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EUROPE

1. FRANCE: Workers force CGT leaders to call Repault strike-~-US Embassy
Paris reports that a ‘‘strong manifestation of worker discontent’’ with the

(Communist) leadership of the CGT (General Confederation of Labor) is
avident in the Renault plant strike, which began in spite of Communist
opposition and showed such signs of success that the CGT reversed its
policy and ordered all Renault workers to strike. The Embassy states
that this strike ‘‘represents the first open surrender of CGT leadership
o the rank and file’’ in its demands for an increase in the present low
wage scale. The Embassy adds that it “‘appears almost inevitable’’ that
this CGT action will encourage further strikes in the Paris region with
possibly serious political and social developments.

Cabinet may fall on strike issue--A high ranking official of the
Ministry of Interior has informed the Embassy that it is ‘‘very possible
that Prime Minister Ramadier will hand in his resignation’’ on 1 May,
because Communist support of the Renault strike openly violates minis-
terial solidarity. The Embassy comments that by this action the Commu-
nists would gain the double advantage of not breaking with the Government
over the unpopular colonial issue and, at the same time, of posing as the
champions of the working class.

2. ITALY: SACMED favors external civil air operations--The Supreme
Allied Commander Mediterranean has informed the Combined Chiefs of
Staff in Washington that Italian civil aircraft, from the point of view of
safety and operation, now conform to international standards. He has re-
quested authority to permit the Italian Government ‘‘to start external
civil air lines forthwith.”’ '

(CIG Comment: If Italy is admitted to ICAO (International Civil
Aviation Organization) at the forthcoming Montreal meeting, as appears
probable, Italy will be prevented from making any air agreements with
its eastern neighbors except on a fully reciprocal basis.

NEAR EAST-AFRICA

3. EGYPT: Nokrashy apparently expects to lose Egyptian appeal in SC--US
Ambassador Tuck reports that Premfer Nokrashy, although apparently
convinced that Egypt will lose its case against the UK in the Security
Council, will press the appeal in order to air the fuil facts of Egypt's
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position ‘‘before the world.”” Tuck has been reliably informed that

Nokrashy now realizes that Egypt can frame no case under any specific

article of the UN Charter ‘“‘which will hold water.”’ Tuck adds that

18 May 1s suggested as the date for submitting the Egyptian case to the SC.
(CIG Comment: In view of violent anti-British sentiment in Fgypt,

Nokrashy undoubtedly feels that he must present the Egyptian case in order

to protect his own position.)

FAR EAST

CHINA: Government seeks US military as well as financial aid-~T.V.Socng
recently informed US Ambassador Stuart that China’s Central Government
is seeking military as well as financial assistance from the US. Requests
for military aid, Soong revealed, would cover ammunition, completion of
the ““8-1/3 Air Group program’” (strengthening the Chinese Air Force),
and appointment of a US Military Adviser to Chiang Kai-shek.

The Generalissimo reiterated these requests in subsequent con-
versations with Stuart, pointed out that the ammunition shortage was
lowering Nationalist troop morale, but admitted that other factors were
2150 “‘too prominent’ in their effects on fighting spirit. With respect tc
the Air Force, Chiang chserved that ‘‘the airplanes were old,”’ but de-
clared that he “‘did not know’’ about his own Chief of Staff’s plans to
utilize 56,000 tons of air supplies and equipment -- half of which were
usable or repairable ~- now located in two southern Chinese cities,
(Chiang also indicated that he was “‘unaware’’ of the proposed movement
of Nationalist tactical groups from the Nanking-Shanghai area unaccom-
panied by service group support.)

KOREA: US defines ‘‘exact execution of Moscow Agreement’’ ~-In his
reply to Molotov's 19 April proposal that the Joint Commission be recon-
vened on the basis of an “‘exact execution of the Moscow Agreement,”’
Secretary Marshall has written Molotov that the US interprets this phrase
to mean that representatives of Korean democratic parties and social
organizations shall not be excluded from consultaticn with the Joint Com-
mission because of opinions they may hold or may have expressed in the
past concerning the future government of their country, provided that
these representatives are now prepared to cooperate with the Commission.
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Secretary Marshall also indicated his willingness to reconvene the Joint
Commission when the Soviet Government has confirmed that it will agree
to this definftion.

THE AMERICAS

6. CUBA: Possible revolution in Cuba--The Seventh US Naval District
heqdquarters reports that it has received from two sources information
considered ‘‘reliable’’ to the effect that a2 revolution will start in Cuba
within the next two days.
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UK denies military will assume control of Palestine--US Ambassador
Douglas reports from London that the UK Colonial Office has categori-~
zaily denied that the British military “‘would very soon take over com-
niete control of Palestine’” (as previously reported by a Jewish Agency
orficial in Palestine; see Daily Summary of 25 April, item 1),

FUROPE

. GREFCE: Communist exploitation of WFTU--US Ambassador MacVeagh

reports that the continued use of the World Federation of Trade Unions
by the USSR to further its Communist objectives is becoming a matter

of serious international concern. In Greece, the Communists and Com-
munist Trade Union leaders claim CIO and British Trade Union Congress
backing against the present Greek Government because the CIO and TUC
are members of the WFTU. The continued silence of the CIO in the face
oi Communist exploitation of the WFTU confuses many workers in Greece
and Europe, creating the impression that the US s not generally behind
President Truman’s Greek policy, and enabling the Communists to claim
the support of millions of US workers. (The AF of 1. and ILO (Interna -
“donal Labor Organization) have recognized the Government-sponsored
arti-Communist Trade Unions Organization in Greece.)

UK fears appeasement of Slav bloc in Border Commission--The
British Foreign Office has expressed concern to the Siate epartment
over reports from the UK delegate on the SC Border Commission that
» French-led ‘“center bloc’* has emerged in the Commission and that this
bioe believes that the Commission’s Report should not draw conclusions
from the evidence presented, but should merely present recommendations
{thus avoiding any direct attribution of blame to Greece’s northern neigh~
kors). The Foreign Office believes it would be ‘‘lamentable’’ if the French
take any steps which prejudice an agreement by the majority of the Com-
mission, and which, in turn, would “amount to accepting the Soviet thesis
that the frontier situation arises from the Greek internal situation.’’ The
Foreign Office has instructed its Ambassadors in France and Belgium to
express the hope that the delegates of those countries will not “‘attempt
political maneuvers’’ to ‘‘appease the Slav bloc,”’ and has asked the US to
make a appeal to those countries and to China, Brazil, and Columbia.
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EUROPE

. HUNGARY: Communists discourage contacts with US officials--Com-

menting on the recent arrest of Hungarian officials, the President of
the National Assembly has told US Minister Schoenfeld that ‘‘everyone
in contact with the British or Americans is presently a marked man.”’
Schoenfeld adds that (a) his British colleague is increasingly conscious
of coolness and obstructionism on the part of Hungarians; and (b) ac-
cording to a “‘reliable’’ source, the Communist Minister of Intertior
following the Moscow Conference ordered the political police to ‘‘dis-
courage by all necessary means contact between Hungarians and
foreigners.”’

FAR EAST

. FRENCH INDOCHINA: Trend of negotiations--US Consul Saigon re-

ports that French negotiations in Indochina follow two definite trends:
(a) to recognize Ho Chi Minh as head of the Vietnam Government be-
cause of his “‘undoubted influence’’ with most of the natives; and (b)
to deal with Bao Dai (former Emperor of Annam), who “‘apparently
has Chinese backing and enjoys growing popularity.”’ A source who
“often gives correct information’’ has expressed to the US Consul
his belief that French-Vietnam negotiations are “proceeding faster
than anticipated,’’ and that Ho Chi Minh will remain in power.
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acVeagh urges new amnesty--Prime Minister Maximos has

eorded favorable reception to Ambassador MacVeagh's suggestions

t: (a) continued taik of further increase in army strength, above that
worarily necessary to relleve older classes, would be unwise in the
e of present ““UIS Congressional and Departmental thinking’’ on aid
¢ iirasre: (b) the Greek Government might declare a new amnesty on
rooud lines and invite the UN to send neutral (neither VS, UK, nor Soviet)
wervers to satisfy world opinion as to its implementation; (c) the Gov-
“ininent set un a foreign trade sdministration in advance of the arrival
. the US mission.
(03 Coranent: Tt will be particularly difficult for Maximos to
implement point (b), as parlimentary leaders have attacked bitterly
Liseral Party proposals for 2 new amnesty and have gone to the extreme
wv demanding the execution without delay of all death sentences for crimes
“emmitted during the revolution of December 1944.)

ALY BAST
i WOREA: Indications of a possible Soviet withdrawal from North Korea--
According to Geperal Hodge, the US Tdaison Officer with the Soviel Torces

(wzzently returned from North Korea) reports accelerated reductions of

2t troop strepgth in that area and increased activity of the North
srorgEn nadve army. General Hodge constders it entirely possible that
02 TISSE. may withdraw completely from North Korea in the near future
‘124 may then demand the immediate withdrawal of US Forces or allow the

rth Xorean native army to start operations for the ‘‘lUberation’’ of
south Korea.

THE AMFERICAS

2. CHILE: Anti-Communist labor organization to be formed--US Ambassa-

“or Bowers reports that: (8) a new Latin American Iabor organization is

c be formed shortly to compate with the Communist-dominated Confedera-
iion of Latin American Workers: (b) the organization will be formed dur-
inZ & ten-day meeting in Montevidec, Uruguay; and (c) the Chilean delegate
"¥ii1 be Isodoro Godoy, Socialist Secretary of the Confederation of Chilean
¥inrkers. (A recent campaign by Socialist labor leaders to combat Com-
wiunist influence within the CTAL has been unsuccessful.) -
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. Berry urges re-examination of US obfectives in Rumania--US Repre-

sentative Berry has expressed his belief that, in the light of recent for-
2ign policy statements by the President and the Secretary of State, the
‘me is now ‘‘riper for a re-examination of Rumania’s place in the pat-
tern of US objectives.”” Berry considers that ‘‘our chance of maintaining
2 hold in Rumania depends on our success in keeping Opposition parties
in the field, just as the USSR’s chance of dominating depends upon elimi-
anting Opposition parties.”’

The first objective, Berry maintains, is to keep the Rumanian
paople informed of events taking place about them -- events which have
d2moralized and frightened them, because of the absence of real informa-
zion, Achlievement of this objective, Berry concludes, will ‘‘maintain US
astitudes fully before the Balkan peoples’’ and will prevent the spread of
“’smmunism which ‘“‘always withers in the spotlight.”” Berry, therefore,
szcommends that the Volce of America programs be completely revamped,
preferably to include the establishment of a new radio station (either in
Ankara, Athens, or on a Greek island), directed solely to the Balkans,
which would concentrate on: (a) US attitudes-on vital world problems; and
{b} factual and detailed reports on domestic affairs in the Balkan countriest

4. Jewish Agency official urges increase in illegal Palestine immigration--

A UK Colonial Office ofiicial has informed US Fmbassy London of a Brit-
ish intelligence report that David Ben-Gurion (Chairman of the Jewish
Agency Executive), in a recent speech to the JA Executive in Jerusalem,
urged intensification of efforts to increase illegal immigration to Pales-
tine. Ben-Gurion reportedly stated that: (a) if the JA cannot move ‘‘size-
able quantities’’ of immigrants to Palestine during the next few months,
the ‘“‘marked tendency’’ among DP’s in Europe to give up the idea of going
to Palestine will be ‘‘accelerated’’; (b) Zionism is appearing increasingly
less attractive to Jewish DP’s; and (c) within a year ‘‘at least half”’ of
these DP’s will no longer insist on geing to Palestine unless the JA “pro-
duces resuits.”’

