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1. Nationalists concerned over US Taiwan plans-+US Embassy S /g
Taipei reports that the Chinese Nationalist Foreign Minister
an_d-o_ther high officials are concerned over US aims regard-
ing Taiwan. ‘According to the Embassy, the Chinese-~both -

' Nationalist and Communist~-~are evidently convinced that the
US has already formulated a long-range plan for Taiwan,
perhaps in conjunction with the UK. - As a result, the current
Us attitude on the Taiwan issue is regarded by the Nationalists :
as- somethtng less than frank.’”’ In summarizing his govern= 1
ment’s attitude, the Nationalist Foreign Minister informed the '
Embassy that he would very much like to go along with the US
in UN negotlations but that he must ‘‘¢irst know where the US

is going.

SUSPTHC

EUROPE

et n e = coMe o 2

2. UNITED KINGDOM: Analysis of political trends--US Embassy = S /S
London, in an analys1s of recent political developments, ex- |
presses doubt that ‘‘the Government will decideé to hold an 1
election this fall’’ and believes that at the Labor Party con- \
ference beginning 2 October the party, under. Attlee’s firm hand, i
will present a united front. The Embassy further believes that ' }
unless the international situation deteriorates, intense warfare 1
between the Labor and Conservative parties w111 continue un- -,-

: ‘wbated although neither side will inject major foreign policy 8
or detense issues into the picture and the basic unity of the ' |
'British on fundamental international issues will not be disturbed.
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- 3. KOREA: Report on conditions in Seoul--US Ambassador ch /an
‘Muccio reports his return to Seoui and indicates that

virtually all members of the Korean Cabinet headed by
President Rhee are in the city and plan to remain. ‘Muccio
says that loss of life and property damage in Seoul and- the
surrounding area are ‘‘terrible and beyond description.”’

Seoul is without water, elec_tricity, and means of communi-
cation; food is short arid the health hazard is great. He .
comments that the population is ‘‘in dire straits as.a result
of the harsh experiences of the past three months but is
remarkably cheerful in the face of tremendous losses.’’

He concludes that the rehabilitation work has already be-
gun and that steps are being taken to bury the dead demolish
the roadblocks, and clear the streets.

.
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E mbassy London transmits a report from the UK Foreign
Office that Chinese Communist Foreign Minister Chou En-

lai called in Indian Ambassador Panikkar in Peiping on'

3 October and informed him that if UN armed forces crassed
the 38th Parallel, China would send troops across the frontier
to participate in the defense of North Korea. Chou En-lai re-
portedly added that this action would not be taken if only South
Korean forces crossed the Parallel, . : . .

(CIA Comment: The Chinese Communists have long
had the capability for military intervention in Korea.on a
scale sufficient to materially affect the course of events in
Korea, and they now are supporting Soviet efforts;to intimi-
date and divide the US and its UN allies over the issue of
crossing the 38th Parallel. CIA estimates, however, that the
Chinese Communists would not consider it in their interests
to intervene openly in Korea if, as now seems likely, they
anticipate that war with the UN nations would result,

The “‘reliability and accuracy’’ of the source of this
report are open to question. It is also entirely possible that
. he is being used by the Chinese Communists to plant this
information in an effort to influence US and UK policy.)

EUROPE

2. GERMANY: Schumacher’s views on defense role--US High 3

Commissioner McCloy in Bonn has been informed by West
German-Soclalist leader Schumacher that he believes the
Germans would consider sharing in the defense of their
country only after being firmly convinced by a sizeable in-
- crease in US forces in Germany that there is a real chance
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to defend West Germany *‘as far east as possmle " (The
'cooperation of the Socialist Party will be essential to West
German participation in any West European defense system. )
‘Schumacher visualizes German participation in the form of

'a mobile force for which he thinks the Germans are traditionally
and psychologically best equipped In regard to the pro;ected
West German police force, Schumacher felt it was of the ‘‘utmost
importance’ for the police to be strictly separated from the
military, After a discussion of the police proposal with McCloy,

- Schumacher expressed the opmlon that the police plan was work-

able.”’

. YUGOSLAVIA: Tito-Kremlin relations unchanged--US Ambas-

sador Allen in Belgrade reports that although there are in-
dications the USSR is adopting a ““milder tone’’ in various
countries, hé has seen no evidence of any shift in the Soviet
attitude toward' Tito. The Ambassador doubts that the rumored

““secret meetings’’ between Yugoslav and Soviet representatives
have taken place. Allen concludes that although Marxists both
in and out of the Cominform might like to be reunited, he does
not believe Tito or any responsible member of his regime would -
either take the initiative toward a rapprochement or listen to
any overtures from Moscow with anything but the greatest of
skepticism.

(CIA Comment: CIA concurs with Ambassador Allen’s -
estimate.)

NEAR EAST-AFRICA

Afghan tribesmen and army regulars penetrated Pakistani
'terrltory near Domandai, Baluchistan, during the night of
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30 September-1 October. The Embassy reports that the

Pakistani military commander in that area has orders to -
expel the invaders but not to pursue ‘them across the Afghan
border, and that Pakistani air reconnaissance is on the
lookout for other troop concentrations or movements. -

(CIA Comment: This incident is indicative of the
strained relations existing bétween Afghanistan and Paki-
stan, largely as a result of Afghan provocation. Pakistan
should have little difficulty in expelling the invaders and no

serious trouble is likely to arise from this incident.)

FAR EAST

. INDOCHINA: International force proposed for dochina-- 'c/_‘ /S

The Commanding General of French forces in North Vietnam,
General Alessandri, has informed US Consulate Hanoi of his
personal hope that a UN international force, such as that in
Korea, may be made available for use against the Viet Minh

- in Indochina. Alessandri admitted that Korea was ‘‘politically

different,”’ but said that Chinese Communist assistance to the
Viet Minh paralleled the Korean situation, He added that ten
additional battalions in North Vietnam would ‘allow him to

~“‘thumb his nose’’ at the Viet Minh but that, without these addi- |

tional troops, he must keep his own main force in the delta
area and risk the possibility that the increasingly strong in-

- surgents may “‘spill across the Red River’’ into the region of

Annam and the associated state of Laqs. :

INDONESIA: Government attacks Ambon insurgents--The US _6’;{0,/5
-representative on the UN Commission for Indonesia (UNCI) i / 3 '

reports that information from Dutch sources indicates an 5

abandonment of Indonesian efforts to achieve a peaceful
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~ solution to the Ambon uprising. Indonesian troops reportedly
attacked Ambon on 29 September and landed additional forces
on 1-and 2 October. Although Indonesian Government officials
have not confirmed the attack, Foreign Minister Rum has. teld
'US Ambassador Cochran that military action against Ambon
had been recommended. Rum, in an effort to explain his govern-
ment’s rejection of UNCI good offices in settlement of the in<
surrection, expressed the opinion that lnvolvement ‘of a United -
Nations group in the dispute' would * ‘encourage’ the ‘‘rebellious
parties’” and ° could even do unpredxctable harm.”
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. Schuman favors French-German defense agreement--At -

the close of the North Atlantic Council discussions in New

-York, French Forelgn Minister Schuman remarked that

“he was thinking’’ of personally taking the initiative re= -
garding German participation in a North Atlantic-defense
force. Schuman added that he realized the importance of
France ‘‘not being dragged alo,ng he mentioned as a device
to bring about some sort of French-German agreement, the

. possibility of a common French-German defense budget that
the othér Western European governments might join,

Kirk’s views on Chou En-lai statemelit-'-US Ambassador Kirk

in Moscow, in evaluatmg the significance of Chinese Foreign
Minister Chou En-lai’s statement to the Indian Ambassador

. in Peiping that Chinese troops will intervene in North Korea

if UN troops cross the 38th Parallel, expresses surprise
that a message of such serious nature was not conveyed more.
directly either to the UN or the US. Kirk reports that the

: British Embassy in Moscow concurs with the US Embassy
“‘speculation’’ that Chou En-lai s statement may be 2 last-minute

Chinese attempt to play upon Indian apprehension in order to
retain for China and the USSR whatever can yet be salvaged
from the Korean situation. ,
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EUROPE

4. AUSTRIA: Communists may shift to economic. issues-- 5/ 73

According to US Charge Dowling in Vienna, the most im-
portant factors in the recent strikes and demonstratxons
in Vienna and eastern Austria were: (a) the overtness of

Soviet instigation and assistance; and (b) the ineffectiveness

of the Austrian police. Dowling reports that Austrian Govern-
ment leaders are now thoroughly alarmed by the situation and
determined to prevent a recurrence of the outbreaks. Dowling
thinks the Austrian Communist Party may have decided to con-
centrated on economic issues; he suggests that the USSR may -
have decided that it can, with impunity, openly aid the Austrian
Communist Party in exploiting economic issues, despite the

* obvious violation of the Allied Control Agreement. Dowling
_ expresses the view that, if the USSR has decided upon such a -

course, ‘‘grave dlfﬁculties can be created by imposing a
severe stram on the Austrian Government and economy.
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State, in examining the possibility of the Chinese Communists de-
' fending North Korea if UN forces cross the 38th Parallel, expresses

the view that the only question iS the extent of Chinese mterventmn
in Korea. In support of this view, the Department points aqut that
Manchuria is now a very important source of supply for North

{
. Korea and that 20-30,000 Chinese-trained troops of Korean o ' ]
origin have already been sent to the North Korean army. The
Department feels that any Chinese Communist statements re-

garding intervention at this time can only be designed to dis-
suade UN members from supporting firm UN action. The
Department emphasizes that a hostile army in the field is’
continuing operations against UN forces and that any delay in

~ of the UN, as well as placing further difficulties in the way of
: achleving a unified Korea.,

. Danish oplmon favors crossing 38th Pamllel--US Ambassador Glﬂ/ 3

Anderson in Copenhagen reports that the recently-expressed

fears of the Danish Prime Minister that Danish support would
be lost if UN forces crossed. the 38th Parallel-are not being
confirmed by the current trend in press comment or public

opinion. The Ambassador comments that the magnitude and -
speed of the UN advances in Korea seem to have overcome
recent Danish apprehensmn, she adds, however, that these
Danish anx1et1es ‘may be expected to remain Just under the

surface

|
|
a UN decision on Korea could only result in increased defiance ' t
|
t
|
|
i
|
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. THE NETHERLANDS: Delay in extending military service-- e/n /S

US Ambassador Chapin in The Hague reports that although
Dutch Prime Minister Drees is prepared to continue the -
mﬂitary service of most Dutch conscrlpts beyond 12 months

“‘if necessary for technical reasons,”’ he refusés to make an
official public decision in the matter Chapin adds that Mar-~-
shal Montgomery is expected to make an ‘‘emphatic representa-
tion’’ to Drees regarding the necessity for extending the military -
service term to 18 months. According to Chapin, the British -

- Ambassador at The Hague believes that the Dutch will eventually

““fall in line,”’

NEAR EAST - AFRICA

. CEYLON: Suggested strengthenmg of defense--US Embassy C/M/

London reports that the Government of Ceylon has suggested
that the UK underwrite an expanded Ceylon defense program
and has intimated that the US should also be called upon

to help. The Government of Ceylon apparently feels that it
should provide men and sites for bases in return for Western
arms and equipment. The Embassy comments that the UK will
probably reject the Ceylonese approach and suggest that Ceylon
itself assume greater responsibility for improving its security
pos1tion

FAR EAST

. INDOCHINA: French military tactics in Indochina--The Com- - ¢ /# / s

manding general of French forces in the Far .East, General
Carpentier, in discussing the recent abandonment of several

ﬁ2-
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northern border pos ts by French forces; stated that the
primary French aim was the defense of the‘‘useful”

portions of North Vietnam. Carpentier declared that the
abandoned border posts, which had previously been import-
ant for collecting intelligence, hindering Sino-Viet Minh
collaboration, and disarming fleeing Chinese Nationalist
remnants, were no longer ‘‘worth the military risks.”” (Mean-
while, press reports quote a French communique to the effect
that the frontier post of Caobang has been abandoned, making
a total of four such points given up by the French since 18 Sep-
tember )

. KOREA: Situation in South Korean capital--US Ambassador € IQ/U- |

Muccio in Seoul in reviewing the situation in the South
Korean capital smce the entrance of UN forces, reports

that the population appears to be genuinely happy to see the
UN forces and to be relieved of the intolerable Communist
occupation. The Ambassador confirms earlier press reports.
of general devastation and destruction throughout Seoul, but
points out that a considerable part of the destruction of larger

' structures seems to be the result of fires started by the Com-

munists prior to their departure. Muccio adds that the Govern-
ment of Korea is approaching the problem of reprisals against
collaborators cautiously, having alr.eady called on the populatlon
to exercise restraint; he feels that the "‘revenge problem is
somewhat easier because the Communists took several thousand
collaborators and hostages with them.,
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EUROPE
. -AUSTRIA: - Inflation dangers--US Charge Dowling in Vienna CI# / o

~add to present inflationary pressures,
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. US stresses need for prompt UN action on Korea--The -

Department of State, as a result of reports that the
Netherlands Delegation to the UN would sponsor the idea

- of suspending hostilities in Korea for two weeks in order

to explore all avenues of a peaceful settlement, has in-

. structed Ambassador Van Rouem at The Hague to urge the

Netherlands Government ‘‘in the strongest terms’’ not to
take such action. In stressing the need for prompt and firm
action on Korea by the UN, the Department pointsout that"
North Korean forces are mﬂndrawmg as rapidly as possible
with the obvious intent of regrouping and reforming behind
the 38th Parallel. 'The Department adds that the North
Koreans have shown no indication they intend to comply
with General MacArthur’s call to cease hostilities. As
further evidence that the North Koreans plan to continue .
fighting as long as possible, the Department points out that
considerable amounts of military supplies are continuing to
flow into North Korea from the northern borders.

expresses fear that inflation and related labor unrest will
develop regardless of the wage-price agreement recently
achieved. Dowling says that price increases in addition to

.those provided for in the agreement seem inevitable, and

there will be constant danger that the Trade Union Federa-
tion may be forced to make new wage demands, whlch would
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(C1IA Comment: CIA agrees with the above estimate.

- If the standard of living is again reduced, the trade union leaders

will be forced to make new wage demands more quickly than

they have in the past.)

SWEDEN: Air force operations may Be curtailed--The US AF / 3

Military Attache in Stockholm expresses the opinion that

. US failure to permit export of aviation gas to be used by the

Swedish Air Force can practically ground that service and
will, at least, seriously curtail its operations.

(CIA Comment: Of the air forces of Western Europe,
the Swedish Air Force is second in size only to that of the
UK. Sweden is steadily modernizing its air arm, which con-
sists largely of fighter planes, both jet and conventional.)

. UNITED KINGDOM: Plans for increased stockpiling--Repre- & /4 / S

sentatives of the British Board of Trade have advised US
Embassy London that the UK Government h_as recently decided
to stockpile a variety of strategic materials in substantial
quantities. The program is designed primarily to stockpile
those strategic materials which may be difficult to obtain

in wartime because of shipping difficulties or loss of the .
source. The Embassy reports that the UK is anxious to '
coordinate with the US the purchase of items to be stockpiled.

"TOP SECRET
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1. UK suspension of arms shipments to Egypt--According to 3/78
~ US Embassy London, a high Foreign Office official has stated
~ that the suspension of arms shipments to Egypt was decided -
-primarily on the grounds that certain types of armament were -
seeded for UK, Commonwealth and NAT defenses. The British
official commented that the unfavorable development of the '
recently-suspended defense talks between the UK and Egypt
had persuaded the UK not to make an exception to the priority
distribution of arms; he added; however, that the British Govern-
ment had presented the arms suspension to the Egyptians as a ,
purely defense decision, leaving the Egyptians to draw their own '
conclusions. ' !
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EUROPE

2. YUGOSLAVIA--US may be asked for ;rantmm-ald-nUS Ambas- - S/S
sador Allen in Belgrade reports that he has been informally

approached by the Yugoslav Plannmg Director, Boris Kidric _ : | IH

regarding the prospects for obtaining a US grant=1n=a1d to
alleviate Yugoslavia’s critical food shortage durmg the next
eight months. Kidric estimated that Yugoslavia’s crop losses
from the drought would total $100,000,000 and that food and
feed imports needed between now and the 1951 harvest would

be approximately 460,000 tons. Allen commented to Kidric that
the projected grant-maald might encounter some difficulties
and Kidric said he would again discuss the matter w1th Allen
before makmg the formal request for US aid.

'“”“’-vi’u:_e | . . 670&’ I

-Document No.

_NO CHANCE in Class. [1 g

=i- [] DECLAZIIFITD I
S ' Class. C*7 " Y TS c L
: DZ4 iy, b Apr 77 \,4 T

Auth: DDA . . "7/1783 -
. Dates L" g‘_ By: |2 PZ .
SECRET W B

Approved for Release: 2019/01/02 C06749455



Approved for Release: 2019/01/02 C06749455

TOP SECRET

3 ‘AUSTRIA: Soviet interference" during recent disorders-- (!/0/ h]
US Charge Dowhng in Vienna reports that the Austrian
Government feels that the most serious incident during
the recent disorders was the Soviet intervention in Wiener
Neustadt where gendarmes from Vienna expelled demonstrators
from the post office only to be expelled later by orders of the
Soviet town commander. Dowling ‘‘understands’’ that the
Austrian Government has decided to send telegrams to the
four occupation headquarters protesting the Soviet town com-
manders action and requesting that his orders be countermanded.

4, SWEDEN: mvesnLtlon of alleged US bombingin China--US ‘3/ 7S
Embassy Stockholm reports that the Swedish Government wul
cooperate in an informal investigation of Communist China’s
charges that US planes bombed targets in Manchuria, The
Embassy adds that the Swedish Government has indicated it
is prepared to take prompt action to designate a representative
for this purpose. :

-
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1. Chinese Communists intervention in Korea discounted-- | 3 /S :

US Ambassador Murphy. in Brussels has been informed by -

a high official of the Belgian Foreign Office that the Belgian

-Government which has many contacts in China, has no in-

formation ° of a disturbing nature” regarding the possibility

of direct military intervention in Korea by the Chinese Com-

munists. The official expressed the opinion that the recent : :
statements of Chou En-lai, Chinese Foreign Minister, should : : T
be closely examined because the Chinese were ev1dent1y pre- -

pared to make equivocal statements to please the Russians, _ _ N
without, however, making a definite commitment to act openly i
in Korea The BelgLan official also pointed out that present ;
Chinese obligations were great and their supply and economic o
situation very difficult, . | ' ]

(CIA Comment: Communist China has carefully re-
frained from making a public commitment to aid North Korea
by direct intervention. Public and private threats by Communist
China officials.to intervene directly in North Korea have prob-
ably been designed primarily to deter UN forces from going
beyond the 38th Parallel.)

L)

o

EUROPE

2, BELGIUM Supreme commander for NATO favored--US Ambas- 5/ S
sador Murphy in Brussels transmits the opinion of former Bel -
gian Premier Spaak that the Western Europeans would ‘‘more
eagerly’’ improve their defense effort if some outstanding person
were appointed supreme commander of the forces of the North . ,
Atlantxc Treaty Organization, and if that person had ° very ‘large i
powers over those forces. Spaak also feels that the “more . '

S |
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cautious’’ US proposal for a chief of staff, to be succeeded
later by a supreme commander, would not arouse much

enthusiasm in Europe.

FRANCE: German participation in defense gaining favor-- c/ 9/5
US Ambassador Bruce reports that the trend of thinking in :

France contjnu,es to be toward the eventual acceptance of

of German participation. - Bruce adds that another growing
concern of the: French now appears to be whether the Germans
are to be rearmed at the expense of French rearmament,

GERMANY: Concern e ressed over effects of US Security Act-- c{ﬁ/ g

US'High Commissioner McCloy in Bonn has learned that Ebe .

West German Consul Genef‘al Krekeler in New York, now in Crh Qi
e . s \ .

remain in effect, thus considerably impairing trade relations,

YUGOSLAVIA: Joint aid in food crisis. oposed--US Ambsssador a/e/g |
Allen in Belgrade reports that e British and French Embassies

and Canadian Legation there are concerned about the timeliness

' anq gdeguapy of outside aid to Yugoslavia needed to prevent

-2
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human suffering and excessive slaughter of livestock as a
result of the recent crop shortages. The British, French
and Canadian representatives agreed that: (a) essential items
should be collected and shipped without delay in order to per-

. mit distribution within Yugoslavia before winter weather hampers |
- the already overburdened transportation system; and (b) out-

right grants would be preferable to credits for food and feed
purchases.
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1. Analysis of Soviet press treatment of Germany«-US"
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- ference from the IAR. -

Ambassador Kirk in Moscow expresses the opinion that
there is a ‘‘striking similarity’’ between the Soviet Union’s
propaganda treatment of the first anniversary of the Ger-
man Democratic Republic. (GDR) and the usual Soviet press
treatment of Satellite state anniversaries. Kirk adds that
an-examination of the Soviet press treatment of the GDR
anniversary leads him to believe that the Kremlin is not
overly optimistic in regard to the German problem. As
possible clues to the Kremlin’s thinking, Kirk cites the
lack of any mention in the Soviet press of the recent West-
ern guarantee of West German territorial integrity and the
emphasis on economic successes of the East German
regime.

EUROPE -

. GERMANY: Exportation of Ruhr coal being resisted--US

Representative Livengood on the Interhational Authority-

for the Ruhr (IAR) reports that the West Gérmans are show-
ing an uncompromising attitude without precedent in the
allocation of Ruhr coal production. Livengood says the Ger-
mans are clearly unwilling to accept an : equal sharing’’ of
Ruhr coal among the nations represented on.the International
Authority for the Ruhr. The Germans base their posi-

- tion on an increase in internal needs resulting from the

stepped -up steel production following the pecent decisions
of the US, UK, and French Foreign Mum;ters Livengood .

- believes the Germans are demanding, as the price for

cooperating in the European réarmament program, the right
to determine their internal coal requirements without mtce§§
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(Cla Comment: The Germans will exert every effort
to use the impending coal shortage and the need for increased
steel production for rearmament to press for the elimination
of the IAR as one of the major steps in recovering control
over their own economic affairs. This new German attitude
is also reflected inthe recent increase in German demands
during the Schuman Plan negotiations.) -

FAR EAST

INDOCHINA: Vietnamese to insist on greater independence-~

‘ (a) Vietnamese Premier Tran Van

Huu will be forced to resign because of his failure to obtain the

concessions sought by the Vietnamese at the Pau Conference;
and (2) Vietnamese consider the Pau Conference a complete
failure because the principal issue of customs revenue has not
been resolved to their satisfaction. (The Pau Conference was
called to reach agreement on the administrative relationships
in Indochina between France, Vietnam, Cambodia and Laos.)

(C1A Comment: There is considerable evidence to
support the above views. The absence from Vietnam of Bao
Dai and several of his principal ministers during the pro-
tracted and thus far fruitless Pau negotiations has already
seriously hampered both the development of a working Viet- -
namese administration and the implementation of US economic
and military aid programs for Indochina. I Bao Dai and his
government leaders continue to stay in France, the possibility
of a successful solution of the Indochinese problem will be
~ seriously reduced.)
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4. INDONESIA: Ambonese resisting Indonesian troops--The cial S

US representative on the UN Commission for Indonesia
reports from Jakarta that he has information indicating the

Indonesian military action against Ambon (where the natives

have declared themselves independent) is not going well.
According to the US representative’s sources, Indonesian.
Government troops have been driven back slightly and,
although Ambonese troops may be forced to surrender
eventually because of food and ammunition shortages, they
are proving to be superior fighters.:

(CIA Comment: Large numbers of Ambonese have
been used for years in the Dutch forces in Indonesia because
of their excellent fighting qualities. In the agreement to
disband Dutch forces in Indonesia, the Ambonese were given
the choice of joining the Indonesian army or being repatriated.

. About 20,000 repatriates are now located in camps throughout

Java. -Although many of these 20,000 are disarmed, they are

“still capable of causing serious disturbances.)
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1, MacArthur’s views on Korean elections-~According to C/R/u-/ '
Colonel Katzin (UN Secretary General Lie’s personal re-
presentative with the UN Commission on Korea), General
MacArthur has expressed the belief that it is important
to hold elections in Korea as soon as possible and by the
end of the year at the latest. MacArthur is confident he
can handle the 51tuation until the elections w1thout imposing
‘military government ‘‘in an obnoxious way’’ but he feels
that, from an over-all security point of view, it will be much
better to have early elections so that the Koreans may take
responsibility for their own affairs at an early date. Katzin

should be held as soon as possible

Moscow expresses the opinion that the important Suiho hydro-
electric plant located on the Korean side of the Yalu River
(whlch constitutes the Korean-Manchurian border) will ‘‘doubt-
less’” become a source of conflict involving Korean, Chinese,

and Soviet interests. In support of this view, the Embassy pomts
out that: (a) the plant was originally built by the Japanese and
designed to supply both Korea and a part of Manchuria; and .
(b) through a Sino-Soviet trust, the plant recently provided power
for the Liaotung Peninsula, where Port Arthur and Dairen are
located. The Embassy feels that the Chinese Communists may
be tempted to occupy.the plant to protect their interests, with
the resultant danger of a clash between Chinese and UN forces.
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INDONESIA: MDAP aid fejécted---trs Ambassador Cochran _5/ f-»/

in Jakarta was informed by Indonesian Foreign Minister Rum
that Indonesia does not wish to receive military aid through
MDAP. The Foreign Minister emphasized that this action

was not indicative of an unfriendly" attitude toward the US but
derived primarily from his government’s fear that: (a) accep-
tance of MDAP aid would be widely criticized by Commumst
countries as an indication that Indonesia ‘‘had taken sides’’; -
and (b) domestic opposition to the terms of an MDAP agree-
ment might result in the overthrow of the present Cabinet,
which is already facing a critical vote of confidence. In re-
sponse, Cochran pointed out that the Indonesian plan to pur-
chase badly needed military equipment on the US market might -
be impossible as supplies were limited and allocated in advance.

INDOCHINA: French reverses serious--US Consul Blanckein C/R /S
Hanoi transmits an estimate| | '

e e 1 b bhih. i aim il R re

that French forces are having the ‘‘fight of their lives”™ CrIR Ry, 3.3(h)(2)

in the Sino-Tonkin border area northeast of Hanoi.
\ French troop reserves in Indochina

are practically exhausted and there are only 400
combat troops left in Hanoi. ancke admits that Hanoi may be
in danger, but he does not feel the Viet Minh are ‘‘now organizing
a putsch. &

Meanwhile, as an indication of the seriousness with which

- the French Government views the military situation, Minister

for the Associated States of Indochina Letourneau and General
Juin, Commander of French Forces in North Africa, are reported
to be leaving immediately for Indochina for an on-the-spot inspection.
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(CIA Comment: The.sudden deterioration of the French
military position along the China border is probably the result
of: (a) effective concentration of Viet Minh forces; (b) excellent

'Viet Minh intelligence on the timing of the French evacuation of

the anchor post at Caobang; and (c) poor French'reconn,aissance_.
Loss of the French border posts will greatly fac¢ilitate the move
ment of heavy equipment from China to the Viet Minh.)

KOREA: Dismantling of industries by Communists--US Ambas-

' sador Muccio in Seoul reports that at the time of the UN landing

at Inchon, the Communist invaders had been engaged in extensive
dismantling of industries located in the Inchon-Seoul area. Among
the industrial equipment observed to have been in process of re-
moval at the time of the Communist retreat from Seoul are textile
machinery, transformers at the Tanginri steam plant, and machine
tools of all types at factories located in Seoul, Yongdong Po, and
Inchon., Muccio adds that machinery and parts still on premises
or in vicinity are being reinstalled.
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‘Embassy Paris transmits the opinion of Secretary General | C/#/s
Colin of the Popular Republican Party (MRP) that, once '
certain conditions have been met, the French Government

could rally a substantial ma]orlty in the National Assembly

to support a motion favoring the incorporation: of German units

in European defense forces. Colin feels the primary con-

ditions necessary for approval of German rearmament by the
French National Assembly are: (a) that West European defense
forces be established on'a unified basis; (b) that rearmament

of West European nations be well under way; and (c) that im- -
plementation of the Schuman Plan be commenc“ed The Embassy
comments that this report testifies to the ° tremendous change’’

in the attitude of the Assembly since the summer of 1949, and
expresses the opinion that the conditions of German rearma-

ment mentioned by Colin genuinely réflect the present feeling

of most Frenchmen.

3.3(h)(2)

. UNCI refers Ambon dispute to Security Council~-The United e/ﬁ%)/

Nations Commission for Indonesia (UNCI) has referred the
Ambon dispute to the Security Council for consideration, and
suggests that the SC call upon the Indonesian Government to
utilize existing . UN machinery for a peaceful solution of this
problem. UNCI, in explaining its action, reports that it has
been unable to obtam adequate cooperatlon from the Indonesian ,
Government to work out a peaceful settlement of hostilities be- i
tween the Indonesians and the rebel ‘‘South Moluccas Republic’’ |

on Ambon Island, .. ]
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bassador Briggs in Prague has been informed

4, CZECHOSLOVAKIA: Soviet pressure increasing--US Am- | /) /3
3.3(h)(2)

that in addition to-'a heavy Soviet hand in the
[airs of the Czechoslovak’ Aimy, there has been.a considerable

increase in demands on and control of the Czechoslgvak
economy.. Czech Ministers were told

Y
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at the recent economic meeting in Moscow that the rate

of development of heavy industry was unsatisfactory and -
they were ordered to raise the number of men employed
in heavy industries by 300,000 before the end of 1950,

\the USSR has emphasized

that present capacity of Czech machinery must be more fully
utilized, urging one or two additional shifts of workers.

