britain is probably
the Middle East theater command proposal now under discussion in the Standing
Group of NATO, This proposal envisages a multilateral defense setup for the
Esstern Mediterrenesn under British command. - -

Britian evidently hopes that if it offers to inelude Egypt in & regional
defense pact, Egypt may agree to foreign participation in Cenal defenseg.

INDOCHINA, Pakistani and Indonesian views on. Associated States' signature
of Jepanese peace treaty: According to the French Forelgn Office, Pakisten,
while not favoring participation of the Associated States at the Japanese
peace treaty conference, would not oppose their inelugion if the US invited
them, The Indonesian Government continues to oppose inclusion of the

States were invited, 25X1
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KOREAc RCK unifiéation activities may be embarragsing Noxrth Koréas Ambasst
dor. Muccio feels that the strange Feilure of the North Korean propaganda.

mechanism to seize upon ROK anti-cease-fire and unification activities may
be due to embarrassment. He obgerves that unification sentiment in North
Korea is equally as strong &8 in the ROK, and that the volume of ROE
activity has probably had the effect of n"gtealing the thunder from the

North Koreens." Y—*

ROK unification sctivities laggings Ambassador Muceclo reports that
anti-cease-fire and pro-unification activity, while still st a high piteh,
1s "eertainly not increasingeoos” Muccio observes that the subject "hes
token on the aspects of an old story" to meny Koread and that the government
ig meeting increasing difficulty in arousing enthusiasi. He observes, in
addition, that a ngonsiderable number of Koreans have become moxe realisgtic

Comments It has previously been obgerved that despite the intensity with
which the ROK government was pushing the unification line, meetings held in
gupport of this stand were not large and gseemed to be disorgenized.

JAPAN, Emperor to attest powers of Japanese delegatess The TS Political
Adviser in Tokyo reports that the Bmperor will attest the full powers of the
Jepenese delegates to the peace conference. and will give an audience to the
delegates prior to their departure. The government, however, is reluctant
te include among the delegates & person close to the Tmperial Household, SO
that the Bmperor will not become involved in an essentially political nmatter.

Comment;s Associstion of the Emperor in some way with the treaty ls con-
gidered desirable, particularly by the UK, in order to give added mgsurance
of Japanese adherence to the terms of the treaty., The FEmperor's approval
will likewise have & salutery eoffect on Japanese public opinion toward the
treaty. '

SECTION 3 (WESTERN)

FRANGEn French Foreign Office ecritical of Acheson proposgalgs The French
Foreign Office has tentative reservatlons on the speedy solution proposed

for the problem of German regrmament in the precent personal letter from
Secretary of State Acheson to Foreign Minister Schumel. While the French
sdmit that simultaneous sattlement of both political and military aspects ‘
of the problem is logical and desirable, they believe that full unconditional
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political equality cannot be granted to the Bonn Goverment lest the Germens
subseguently "find a wey to welch"on making a defense contribution.

The Foreign Office thinks also that publie and political opinion is not -
yet prepared for such an "extreme " idea as German membership in NATO, and
fesrs that the proposal to discuss this point in Seplember mey arouse French
opposltion to other features of German rearmament. 25X1

Comments The basic Frénch premise is that the political arrangement
with the Federal Republic will not take the form of inter-governmental agree-

- ments, but rather of a contract between HICOM, the Supreme authority in

Germany, and the Bonn Government, The recent German unilateral action increas—
ing the export price on Ruhr coal, as well as the stiff bargaining position
generally adopted by the Germans, is making the French Government increasingly

wary of further concessions to Germany.

NETHERIANDS, Dutch hostile toward US interference in produetivity programs

Duteh reaction has been "violent! to the US suggestion that as a condition for

ald the US agencles concerned have a voice in the distribution of productivity
benefits among Dutch ecomomic interests. The Dutch have pointed out that this

plen would constitute political as well as economic intervention in thelr 25X
domestic affairs, The Netherlands Government, already sensitive to labor's '
demands, agrees that there is no question that labor especially should obtain

a substantial and equiteble share of these benefits, | |

Comments The Netherlands' atatus as a small nation makes it increasingly
fearful of US domination on the continent and of the loss of 1ts volce in
world affairs, Introduction of & system which the Dutch consider interference
in. their internal affairs may hamper implementation of the defense effort and

" can be expected to make Dutch cooperation in U5 policies more difficult to

obtain,

UNITED KINGDOM, Foreign Office expects Soviet propagenda effort at Sen

Francigeo Conferences The UK Foreign Office expects the Soviet Union to at-

tempt to use the San Francisco Conference on the Japanese peace treaty as a
propaganda rostrum in order to persuade or frighten some participants into

refusing to sign. The Forelgn Office suggests that the best Allled reply to

the Soviet announcement might be an expression of sentiments welcoming the

USSR!s participation with a pointed reilteration of the sole purpose of the
conference — to 8ign the treaty--~ end & reminder that all parties, includ-

ing the Soviet Unlon, have had ample opportunity to study the draft treaty

end negotiate changes, 25X1
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