Dunn urges statement on Italy by President--US Ambassador Dunn is
convinced that no improvement in the condition of Italy can take place

50 long as the Communists participate in the Government. Dunn believes
that “‘direct relief and coal”’ are of real importance in combatting Com-
miunism, but he doubts that any other forms of relief would be effective
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until: (a) the Communists are eliminated from the Cabinet; and (b) the
i3 makes clear. by appropriate propaganda, its anti-Communist rolicy.
ii2 urges that President Truman make a public statement supporting the
forces of democracy in Italy and expressing confidence that the people
will refect a totalitarian regime that would break down the close ties
ihat bind the Italian and US reoplas,

EUROPE

FRANCE: Bidault anticipates fusion of US-UK-French Zones Germany- -
Forelgn Minister Bidault has told US Ambassador Caffery that he “‘parti-
cuiarly appreciated’’ the attitude of the Secretary of State at Moscow in
regard to the coal question, because aid was ‘‘gractously extended’’ with -
out any attempt to bargain. ‘‘With that in mind,”’ Bidault said to Caffery,
I will tell you most confidentially that I am looking forward to the time
when I hope to be able to bring about a fusion of our Zone in Germany with
yours and the British.”’ ‘

Vatican advises MRP to “‘intensify’’ anti-Communism--US Ambas -
sador Caffery has been told by a *'trustworthy source that the Pope has
““made it clear’’ to MRP leader Francisque Gay that in the Vatican's opin-~
ion the MRP should “‘intensify its opposition to the Communist movement,
not only with respect to internal but also external affairs; the Pope also
fecommended that the MRP should ‘‘stand aside’’ from the Gaullist move -
ment.

AUSTRIA: US may be ‘““compromised’’ by grain sho e--Headquarters
US Forees Austria reports that after 1 July 1947 the US position in Austria
may be ‘‘seriously compromised’’ and requests that HQ s responsibilities
we “‘clarified”” with regard to supply and the duration of occupation. HQ
gtates that ‘“‘Austria will be completely out of bread grains on 1 July unless
zhipments are started from the US immediately.”’

NEAR EAST-AFRICA

IRAN: US prepared to support Iranian independence~-The State Depart-
suent has informed US Ambassador Allen, in view of Qavam'’s concern
over Soviet accusations of Iran’s ‘‘anti-Soviet and pro-US policy,”’ that:
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{a) the US is prepared to support Iranian independence by acts as weil

2s words ‘““so long as the Iranian Government sincerely desires inde-
pendence and demonstrates its willingness to stand up for Iran’s sover-
eignty”’; and (b) the US expects stepped-up Soviet activities in Europe
aud the Middle East in the near future (see Daily Summary of 29 April,
item 8). The Department also expresses its willingness to support for-
mal application by Iran for a World Bank loan provided it is based on an
eifective plan to benefit all the Irapian people,

FAR EAST

¥YRENCH INDOCHINA: Slow progress of pacification--US Consul Hanoi
raports that the French policy of arming local partisans in villages re-
sceupied by the French is a tacit admission that France lacks sufficient
forces to restore order without native aid. The Consul adds that the
French campaign in the Tonkin Delta during the past two months has not
inade much progress in pacifying the area or eliminating any large portion .
oi Vietnam forces.

JAPAN: SCAP proposes 1947-48 Antarctic whaling e edition--In view
of Japan’s continuing shortage of protein foods and edible oils and the in-
adequate yleld of marine products from presently-authorized Japanese
ilshing areas, SCAP believes that the Japanese should be authorized to
dispatch a SCAP -administered whaling expedition to the Antarctic in the
1947-48 season, patterned after the 1946-47 expedition. (The State De-
partment last year answered protests from the UK, Australia, New Zea-
land, and Norway by assurances that the 1946-47 expedition was ‘‘an
emergency measure for one season only,”’ and that no future expeditions
would be authorized without prior inter -governmental consultation.)

THE AMERICAS

ECUADOR: Loan from Argentina disclaimed--The Subsecretary of the
Yoreign Office has disclaimed to US Embassy Quito any knowledge of a 600-
million peso loan from Argentina (reported in the local press). The offi-
cial said that a new commerecial treaty might be discussed with the Argen-
tine Government, and added that ‘‘the mere discussion of a commercial
irgaty is always linked in the Ecuadorian mind with financial assistance
o the government.’’ :

.
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LUROPE ¥O.
. FRANCE: CGT anticipates no serious strikes at present--US Ambassa-~
dor Caffery reports that both Comraunist and Reformist groups in CGT
iezdquarters (General Confederation of Labor) are ‘‘quite calm about
the political crisis and state that there is no reason at present to
anticipate a serious strike situation,’’

o

B

. YTALY: Dunn urges surplus US weapons for Army--US Ambassador
IDunn supporis the proposal of US General Lee, Acting Supreme Allied
Commander Mediterranean, that svrplus US artillery, ammunition,
and tanks now in Italy be tumed over without charge to the Italian Army.
Dunn recommends that this ‘‘action be taken urgently’’ because ‘it is .
axiremely desirable that we leave in Italy an Army capable of defending
its frontiers and providing for mternal security.’’

3. GREECE: US urges Greek initiative on amnesty question--The State
Department has informed US Ambassador MacVeagh of its belief that
{areece should immediately take the initiative in announcing an effec-
tive amnesty for political prisoners and Greek guerrilla bands, in order
to forestall an amnesty recommendation by the Security Council’s
Balitan Investiga‘ting Commission. The Department feels that this
question is “‘primarily a Greek internal matter.”” The Department has
Instructed MacVeagh to bring up tne question with appropriate Greek
officials, and has suggested that ‘‘perhaps a favorable reaction would
result if the new P{mg early in his reign should take such a generous
step by royal decree.’

FAR EAST

4, CHINA: Press increasingly critical of US--US Embassy Nanking, in a
summary of recent Chinese press comment, notes that papers reflect-
ing both right-and left-wing political views have become increasingly
and more bitterly critical of US foreign policy, and are blaming the US
as well as the USSR for ‘‘the failure at Moscow.”’ A Kuomintang edi-
torial has stated that ‘‘no participant at Moscow was willing to make a.
concession . . . which might damage special interests,”’ while an in-
dependent paper has accused the US of ‘‘attempting to secure world
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domination.”’ Righft-and left-wing comment has included accusations
that the US was iostermg a conservative Japan for its own objectives
«43 the damage of China’ ~-a strategy attributed to ‘‘US fear of the
Scviet Union.’
Mationalist weakness apparent in Manchuria--The US Military
Aitache Nanking recently returned from Manchuria, believes that
iinese Communists in that area have ‘‘enjoyed substantial success’’

i achieving their stated objective: to eliminate Nationalist military

mtrength. The high rate of Nationalist combat losses, and a low rate
of replacements from China proper, has reduced by 30 to 50% the
actual combat strength of one of the US-trained Nationalist Armies in
Manchuria. The Attzche describes the Nationalist comrmznder in
aortheast China (Manchuria), Tu Li-ming, as egotistical, profession-
ally incompetent, and very jealous of his comparatively able subor-
dinates. Ambassador Stuart comments that the presence of incompe-
tent officers in pasitions of high comrmand, to the exclusion of more
able, younger men, is ‘unfortunately not untypical cf the military
wuera.rchy in China,’

THE AMERICAS

. PARAGUAY: Developments in revolution--US Charge Trueblood re-

poms that: (a) the Communists were largely responsible for the

28 April revolt in Asuncion, in which Communist civilians fought
““fanatically’’ along with Navy enlisted men; (b) the Government is
mystified as to the source of the rebels’ plentiful" supplies; {(c) the
Morinigo Govemment with its home front ‘‘solid’’ for the first time,
is now free to strike hard’’ against the rebels in the north; and

{3} prominent Paraguayan Army officers, hitherto neutral, now be-
lieve that their country’s best hope of stability is the Morinigo Gov-
ernment,
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. TEALY: De Gasperi pronoses broadening Cabinet--US Ambassador

:»7m reports a confidential conversation with De Gasperi in which the
Zramier expressed himself as believing it desirable for him to broaden
‘e composition of the Cabinet in order to include additional parties of
the Center. De Gasperi added that Communist leader Togliatti appears
o approve this move under certain conditions while Nenni, leader of the
ieft-wing Socialists, appears to be less amenable. The Premier empha-
sized the gravity of his country’s economie situation and urged that Mr.
“invton visit Italy at least to talk over the situation.

{CIG Comment: A broadening of the Cabinet would not substan-

"i=ily allay the widespread popular fear and lack of confidence in the
arasent Government so long as the Communists are in a position tc
wzaken and undermine the Cabinet’s efforts.)

. SEAIN: Short-term factors sustain Franco--US Charge Bonsal reports
*hat since the announceraent of the proposed Law of Succession ‘‘surface
ierelopments’ have ‘‘temporarily’’ strengthened Franco, largely because

f the latter’s skillful handling of the local situation. The Charge conslders

ittt while the *‘regime looks stable over next few months,’’ its ‘““slow de-

mrioration’’ is continuing,

“. AUSTRIA: -Communists forcing Cabinet action on food--US Legation -
Virnna reports that as a consequence of a Communist demonstration }

wirich penetrated the Chancellery despite police protection, a special ses-
sion of the Cabinet has considered the demands of the Trade Union Fed-
sration (TUF) for better food rations and has decided to make a direct
appeal to the Allied Council. The Cabinet also has decided to give pub-
ficity to the fact that Soviet restriction on the movement of potatoes from
iower Austria to Vienna is the chief reason for the present scarcity.

. The Legation reports that a serious rift has developed between
“h2 Socialists and the Communists within the TUF; the Socialists rejected
aerpands for a general strike and threatened to eject the Communists.
‘*he Legation believes, however, that the agitation for a general strike
a2y win some support from the Socialist rank-and-file and thus gradually
“orce the Soclalist Party to join with the Communists in advocating new
«Jections. The Legation comments that, as hunger is the central issue,
< Socialists are finding it difficult to condemn the agitations outright.
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DIA: Pakistan seems likely--US Embassy New Delhi reports that,
mum the Vﬁcemv intends to make one last effort to gain acceptance Df
the Cabinet Mission’s plan for the establishment of a central Xndian fov-
erament, it now seems more likely than ever that ‘‘some sort’’ of Pakis-
tare will be conceded.

FAR EAST

. FHENCH INDOCHINA: Possibility of Chinese intervention in Indochina--

115 Consul Hanoi reports that, according to a French news agency, the
i-inese Foreign Office is protesting to the French over recent losses of

~-lunese lives and property in the hostilities in Tonkin. The Consu) sug-

#xests that China may utilize prolonged crises as an excuse o intervene
‘n Tonkin; he cltes a report that the Chinese Consul Genera! believes

2hinese troops may be sent if disorders continue to affect Chinese sub-

ieets in Indochina,
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Bidault says USSR forcing western bloc--US Charge Keith Warsaw re-

ports that, when Bidault passed through Poland on his return from Mos-
cow, Bidault said that ‘‘Russia did everything it could to organize the
western bloc and it will get it.”” Keith adds that views expressed by
“‘some of the officers of the French Embassy here’’ have reflected a
growing readiness to be critical of the USSR and an increasing good
will toward the US.

French threaten to cancel Polish air service to Paris--US Embassy

Paris has been confidentially informed that the Poles are ‘‘attempting
to back down’’' on their previous informal authorization for Air France
to schedule flights to Warsaw. The French have informed the Poles
that, if the matter is not settled satisfactorily by 31 May, they will
cancel the present arrangement by which the Polish airline LOT lands
at Paris. (The French recently asked the Polish Government for an
agreement which would regularize the current Polish flights to Paris
and give the French clear rights to fly to Warsaw; see Daily Summary
of 21 April, item 2,)

Italians may offer assets in Rumania to pay USSR reparations--US Rep-
resentative Berry has learned from the Italian Legation in Bucharest
that the Italian Government is considering offering Italian assets in
Rumania as partial payment of reparations due the USSR. (These assets
reportedly have a total value of about $30,000,000 and include impor-
tant petroleum and lumber enterprises.) Berry adds that ‘“such a
development would be another major step toward completing Soviet
control of the Rumanian economy.”’ .