- YUGOSLAVIA: US aid to be discussed with Tito--US Ambas- S /g

sador Allen in Belgrade suggests that his forthcoming talk

with Tito be confined solely to the question of grant-in-aid

for food. Allen believes that the linking of other US-Yugoslav
problems with the food issue would be interpreted by Yugoslav
officials to mean that the US is. using the desperate food situa-

‘tion as a lever to force a major cutback in the Yugoslav indus -

trialization program. Allen feels that such an 1nterpretatmn
mlght cancel the good effect of the US offer of aid and cduse
the ‘“more reasonable’’ element of the Yugoslav Government

' to lose mfluence in Tito’s Government.
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British oppose SC handling of Ambon dispute--According J/j

. to US Embassy London, the decision of the UN Commission

for Indonesia to refer the current Ambon dispute to the JZTAf
Security Council is causing considerable misgiving in the

British Foreign Office. UK diplomatic officials fear that

. the Western Powers may have to assume a neutral position

in the dispute and that the USSR will then be able to seize the
opportunity to pose as an enemy of colonialism and a cham-

pion of the Asiatic nations, a stand which India would doubtless
support. The Foreign Office is tentatively taking the position
that the UK delegation should attempt to prevent UN considera-
tion of the Ambon problem, in anticipation of the possibility that
the military action will be concluded in Indonesia shortly, thereby
presenting the Security Council with an accomplished fact. -

' Meanwhile, the Department of State has instructed US
Ambassador Cochran at Jakarta to impress upon the Indonesian
Government the desirability of accepting the good offices of the
UN Commission for Indonesia in settling the Ambon dispute.
Cochran is to point out that a Security Council discussion of the
subject is likely to raise questions concerning the degree to
which Indonesia has fulfilled the conditions of the 1949 Hague
Round Table Conference settlement.

i

FAR EAST

INDOCHINA:- French admit grave defeat--US Legation Saigon (’,/,9/__5
reports that GenenabCarpemlier commander of French Forces

in the Far East, recently acknowledged the gravity of the French

defeat near Caobang Statmg that the five trapped battalions

represented the ‘‘very best’” of French forces in Indochina,
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Carpentier admitted that the only remaining reserve unit

‘capable of immediate action in North Vietnam was a single

paratroop battalion in Hanoi. Estimating Frenchlosses at

“‘around 2,500 men,”’ Carpentier declared that the guerrilla
- type of war has now ended in the north; hé indicated the French

force had been ‘‘demolished’’ by 10,000 Viet Minh troops op-
erating with modern efficiency, having good artiliery support,
and fighting ‘‘on orthodox lines.’’ Carpentier expressed the
opinion that under these circumstances further ‘‘determined’’
Viet Minh attacks could force the French to abandon the re-
maining eastern frontier posts from Langson down to Moncay.
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1 SC discussion of Ambon dispute opposed--US Ambassador 3/ S o 5

Cochrane at Jakarta expresses the opinion that ““most
serious international complications’” could arise if the UN : i
_ Security Council discusses the current Ambon dispute. In
- . addition to the opportunities offered to the Soviet Union by
such a debate, Cochrane believes that if the matter comes
before the UN the whole question of the powers and composi-
tion of the UN Commission for Indonesia will be aired. Such
.a development might prejudice any chances of The Nether-.
lands ‘and Indonesia reaching agreement on the dlspositlon
of New Guinea and might also open the way for India’s parti-
cipation in UNCI and an undesirable extension of Indian in- - Co
fluence in'Indonesia. Cochrane also believes that the SC X i
debate would arouse violent Dutch-Indonesian recriminatlons,
. which have thus far been covered up, and that the resultant :
incitement of sensitive national feeling in Indonesia could S |
" cause the dissolution of the Dutch-Indonesian union and the .
loss of all Dutch major interests in Indonesia. i

2. French pessimistic over Indochina-~In a conversation with e /ﬂ/ S
US Minister Bohlén in Paris, Baeyens, Director of Far East-
ern Affairs of the French Foreign Office, expressed the view
that the Letourneau-Juin mission to Indochina is not likely to |
accomplish much in the face of the serious military situation. o
Baeyens pointed out that it is of no use to send new recruits
to Indochina, reinforcements cannot be sent from metropolitan
France and can be ‘‘ill spared’”’ from North Africa. Baeyens
also anticipates a stormy debate on Indochina when the French
National Assembly convenes. Bohlen comments that Baeyens
may be deliberately assuming a pessimistic attitude in an
.effort to support French appeals for UN aid.
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British views on French-Indochinese relations --The C'/é/f J

UK Foreign Office has informed US Embassy London

that at a recent conference in Singapore with British
officials, General Carpentier, French Commander in
Indochina, expressed his awareness of the need for poli-
tical action to strengthen the weak Vietnam Government.
Carpentier said that the French have given Vietnam more
responsibility than is generally realized,. and that some
means must be found to convince world opinion as well
as the Vietnamese of the sincerity of French intentions
to transfer control to the Vietnam Government as soon
as possible. Carpentier expressed the belief that the
greatest contribution the UK could make would be to
impress upon India that the French were sincere in this
regard and that it was of vital importance to prevent the
Chinese Communists from overrunning Indochina. ‘Accord-
ing to US Embassy London, the Foreign Office, believing
it is up to the French themselves to win over Nehru, is

. planning to suggest to French Foreign Minister Schuman
‘that mere implementation of the 8 March agreements is

inadequate under present circumstances and that the
French Government should issue a formal statement of
intention to grant Vietnam independence within a fixed
period of perhaps ten years.
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1. YUGOSLAVIA: Formal request for US aid to be made--US s/s |
Ambassador Allen in Belgrade reports that, in a discussion . -
of Yugoslavia's food requirements, Tito agreed that Yugoslavia
should make a formal request for US-aid to alleviate the grow-
ing Yugoslav food shortage. In connection with the long-range
problem of obtaining a loan to continue Yugoslavia's major in-
dustrialization program, Tito said he felt confident that a com-
promise could be reached between the international agency
considering the loan and the Yugoslav Government. Allen com-
ments that Tito showed little surprise and no resentment at
Allen’s statement that $400 million additional credits was. much
larger than Yugoslavia could repay. On the basis of this interview
which was friendly throughout, AHen says he is “‘inclined to think
that Tito is now favoring the more moderate elements in his

' government -

V7

FAR EAST

2. Possible Chinese Communist intervention in Korea--According Agmy/s
to US Embassy Hague the Netherlands Government has been
informed by its Charge in Peiping that ‘“‘reliable sourceés’” have
stated that four divisions of unidentified troops, presumed to be
Chinese, have crossed the Manchurian border into North Korea.

(CIA Comment: There have been numerous reports during
recent weeks regar ding four Chinese Communist units (variously
identified as Armies.and Divisions) which are alleged to have
crossed into Korea from Manchuria, and the Netherlands Charge’s
‘report may be a repetition of these earlier claims. CIA continues
to believe that the Chinese Communists, while continuing to assist
the North Koreans probably will not intervene openly in the present
flghtmg in Korea y
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3. INDOCHINA: _French Socialists divided over Indochina policy-- ' clit/s

US Minister Bohlen in Paris reports that although there is no
disunity among French Socialists on the necessity of continuing
~ the struggle against Communism in Indochina, there is a difference

among party leaders as to how the Indochina problem should be
cleared up. According to Bohlen, a majority of the party leaders
believe that taking the problem to the Security Council would almost
constitute an invitation to the Chinese Communists to assume an-
even more active role in Indochina. On the other hand, Secretary
General Mollet is reported to be so convinced of the long-term

. weakness of the French position in Indochina that he is ready to.
“‘dump not only the military but the civil problem into the lap of
the United Nations.”” Bohlen adds that the Socialists are also
divided on the wisdom of appealing for US troops now, but such
assistance would probably be desired in event of an invasion of
Indochina by the Chinese Communists. A

/5
Ay

. Qals
Lials
A /s

SRR

be ok ke e

T abia ettt e

3.3(h)(2)

s

o
I

—]

Approved for Release: 2019/01/02 C06749455



~'stated that he was not yet “‘worried

Approved for Release: 2019/01/02 C06749455

TOP SECRET

. French evacuation plans--In a conversation with US
Minister Heath in Saigon, French High Commissioner Pignon
’" about the Tonkin delta
region (the main French area of control in North Vietnam),
but he admitted that plans for the evacuation of the civilian -

‘population had been prepared. In Pignon’s opinion; the danger
“was not ‘‘immediate’’ and French troops could hold the area
.with “‘accelerated aid.

7| |

| although the French position in the delta area could

normally be held, it is now completely open to “‘undermining from
behind the lines. with the exception of French
sympathizers, the population is in general ‘‘cautiously pleased’’ by

. the recent French military reverses, and comments that the local
“attitude of ‘‘wait and see’’ can change overnight. s
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5. BRAZIL: Cooperatlon with US may lessen--US Embassy

- Riode Janeiro transmits a public statement by Getulio

Vargas (former dictator of Brazil who now has a substantial
lead in the balloting for president) that ‘‘his government will

be of a laborist onentatlon like that of England and the Scan-
dinavian countries,’”’ and evolutionary in character. Vargas ex--
pressed confidence that the present government would fulfill its
promise of a normal transfer of public power. Vargas promised
“‘more intimate and closer collaboration with the nations of our -
' Hemisphere’’; he also stated.that while favoring entry of foreign
investments generally, he opposed foreign capital investment in
. sectors which could be covered by local capital or which must
be controlled by the nation.

(Cl1a Commen,t: Vargas now leads his nearest opponent -
by 1.2 million votes, with 75 percent of the estimated ballots
tabulated. Vargas will probably be the next President of Brazil,
and although he will not be openly hostile to the US, his extreme
nationalism may reduce somewhat Brazil’s close cooperation
with the US. )
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. SWI’I?ZERLAND:' Pressure for export controls s¥%estedu
US Minister Vincent in Bern: expresses the view that although

the Swiss are showing a ‘‘disposition’’ to cooperate in the
Western program to control exports to Eastern Europe, it is

.clear that the extent of Swiss cooperation will depend on the

amount of pressure which the Western European countries
participating in the export control program are willing to

. exert on Switzerland by withholding strategic materials. .
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Vincent suggesté that; once the basic decision to pressure
the Swiss has been made, the Western nations could either
approach Bern officially on the problem or simply cut off

'strategic supplies to the Swiss without publicity or formal

notice until adequate Swiss controls are adopted.

(CIA Comment: ‘- The Swiss are reluctant to sacrifice
the benefits of middleman between the East and the West, and
they will probably have to be pressured into adopting strlct
export controls. The Swiss still need to be convinced that
the Western nations themselves are denying Eastern Europe
those goods which the Swiss have been asked to embargo.)

. YUGOSLAVIA: Salonika port facilities needed--US Ambas- a/A /6

sador Allen in Belgrade reports that the Yugoslav Minister

of Foreign Trade has raised the question of Yugoslavia’'s
urgent need to be able to import foodstuffs through the Greek
port city of Salonika. The Yugoslav Minister said his govern-
merit has been anxious to open rail connections with Greece
for some time and expressed the hope that the US can prevail
on the Greek Government to become more cooperative. Allen
agrees that the prompt reopening of the Yugoslav-Salonika
rail connection and resumption of the use of the Free Port by
Yugoslavia are important. He adds that the Turkish Ambassa-
dor in Belgrade has also expressed much interest in the use

of Salonika port facilities by his country because rail connec-
tions through ‘Bulgaria are most difficult and may be cut off

at any time,

(CIA Comment: Both the Greek and the Yugoslay Govern-
ments have contributed to the currently cool relations between
the two countries. ' The present situation, however, may lead to
an early resumption of general negotiations between the two

" countries on the technical level, without necessarily involving

immediate normalization of i,hen' presently limited diplomatw
relatlons )
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. KOREA: Communist atrocities in Seoul area--US Embassy
Seoul transmits an estimate, based on incomplete investigations,

that thousands of South Koreans in the Inchon-Seoul area were
either murdered by thé Communist invaders or forced to
march north with the evacuating forces. The Embassy points
out that the investigation of Communist treatment of political
prisoners has been complicated by the lack of witnesses be-
cause of death, flight from the area, or forced evacuation with
the retreating North Korean troops. Even without all the sup-
porting details, the Embassy is convinced that during the last -
days of Commumst occupation of Seoul, the North Koreans
forcefully deported large numbers of people known to be loyal
to the Republic of Korea Government. The Embassy also feels
that the Communists murdered many South Koreans, probably
thousands, including children of officials who were w1th the

‘ROK Government at the time.
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. Italo-Yugoslav relatlons may 1m2rove--US 'Ambassador Allen ér ”'/
in Belgrade reports that the Italian Ambassador there is now (/p/ S

more optimistic of some improvement in Italo-Yugoslav re-
lations than at any time during the past two years. ‘The Italian
Ambassador told Allen that the first favorable development
occurred about two months ago when the Yugoslavs relaxed
some of their onerous restrictions in Zone B of Trieste; more
recently, they showed a readiness to resume talks regarding
the evaluation of some Italian property claims as well as other
outstanding economic questions.

Meanwhile, US Ambassador Dunn in Rome has learned
that Tito apparently made a special trip to Zagreb to discuss
with the Italian Minister of Foreign Trade Yugoslavia’s economic
needs and to raise the question of Italian help in meeting Yugo-

slavia’s food and feed problems.

_ EUROPE ,
. FRANCE: Position of Pleven Government--US Embassy Paris,
in appraising the position of the Pleven Government as it faces
the opening of an election-minded Parliament, estimates that
although there are enough ma]or problems to cause the fall

‘‘of two or three governments’’ in normal times, the Pleven -
Cabinet will probably be able to survive the initlal parliamentary
debates. As examples of the difficulties confronting Pleven, the -
E mbassy points out that the Cabinet is not working as a\team
on some important issues and the government s prestige has
been damaged by the ‘‘humiliating disaster’’ in Indochina. In
these circumstances, the Embassy observes, the Cabinet must

ask at once for legislative approval of an extension of military
service and of a costly rearmament program. Another complex

,,,/u/

problem confronting the government is the need to define the French

position in regard to German rearmament. ' 7
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(CIA Comment: CIA believes the position of the o
Pleven Government is more precarious than the Embassy -
estimates. H the government falls in the near future, another
‘middle-of -the-road coalition will probably be formed which
would continue along the general lines of present fore1gn and
defense policies.) '

FAR EAST

. INDOCHINA: Increased US voice suggested--US Minister Heath 5/73

in Saigon, in discussing the complex situation in Indochina, ex-
‘presses the view that US Legation and MAAG Saigon should aB/s

have some voice in French military, poliﬁcal and financial

policies in Indochina and be able to exert an ‘‘advisory in-

fluence’’ over the same policies of the three Associated States

of Vietnam, Laos, and Cambodia. Heath feels the French

would object to any increase in US influence in Indochinese

affairs, noting that French Commander-in-Chief Carpentier has

been very sensitive to any slight hint of American intervention

in his command, but he believes that the rude shock to French )
complacency resulting from the recent military reverses and . C
current French requests for further aid in Indochina may pro- '
vide the necessary leverage to increase US influence.

Rumors of Hanoi evacuation--US Consulate Hanoi
reports that some dependents of French military personnel
have received orders to evacuate the city and that ° informed
French, whose attitude is described as ‘“‘cheerfully defeatist,”’
consider that Hanoi’s days are numbered. High Vietnamese
officials there have discounted the possibility of an internal
uprising and told the Consulate that they intend to remain in
the city. Meanwhile, the Governor of North Vietnam has re- .
1terated the need for arms for his local militia, in order to

release fegular troops for the front, where they betong.”’

- B e

P Y e

-2 -

BOHFDskTgr =

Approved for Release: 2019/01/02 C06749455.



Approved for Releése: 2019/01/02 C06749455

TOP SECRET

4. KOREA: Rhee’s attitude toward North Korea--US Embassy G, / '
Counsellor Drumright in Seoul reports that, during a recent
discussion of the use of ROK police in North Korea, President

'Rhee-indicated an attitude of defiance of the UN and a deter-
mination to incorporate North Korea into the ROK as speedily
as possible.” Drumright urged Rhee to avoid affronting the -
UN, and at the end of the conversation, Rhee promised to. avoid
trouble over the status of North Korea until discussions can
be arranged with Ambassador Muccio who is refurning from -
the Pacific conference between President Truman and General
MacArthur. ' - '
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. German Ruhr opposition to Schuman Plan expected--US 5/5
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Embassy Paris reports that French Economic Adviser

- Monnet has expressed the opinion that the German Ruhr

steel interests, which have previously lenf public support
to the Schuman Plan, are now prepared to openly oppose it.

- In support of this view, Monnet points out that the appoint--

ment of Lehr as West German Minister of Interior was made
just a few" days after he delivéred a speech attacking ‘“‘every -
basic principle’’ of the Schuman Plan. Monnet added that the
German nationalists and extremists who are fully committed

" 'to defeat the Plan have had their position strengthened by

‘Western guarantees of German security and the prospect of . - i
the formation of German armed units. Monnet believes the ' co

situation indicates the need to strengthen the anti-cartel
aspects, of the Schuman Plan.

(CIA Comnient: Lehr is the spdkesman for conservative

German industrialists who have always been cool toward the

Schuman Plan; the German Government’s attitude toward the
Plan changed a month before Lehr’s appointment. The Schuman
Plan will be approved by the Germans eventually, but they will
utilize the need for German cooperation in Western defense to

_attempt to ‘obtain further economic concessions from the Western

Powers )

-advanced the view, however, that a sufficient increase in US aid might

4 ' o °_1 - Document No. )09 i 1

2. French reportedly may place Indochina before UN--US Embasgsy C/ﬂ/S

Parls reports that an important French official has stated on
an “‘off the recoérd’’ basis to a group of foreign correspondents

- that France may place the problem of Indochina before the UN . .

if Tonkin falls to the Viet Minh forces. The French official also

still enable the French to eliminate any serious Viet Minh threat.
According to the Embassy, US news correspondents in Paris have
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gathered the impression that French ministerial officials have
been instructed not to discuss the possibility of a reference of
the Indochinese question to the UN." The Paris correspondents.
also feel that the French Government has encouraged press
comment on the inadequacy of US aid, both as a means of ex-
erting pressure for.acceleration of such aid and as a means of
protecting itself from domestic criticism.

. UN discussion of Austrian treaty to be ~:avoide_d--The Department s -
of State has advised the US Delegation to the UN General Assembly

that Austrian Foreign Minister Gruber has agreed that no practical

result can be obtained by submitting the- Austrian treaty question to

this session of the General Assembly. 'The Department feels, how- &
ever, that every opportunity should be seized to use the Austnan S
treaty question as an ﬂlustration of Soviet obstruction tactics and
msmcerlty

EUROPE

Belgrade reports that crop data recently submitted by the Yugoslav
Ministry of Agriculture indicates that the total food and feed deficit
is more severe in all categories than previously estimated. The
Embassy feels that the revised list of food and feed requirements
represents a realistic approach, but believes the new estimate

- is still too.low to insure against human privation and excessive
slaughtering of livestock during the next six months.

. YUGOSLAVIA Crop shortages worse than expected--US Embassy C/ﬂé‘
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9. INDONESIA: Chinese Communist request rejected--US _ :
Embassy.Jakarta has learned that the Indonesian Cabinet
has unanimously rejected a request by the newly-arrived
Chinese Communist Ambassador to open nine consulates
throughout the archipelago.. The Chinese Communist Ambas.-
- sador was told that the Indonesian Government wished to re-
gister all individuals of Chinese origin in order to determine
whether they claimed Chinese or Indonesian citizenship before
considering further any request to establish Chinese consulates
The Embassy comments that the Indonesian Government is ‘‘not
happy’’ over the aggressive policy being pursued by the Chinese
Communist Ambassador.

6. INDOCHINA: Military situation--US Military Attache Saigon S / A
' reports that the decision to hold or evacuate the North Vietnam 5/,—5
. border post of Langson will be made by General Juin, recently co /s
arrived from Paris. The Attache expresses the opinion that
. reinforcements for North Vietnam cannot be drawn from the
rest of Indochina without sacrificing French control in those . -
areas. Meanwhlle US Consulate Hanoi reports that French
General Alessandn commanding in North Vietnam has stated
that ‘‘the only thing possible now’’ is to hold the Red River delta
- area. In connectipn with the French withdrawals, the head of
the major North Vietnam coal area, which lies outside the pro-
posed defensive perimeter surrounding the delta area, is in
Saigon attempting to persuade the French command to include
the mining district in defense plans.
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1. Chinese Communist intervention in Korea--The US Military
Liaison Officer in Hong Kong transmits a report that the
Peipin% regime has decided to take military action in North ‘
Korea, | _ _

been moved to the Koreax,n"border and alerted to cross on the
night of 18 October or ‘‘two days later.” S

(CIA Comment: For some time the Chinese Commu-
nists have possessed the capability for direct military inter-
vention in the Kprean conflict. CIA believes, however, that
the optimum time for such action has passed‘., The USSR and
China are not considered at this time to be willing to assume
the increased risk of precipitating a third World War which
@ould result from dlrect Chinese Commumst intervention in
Korea.)

2. UK to urge French plédge/tb Indochina--US Embassy London

reports that UK Ambassadd? Harvey in Paris has been author-
ized to urge the French to make a formal pledge to release
control ovexr Indochina, although without specifying a time
limit as-the UK had planned to suggest earlier. 'As an incen-
tive, Harvey is authorized to offer UK assistance in winning-
Asian support of the French position and the elevation of the
UK diplomatic mission in Saigon to a Ministry.

(CIA Comment: A French pledge to release control
over Indochina, even without a time limit, would have a
salutary effect on non-Communist V1etnamese nationalists,
who would regard such a French pledge as an abqn@gpment
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of the evolutionary 8 March agreements. Asian governments
which have thusfar refused to support the Bao Dai’ Government
might moderate their strong suspicion of French policy as a-
result of such an-actign, but they would wait for an even firmer

‘French commitment before aligmng themselves in support of

‘the Bao Dai regime.)

. UK feels pressure on Egypt is effective-<US Embassy London

reports that the British Foreign Office considers its recent
suspension of certain arms shipments to Egypt to have had a

-“‘salutary effect’ on Anglo-Egyptian relations. Although the

Foreign Office is- aware that the Egyptian reaction has been. -

-“‘sharp and severe’” and admits that the Anglo-Egyptian de=

fense impasse has not moved closer to solution, the British
believe the suspension of arms shlpments has made the Egyp-
tians aware of the consequences of their ‘‘non<cooperative
attitude’’ on mutual defense arrangements. The Embassy adds
that Foreign Secretary Bevin has no immediate plans for
further talks with Egypt about the defense 51tuat10n and thinks
it best to let the Egyptians ‘‘worry about it’’ for a while.

(CIA Comment: CIA believes that the Foreign Office
is overtonfident regarding this matter. Although the UK’s
action will certainly make Egypt more aware of its military
dependence on Britain, such considerations are unlikely to
make the emotionally aroused Egyptians more willmg to
compromise for some time.)

EUROPE

. GERMANY: Opposition to Schuman Plan growing--US Deputy

High Commissioner Hays in Bonn reports that Rosenberg, a

trade union leader and delegate to the Schuman Plan discussions,

recently expressed the opinion that although some formal agree-
ment is sure to be signed, there is little prospect for the Plan
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becoming a reality. Rosenberg, whose opinion is supported
by various Socialist leaders, cited as special difficulties:

(a) the tendency of Monnet to dismiss critical technical
issues as secondary to ‘“‘agreement in principle”’s and (b) the
opposition of German ecoal mining interests to subsidizing
the high-cost Belgian mines after tariff and trade barriers -
on coal have been removed. The US Liaison Officer in Bonn
comments that, with opposition to the Plan continuing in the
Socialist Party and growing in German heavy industry, the
German Government itself seems to be the only powerful
palitical force in Germany now striving for attainment of the
political advantages inherent in the plan.

(CIA Comment: CIA believes that despite fregquently
expressed Socialist and industrialist opposition to the Schuman:.
Plan, the Adenauer Government will approve the fina] treaty
prov1ded that a very substantial measure of German control
over German industry is guar‘anteed by the Occupation Powers.,)

Views on_remilitarization-<US High Commissioner
McCloy estimates, on the basis of conversations with various
German political and military personalities, that the general
feeling prevails that Germany should not have a national
army; the proposal for German contingents in a European -
defense force has received considerable support, but remains
a controversial and delicate matter. German sentiment favors
a German civilian ministry to exercise strict control over re-
cruiting: and administration of German contingents. : Divisional
units should be the largest permitted, but these should be
balanced ground units. No limitation should be placed on any
type of ground force equipment or arms. No aircraft or heavy
armament should be produced in Germany. The German coniri-
bution to Western European defense should be offset by a re-
duction in occupation costs. In regard to how quickly the
Germans could make a military contribution to West European

-3 -
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def%nsey McCloy feels that eighteen months would bea -
very conservative estimate and could probably be reduced
by at least one~third.

(CIA Comment: CIA agrees with the High Cmnmis-
snoner s evaluation of general German sentiment on these
aspects of the'German role in West European defense. CIA

believes, however, that: (a) the German Federal Government,

is ready to agree now to military contributions to European
defense; and (b) extended delay in its decision on the matter
might, as a result of the diminishing sense of urgency follow-
ing the UN victories in Korea, broaden popular opposition

" to the idea and force a change in German official thinking.)

. SWEDEN Increased export prices cause concern--US

Ambassador Butterworth in Stockholm reports that the
Swedish Prime Minister recently stated that he is very
worried about the rapid increase in the prices of Swedish
exports, particularly forest products, because the rise

may contribute to inflation in Sweden. The Prime Minister
commented that the only feasible action the government
‘could take would be to levy a special tax which would absorb
the excess profits created by the rise in export prices.

. FAR EAST

. INDOCHINA: Bomber Group needed urgently-<US Consulate -
Hanoi reports that the French have admitted abandonment of

Langson, the last major post in the eastern section of the
Sino-Vietnam frontier. Meanwhile, US Minister Heath in

Saigon transmits a report

that Geaeral Juin is expected to decide shortly whether to

4.
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- evacuate the entire Tonkin delta and establish a new defense -
lme in northern Annam. Heath comments that 1f the US wishes

“‘influence the situation by military means,”” it is imperative
that the movement of the promised light—bomber group presently
scheduled to-arrive in Indochina by mid-December be-acceld
erated to the utmost. "Heath feels the accelerated delivery of -
these aircraft appears to be one of the few measures available
to the US “short of direct intervention by carriers.

T o@ﬂiﬁygf‘,@vyﬁﬁ T

Approved for Release: 2019/01/02 C06749455



[

V

Nat 1
Approveg f_or Release: 2019/01/02 C06749455

48043 1o s Vel

1

GENERAL

. Embassy Moscow convinced Soviet policy unchanged--

US Embassy Moscow does not consider recent Soviet
manifestations of reduced truculence, such as, failure

to intervene in Korea and the mild response to the strafing
of Soviet airfields by UN-US planes, to be any indication of

a basic change in Soviet, policy.or, long-range thinking +The
Embassy. also feels: thaturregardless of any softeniqgmi the _
Soviet attitude, the Kremlin will never be willing to nego- '
tiate a génume ‘compronise. 1y firevent a temporary’ §ét -
back. The Embassy suggests, however, that the USSR may
now attempt to lull the West and feduce the urgency fof "
Western rearmament by (a) exaggerating Soviet peace
desires; ‘(h), stressing in propaganda the heavy burdeq pf
rearmament in Western nations; and (c) refraining from
Soviet or Satellite military ventures for a ‘““reasonable’’
length of time.

FAR EAST

INDOCHINA Effects of French withdrawal--US Ambassador
Stanton in Bangkok, in discussing the deteriorating situation

in Indochina, expresses the opinion that the French will
probably be forced to retire eventually from Tonkin and
Annam to Cochinchina in spite of any increased military
aid the US may provide. If this French withdrawal takes
place, Stanton feels that L.aos and Cambodia will quickly *
fall to the Communists and the French position will then be
outflanked. Such a development, the Ambassador believes,
will directly threaten Thailand and quickly lead to efforts
by well-organized Communist groups in Thailand to seize
control. Stanton concludes that the other countries of South-
east Asia, and Thailand in particular because of its strong
anti-Commumst sentiment, should be strengthened in order
to prevent the complete engulfment of Southeast Asia by the
Communists.
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4. Embassy Paris suggests speedy plane delivery--US Embassy S/ 7
Pari_shexpresses the opinion that the immediate delivery,
of a light bomber squadron to Irdochina would have a bene-
ficial psychological and morale effect in France., In support
of this view, the Embassy points out that the US promise
to provide the squadron has already been publicly announced
and the crisis in Indochina is now the major issue before the
French National Assembly..

Approved for Release: 2019/01/02 C06749455

T T Ea .



i

9 0C119

Approved for Release: 2019/01/02 C08749455

19040 =S lighTpp = 1426

EUROPE

1. FRANCE: Attitude hardening on German rearmament-- C/h / bf ,
US Minister Bohlen in Paris reports a rapid development t

of party sentiment against concessions to the US on the -

subject of German rearmiament. Bohlen points out that the
government has already ‘been forced to agree to an immediate
full-dress debate in Parliament on the question. "The Ambas-
sador remarks that of the parties of the majority, the Somahsts '
have taken the firmest position against the rearming of Germany,
and the Popular Republicans and Radicals have also registered

a negative stand, According to Bohlen two important factors in
this hardening of the French attitude are: (a) the general con-
viction that the Germans have adopted a more independent line
toward the Schuman Plan in the belief that the US will permit them
to gain through steel production for rearmament all the advantages
they might eventually gain from the Plan and without the incon-
veniences of submitting to international authority; and (b) the -
carefully-timed Soviet communique on German rearmament, which
allows the timid to point to the Prague conference and statements
of Moscow in support of their apprehensz,ons

(CIA Comment: CIA believes that the French will con-
tinue A4 insist upon the inclusion of West Germany in some sort
of West European economic arrangement before agreeing to
German rearmament. The French will also insist that German
rearmament take place only within an international framework

which will provide strong guarantees for French security.)

2. YUGOSLAVIA: Political situation analyzed--US Ambassador

r U

C/#/ (r-/
Allen in Belgra,de suggests that, in light of the US Internal

Security Act of 1950, the present political structure in

Yugoslavia. mlgh; profitably be re-examined. The Ambassador
believes that although the Yugoslav People’s Front, comprising
the mass of the population, is dominated. by the relatlvely small

Document No. . \q

-1 - NO CHANGE in Class.

[]- DECLASSIFIED -
Class. CIANCID T0: TS S @

DDA Memo, 4 Apr 77
Auth: DDA R3IG. 77/1763

Date: 24 By: h}/k

I

Approved for Release: 2019/01/02 C06749455

]
"‘.. .
S,

TS e - S ey



D,

Approved for Release: 2019/01/02 C06749455

TOP SECRET

Communist -Party, the great mafbrity of the members of

the Front are .sincerely anti-Communist and pro-Western;

he reiterates his belief that the Yugoslav Communist Party

has no connection whatever with the Communist Party of the
USSR, is violently anti-Cominform; and likely to remain so.
Developing this theme, the Ambassador points out that the
Yugoslav regime has adopted a basic pollcy of establishing
amicable relations with ° nen»Somahs,t countries on the

basis of ‘“live and let live.”” Allen reports that even dogmatic
Marxist die-hards among Yugoslav officials now subscribe

to this policy, even though they may have reached this deci-
sion w1th reluctance, and comments that Tito has shown hlmself
tobe ¢ deﬁmtely on the side of the cosmopolitan element’’ which
favors increasing collabora.tmn with the West. Allen adds that
the Tito Government is ‘‘most anxious’’ to send as many
technicians and students as possible to the US, thereby facili-
tating the US policy of encouragmg the growth of democratlc
concepts and practices in Yugoslavxa

FAR EAST

. INDOCHINA: French-Vietnamese relations worsening--US :
Minister Heath in Saigon believes that because of a “*‘mounting’ S /g

Vietnamese suspicion that US aims m Indochina are devoted

to reinforcing French ‘‘colonialism,”’ -a public declaration should .
be made that US arms furnished to French Union forces in Indo-
china are for use only in Indochina and will eventually be turned
over tothe armies of the Associated States. Meanwhile, Heath
has been informed by a French official that Minister Letourneau
and General Juin, now on an emergency mission to Indochma have
been ‘‘greatly angered’’ by Vietnamese Premier Juu’s demands
(in a press interview) that Vietnam be granted complete independ-
ence. ;I‘he French official expressed doub t whether the French
Parliament would ‘‘be in' a mood’’ to provide increased credits and
troops for the Indochina campaign in the face of such a demand.
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4. INDONESIA: Attack on Ambon to continue=~-US Ambassader '#‘S
Cochran in Jakarta reports that Indonesian Foreign Minister
Rum has refused to make'a conciliatory gesture to the rebel
Ambonese in an effort to forestall discussion of the Ambon
affair in the UN Security Council. Cochran points out that

the Indonesian Government has built up. its forces on the -
island and that the reinforced troops are to go into action
against the rebels in a plan to complete the pacification of

the area by the end of October.” The Ambassador believes that
-neither he nor the UN Commission for Indonesia can forestall
continued government action against Ambon, and he expresses
reluctance to make a further issue of the affair which, in his
opinion, might‘‘topple’’ the moderate Natsu' Cabinet.
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. Early hostilities discounted--The Commander-in-Chief of MA /T5

US Forces in Europe reports from Heidelberg that the joint
conference of US: intelligence officials in Germany, in its
monthly review of the imminence of hostilities, estimates
that the sensitive factors do not indicate a probabllity of
imminent hostilities with the Soviet Union, The officials
also estimate that as a result of the current large-scale
maneuvers in East Germany, Soviet capabilities for launching
a surprise attack are now stronger than at any time since the
end of World War II. .

_(CIA Comment: CIA concurs in the above estimate.)

. Tibet negotiations to shift to Peiping--US Embassy New C1A/s

Delhi reports that the Tibetan delegation, currently engaged
in preliminary conversations with the Chinese Communist
Ambassador to India regarding the status of Tibet, has been
informed that both Lhasa and Peiping are now agreeable to

a transfer of negotiations to Peiping; the Tibetan delegation
will probably depart for Peiping within the next few days.
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FAR EAST

3. INDOCHINA: French to maintain mobile force--US Con-
sulate Hanoi has been officially informed that General
Juin has decided, in connection with the defense of Tonkin:-

(a)to keep French forces mobile and available for ‘‘trouble-

shooting’’ anywhere in-the delta area; and (b) to fully arm
Vietnamese military forces in the area-and give them the
mission of holding the villages. The Consulate estimates’
that French tenure in Tonkin will be limited to ‘‘two to
three months’’ unless ‘‘help comes from France or the
UN."”" The Consulate reports that a French official has

expressed skepticism regarding the possibility of reinforce-
‘ments from France. The Consulate also reports that French:
Minister for the Associated States Letourneau and High Com-

missioner for Indochina. Pignon ‘‘seem to be playing with
the idea’’ of soliciting UN intervention.