EUROPE

. UK: Ralian Ambassador’s views on US aid to Italy--A high Foreign

Office official has told the US Embassy London that in the opinion of
Carandini, the Italian Ambassador, the US should not attach ‘‘anti-
Communist strings’’ to any agreement that might be reached with the
Lombardo Mission now en route to the US. Carandini said that the
Italian political balance could not stand the ‘‘bitter agitation’’ that
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would be precipitated by the Communists in Italy if such a stand should
be taken by the US. The Foreign Office official, the Embassy adds, is
inclined to agree with Carandini.

- AUSTRIA: Strike threat temporarily removed--US Legation Vienna
veports that the threat of a Communist-instigated strike (see Daily
Summary of T May, item 3) has apparently passed for the present, as
a result of the Government’s promise of ‘‘better rationing.”’

. HOUNGARY: Soviet economic demands--US Mijnister Schoenfeld reports
that the Hungarian Foreign Office is ‘‘gravely concerned’ by a recent
Soviet demand that Hungary pay to the USSR all pre-war Hungarian
debts to Germany. The Foreign Office stated that the payment of this
debt (estimated at approximately $150,000,000) would jeopardize the
entire econoraic and financial structure of Hungary as well as Hungary's
proposed three-year economic plan.

Government delays answer to US air request--The Hungarian
Foreign Office has also told Schoenfeld that it hopes to defer for a few
weelts an answer to the recent US note requesting non-discriminatory
civil air transport rights in Hungary (see Daily Summary of 28 April,
itema 3). The Foreign Office explained that, in view of the ‘“‘extreme
difficulty’’ in regard to the Soviet demand for settlement of Hungary’s
pre-war German debts, the Government is fearful of pressing the USSR
at this time for its consent to Hungarian compliance with the US avi-
stion reaanest,

NEAR EAST-AFRICA

. EGYPT: Nokrashy willing to defer Sudan issue--US Ambassador Tuck
has been informed by a reliable source that the Sudanese question has
Lecome of secondary importance to Prime Minister Nokrashy whose
‘“‘motivating ambition is to go down in history as the man who got the
British out of Egypt.”’ Source also states that if the British would
announce an intention to evacuate Egypt (the British have already with-
drawn from all of Egypt except for the Canal area) ‘‘say by Daecember
1948,”" Nokrashy would drop the Egyptian case before the UN and pre-
pare the way for a treaty deferring settlement of the Sudanese question.
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{CIG Comment: Nokrashy's attitude may also be influenced by
iis realization of the weakness of Egypt’s case against the UK with
respect to the Sudan.)

¥AR EAST

CHINA: Minority party members refuse Government posts--US Ambas -
sador Stuart reports that Li Huang and Tso Shen-sheng, members of
the Young China Party who had been nominated as Ministers of Eco-
nomic Affairs and of Agricnlture and Forestry respectively, have
formally refused to accept their new positions. (Their refusal leaves
the Executive Yuan, top administrative organ of the Central Govern-
zent, virtually unchanged by the recent *‘reorganization,’ except for
some newly-added ministers without portfolio.) Li Huang apparently
recognized that the Economic Affairs Ministry, while lacking decisive
powers, nevertheless could still be made the target for criticism as

a result of the continuing economic deterforation in China. Stuart adds
that the Social Democratic Party -- the only other minor Party taking
part in governmental reorganization -- appears to have been seriously
split by the decision of its leader, Carson Chang, not to participate in
ilie Government with other members of his Party.

FRENCH INDOCHINA: French plans in Indochina--US Consul Saigon
reports that he has been informed by a “‘usually reliable source’’ that

the French have no concrete plan for the future of Indochina except to
abandon the idea of political federation and to insist upon an economic
and cultural agreement which will embrace all French Indochina and

wiil include free ports and transit rights for Laos and Cambodia through
Hletnam territory. Source also believes the French will press the idea
of a Vietnam Federation including Cochin China, with local autonomy

for each of the three components: Tonkin, Annam, and Cochin China.
Source reports further that the majority of the French in Indochina

feel that “’‘China is the eventual danger to French and whites in Indochina.’’
Source predicted that Vietnam eventually would be Chinese-dominated and
that Cambodia and Laos would be forced intc 2 Siamese ~dominated
Buddhist bloc. '
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THE AMERICAS

ARGENTINA: British firm negotiating to build naval vessels--US
Naval Attache Buenos Aires reports that, according to a ' ‘very re-
liable source,”’ a representative from Vickers is currently nego-
tlating a contract for the construction of four destroyers, three
submarines, and two auxiliary vessels for the Argentine Navy.
{ALUSNA previously reported that Argentina was negotiating, with

a local firm representing Vickers, for the purchase of a cruiser;
see Daily Summary of 18 March, item 6. The British Ambassador in
Washington subsequently commented to the State Department that the
British contemplated supplying Argentina with a ‘‘trivial’”’ amount of
arms replacements.)
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EUROPE

RUMANIA: New wave of mass arrests--US Representative Berry re-
ports that the second wave of mass arrests within two months began cn
the night of 4 May ard is still continuing, According to a “‘qualified
source,”’ a total of T28 were arrested during the first wave in late March
and early April, and already well over 1,000 have been arrested in this
wave. Various reliable sources, according to Berry, believe the arrests
foreshadow prosecution of Opposition members as fascists under Article
5 of the Peace Treaty and are the result of Kremlin charges that the re-
g¢ime is responsible for the strong Opposition because it has permitted
too much freedom.

¥AR EAST

CHINA: Central Government will seek billion-dollar US loan--The
Chinese Foreign Minister has informed US Ambassador Stuart that the
Central Government will formally approach the US Government for a
ioan of US $1,000,000,000, possibly for use over a three-year period,
One-half of this sum would be used to purchase US supplies and equip-
ment, about one-fourth for the utilization of Japanese reparations, and
see-fourth for financing such commodity imports as raw cotton, foods,
and gasoline. The Foreign Minister stated that the US loan would be
uged for rehabilitation and the construction of communications, mines
and utilities, industry, and agriculture, and not for the reduction of the
national budgetary deficit. He added, however, that imported commodi- °
ties would be sold to the public.

In reply, Stuart pointed out ‘“‘some of the problems from the
American standpoint”: () widespread feeling in the US that China’s
present Government is controlled largely by reactionary elements and
is rife with corruption and graft; (b) US reluctance to aid one party in
China’s civil conflict, thus lengthening the conflict and strengthening
reactionary tendencies; and (c) “‘purely American issues, such as the
current emphasis on reducing the (US) budget, especially in aid to for-
eign countries.”
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EUROPE

. FRANCE: Communists await US economic crisis--US Embassy Paris
reports that events of the past week strongly suggest that any Commu-
nist move to establish a Government in France requires further domes-
tic and international preparation and apparently rests upon the doctri-
naire Marxist assumption of ‘‘the coming economic crisis’’ in the US
as the necessary background for any major left-wing action.

- HUNGARY: UK Labor Party warns Social Democrats--The Hungarian

cial Democrat Party if the latter continues to collaborate with the
Communists. Schoenfeld believes that the threat is undoubtedly causing
concern in the Social Democrat Party leadership and that it may re-
duce the influence of the Party’s extreme left-wing. ,

(CIG Comment: Similar interference by the British Labor Party
late in January, although instrumental in preventing an open break be-
fween the left and right wings of the Social Democrat Party, did not
weaken the Party’s left-wing leadership.)

- CZECHOSLOVAKIA: Trade shift rapidly from East to West--US
Ambassador Steinhardt reports that published statistics for the first
quarter of 1947 indicate that Czechoslovakia’s trade is shifting rapidly
from the East to the West. Approximately 85% of Czechoslovakia’s
exports to its ten largest customers went to the US, UK, and Western
European countries, with only 15% going to the USSR and Yugoslavia.
Ninety-three percent of Czechoslovakia’s imports from its ten largest
suppliers came from the US, UK, the Middle East and Western Europe,
the remaining 7% coming from Bulgaria.

Steinhardt recommends wheat shipments by US--Steinhardt be-
leves that Czechoslovakia very definitely” requires some wheat
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BULGARIA: Soviet troop withdrawals~--US Delegate ACC Sofia trans-
mits as ‘“‘possibly true’ a report from a “‘fairly reliable’’ source that
small-scale movements of Soviet troops from Bulgaria are already
urderway and that large-scale withdrawals will begin about 20 May
#ia Rumania and Black Sea ports.

‘DULAND Government reported dissatisfied with amgesgg results--

 Military Attache Warsaw reports that, according to a ‘‘reliable
Ge:wemment source,’’ Polish authorities are dissatisfied with the
resuits of the recent amnesty (according to press reports 55,000 per-
sons surrendered to the security authorities), because it faﬂed to
bring out the important military and political underground leaders.
The MA comments that although the underground organizations are
disorganized, they certainly have not been dissolved.

TAR EAST

{. CEHINA: Nationalist military situation shows general deterioration--

Ambassador Stuart, who recently transmitted reports of Nationalist
weakness in Manchuria (see Daily Summary of 6 May, item 4), indi-
cates that the Nationalist military situation has shown general deterio~
ration within recent weeks. Over-extension of Nationalist lines in the
arca north of Yenan has necessitated the withdrawal of Nationalist
troops from southern Shansi Province, thereby giving the Chinese Com-
miznists a military advantage in the latter area. In Shantung Province,
the most critical theater at present, the Nationalist supply position has
apparently suffered from the Communists’ seizure of Taian on 24 April
and the recent ammunition dump explosions at Hsuchow.

THE AMERICAS

PARAGUAY: US Charge foresees ‘‘physical stability’’ --US Charge
Trueblood reports that (a) the Paraguayan Government appears to have
exaggerated the role played by the Communists in the recent revolt in
Asuncion (see Daily Summary of 6 May, item 5); (b) recent indications
of 2 probable rebel defeat in the long run should not conceal the ‘‘vio-
lence or the extent of the opposition to Morinigo’’; (c) the opposition
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‘“‘Febrerista’’ I'arty, which has provided leadership in the current
uprisings, now appears to enjoy the support of ‘‘the majority of the
younger generation’’ not only over the country but also in Asuncion;
but (d) the steadily-growing ‘‘battle -tested” strength of the FNR,
the only Party supporting the Government, ‘‘augurs favorably for
at least physical stability.’”’

(CIG Comment: This prediction of ‘‘physical stability” should
not obscure the fact that the Government’s one military success
against the rebels was achieved within the capital itself and that the
available evidence points to 2 continuance of the weeks-old stalemate
along the ‘‘front’’ between rebel and Government territory.
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{Yoice of America’ causes official Soviet concern--Commanding Gen-
eral US Forces Austria reports that a Soviet deserter, a Major recently
returned from the Ukraine, describés Ukrainian officlals as “visibly
worried”’ over the influence of the ‘‘Voice of America.”’ The deserter,
a former Party member and political propagandist, also stated that the
TS broadeasts were effective among Soviet officers and that the peoplo
were "husgry for the truth,”

Imbassy Moscow reports that the **Voice of America’’ was re-
cently “‘glven free advertising’ by 2 series of eartoons ridiculing the
broadeasts which appeared in KROKODIL, the Soviet hamor magazine,
The Embassy points eut that this publication has a circulation of
150,000 coples, a high figure for Sovic! journals, and reaches just those
lzvels of Soviet soclely where our program is likely to be most effective.”