THE AMERICAS

ECUADOR-PERU: Armed conflict considered unlikely-- S

US Embassy Lima has been informed by the Peruvian Foreign C (4 /Cq-(
Minister that there was only ‘‘one chance in a thousand’’ Peru

- would attack Ecuador but that he actually feared an attack on

Peru by Ecuador.

(C1A Comment: Tension in Ecuadoran-Peruvian re-

lations was increased by renewed discussion in September

of the long-standing borndary dispute. Recent reports of the
movement of Peruvian troops toward the Ecuadoran frontier.
has further increased tension, and one or two minor frontier

s(1s
5/rs

incidents may occur. However, a serious armed conflict be~
tween the two countries will not take place atthis time.) '
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. French and Dutch views on European defense--US Minister elal

Bohlen in Paris expresses the view that the French National a4 /
Assembly debate on German rearmament will close with a ° e
large majority approving the Cabinet’s proposal favoring Crfs
closely integrated European defense forces, including German

units, and greater economic unity. Bohlen reports that Daniel

Mayer Socialist party spokesman in the coming debate and

hitherto regarded as one of those most opposed to German re-

armament, will speak in favor of the government s policy. The.

Popular Repubhcan Movement (MRP) is taking the same stand,

though it may try to introduce a condltlon to keep German umts

to the regimental level.

US Ambassador Chapin in the Hague reports that

although he is convinced the majority of the Dutch people and
off1c1als continue to favor German rearmament, there is some

“‘cooling of enthusiasm’’ for the program, Chapm feels this o
is only natural as progress is made toward actual rearmament
of Germany and quotes a Dutch Foreign Office spokesman as
saying: ‘It is one thing to favor German rearmament in prmmple
but witnessing the real thing inevitably gives rise to misgivings.”’

Meanwhile, the Secretary General of the Netherlands
Foreign Office has expressed to Chapin the deep concern of the
Netherlands Government because French Premier Pleven’s
speech before Parliament seemed to envisage a European
army on lines quite contrary to present NATO. thinking. The ‘ ~
Dutch official expects strong pressure from the French Govern-
ment in regard to the French proposal. :

EUROPE

. AUSTRIA: USSR interferes with police--US High Commissioner 5 [s

Donnelly in Vienna reports that the Soviet commandant there S(s
has ordered thP head of the Viennese police to refrain from.
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carrying out what is regarded as the first major attempt of J
the Austrian Government to rid the police of Communists. i
Implementing an Austrian Cabinet decision, the Interior ;
Ministry on 20 October dismissed the Communist police -
chiefs of three Vienna districts (all in'the Soviet sector) and

. transferred another to the French zone of Austria.” The Aus-
trian action was taken following a reselution by the Viennese
criminal police refusing obedience to the Communist chief-
of the Vienna economic police. The Ministry of the Interior,
prior to its action against the Communist police chiefs, stated
that police officials who refuse to vacate their offices will be
considered ‘‘agents of a foreign power’’ unauthorized to per-
form official functions and subject to punishment under Aus-
trian law, The Austrian Government has protested the Soviet 1
obstruction of the dismissals to the Allied Council, and will
attempt to arrest the dismissed officers, who are remainmg ;
at their posts. The three Western elements of the Allied _ )
Council have agreed to refer the protest to the internal aﬁairs
directorate for discussion on 30 October.

(ClA Comment The present dlfhculty regarding the
Austrian Government’s jurisdiction over its police force may .
become more serious than any similar trouble in the past
because: (a) the USSR will probaﬁly continue to insist that
these Communist police officials bé retained in office; and
(b) the Austrian Government will proceed with attempts to

. purge or neutralize the Communists in the Vienna police.)

o FAR EAST

3. INDOCHINA: French hint need for Western troops--US Consulate 5/75

Hanoi reports that in the course of an official dinner for the Juin- (A/s
Letourneau mission, a hlghmrankmg mission member asked both ., m
the UK and US Consuls in a “‘half-joking, half-serious’’ manner

.1_1_’
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china. When the UK Consul parried the query by saying that
no such request had been made of his government, the French

official replled “It’s hlgh time to stop this false pr1de where
we won’t ask and you won’t offer: we need troops.’’ Consulate
Hanoi comments that it was evident the French official was -
not joking and speculates that the French official doubted that
the request for reinforcements from France ‘‘would prosper.

whether their governments would furnish troops for Indo- _ E

bR

Vietnamese laud UN--US Legation Saigon reports that
the large publicity campaign for the UN launched by the Vietna-
mese Government since the return of Premier Huu has caused
speculation that the Vietnamese may attempt to bring their
controversies with the French to the attention of the UN. The |
Legation expresses the opinion that the varied activities sched-
uled to celebrate United Nations Day were designed to dramatize
Vietnam’s aspirations to ‘‘the rights of full membership in the
community of nations.”” The Legation comments that the Viet-
namese actions may also be a means of exerting pressure on
the French at a time when the Indochina question is before the
French National Assembly and the Juin-Letourneau mission
is conducting a politico-military survey of Vietnam.,

Huu’s criticism of French inspires Vietnamese--US
Minister Heath reports, after returning from a visit to Bao
Dai’s headquarters at Dalat, that the resort was apparently the
scene of intense political activity, and that Premier Huu's
statement regarding French intransigence at the Pau Conference
has had an ‘‘electric effect’’ on the Vietnamese., Heath com~
ments that Huu’'s statement has con&uderably enhanced his pres-
tige in the eyes of the Vietnamese, whose ‘summer-long search
for encouragmg news from Pau had ‘met with little success

b s AR et
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4, INDONESIA: Progress of Ambon fighting--US Military
Attache Jakarta forwards a report from the Indonesian De-
fense Ministry regarding the relative strength of the Am=-
bonese rebels and the government forces fighting on Ambon.
Rebel strength on the island is estimated at 2,500 well-armed
and well-led ex-Netherlands Indies Army regulars reinforced
by some 2-3,000 irregulars.; To date, the Indonesian Govern-
ment has landed 6,000 troops remforced with light artillery.
and supported by four corvettes and five reconnaissance air-
craft. In the Military Attache’s opinion, present government -
force‘s are capable of containing the rebels and, if reinforced,
could ‘‘successfully close the operation’ within three weeks.
The Attache adds, however, that sensitive conditions in-
central Java and south Celebes may prevent the required build-
up, in which case rebel resistance probably could be prolonged
for several months.

British to approach Indonesians on Ambon question--US aM:Z/S
Embassy London reports that the British Ambassador in : %
Jakarta has been instructed, at his discretion, to emphasize 3
to the Indonesian Government the desirability of making some
gesture which would enable the United Nations Commission for
Indonesia (UNCI) to withdraw its report referring the Ambon
dispute to the UN Security Council, The British Foreign Office
considers that at least implicit censure of Indonesia will be
difficult to avoid if the UNCI report on Ambon comes before
the SC.
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that Georgi M. Dimitrov, former Agrarian Party leader in
Bulgaria, is planning an early announcement of a Bulgarian
government-in-exile, with himself as president. Peurifoy be-
lieves the announcement of a government-in-exile would not
be well received by Bulgarians at home or abroad.

. Tibetan delegation starts for Peiping--US Embassy New Delhi 4/:?/ ﬁ%

reports.;that, as a result of instructions from Lhasa, all mem-
bers of the Tibetan delegation (which has been engaged in pre-
liminary conversations with the Chinese Communist Ambassador-
in New Delhi regarding the problem of Tibet’s soveréignty) will
depart for Calcutta immediately, en route to Pe1p1ng for a con~
tinuation of the negotiations.

FAR EAST

. INDOCHINA: Bao Dai plans to develop ‘‘National Army’’ soon-- /3

US Minister Heath inSaigon reports that, during the presentation
of his credenhals to Bao Dai, the V1etnamese chief of state de-
clared that ‘‘he had personally assigned himself the mission”’
of forming the Vietnamese National Army. Bao Dai remarked
that previous delays in the formation of this force were due to
French fears that it might turn agamst them, and stated that
‘“‘there was no danger for the French’’ in a Vletnamese Army
formed and commanded by himself. Commenting on the French
desire to maintain direct command of Vietnamese troops and to
build newly-formed umts around French cadres Bao Dai declared
that such a system ‘simply would not work In response to
Minister Heath’s query as to how soon a ‘‘definite plan’’ for the
formatlon of the Natmnal Army would be ready, Bao Daj stated

‘‘within a month.’
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4. THE PHILIPPINES: Possibility of Huk attacks reported --

WAYY /S
The US Naval Attache in Manila reports that the Philippine
armed forces now ‘‘recognize the serious possibility’’ of
wide-scale Huk attacks during early November, including
political assassinations in Manila and its environs. The
Attache points out that some information regarding Huk plans
was obtained recently from ‘‘strong’’ interrogations of Com-
munist suspects; he considers this information reliable.

. (CIA Comment: CIA believes the Huks may conduct
widespread raids on Luzon during November and may even
attempt to create disturbances in Manila. However, alerted
Philippine security forces are considered capable of pre-
venting such disturbances from reaching serious proportions,)
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1. Duich feel Pleven plan for Furopean defense is unacceptable-- /4 /-5

The new Dutch Defense Minister, s’Jacob, has told US Ambas- -
sador Chapin in The Hague that he and Foreign Minister Stikker
consider French Foreign Minister Pleven’s proposal for the -
organization of Western European defense forces to be unaccept- -
able to the Netherlands Government. S’Jacob commented that the
Pleven plan could not help but create further delays in achieving
an integrated Western defense; he feels that no compromise is
possible on the plan and that its introduction just before the - -
meeting of the military committees of the North Atlantic Treaty
Organization is unfortunate ,

EUROPE - \

2. AUSTRIA: Government hesitating in police matter--US High C/4/S
Commissioner Donnelly in Vienna reports that the Austrian
Government now appears to be hesitatmg in.carrying out its
plan to arrest the Communist polic¢e chiefs in Vienna who were
dismissed. The Austrian Government’s hesitation is-caused
by renewed Soviet demands that all proceedings against the
police chiefs be quashed and that they be restored to full status.
Donnelly believes, however, that the Austrian Government will
refuse to yield to the Soviet demands; he adds that the Austrian
Government has again informally requested renewéd assurances

. of. firm Western support in the Allied Council,

).’fr

3. DENMARK: Political situation--US Ambassader Anderson re- a4 /499 .

ports from Copenhagen that the minority Social Democratic
Government resigned after its defeat on the question of con-
tmuing fat rationing and that the Prime Minister suggested
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the formation of a Moderate Liberal, Conservative, and

Justice Party coalition Cabinet. In explanation of the govern-
ment’s resignation Prime Minister Hedtoft remarked that the -
three major opposition parties had not lived up to their promise
to cooperate on economic and foreign exchange problems

(CIA Comment: Regardless of the compositlon of the
new government, Denmark will adhere to the NATO, contmue
its rearmament program, and, in general, follow 1ts present
foreign policy.) : :

FAR EAST

. INDOCHINA: Survey mission assesses French position-- 5/7‘3

US Legation Saigon transmits the conclusion of the French 5 /
politico-military mission examining the Indochina situation J

- that France, without aid, cannot meet its obligations both in

Western Europe under the North Atlantic Pact and"in Indo-
china. (The mission includes Minister of the Assoclated

States Letourneau, General Juin, High Commissioner for
Indochina Pignon, and General Carpentier; commander of French
Forces in the Far East.) -The group. characterized the fighting

M Tonkin as ‘“‘no longer a question of guerrllla war, ’ ‘and stressed
,.the urgent need of the Freneh forces in Indochina for US military

assistance, particularly aircraft and artlllery The group also

: . feels that US financial aid will be needed in establishing 4 Viet-

namese national army. The group. stated that positively no rein-
forcements could be expected from France at this time.’
Minister Letourneau, in commenting on the-political
aspects of the Indochinese problem, remarked that the world
could be su're when the war was over that Viet ‘‘independence would

~ be total.”’ Letourneau added that the French had no intention
of holding back Vietnamese independence, but were concerned

e
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lest the morale of Fremch troops- now fighting for a French -
cause im Indochma be * shattered ” He commented that if the
Vietnamese ‘“‘or others’’ continued to misunderstand French

motives in Indochina, he intended to recommend to his govern- _

ment that French troops be withdrawn, -

Regarding Chinese Communist assistance to the rebel
Viet Minh Generals Carpentier and Juin expressed their be-
lief that, as a result of Chinese training and equipment, the
Viet Minh between now and March 1951, could assemble 100
battalions, ‘most of which would be equal to the French in
value,”” The group indicated that thought had been given to an
appeal o the UN, but that inasmuch as the actual participation
of Chinese Communists in the Tonkin operation had not been

" confirmed, a formula for presenting the case to the UN had

not been found,

Bao Dai plans to tour Tonkin--US Legation Saigon has
learned that Bao Dai will leave the summef capital at Dalat for

the traditional imperial c_apital ‘of Vietnam 'at Hue within a few
days. Bao Dai plans to make a tour of the strife-torn Tonkin

region shortly after his arrival.
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1. Reports on Chinese involvement in Korea- ¢/ H/ S 3.3(h)(2)
it was decided in early October - cm—/ \Y 3.3(h)(2)

attended by Chinese, Soviet and . ;

North Korean leaders that if UN troops crossed the 38th
Parallel and North Korean forces were unable to hold them,
the main part of the North Korean forces would be withdrawn
to Manchuria for future use while the balance would carry on
errilla wa

\ 3.3(h)(2)
the Chinese' Communists and ST
the USSR regard the Korean war as virtually ended and are b
not planning a counteroffensive. Fhe bulk S 3.3(h)(2)
of the Chinese Communist units nz from _
Korea, leaving only skeleton forces in order to create the i
impression that a Jarge number of Chinese Communist forces _ o
were still present, thus deceiving US intelligence so that the ;

maximum number of US troops would be committed in Korea
for the longest possible time.

(CIA Comment: CIA concurs in general with these in-
dications ef over-all Soviet and Chinese Communist intentions
regarding Korea. The presence of independent organized
Chinese Communist units in Korea has not yet been confirmed:
the above reports concerning skeleton Chinese forces, however
are consistent with reports thus far received - 3.3(h)2)
on Chinese Communist participation in the Korean fighting,

EUROPE

2. YUGOSLAVIA: Tito requests French mllltary aid--US Ambas- C”’/ )
sador Allen reports that Marshal Tlto in his first conversation )
with the newly arrived French Ambassador spoke at some length \
concerning Yugoslavia’'s need for military as51stance and requested

.
\
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French aid in obtaining defensive weapons. - Tito expressed
the view that receipt of military equipment through a third
country would avoid Soviet allegations that Yugoslavia had
become a spearhead for US aggression against the USSR,
The French Ambassador informed Tito that although he
thought his government might be symipathetic, France would
take no action except in closest cooperation with its North
Atlantic Pact allies, particularly the US.

FAR EAST

3. KOREA: Unsettled conditions in Southwest--US Embassy 18] e

Seoul reports that local authorities in South Cholla province

of southwestern Korea are experiencing considerable difficulty

in establishing full control over the area. Provincial officials
estimate that there are 8-10,000 armed guerrillas concentrated -
in"the mountainous sections of the province; many of the guerrillas
are local natives who openly joined the Communist invaders during
the occupation. .
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1. POW reports of Chinese Communist forces in North Korea-- / s
The Commanding General of the US Eighth Army in Korea j
reports that the ten Chinese Communist prisoners of war ' i
captured as of 30 October have claimed during interrogations ;
that the 119th and 120th divisions of the Chinese Communist - ) !
40th Army and the 117th division of the 39th Army are now in F
Korea. : : L

)

(CIA Comment: Although there are major units of
Chinese Communist forces ‘along the Manchurian-Korean
border, the presence of Chinese Communist units in Korea i

_has not been confirmed. CIA continues to believe that direct |
Chinese Communist intervention in Korea is unlikely at this
time. However, there is a strong poss1b11ity that the Peiping
regime may move troops across the border in an effort to

- establish a ‘“‘cordon sanitalre around the Suiho hydroelectric /

3 plant and other strategic border installations essential to the- :

‘ Manchurian economy., There is also the possibility that these r

Chinese were sent into North Korea to plant reports of Chinese :

Comniunist forces in North Korea in the hope of slowing the UN

advance, ard thereby providing time for North Korean forces to
reorganize. Ordinarily, privates in the Chinese army do not |
possess the detailed order-of -battle information which these

POW'’s passed on to US field interrogators.)

EUROPE

2. UNITED KINGCOM:: Attitude toward European bloc--US Embassy >
- London transmits a report from a high-ranking British Foreign '
Office official that the UK Cabinet has approved a paper which
- states that, although the UK formerly opposed a European con-
tinental bloc partlcularly if dominated by Germany, the USSR
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had changed the situation, and the UK would no longer oppose
the regional grouping or even federation of certain continental

- countries, such as France, Germany, and Italy. The Cabinet

paper also reiterates that the UK could not undertake continental
commitments which would interfere with Britain’s Common- -
wealth and sterling area obligations or with its special relations
with the US. ' :

GERMANY: Eased ténsion in Berlin reported--According to ¢4/ s

the Berlin staff of the US High Commission in Germany, a
“‘subtle change’’ in the Berlin situation during: recent weeks

appears to have brought about a notable relaxation from the - R

ki A =

former tension, and the feeling that, for the moment at least, ‘(\}’ ,

the West has regained the initiative in Berlin, Although there ~
is the danger that relaxed tension will be followed by reduced / _
resistance among West Berliners, observers feel that the gen-
era] attitude is one of ‘°‘measured optimism and increased con-
fidence’ in Berlin’s ability to make good use of any breathing

- spell.

NEAR EAST-AFRICA

. INDIA: Views on Indochina--US Embassy New Delhi transmits <(4/ S

the view of an Indian Government spokesman that if France’
were to take steps indicating ‘‘unmistakably’’ its intention to
yield full sovereignty to Vietnam, Indian and Southeast Asian
acceptance of Bao Dai would be made ‘‘much easier.”’ The
Spakesman added that India would ‘‘welcome’’ a coalition of
“‘nationalist’’ elements of both contesting groups and that steps
to place the Indochina problem before the UN would be greeted

as evidence of good faith on the part of France.
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FAR EAST

INDOCHINA Viet Minhcapabilities--The US Military and 4"""‘9/ 5
Naval Attaches in Saigon report their opinion that, despite Y
present Viet Minh possession of the initiative in attacks on - 3(7s
French posts along the Tonkin border, the rebels will not be

able to launch an all-out offensive for four to five months, .

The .Attaches believe that the major regrouping, replenish= -

ment of supplies, and consolidation of lines of communication

required for such an all-out effort could not be accomplished in

less time. The Vlet Mi.nh, however is considered to be ‘capable : §
of launching a ‘‘shoestring’’ offénswe any time after 1 December ‘
1950, Meanwhile the U8 Military Attache at Hanoi reports-

that French ofitcers have:expressed: their personal opinion ‘
that, if Tonkin falls to the Viet Minh, the French will not f
attempt to hold the rest of Indocluna The Attache adds that

the French forces in Indochina urgently need reinforcements

and light automatic weapons.

L L A ¢ e

. KOREA: Situation in captured North Korean capital --US Embassy CM’M

Counsellor Drumright reports that the physical condition of Pyong
yang appears to be mich better than that of Seoul shortly after
the Communists were driven north. Drumright adds, however,
that pohtlcally the city is operating in 2 vacuum Wthh may lead
to sgrious difficulties, primarily because the provisional govern-
ment of the city is made up of men with good character but inex-
perienced in managing a city the-size of Pyongyang. The Counsellor
points out that all Communist officials have fled the city and there
are no citizens with pre~-Communist experience in city affairs be-
cause the Japanese administered the city prior to the Communist
regime.
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1. Chinese Communist troops in Korea--US Embassy Seoul

transmits the estimate of US Elghth Army headquarters

that, although information is still ‘‘sketchy.’ and confirma-
tlon is lacking, two regiments-efChinese Communist troops
may be engaged in the 'Eighti¥Army sector. ‘Eighth Army
headquarters has not yet definitely established whether these
Chinese Communist troops are fighting as independent units
or are ‘‘sandwiched’” among North Korean forces. ‘A later
field report states that POW’s captured north of Hamhung
identified their unit as the Chinese Communist 124th Division.
The POW’s, who were wearing new cold-weather uniforms,
spoke in the Peiping and North Manchurian dialects and sald
that their unit had entered Korea op or about 16 October.

(CIA Comment: There probably are small numbers
of Chinese Communist troops currently operating in Korea,
but CIA does not believe that the appearance of these Chinese
Communist soldiers indicates that the Chinese Communists
intend to intervene directly or openly in the Korean war.)

EUROPE

. AUSTRIA: Government holds firm in police caSeé-According'

to US High Commissioner Donnelly in Vienna, the Austrians
are maintaining a firm attitude in the case of the dlsmlsse&
Communist pohce chiefs, who are still occupying their p@sts
Donnelly reports that Austrlan Minister of Interior Helmer is
proceeding ‘‘determinedly, if cautiously,”’ with a judicial in-

C/OA

cra [s

vestigation of the dismissed chiefs. Soviet Commandant*Sviridov

asked Austrian Chancellor Figl and Helmer if it would not be

possible to call off the investigation, or at least to terminate it

with administrative reprimands rather than dismissal from office;
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the Austrian officials replied that the cases must be settled

according to the findings of the disciplinary court. During the
course of the discussion, Sviridov insisted that the Soviet
authorities must have a veto over police changes in the Soviet
zone and sector, but the Austrians flatly refused this demand.

‘Helmer has mtlmated that the court may order the dismissal-

of three of the police chiefs, and lesser penalties for the other
two. - Figl believes that the USSR wishes to avoid a discussion
of the police case at the next meeting of the Allied Council.

FAR EAST

. | .
. TIBET: Reported Chinese Communist invasion--US Embassy m/ s
New Delhi has learned that Panikkar, Indian Ambassador to s /‘TS

China, ““first heard of the Tibet invasion” on 25 October over
the All-India radio and on the same day received a Pelping
handout on the subject “‘couched in almost identical terms.’.

(CIA Comment: Up to the present, Peiping has issued
no announcement of an invasion of Tibet other than that reported.
by Panikkar, On 24 October, however Chungking did issue.a

political mobilization order calling on troops in West-China:

to prepare themselves for the mission of liberating Tibet. More-
over, press reports-indicate that Chinese Communist troops, which
have been located for several months in the eastern part of Sikang
Province near Tibet, are again moving westward. However, these
troops are still east of Tibet proper and they can be engaged either
in completing occupation of Sikang or in preparing to invade Tibet.
Until the Communist invasion of Tibet is confirmed, CIA is inclined
to view present reports of the invasion as a Peiping effort to prod
the Lhasa Government into prompt agreement to Chinese Communist
demands.)
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Indian views on Tibet invasion==US-Ambassador
Henderson in New Delhi expresses the opinion that the re~ -
ported Chinese Communist invasion of Tibet will not, in the
end; result in any change in Prime Minister Nehru’s policy
toward Peiping. Henderson believes: that Nehru is chagrined -
at the Chinese Communist Government’s willingness to expose
India to embarrassment over the Tibet issue and expects that
various of Nehru's colleagues will make use of Peiping’s ma--
neuver in urging a more f¥iendly Indian attitude toward the US.
Nevertheless, Henderson feels that Nehru is still too ‘‘enmeshed’’
in his attempts to bring Communist China into an Asiatic bloc to
abandon such efforts at this time, Henderson adds that Nehru
quite possibly might attempt to divert Indian attention from Tibet
by criticizing the Western Powers, perhaps even attributing a
Peiping decision to invade Tibet to fears inspired by the US
attitude toward Communist China, -
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YUGOSLAVIA Tito favorable to proposed US agreement-- ctAls
US Ambassador Allen in Belgrade, reporting an exploratory
conversation with Tito concerning the proposed US-Yugoslav
agreement to permit the use of Mutual Defense Assistance Pro-

- gram funds. for relieving the Yugoslav food crisis, indicates

‘that Tito’s preliminary reaction was entirely iavorable
Expressing confidence that agreement can be reached, Allen"
-recommends that the US formalize the proposal 1mmediately
He also reports a remark by Tito concerning the expected -

" Soviet reaction that Soviet propaganda could not be any worse

than it already is and could not modify the ““absolute distrust’’

“which Yugoslavia feels toward the USSR and its Satellites.

Tito also volunteered the thought that the proposed bilateral
agreement would enable Yugoslavia to show that it was re- -
ciprocating, within its possibilities, for any US aid received.

FAR EAST

KOREA: Rhee modifying his attitude toward North Korea-- cinl """"e

US Embassy Counsellor Drumright reports that President Rhee einls
was received with acclaim during a recent visit to the former
North Korean capital of Pyongyang and that Rhee’s 30-minute
speech was given great applause. Drumright adds that Rhee -
was’ careful and judicious in his speech and made no statement
which gguld be regarded as detrimental to the UN. The Coun- "
sellor belitves that Rhee’s principal objections to the ‘‘interim
administration’’ for North Korea would be overcome if he can-

.be assured that only non-Communists from south of the Parallel,

including refugees from the north, will be appointed to adminis -
trative posts in North Korea.
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. YUGOSLAVIA: Tito extends.period of military service-- e/ A/S

US Ambassador Allen in Belgrade reports that during his

recent conversation with Marshal Tito, the Marshal remarked
that he had extended the period of m111tary service in order to
keep more men'under arms and that no publicity would be

given to the matter. The Yugoslav Premier commented that
keeping more men under arms. increased his need for food
supplies for the army; Allen expressed the opinion that assist-
ance from theMutual Defense Assistance Program would, there-
fore, seem ‘‘even more appropriate,”’ and Tito agreed.

NEAR EAST-AFRICA

. KASHMIR: India favors direct talks with Pakistan--US Ambas- S /5

sador Henderson in New Delhi has been informed by Secretary ~
General Bajpai of the Indian External Affairs Ministry that
India favors UN Mediator Sir Owen Dixon’s suggestion of
direct conversations between India and Pakistan as the ‘‘next
step’” in UN efforts to settle the Kashmu' dispute. Bajpai, who
e*ipressed the belief that the suggested * ‘small power com- -
mission’’ on Kashmir would be ineffective, stated that direct
conversations between India and Pakistan’ n_nght taKe place at
Lake Success with the SC and interested powers represented.

(CIA Commient: In view of the fact that India occupies
the bulk of Kashmir and would hold the whip hand in any direct
negotiations with Pakistan, India would naturally favor the
Dixon suggestion as an alternative to the establishment of new
UN machinery. )
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3. CHINA:

‘““‘Intervention’’ in Korea-
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n ve eaders, the

China to* participate in the Korean war.’
the formal decision was made on 24 Octo r mee re-

during an August conference of top
decision was made for Communist

sided over by Chinese Premier Mao Tse=-tung.
twenty Chinese Communist armies

Manchuria (the strength of a Chinese Communist army ranges
from 20-30,000); included in these twenty armies are eight -
armies of the Fourth Field Army as well as elements of the
‘other three Field Armies of the Chinese Communist forces.

H

‘during October.

Indicate consider-

oper into south Manchuria

Mukden is under

- martial law and a state of war emergency exists with air raid

precautions and other defense preparations under way. Factories”

in Mukden and Antung are being dismantled and moved north.
Twenty jet fighters of unknown nationality have appeared over
Mukden., The city is said to be in a state of panic, W1th many

Communist officials and residents moving north.

~ of Russian troops; both in and out of uniform, have arrived, as

well as materiel, including self -propelled guns and naval mines

““Large numbers’

3.3(h)(2)

3.3(h)(2)

7

3.3(h)(2)

(CIA Comment:

Major units of the Chinese Communist
Fourth Field Army have been moving to Manchuria for several

months, Although elements of the other three ¥Field Armies

could be moving north, there is no confirmation that units of these

-2 -
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Field Armies are in Manchuria. There is no confirmation

that a high-level Sino-Soviet conference decided that Com-~
munist China should intervene in Korea, but it is quite possible
that the Peiping regime decided to increase its support and
agsistance to the North Koreans. Such a decision could logically

‘lead to large-scale defensive preparations by the Chinese Com-
- munists in anticipation of possible UN retaliation for this increased

military assistance. On the basis of available evidence, CIA con-
tinues to believe that Chinese Communist participation in the
Korean conflict will be limited to defense of the Manchurian
border and that open large-scale intervention by Communist

‘,; China is not likely.)
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1. -Burma to protest to Chimese Communists over Tibet-- c /)9/c,f »

US Ambassador Key in Rangoon has learned that the
Burmese Government has instructed its Ambassador in
Peipmg to express to the Chinese Communist regime -
Burma’s deep-etoncern over the Chinese resort to force

in Tibet, Key's source added that Burma is apprehensive
about the possibility that eventually Chinese Communist
armed forces will similarly encroach upon territory along
the Sino—Burmese boundary which is not clearly defined.

2. Depdr tiOn of Turks may be presented to UN--The US (= /5
.. Delegation to the N reports that the Turkish Delegation :
has “‘praetically decided’” that the problem of deportation
of approximately 25Q,QOO Turkish-speaking people from
M Bulgaria to Turkey must be presented to the General
|
\

-Will begin on November 10th if the Bulgarians observe their

,é\%sembly A Turkish delegate remarked. that deportations - ' ~
previously announced timetable. -

/...
EUROPE

3. GERMANY: Sentiment against rearmament growing-- -
-~ According to US Embassy London, UK High Commissmner crp /Sa /
-~ Kirkpatrick in Germany has expressed himself ‘‘strongly’’ 5
on the adverse effect the delay in settling the European army
question is having on German willingness to participate in
the defense of the West. Kirkpatrick believes that the:longer
the present situation continues, the more difficult it will be
to obtain German cooperation. Kirkpatrick recognizes that
the Germans may be attempting to use the necessity for re- S
armament as a means of gaining concessions, but he is convinced
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4. CZECHOSLOVAKIA: Soviet inspection of army reported--The A4y /s
US Militarv he in Prague has been informed o
that Soviet Marshal Malinovski hﬁbeen—m-[ 3.3()(2)
specting the Czechoslovak Army and that he is insisting on
increased training and discipline. The Military Attache suggests
- the possibility that Malinovski may be appointed to a position in
Czechoslovakia similar to Marshal Rokossovski’s in Poland.
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1. ITALY: Communist discontent with Party direction--US crh S
Embassy Rome reports the viev

that considerable discontent is developing within the Italian
Communist Party as a result of the growing feeling that .
the Kremlin is exploiting the Party purely as an instrument
of Soviet foreign policy and is neglecting the real interests
of the Italian working class. Pointing out that the existence
of this unrest may account for the recent decision to post- -
pone the Party congress, the Embassy suggeSts that if the
congress is held it may turn into a genuine debate on pohcy
which may in turn lead to the establishment of an ‘““Italian’’
Communist movement detached from the Cominform. The
Embassy further suggests that if such a nationalistic Com-
munist movement were estabhshed the Kremlin would be

- confronted with ‘‘a deep crisis™ which might spread to
France and lead to mass purges in both countries..

FAR EAST

2. INDOCHINA: Bao Dai Army delayed--US Minister Heath cl '9/5 :

. in Saigon reports that attempts to form a Vietnam National - ¢/ / S
Army have been characterized by ‘“‘furious 1nactivity," w1th
the French insisting the Vietnamese authorities produce an
acceptable plan and the Viets pointing out that the necessary

arms, equipment, and money can come only from the US or
_ tho Franch
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Moscow considers that the recent formal Soviet proposal for
a CFM meeting on Germany was made primarily for propaganda
purposes. The Embassy points out that the proposal is well-
timed, in connection with the Prague Declaration, the 7 November
anniversary of the Bolshevik revolution, and the Second World
Peace Congress, to be an important element in the world-wide
campaign to prove that the USSR wants peace and the US wants ;
war. The Embassy notes that the proposal concentrates on ' i
demilitarization rather than on all major German problems and
comes at a delicate period in the-development of French en-

dorsement of the ‘rearmament of Germany..