On the basis of recently published official figures, the Embassy
etimates that presently there are 500,000 Soviet radios capable of re
esiving international broadeasts.

Soviets expected to continue cautfous support of Arabs--US Embassy

Moscow considers that Soviet policy towards Palestine is based upon:
{a} opposttion to the formation of a Jewlsh state, which the USSR would
vegard as an antl-Soviet, Zionist tool of the West; and (b) support of an
Independent Palestine populated, as now, predominantly by Arabs. The
Embasgsy belleves, however, that the Kremiin will continue to avoid any
overt champlonship of the Arab cause until the USSR 18 in a better posi-
tion to expand its influence among the Moslems and can afford to allen~
ate world Jewish opinion.

The Embassy feels that Gromyko’s support of the proposal to
permit Jewish representation before the United Nations fits into this pag-
tern and represents a minor concession to Jewlish interests “‘which could
only cause confusion and probable embarrassment’’ to the UK and the US.
In the Embassy’s opinion, however, the Kremlin has boen motivated pri-
marily by a desire to establish a precedent for official recognition of
such non-governmental organizations as the WFTU; a development which
would contribute greatly to the use of the UN as a sounding board for
Saoviet propaganda., :
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U¥-Soviet trade negotiations--The UK Foreign Office has informed US
Embassy London that no ‘‘definite or final’’ agreements were reached
during recent UK-Soviet trade negotiations in Moscow, although ‘‘much
was accomplished 1n clearing the atmosphere.”” The Foreign Office
5iill expects difficnlties in future talks; the discussions are to be con-
tinwed in London and will be transferred back to Moscow this summer.
{UK-Seviet trade negotiations took place intermittently during most of
last year without substantial result.)

EUROPE

YUGOSLAVIA: Rumor of attempted assassination of Tito--US Military
Atrache Belgrade reports a '‘recurrent rumor’ of an unsuccessful plot
wy three Yugoslav Air Force pilots to assassinate Tito by dropping
sombs on the reviewing stand during the May Day parade. The MA cites
ag confirming evidence that: (a) on 27 April 80 aircraft passed over
Belgrade at low altitude in a dry-run for the 1 May parade; (b) no aerial
review 2ctually took place on 1 May; and (c) during the 9 May military
varade only 60 planes passed in review,

CZECHOSLOVAKIA: Steinhardt’s views on US credit policy--US Ambas-~
szdor Steinhardt favors *'in principle’’ a relaxation of US credit policy
tyward Czechoslovakia {the US in September suspended credit negotia-
tions with Czechoslovakia in view of the general pro-Soviet trend of the
country’s Communist-dominated Government; see Daily Summary of

i% September, item 1), but ‘‘doubts the wisdom’’ of offering credits to
Czechoslovakia until further progress has been made in the settlement
of pending financial negotiations, including US claims for nationalized
properties. Steinhardt believes that prompt and favorable settlement

of these negotlations would be more likely if the US were to inform the
Czechoslovak Government that the US intends to review its credit policy
after these negotiations are satisfactorily concluded.

GREECE: Government reacts unfavorably to amnesty suggestion-~US

Ambassador MacVeagh reports that the Greek Government has reacted
uniavorably to the US suggestion that it declare an amnesty with provi-
sicns for international supervision, and has detailed its objections in an
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aide~-memoire. MacVeagh feels that the only objection which has any
real validity is the Greek claim that the US suggestion contains no assur-
znces ‘‘agsinst the continnation of the fostering of the guerrilia move-
raent from abroad.” MacVeagh also reports that Foreign Minister
Tsaldarls has released to the public full information on the US proposal
in such a way as, “‘intentfonally or unintentionally,”’ to stimulate Greek
“nostile nationalist opinion.”’ MacVeagh adds that Greek thinking is
“confused and panicky owing to local political stresses and fears,”’

. GERMANY: Morale lowest since summer 1245--US Political Adviser
Murphy reports that German morale is Jower than at any time sinee the
immediate post-combat period. He states that the lack of agreement
between the US and USSR has caused ‘‘nniversal worry’’ that ecomomic
conditions will deterforate and lead to ‘‘another terrible winter.’’
Murphy cites the following as factors exerting such pressure that ‘“‘Ger-
man determination to survive will undoubtedly be manifest in future
political action”: ‘‘growing hopelessness’’ arising from inadequate diet,
acute commodity searcity, erowded housing conditions, and uncertainty.

- BELGIUM: Regent wishes Church to back Socialisr--US Ambassador
Kirk has learned from a “‘reliable Palace source’ that the Regent,
Prince Charles, believes that the best means of combatting Communism
in western Europe is to unite Catholic and Socialist parties along the
lines of the new Belgian Goverament. Source also reports that: (a) the
Regent has interested the Papal Nuncio in the idea that the Vatican
should accept Socialism as ‘“‘one form of political expression of Christian
principles’’; and (b) the Nuncio has suggested that Premier Spaak go to
Rome and discuss this with the Pope.

. ITALY: Proposal to reduce Communist participation in Cabinet--US Em-
bassy Rome reports that Epicarmo Corbino, former Liberal Mirdster of
the Treasury, has been asked by President Di Nicola 1f he would be will-
ing to head a coalition government which would include only one or two
Communists. Corbino has indicated to the Embassy that he might accept
token Communist representation temporarily, if there were no other way
for him to become Prime Minister. The Embassy reports further that,
according to a ‘“‘very relisble source,”’ the Vatican’s Assistant Secretary
of State has declared that ‘‘Corbino 1s the only man who knows how to
fight and defeat the Communists.”’
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NEAR EAST-AFRICA

IRAN: Soviets reportedly preparing to counter US aid--US Ambassador
Allen reports persistent rumors that the Soviet Embassy in Tehran is
prepared to spend large sums of money, partly in bribes, in an effort:
(2) to prevent Iranian purchase of military supplies from the US; (b) to
bring about the dismissal of US military missions in Iran; and (c) if
possible, to set up an Iranian military dictatorship with Soviet orfenta-
tion. According to Allen, Soviet activity is allegedly centered on the
‘ranian Chief of Staff, Ali Razmara, ‘“‘who has played the Russian game
in the past” and is considered to be intensely anti-US. Allen adds that
Razmara has a strong posttion with the Shah at the moment, and that
both the British Ambassador and Military Attache are convinced that
Razmara is dangerous,

US Military Attache Tehran reports that Minister of War Ahmedi
has submitted his resignation to the Shah, explaining that he will not
remain in office if “‘Razmara continues to countermand his orders.”’
{General Ahmedf, who has long had difficulties with Razmara, favors US
2id to Iran.)

SOUTH AFRICA: Communists re rted inct native ricts--US Military
Attache Pretoria reports that native riofs occur daily in the outskirts of
Johannesburg, and approximately 1,000 police are attempting to maintain
order. According to the head of South African Counter-Intelligence, the
riots are ‘‘clearly Communist-inspired,”’

FAR EAST
KOREA:  Political Adviser’s views on Molotov’s letter-~Commenting on

Molotov’s offer of 10 May, US Political Adviser Langdon warns -- with
the concurrence of General Hodge -- that no concrete results can be
expected from the Joint Commission ‘‘unless and until a simple, clear,
definite, and specific agreement can be reached with the Russians to

accord freedom of opinion to Koreans regardless of their vocal expres-
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2 specific agreement for the guidance of the Joint Commission be worked
out between the US and USSR on the basis of Secretary Marshall’s reply
to Molotov’s letter of 19 April.

General MacArthur discounts posstbility of “mva.sion”-»General
MacArthur places little credence in General Hodge's fear of a possible
invasion of South Korea by a North Korean native army (see Daily Sum-
mary of 2 May, item 3). MacArthur believes that the reported size and
potentialities of the native North Korean army are greatly exaggerated.
MacArthur also doubts that the reduction in Soviet forces in North Korea -
will be “‘as rapid or complete as that envisioned by General Hodge.’’
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Scviet aims in ECE--The US Delegate to the Economic Commission

Europe reports from Geneva that Soviet strategy in the ECE has been

in frustrate effective economic collaboration and to slow down orgeniza-
tion while pressing for the earliest termination of such existing organi-
sztions as the Eurcpean Coal Organization and the European Central In-
iand Transportation Organization. The delegate observes that while US
strategy to date has been to let Soviet intentions become plain and to
avoid US initiative at this stage s0 as not to give the impression of anti-
Soviet action, “more affirmative action by the US may be appropriate
3000,

Ayabs fear US Palestine policy is pro-Zionist--US Ambassador Wads-~

worth reports from Baghdad that government officials in Iraq, Syria,
and Lebanon are convinced that US policy concerning Palestine is pro-
Zionist. According to Wadsworth, Prime Minister Jabr of Iraq has
stated that ‘‘his news from New York was not at all encouraging,”’ and
that he believes the peace and security of the Arab world, as well as
future relations with the UK and US, largely depend on the US taking a
positive lead in the UN to assure recognition of the justice of the Arab
cause.

EUROFE

USSR: Civil air expansion reminiscent of German rearmament--The
Acting Military Attache Moscow considers the present rapid expansion
of civil air operations in the USSR to be reminiscent of the post-Ver-
sailles civil air activity in Germany which satisfied German miiitary
needs.

(CIG Comment: A further military implication in carrent Soviet
air transport operations may be found in the apparent Soviet disinclina-
tion to furnish satellite airlines with even small numbers of transport
aircraft. As the USSR has several times as many DC -3 type aircraft
ag the entire active domestic US commercial air fleet, this policy could
be expiained by either large-scale airborpe troop-training operations in
the USSR, or Soviet determination to retain for any military eventuality
the maximum air-lifi capacity within the USSR.)
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US Forces Ausiria, reports that increasing Communist pressure has
caused Austrians to reconsider whether ‘‘they should maintain resist-
ance to the Soviet Union or endeavor to get along with it by collabora-
tion.”” Many Austrians, according to the Commanding General, remem-
ber that ‘‘previous efforts to maintain thetr independence ended in con-
centration camps.’’ Keyes adds, however, that the Austrian Government
has accepted General Clark’s zssurances of continued US support “‘at
their face value,”’ and Keyes requests ‘‘the earliest possible indication’
as to whether credits and foed will arrive in time and amount to permit
a continuation of US policy in Austria.

. RUMANIA: Berry suggests aircraft interception--US Representative
Berry reports from Bucharest that General Schuyler (US Delegate ACC)
is keeping the Bucharest airport under surveillance in view of the possi-
ble unauthorized departure of 2 Rumanian aircraft on 15 May on a com-

- mereial flight to Paris which would presumably require overflight of
the US Zone Austria. Berry suggests that the State Department may wish
to advise proper Army auvthorities to intercept the aircraft for identifica-~
tion and possible forced landing.

FAR EAST

. N.E.L.: Dutch views on situation--A high Foreign Office official has told
US Counselor Benton in The Hague that the Indonesians apparently are
stalling for time in the hope that the Dutch eventually would either with-
draw from the Indies or initiate military action which the Indonesians
are convinced would be “‘most unpopular’’ with the US and the UK. The
Dutch official observed that, if it is found impossible to implement the
Linggadjatt Agreement (which looks to the establishment of the ‘‘United
States of Indonesia’’), the Dutch may resort to ‘‘military action to bring
the Indonesians into line,”’ unless US and UK public opinion should strongly
oppose such coerclon. He further observed that an alternative to imple-
menting the Linggadjati Agreement ‘‘might be for the Dutch to announce
withdrawal from the Indies effective on a certain date and at the same
time refer the whole matter to UN.”’
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. FRENCH INDOCHINA: Adverse French military situation--US Consul
Kanoi reports that French forces in northern Indochina lack the strength
o garrison the country and will be unable to pacify the area except by

a campaign of reconquest which would ‘‘last for years.”’ Although front-
al resistance is decreasing, the Consul has heard that French troops wiil
be withdrawn from their advance positions before the rivers rise in June
and July.

. CHINA: Press shifts criticism from US to USSR--US Embassy Nanking
notes that the Chinese press has reacted favorably to Secretary Marshall's
report on the Moscow Conference, has eased up on its criticism of US
foreign policy (see Daily Summary of 6 May, item 4), and has become in-
creasingly critical of ‘‘Soviet cbduracy.”” However, the Embassy notes
that Chinese papers representing widely divergent political views continue
to voice concern over prospects of a resurgent Japan supported by the US,
Rwangtung Province vuinerable to separatist activities--Accord-
ing to US Embassy Nanking, Chiang Kal-shek recently protested to the
British Ambassador Nanking that a Chinese separatist leader, who is
being given political asylum in Hong Kong, has been using the island as
a base for sending agitators into neighboring Kwangtung Province. The
Embassy adds that Chiang’s protest can be attributed mainly to the fact
that the Nationalists have drawn so heavily upon Kwangtung for troops
- ihat the Province is ‘‘almost entirely bereft of Government forces.’
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ZENERAL

i. ¥orced landing of Rumanian aireraft disapproved--The State Department
has warned US Legation Vienna that under no circumstances should a
Rumanian aireraft be forced to land even though a flight is made over
US Zone Austria without US authorization (see Daily Summary of 13 May,
item 5). The Department believes that an ‘‘incident’” would probably do
more harm than good in the long run. ¥ an unauthorized overfiight is
made, the Department will protest vigorously to the Rumanian Government.

2. French view on econocmic merger of US-UK-French Zones--US Consul
General Mayer in Baden-Baden has been approached by a “‘close associ-
ate”’ of Laffon (Military Governor of the French Zone) who discussed the
possibility of an economic merger of the US-UK-French Zones Germany
and suggested that the success of the arrangement would ‘‘depend more
on persons carrying it out’ than on the terms of the agreement. Mayer
comments that this may be an atterapt by French Headquarters to find
grounds for agreement through a channel other than the French repre-
sentative in Berlin, with whom the French Headquarters is ‘‘not always
in accord.”’

3. Vatican denies considering rapprochement with Poland--A high Vatican
official has told the assistant to the Personal Representative of the Presi-
dent at the Vatican that, despite persistent rumors to the contrary, the
“‘Holy See is not negotiating with Poland for the re-establishment of diplo~
matic relations,” or for ‘‘a concordat or agreement of any kind.”” The
official added that the only purpose of Polish Cardinal Sapieha’s proposed
trip to Rome is to report on conditions in Poland.

4. Benelux protests US bill on bulb imports--Under Secretary of State Clay-
ton reports from the Geneva meeting of the International Trade Organi-
zation that on ¢ May Benelux (the Belgian-Netherlands-Luxemburg Customs
Union) protested the provision in House Bill 2773 which limits the impor-
tation of nursery stock and bulbs to those needed for propagation purposes.
The protest pointed out that the proposed US limitations are contrary to
the spirit of the ITO charter. Clayton believes that these limitations would
have an “‘unfortunate general effect’’ on the present conference.
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3. AUSTRIA: Emergency food relief requested--General Keyes reports

e i8 no time left in which to obtain new funds and allocations
as part of the rellef food which must be on hand here by 20 June... Rt
is imperative,”’ Keyes declares, ‘‘that consideration be given immediately
fo some quick means of providing relief’’; he suggests as possible sources:
the Red Cross, US Army stocks in Europe, or shipments now en route to

other places.

ies in Germany it is “‘extremely important’ that there be no lessening of
ihe US informational and cultural affairs program in Germany.

- FRANRCE: Caffery urges support of Ramadier--US Ambassador Caffery
believes that the present non-Communist Ramadier Cabinet represents
the ‘‘best that could be hoped for’’ and should recetve strong US support,
particularly in the form of wheat and coal, during the next two months.
According to Caffery; “the major disaster attending a collapse of the
present Government’~ would be the divigion of France into two hostile
camps (the Communists and Gaullists) which would * ‘struggle to the
finish.” Caffery concludes that, if the Ramadier Government receives
prompt and adequate US aid, a basts will be laid for the re-establishment
of 2 “‘really strong democratic France.”’ \

Bidault attacks De Gaulle--Foreign Minister Bidault recently de-
livered a "‘most violent attack against General de Gaulle” during an in-
formal conversation with US Ambassador Caffery. Bidault declared De
Gaulle’s “‘ardent desire”’ to destroy the MRP in general,and Bidault in
particular,is exceeded only by his ambition to return to power.

Communist comment on US influence-- US Embassy Paris has been
told by CGT (General Confederation of Labor) Secretary Le Brun {(ap-
pointed by the Communist wing of the General Confederation of Labor)
that the “growing US influence in France’’ is such that the Communists
believe President Truman seeks to extend ‘‘a new Monroe Doctrine to
France and many European countries.” Le Brun said “bitterly’’ that
only the CGT had sincerely supported the Monnet Plan to promote recon-
struction and that ‘“much authority of the CGT over the rank-and-file had
been lost by the strenuous effort’’ of the labor leaders.
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NORWAY: Army Intelligence headed by Communist--Headquarters
Furopean Command Frankfurt reports as confirmed that the G-2 Section
of the Norwegian Army is headed by one of tbe ‘most powerful Commu-
nists in the Army.”’ :

FAR EAST

CHINA: Rice crisis agg%%vated by Army purchases--US Embassy Nan-
king has learned from a  reliable source  that K. C. Wu, Mayor of
Shanghai, is concerned about the sericus rice shortage, which, together
with sharp increases in food prices, has provoked widespread rice riots
in Shanghal and many other Chinese citles. When the Shanghai shortage
materialized, Wu reportedly aitempted to obtain from the Central Govern-
ment a promised reserve of about 133,000 tons of rice, but discovered
that the reserve had been turned over to the Army for shipment to the
combat areas farther north. (Unofficlal observers also claim that heavy
military purchases of rice have been responsible for shortages in south-
eastern China.) Wu saw no clear indication of Chinese Communist inspi-
ration in the riots at Shanghal itself, but detected Communist leadership
in the demonstrations in 2 neig%oring city.

USIS maferial needed in Sinklang--US Embassy Nanking agrees
with a report by the US Consul at Tiwha, Sinkiang Province, indicating
that US Information Service educational material ‘would probably have
considerable influence’’ if delivered to the northwestern part of the
Province (which borders on the USSR). The Consul notes that native
education in this area, which has been completely neglected by China,
thus far has recelved little attention from the Soviet Union. He adds,
however, that ‘‘if we do not seize this chance, Moscow will, within a
matter of months.’

FRENCH INDOCHINA: US views on settlement--The Department of

State has expressed to US Embassy Paris growing concern over the slow
progress toward settlement of the Indochina dispute and has advanced
certain considerations for use in any conversations the Embassy may
have with French authorities. The State Department’s position is based:
(a) on the realization that setbacks in long-term French interests eventu-
ally affect the US; and (b) on the belief that the best safeguard against
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clvil discord, anti-Western tendencies, or Communist domination in
Southeast Asfa during; this critical period in its development, lies in
continued close association between newly-autonomous peoples and those
Western powers which have hitherto been responsible for their welfare.
The Department advances no solution and disavows any intent to inter-
vene, but expresses the hope that France will be most generous in its
attempts to find an early solution which, by recognizing legitimate Viet-
nam desires, will restore peace and deprive anti-democratic forces of

a powerful weapon.

PHILIPPINES: Indicated purpose of Quirinc mission to US~~According
to US Embassy Manila, a US Army officer has iearned from a high
Philippine official that one primary purpose of Philippine Vice President
Quirino’s mission to the US is to determine US reaction to amnesty for
those now charged with collaboration with the Japanese. The official
stated that, if Quirino finds the US attitude ‘‘interested or unconcerned,’’
President Roxas might support Philippine congressional action for
amnesty.
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UK comment on possible French treaty negotiations--US Embassy Lon-
don reports that Warner, Under Secretary of the Foreign Office, has
commented in respect to the possible negottation of French-Czech and
French-Polish treaties that each nation claims the other took the ini-
tiative. According to Warner, the UK (a) has attempted to discourage
these pacts “‘on the ground that they are unrealistic’’ as they ‘‘would

be of little if any help against a resurgent Germany’’; and (b) has told
the French in London that the German threat could best be met by the
Byrnes draft-treaty and that ‘‘promiscuous bilateral negotiations’’ les-
sen the likelihood that the Byrnes draft would be adopted. The French,
however, hold that friendly eastern European countries ‘‘should not be
discouraged.”” Warner surmises that this attitude results from a deal
which the French Government may have made with the French Commu-
nists at the time of the signing of the Anglo-French pact.

. Tactic to replace Needham in UNESCO suggested--US Ambassador

Caffery reports from Paris that Walter Laves, US Deputy Director Gen-
eral of UNESCO, believes that the likelthood of securing the permanent
appointment of an American to replace joseph Needham, British tempo-
rary head of the Natural Sciences Section, would be strengthened if
Needham’s candidates for certain scientific posts were supported by the
US. The selection of these candidates would leave the US unrepresented
by senior members in the Natural Sciences Section and would strengthen
the US hand in requesting that Needham’s successor be a US national.
(Professor Needham is a2 member of the Cambridge University Commu-
nist group. His efforts to establish relations between Communist front
organizations and UNESCO have made him objectionable to the US.)

US-Rumanian air relations--US Representative Berry in Bucharest has
reported that discussions of a US-Rumanian air agreement were scheduled
to begin on 15 May. Foreign Minister Tatarescu has told Berry that he
would ‘‘dissipate’” any resistance from sources that have ‘‘special in-
terests.”’ Berry believes that within two weeks the US will either obtain

- an agreement or learn that the USSR intends to prevent such an agree-

ment now ‘‘at any cost.”’ .
Meanwhile, Berry and General Schuyler have decided (a) to deny
authorization for the overflight of US Zone Austria by an aircraft of
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TARS (Soviet-controlled Ruraanian air line) on a commercial flight
scheduled for 15 May (see Dally Summary of 13 May, item 5); and

{a} for the present to grant clearances only for single flights of TARS
alrcraft carrying Rumanian gold fo Zurich as security for a US loan.
tlarry feels that it may later be possible to gain a bargaininy advan-
tage in the alr agreement negotiations by offering the advance approval
of several such flights. (Berry suspects that these flighis may be
covertly used for carrying pay passengers, freight, and possibly mail,
and he recommends that future clearances require the aircraft to land
within the US Zone for control.)

EUROPE

- HUNGARY: Airline proposal for westward expansion--~US Minister

Schoenfeld reports that the joint Hungarian-Soviet airline, MASZOVLET,
has elrcularized foreign aviation interests, including the British and
Bwiss, offering its services and requesting cooperation in ‘‘exchanging
facilitles” for alr traffic. Schoenfeld has learned that the British Min-
ister proposes to ask the Soviet occupation avthorities how they recon-
eile the approval of this circular with their previous refusal to permit
British experts to make a technical survey of Hungarian airfields in
preparation for eventual British air operations into Hungary.

(CIG Comment: By ‘‘exchanging facilities” MASZOVLET may
be proposing merely exchange points outside Hungary with certain for-
¢ign aviation interests, thus maintaining the exclusion of Western com-
mercial air operations from the satellite states while furthering expan-
sion of Soviet-controlled air operations to the West.)