Vo i Attt ol s Bk ok et i T

'FAR EAST ' :

. INDOCHINA: UK to urge more power for Bao Dai--According S

to US Embassy London, British Commissioner General for ..

Southeast Asia MacDonald will visit the highest available - C/p S
French Government official in Paris to express his view that

the only possible solution to the Indochina problem is to accel-

erate the transfer of power to Emperor Bao Dai. MacDonald

is making the visit at the specific request of the Foreign Office,

which shares his views on Indochina.

Tonkin situation described as not hopeless--US Consul
Blancke in Han01 expresses the opinion that the French now
appear to have ‘‘more than an even chance’’ of holding North
Vietnam. In support of this view, Blancke points out that the
Viet Minh evidently lacked the power to keep rolling and' hazards
g\e guess that the French will win the reinforcements race.

Document No. 3 \ .

NO CHA'GE in (Class. O

-1 - [J DZCLASSIFIED -
Cicis. CIANCID TO: TS S @
//z, ) D;“-A yfmo, 4 Apr 77
/ ) Auzh: };41 li:, .G. 77/1783
=YL _ Date: eiey sy By: DL}

o kEDRee = <

e e —— - - = R B ——- - - .

Approved for Release: 2019/01/02 C06749455



Approved for Release: 2019/01/02 C06749455

AT

The Consul concurs in the reéently-expressed opinion of
the French Commanding General in Tonkin that the next
12 months will be critical.

. KOREA: Chinese Communist strength in North Korea-- c/h /5'
US Embassy Counsellor Drumright in Seoul transmits the /
estimate of US military field intelligence that there are now ¢/h/3

between 25,000 and 27,000 Chinese Communist troops:engag-
ing US forces in the northwest sector in Korea, and that a
Chinese Communist force approximating dlwsmnal strength

is opposing UN forces in the northeastern sector. (Latest
military field reports indicate a total of 35,000 Chinese Com-

- munist troops are currently engaging UN forces in Korea.) :
US intelligence also reports that 13 hostile Yak aircraft, which
could only have come from Manchurian fields, were observed

- over North Korea on 5 November.

Dissension in ROK National Assembly--US Embassy
Counsellor Drumright expresses-the opinion that the over-
whelming rejection of Paek as Prime Minister by the ROK
Assembly can be attributed mainly to selfish political maneu-
vering and to deep-seated hostility toward President Rhee, As
a further measure of the Assembly hostility for Rhee, Drum-
right reports that a resolution calling for the res1gnatmn of
the entire Rhee Cabinet was presented to the Assembly and,
after two indecisive votes, reconsideration was deferred untll
6 November,

Approved for Release: 2019/01/02 C06749455

VI DU - ST BN



Approved for Release: 2019/01/02 C06749455 7 Nov 1950

&, %% T o
48059 ﬁ?d‘ﬁfﬁf@%ﬁRE T S | 1439 -
R o

- GENERAL

1. Chinese Communists reportedly training Burmese tribesmen-- d/ﬁ/ S
US Ambassador Henderson in New Dethi has been informed

that the Indian Governme aches much importance to re-
porwﬂat" the Chinese Communists

have persuaded a number of Kachin tribesmen from northern

Burma to come to China for training in Communism and sub< 3.3(h)(2)
versive tactics. The Indian Government believes this cevelop-

ment definitely portends trouble in northern Burma.- According

to Henderson the Indian Government also takes a serious view -

of an article in a recent Peiping publication which openly pro=
claimed the state of Sikkim (which is between India and Tibet)
as part of China. -

reports that Yugoslav UN representative Bebler views Chinese -
Communist intervention in Korea as the manifestation of the
“‘infantile disease’ of a new Communist regime which lacks .
political judgment. Bebler is convinced the Chinese Com- |
munists fear that the Yalu hydroelectric works are threateried
and feel that UN forces constitute a genuine threat to Manchuria;
he believes US and UN assurances on these two points might do
much to reduce Chinede Communist fears. Bebler added that
he hoped the US woul t rush a reseolution through the Security
Council, particularly one that contained a finding of aggression
by Communist China.

2. Views on Chinese intervention--The US Delegation to fhe UN a/ﬂ/S

3. Dutch seeking German rearmament compromise--According '.S'/ZS'
to US Ambassador Chapin at the Hague, Netherlands Foreign
‘Minister Stikker is working on a compromise betweén the ,
"Hr8Mh and US positions regarding German rearmament. Chapin
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. adds that Stikker is seeking a compromise because of his
earnest desire to do everything possible to resolve the
present disagreement and because of repeated requests by
the French Government that he attempt to find some com-
promise. :

FAR EAST
. INDOCHINA: French attitude tgga;:d Ylemag;egg--US Minister

Heath in Saigon reports there is ‘‘increased strain’’ in French-
Vietnamese relations as a result of the ‘rather curious’’ atti-
tude toward the Vietnamese of Minister for the Associated

States Letourneau durmg his visit to Indochina. As an example,
Heath cites Letourneau’s blunt remarks in the presence of the
Vietnamese regarding their financial incompetence and lack of -
civic responsibility. As further evidence of the lack of “rapport”
between the French and Vietnamese, Heath quotes General
Valluy, Inspector General of Colomal Troops, as advocatmg

the abandonment of France’s ‘‘military-political formula,’’ aimed
at instilling widespread loyalty among the Vietnmese for the Bao
‘Dai Government, in favor of a purely military campaign.

(C1A Comment CIA believes that active participation
of the Vietnamese is an essential factor in the defense of Indo-
china and that their support can be won only by further political
concessions by the French.)

L
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1. Soviet anniversary speech analyzed--US Ambassador K1rk C/ﬁ/ 4”% - !
in Moscow, in making an early assessment of Bulgamn S ;
October Revolutlon Anniversary speech, expresses the :
opinion that the speech indicates the past year was a lean '
one for Soviet foreign policy and that the Kremlin recognizes
this fact. The greatest proportion of the address was devoted
to progress of the Soviet people in the economic field, which
was emphasized by the announcement that the goals of the
present five year plan had been attained. Kirk notes that the -
address followed the familiar Soviet pattern of contrasting
the peace policy of the USSR with the war policy of the US.
Kéréa received significant mention as the banner of the -
hberation movement of oppressed and dependent peoples.

”) . and were compared to those experienced by the USSR in the :
: period of civil war and intervention during 1918-1921. ’

(CIA Comment: CIA believes the speech, in addition
to being a summary of Soviet accomplishments during the
past year, represents a Soviet attempt to warn the West that
the USSR does not intend to abandon its international program.)

EUROPE | ;

2. GERMANY: Views of pdlitical leaders on rearmament-- 5/ 3
In recent discussions of the German rearmament question

.......

in Frankfurt learned that the Chancellor intends to obtain
a declaration from the leaders of the government coalition
parties, setting forth Germany’s willingness to contribute
to Western European defense. Adenauer believes that such

L)
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a declaration would clarify present “‘confused German
thinking’’ and that it would then be difficult for the Socialist
Party to take the opposite stand. Adenauer also declared
that the signing of the Schuman Plan treaty was urgently
necessary, and that this would make possible the solution . —
of “other problems.”” The Chancellor warned that it was : :
politically impossible for him to approve the treaty, how-

ever, unless he was assured tHat the Ruhr Authority would : T
be eliminated when the Schuman Plan goes .into effect.

During a later conversation with Sectalistleader
Schumacher, McCloy learned that Schumacher still insists
that Germany should participate in Western defense efforts
only after the creation of a Western force sufficiently strong
to take the offensive in the event of war. In regard to the
Pleven defense proposals, Adenauer felt that although they
held long-range possibilities, the French had erred in pre- -
senting them as a solution for the present defense requirements;
Schumacher expressed the feeling that the Pleven proposals
were designed to give the French control over any European

force.

~ (CIA Comment: CIA believes that Adenauer will not
approve the Schuman Plan treaty until he is assured of the
dissolution of the Ruhr Authority.)

.

NEAR EAST-AFRICA

. INDIA: Nehru reported as seeing no ‘‘threat’’ in Tibet--US C/ﬂ/ C”%

Consulate General Bombay reports that Prime Minister Nehry,
in a recent informal conversation, stated that China’s ‘““aggres-

“fMee action”’ in Tibet poses no military threat to India either

‘‘now or in the foreseeable future.”” Nehru is also reported to
have described Chinese leader Mao Tse-tung.as a man ‘‘ideo-
logically like Tito’” who might eventually become oriented to-
ward the democracies if not first driven into the Soviet camp by

the actions and attitude of the US.
, s
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(CIA Comment: The remarks attributed to Nehru - _ y
are.in line with previous estimates that Nehru will abandon )
his friendly attitude toward China reluctantly, if at all, and :
that Chinese aggression against Tibet is thus unlikely to l
cause any immediate change in his policy.) .

. NEPAL: King seeks refuge in Indian Embassy--The Nepalese C/A /u,/
Ambassador in New Delhi has informed the US Embassy that

the King of Nepal, the Crown Prince, and the latter’s eldest -

son have taken refuge in the Indian Embassy in the Nepalese —-

capital and that the Crown Prince’s second son (aged three or

four years) has been proclaimed King. The Nepalese Ambassador

professed to be uninformed on the background of this development.

(CIA Comment: Inasmuch as all power in Nepal has long \
been vested by heredity in the hands of the family of the present '
Prime Minister (Maharaja}, a change in the person of the King is
of no internal significance. Exile of the former King in India
could, however, have unfortunate consequences for the present
Nepalese Government. Leftist elements in India, including many
Nepalese residing there, have been increasingly active in their
efforts to bring about the downfall of the Maharaja’s family. Those
elements might find the former King a useful symbol in furthering
opposition to the Maharaja’s family and thus in bringing about a
collapse of present authority in Nepal.)

FAR EAST

.. KOREA: ROK Assembly calls off feud with Rhee--US Embassy C/# /&_,
Counsellor Drumright reports that the recent change .in the
military situation in Korea has led the ROK National Assembly
to postpone indefinitely consideration ‘of the motion calling

T M;@‘ECRET |
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for resignation of the entire Rhee Cabinet. Drumright adds
however, that continuing anti-Rhee feeling in the Assembly
was demonstrated by general criticism of the government’s
precipitous departure from Seoul and by attacks against
various Cabinet members for their conduct of affairs during
the invasion,
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\ngh Commlssmner Donnelly in Vienna reports that the

" “{'Vienna: police disciplinary board has upheld the suspensmh

. of the five:Communist police chiefs in the Soviet sector of -
:'Vienna, in disregard of Soviet Commandant Sviridov’s in-

. 31stence that changes in the Soviet sector police cannot be *

made without the approval of the Soviet military authorities.
Donnelly adds that four of the police chiefs who were civit
service appointees have been directed to appear for a heari.ng
around 16 November, and their pay has already been cut to
two-thirds of normal The fifth police chief, who was hired
on a contract basis, will be dismissed outrlght after the other N
cases have been settled

, (CIA Comment: In the past, Soviet authorities have ofton
backed down on issues similar to the police problem when con--

fronted with vigorous Austrian resistance, Although there is
no firm evidence to indicate whether the USSR will maintain

'its intransigent attitude on this issue in the face of official

Austrian and Western protests, | |

/

.

(3

suggests that the USSR may be seeking a way out of the: impadé
without too great a loss of prestige )

. GERMANY: Increased coal shipments urged for Berlin-<US

representatwes in Berlin urge that the West German Govern-
ment reverse its recent policy of cutting coal shipments to
Berlin, a policy adopted because of the serious coal shortage
in. West Germany. The US representatives point out that only
Berlin’'s current consumption requirements are being satisfied
by present coal shipments, leaving nothing for stockpiling; they
recommend that the West German Government be urged to
allocate, during December and January 344,000 tons of coal for

" Berlin over and above Berlin’s current consumptlon

-1- , _
~ Beoument N, %

NO CHANGE in ClasSe [] - ..-.

[] DECLASSIFIED
Class. CHANGED TQ: T3
DDA Memo, 4 A')" 77

ﬁ%’ﬁﬁmpﬁl 32::,2;3;:_-5 s

Approved for Release: 2019/01/02 C06749455

'%_.

e/p /S

.

9 Nov 1930

Tmﬁnﬁgﬁﬁhﬂcr | 441

FRTQNTTOR

1
i
!
1
:
|

"

6/14/'5

e e L

<t o 3 e M A Wl T T



Approved for Release: 2019/01/02 C06749455

&G D=

(CIA Comment: The cut in the Berlin coal ship=
ments could have serious consequences during the approach-
ing winter, especially if the USSR decides to interferé with
transportatmn and commuuications.)

FAR EAST

INDOCHINA: UK urges French concessions--US Embassy ¢/ n/s

Paris reports that the UK High Commissioner for Southeast
Asia, MacDonald', has unofficially expressed to high French

officials the view that: (a) the development of a native Indo- /i /3 /

chinese army under native command should take place ‘‘as

rapidly as possible’’; and (b) the French should publicize

present concessions to Indochina and publicly promise fuller

independence than now ~ennwisaged under the Franco=Viet agree-

ments. MacDonald stressed the ‘‘beneficial effects’’ the proposed
*““independence statement’’ would have in swinging the governments

of Burma, India, and Paklstan toward recognition of Bao Dai.

French views on appeal to UN--US Embassy London re-
ports that a ¥rench Embassy ofﬁ.cer has informed the UK Foreign
Office of “increasmg evidence’’ of Chinese Communist participation
in hOStl].itleS in Indochina, and tentatively presented the view that
the ° only practical solution in Indochma would be through the -
UN since the conflict there was ‘“‘becoming an international issue.’

In this connection, US Legation Saigon reports that the French
Minister of Assoclated States, Letourneau, recently declared at
a press conference that no “tanglble ev1dence of Sino-Viet Minh

_collaboratlon had appeared during recent operations, although it

" 'was ‘‘unquestionable’’ that such collaboration existed.. Letourneau

added that although.no-appeal to-the UN was contemplated at pre-

sent, the Viet Minh is only a part of the force attacking democrac1es

all overf.he world and a UN appeal ‘may some day be necessary’
if the situation in Indochina is aggravated.
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(CIA Comment: CIA believes: (a) France does not
at present contemplate an appeal to the UN; and (b) France
will make no ‘such appeal unless the military situation in
Indochina threatens to become untenable.)

THE AMERICAS
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Chinese Communist intervention in Korea--US Embassy
Seoul, in assessing recent military intelligence reports,
expresses the opirion that Chinese Communist failure to
follow up early successes may indicate a modification in
any plans they might have had for all-out intervention. -
The Embassy feels, on the basis of information available,
that Chinese Communnst intervention to date cannot be
regarded either as direct, open intervention or as a con-
tinuous effort. According to recent intelligence reports
forwarded by the Embassy, there is a decrease in the
number of vehicles moving from Manchuria into Korea as
of the night of 8 November, and there is no solid contact
with the enemy in the 8th Army sector, UN patrols probmg
northward have dlscovered Chinese Communist dead ‘‘run-
ning into the hundreds’’ apparently killed by UN air attacks.

' French view of Soviet CFM proposal--According to US

Ambassador Bruce in Paris, French Foreign Minister
Schuman is in complete agreement with the US view that
the Soviet proposal to make German demilitarization and
the Prague Declaration the basis for a meeting of the Coun-

1442
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&il of Foreign Ministers is quite unacceptable, Schuman feels,

hewever, that the Soviet suggestion of a meeting cannot be

' flatly rejected because this would place the West in the posi
tion of refusing to negotiate. Schuman believes that if a CFM

‘meéting is held, its scope must be ‘‘considerably broader’’

than the USSR has suggested, and should include such questi

ons

as Cominform activities and their relation to world peace and

tranquillity.
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3. Canadian ‘‘solution’’ for German division problem-- US §/ 7S
Embassy Ottawa transmits the belief of Canadian Defense
Minister Claxton that, if the US and UK would agree that -
German defense units will not be organized on the division
level; the French would come into line on the organization
of North Atlantic defense. Claxton suggests that the German
units, ‘““for the time being,’” be called brigades, regiments,
or teams --anything but divisions. The Embassy ‘comments
that while the Canadians have no doubt been expressing tbeir :
sympathy to the French, they have also been insisting on US’
leadershlp .
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. Australians urge caution in Korea--The Australian Prime

Minister has informed US Embassy Canberra that, as a
result of Chinese Communist intervention, the Australian
-Government believes a new situation has arisen in Korea
which calls for careful examination. The Australian official
added that, pending clarification of Chinese Communist
objectives, which may or may not be limited in scope, his
government is convinced that ‘‘military caution’ is required
and believes that consequences of Manchurian border “in-

cidents’ could be so grave that it may be best ° ‘temporarily’’
to 1gnore Chmese Communist provocation ‘‘to the extent pos~ _

sible.’

British view of deadlock on Western defense-~According to
US Ambassador Douglas in London, the British are con-
vinced that the French are becommg increasingly anxious
to end the Western defense impasse resulting from the
recent: Pleven proposals., In view of this French attitude,
the British feel the other Western Powers should go slowly,
avoid new proposals of their own, and leave to the French
the burden of suggesting the means of breaking the deadlock
and makmg progress.

UK releases ‘certain’’ arms to Egypt-»US Embassy London
reports that the British Government, after reviewing its

.arms commitments, has decided to relax its ban on arms

shipments to Egypt and to provide-that nation with 16 tanks.
The UK has also decided to inform the Egyptl.ans of the
availability of ¢ertain lend-lease items and is considering

1. ?s
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the release of six obsolete Halifax bombers.” The UK -
Government, however, will advise the Egyptian Govern- -

- ment that other armament items desired by Egypt are in

short supply and required for the British defense efforts,
the Commonwealth, or NATO, : .

US Embassy Cairo believes that news of the decision

of the UK to resume i)artial arms shipments to Egypt has .-

revived to a large extent the good will which was lost be--
cause of arms suspension,

FAR EAST

. INDOCHINA: French to ask US arms for Laos-- US Legatjon &/ ‘%5 B

Saigon has learned that the French plan to make an urgent
request to the US for rifles to be used in arming village defense
units in Laos, which faces a greater threat asa result of re-
cent Viet Minh gains. The Frenchprogram envisages the arming
of 4,250 Laotians, in compahies of -50 men under commanad of -
the chiefs of each province; the French can supply rifles for no
more than 1,000 Laotians from present stocks in Indochina.
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EUROPE

1. GERMANY: Socialists’ attitude toward German rearmament-- ar /&% ¥
US High Commissioner McCloy in Bonn has been assured
by Carlo Schmid, a leader of the West German Social Demo-
cratic Party, that the Socialists would accept a Bundestag
‘decision in favor of German military contributions to European ' ]
defense, regardless of how small a majority such a decision :
obtained. According to Schmid, the Social Democratic Party '
would then cooperate loyally to make the contributions as
effective as possible.  Schmid added that the Social Democratic
Party has for many months been in contact with three outstanding
former German generals for the purpose of getting expert tech- -
nical advice on the feasibility of the Socialist program for Western

defense. !
.- (Ci1a Coniinent:— Schmid’s statements probably reflect " - |
. j the wishes of moderate Socialists, but the Social Democratic .
d Party as a whole will continue to support firmly Socialist

Chairman Kurt Schumacher’s policy of opposing West German
rearmament until: (a) the Western allies have made large
increases in their troop strength in Germany; (b) substantial
concessions toward German sovereignty and international
| équality have been granted; and (c) rearmament is specifically
authorized by amendment of the basic German law, a process
requiring a two-thirds majority in the Bundestag.)

3, FRANCE: Implications of Thorez trip to Moscow--US Ambas- . e/ %
sador Bruce in Paris expresses the opinion that the departure
of French Communist Party leader Maurice Thorez for Moscow
will not bring about a sharp change in French Communist Party
spolicies in the near future. Bruce-does feel, however, that
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Moscow intends to take advantage of the absence of Thorez
to carry out a thorough house-cleaning in the Frep'ch Party,
‘'which has been passing through an extremely difficult

.\_L-l —— —

perioc__lf.' 5 )
FAR EAST -
. INDOCHINA: Bao Dai’s plans for aggressive lg_adershi -- 5/5 .
US Minister Heath in Saigon reports that, during the course -

of extensive talks with Bao Dai, the Vietnamese leader gave
his assurances that he would take into his own hands the
formation of a national army and the development of good
government. - Bao Dai pointed out that French agreement

‘In principle’’ to the creation of a;Vietnamese army gave him
a basis for demanding general support for his regime; he said -
that he could now attempt to ‘‘bring in’’ fence-sitters and even-
detach non-Communist nationalist elements from the Viet Minh.
Bao Dai added that he had received credible assurances of
French support for the national army in terms of officers .and
funds but that the French had not agreed to his demand that
French officers bhe under his direct command.
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. YUGOSLAVIA: Tito to modlfy industrialization program-- - 6/4/3 ?

US Embassy Beigrade reports that during an interview be- .
tween Tito and Heinz Kernek, West German news agency
correspondent, the Yugoslav leader stated “there will be

no second five year plan similar to the first five year plan,”’
and further development of the Yugoslav economy will em-
phasize increased consumer goods production. (The present
Yugoslav five year plan-emphasizes expansion of industry at
the expense of consumer‘production.) | | 3.3(h)(2)
Tito added, Above all we must raise living standards in the
next few years.’

(CIA Comment: Tito will probably attempt to raise
the present low living standard in Yugoslavia in the hope of:
(a) reducing internal resistance to his regime; and (b) making |
Yugoslav ‘“‘socialism’’ more acceptable to the West.)

FAR EAST
. INDOCHINA; Possible French ‘‘statement’’ on Indochma-- 3 / S g
US Ambassador Bruce in Paris has Jgarned that French CIAs

Minister for the Associated States Letourneau intends to
seek Cabinet approval for an announcement that the French

- Government plans to interpret and implement liberally the

8 March 1949 agreements with Bao Dai. Bruce was also in- .
formed that although Letourneau is sympathetic to the idea, . g
when the present emergency is over, of a French statement
fav’d&mg ““full independence’’ for the three Associated States
of Indochina, within the French Union or associated with 1t
he could make no commitment on this question.
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: (CIA Comment: CIA believes the French are not -
| likely to do more at this time than announce their intention
| to mfcerpret and lmplement llberally the 8 March Accords,) :

" French reinforcegents to arrive in December--US -

|
% - Minister Heath in Salgon reports that General Carpentier,
| -the French Commander in‘Indochina, has told the US Military
‘Attache that French reinforcements from metropolitan France -
and North Africa will arrive in Indochina by the end of December.
Carpentier has sent an urgent request to Paris to have the units
arrive at least fifteen days earlier than scheduled, so they can
‘be operative in the Tonkin area by 1 January 1951, The re-:
inforcements, according to Carpentier, will consist of five
infantry battahons ‘one-regiment-of medium tanks; and three -
battalions of light- artﬂlery (t’ne five infantry battahons are re-
placements).- o

D2 KOREA: Nerth Korean»eurrency rggi&ly losmg value~-U§-Em—- C /4s
bassy-Seoul reports that, because of the uncertainty- regardmg :
the currency situation in North'Korea, North Korean currency is
rapidly depreciating, The Embassy adds that-as a result of this
depreciation, the average North Korean citizen is now severely
limited in his ability to buy daily necessities. ‘The Republic-of

Korea Finance Minister has stated that he can take no responsi- . &

bility for redeeming North Korean- currency because the plates
are believed to be in Communist hands :

THE AMERICAS '

" VENEZUELA Situation to remain stable-<US. Embassy Caravas: #/R4
. . ~reports the assassination of Lt. Col, Carlos.Delgado Chalbaud,
- pres1demt of the nulitary junta government of Venezuela. The

. % ) '-:2-;
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Embassy adds that the government has suspended con-
stitutional guarantees, apparently in order to facilitate .-

~ appr shending the assassins and. to prevent civil strife at

this time.,

(CIA Commient: The assassination of Delgado
Chalbaud will have an unfavorable effect upon US interests
in Venezuela. Of the three junta members who governed .
Verezuela since the coup of 24 November 1948, Delgado . .
Chalband was the most astute politican and- also decidedly
sympatheiic toward the US. The two surviving junta members,
Lt. Col. Marcos Perez Jimenez and Lt. Col. Luis Felipe "
Llovera Paez, will probably remain in power; Lt. Col. Felix
Roman Moreno ‘the armed forces chief of staff, may become
the third member of the junta. No major disturbances will
occur in the immediate future.) .
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1. Views on Chinese Communist intervention in Korea--US /R /S ¢

Embassy Moscow expresses the opinion that although the
propaganda treatment given to Chinese Communist-inter- .
vention in Korea may reflect an ominous Soviet attitude,
there is not sufficient evidence to justify the assumptlon ,
that the Chinese Communists are inviting war with the US - ;
and the UN. In support of this ‘position, the Embassy points
out that: (a) the Chinese Communists have retained their
freedom of action by limiting intervention to ‘‘volunteers’;
and (b) there has been no mention in the Soviet press of d

- Soviet ““volunteers’’ in the Korean war. The Embassy adds'
that the lateness of Chinese Communist intervention may re-
flect a Soviet desire to salvage something in Korea rather

. than a Chinese Communist intention to plunge China into a
global war with the US.

. In conclusion, the Embassy predlcts that the assistance
to North Korea by Chmese Communist ‘‘volunteers’’ will
,depend upon: (a) the prospect for preserving an extensive
area in North Korea for Communist operations; and (b) the .
degree of UN determination to eliminate this intervention.

- 2. US views on Austrian police case--The Department of State S S
has expressed to US Legation Vienna the view that any con-
cession which the Austrians make to the USSR in the matter
of the * suspended Communist police chiefs in the Soviet -
Zone will “‘only hasten further Soviet demands.”’ (The sus- ‘
pended police chiefs, with Soviet suppoxt, are holding their - ‘ ,
posts in defiance of Austrian orders. The police chiefs, how- 1
ever, are on reduced pay pending the results of an Austrian
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commission’s investigation.) The Department feels that
present Soviet tactics in Austria may be aimed at eventual
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EUROPE
FINLAND: Finnish Cabinet faces overthrow--According to C/#/@ '
U8 Minister Cabot in Helsinki, the Chairman of the rightist .

. Coalition Party’s parliamentary group has attached to a _ | :

- Agrarian Cabinet incapable of achieving economic stabilizatipn

.o"n this legislation is scheduled for 17 November.

legislative report a ““rider’’ declaring the incumbent minority
and therefore lacking Diet confidence. .(This rider is a political

maneuver designed to oust the present minority government / o
without actually proposing a vote of non-confidence.) A vote

(C1A Comment: Opposition parliament groups will

ﬁrobably be-able to muster sufficent strength from the right

“and left [irrespective of the position taken by the Communist

Diet group] to unseat the minority Agrarian Cabinet. A_majority
coalition government, capable of bringing political and economic

- stability to Finland, will probably be formed after considerable

difficulty.)
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1. Chinese Communist intentions at the UN--Indian Am- | . ¢/ a/ls

bassador Panikkar in Peiping has informed his govern- “3
ment that the Chinese Communist Government is anxious
to secure a peaceful settlement of the Korean issue, but
only on the condition that Communist China participates
in such a settlement. Panikkar adds that the impression \
in Peiping is that the-Chinese Communist representatives
due soon at the UN will be agreeable to settling the Korean
question through discussions outside the Security Council.
Panikkar believes the Chinese representatives may also be
willing ta discuss informally with representatives of the
'US and other powers issues of a general character. In passing
this report to US Ambassador Henderson in New Delhi, Sec-
retary General Bajpai of the Indian Ministry of External Affairs
said he was withholding comment hecause he had lost con- j
fidence in Panikkar. Bajpai explained that he did not want /

«T"to give the impression that the Indian Government was trying

- to bring pressure on the US to come to an understanding with =~ _

- Peiping. S

According to the US delegation to the UN, the Swedish

representative to Moscow (now visiting New York) is inclinéd to._
think that the Chinese military moves were of a flexible natire,
designed for probing and for limited purposes generally. The
Swedish representative feels the Kremlin is not now prepared to
allow present activities to develop into a general war.

o crnfs

2. Communist China’s intentions in North Korea--The Swedish C.(,t}/g
Ambassador in Peiping has informed his government that: Cots
(a) the Chinese Communist movements tosyard Korea are on.a

large scale; and (b) Peiping publicity points to fear and alarm c(;?/c,{_
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concerning possible invasion. The Swedish Ambassador -
expressed the opinion that the lull'in the Korean fighting is -
due partly to the strength of UN forces, but. ma.mly to Chinese
Communist feeling that power plants and reservpirs are
reasonably protescted.

The Netherlands: Charge in Peipiog has: @xparessed the
-t@n@emmtiomi.n Korea was .
motivated chiefl§ by fedr of US" aggressnon .especially against

~.Manchuria, and thaﬁ: the long-terni anm of the Peiping- r@ime

is to establish a ‘‘really independent’’ Korean state which

would not be a threat to China. The Charge feels that the short-

term. aim of Communist China is to protect the frontier by the

.creation of a border zone free of UN' troops,and he believes

the Chinese actually wish to aveid hostilities with UN troops
provided UN forces remain outside a 50-mile. zone south of

' .the Manchurian border.

The Burmese Embassy in Peiping has expressed the

- view that the Chinese Communists are ready to go “’to any -

length”’ to aid the North Koreans and that they are fostering -
mass hysteria based on alleged US intentions to invade Man-
churia. The Burmese Ambassador believes the Peiping regime
is convinced that: (a) the fighting in Korea will spread to Man-
churia and that the USSR will aid the Chinese Communists if -

‘Manchuria is invaded; (b) the Soviet Air Force is superior to

the USAF and the US canmt spare additional] ground forces for -
Korea; and (c) a “US -dominated” Korea will constitute a threat -
to China .
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(CIA Comment: Except for the Indian Ambassador,

the diplomatic community in Peiping has extremely limited ;

- ¢ontacts with Communist officials.” These reports, except . |
for troop movements and similar activities, repr'esent personal

opinions, CIA believes the Chinese Communist regime is-. .-
primarily concerned with possible UN retaliatory action rather

than an unprovoked US military attack. Moreover Peiping has
not yet committed itself to go ‘‘to any length’’ to salvage the
Korean Communist regime, and maximum Chinese Commumst
intervention may not be necessary to achieve Peiping’s ob;ectives-~- -
in Korea. CIA is convinced that, for the immediate future, Chinese
Communist operations in Korea Will probably continue to be de-
fensive in nature. However, Peiping’s present strategy in Korea
may envisage the steady replacement of North Korean losses until

“the UN no longer regards the unification of all Korea as practicable.)

-y

J—

3. Chinese advance toward T1bet reportedly halted--US Embassy CR / 3
New Delhi reports that the Indian representative in Lhasa has
informed his government that the Tibetans maintain the Chinese
Commumsts have made no appreciable progress towards Lhasa
“for some time’’ and appear to have halted at no great distance .

from Chamdo, in the center of Sikang Province. The Indian
representatlve added that although he had no reason to doubt

. “‘this Tibetan story,”” he had nothing but Tibetan word to con-
firm it, and concluded his report with the observation that
Lhasa was quiet and pamc had subsided.

y |
- EUROPE
4, AUSTRIA: USSR may back down in police case--According to <’ ‘4/(

US High Commissioner Donnelly in Vienna, the Soviet position
“*».¢in the Allied Council discussion of the case of the suspended

RS .. FIVRN .
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Austrian pollce chiefs created the general impressmn
- that the USSR will hesitate to react further if the Austrian
- Government has sufficient courage to continue its pxesent -
.coyrse. Donnelly reports that the Western Power elements -
- in the Allied Council tentatively agreed that one of the Western
'High €ommissioners will endeavor to see Soviet High Com=- -~ —
missioner Sviridov before the Council meeting of 8 December
to point out'to him the unfavorable repercussions of Soviet o
. interference with the Austrian police upon the quadripartite F ' —
arrangements, the Austrian internal situation, and the USSR C
-itself. ‘Meanwhile, comments Donnelly, the Austrians intend
~ to continue protestmg any and all Soviet attempts to take over
the legitimate authority of the Austrian Government.