GREECE: New guerrilla regiments reported--US Ambassador MacVeagh
reports that, according to the recent deathbed statement of a captured
bandit chief, three guerrilla regiments have been formed in northern
Greece, near the junction of Greece, Yugoslavia, and Albania. The ban-
dit chief also declared that the regiments are to be reinforced by 1,500
bandits from Yugoslavia with the aim of establishing a rebel government
in northern Greece under Zachariades (leader of the Greek Communist
Party). MacVeagh states that this information ‘“‘complements’’: (a)a
reported siatement made in Belgrade by a former member ¢} the Yugo-
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slav liaison team with the Security Council’s Investigating Commisston
that ‘‘Russia now intends to give positive assistance to the efforts of
Greece’s neighbors to aid the Greek guerrillas’’; and (b) rumors of
guerrilla troop concentrations in Bulgaria and Yugoslavia. MacVeagh
believes that it would be most desirable for the US to support the
Greek Government’s request for an on-the-spot investigation by the
Investigating Commission’s Salonika subcommittee.

RUMANIA: Soviet officers taking US grain to the USSR --According to
US Representative Berry, the French Minister to Rumania has “‘defi-
nite information’’ that all Soviet officers leaving for the USSR are
ordered to buy 44 pounds of flour to take with them to Odessa where the
flour 1s handed over to the Soviet authorities. On 13 May the Rumanian
Foreign Office officially denied that US grain had been diverted to the
USSR; however, it did not deny that, under the terms of the armistice,
domestic stores of food had been allocated for the maintenance of the
Soviet Army. (Soviet troops in Poland are reported to be buying food
on the open market using “‘freshly printed’’ zlotys.)

BULGARIA: Failure of two-year economic plan predicted-~-Acting US
Representative Horner reports that, according to a = well-informed and
independent thinking economist,”’ the Bulgarian two-year economic plan
has no chance of being realized. Source belleves that the ylanners are
gulity of “‘woolly thinking’’ in planning ‘‘on a Soviet scale”’ without re-
gard for the fact that Bulgaria is a small, primarily-agricultural country
with insufficient trained technicians and inadequate industrial equipment,

NEAR EAST-AFRICA

TRANSJORDAN: White Book on Greater Syria--US Ambassador Tuck re-
ports from Cairo that the recently published Transjordan White Book on
the ‘‘Natural Unity of Syria’’ cont2ins ‘‘documents from British as well
as Arabic sources.”’ Tuck adds that the White Book, which has confiden-
tially been made available to 2 member of the US Embassy, is King
Abdullah’s definitive documentation of the Greater Syria case.

(CIG Comment: X the British documents in the White Book im-
Plicate the UK too closely in Abdullah’s plans, the UK Foreign Office may
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be compelled to issue a statement, repeatedly urged by the US, defining
its attitude toward Greater Syria. In the past the UK has been content
to allow Abdullah’s schemes to disturb Arab unity, but it is unlikely
that the U¥ wishes these schemes to be implemented at this time.)

FAR EAST

CHINA: Government again attacks Soviet stand on Dairen--According to
US Embassy Nanking, the Chinese Foreign Minister has again informed
the Soviet Ambassador that the Chinese Government regards the war as
actually terminated, as Japan ie now under Allied occupation, and be-
leves that the USSR therefore has no grounds for limiting China’s right
to send police and troops to the Dairen-Port Arthur area. The Foreign
Minister also pointed out that the presence of ‘‘hostile non-Government
forces’ in this area requires that the Chinese Government reinforce its
local administration with Nationalist forces, and he requested the Soviet
Government to reconsider its attitude.

THE AMERICAS

VENEZUELA: UK views on stability of regime--~The UK Foreign Office,
on the basis of data forwarded by the British Embassy in Caracas, has
expressed the views to US Embassy London that (a) the Betancourt Junta
is now “firmly entrenched’’ and would maintain control even in the event
of an Army-supported revolt; (b) the members of the Junta are “opposed
to Communism’’; and (c) the political tendency of the Junta is “‘towards
liberalism and some socialism.’’
(CIG Comment: The above conclusions are considered valid.)

CHILE: ITO delegation proposes charter amendment--The US delegation
to the ITO Conference in Geneva reports that (a) Chile has proposed an
amendment to the draft trade charter which apparently is designed to
extend ““full and permanent recognition’’ to such restrictive agreements
between adjoining countries as the recent Argentine-Chilean accord;

{b) several delegations, {ncluding the US, will oppose the amendment;

and (c¢) if the amendment is disapproved, Chile must either withdraw from
the conference or scuttle its agreement with Argentina.
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USSR reportedly orders immediate repair of Czech-German border--

According to US Military Attache Prague, a usuany reliable Govern-~
ment official has told a “‘reliable Embassy source’’ that the USSR re- L
poriedly bas requested the Czech Government to repair at once the | ,
Czech defenses on the German border. Source also stated that this 1
order is causing consternation as it would require millions of Czech 5
crowns to carry it out. The MA evaluates the information as possibly s
irue,

- US-Rumanian air negotiations--US Representative Berry in Bucharest - 5

reports that in the first conference on the proposed US-Rumanian air
agreement (see Weekly Summary of 18 May, page 7) the Rumanians
vointed out that ‘‘thus far’’ they could not grant either traffic stops in
Humania on through routes or terminal rights except at Bucharest.
The Rumanians emphasized repeatedly the hope of US assistance with
respeet to their admitted inadequate equipment, lack of ground factli-
ties, and need for technical advice.

EUROPE

. YUGOSLAVIA: Retaliation urged for attacks on US Embassy--US Charge

Cabot reports increasing evidence that the Yugoslavs intend to vent on
the US Embassy their bitterness over US policies, and that the Embassy’s
position is becoming increasingly untenable. Cabot fears that the Em-~
bassy could be put out of business altogether and he is ‘‘gravely con-
cerned’’ about security arrangements as a result of infiltration by Yugo-
slav spies. Cabot points out that “‘apparently the only way left open to
secure normal privileges and immunities is coercion.’’ He therefore
recommends that the US warn the Yugoslav Government that, if the sit-
uation is not promptly remedied, the US will block all private remittances
to Yugoslav citizens except under spectal licenses.

. HUNGARY: Nm’s views on curreat situation--In a recent conversation

with US Minister Schoenfeld, Prime Minister Nagy declared that: (a)
the overwhelming majority of Hungarians were especially grateful to
the US for its appreciation of Smallholder efforts to establish a genuine
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democracy in Hungary; (b) after the peace treaty it would be necessary
to make certain changes in constitutional practices, which he hoped
could be “‘effected peacefully without evoking civil strife’’; (c) although
a crisis might develop around two current issues-~Hungarian foreign
policy and the nationalization of three large banks--the Communist
offensive on these 1ssues would be repelled, possibly amid considerable
tension; and (d) despite Soviet displeasure, Hungary does not intend to
sever its economic ties with the US.

NEAR EAST-AFRICA

IRAN: Soviet activity reportedly renewed in Azerbaijan--US Embassy
Tehran has been informed by several sources of the renewal of inten-
stve Soviet activity in Azerbaijan. The sources also report renewed
activity among elements formerly associated with the pro-Soviet
Democrat Party, lending weight to the possibility that reorganization
of the Party as an underground force may be underway. While the
Embassy does not place “‘full credence’’ in these reports, it believes
that: (a) the Soviets have not given up hope of regaining control of
Azerbaifan; and (b) if peaceful political penetration is prevented by
Parliament’s rejection of the Soviet oil concession, the Soviets may
resume much more active interference in Azerbatjan and may try to
create ‘‘guerrilla warfare situations’’ similar to those in Greece.,
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1. British believe USSR seeks ‘‘economic isolation’’ --US Embassy London
reports that, on the basis of the recent UK -Soviet trade negotfations in
Moscow, the British (a) believe that the USSR is seeking ‘‘economic iso-
lation,”” exporting only in order to acquire essentials not available in.-
ternally except by wasting manpower; and (b) were ‘‘most surprised’’ at
the Soviet offer to sell them wheat and coarse grains (when the current
“‘promising’’ crop is harvested),

EUROPE

2. BULGARIA: Northern crops reported 80% destroyed--The US Repre-~
sentative in Sofia reports that apparently up to 80% of the vegetable,

fruit,and wheat crops of northern Bulgaria have been destroyed by frost
and drought. Without substantial summer rains, near famine conditions
may exist in Bulgaria this summer. In view of the possibility that US
aid will be sought, US Embassy Belgrade is sending its Agricultural At-
tache to Bulgaria to investigate.

3. HUNGARY: New Communist attempt to provoke crisis--US Minister
Schoenfeld reports that the Communists, as a result of their failure to
create a new political crisis out of the inter -party negotiations concern-
ing a proposed three year economic plan, have now demanded the nation-
alization of Hungary’s four leading banks. Schoenfeld suggests that the
Communist proposal (a) would rlace almost all industry under national
control, (b) would affect the entire Hungarian economic and financial
structure, (c) might jeopardize US credits and long-term loans, and {d)
departs from the previous inter -party agreement expressly limiting
nationalization to underground resources and electric power.

4. CZECHOSLOVAKIA: Masaryk explains position on SC ~--Masaryk, Minis-
ter of Foreign Affairs, told US Ambassador Steinhardt that,when he was
the Czech delegate to the UN in the fall of 1946, he deliberately disobeyed
Prime Minister Gottwald’s (Communist) instructions to make every ef-
fort to obtain membership for Czechoslovakia on the Security Connecil.
Masaryk added that on his return he so informed Gottwald, giving as his
reason that it was not to Czechoslovakia’s long-term advantage to have
such membership in the SC now, as it would deepen the prevailing opinfon
that Czechoslovakia is acting as a “‘stooge’’ for the USSR at international
conferences. | Document No. ____(O4/
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RUMANIA: Commercial flight to Zurich-Paris cancelled--The US Repre-
sentative in Bucharest reports that the TARS (Rumanian Civil Air Fleet)
flight to Zurich and Paris, scheduled for 15 May, was cancelled. Some
of the passenger fares have been refunded, and TARS has informed in-

- quirers that the Zurich service has been suspended,

BULGARIA: US urged rotest newspapers’ suppression--The US Repre-
sentative in Sofia has urged that the US formally protest to the Bulgarian
Government the suppression for the past two weeks of two Opposition news-
papers. The US Representative believes that failure to make such a pro-
test will discourage the Rumanian public and may lead the Bulgarian Gov-
ernment to believe that Article II of the Peace Treaty, which guarantees
civil liberties including freedom of the press, can be ignored with impunity
in the future, -

GERMANY: Pakenham sees US-UK zonal cooperation~-US Ambassador
Douglas reports from London that Lord Pakenham, recently appointed
Chief of the Control Office for Germany, appears to be ‘‘determined to
seek a workable golution’’ for the economic problems of the US-UK Zones.
Douglas adds that Pakenham is ‘‘convinced of the cooperative attitude of
the US officials in Germany'and that Pakenham’s views ‘‘should be effect-
ive in important political and non-political eircles where he has much
personal influence.”’

FAR EAST

. CHINA: Sink native leader reported new provincial Governor~~The

US Assistant Naval Attache, Shanghai, has learned from the Chinese For-
eign Ministry that Messud Sabri, native Turki leader in Sinkiang Province,
has been appointed to replace General Chang Chth-chung as provincial
Governor, in order to placate the large Turki minority which resents the
Central Government’s failure to undertake reconstruction projects prom-
ised by Chang a year ago. However, a high Kuomintang official has re-
portedly stated that the change is being made because the USSR insisted
on the removal of Chang as a prerequisite to Soviet evacuation of Dairen.
(The Assistant NA adds that Sabri is alleged to be ‘‘not pro-Russian’’
because the Soviets kidnapped Sabri’s favorite son.)