T meay
i

FAR EAST

5.".BURMA: Possibility of coup d’etat:.ys Embassy Ra.ngodn 7 S
has learne( it 2 Burmese Army S/ / -3.3(h)(2)

. officer claiming to be an emissary of the Burmese Com-

- mander-in-chief, General Ne Win; recently approached a

" Burmese elder statesman for an opinion as to UK and US

' .:eactions in the
a coup d’etat.

+3.3(h)(2)

- The Embassy comments that although there is no other intelli-
gence pointmg to a coup attempt, the current consolidation of
Burma’s armed forces, ostensibly for anti-insurgent operations
in early January; would provide General Ne Win with both cover

' anc_l opportunity for such a move. .

-
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1. British propose new approach to Korean problem--The C’/ﬂ/’)’
British Foreign Office has transmitted to the Department
of State a proposal for a new approach to the Korean
problem. In order to prevent hostilities from dragging on

‘‘with the ever—growmg risk of extension beyond Korea,’
the British propose a new UN Securlty Loauncil resolution
calling for a demilitarlzed zone in North Korea (bounded
on the south by a line running from Hungnam to Chongju
and on the north by the Korean frontier). The British
proposal is that reponsxblhty for this zone will be assumed -
by a UN body with- Chinese Communist representation.
The British feel that this plan would make it possible
" not only to terminate the whole Korean campaign at an
early date, thus avoiding a costly military commitment,
but also to allay Chinese Communist anxieties concerning
UN aggressive intent’ agamst Manchuria. The British
point out that from a muntary point of view the proposal
has the following advantages: (a) the line from Hungnam
to Chongju is approximately 150 miles long, as compared
with the 400-mile length of the North Korean frontier; and
(b) the UN air power advantage could be utilized without
violating Chinese Communist territory if guerrilla activities
- were later to occur in the demilitarized zone. The British
further comment that it is doubtful whether General Mac- -
Arthur has sufficient forces to drive to the North Korean.
frontier and maintain his position there without striking
at Manchurian air targets.

_ , FAR EAST
2, INDONESIA: Government moves against Communists-- | C/R/s
The US Consulate in Surabaya reports that Indonesian T
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Government forces were ordered into action against f

a number of orgainzed guerrilla raids on tobacco estates
in the area, in the course of which seven Moslem political
leaders were killed. Meanwhile, US Embassy, Jakarta,
reports that the Indonesian Acting Prime Minister, after
meeting with the governors of all provinces of ]ava and
Sumatra, declared that the Government ‘‘really meant
busi,ness in implementing the recent decree requiring ———
the surrender of unauthorized weapons. Commenting that ' -
the Acting Prime Minister appeared ° suprpmely confldent
the Embassy expresses the opinion that a “show-down”’
could occur within the next few weeks.
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1. Views on Bevin’s ‘‘proposal’’ for Korean settlement--US S /S : {

Ambassador Kirk in Moscow expresses the opinion that

British Foreign Secretary Bevin’s proposal to establish

a demilitarized zone along the Manchurian border will

be ‘‘unpalatable’ to the Kremiin.  In support of this view,

Kirk points out that the continuance of hostilities in North

Korea and the engagement of UN forces there in a pro-

tracted struggle would seem to be of considerable importance

to the Kremlin in terms of present Soviet world ‘strategy.

Kirk also points to the record indicating that, in general, the

USSR is not inclined to-negotiate losses in the international

arepa. Kirk acknowledges the desirability of a negotiated

settlement at this time, but expresses the opinion.that Bevin’'s

idea of a compromise falls short of accomplishing the ob-

jectives of the UN in Korea. In connection with recent re-

ports that the Chinese Communists genuinely fear US invasion

from Korea, Kirk points out that, to the contrary, Chinese Com-

munist 0ff1013.lS may be convmced that the US will not invade

China, and, if given stronger assurances that the Manchurian y
frontier w111 be held inviolate, may be encouraged in their ;
aggressive actions. ' '

2. Estimate of Commmunist China’s intent in Korea--US Embassy (/7 /S’
Seoul, after reviewing recent defensive tactics of Chinese Com- a
munist forces in Korea, expresses the opinion that the Chinese
Communists may now be fighting a delzying action and may not -
be committed to all-out intervention. According to the Embassy,
present Communist delaying action could be interpreted as: (a) a
test of UN determination in the face of a threat of all-out war
with the Chinese Communists; (b) a move to gain time for the re-
moval of electrical installations on the Yalu; or (c) a move to
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gain more time to prepare for declsive military inter-
vention, possibly after the freezing of the Yalu and Tumen"
Rivers. The Embassy believes that although no one ‘can be
certain the Chinese will not intervene decisively in the
future, available information to date favors the conclusion
that- Chinese intervention will in the end ‘‘fall short of all~-
out war

(CIA Comment: Although Chinese Communist inter-
vention in Korea to date has been on a limited scale, military
and psychological preparations for full-scale war continue

‘within China. The present mission of the Chinese Communist

forces appears to be: (2) to prevent consolidation of the UN
position in Korea and to contain UN forces in Korea through
the winter, at a minimum cost; and (b) to keep the People’s
Republic of China in a position sufficiently flexible for either
withdrawal or full-scale commitment at a later date.)

. Views on Communist China’s relation to USSR--US Consul c/f /&/

Wilkinson in Hong Kong transmits the conviction of the

former French Consul in Chungking, who has just reached

Hong Kong after four months of house arrest, that the Chinese
Communists are resolutely committed to Soviet foreign policy.
The former Consul also expressed the opinion that any hopes

the US and Great Britain may have of weaning the Pelping regime
away from the Kremlin are dopmed to failure.

ates Minister to Yugoslavia--US Ambassador .S / S
Peurifoy in Athens has been informed by Greek Premier
Venizelos that Yugoslavia is being asked to agree to the
appointment of Spyros Capetanides, Chief of the Foreign

Iy
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- Office American Section; as Greek Minister-to Yugoslavia.
Pointing out that thé Yugoslav Minister to Greece had already
been formally designated, Venizelos stated that if Capetanides
were acceptable to Yugoslavia, a simultaneous announcement
regarding the exchange of Ministers might be made on ‘27 No-
vember, when the opening of the secondary rail line from
Salonika to the Greek-Yugoslav border at Florina is scheduled
to take place. '
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1. INDOCHINA: Estimate of military situation--US Minister c/h / 3

0000254

Heath in Saigon transmits the estimate of Frerich High
Commissioner Pignon that the period between 10 December
and the year’s end will be a ‘‘somewhat anxious’’ one.for

. French forces in Tonkin. Pignon feels that the Viet Minh,
-.Eby 10 December, may be able to strike a blow in force toward

Hanm or perhaps try to-break communications between Hanoi
and Halphong Pignon believes present French forces can pre-
vent a Viet Minh seizure of the entire deltd but he admits that
some shortening of French lines in the delta area may be
necessary Pignon predicts that, barring ilnexpected losses

in troops or territory, remforcements froin France, together

with US assistance, will place French foré¢es in a pos1t10n of
some superiority by the end of 1950. The High Commissioner
feels that although French forces should even be able to under-
take limited offensive action in the north after the first of the
year, two French divisions with armor and artillery would be

needed for a sustained offensive of any real proportions. Pignon

expressed the opinion that the new Vietnamese national army
will be trained and equipped by July 1951, but will hardly be
ready for offensive action for some time after that date.

Possible employment of ex-Natlonalist troops --US
Minister Rankin in Taipei reports, 'in reference to the d1s-
position of Chinese Nationalist troops currently interned in
Indochina, that the first preference of the Nationalist Mimster‘
of Defense is to have these troops transferred with equipment
to Taiwan. Second choice is to have them transferred to

‘Taiwan without equipment, and third choice to employ them

for combat in Indochina. Rankin suggests that, if the US does
not object and if the French aré disposed to employ thesé troops,
the French be advised to sound out the Nationalist Government
on Taiwan regarding conditions for the employment of the

troops in the Indochina fighting.
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(CIA Comment: There are an estimated 27,000
ex-Nationalist troops interned in Indochina. CIA belleves
that if ex-Nationalist troops were employed in anti-Com-
munist warfare in any areas adjacent to China, the possibility
of overt Chinese Communist intervention in such areas would
be greatly increased.)

. BURMA: Prospects for coup discussed--In connection with
reports that Supreme Commander of the Armed Forces Ne
Win is planning to attempt a coup, US Ambassador Key in
Rangoon reports that.the Burmese Government is now
planning to abolish the post of Supreme Commander. Key
comments that if Ne Win is aware of this plan (which Key
feels is likely), he would have a good motive for attempting

a coup. Key points out that Ne Win will have an excellent
opportunity to strike during the period from 7 to 15 December
when the Prime Minister, who is now in Mandalay, will be
returning to Rangoon down the Irrawaddy River.
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. German views regarding the Schuman Plan--US Embassy -

Paris transmits a report of a conversation with French
economic adviser Monnet and Hallstein, Chief German
negotiator on the Schuman Plan Hallstein declared it was-
all-important that Germany’s equal status with France, in'the

‘Schuman Plan be safeguarded and that therefore there should
‘be no suggestion that any of the functions of the Ruhr Authority

are being transferred to the Schuman Plan High Authority. .
Hallstein observed that Germans regard the Ruhr Authorlty
as an organization designed ‘‘to keep Germany down.’’ Hall~ -
stein also stressed that it would be impossible for Chancellor
Adenauer to convince the Bundestag that Germany had equal
status under the Schuman Plan unless the occupying powers
had made a ‘‘clear commitment’’ that the celling on raw steel

-production would be removed. Monnet stated ‘very firmly”’

that he is in full sympathy with Hallstein’s position; he agreed
that a ceiling on steel production would be ‘‘completely incon-
sistent’’ with both the principle and the implementation of the

Schuman Plan. '

. ITALY: Opposition to Sforza believed mounting --US Embassy

Rome reports, concerning the possibility of changes in the
Italian Cabinet in the next two or three months, that increasing -
mention is being made of the replacement of Count Sforza as
Foreign Minister. According to the Embassy, Premier.De
Gasperi will be under strong pressure from his Christian
Democratic Party to bring to the post 4 new man, probably a
Christian Democrat, who could capture some of the nationalist

 sentiment in Italy which is now directed against the Government
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because Italians regard their country S postwar position
as the consequence of Sforza’s ‘‘failures.”’ The Embassy
observes that Sforza’s great prestige abroad is not re-
flected at home, that he has few followers, and that he is
attacked pubhcly even by members of his own party

FAR EAST

. INDOCHINA: Burma hints at recognition of Bao Dai-~The | s /g

Burmese Foreign Minister has informed US Ambassador
Key in Rangoon that, although h1s government has no ‘‘desire’’
to recognize Bao Da1 it has an ‘‘open mind’’ on this question.

" The Foreign Mimster further indicated that his government

would be more favorably disposed to take such action if the
French-would transfer: greater powers to the Bao Dai Govern-
ment, particularly concerning customs receipts and finances. -
The French Minister in- Rangoon has told Key that the Burmese
Foreign Minister significantly stated to him that the govern-
ments of India, Burma, and Paklstan now recognize that Ho
Chi Minh is a ““Moscovite agent,’’ that ‘‘it would be fatal if
French troops were withdrawn from Indochina,’’ and that there
exists very little hope of ending hostilities through a com-
promise with Ho arranged through the efforts of Pakistan,
India and Burma
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1. AUSTRIA: Soviet motives in police case--US Legation C‘/"/ S
Vienna expresses the view, in making an appraisal of '
current Soviet motives in Austria, that under present cir-
cumstances it would seem to be advantageous to the USSR
to ‘‘tread softly in Austria’’. The Legation points out that
the Soviet command has a security problem as long as
Soviet troops remain in Austria in combat strength More-
over, the Austrians are constantly ‘‘nibbling away’’ at the
Soviet security controls, particularly in the police-and com- -
munications administrations, thereby necessitating the re -
storation of these controls by the USSR. The Legation believes,
therefore,that the opposition of the USSR to the Austrian dis-
missal of five Communist police chiefs in Vienna has the
‘‘limited objective’’ only of maintaining these .security controls.

The Legation notes that the Austrians have been much encouraged .
by the support given them in the Allied Council by the Western
Powers, and adds that continued support will be an ‘‘important
factor’’ in the maintenance of a firm Austrian attitude toward
Soviet interference.

NEAR EAST-AFRICA

2. INDIA: Developments in Nepal situation--According to US

Delhi believes he -has convinced Prime Minister Nehru of the
adwsability of working out a settlement with the ruling Rana
family in Nepal and expects to be authorized to return to Nepal .
bearing India’s terms. The Nepalese envoy expressed to Nehru
his confidence that the Ranas would do whatever the Indian
Government wanted them to do, even if that involved the resigna-
tion of the Maharaja as prime minister. The Ambassador added,
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however, that he had advised strongly against an Indian
effort to have the old King of Nepal reinstated, arguing
that the latter had unforgivably affronted Nepalese pride
by his recent actions.

‘Meanwhile, US Embassy London reports that the UK,
pending a British Cabinet decision on the Nepalese question,
is attempting to restrain India from carrying out its previously
communicated decision to recognize the old King as the legiti-
mate ruler of Nepal.

FAR EAST
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1. British fear renewed violence in Egypt--US Ambassador
Caffery in Cairo reports that the British Ambassador is
so seriously concerned about the current state of Anglo-
Egyptian relations that he has ordered guards at the
British Embassy to be armed with machine guns. Caffery
adds that the British enovy is particularly concerned about
the UK’s recently announced decision to hold up arms ship-
ments to Egypt. He has warned the Foreign Office that this
decision-might justifiably be regarded by the Egyptians as
an act of bad faith.

FAR EAST

2. KOREA: ROK Cabinet strengthened-~US Ambassador Muccio
in Seoul reports that President Rhee’s recent Cabinet appoint-
ments_provide: the Republic of Korea with the strongest Cabinet
combination since the inception of that government. Muccio
believes that the new cabinet, with the able John Chang, Ambas-
sador to the US, as premier and including two capable members
of the Democratic Nationalist Party, should have vastly improved
working relations with the National Assembly and ‘‘gives Rhee
talent with which to deal’’ with reconstruction problems and
UNCURK.

3. INDOCHINA: Chinese charges of French border violations---
General Carpentier, Commander in Chief of French forces in
the Far East, has informed US Minister Heath in Saigon that

~ ninety percent of the recent Chinese Communist charges of
French border violations are false. Although admitting that
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High Commissioner Pignon took a grave view of the
charges, Carpentier speculated that the Chinese accusa-
tions might be intended to forestall legitimate French
complaiiis over Viet Minh attacks from China, as bluff
or as a warning of eventual «wvert Chinese invasion.
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1. Bevin hopeful of lessening East-West tension--According
. to US Embassy London, Foreign Secretary Bevin, in dis-
cussing the Soviet proposal for a Foreign Ministers con-
ference, expressed the belief that there is evidence of a-
less aggressive attitude on the part of the USSR and that
there is some prospect of a lessening of world tension. -
Bevin also believes that if progress in organizing western -

454

5/rs

defenses can be shown before a Foreign Ministers conference

is held, there is hope for an improvement in East-West re-
lations. ' :

2. View on US-British Relations--The US Representative at
the UN reports that UK Minister of State Younger is be-
coming seriously concerned over the effect on the British
Government of US press criticism of the UK. Younger
fears that British public opinion would get the impression
that the UK was being forced to take an intransigent posi-
tion. In such an event, the Government would be under
pressure to undertake negotiations with the USSR and might
be forced to make public statements which could lead the
US and the UK farther apart on Far Eastern and Soviet
problems. .

FAR EAST

.'."'l.o
-

3. INDOCHINA: French niilitary plans --French General De

Latour, newly appointed Commanding General in North

Vietnam, has informed US Consul Blancke in Hanoi that
"he will try to hold the Tonkin Delta but is not certain that

he can.’De Latour plans to: (a) complete the organization of
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mobile reserves into combat teams by the end of November;
(b) retain by the end of 1950 a sizeable area of the Delta;

and (c) begin dealing offensive blows when US tanks and re-
placements from France arrive, but not with the intent of
holding points attacked. The General does ‘not feel that -
Chinese are present on a large scale among Viet Minh forces"
and stressed that all his present plans assume no real Chinese
intervention. In case this-assumption is unfounded, however,
De Latour said that ‘‘matters would be frankly beyond him-

and out of his hands. ” ' .
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. Current Soviet-Iranian relations--US Embassy Moscow, in

commenting on the recent decision by the Iranian Government
to discontinue rebroadcasts of Voice of America and British

.Broadcasting Company programs, expresses the view that

Approved for Release: 2019/01/02 C06749455 28 NOv 1950
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the USSR is receiving tangible reward for its cautiously correct

policy toward Iran. Pointing out that the possibility cannot be
excluded that Iran may have exacted some quid pro quo for

dropping the US and British radio relays, the Embassy suggests .
that if so the Iranians may find this a counterbalance to US and .
UK resentment over the precipitous move. Characterizing recent

Soviet propaganda about the Near East as designed to produce a
mentality of ‘““non-alignment,’”’ the Embassy predicts that the

gous moves in other countries of the Near East. The Embassy
points out that the recent Soviet trade agreement not only pro-
vides needed consumer goods for Iranians but also provides an
export outlet for primary products of Iran, advantages which

" real success the USSR has scored in Iran may foreshadow analo-

are perceptible to the individual Iranian, as opposed to the long-

term benefits to be received from US capital investments. The
Embassy suggests therefore that it is incumbent upon the US

to develop a flexible mechamsm for coping with these Soviet
tactics.

. Views on UK~Egyptian- Suez base negotiations--US Ambassador

Caffery in Cairo, in discussing the chances for success in Briti
negotiations with Egypt for retention of the Suez base, expresse
the belief that British influence in Egypt is at an all-time low

while US pr stlge is higher than it has been for years. Caffery

sh
S

believes tha rder to be of any use in helping the British retain

Suez, the US m t make the Egyptians believe that the US is fur
ing the1r long range interests, bolstering their sovereignty, and

ther -

even sogthing their national prlde Caffery estlmates that, as their
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price for permitting the Western Powers to retain the Suez

base, the Egyptians will now demand armaments; full equality

in any Suez agreement, some sort of a security guarantee and

some concession on Palestine. In this connection; Caffery

. suggests that failure of the current British-Egyptian conversa-
tions in London might ‘‘set.the clock back again’” and possibly

lead to serious disturbances.

EUROPE

. UNITED KINGDOM: Anxiety over conduct of foreign policy-- : /S
US Embassy London reports growing concern among all political
parties with the British. Government’s conduct of its foreign and
defense policies. The Embassy points out that there are no mis-
givings regarding the government’s fundamental policy objectives
and believes the principal causes of this concern are: (a) apprehen-
sion that the world may be drifting toward another war and the
feeling that every reasonable avenue for avoiding war should be
explored; (b) doubts regarding the economic repercussions of
rearmament; and (c) desire to end dependence on the US and the
“junior partner role’’ as soon as possible. In analyzing the

effects of this growing concern, the Embassy concludes that the

UK will not depart from agreed lines of basic foreign and defense
policy and will not jeopardize joint US-British objectives. The
Embassy anticipates, however, a greater tendency on the part of

the UK to question more closely some US proposals for the attain-
ment of common ob]ectlves to put forward independent proposals,
and to seek the role of ‘‘equal partner.’’
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5. KOREA: Chinese Communist offensive--According to US Ambas- asA/S

sador Muccio in Seoul, local military circles believe the current
.enemy attack is of such power and intensity as to constitute

a general offensive rather than a series of counterattacks as
first presumed. Eighth Army intelligence indicates that the
enemy now has 149,000 troops in the line, about 101,000 of them
Chinese. The only report of enemy air activity over North Korea
for more than twenty-four hours was the dropping of bombs near
Pyongyang airfield.
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. ITALY: Planfor rearmament production--US Ambassador 5/1’5
Dunn in Rome reports he recently took occasion to point out

to Foreign Minister Sforza that the Italian rearmament pro-
gram appears to be lagging behind that of other countries,
emphasizing particularly that Italy has not yet come forward
with a comprehensive production program which would make
possible a discussion of US aid. Folowing this conversation
Dunn was informed that the Italian Government is now prepar-
ing a specific production plan., Dunn comments, however, that
an important obstacle to progress-in this respect is the poli-'
tical situation within the government, particularly the increas-
ingly acute conflict over financial and economic¢ policy. Dunn
concludes that the problem is a delicate one and that great
care must be exercised if the US is to achieve its rearmament
objectives without bringing on an Italian political crisis
seriously damaging to US interests.

R [OvOTNprY
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. FRANCE: Proposed military budget--In a discussion with US (4 /5 1

Ambassador Bruce in Paris regarding the proposed cut in the
French military budget from 850 to 720 billion francs, both

Premier Pleven and Finance Minister Petsche stated firmly ‘
that the French Government is fully committed to place 10 |
divisions in active status in Europe in 1951 and to carry out ’
the military program in Indochina. Petsche maintained that

_ this was certainly more than France’s share in the NAT ‘
program for 1951 and for France to attempt to do more , |
would lead to serious difficulties. . ;
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. USSR: Soviet propaganda exploits Western disunity-- clih / j

US Embassy Moscow points out that the first extended
treatment by Soviet propaganda of the theme of NATO
disunity appeared in the 27 November issue of * ‘Pravda’’
and gave indications of having been written by an authori-
tative individual within the Soviet Communist Party. The -
Embassy observes that from this artlcle&hlch was digested
in ‘‘The New York Times’’ of 28 November/it is clear both
that the USSR is extremely well informed onthe actual
divergencies of view among the Western nations and that
the Kremlin means to exploit to the fullest any Western
failure to agree on fundamental questions.

FAR EAST
. INDOCHINA: Chinese Communist intentions--Accordingto 4 /S
US Embassy Paris, French High Commissioner- Pignon in e /
Saigon finds it ominous that the Chinese Communists have s
not followed up their radio broadcast accusing the French Cia/ S

of border violations with a formal note of protest. French
Government officials fear that the Chinese Communists may
now recruit ‘‘volunteers’’ for fighting in Indochina as they
have in Korea. In this connection, the Embassy’s informant
pointed to recent indications that the Chinese Communists may
have decided to expel all French consular officials from south
China; the informant speculated that this development may
have some relation to Chinese Communist plans vis-a-vis

-In@imlpna

"~ Meanwhile, Plgnon has informed US Legatlon Saigon

that he ‘‘hopes for the best but plans for the worst’’ regarding
overt Chinese invasion of Indochina. ' Pignon’s latest information
"leads him to believe that the Viet Minh know they cannot launch
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mass attacks against the French in North Vietnam unless
the Chinese intervene, Pignon added that Chinese Com-~
munist forces insouth China could not-arrive at the Indo-
chinese border in less than three weeks. If sufficient motor
transport were available to permit sizeable Chinese forces -
to arrive within a wedkk, however, Pignon stated that French
plans would have to be completely altered.

US Consul General Hong Kong estimates that war pre-
parations in south and east China are precautionary and sees
no signs of offensive build-ups in these areas. Regarding Korea,
however, the Consul General considers it quite likely that the
-Chinese Communists will increase their forces there sufficiently
to prevent the UN from consohdating its control over the country,
but will maintain the fiction of ‘‘volunteers’’ in an effort to avoid
all-out war.

even
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. British=French views onKorean situation--Both French c/A / S i

UN delegate Chauvel and British delegate Jjebb have em-
phasized to US representative Gross the need for inter-
governmental consultations before the UN takes steps

either: (a) to condemn the Chinese Communists as military -
aggressors in Korea; or (b) to extend UN military operations

to Chinese territory or airspace. Chauvel has been authorized
not only to vote for the pending six-power Security Council
resolution calling for Chinese withdrawal from Korea but also
to support taking the matter into the General Assembly following
a Soviet veto.

Jebb said that Korean developments- 'inight adversely
affect the stability of his government, observing that it
might well fall if only a half -dozen Labor members absented

themselves on a vote .of confidence in connection with the ’
current debate in Parliament on foreign policy. He therefore ‘

indicated that the British position in the UN on Korea would
probably be limited to support of the six-power resolution, -
without strengthening amendments, and that this limitation
might also apply to a resolution in the GA. Jebb declared that
his government’s position would be greatly strengthened if it
could be announced that genuine efforts had been made to find
out what were the apprehensions of the Chinese Communists
and to develop an understanding with them. :

Gross said both Jebb and Chauvel were visibly im-
pressed by the information he passed on to them that the
Chingge Communist offensive had been prepared and was
actudl 9:‘-in motion when the UN offensive was launched. Gross
was informed that Jebb and Indian delegate Rau had thus far
been unsuccessful in attempts to meet with the Peiping re-

presentatives,
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. British-Egyptian defense negotiations--US Ambassador 5/ TS
Caffery in Cairo has been reliably informed that the King, s /S

in view of the turn of events in Korea, has iustructed the
Egyptian delegate in London not to make any definite break
with the British in the forthcoming defense negotiations.

Meanwhile, US Embassy London has indicated that
British objectives in the forthcoming talks are to find a
satisfactory basis, either bilateral or multilateral, for a
new defense agreemen‘i with Egypt, or, failing this, to per-
suade Egypt not to terminate the 1936 Ang10=Egypt1an agree-
ment precipitately.

EUROPE

-

. AUSTRIA: Reported easing of Soviet pressure--US Legation ¢/R / S

Vienna reports that recent conversations with Austrian officials
have confirmed the impression that Soviet authorities have been
instructed to seek some solution of the current dispute over con-
trol of the Austrian police. ‘The Austrian officials believe the -
new Soviet attitude is the result of combined Austrian-Western
pressure. These officials do not anticipate serious Communist
disturbances in December,

. FRANCE: Analysis of government crisis--US Embassy Paris. ¢ A / (”/ )

comments concerning the current French Government crisis
that the prime cause of the Communists’ success in their
maneuver of 28 November was hostility in the Assembly to
the person of Minister of Interior-Moch, not to his policies
or those of the Pleven Government. - The Embassy explains

that the Commti_‘mists have not forgiven Moch for his record

. f fﬁ’?@%@ ,
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as one of the most effective anti-Communist ministers

in postwar France and that certain members of the
majority parties ‘‘seem temporarily to have forgotten
Moch’s services in order to vent personal spleen’” -
against the unpopular Socialist minister. The Embassy
considers that the ‘‘most disturbing consequence’ of

this episode is the embitterment of relations between

the Socialists and other parties of the government, an
embitterment that is likely to endure whether the present
government survives or not. The Embassy emphasizes

in particular that the incident does not indicate a weakening
in French Assembly opposition o German rearmament except

in the framework of the Pleven Plan.

FAR EAST

. BURMA: Views on couniry s future--According to US Embassy

Rangoon, General Ne Win, Commander-in-Chief of the Burmese
Armed Forces, has expressed his concern over the future well-
being of Burma. Pointing to extensive graft and corruption

in government circles, Ne Win stated that Burma could not
continue under such a handicap and compared Burma with
China where the Nationalist regime fell ‘‘because of its cor-
ruption and not because of Communist strength.”’

THE AMERICAS

. COLOMBIA: Imminent break with Peru féared--US Ambassador

Beaulac in Bogota transmits the view of the Colombian Foreign
Minister that an “‘actual threat to the peace’’ between Colombia

and Peru now exists following the 28 November Peruvian note

. {T{? “y ’3. '2( *’:4.' ‘-t
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demandmg the custody of Haya de la Torre who is in
asylum in the Colombian Embassy in L1ma The Foreign
Minister fears that when Peru is informed that Colombia
does not intend to deliver Haya; Peru will break relations
and seize Haya. According to the Foreign Minister, the -
only possibility of avoiding serious trouble between the two
countries lies in the hope that friendly countries will extend
good offices. Colombia is reportedly preparing a reply to
the Peruvian note but will delay sending it in the hope that
some friendly power will intervene.
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.. Views on UN action in Korea--US Representative Gross s/T s

at the UN has been informed by his British and French
colleagues (Jebb and Chauvel) that the continental Western
European delegations share with the UK the tremendous

" apprehension that the US is committing Western Eurcpe

to the conduct of war in the Far East at an impossible time
and under the most difficult possible strategic conditions. .
Both Jebb and Chauvel felt it essential that the UN proceed
with great caution, indicating that the General Assembly.
should go no further at present than to request the with-
drawal of Chinese Communists from Korea. They urged

~ that the military situation be stabilized along a defensive

line, perhaps at the narrow waist of the Korean peninsula,
before further action is taken. Both delegates expressed
their belief that the UN would be in a better position to take
stronger action after the Chinese Communists had defied a
GA resolution along the lines of that passed by the SC calling
for Chinese withdrawal. Jebb declared that in the event of
such defiance, the ‘‘issue would then indeed be a question of
war or peace -and he could see no way other than to follow
the matter through to its logical conclusion.

. Canadian reaction to Korean situation--US Embassy Ottawa C /4 /¢

has learned that the majority of the Canadian Cabinet in a
day-long discussion of Communist aggression in Korea
shared the opinion current in some European capitals that

'General MacArthur should be replaced. The general attitude

at the meeting was one of gloom, with no member feeling that
Canada could make any contribution to improve the situation. *
There was no discussion of the possibility of raising more
Canadlan troops.
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. Spaak’s views on European rearmament--US Ambassador s/ c,,.,e
Murphy in Brussels considers it unfortunate that Socialist

leader Spaak, ina recent speech before the Belgian chamber,

endorsed the Pleven Plan as the solution to the problem of

German rearmament. Reporting that Spaak described the

plan as constructive and declared that technical military con-

siderations must not be allowed to obscure US understanding

of its merits as the true ‘‘European solution’ to the problem,

Murphy expresses the view that Spaak was undoubtedly sub-

jected to French Socialist influence at the Strasbourg meeting .

of the Council of Europe. Murphy adds that the attitude of - ?

the Belgian Socialists toward European defense, already un-

satisfactory, will probably become worse as a result of Spaak’s

speech.

[ 3 T TSI SOV

EUROPE

. GERMANY: Analysis of views on rearmament--The US High ¢ (4/¢
Commission in Germany, in making an analysis of current

. German opinion regarding rearmament and Germany’s future
role in Europe, reports that ‘‘substantial sections’’ of the West
German population remain undecided on the question of re-
armament while some elements are ‘‘definitely hostile.”” The
Commission points to the results of recent elections, in which
the Socialists stressed the anti-rearmament issue and made
definite gains, as partial evidence of this attitude. Further
evidence is found in the West German interpretation that US
military commitments in the Far East reduce possibilities

fox fﬁning real security through Western defense. From these

- doubt 'springs a defeatist tendency which is often voiced in the

_ expression, ‘‘we’ve had enough.”” .
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‘the most promising opportunity for this lies in European -

Approved for Release: 2019/01/02 CQG749455

The Commission considers that, given this climate
of opinion, it is especially timely to look for ways to induce
the Germans to take a.more positive stand and declares that

L g -

political integration. Substantial enthusiasm for integration
already exists in Germany and early progress in the direction
of European union, particularly if strongly supperted by the —
US, would result in a boost to German morale, a much more S '
favorable attitude toward defense efforts, and an increased

willingness to endure interim burdens. Such progress at an )
early date would have favorable pohtlcal effects within Ger- 7
many and would be a ‘“‘realistic’’ means of tying Germany

to the West at a time when German receptiveness to this con- .

cept is at a peak. The Commission concludes that West Ger-

man integration into a continental political union could serve

as a rallying point, provided that this union were understood

to be the nucleus organization which weuld be open to future

membership by a united Germany.

FAR EAST

. "CHINA: \Military-preparations reported in Canton--US C.H / bw(

Legation Saigon transmits a report of extensive military
preparations in Canton, including large-scale evacuation
of women and chlldren, construction of air raid shelters

- and slit trenches, and the presence in’ ‘unprecedented

numbers of Sov1et pilots and ground personnel at airfields
on the city’s outskirts. According to the Legation’s in--
formant, the Cantonese populace is extremely depressed

at the- prospeqt of early general warfare and privately
critical of the éhmese Government’s mcreasmgly belhcose
p011c1es
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6. COLOMBIA: Dispute with-Peru over custody of Haya--

US Ambassador Beaulac in Bogota expresses his agreement
with the Colombian Foreign Minister’s estimate concerning
future developments in the Peruvian-Colombian dispuate"

over the custody of Haya de la Torre. The Foreign Mini-
ster reportedly fears that the Peruvian Government, upon
receipt of a Colombian note rejecting the Peruvian demand
will: (a) immediately break relations with Colombia; (b) re-
quire the immediate departure of Colombian representatlves,
and (c) take physical custody of Haya.