CONEIDENTH
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(C1G Comment: Removal of Chang, who 1s reputed to be an able
administrator with a thorough understanding of Sinkiang’s problems,
will probably loosen further the Government's already precarious hold
on that Province. Sabri is not believed to be sympathetic with Govern~.
ment interests in Sinkiang, and he might conceivably be forced into the
role of Soviet puppet if his son is in fact being held as hostage by the

USSR.)
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1. USSR expresses interest in US-Rumanian  air negotiations--US Representa-
tive Berry in Bucharest reports that the Soviet Chairman of the Allied Con-
trol Council has approached the US Military Mission for full information
concerning current US-Rumanian discussions for an interim air agreement

- (see Daily Summary of 16 May, item 2), Berry also reports that, accord-
ing to a “'fairly reliable inside source,” the Soviet Embassy has notified
the Rumanian Mintstry of Communications of the USSR’s desire to “‘post-

pone or drag out’’ the negotiations. |

2. British report on Yugoslav DP’s in Ral --According to US Embassy Bel-
grade, the preliminary report of the ﬁég'cLean Commission (which screened
(__ f the British DF camps in Italy) points out that virtually all Yugoslavs in
these camps: (a) are former Quislings or collaborationists; (b) have never-
theless been permitted after thetr arrival in Italy to organize military
formations directed against the Yugoslav Government; and {c) have under-
taken activities inimical to the Yugoslav Government even within territory
under the latter’s jurisdiction. According to the Embassy, the report
C makes it clear that the ‘‘British military have at the very least winked at
what has been going on in these camps.”’ The Fmbassy adds that it has
reason to belleve that conditions are “‘at least as bad’” in the British camps
in Austria and Germany.

EUROPE

( 3. FRANCE: lvgrin to effect Moroccan reforms--US Ambassador Caffery has
) been told by “a friendly Forelgn Office official”’ that General Juin, who
plans to leave about 2¢ May to assume his new post as Resident General
of Morocco, will tell the Sultan of Morocco that: (a) the French realize
that the old concept of colonial empire is no longer valid; {(b) the Moroccans
must have a progressively greater voice in their own destiny; {(¢) the re-
forms proposed by the French are designed to prepare the Moroccans for
gradual assumption of governmental responsibility; and (d) in view of these
considex;gtions, the Sultan 1s “‘expected to approve the proposed reforms
at once. ‘ .
In Caffery’s opinion, there is no doubt that the French ‘‘intend to
be firm with the Sultan’’ and will indist on putting these reforms into effect.
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The French believe, according to Caffery, that while the Sultan objects to
many of the reforms on the grounds that they do not go far enough, he
actually opposes them because they would destroy his argument to the
Moroccans: that no real reforms can be expected from the French and
that, therefore, immediate independence is the only practical solution.

Ramadier views De Gaulle as pregent check to Communists--
Premier Ramadier has told US Ambassador Caffery that he is ' ‘not
apprehensive of any serious trouble from the Communists at this junc-
ture’’ because the Communists fear that, if they attempt a general strike
now, De Gaulle would profit. Ramadier added that, although he regards
De Gaulle’s Rally of the French People as a failure, De Gaulle might con-
duct a2 more successful campaign for power in the future.

POLAND: Food supplies adequate until next harvest--US Embassy Warsaw
reports that, on the basis of available information, Poland’s supplies of
grain and other food products are adequate until the next harvest. The
Embassy adds that official Polish estimates of the food import needs have
been conflicting and too high, possibly in an attempt to obtain assistance
from the US. The Embassy recommends that, if post-UNRRA relief is

still being contemplated, such relief be distributed gratis primarily by
competent relief agencies under US official direction and to inmates of
institutions (for the aged and orphans) which are no longer included in

the offictal Polish ration system. -

NEAR EAST-AFRICA

INDIA: Viceroy’s proposals for transferr ower~--US Embassy New
Delhi reports that it seems more likely than ever that there will be at
least two ‘‘theoretically sovereign governments’’ in India following the
announcement on 2 June of the Viceroy’s proposals for transferring power
from the UK to India. The Froposed plan reportedly provides that: (a)
provinces which have elected a majority of Moslem League delegates to
the Constituent Assembly (CA) would decide by vote of their representa-
tives in the central legislative assembly whether to join the present CA;
(b) for purposes of voting, the Punjab and Bengal would be partitioned
tentatively; (c) a referendum would be held in the North West Frontier _
Province to ascertain whether new elections are necessary; and (d) prov-
inces, or portions thereof, deciding to stay out of the present CA would

-2 .
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set up their own CA, and the UK would be prepared to transfer power to
the two resulting provisional governments. The Embassy adds that,
although Nehru agreed to the substance of the original draft of the plan,
he objected to its form; the Viceroy is now endeavoring to obtain accept-
ance by Nehru, Jinnah, and other leaders of a revised drait which appears
to be “esseatially’’ the same as the original,

EGYPT: Nokrashy warned of xenophobia danger-~-US Ambassador Tuck
has informed Prime Minister Nokrashy Pasha of his serious concern
over expressions of anti-foreign feeling which are ‘“‘apparently permitted
freely to appear.” Tuck added that during his many years in Egypt he
“had never encountered such feelings of resentment as appeared to exist

~ today.”” Tuck warned the Premier further that, if such anti-foreign senti-

. NEI: Dutch

ments were not controlled, regrettable incidents for which Nokrashy would
have to bear the full responsibility might occur at any time.

FAR EAST

itch-Tndonesian economi s _stalemated--US Consul General
Foote reports that Dutch-Indonesian economic negotiations appear near
breakdown following rejection by the Republic Cabinet of the proposals of
the Joint Dutch-Indonesian Economic Commitiee. According to Foote, the
Republic has indicated that it is unwilling to cosperate in the regulation
of trade and financial matters, the return of foreign properties, and the
formation of a joint board for food distribution; the Republic considers
these questions are its own concemn. '

Consul General Foote believes the Republic is stalling for time
in the hope that the Dutch will be refused a US loan and then will become
“helpless financially.”’ Foote warns that forelgn industrial interests in
the Netherlands Indies will be jeopardized, if the Indonesians fail to re-
turn foreign properties and the Dutch fail to enforce the Linggadjatl
Agreement.

U8 views on Exim Bank loan--The State Department has requested
US Embassy The Hague to inform the Netherlands Foreign Office that the
US destres that the Indonesian Republic and other constituent parts of the
United States of Indonesia participate in Dutch-US negotiations concerning
an Exim Bank credit for the rehabilitation of the NEL. In this connection,

LA
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the nature of any Netherlands-Republic economic agreements will be an
important factor. The State Department believes that re-~-establishment

- of commerce throughout the Netherlands Indies is the first step toward

stabilizing the political and economic conditions in the area and toward

. strengthening the moderate elements in the Republic. '

10.

FRENCH INDOCHINA: French position--US Consul Hanoi reports that
High Commissioner Bollaert in a speech on 15 May recognized the na-
tionalist movement of Vietnam but announced that France intends to stay
in Indochina. Bollaert stated that France would negotiate with all parties
in Northern Indochina because no one group was recognized as the sole
representative of the Vietnam peogple; he offered aid from Cochin China
to avoid a famine {f Vietnam ‘‘cooperation’’ were forthcoming.

KOREA: Extreme Right attempts to sabotage work of Yoint Commission-~
General Hodge reports that Rhee Syngman is apparently ‘‘completely off
the reservation again and will use every effort to sabotage the work of the
Joint Commission.”” As Rhee still controls the extreme Right, General
Hodge believes that revolt may spread until no strong Rightist groups will
be found to cooperate with the Joint Commission. General Hodge therefore
recommends that Assistant Secretary of State Hilldring inform Rhee directly
that US policy calls for the establishment of a provisional government for
all Korea in accordance with the Moscow Decision.

Representative Democratic Council demands withdrawal of US forces--
The US Political Adviser reports that the Representative Democratic Coun-
cil is sending a long message to the Secretary of State, ‘‘closing with a de~
mand for immediate withdrawal of occupation forces to make way for the
interim government which is in the process of being created by the Koreans
themselves.’’ (The Representative Democratic Council has lost its quasi-
official character and has become the tool of the extreme Right.) The Ad-
viser recommends that the Council’s message be ignored, because the vast
majority of the Korean press and people seem to be jubilant over the news
of the reconvening of the Joint Commission and the prospect of a natfonal
provisional government.

CHINA: CC Clique seeks to embarrass present Government--US Consul
General Davis in Shanghal reports persistent rumors that the ‘‘CC Clique,”’
extreme right-wing faction within the Kuomintang Party, has been giving
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encouragement to China’s recent rice riots, demonstrations, and other
disorders in an attempt to embarrass the Central Government’s present
administration (which is headed by Chang Chun, leader of the KMT’s
relatively liberal Political Science Group). Davis adds that the CC Clique
appears to be ‘‘behind at least some of the troubles.”’

THE AMERICAS ‘

PARAGUAY: Government troops advance--The US Military Attache
Asuncion reports that if two Government columns now advancing reach
their objectives, they will “‘isolate’’ the bulk of the rebel forces. He
adds that there is dissension within the ranks of the Colorado party (sole
political party supporting the Government) which ‘‘presents possibilities
of a wedge between sectors’’ of the party.

-5~
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i. USSR curious about US anti-Communist activities in Latin America--US
Embassy Lima has been reliably informed that Moscow through Bogota
has instructed Communist Party headquarters in Lima to find out who in
each US Embassy in Latin America directs anti-Communist activities.

RUROPE

2. UESR: Indications of military shivments to the Balkans-~Assistant US
Naval Attache Odessa reports that, except for occasional passenger
vessels, tankers, and UNERA shipments, the port has been virtually
deserted during the past month. The Assistant NA believes that this
fact lends credence to 2 report he had previously recelved that the
greater portion of Black Sea shipping is now engaged in moving military
supplies to the Balltans and is avolding Odessa to escape observation by
the US.

US consulate at Leningrad approved-~The Department of State
haz been Informed by the Soviet Fubassy in Washington that the Soviet
Government has agreed to a US reguest to open a consulate at Leaingrad.
{Tae Department of State had previously indicated that it was prepared
to close a Soviet consulate in the US, if the USSR persisted in refusing
to permit additional US consulates in the Soviet Union; see Daily Summary
of 4 December 1846, item 4.) .

. RUMANIA: Drives to inlegrate Rumanian and Soviet economies--US
Representative Berry has been reliably informed that the parallel drives
of the local Comununists and the Soviet Government to integrate the Ruma -
nizn econoray wholly with that of the USSR have been accelerated in an
effort to complete the integration before the Rumanian peace treaty goss
into efiect. According to Berry, both the local Communists and the USSR
seek the eventual exclusion of all outside interests and the ultimate de-~
struction of private initiative.

Berry advises against Chase Bank loans--US Representative
Berry feels that Ch.as-@ National Bank loans o the nationalized Bank of
Rumania will have ‘‘vafortunate repercussions,”’ as the Rumanion people
will belleve that such loans are made with the express approval of the US
Government. . -
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ITALY: Communist coup d’etat reported planned and cancelled--US
Forces Mediterranean Theater have learned from a “highly placed
source in the Italian Naval Intelligence’’ that at a special meeting of
the Communist High Command plans were made for a coup d’etat if

the Communists were excluded from the Government, but that these
pians were subsequently cancelled and orders issued for Party members
to remain calm during the period of povernmental crisis. The source
states further that the Party has been assured ‘“‘ample funds from Mos-
cow’’ for use in the coming elections. G-2 Mediterranean Theater adds
the comment {in which CIG concurs) that a Communist attempt at 2
coup d’etat at this time would be abortive and Party suicide.