 Meanwhile, the Department of State has expressed to
AmbasSador Tlttmann in Lima the serious concern of the
US over Peru s intransigence in this matter. The Department
believes that the parties concerned have not exhausted all -
possible means of peaceful solution and has requested Am-
bassador Tittmann to transmit to President Odria the sug-
gestion that every effort be made by both sides to reach
a peaceful solution through any means available.
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UN conversations concerning Korea--Indian delegate Rau

has told US representative Gross that the atmosphere during
his conversation with General Wu was friendly and that Wu
expressed to Rau a desire for peaceful settlement without
specifying, however, what this meant. ‘Rau said he was not

at liberty to reveal parts of the conversation, but hoped to

be able to do so later. Gross gained the impression that

Rau had followed an appeasing line in the interview. Another
Indian delegate expressed the view to the US delegation that
one encouraging outcome of the talk between Rau and Wu was
that Wu accepted a dinner invitation from Rau for 3 December
and also indicated a willingness for social contacts with other
UN representatives, including the British.

Meanwhile, Philippine delegate Romulo told the US
delegation that the presernce of the USSR on the Peace Observa-
tion Commission (POC), recently authorized by the General
Assembly, might provide an opportunity for fruitful negotiation

" on the Korean question. Romulo expressed the belief that the

POC could go immediately to Korea and that it might also be
able to get in touch with the Chinese.

EUROPE

. UNITED KINGDOM: Concern over commodity shortages--US

Embassy London reports that concern is growing in the British
Government over the problem of raw materials shortages,
especially zine, sulphur, cotton and copper. The Government

is convinced that continued scarcity, which would necessitate
further restriction of domestic consumption, will create un-
employment. British officials believe failure to prevent such

a development would be a serious blunder, not only for economic
reasons but because of the adverse public reaction at a time
when the Government is seeking maximum public support for
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NEAR EAST~AFRICA
3. IRAN: Shah voices anti-US views in interview--US Embassy
Tehran has been told | concerning the 29 Novem-
ber press interview in which the Shah of Iran belittled US aid
to Iran, that the Shah’s off-the-record statements were much
more anti-US. Indicating that the interview has been widely
distorted in the local press and radio, the Embassy comments
that the result will be to cause further deterioration in the
greatly weakened US position in Iran. The Embassy expects
these distorted versions of the interview to be adopted by Gov-
ernment officials and the public as ‘‘a guide’’ to their relations
with the US. '

FAR EAST

. BURMA: Estimate of China border situation--US Embassy
Rangoon, in an analysis of all available information of the past
two months on the China-Burma border situation, estimates
that: (a) there is no evidence of Chinese Communist military
build-up aimed at Burma, there being only three to five thousand
troops in the vital central border zone; (b) current Chinese Com-
munist military activity in the northern and southern zones
appears connected primarily with Chinese operations in Tibet
and Indochina; and (c) the Burmese are unable to prevent either
illegal Chinese immigration and smuggling or encroachment by
Chinese Communist forces across the Burmese border, particu-
larly in the undemarcated border region of Kachin. The Embassy
concludes that the current border situation, combined with a grow-
ing atmosphere of mutual suspicion, is likely to lead to a deteri-

“oration of China-Burma relations. The Embassy estimates that

" in the event of general war Chinese forces now in the border -
region could move quickly into remote upper Kachin and Kentung,
but some time would be required to move up sufficient forces for
an attack on Burma proper.
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THE AMERICAS
5. PERU: Officials unyielding over Haya case--US Ambas-
sador Tittmann reports that when he expressed to Peruvian
President Odria and Foreign Minister Gallagher the con-
cern of the US over the current dispute with Colombia re-
garding the custody of Haya de l1a Torre, the two Peruvian
officials maintained a wholly friendly attitude but did not
give any indication they would ‘‘recede one inch from their -
position.”’ Odria and Gallagher did assure the Ambassador,
however, that they would not be precipitate. Concerning the
possibility of good offices in the situation, Tittmann indicates
that Gallagher did not flatly reject the idea but did express
the view that such offers would get nowhere because ..
Colombia will never turn Haya over and Peru will not issue
safe-conduct.
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1. “‘Calm firmness’’ urged in Chinese-Korean situation-= . .3/ s J

US Embassy Moscow notes, concerning the attitude of

the USSR toward the Korean situation, that the Soviet

press has recently been relatively subdued in its pro-
nouncements on Korea, in contrast to its earlier strident
support of the North Koreans The Embassy has been .

told that “agltators and lecturers’ addressmg groups in-
Moscow are ‘‘comparatively colorless’’ on Korea. The .
Embassy believes that this ev1dence does not permit it

to draw ‘‘important conclusions’’ but does suggest a mea-
sure of Soviet uncertainty regarding the future Communist
course in Korea. The Embassy reasons that this uncer-
tainty, together with other considerations, makes it desirable 1
to take a firm line in the UN regarding the Chinese Com- ' |
munist intervention. |

Concerning future courses of action regarding Korea, . A
the Embassy reports that friendly colleagues in Moscow, i
W1de1y concerned that the present military-diplomatic s1tua- .
tion may deteriorate further, believe that adroit diplomatic : l
action is essential to conclude the Korean affair. Basing their
thinking on the defenseless position of Europe in the face of . x
uncommitted Soviet forces, a number of these colleagues have : |
been urging various moves ranging from obtaining a cease-fire (
agreement to proposmg negotiations for an armlstlce, they
have also urged that ‘‘the fiction of non-mvolvement by the
Peiping regime be ({ontmued The Embassy takes issue with
this view, howev’é and urges that these 11nes of action would
not only fall into “‘the pitfall of appeasement’” but would stimu- :
~ late the Communists, who would regard such moves as a sign ;
of weakness, to further efforts The Embassy believes that !;
s.-:¥calm, determmed firmness’’ in the face of this Chinese Com- i
mumst campaign offers the best possibility of restoring the |
|
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balance militarily and diplomatically to a point where it
will be in the Chinese-Soviet interest to treat with the
West on ‘‘suitable terms.”’

. UN reaction to Korean crisis--Accordihg to the US delega-

tion to the UN, the European and Commonwealth delegates
generally feel that it is necessary for the General Assembly
to take up the Korean question and that there will be no
difficulty in obtaining GA agreement to a resolution calling
for the withdrawal of Chinese Communist troops from Korea.
Although most delegates hold no real hope for fruitful con-

versations with the present Chinese Communist delegation
they consider that negotiations of some type should be under-
taken in order to cut military losses. The US delegation also
reports that there is widespread, strong cr1t1c1sm and distrust
of General MacArthur and that President Truman’s statement
on the atom bomb has caused great consternation..

. Indian views on Korea--The UsS delegation to the UN also

transmits a message from Indian Prime Minister Nehru to
Indian delegate Rau, in which Nehru, in expressing his ‘‘great
anxiety’’ about recent developments stated that steps should
be taken for a cease-fire as soon as possible, to be followed
by the demarcation of a demilitarized zone.

Meanwhile, US Ambassador Henderson in New Delhi
has expressed his fear that in the forthcoming parliamentary
debate, Congress Party members may be instructed to be
critical of the US and friendly towards Communist China.
Henderson reports that Nehru in off -the-record talks is
vehemently .denouncing any suggestlon of using atomic weapons,

%
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is rather violent in his condemnation of UN forces for
crossing the 38th Parallel, and is showing special hosti-
lity towards General MacArthur.

In a discussion with Bajpai (Secretary General of

the Ministry of External Affairs), Henderson gained the

impression that the Indian Government is hoping British

Prime Minister Attlee will prevail on the US to agree to

some kind of cease-fire pending discussions, either in or

out of the UN, which would result in: (a) admis_sion of
Communist China to the UN; (b) settlement of the Taiwan
problem in a manner acceptable to the Chinese Communists;
and (c) a Korean settlement which would, without sacrificing
Korean independence, permit the Chmese to save face. Hender-
son also believes the Indian Government wishes to avoid casting
blame on Communist China for intervening in Korea as long

as the Peiping regime is not in the UN.

. Norweglan thinking on UN and Korean case--Foreign Minister

Lange has informed US Embassy Oslo of his government’s
opinion that introducing a resolution in the General Assembly
calling for the withdrawal of Chinese troops from Korea would

- inexorably lead to a state of declared war between the Com-

munist Government of China and the UN. The Norwegian Govern-
ment therefore considers that at least a few more days should
elapse before this fatal sequence is started. Lange has also

been informed that both Indian UN delegate Rau and Secretary
General Lie are pessimistic as a result of their recent conversa-
tions with General Wu, but do not yet feel that an approach in

. this direction is hopeless.
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. Anticipated British positions in Truman conversations--

US Embassy London transmits its forecast of the positions

Prime Minister Attlee(withtake in the 5 December dis-

cussions with President Truman. Regarding Korea, the

Embassy believes the British will make clear their intention .

to support the UN police action but will press hard for agree-
ment on a more limited military objective, for consultations
before the US makes major moves in the Security Council,

and for assurances that the atom bomb will not be used except -
after consultation and concurrence by the UK. Concerning
Western Europe, the UK will seek US reiteration of the primary
importance of the European theater and will discuss ways of
accelerating NAT defense measures; the British will also point
to the dangers of costly involvement in the Far East. On economic
problems, the UK will seek close collaboration on effoerts to obtain
an-equitable distribution of scarce raw materials which, the
British believe, the US is stockpiling and consuming.at toe fast

a rate. The UK will also seek a US reaffirmation that the defense
effort will be so adjusted as to maintain Britain’s economic
strength. The Embassy believes that any poss1ble US moves to
reaffirm or extend Anglo-US relatlons will *‘ pay real dividends
in UK and Commonwealth efforts.’

FAR EAST

INDOCHINA: French fear repercussions from Korean war - .

"> A French official has informed US Legation Saigon of the

uneasiness of French authorities over the repercussions in
Indochina of the Chinese Communist offensive in Korea. The
official emphasized that the balance of force between French

and Viet Minh forces was most precarious and could easxly be
upset by even limited Chinese intervention, whether by ‘volunteers’’
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or otherwise. The French official stressed that it would
be some time in January before reinforcements from
metropolitan France would reach the field, that much
US aid would also not be effective before then, and that
therefore there was a most dangerous interim period
which the Chinese could exploit. He declared that this
situation was perfectly apparent to the Viet Minh and the —
Chinese in Tonkin and South China. |

R T

7. THAILAND: Reported plans for coup--US Embassy Bangkok C( 0/ S : t
"~ has been confidéntially informed of an imminent coup against , i
. the Phibun Government. According to the Embassy’s informa- :
~ tion, Communist lla units from the southeast coast of , i
Thailand, together-with local dissident Chinese Communists,
defected police, and dissident Malayans, will attempt to seize
southern Thailand and presumably link up with Chinese Com- é
/3 munists in Malaya. The Embassy comments that this plot
appears to have much more substance than numerous others s
recently reported and is seriously regarded by Phibun and :
his supporters. '
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 GENERAL
1..Chinese Communist conversations at the UN--The US 5ilTs
delegation at the UN transmits accounts of separate - 5ITs
conversations Trygve Lie and Indian delegate Rau have = 5,75

had with General Wu. 'According to Lie; Wu made it very
clear that the three demands of the Chinese:Cominunist
Government are: (a) the withdrawal of UN:troops/from
Korea; (b) the withdrawal of the US Seventh Fleet from
Formosa; and (c) the seating of the Chinese Communist i
regime in the UN. Lie said Wu’s.position:on these de-

mands was ‘‘very firm,”

In his conversation with Indian delegate Rau, Wu
voiced very strong resentment against ‘‘the American |
ruling circles’’ and insisted the Peiping Government |
really believes that the US is intent upon war with China. ;
Rau reports that the question of Formosa appeared to -
figure prominently in Wu’s thinking. In citing US ‘‘aggres-
sive designs’’ against China, Wu used Formosa, rather
than Korea, as his main talking point and did not, incidentally,
mention the 38th Parallel. Wu made it clear that the impor-
tance which Peiping attaches to Formosa is grounded 1n l.arge
part on their belief that the US intends to keep Chiang Kai-
shek in power on Formosa with a well-supplied armed force
which would stand as a constant threat to the mainland and
therefore as a constant peril to the security of China.

Wu reportedly indicated that although the Peiping
regime attaches the greatest importance to a solution of

the Formosa question, the Communist leaders also attach
considerable importance to being seated in the UN. Accord-
ing to Rau, Wu referred to Peiping’s exclusion from the UN
repeatedly throughout the conversation, clearly indicating it

) ‘Document No. E;L1 e ' ‘

NO CHANZE in Class. [1 A
' FIED ' )
-1 .- O DECLASSIF :
1 Class. CAANGED TO:3 78 ] c | ;
' DDA Memo, 4 Apr 77 g

Auth: DDA REG. 77 /1763
Da 63 MPR ]913 By: hi E ,

Erenr. | - -
@gi@d%?ﬁﬁ/f7R T : SN

Approved for Release: 2019/01/02 C06749455



. GERMANY: Reactions to Chinese action in Korea--US

Approved forwReIease: 2019/01/02 C06749455

“'l'//’/‘f?‘“
TOP SE C%

é,%

was a source of Chinese'Communist bitterness against
the US. 'In this connection, Wu pointed to the facf.c that
the UN offensive in Korea coincided with his arrival -

at Lake Success. Wu appeared to place great importance
on this coincidence and mentioned it, along with the US
attitnde toward Seating the Chinese Communists: at the
UN and the US ‘‘occupation of Formosa,”’ as evidence of
a hostile US attitude toward the Peiping ‘Government.

o Das e oo

EUROPE |
' ClA/s

High Commissioner McCloy, in reporting German re-

" actions to the Chinese Communist offensive in Korea, finds

that the ‘‘suddenness and vehemence’’ of the Chinese thrust

has greatly strengthened German apprehensions about the
future; he warns that although the first week has brought on

no repetition of the near-panic of pre-Inchon daysz the same
phenomena may appear when the full impact of Chinese Com-
munist intervention is felt. McCloy observes that Germans
generally recognize the full seriousness of the situatlop but
hope that the war can still be localized. He does not discern
any clear trend as yet, in response to the Korean situation,
regarding German views on European rearmament and s
German participation therein. He indicates that US.statemen

at this time cannot be expected to do much to strengthen Ger- X
man morale, unless something can be done about the movemern
of US troops to Germany. ' '
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. USSR: ng:ggt propaganda line--US Embasg,y Moscow etpl S

believes the “‘authoritative policy statement published

in ‘“Pravda’’ on 3 December, apparently in reaction to
President Truman’s press conference of 30 November,
appears to.bedirected primarily to foreign audiences al- -
though it has domestic implications as well. "'The Embassy
believes the statement demonstrates the Soviet desire to"
keep the Chinese from any rapprochement with the US, by
pointing out to the Chinese the folly of giving credence to
US expressions of peaceful intentions and by encouraging
them to assert their interests through force. The state-
ment also follows the Soviet policy of attempting to divide
Western opinion, in this case directed particularly toward

‘the British and the French. On the domestic side, the

Embassy thinks the statement implies the imminence of
possible full-scale conflict between the US and China. No
mention was made, however, of the President’s statement
regarding the atomic bomb, a fact which the Embassy be-
lieves may indicate a Soviet desire not to alarm the Soviet
people too much. '

- FAR EAST

. INDOCHINA: French to begin gartial evacuation of Tonkin-- CiA / S
French High Commissioner Pignon in Saigon has informed US Cla/s

Ambassador Heath of his intention to begin evacuating all

French women, children, and aged persons from Tonkin be-
ginning 6 December. The evacuation will extend over a period

of a month but can be accelerated if military developments re-
quire. French civilian employees and non-official French men
will not be evacuated; in fact, French men employed in essential
services may be mobilized to remain on the job. Pignon indicated

i}
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he ruled against this decision a week ago, but he has now

. decided--considering Chinese participation in the Korean

war, intelligence reports on Chinese military preparations
in southern China, and the recent tone of the Viet Minh
radio--that the decision can no longer be delayed. Pignon-
said that whereas the Viet Minh radio formerly soft-pedalled
Chinese aid, it now proclaims and exaggerates this aid, ap- —
parently intending to prepare.Vietnam public opinion for
outright Chinese participation. According to Pignon, the
military situation remains about as it has been recently _
reported and French officials still feel that even without the

XS

- reinforcement and supplies expected by the end of December

they can maintain their position against a purely Viet Minh
operation. They point out, however, that the intervention of
only 25,000 Chinese would upset this precarious balance and ;
the intervention of 100,000 would make the French position in

the Tonkin area untenable.

Meanwhile, US Consul Blancke in Hanoi has learned
that French forces in North Vietnam are busy setting up a
beachhead and a line of retreat in the event of a Chinese
Communist invasion, a threat which is considered worthy
of all precautions. These French plans are based on the
maintenance of sea control. The French Commanding General
in the Tonkin area believes the Viet Minh still need a month
or more to mount an offensive; he does expect imminent
attacks against the Moncay garrison on the China border, how-
ever, and named 9 December as a possible date. Blancke feels '
the French may underestimate the Viet Minh 3.3(h)(2)
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KOREA

. Across-the-table talks held only hope for peace--Prime 5/7—3
Minister Nehru has taken the position, in discussing the '

Korean crisis with US Ambassador Henderson in New

Delhi, that the only hope of preventing the onrush of war :

lies in across-the-table talks among the powers most . ,
immediately concerned, such as the US, UK, USSR, and '
Communist China. Nehru acknowleged that collectwe
opposition to aggression seemed in the long run the most

. effective deterrent to war but urged that when the house

is on fire, efforts for the moment must be concentrated

on extingmshmg the fire rather than on applying fire pre-
vention methods. He expressed the fear that perhaps it

is already too late for talks among the great powers, that
war is perhaps inevitable, and that'all that is left to do is
for each power to get into the war, or to keep out of war
as gracefully as possible. He also expressed concern lest
the Chinese Communists had already decided that war was
inevitable and therefore could not be deflected from their
course.

. Yugoslav estimate of Chinese intentions--Yugoslav Foreign c/A / S

Minister Kardelj, in assuring US Ambassador Allen in Bel-
grade that the Yugoslav delegation at the UN has been in-
structed to seek passage by the General Assembly of the
Security Council resolution on Chinese intervention in Korea,
expressed the hope that an honorable solution to the Korean
situation could be found which would prevent the extension of
hostilities. Kardelj said he had received no intlmatnon how-
ever, that the Chinese Communists had become. ‘‘reasonable’’
and attrlbuted Chinese intervention in Korea primarily to the
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expansionist tendency of the Peiping regime and its
desire to detract Chinese attention from internal dif-
ficulties. Kardelj believes that the intervention, although
supported by the USSR, was primarily undertaken at
Peiping’s initiative; he suspects that the Chinese may"
have gone into Korea in larger force than Moscow wanted.

. Information concerning Chinese Communist intentions--

US Consul Bombay has forwarded a 19 November press
dispatch (reportedly suppressed by the Indian Government
and a British news agency) from an Indian journalist, re-
cently returned from China, who is considered by the Con-
sul to be an ‘‘unusually good observer.”” According to this
dispatch, Chinese Commaunist leaders had decided by 19 No-
vember to intervene deliberately in Korea, had completed plans
to throw half a million of their finest troops into Korea, were
fully prepared to face any consequences, and had received a
pledge of Soviet assistance in the event their campaign to
drive UN troops down the length of the Korean peninsula
should meet with reverses or defeat. The dispatch cites
‘‘authoritative information’’ from Peiping indicating that
‘the Chinese Communists had signed a secret agreement with
the USSR in October to end the threat of ‘‘imperialist aggres-
sion’’ and had accepted the Soviet views that the US intends to
destroy the Communist regime in China and therefore the best
sdefense was a well-timed and well-prepared offensive action
.in'Korea. The Indian journalist reportedly believes that Indian
Ambassador Pannikar in Peiping now recognizes the true in-

- tentions of the Chinese Communists but is still ‘‘sugar -coating’

reports to New Delhi for fear he might lose prestige and the
confidence of Nehru. : .
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EUROPE

4, FRANCE: Analysis of French reaction to Korean crisis-- ' S / S

US Embassy Paris reports that the feeling is being increas-
ingly encountered among the French that it is ‘incumbent upon
France, together with the UK, to exercise a moderating in-
fluence on the US in order to avoid a major war in the Far
East. The Embassy says that what the French fear at this

time 'is a spontaneous reaction of US public opiniontoa
challenge-and a quick, decisive response by the US Govern-
ment. The Embassy analyzes this fear as springing from

such latent feelings as: (a) geographic and political factors
might lead the US to decide more lightly than Western Europe
about war and peace; (b) the US might be impelled to make
military commitments not in its own interests and therefore
not in Europe’s interests; (c) the US has nét in the past listened
sufficiently to counsels of moderation from its allies; and

(d) France and Britain must now play the role of moderators
and detached advisers to their mighty and much-needed friend.
Underlying these feelings, the Embassy emphasizes, is to be
found the French belief that they are naked in the face of
possible Soviet aggression in Europe and the paramount French
fear of a Soviet military occupation, even of short duration.

~ The Embassy believes that despite these feelings,
the US can take at face value the recent statements by
Premier Pleven and Foreign Minister Schuman concerning
French unity with the West and firm adherence to the UN
and the principle of collective security. In the Embassy’s
view, France can be counted on to make its contribution to
the building up of strength and unity in Europe and the defense
of Indochina, Concerning the Far East, however, the Embassy
warns that France’s war is in Indochina, not Korea, and that

" 'theréfore the French would find comparatively palatable a

compromise solution which would involve a return to the 38th
Parallel and admission of Communist China to the UN.

-3 -

é;gigfwfﬂ Higr E T

Approved for Release: 2019/01/02 C06749455

PR,

[y



f ! .41,

. - IRAN: Korean crisis causing loss of faith in US~--US
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Embassy Tehran reports that the reaction in Iran to the : ¢ -
current Korean situation is an increasing loss of faith '
in the power of the US to resist Soviet aggression be- -
cause the US cannot resist *‘satellite Communist forces.’
According to the Embassy, there is also a stronger feeling
that Iran should remain entirely neutral, continuing en- '
deavors to restore the balance of great powers in Iran, : g
according to former Iranian policy. i

PAKISTAN: Anti-Western sentiment growing--US Ambas- '5/ s '
sador Warren reports rapidly growing restiveness in _ -
Pakistan over the lack of progress in resolving differences

with India, particularly the Kashmir dispute. Warren points

" out that as this frustration grows it will impair the domestic

political position of Prime Minister Liaquat, who has already
been under sporadic attack for fruitless ‘‘collaboration with

the Anglo-American bloc,” which is accused of taking Pakistan
for granted and bending all its efforts to conciliate India. Warren
anticipates that Liaquat, even though he may see no imminent
threat to his leadership, may quite possibly find it expedient to
manifest greater independence of the Western Powers or even
take up a “‘third position.”’

. FAR EAST | ‘
3(
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sador to Peiping has informed his government of a conversa-
tion he had on 5 December with Chinese Foreign-Minister
Chou En-lai, during which Chou declared that a third world -
war is inevitable as long as neither UN nor Chinese forces
are willing to leave Korea. Chou said that China has there-
fore made itself ready for World War III. :

EUROPE
2. GERMANY: Analysis of recent elections--The US High ¢4 Jerd,
‘Commission in Germany, in making an analysis of the
Socialist victories in the recent Land elections in the US
Zone, estimates that the stability of Adenauer’s coalition
~ government has not been seriously affected for the imme-
) " diate future. The Commission believes, however, that the
elections have increased the obstacles to the US objective
of securing a German contribution to European defense ?.nd
have encouraged demands for the abolition of remaining,
occupation controls and the early restoration of German
sovereignty. The Socialists have placed the Adenauer
regime on the defensive regarding the rearmament issue,
and the Commission believes.that even if Germany were
accorded military equality in a European defense arrange-
ment, the Adenauer Government could not obtain parliamentary
‘approval in the absence of far -reaching Allied concessions
toward political sovereignty as well.
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NEAR EAST-AFRICA

. IRAN: Increased Soviet influence seen--US Embassy Tehran
finds evidence of increasing Soviet influence in an apparent

revision by the Razmara Government of previous policies
regarding the suppression of Communist activities. The
Embassy is unable to determine whether this revision is a
result of secret agreements made during the Iran-USSR
trade negotiations or merely a general policy of the Razmara
Government to make concessions to the USSR, but points to
such evidence as several recent developments revealing a
desire by the government to release from jail leaders of the
pro-Commiunist Tudeh Party. The Embassy also refers to:
(a) mounting evidence \ \that

‘the police have been instructed to take a less rigorous

attitude toward Communist activities: (b) reports that the
Tudeh underground has received 1nstruct10ns not to attack
the Shah; (c) a tendency of the Soviet radio to be less critical
of the Iranian Government; and (d) such open government
moves as’ elosmg the Voice of America and BBC radio relays
in Iran and increasing restrictions on travel which primarily
affect US and British nationals. The Embassy believes that
the Raz mara Government is likely to continue for some time
its ‘‘seft policy’’ toward the USSR, that a legal formula may
be found for the release of the Tudeh leaders, and that
eventually the ban on open Communist activi{ty may be lifted.

"FAR EAST

. INDOCHINA: Views of new French Commissioner--General

Jean de Lattre de Tassigny, newly-appointed French High
Commissioner to Indochma has told US Ambassador Bruce
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. recent increase in anti-Communis

" a
cknowledges that some increase may

‘unwilling to attract greater attentio

- with the West in the event of a show
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in Paris that one of his principal objectives will be to impress
. - that they will be given

;;pon. the Associated States of Indochina
ull independence within the French U °
gggﬁ;gt? ey-lder.lce of his intention, General de Lattre will do '
'immediantglm his power to build up the Vietnam national army s
e etene yof De I_:attre also pointed to the extreme military
situati he of holding Tonkin and said that in this critical

jon he would rely heavily on the closest possible liaison ' B

with US officials in Indochina.
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CHINA: Anti-Communist activity discounted--The US Consul  C Al ""“‘L

G i -
eneral in Hong Kong heavily discounts press reports of a :
t guerrilla activity in South \

China.

e vilc;l:r;c;rg? Cons}fl General stresses there has been extensive’
Chinese C guerrilla dctivity imsSouth China ever since the .
e Communists took over and admits it still constitutes

a seriou iti
s problem for local authorities. Moreover, he
have occurred as a

of Chinese Communist
le information

:‘fg:lt (;f large-scale withdrawals
he hg: c1;)0m1 that area, but on the basis of availab
South Ch'nc uded 1_;hat the chief objective of guerrilla units in
; ina remains self-preservation, that their leaders are
son to themselves by increased

activi - ”? i
ivity, and that there is ‘“no future for the guerrilla move=

ment without outside aid in quantity.

o side with West--US Embassy | ClA / S

. BURMA;, Government decisiors &
reportedly reached by

l;ii‘lgoon_, on the basis of decis ®#ons
that'ntllfse leaders at a recent & mer
e Burmese Government has

gency conference, concludes
definitely decided to side
down with the Chinese
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armed forces but remain neutral in appearance dinate its action
UN. The Embassy believes Burma will again coor
with the Government of India.
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1. Jebb not hopeful about talks with Wu--The US delegation

at the UN transmits information from a member of the
British delegation that Sir Gladwyn Jebb is certain, from
his discussions with the Peiping representatives, that
the main preoccupation of the Chinese Communists, and
the consLderatlon giving them the most pause, is the
Aisaﬁtrous effect a full-scale war would have on China’s
;economlc situation, which is shaky and about which they
afe much concerned The Chinese Communists are said
to realize that herculean efforts to improve their economic
situation are essential to the consolidation of their power.
On the other hand, a Greek delegate indicates that Jebb
- was ‘“‘not very optlmlstlc concerning his talks w1th Gen-
eral Wu who made the familiar charges of US ‘‘aggression’
and who always links the problem of Formosa with Korea.

. Current Soviet-Communist propagénda line--

8:0551950

1464

c'./ﬁ?/S

| am/ 3

~ [in Trieste, the leader of the ¢/ /So 3 3.3(h)(2)

pro-Cominform Communist Party there has declared that
the new Party propaganda line should: (a) warn the people
that war may break out at any moment; (b) publicize
President Truman’s speech regarding use of the atom
bomb, stressing that the West may use the bomb and in- -
dicating that the USSR would be justified in retaliating;
and (c) prepare the people for the possibility that the USSR

will attack first.

. On the other hand, US Embassy Moscow reports
that the Soviet press, while continuing to lay heavy stress
on the differences of opinion among Western nations re-

garding German and Far Eastern questions, has made only
one reference to President Truman’s statement on use of

the atom bomb.
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EUROPE

3. GERMANY: Socialist opposition to Schuman Plan--Socialist
leader Schumacher has told the US High Commission in Bonn
that the Schuman Plan is an unconcealed French attempt to
gain control of the German Ruhr. Schumacher accused the

' US of permitting the French to use Marshall Plan funds for
national purposes rather than to further the idea of a united
Europe. Schumacher characterized the present draft of
the Schuman Plan as ‘‘impossible and unacceptable.”’ The
High Commission believes that Schumacher’s opposition to
the Schuman Plan is not based solely on alleged defects in
‘the plan but is to a large extent a reflection of the growing
Socialist tendency to-make domestic political capital of
the general opposition to all Allied policies.

FAR EAST

4. KOREA: Possible evacuation of Seoul considered--According
" to US Ambassador. Muccio, Korean authorities have formu-
lated preliminary plans for the evacuation of Seoul. Muccio
further reports a ‘‘widespread uneasiness’’ among the Seoul
populace and says this state of mind stems from the critical
military situation, increased guerrilla activity, rumors con-
cerning a desire for appeasement on the part of Prime Minis-
ter Attlee, the southward movement of North Korean refugees
and heavy military equipment, and the evacuation of certain
wealthy familieé.é'-j - ‘ S
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5. PERU: Haya dispute referred to H?_»E.‘l/""‘ e nment h::e
Lima has been informed that the Pery t mit the €

decided to accept Colombia’s proposa onal CO urt oi ]ustice at
of Haya de la Torre to the Internati

The Hague.

ni pr°P°sa1 &
(Comment: Colombia mdlcate pecﬁicany in-

1 court.)

willingness to deliver Haya to Peru if S
structed to do so by the Internati_ona
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1. Swedish views on Korean question--Swedish UN delegate :
Grafstrom has informed the US delegation that Sweden
will vote for the six-power General Assembly resolution
calling for the withdrawal of Chinese Communists from
Korea. Grafstrom expressed the view that the situation
today indicated the necessity for a showdown with the USSR
and that it was important to get on with the GA resolution
as soon as possible and to demonstrate by an overwhelming
vote that it is not merely the US, but the UN, which opposes
aggression. Grafstrom’s talks with General Wu have con-
vinced him that it was futile to expect anything to come of
such conversations; he also considers it useless to trans-
mit messages to Peiping through India or any Asiatic -
group.

2. Chinese to support rebel offensive in Indochina-- | C/# / ? 3.3(h)(2)
aif]s

ps Legation Saigon notes a perceptible increase in
inese Communist propaganda efforts during the past month

among overseas Chinese in the Saigon-Cholon district. The
Legation points to a heavy influx of Chinese agents from Viet
Minh-held areas and China proper, as well as to an increase

in the number and an improvement in the quality of Communist.
tracts and handbills. ' Although local French authorities believe
this mounting propaganda offensive is designed to prepare an
effective fifth column in the event of overt Chinese invasion,

the Legation estimates that the local Chinese will move only
after the ‘‘path has been blazed by others.’’
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3. US prestige in Middle East deteriorates--US Ambassador c/A / 5

Caffery in Cairo reports that US prestige in the Middle
East has taken an ‘“‘ominous tumble’’ as a result of the
turn of events in Korea, with the literate public blaming
MacArthur for crossing the 38th Parallel and ‘“‘walking
into a baited trap.”’ Caffery attributes the present con-
fusion and criticism of the US primarily to the fact that
the reading population have always assumed that the US
would save them by force of arms if the USSR moved in
their direction; they are now losmg that hope and do not
know what to do about it. .

EUROPE

. GERMANY: Views on German morale--At a recent meeting S / S

of the High Commission Council, US High Commissioner

McCloy stressed the rapidly deteriorating German and

European morale resulting from the present period of in-

decision. McCloy predicted that unless something were

done rapidly, the Schuman Plan would collapse, all efforts

to build a reasonable defense would be frustrated, the Com-

mumst 1nf11tration program would have greater success and
““neutralism’’ would grow. MecCloy also concurred with his

British and French colleagues in decrying the recent Loondon

announcement regarding German rearmament on the grounds

that it took the form of a series of restrictions to be imposed

on German participation. McCloy believes that Adenauer can-

not be expected to carry out an affirmative rearmament program

if the Germans are led to believe that the Western Powers are

merely transmitting a predetermined set of restrictions, with-

out having consulted the Germans. :
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5. AUSTRIA: Uneasiness regarding Soviet intentions--In a ¢ /R[S
conversation with US Minister Donnelly, a leader of the :
Austrian Socialist Party reflected the deep-seated un- :
easiness now characteristic of Austrian leaders. The S
Socialist official seemed no longer to doubt that war is 3
coming, but did remain hopeful that the ultimate decision

can be postponed until the West is stronger. Although he —
did not believe that the USSR would move in Austria unless ‘

. it intended to unleash general war, he expressed concern i
that the USSR might at any time decide to overthrow the . -
Austrian Government through the local Communist Party o
and then assume full political control of the Soviet Zone.

NEAR EAST-AFRICA

. INDIA: Analysis of Nehru’s present foreign policy--US Ambas- C /7 / s
sador Henderson, in an analysis of the recent parliamentary
debate on foreign affairs, expresses the view that Nehru con-
sciously endeavored to show as much friendliness towards

the US as was possible within the framework of his present
foreign policies. Henderson gained the impression that in
disputes between Communist China and the Western Powers
involving Korea and ‘‘related problems’’ the Government of
India, although formally not taking sides, would be more
sympathetic to Communist China than to the Western Powers.

- On the other hand, Nehru indicated that he would be firm in
dealing with problems which were primarily between India

and China. Henderson notes that in comparison with the debates
of last July the Indian Parliament appeared more friendly to-
ward the Western Powers and in general was more favorably
inclined than the Government towards cooperation with the US
and the. West. |

- SN,
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7. PERU: Disposition of Haya still in doubt-~Peruvian
Foreign Minister Gallagher has informed US Embassy
Lima that on further considerationhe had come to the
conclusion that nothing would come of resubmitting the
case of Haya de 1a Torre to the International Court of
Justice, The Embassy gained the impression, however,
that Gallagher had not excluded such a solution entirely,
and commented that the ‘‘whole situation remains in a
parlous state.”’
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1. Wu says Communists want end of hostilities--Indian
delegate Rau has told US representative Gross at the UN

that in a 9 December conversation General Wu made

two points which he said he wished Rau ‘‘to take as

seriously intended’’: (a) the Chinese Communist Govern-
ment is anxious to have an end to the hostilities; and

(b) action upon the pending six-power General Assembly
resolution calling for the withdrawal of Chinese Com-
munists from Korea would ‘‘not facilitate matters.’

According to Rau,Wu said several times that the leaders

of h1s government are anxious to see an end to the hOStlll-
ties ‘‘which had been forced upon them by the US.”” When
Rau asked concerning the reaction of Peiping to the ‘‘Asiatic
declaration’’ requesting the halting of the Chinese Communists
at the 38th Parallel, Wu replied that the UN would ‘‘see for
itself’’ from the actions of the Peiping Government. Rau in-
terprets this cryptic reply to mean the Communists will heed
the declaration, apparently basing this inference primarily
upon the fact that Wu’s manner throughout the conversation
was friendly.

873

EUROPE

2. GERMANY: Schumacher’s views on German rearmament-- 5 /
In a lengthy discussion with the US High Commission at Bonn )
Socialist leader Schumacher reiterated with customary ‘‘vigor s/
and bitterness’’ his now familiar criticism of US policies in the
Far East, Germany and elsewhere. Schumacher again stressed

" that Germany could not participate in the defense of Europe ex-
cept on a basis of full equality and described the latest Western

g
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proposals as ‘‘unrealistic and unacceptable.”’ The High -
Commission notes, however, that Schumacher is dis-
turbed because his demand for German equality in Euro-
pean defense, whlle gaining him mcreasmg popularity, is-
placing him in a ““frustrated isolation’’ from the decisions
he knows must be taken soon with’ respect to European
defense.” The High Commisswn expresses the view that -
regardless of Schumacher’s present motives, an adequate
German contribution to European defense is not possible
without Socialist support or at least abstention in Parlia-
ment, The High Commission believes that in order to obtain
this support, steps will have to be taken to dispose of
Schumacher’s popular and growing demands.

. Adenauer cannot sign Schuman Plan now--Chancellor
Adenauer has informed US High Commissioner McCloy that
it is impossible for him at present to sign and present the
Schuman Plan for ratification because to do 50 would weaken his
authority and entail too great a risk to his political position.
After a long conference with German leaders, McCloy con-
cludes that the German hesitancy to sign the Schuman Plan
now is connected with mistrust of French opinion in favor of
neutralizing Germany. Although Adenauer does not attribute
to Schuman himself the ‘‘false and dangerous belief that
Germany could remain neutral between ‘‘the strong magnetic -
pole of Russia and the weak magnetic pole of Western Europe,”’
Adenauer does feel that Schuman is weak in the face of many
other strong French influences and cannot alone determine
French policy.

i
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FAR EAST

3. CHINA: Troops reportedly massing -on Indochina border-- Cr# / S
According to the US diplomatic and military representatives

in Taipei, reports which have been received by the Nationalist
Ministry of Defense since 1 December indicate a significant
shift of Chinese Communist regular army forces toward the
Indochinese border. Nearly 200,000 troops are estimated to

be involved. The US officials believe these movements may
point to a repetition of the pattern of the Korean war, with
native Communist elements fighting the civil war and Chinese
forces standing by to intervene rapidly if there are local Com-
munist reverses. :

. INDOCHINA: French stock seen rising--In the opinion of US ¢ /p- / S
Legation Saigon, the French “‘have done themselves more

good’’ in Vietnam in the last month than in the past five years.

The Legation is convinced that the French are preparing to

hand over most administrative functions on a ‘‘ready-or-not”’

basis, while trying to preserve their special economic position.

As evidence of French determination, the Legation also points

to the formation of a Vietnamese Army, the fact that the French

are spurring Bao Dai to action on the basis of plans he can accept

in good faith, plans to reinforce French units in Indochina, and

improvement in French cooperation with US representatives in

Indochina., However, the Legation regards with mixed feelings

the replacement of High Commissioner Pignon by General de

Lattre de Tassigny, particularly because Pignon has ‘‘sincerely

held”’ the concept of an independent Indochina and has advanced

- its cause. :
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1. No progress in Anglo-Egyptian talks on Suez--US Embassy 5/ 73 .
London has learned from a British Foreign Office official 5/ /S

that no progress has so far been made in Anglo-Egyptian -
treaty talks and that the Egyptians are still demanding that
UK forces evacuate Egypt within one year. US Embassy’
Cairo comments that the present Egyptian Government is
not likely to accept, on any terms, the idea of peace-time
occupation of the Suez Canal area by foreign troops, and
concludes therefore that the UK can do no better than to
temporize and prepare ‘‘to ride out the storm.’’

2. Swedish thinking on critical issues--According to US Embassy

Stockholm, Swedish Defense Minister Vougt\
declared that

Swmrﬁopﬂmmrfdra—ge—erm—mlny war but would cer-
tainly fight if Soviet forces attempted to ‘‘pass over Sweden’’
in order to obtain bases in Norway. Vougt expressed a
desire to build up Swedish defenses sufficiently to discourage
any nation from thinking it worthwhile to invade Sweden. Foreign
Minister Unden told\ \that if UN forces
were compelled to evacuate Korea, Korea should be allowed
to pass under Chinese domination. Unden further stated that
the US should leave Formosa to its fate and should withdraw-
its fleet from around the island and its support from Chiafi§
Kai-shek. He also advocated that the UN should 'admit and the
UsS sheuld recognize the Communist regime in Peiping. The
Forelgn Minister strongly objected to rearming West Germany,
ofi the grounds that to do so would rule out a settlement of the
German issue with the USSR. Unden still hopes such a settlement

can be achkzsd
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EUROPE

3. NORWAY: Conscript order seen as partial mobilization-- ARPY / S

A Norwegian Government official has informed the US
Military Attache in Oslo that Norway is calling up 7,000

men for two to three months active duty in the three services.
Although the plan is called ‘‘repeat trammg, ’ it appears to
the Attache to be ‘‘partial mobilization.’

(Comment: The plan would increase the acting
strength of the Norwegian armed forces to 31 500, or by
approx1mate1y 28 percent.)

" THE AMERICAS

. PERU: Possibility of break in relations with Colombia-- a/A / (’% -

According to US Embassy Lima, the Peruv1an Government
appears to be under ‘‘great pressure’’ to break off relations
with Colombia and seize Haya de la Torre. Although Peru
may not be able to resist this pressure, the Embassy is ‘‘still
hopeful’’ because Peruvian officials do not seem to have ex-
cluded entirely the possibility of resubmitting the case to

the International Court of Justice.
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] 2. French views on German role in European Armz--;According S/Ts I'
: ) to US Embassy Paris, French Foreign Minister Schuman de- . ‘

clared in a recent conversation with the German delegate to
the Schuman Plan negotiations that the French Government
is willing and anxious to create a European Army with a full
and equal status for Germany. Schuman added that the forth-
coming conference to plan for the European Army would be
identical in basis and spirit with the Schuman Plan negotia-
tions and hence would provide for full and equal participation
by Germany. Schuman went on to explain that the gravest
danger to Europe was to have Germany in a position to play
the East off against the West and that therefore it was funda-
mental to French policy to achieve the full, irrevocable
political integration of Germany in the Western European
community.

NI

Document No. lﬂ \
g, ) . - NO CHARGE in Class. O
oy O DECLASSIFIID
Class. CIANCTD TO: TS S

o

-1 - DDA Mewo, 4 Apr 77
Auth: DA REG. 77/1763
Date: 1378 By: 0 4

et -

Approved for Release: 2019/01/02 C06749455



3. USSR: Fear of war growing--US Embassy Moscow reports
“‘a real and growing  fear of world conflict on the part of
. Soviet citizens who come within the limited range of Embassy
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contacts, The Embassy infers that the ‘‘average Soviet
citizen,’’ although badly informed, is aware that East-West
relations have been deteriorating and probably does not com-
pletely swallow the version promulgated in official Soviet
propaganda. In this connection, the Embassy observes that
its personnel and those of other Western diplomatic missions

rarely encounter anti-Western feeling.

.-GERMANY: Tentative plans on military contribution--In 2 ¢./4/s

recent conversation with the US High Commission in Bonn, C 4 (S
Theodor Blank (the German Government official who is to be

.charged with jurisdiction over Germany’s contribution to a

European Army) said concerning Germany’s role.that he

_-envisages a unified European Army under a unified command
and with standardized equipment and uniforms. Blank esti-

mated that it would require from two to two and a half years

to furnish a battle-ready contingent of 12 divisions. Blank

stressed his intention to avoid any recurrence of the Prussian
military tradition and pointed to the importance of achieving
the maximum civilian control over German armed forces.

Analysis of Communist intentions--~The US High Com- ¢ /4 /5
mission in Berlin estimates, in an analysis of overt Com-
munist statements and actions since the Prague conference
of Satellite and Soviet Foreign Ministers in October, that the
Communists are anticipating the eventual rejection by the
West of the Prague terms for German reunification and are
planning in that event to establish an ‘‘all-German’’ con-

g i ¢ Stituent council of their own. The Commission points out

i
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that an-‘‘all-German’’ constituent council, Communist-
inspired and Communist-controlled, would offer unlimited
possibilities for manipulation; including the unilateral
establishment of an ‘‘all-German Government.’’

NEAR EAST-AFRICA

. INDIA: Estimate of Communist capabilities--US Embassy

New Delhi discounts the ability of the Indian Communists to
exploit fully the current world crisis growing out of Chinese
intervention in Korea. The Embassy believes that it would

be entirely logical and in keeping with over-all Communist
strategy for the Indian Communists to attempt such action.
The Embassy does.not know of any specific Communist direc-

~ tive to this effect, however, and doubts that such instructions

.could be covertly dissenunated by the Indian Communist
Party, because it is at present riven with internal dissension

to the point of being almost completely ineffective.
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1. UN consideration on the Korean guestlon--Accordmg to CUAls
the US delegation at the UN, British delegate Younger was

neither surprised nor disappointed by Soviet delegate
Malik’s speech denouncing the Asian cease-fire resolution;
Younger expressed the view that even if the USSR or Com-
munist China desired a cease-fire, they would néver admit
it openly and embrace the resolution. Younger believes that
the Soviet purpose in this matter was to prevent any real .
rapprochement between the Chinese Communists and the
West. -

Meanwhile, the Us delegatlon has been informed by
Lebanese delegate Malik that ‘‘stark fear of communism and
the USSR’’ had led the 13 Asiatic and Arab nations to issue
their recent appeal to the Chinese Communists to halt at
the 38th Parallel, The Lebanese official believes' that all

‘the governments concerned were shaky and would compromise
with the USSR if a crisis arose directly affecting their countries.
He particularly deplored the ‘‘flabby leadershxp now being ex-
ercised by the Indlan delegation and remarked that Sir Benegal

«. Rau would make ‘‘almost any concession’, ’ to reach an under-
standing with the USSR.: '

2. Possiblhty of Satellite aggression in the Balkans--US Embassy CIAlTS

Athéns considers of sufficient significance to warrant ‘‘care-

ful attention’’ a recent reiteration by the leader of the Greek

Communist movement/\of allegatlons that the US is preparing for

aggression in the Balkans in the near future. The ‘Embassy

points out that allegations such as these, which appeared in _

the latest issue of the Cominform ]ournal characteristically i
. mdicate that the Communists themselves are contemplating 'q
LV |
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aggressive action in the same area. Although the Embassy"
recognizes that propaganda themes of this nature are often
stressed over a long period before action materializes, the
Embassy points to the recent military build-up in Bulgaria.
and Rumania and the demonstration of calculated reckless-
ness displayed by the Chinese Communist interventionin
Korea. The Embassy therefore believes that present in-
dications of possible aggression against Greece are suffi-
cently substantial to justify redoubled efforts to prepare
against that contmgency

NEAR EAST-AFRICA

. INDIA: Outposts strengthened along Tibetan frontier-- ¢ /A /g

US Embassy New Delhi has learned that Indian outposts

in Assam have been strengthened and moved farther east
and north so that a closer watch can be kept on any Com-
munist troop movements along the Tibetan frontier. The
Embassy also has ‘‘reason to believe’’ that the Indian
Government, in recent informal discussions with Burma

on the question of China, may have suggested that Burma
take similar precautlons The Embassy doubts that the
Indian Government is as yet-willing to admit even to Burma
any ‘‘really deep concern’’ over the possibility of Chinese
Communist aggression and observes that Indian recognition
of such a danger would not necessarily indicate that India
was -prepared to align itself with the nations actively oppos-
ing international Communist aggression. The Embassy
observes, however, an increasing awareness of India’s mili-
tary weakness and a growing fear that if India persists in its
present policies, it may not be able to obtain the aid needed
to withstand the military power of Communist China.
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FAR EAST
MALAYA: Analysis of recent Muslim riots--US Consul C 14/ racdnl
General Langdon in Singapore, commenting on the recent '
ng gap ng . n ¢/ 450 /5

Muslim riots in Singapore, calls attention to the demonstrated

. unreliability of the police force which is predominantly Malay -

and the ‘‘sheep-like submission’” of the Chinese (who con-
stitute over three quarters of the population) in the face of

terrorization by the fanatical Muslim minority.
the Malayan. CommunTrPErty—Ml «

was caught unaware by the riots and did not participate in

them to any great extent. Langdon reports that British author- -
ities have been severely criticized in the: British and Chinese
press for inertia and timidity in dealing with the situation and
observes that the riots reveal a lessening respect or fear of
British authority among Malayan and Muslim elements of

the population. Langdon warns of the danger to which the

Dutch and Eurasians would be exposed in Indonesia if the

same hysteria should be allowed to develop there over the

New Guinea question.
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Chinese Communist views on cease-fire in Korea--UN 5 Ts
Secretary General Lie has told the US delegation that

General Wu referred in a 14 December conversation to

the General Assembly cease-fire resolution as ‘‘illegal

and not in any way binding on the Chinese Peoples Republic.’’’
Wu declared that his government could not participate in
negotiations regarding a cease-fire under any conditions

other than those mentioned in Soviet delegate Malik’s 13 De-
cember speech, namely the withdrawal of ‘‘all US and UN
troops from Korea, leaving Korea to the Koreans.”” Wu added
that the Formosa question must be settled in connection with
any cease-fire discussions and that these negotiations must be
conducted on ‘“‘equal terms.”’ As a result of Wu’s remarks,
Lie concluded that the Chinese delegation at the UN is ‘‘under
the thumb of Moscow’’ and that there is now no hope whatever
for a cease-fire.

*
)

French reportedly fear provoking USSR--US Embassy Paris S/ITS
expresses the view that the forthcoming NAT Council meeting

in Brussels will involve a good deal more than a mere pro

forma confirmation of the agreement on German rearmament

and may well open up some fundamental questions, particularly

. regarding the timing of the implementation of such an agreement.

e Embassy points to growing concern in Paris that a decision

1o rearm Germany immediately will provoke the USSR. The

Embassy indicates that many French officials and private citi-
Zens argue that the USSR has already put the West on notice and
will not accept the rearmament of Germany, and that therefore
the prospect of the eventual combination of a German army plus
US air power might lead the Kremlin to make some military
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move before Western Europe is sufficiently strong. The
Embassy comments that although such statements from
French officials are always coupled with an expression
of determination not to recede from the decisions reached
on Germany, there is usually implicit a certain hesitancy
in regard to actually putting this decision into immediate
effect.

Burmese Minister advocates ‘‘Europe first’’ policy--US Am- S / s
bassador Key in Rangoon reports a recent conversatmn with

the Burmese Prime Minister during which, to Key’s surprlse
the Prime M1n1ster expressed the hope that the US would * heed
British advice’’ not to become over-extended militarily in
Korea or the Far East but would concentrate on building up

the defenses of Europe because the USSR is the ‘“‘primary and
most powerful foe.”’ The Burmese official reasoned that if the
USSR were smashed, Asia would be saved because China alone
would no longer be a threat and the present reglme would be
extremely vulnerable to ‘‘internal pressure. ’ He said that he
does not of course advocate a withdrawal from Korea, unless
forced, but he believes that if war comes, bombing attacks on
China from nearby bases such as Japan would be preferable to
dissipating US résources by invasion of the mainland. He
offered the view that once China is attacked large groups with-
in China which are hostile to the present regime would support
the US cause. (He inquired parenthetlcally as to the efficiency
and loyalty of Chiang Kai-shek’s troops on Formosa.) The
Prime Minister admitted that many Asians would probably mis-
understand a global policy which gave primary emphasis to the
defense of Europe and the defeat of the USSR, but because the
democracies obviously do not have sufficient strength to wage
effective war on two continents simultaneously, the only practical
solution is first to save Europe.
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4 Shght softening of Soviet attitude noted in Vienna--
" The US Legation in Vienna comments that both US and
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British representatives have detected a ‘“slight but per-
ceptible’’ change in the Soviet attitude during the past
three weeks., Although the Legation anticipated that a -

. worsening of the international sitiation would bring a pro-

gressive tightening of the Soviet attitude, there has mstead
been a relaxation, as though the Soviet representatlves had
decided upon a more civilized method of doing business.’

The Legation declares, however, that it has no inclination

to ‘“make bricks out of these straws’’ and expects the Soviets
to revert to the opposite policy whenever it suits their pur-

poses,

. Turkish views on Western defense~-Turkish Foreign Minis-

ter Kuprulu has told US Ambassador Wadsworth in Ankara
that in h1s oplmon the USSR is following a calculated ‘‘policy
of detente’’ in the West while making an all-out effort to
achieve domination in the Far East. Kuprulu stated that
appeasement would be fatal to the cause of world peace and
warned against ‘‘Asiatic bargaining, at which the Russians
are past masters.”” Kuprulu also urged the earliest possible
implementation of the NATO invitation to associate Turkey

and Greece in Mediterranean defense planning.as an ‘“ essential

intermediate step’’ towards eventual full association with

NATO itself. He spoke encouragingly of recent Greek-Turkish

military staff talks and indicated the desirability of a Medi-
terranean defense pact. He expressed the view that Egypt
should be included in such pact, in view of the strategic im-
portance of the Suez Canal area and increasingly strained
British-Egyptian relations.
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6. De Lattre’s policy for Indochina outlined--General Jean

de Lattre, newly-appointed French High Commissioner to
Indochina, has told US Embassy Paris that he intends not
only to 1mp1ement loyally the recently 11bera11zed French
policy in Vietnam but to ‘“do even more,’” Although he con-
siders it unrealistic to expect a Vietnamese national army
to ““spring into being overnight,”’ de Lattre intends to
accelerate its formatlon in every way, to encourage the
development of a native ‘‘national mystique’’ in order to
match the morale of Viet Minh troops, and to build up the
prestige of Bao Dai and the Vietnamese. He believes that
there is a good chance to hold Indochina with increased US

‘military aid, provided the Chinese do not attack. The Em-

bassy transmlts its impression, which is shared by.the
French Foreign Office, that despite de Lattre’s sincere
desire to build up Vletnamese nationalism, his evident
contempt for the Vietnamese, especially for officials in
the present government, may dispose him to underestimate
the importance of their feelings and to talk down to them.
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Bevin suggests possible British evacuation from Egypt--

US Embassy London reports that although no formal pro-
gress has been made in current Anglo-Egyptian negoti-
ations concerning the presence of British forces in the Suez
area, Foreign Secretary Bevin has tentatively and informally
suggested without Cabinet clearance, the possibility of a
solution which would involve locatmg a British striking-
force outside Egypt (probably in Libya) and an ‘‘orderly

and progressive turnover of functions’’ to the Egyptians

in the Canal Zone.

EUROPE

ITALY: People fatalistic concerning general war--A high </ 6‘}[5
official of the Italian Ministry of Interior has told US Am-
bassador Dunn that there are no overt signs of panic or

deep anxiety in Italy over the menace of a general European
conflict as a consequence of the recent turn of events in
Korea. The Italian official said that the Italian people as

a whole are somewhat fatalistic over the possibility of
Italy’s involvement in a general war and that in any event
there is no alternative for them but to count primarily

upon US strength in gaining an eventual victory. Concerning
signs of Communist attempts to foster military defeatism

in Italy, he indicated that the Communists were achieving
little success with such efforts within the armed forces.

The official also told Dunn that Communist leader Tog-
liatti’s health has greatly improved and it is possible, though
not certain, he may be able to continue as secretary general
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YUGOSLAVIA: No recent increase in Satellite stréngth--
According to the US Air Attache in Belgrade, a Yugoslav
military liaison officer has declared there is no reason to
believe that the Balkan Satéllites have received any recent
appreciable increase in military assistance from the USSR.
The Yugoslav officer said that present Satellite strength
would not support the thesis that the Satellites intend m111-
tary aggressmn in the near future. _

GE‘RMANY: Adenauer proposes reply to Gifdtewohl letter --

Chancellor Adenauer has informed the US High Commission -

in Germany that he believes it necessary, because of the
success of the accompanying Communist propaganda cam-

paign, to take relatively seriously the letter sent him by
Grotewohl, head of the Soviet-dominated German Democratic

Republic, proposing the election of an all-German constitu-

ent council. Adenauer indicated he intends to reply to Grote-

wohl with an aide-memoire and an oral statement by an
em1ssary, he plans to delay his reply until German opinion.

has ‘““settled down’’ somewhat. In: response. to a question as
to what he would do if Grotewohl promised to meet Adenauer’s

conditions concerning freedom of elections, in return for
Adenauer’s undertaking not to do anything meanwhlle to line
up the Federal Republic with the West either by alliance or
armaments, Adenauer declared that if it were a question

of choosing between immediate unity under Soviet influence
or foregoing unity and remaining free ‘‘in the Federal area),’”’
he would expect the large majority of West Germans to answer

that ‘‘they would rather be free even though the unity of
Germany would not be restored immediately.”’

CORFIDENTIAL
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NEAR EAST-AFRICA

5. INDIA: Patel’s death a great shock--US Embassy New 8 / 5
Delhi reports that the death of Deputy Premier Patel
has come as a great shock and there is much speculation
as to how this event will affect future Indian policies in
both internal and foreign affairs. Some Patel followers
reportedly feel that without the steadying influence of
Patel’s personality India will follow an erratic and unpre-
dictable course, while others express the hope that his
death will sober Nehru.. The Embassy says it is too early
to 'make predictions but a number of changes throughout
the government structure can be expected. Whether Patel’s
demise will result in a split of the Congress Party is not
clear to the Embassy, but danger of such a split exists
because Patel adherents may adopt a strong attitude instead
of quietly handing their power over to the Nehru minority.

FAR EAST

6. INDOCHINA: French general maintains Tonkin can be held-- S/S
French Commanding General Carpentier, who is due shortly
.to leave Indochina, has declared to US Minister Heath that
he is more than ever of the opinion that with the expected
early arrival of reinforcements and materiel, French forces
will be able at least to hold existing positions in Vietnam,
unless Chinese troops join the Viet Minh, in which case it
would be “‘another story.”’ Carpentier added concerning
the creation of a Vietnamese national army that the French
had reached essential agreement with the Vietnam Govern-
ment except on one point, on which the French could not give
way: Bao Dai’s insistence that they at once advance funds
to cover the initial expense of building the Vietnamese army.
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1. Estimate of Chinese Communist intentions in Korea-- /VHVY/ T3

According to the US Naval Attache in Taipei, the Chinese
Nationalist Ministry of Defense estimates that the Chinese
Communists have already crossed the 38th Parallel in

the middle sector and intend to penetrate all of South
Korea with the object of driving US troops from the country.
The Ministry believes that the Communists intend to sur-
round Seoul while simultaneously rushing troops over the
most direct route to Pusan; the timing of these moves will
depend principally on supply problems, but the Communists
will exploit any advantages to be gained through UN dis-
cussions or actions.

. British views on Southeast Asia--US Consul General Langdon ep / S

in Singapore reports that at a recent conference of British
diplomatic representatives in Southeast Asia it was generally
agreed that: (a) conditions in Burma are continuing to improve;
(b) opposition in Thailand to the Phibun regime is rising and
there is anxiety over commitments to the West; (c) the situa-
tion in Indochina is “‘very gloomy’’; and (d) Indonesia is ‘‘un-
settled but not hopeless,”” with much hinging on the outcome

of the negotiations for the disposition of New Guinea. The
conferees were of the opinion that the entire Southeast Asian
anti-Communist structure is being shored by Tonkin and

that this vital area must be held to prevent further south-
ward advances by Communist forces. They estimated that

Ho Chi Minh would launch an attack within two months and’
that whatever wak to be done to stop it would have to be done .

in the next few weeks.
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. Dutch-Indonesian disagreement on New Guinea--US Am- 3,) S

bassador Cochran in Djakarta shares the concern of his
British colleague over the trouble: that may result if the
Netherlands fails to reach a compromise agreement that
will permit de jure transfer of sovereignty over Nether-
lands New Guinea to Indonesia by the end of 1950. The
British Ambassador fears that failure to. reach such an
agreement would cause the fall of the Natsir Government
and that no comparable moderate regime could hold power
in view of the disturbed conditions that would ensue. He
pointed out that-although conditions in. Indonesia appear:
relatively calm, incidents might occur which would set off
a chain of violence that could ‘‘split East and West over
Indonesia and contribute to over-all tension.”’

(Comment: The conference at The Hague over the
disposition of Netherlands New Guinea appears deadlocked
following Dutch rejection of the Indonesian proposal for
de jure transfer of the disputed area to Indonesia by the
end of 1950.) '

NEAR EAST-AFRICA

INDIA: Government to request US food assistance--US Am- S/ 5
bassador Henderson in New Delhi has been informed by the
Indian Finance Minister that the Cabinet has made the decision
to discuss with US authorities the possibility of obtaining
additional food grains for India during 1951. He also indicated
his government’s interest in the possibility of India’s being
included in a broader economic aid program, possibly in
connection with the proposed Colombo Plan. According to
Henderson, the Finance Minister believes that this decision
represents a formal turning point in India’s economic re-
lations with the US inasmuch as it means that India, after

Ay .
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careful Cabinet consideration, has come to the conclusion
that US economic assistance is vital to the stability of
India. Henderson voices his opinion that this decision is

of ‘‘the utmost significance’’ because it reveals the crumb-
ling of such opposition as existed previously to closer
economic relations between India and the US. He is con-
vinced that even with ‘‘possible war in the background’’

it would be in the national interests to extend considerable
economic aid to India beginning in the near future.

. IRAN: ‘‘Powerful forces’’ working for Razmara’s fall-- S / TS

US Embassy Tehran, in transmitting an analysis of the
present situation in Iran, exprésses the view that Prime
Minister Razmara’s fall is not imminent but there are
signs that powerful forces are working for that end. The
Embassy considers that Razmara, who is ambitious, might
not yield gracefully if a real showdown occurs and that ‘‘it
is not entirely impossible’’ he might, in the absence of any
other immediate, tangible support, even look to the USSR
indirectly to help him retain power. The Embassy points
out that from the Soviet viewpoint he is certainly the most
cooperative Prime Minister in recent years.

2
EURGPE N

.GERMANY: Atfyde toward Schuman Plan--The US High CIf l S

Commission in Bonn expresses the opinion that the majority c T )C,m\)

of German political leaders view the Schuman Plan with
reserve, The Commission reports that although the coalition
parties still favor the Plan, they are now demanding that cer-
‘tain conditions (principally the elimination of the Ruhr authority
" and .:tp_e;[_lifting of restrictions on industry) be met before they
Sh |
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will vote for its ratification. The Commission adds that
although this reluctance to go ahead with the Schuman Plan
is partially due to fear of Socialist opposition, the coalition
parties’ reticence should be regarded in the light of German
demands for equality rather than as an isolated development.

Analysis of Grotewohl letter--The US High Commission
in Berlin reports that. in a recent interview with a Dutch
correspondent East German Foreign Minister Dertinger said
the Grotewohl proposal to Adenauer for East-West German
talks was not designed to lead to an all-German election, but
rather to permit the recognition of both German governments
as ‘‘realities,’”’ and enable both sides to accommodate dif-
ferences in economic and political institutions. . Dertinger
added that if the Grotewohl proposal for East-West talks was
rejected, a plebiscite would be conducted in West Germany.
Dertinger reportedly stated that the USSR would consider its
security threatened by a ‘material increase in Western forces
in Germany, although a West German centralized police force
would not be considered such a threat. The High Commission
believes this interview is a further Soviet attempt to undercut
Western European support for West German participation in
European defense and to develop opposition to increased Western
allied troops in Germany.
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1. Estimates of Soviet reaction to German rearmament-- ¢/ )
US Embassies Moscow and Paris, in commenting on " Clp / Ts

possible Soviet reaction to an announcement on West
German rearmament, express the view that present
probabilities are against an overt military attack against
Western Europe. Embassy Moscow believes that any
Soviet decision regarding overt military action in the
West would probably not rest merely on the announce-
ment of agreement to use West German forces but would
depend as well'on the Kremlin’s estimate of numerous '
factors, including the success of the world “‘peace’’
movement and Chinese Communist progress in expand-
ing in Asia. '
Embassy Paris believes the USSR will not attack

primarily because any direct overt military action to

) prevent German rearmament would make World War III
a certainty, and the German question alone is not likely
to affect the fundamenta) reasons which have thus far kept
the USSR from starting a general war. The Embassy be-
lieves, however, that the USSR will react to German re-
armament with great vigor. Among other maneuvers, it '
is anticipated that the USSR may offer to-discuss all
questions with the Western Powers if the decision on
German rearmament is abrogated or at least shelved.
The Embassy believes that such a move would find con-
sider’able response in Europe. '

1

B AT
2. Analysis of Soviet intentions in the Balkans--US Embassy Q/p /S
Moscow is inclined to doubt that the recent Cominform
. article by Greek Communist leader Zachariades portends
“ ‘any new Soviet threat to Greece. The Embassy finds _
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nothing in the Soviet press during the last few weeks
either to support or weaken the theory that a Soviet
attack on Greece is imminent. The Embassy, more-
over, ‘‘tends to remain of the opinion’’ that Tito is
the f1rst target of Soviet strategy in the Balkans and

- that an attack on Greece would be likely to follow rather

than precede an attack on Yugoslavia, The Embassy
acknowledges, however, the continuing possibility of a
Soviet Satellite attack on Greece and points to the increased
likelihood of such an attack in case Soviet leaders should
conclude that it could be isolated ‘‘on the Korean model.’

Schuman Plan talks adjourned--US Embassy Paris reports ) / S
that negotiations on'the Schuman Plan’have been adjourned

until ‘about 8 January. The Embassy explains that although S /S
action on the treaty text is virtually complete, final negotia-

tions have been delayed so that the German delegation may

know just how the deconcentration of the Ruhr will work

before agreeing to the anti-cartel provisions of the pian.

The Embassy also reports that French delegate Monnet is

having great difficulty in obtaining the support of his govern-

ment on these provisions. The Embassy anticipates that the

heads of delegations should complete their work about 15 Jan-

uary, enabling the foreign ministers of the member states to

meet during the latter part of January to work out the political
aspects.

EUROPE |
NY: Adenauer’s views on relations with West--Chancellor S/ 3

Adenauer has told US High Commlssmner McCloy that ‘‘the
plllars of his foreign policy’’ are rapprochement with France,
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good relations with the UK, and strong attachment to the

US. Adenauer. said there is no hope for Europe unless

the US is ‘‘strongly present.”” Regarding the possible
neutralization of Germany, Adenauer said that his policy

is firmly directed toward thorough integration of Germany
with the West and that any thought of a neutralized Ger-

many is unrealistic. Adenauer believes it much wiser to
renounce for a time the thought of a reunited Germany;

what he fears is an unarmed, neutralized Germany rather
than one thoroughly integrated with the West. When asked
whether he thought a German contribution to Western

defense would produce overt Soviet action, Adenauer replied
that he doubted this and that even if it were more apt to
happen, he preferred to go ahead. Adenauer hoped that the
Brussels meeting would bring: {a) open discussions with
Germany, during which German comments and counter-
proposals could be made; (b) agreement that a German
contribution implied the concept of equality and some change
in the political status of Germany; and (c) renewed considera-
tion of the concept of a “‘contractual relationship’’ to succeed
the relationship now maintained through the occupation statute.

FAR EAST

CHINA: Nationalist plans for mainland invasion-<According - - c/ &/S

 to US military and diplomatic officials in Taipei, the attitude

of Chinese authorities in Formosa with reference to an in-

~ vasion of the mainland appears to be changing from ‘‘vague -

wishful thinking’’ to the consideration of definite plans in-
volving specified numbers of troops and particular landing -
areas, all predicated on US help. US officials report that the
97th Army, originally selected for possible action in Korea,

R LRI}
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is being built up: its troop strength and equipment are
being increased and English-speaking. officers are being

‘assigned. The US Military Attache regards these activities

as indicating a belief on the part of the Nationalist Govern-

- ment that there is a strong possibility it will receive an

invitation to fight in Korea or that the declaration of 27 June
neutralizing Formosa will be modified.
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1. Results of Brussels Conference--Secretary Acheson S/ S _
reports from Brussels that the US, British, and French _ :
Foreign Ministers have agreed to prepare promptly a
general outline of arrangements to be made with the
German Federal Republic in order to reflect the changes
in the present occupation regime which would be made
necessary by Germany’s participation in Western Euro-
pean defense, As a guide to drafting these arrangements,
the Foreign Ministers enunciated the following general
principles: (a) the entry of Germany into Western defense
arrangements would logically entitle it to substantial
freedom, and the goal should therefore be to establish .
the relations between the occupying powers and Germany ‘
on as broad a contractual basis as possible; (b) every
effort should be made to explore with the Germans them--
.- selves the problems involved in establishing such relations
) between Germany and the occupying powers; (c) the arrange-
ments made should cover all aspects of these relations, ex-
cept those which can be resolved only in a peace settlement;
and (d) commitments made by Germany through its adherence
to international statutes or organizations would render possible
the relinquishment of occupation controls.

Chinese Communists speak cryptically of refurning to UN-- </ ﬁ/ 3
The US delegation at the UN has been told that Indian dele- :
gate Rau “‘got nowhere’’ in his final meeting with General
Wu although the Chinese Communists made cryptic remarks
to the effect they hoped to return to the UN scon. The dele-
gation also reports that the cease-fire committee is giving
consideration to the possibility of sending to Peiping a cable
- ‘interided to quiet Chinese Communist fears of falling into a
trap by accepting the cease-fire resolution.
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. Status of Netherlands New Guinea negotiations--US Am- ? / i

bassador Cochran in Djakarta has been told by an Indo- , i
nesian representative that a deadlock may occur in the —
Hague negotiations on the disposition of Netherlands New :
Guinea if pressure is not brought to bear on the Dutch

to accept the Indones1an proposal for ‘compromise.’ .
Cochran believes ‘‘a grave threat’’ exists in the possibility
that such a deadlock would endanger the existence of the
Netherlands -Indonesian union and'damage East-West .-
relations, with a consequent impairment to US interests. '

'3

FAR EAST

. INDOCHINA: Reported Viet Minh intentions--US Consul ¢ /@ /s |

Blancke in Hanoi transmits informatio'n received from a
French official, who evaluates it as ‘‘extremely reliable,’
that Viet Minh leaders two months ago req}uested three
regular Chinese divisions (as ‘‘volunteers’’ if necessary)
to inflict a crushing blow on French and Vietnamese forces
in Tonkin. Source reports that the Chinese have only re-
cruited volunteers from among south Kwangsi-Yunnan
% nd1ts which the Viet Minh are reluctant to accept, and

at the lack of full-scale Chinese Communist support is
irritating the Viet Minh. In the opinion of the French official,
the Viet Minh fear that recent French political concessions

2

' may bring nationalist support to the Viétnamese Govern- ..

ment and ultimately undercut the Viet Minh if the French are
not quickly driven ‘‘into the sea.”” The official concluded
that the Viet Minh feel they must undertake such a drive
even though they have misgivings of being able to accom- ' i
plish their objective without more Chinese aid. |

3
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5. KOREA: Treatment of ROK prlsoners deplored--US Poli- .
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tical Adv1ser Sebald reports from Tokyo that the UN Com- : |
mand is ‘‘deeply disturbed’’ by continuing reports of - —
inhumane treatment of pohtlcal prisoners by ROK authorities .
and fears ROK excesses’ may discredit the entire UN Korean _
effort. The UN Command has, regarded the trial and punish- : —
ment of collaborators and other political offenders as an - :
internal matter for the ROK and has therefore refrained.:: - - : - -
from taking any action beyond bringing atrocity reports to : A
the attention of responsible ROK authorities. Sebald states, : '
however, that representations of the UN Command and US

Embassy Seoul appear to have had little effect.
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. European reaction to CFM--A Belgian Foreign Office 5/ 73
official has informed US Embassy Brussels that his

government is in favor of a meeting of the Council of

Foreign Ministers. The official also expressed the view

that Western refusal to hold a CFM meeting would have

“an injurious effect’’ on the Western European people

who need to be convinced that no stone had been left un-

turned to adjust East-West differences.

e 3 ds o deerbet b e edadE AL

. British concern over Japanese treaty--A British Foreign C /P/S- .
Office official has informed US Embassy London thatthe UK '
has been concerned'for some time over developments in : -
Japan and now feels that the crisis in Korea underlines
the necessity for regularizing the Japanese position ‘‘before
it is too late.”’ The British official expressed his personal
belief that the ‘‘briefest sort’’ of liberal, non-restrictive
treaty with Japan should be concluded, a treaty which would
do little more than end the state of war and permit Japan
to apply for membership in the UN and other international
bodies. He feels that such a treaty could be negotiated with
relatively little delay and would have the added advantage of
being awkward for the USSR to oppose. The official concluded
that the British would have no objection to separate security
arrangements between the US and Japan.

. British views on Kashmir dispute--According to US Embassy =~ </# / "‘7 :
London, the British Foreign Office does not believe that agita-

tion in Pakistan over the Kashmir situation has reached a point

requiring early actionby the Security Council. The British will at-

tempt at the 4-10 January Commonwealth Prime Ministers’ Conference .
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to have India and Pakistan discuss their differences. The
British believe that further Security Council action now -

- would seriously impair the proposed Nehru-Liaquat talks,

FAR EAST

. INDOCHINA: Carpentler S views on mlhtarx situation-- a(fA / d

In a farewell call on US Minister Heath in Saigon, General
Carpentier, departing commander of French forces in the
Far East, expressed the view that a Viet Minh attack is
not likely to occur in Indochina during the next two months
unless supported by Chinese troops. Carpentier reported
no indications of Chinese military preparations for early
part1c1pat10n 1n such an operation and stated it would take ,

‘some weeks’’ for the Chinese to mount it. Commenting
that the Chinese would not intervene until a Viet Minh attack
had failed, Carpentier expressed confidence in the ability
of the French to hold a Viet Minh attack two months from
now, after the arrival of reinforcements and matenel in
]anuary

. KOREA: ROK ‘“‘mass executions’’ reported legall performed-- C(ﬁ/ J

US Embassy Seoul reports that UN officials have investigated
charges cabled by foreign correspondents that ROK civil author-
ities have performed mass executions of prisoners without trial
and that the UN officials are satisfied that the executions, how-
ever badly handled, were the result of sentence passed by a
legally constituted court in accordance with law. According

to the Embassy, the ROK Government has suspended- executions,
as a result of public furor and foreign press reports, until a
suitable place can be found and a proper method followed. The

. Embassy indicates that President Rhee has ordered speedier trials

1mprovement of prison conditions, the observance of normal
decencies in carrying out future executions and the establish-
ment of a program for reviewing capital sentences
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1. Analysis of Soviet-Satellite propaganda--In reporting Soviet
_press reaction to President Truman s declaration of a state
of national emergency, US Embassy Moscow comments that
- the Soviet people have now received their first indication
that increased world tension may affect the ‘peaceful con- -
_.struction work and internal improvements’’ of the regime. ' -
. The Embassy speculates, that this warning may foreshadow
- a strengthening of Soviet military preparations but points.
out that the total press: reactlon was not so wgorous as to
be inconsistent with the Soviet ° peace policy.’

T rmabibe o -

Concerning propaganda on the subject of German
- rearmament, the Embassy reports that the change in

emphasis by the Berlin Soviet-controlled press, from stress

on general US plans for world conquest to the danger of war
(-) in Europe, has not been paralleled by the Moscow press.

" The Embassy points out that this change in the Berlin press

could be an effort to block West German participation in

NATO or could reveal an intention to provoke-military con-

flict, : :

Meanwhlle the US Mllltary Attache in Budapest
reports that. OffICIal Hungarlan ‘propaganda is generally ]*
following the ‘‘peace’’ line and the Hungarian people are
being psychologically prepared for offensive warfare only
against Yugoslavia. The ‘Attache notes that the Hungarlan
press has contained no indication of President Truman’s
having made a statement concerning the use of the atom
bomb and that the Hungarian people are not being psycho- .
logically prepared at this time against attack by atom bombs.
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Netherlands reaction on New Guinea question--US Embassy
The Hague expresses the view that the Netherlands Govern-
ment will not initially accept the modified Indonesian.proposal
for the transfer to Indonesia of sovereignty over Netherlands
New Guinea. The Embassy observes that the provision re--

quiring an immediate Dutch pledge to transfer sovereignty is

‘‘basically antithetical in tone’’ to the Netherlands position
as heretofore expressed and that the government could not
accept the proposal until it had been submitted to parlia-

mentary debate in the States' General, where thé Embassy be- -

lieves opposition would be substantially greater than in the
1949 debate on the transfer of sovereignty to the Republic
of Indonesia.

EUROPE
ITALY: Estimate of Italian opinion--US Embassy Rome

estimates, concerning present official and non-official
Italian attitudes toward the international situation, that:

. () military and foreign office officials seem to ‘‘lead

the field’’ in their awareness of the danger posed by the

USSR and the need for prompt measures and feel that Italy
has a chance of being able to defend itself; (b) most of the
remainder of the government, and many of the intelligentsia
and politically conscious elements, are beginning to realize
the gravity of the situation but feel that Italy is incapable of
undertaking a rearmament program large enoughto succeed;
and (c) the general population is completely apathetic owing
largely to a state of war weariness so profound as almost

to constitute combat fatigue. The Embassy further notes ‘that
only timid’moves towards industrial mobilization have been
made/mag that the government is not attempting to rouse the
feelings of the people. The Embassy believes, however, that
as the public becomes more conscious of the growing: strength
of Italy and the Western Powers, the attitude of the population
will gradually improve.

-2 -
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.Communist propaganda is laying more stress on
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Meanwhile, the Embassy reports that Italian

military defeatism and is undoubtedly proving effec-
tive in helping maintain among non-Communists that , -
lack of a sense of national emergency which is making :

it so difficult for the government to rexarm Italy, physi- © -
cally as well as morally. The Embassy also expresses

the view that the violent Communist reaction to the re-

cent sabotage bill may presage stronger and more exten- . .-
sive Communist action in the field of labor. -

GERMANY: Socialist reaction to Brussels conference--
The US High Commission in Bonn reports that two leaders
of the German Social Democratic Party regret Socialist
leader Schumacher’s initial negative reaction to the results
of the Brussels conference and express the view that the
SPD should not take a position until more details are known.
The High Commission believes that ‘‘restraints will be
applied’’ to Schumacher. and concludes that if Schumacher
is ready to cooperate, as the two Socialist leaders implied,
and if Chancellor Adenauer can be persuaded to associate
opposition deputies with negotiations, prospects will be
much brighter than in past weeks both for a satisfactory
negotiation of the German contribution to Western defense
and a revised statute governing relations between@h? Federal

Republic and the occupying powers.

FAR EAST

INDOCHINA: Improvement in French position noted--US Lega-
tion Saigon notes both a lessening of Vietnamese mistrust of
the lrrémhhgpd a growing support for Bao Dai’s regime as a

SR T A TR T
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result of: (a) widening public realization that France has
finally granted real independence to Vietnam in the Pau
Accords; (b) awareness of the implications for Indochina
of Chinese aggression in Korea: and (c) Bao Dai’s recent
public appearances and statements. The Legation points
out, however, that this gradual improvement is being com -
promised by delays in forming a national Vietnamese army
and in effecting changes in the unimpressive and unpopular
Vietnamese Government. '
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1. Prospects for British-Egyptian defense talks--According

to US Embassy Cairo, the Egyptian delegate to the British-
Egyptian defense talks in London reports that although
nothing has been definitely agreed upon he is for the first
time ““conservatively optimistic’’ regarding chances for
success during the conversations which will be resumed in
January.

. Australian attitude on New Guinea question--In conversation

with US Ambassador Jarman, a British Foreign Office official
expressed the view that despite Australian Foreign Minister
Spender’s statement that Australia would not stand idly by in
the event of the transfer of Netherlands New Guinea to Indo-
nesia, the Australian Government has not yet detcided upon

a course of action if the transfer takes place. The British
official believes the Australian position will be determined
by the practical consideration that Australia has no adequate:
forces available for use in New Guinea. He added that the
British are trying to prevent further Australian statements
which would disturb Dutch-Indonesian negotiations in the hope
that the transfer may be delayed as long as possible,

EUROPE

. USSR: Report on military activity--The US Military Attache

in MoscoW reports a decided increase in the number of anti-
aircraft positions in Moscow during the past month, bringing
the known total to 32 emplacements of 8 guns each, The MA
notes that otherwise the Moscow area is ‘‘militarily quiet.’

The MA alsd reports no unusual traffic or activity on the rail-

roads in the western and northwestern part of the country, with
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marshalhng yards in such c1t1es as Moscow, Brest and Smolensk

JR S e SR

““not particularly full or busy.’’ 7 0
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. AUSTRIA: Estimate of Soviet intentions--US Minister - S/7T

Donelly transmits the unanimous view of Chancellor Figl,
Vice-Chancellor Schaerf, Foreign Minister Gruber and
Interior Minister Helmer that the USSR will not attempt

a direct blockade of Vienna on the Berlin model except as
a preliminary step to general war, These officials never-
theless consider a blockade a real possibility and believe

. that provision should be made to cope with it as well as

with internal Communist disturbances and related trans-
portation stoppages.

. GERMANY: Socialist views on Schuman Plan--The US  €/# / 4"/ :

High Commission in Bonn reports the views of three
Socialist trade union leaders that the majority of German
workers will support the Schuman Plan. The Commission
points out that the position of the trade unions is not in
harmony with that expressed by Socialist leader Schumacher,
who may therefore be forced to re-examine his party’s
policy of outright opposition to the Schuman Plan.
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2., Estimate of Soviet reaction to German rearmament--US High
Commissioner McCloy expresses the view that mere announce-
ment of German participation in Western European defense pre-
pit¥liens is not likely to result in immediate Soviet military
attac®, McCloy estimates that the USSR will concentrate for
the immediate future on cold war and diplomatic action with
continued military preparations an integral part of its strategy.
In McCloy’s view, a decision to resort to military attack
would be based on a combination of Soviet estimates that
the cold war was failing and Western defenses were approach-
ing the point where they could effectively hold Europe. In
its diplomatic campaign, the USSR would attempt to divide
and frighten the West by giving the impression that a Soviet
attack was imminent; simultaneously, the people of Eastern
Europe would be prepared psychologically for such an attack
in order to justify continued military preparations. McCloy
considers a Korea-type attack launched from East Germany
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unlikely except in the case of Berlin where it is a real
possibility. McCloy also anticipates that at a CFM
meeting the USSR would emphasize the German rearma-
ment issue and warns that the Western Powers must be
prepared for dramatic and ostensibly serious offers (such
as free elections, a peace treaty, and the withdrawal of
troops) as part of the Soviet effort both to delay German
agreement to joining Europe’s defenses and to place on the
West the responsibility for the ensuing rearmament race..

FAR EAST
. INDOCHINA: De Lattre confident of holding Viet Minh-- ClAlS
In an interview with US Minister Heath, newly arrived High 14
Commissioner de Lattre reiterated the determination of:the s/s
French to grant national independence to the Associated States /

and declared he would take an active part in creating a national
Vietnamese army. De Lattre estimated that provided the
Chinese did not interfere, French and Vietnamesge forces could
eliminate the Viet Minh rebels in about two years.

- Meanwhile, Emperor Bao Dai expressed the view that
de Lattre, with his * ‘energy, m111tary ability and will, ‘could
really accomphsh great things’’ for Indochina. \

of the ngh Commissioner’s palace, stating that it was inore

important at this time to maintain /

‘de Lattre in his present
good intentions,’’ S
French estimate of military situation--According to ClAls
US Consul Blancke in Hanoi
consider’s it doubtful that a large-scale Viet Minh attack will

-2 -
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come before February. The French note that the current
reorganization of Viet Minh forces into divisions will not

be complete until February and that the return of tropical
weather in February will favor native over European troops.
The French also offer the possibility that before launching

a ‘major attack, the Viet Minh may await the outcome in
Korea to be sure of Chinese participation if needed.
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. Status of Dutch-Indonesian talks on New Guinea--US Am- 3/ &)

bassador Cochran in Djakarta has learned that the Nether- S / 7S -
lands and Indonesian delegations meeting at The Hague - _ :
have agreed to the following points:(a) sovereignty over

Netherlands New Guinea should be transferred to Indonesia; . —
(b) the transfer should take place within 1951; and (c) a

conference should be held in 1951 to reach agreement on

seven specific points presented by the Indonesian delegation.

Meanwhile, Cochran has learned from his British colleague

that the Netherlands Government is greatly concerned over

the welfare of Netherlands citizens in Indonesia if final

agreement is not reached for the transfer of sovereignty..

The British Ambassador also said the Netherlands Govern-

ment does not expect to obtain the requisite two-thirds

parliamentary majority for transferring sovereignty and

is considering the possibility either of standing on a simple

majority or tendering its resignation on the issue, thus

throwing the onus of disapproval on the opposmon in Parlia-

ment.

General McConaughy in Hong Kong believes that British

observers over-emphasize the adverse effect on Asian

opinion which would result from US refusal to turn Formosa

over to the Chmﬁe Communists. McConaughy considers

that the British fails to give sufficient weight to the :
effect of such action on the Chinese themselves and notes

the existence of a body of Chmese opinion in: Hong- Kong and

elsewhere which would be ‘‘dismayed and dlsheartened by
the surrender of Formosa. It is McConaughy’s belief,
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however, that regardless of the direction of Asian opinion
on this question, the effect of any kind of appeasement on"

the

Chinese Communists themselves is a matter of ‘‘over-

riding importance.”’ He feels that to yield under pressure

and

appease them with Formosa, or any other concession,

would further confirm the Chinese Communists” belief in

the

effectiveness of their present policy, would dangerously

increase their contempt for US military capability in the
Far East, and would greatly strengthen and-embolden those
Communist elements who advocate an intimate alliance
with the USSR. He believes that the Peiping regime would
be encouraged to proceed immediately with further aggres-
sive plans in Southeast Asia and concludes that if there
ever was a time when concessions could alter the view of

the

Chinese Communist leadership, that time has long since

past.

)

3. Chinese Corhinun’ist intentions in Korea-ﬂ

occupy a orea unless

prevented by force. | the Chinese Com-"
munists ‘““fully expected the US™ to bomb targets in Man-
churia and elsewhere in China when the Chinese intervention

in Korea could no longer be concealed. |

this was the ‘‘important reason’ ” why open Chinese Com-
munist participation was delayed as long as possible; the
Chinese Communists feared bombings would cut lines of
communication from North China to Korea before essential

";milijaL\Lsnnnheswcould be moved there in sufficient quantity.
US failure to bomb military objectives in

2k

China when Chinese C %n’lestagﬁressmn became obvious

generally regarde __|as evidence of US military
'Wolitical weakness |
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4, Chinese Communist troops reported in Indochina-- - Cr ﬂ/g

US Minister Heath in Saigon has been informed by the

chief of the French counter-intelligence in Indochina

that Chinese Communist troops have been observed in

several operations in Tonkin, usually operating heavy

equipment, notably artillery. The French official de-

clared that French military intelligence will not officially .

admit the presence in Indochina of Chinese Communists

until it can be proved, and perhaps not even then for fear -

of provoking Chinese intervention. 'According to the same

source, 25,000 Viet Minh troops have recently returned to

Tonkin from training in South China, bringing the total of = -

Chinese-trained Viet Minh troops to 50,000. Source esti:- °

mates that these troops, together with a minimum of 100,000

other Viet Minh troops, constitute a total force that the French
“‘will have difficulty w1thstandmg.” He expects an attack per-

haps at the beginning of January and certainly before the end
of January. :

R

TOP SEC

Approved for Release: 2019/01/02 C06749455



1. GERMANY: Schumacher remains opposed to rearmament-- (7 / S

Approved for Release: 2019/01/02 C06749455 98 DEC 1950

- CUNFIBRTI :
481051 o p }2%5%7&% T . 1480

. ek dea s

EUROPE

A s - ot s - — - st

German Socialist leader Schumacher has stated to US High
Commissioner McCloy that he opposes German rearmament
at this time because it would prevent the reunification of -
Germany and has reiterated that German rearmament now —
would expose a weak West Germany to Soviet retaliation.

From a long conversation with Schumacher, McCloy concludes

that Schumacher’s dominant objective is the reunification of

Germany. Schumacher implied that he might possibly accept

temporary neutralization as the price of unification, insisting

that anti~Communist forces would prevail in a neutralized

Germany, particularly if the West would continue to give

economic assistance and grant equality of rights, Schumacher

is opposed, however, to buying Soviet agreement on unification

at the price of any arrangements which would establish the

equality of East and West Germany or to any deviation from

the principle that free elections must precede the establishment

of any new all-German governing body. He objects to direct

dealings between the West and East German regimes, even

of an exploratory nature, as proposed in the Grotewohl letter.

by

C’/ﬁ/s

East German effort to block Western rearmament-~-
In commenting on a recent East German ‘‘law for the protection
of peace’’ (which provides severe penalties for all Germans
supporting a German contribution to Western European defense),
the US High Commission in Berlin regards it both as an effort
to intimidate West Germans and Berliners from supporting West
German rearmament and as a ‘‘legal’’ basis for further re-
pressive measures in East Germany. The Commission also
points out that with respect to Berlin the measure offers a
means of deterring travel (except by.air) between West Berlin
and either East or West Germany. Although the law has thus
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far been used principally for propaganda purposes, the Com-
mission considers it possibly significant and perhaps indicative

of Communist concern over

Pctivities that

West Berlin press representatives have been singled out for
specific threats under the law and have been the object of one

or two recent kidnapping attempts.
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1. French and Egyptian views on Far East situation--The US 5'/ 738 ;
delegation at the UN, in transmitting accounts of recent - -
conversations with French and Egyptian delegates, indicates ‘ :
that the French representative took a very gloomy view of _
the situation in the Far East, particularly Indochina.  He -
does not see how Indochina could be held very long against '
Chinese Communist manpower and material resources ‘if
the Chinese decided to give full-scale support to the Viet
Minh. He feels quite certain that if Indochina falls, the rest
of Southeast Asia would fall very quickly to the Communists
and in turn India would not be far behind. The US delegation
comments that it might be fair to draw the inference from
all the French representitive’s remarks that the US should
in effect beat a strategic retreat from Korea in order to give
fuller support to Indochinese resistance to Communist aggres-
sion and to husband US resources for defense in other areas.

The Egyptian representative told the US delegation
that the UN is not psychologically or physically prepared for
the step of naming the Chinese Communists aggressors.
Laying particular stress on the unpreparedness of Asian
countries in these respects, he urged in the interests of
preserving the unity of the UN that the US play for time,
even if only for six weeks or six months. He said, however
that if the Chinese Communists cross the 38th Parallel it
would probably be undoubtedly necessary to name them as
aggressors.

EUROPE .
2. FRANCE: Communist .campalgn against German rearmament-- (/% / 5-

According to ‘US Embassy Paris, the French Communist Party is
now g1v1ng v1rtually undivided attention to a propaganda “i
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campaign against German rearmament, with the aim of _
spreading disunity and paralyzing or retarding Western i
defense and simultaneously . reinforcing the world “‘peace :
front.”” The Embassy reports that the French Communists —
have initiated a nationwide door-to-door canvass (modeled :
on that of the Stockholm Appeal) to collect signed “‘ballots’’

in a national ‘“‘vote’’ against German rearmament, The

Embassy expects this campaign to develop with mounting

intensity and much variety during the next few months. - -

[T

. NETHERLANDS: Dutch-Indonesian views on New Guinea-- 5’/3

US Embassy The Hague reports that the Netherlands Socialist

Party is badly split over the question of whether to transfer C/ 7 / hY
sovereignty over Netherlands New Guinea to Indonesia. Accord- o
ing to the Embassy, the conciliatory elements in the party were 5/ S ,
responsible for the final Netherlands counter-proposals, which

envisaged either the transfer of sovereignty to the Netherlands-

- Indonesian Union or mediation through an ad hoc committee

or the UN Commission for Indonesia.

, Meanwhile, Indonesian delegate Rum has told the
Embassy that there can be no discussion of details of the
tranfer of sovereignty until agreement has been reached
that the transfer will be made, .Rum says he has been
advised by friendly Netherlands political leaders to await
the political repercussions of the failure of the Hague meet-
ings, and Rum believes that some weeks of inaction on the
part of tit€ Indonesians are strategically desirable. Although
he considered it necessary to emphasize that the conference
was ended, and not merely adjourned, Rum concedes that the
time may come when the Indonesians must recognize the need
for a conciliatory attitude and even for a compromise verbal
fofmula in'order to reach a solution, '
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FAR EAST

4. INDOCHINA: French believe expected offensive has begun--  C/# / 5
According to USConsul General Blancke in Hanoi, the French
military command regards the activities of the past few days
north of Hanoi as the start of the Viet Minh offensive. The
French are depending on mobile reserves as plannéd and
feel they can hold unless the Chinese Communists intervene.

f 4....I< e e et 1 o s B o sl 4 -

5. BURMA: Government would resist Chinese Communist attack-- C/ W ‘
US Ambassador Key in Rangoon reports thdt the Burmese Foreign ,_
Minister, in reply to the point-blank question as to whether Burma ‘
would ﬁght if attacked by the Chinese Communists, stated that as ;
long as the present Burmese Government is in power Burma :
will fight. Key comments that this statement is in line with the
decisions reportedly taken during the emergency conference

/) held in Mandalay early in December.
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EUROPE

1. ITALY: Comparison of French-Italian Communist propaganda--- d/# /S' !
US Embassy Rome, in pointing out the similarities and differences .
in the ““peace’’ propaganda of the Italian Communist Party and. _ ;
that of the French Communists, notes that the Italian Communists
place relatively little emphasis on opposition to German re- S
armament but instead stress Italy’s poverty and dwell on the
burden that Italian rearmament would place on the working class.
The Embassy observes that recent Italian Communist propaganda
makes no attempt to terrify Italians with the spector of the over-
whelming might of the Red Army but rather focuses on the ex-
pediency of ‘‘neutrality’’ as the means to preserve ‘‘peace’’ for
Italy. The Embassy reports in this connection that left-wing t
Socialist leader Nenni, the principal spokesman for this ‘“neu- ‘
trality’’ thesis, recently declared that ‘‘the only intelligent
conservatives are those who hang desperately to hope of a

M negotiated peace and support neutrality.’’

2. GREECE: No renewal of large-scale fighting foreseen--US Em- am / S
bassy Athens reports that the ranking US military officer in
Greece has no information which would indicate an early re-
newal of hostilities against Greece ‘‘on a military scale.”
According to the Embassy, this officer shares the views
held by ‘‘responsible people’’ in Athens that the Greek Com-
munist guerrillas now in Bulgaria and elsewhere are not by
themselves capable of operating as a military force and
that neither Albania nor Bulgaria would engage in any military
venture against Greece unless backed by Russian troops, either .
overtly or covertly supplied. |
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NEAR EAST-AFRICA

3. IRAN: Possible disturbances over oil legislation--US Em- C /;9/ S
bassy Tehran believes that the Razmara ‘Government may :
find it difficult to obtain a vote of confidence when it attempts
to justify its recent withdrawal of a supplementary oil bill
revising its contract with the Anglo-Iranian’'Oil Company.

The bill was withdrawn in order to forestall opposition

~ attempts to link it with the question of nationalizing the oil
industry, which the government strongly opposes. The
Embassy reports that a mass demonstration was scheduled
by the government’s opposition for 29 December and warns - -
that, with public emotion being whipped up over the question,
there is some possibility that minor civil disturbances may

- take place. : : '

FAR EAST

4. INDOCHINA: Large-scale Viet Minh attack expected in January-- @ / /7/5
General de Laftre de Tassigny, French High Commissioner for
Indochina, has told US Minister Heath he feels ‘‘almost certain”’
the Viet Minh will attack in force in January. De Lattre said
weather conditions beginning about 15 January will practically
prohibit employment of his air force, thereby favoring Viet
Minh attacks. Concerning a Chinese Communist invasion, _
de Lattre believes there are actually fewer Chinese Communist
troops in southern China now than in October and that the Chinese
will not invade before February at the earliest. Because rein-
forcements and new materials are scheduled to arrive in
January, he is less afraid of a possible Chinese invasion, pre- .
sumably after January, than he is of Viet Minh attack before
supplies arrive. De Lattre further said he considers the newly -
equipped and Chinese-trained Viet Minh battalions much superior
to the Chinese Communist troops in south China.-
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