FRANCE: “Strong’ policy in Morccco likely to cause troublz--US Con-
syl General Alling reports from Tangler that if the ¥ rench fake a strong
line in Moroceo (as they appear ready to do in carrying out their pro-
posed reforms) it seems likely that such action will tend to strengthen
the nationallst movement and even iead to outbreaks from which Morocco
has been remarkably free up to now. Alling adds that, according to the
US Consul in Rabat, the French ‘‘appear ready, able, and almost anxious
to put down any disturbance so as to raise their prestige.”’
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EUROPE

1. BULGARIA: Reported aid to Greek Qartisans--US Military Representa~
tive Sofia has learned from a ' usually reliable’’ source that approximately 2/
four trains, containing 30 to 40 cars each loaded with ammunition and
light artillery, passed through Sofia between 12 and 14 May en route to
southern Yugoslavia, where the supplies are reportedly being turned over
to Greek partisans. v

From a similar source, the Mihta.ry Representative has learned
that certain quarters in Sofia recenﬂy vacated by the USSR have been oc-
cupied by Greek partisan officials, who are presumably working with the
Bulgarian authorities.

2. YUGOSLAVIA: Possible diplomatic break with Greece--US Military At-
tache Belgrade believes that the Yugoslav request for the recall of the

Greece in the Yugoslav press may be a ‘‘build up’’ for breaking off rela-
twns thh the present Greek Government and possibly for recognizing a :
new ‘‘democratic’’ regime in northern Greece. The UK Ambassador Bel~
grade has expressed to the US Embassy his fear that ‘“‘any firm step’’ by '
the Greek Government may be used by the Yugoslavs as an excuse for a
‘break in relations.

NRUMANIA Air rights in Italy desired--US Representative Berry has
received from an '‘inside source’ the text of a request from the Rumanian
Civil Aviation Bureau asking for Rumanian Foreign Office assistance in o |
obtaining new air routes into France, Switzerland, and Italy. Berry under- *
stands that as yet no approach has been made to Iialy, but he suggests the

to Rumania until the current US-Rumanian air discussions produce satis-
factory results,

(CIG Comment: The Rumanians may anticipate that a circuitous
route through Italy into Switzerland and France will be necessary, if the
US continues to bar overflight of the US Zone Austria.)

4. UK: Financial position deteriorating more rapidly than expected--High
UK Treasury officers have told US Embassy London that the British fi-
nancial position has deteriorated beyond the official estimates made last
month. The officers stated that: {a) the February fuel crisis will have
an adverse cffect on the export drive for nine months; (b) it is now anti-
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cipated that the 1947 export goal, 140% of the 1938 volume, will not be
reached until the second quarter of 1948; and (c) it will be necessary to
feed the people better (that is, increase imports over the 1946 level of
consumption) in order to reach the required level of productivity.

{CI1G Comment: The Labor Government may also have a politi-
cal motive for improving the diet. Early abandonment of the Govern-~
ment’s recently set 1947 export goal and financial estimates will put it
ina nearly indefensible position for a government committed to ‘‘plan~
ning’’ and will provoke widespread, vigorous, and telling criticism.)

GERMANY: French hesitate on zonal merger--US Consul General Mayer
reports from Baden that it has become apparent that France will not agree
to merge its Zone with the US-UK Zone at the present time, as it fears
that such an action might cause the USSR to set up a satellite ‘‘republic’’

in the eastern Zone. Mayer adds that, while ‘‘responsible French authori-
ties’’ favor an economic union of the westem Zones, they fear that such

a ‘‘republic’’ might remain permanently under Soviei: domination,

(CIG Comment: The creation of a separate Soviet satellite republic
in eastern Germany would prejudice Soviet claims for production from
western German economy. This loss, coupled with the fact that the USSR
already has political control of its Zone, makes such a drastic political
step by the USSR improbable.) : %

FRANCE: Degree of economic control becomes major issue--US Ambassa-
dor Caffery reports that the question of a controlled versus 2 more liberal
economy is one of the major factors that might precipitate the collapse of
the Ramadier Government. The Leftist Rally (RGR), which is largely Radi-
cal Socialist, supports the Iiberal policy; the Socialist Party favors stronger
controls. The Communists, ‘“‘who wish to return to power at all costs,”’ ac-
cording to Caffery, ‘‘know that if the RGR withdraws” from the Cabﬁnet
there is little possibility of a new Government being formed without Com-
munist participation. They are, therefore, trying to drive the RGR into an
extrceme position against controls in order to force the RGR to resign from
the Cabinet.

NEAR EAST-AFRICA

TURKEY: Secretary General Erkin to leave Foreign Office~-US Ambassa-~
dor Wilson reports that Secretary General Erkin of the Turkish Foreign

-2‘
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Office will shortly be appointed Ambassador to Italy, an appointment
which Erkin requested primarily because of personal differences with
Foreign Minister Saka Wilson adds that the Turkish Cabinet feels some
concern that Erkin's departure may weaken the Foreign Office ‘‘at a criti-
cal period.”’ Wilson also considers it possible that Erkin may be named
Ambassador to Washington after a few months in Rome.

INDIA: Possibility of Congress-League ement--US Charge Merrell
has been lnforme:ly by a highly conﬁdentl:l%:urce that Jinnah has virtually
agreed to the Viceroy's proposals for the transfer of power (see Daily
Summary of 19 May, item 5). Although Merrell feels that Congress and
League leaders now appear closer to complete agreement than at any
time since last June, he adds that the complexity of the factors fnvolved
is such that any untoward incident prior to public announcement of the
proposals could easfly upset the prevailing delicate balance.

FAR EAST

NEI: Dutch-~Indonesian relations deterforate--According to US Embassy
London, the British Foreign Office has been informed by its representa-
tives in Batavia that (a) the Dutch have told representatives of the Indo-
nesian Republic that they are prepared to resort to force, if satisfactory
agreement is not reached in current Dutch-Indonesian negotiations; (b)
Republic Premier Sjahrir replied that the Republic would not be intimi-
dated by such threats; and (¢),in view of the serious situation, Lt. Governor
General Van Nook has postponed his trip to the US in connection with a re-
habilitation loan for the NEI.

Embassy London also reports that the UK Foreign Office intends
to consult with the State Department in the near future concerning possi-
ble joint measures to be undertaken to prevent open hostilities between
the Dutch and the Indonesians.

FIC: Attitude of President Ho to negotiations with French-—US Consul
Hanol reports that, according to " a usually reliable source,”’ a repre-

. sentative of the French High Commissioner’s staff has met with Presi-

dent Ho Chi Minh of the Vietnam Republic. According to source, Ho ap-
peared to have lost all confidence in French authorities and intentions,

- 'was wiliing to continue the war, and did not wish to negotiate with the
lFrench except as recognized head of the Vietnam Government.
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11. CHINA: Devel: pment of student demonstrations--US Embassy Nanking,

12.

in a comment ¢ a the student demonstrations that have been accompanying
rice riots and « ther civil disorders in leading Chinese cities, reports
that such demo istrations have reached a point where ‘practically every
academic center in the country is on strike.’’ Originally characterized
by demands for greater appropriations and improvement of university
curricula, the student demonstrations have recently developed more basic
demands, such as immediate termination of China’s civil conflict. It is
now apparent, the Embassy adds, that: (a) leadership in the disturbances
is passing from the Kuomintang’s CC Clique (see Daily Summary of 19
May, item 10) to the left-wing Democratic League and the Chinese Com-
munists; (b) present student disorders, which are taking place in viola-
tion of the Central Government’s 18 May ban on public mass demonstra-
tions, present an important challenge to Government authority; and (c) if
the disorders are not halted soon, they may contribute to ‘‘further deteri-
oration of the already parlous political-economic situation.”

THE AMERICAS

ARGENTINA: Jet planes purchased from UK--A reliable source has told
US Military Attache Buenos Aires that: (a) six British Gloster ‘‘Meteor”’
jet aircraft have been sold to Argentina as an inducement for larger fu-
ture orders; (b) Argentina has entered into a ‘“‘conditional contract’’ for

. future deliveries (possibly six); and (c) Miguel Miranda, head of the Ar-

gentine Central Bank and the Foreign Trade Institute, has diszapproved
the larger future orders. '
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1. US seeks diversion of UK-Bound wheat to Germany--The State Department &

has suggested that Ambassador Douglas make a personal appeal to the UK
Government for the prompt diversion to Germany of five cargoes of wheat
now en route to the UK. The US Government, through the Bizonal Supplies = _
Committee, and the UK Embassy Washington have already made such a re~- JQ |
quest. The State Department comments that the situation in Germany un-

doubtedly will become more critical and a possible distribution breakdown
may be unavoidable, unless this wheat is diverted.

gy, ;

2. Poland agrees to French flights to Warsaw--US Embassy Warsaw has
. Jearned from the French Charge that Poland has now provisionally agreed
‘ to ‘‘reciprocal’’ weekly flights by Air France from Paris to Warsaw via -
( Prague (see Daily Summary of 8 May, item 2). o ' b &

3. Yugoslavs reportedly fleeing to Hungary--US Legation Budapest has been
reliably informed that 10,000 - 14,000 fugitives from Yugoslavia have
entered Hungary during the past few weeks and that Yugoslavia has re- -

. quested the Hungarian Government to return them. Source observed that
€ the Hungarian police will have difficulty in rounding up the fugitives as
the latter are being sheltered by the Hungarian population.

EUROPE

, S/ reports that on 15 May the secret police raided two houses in
( Lisbon'and seized ‘‘important documents’ which reveal plans for revo-
lution and the formation of a new organization called the Movement of
National Liberation. The MA adds that many of the persons involved are
in “‘high political and military positions’’ and the police are ‘“‘wary’’ of
arresting those detained in the raids or implicated by the seized records.

4. WE‘JGAL: Plans for revolution seized in raids--US Military Attache

5. GREECE: Ruthlessness urged against ‘‘irreconcilable’’ guerrillas--US
Embassy Athens reporfs that the Governor General of Northern Greece,
in a private communication to Premier Maximos regarding the amnesty
proposal, has divided the Greek bandits into three categories: (a) 25%
dynamic Communisis absolutely subservient to Moscow; (b) 25% less
intransigent Communists; and (¢) 50% non-Communists, who have been

Dooument No. Q45 -
1. NO CHANGE in Classe [] ..l
C [] DECLASSIFIED

Class. CHANGED TO: TS 8 ;c/

TOP-SBCRET DDA Memo, 4 Apr 77
CO E__ Auth: DDA REG. 77/1783

Date:, Z[ﬁ[ Z'ﬁ By: Qeg

Approved for Release: 2018/09/26 C02996866



Approved for Release: 2018/09/26 C02996866

FOP-SECREP~—

lured into bands or recruited by force. The Governor General has urged

Maximos to continue a ruthless military policy until the irreconcilables

of the first category are annihilated or compelled to flee the country, and

immediately thereafter to implement the ‘‘broadest measures of leniency.”’
(CIG Comment: The Governor General does not make clear how

the Greek Army in its actions against the guerrillas is to distinguish be-

tween ‘‘reconcilables’’ and ‘‘irreconcilables.’’) .

FAR EAST

. KOREA: US statement on trusteeSMp suggested~~US Political Adviser
Langdon reports that, in recent discussions with General Hodge, South

Korean rightist leaders have taken an attitude strongly reminiscent of
thelr “‘trusteeship revolt’’ of December 1945. They are requesting US
authorities to omit the word ‘‘trusteeship’’ from all future discussions

of the Moscow Decision, and to present an ‘‘agreed definition of democ-
racy’’ to the Korean people. Langdon adds that General Hodge sees little
hope of persuading rightist groups to coéperate with the Joint Commission,
and Hodge feels that these groups may try to force the US to establish a
separate government for South Korea.

On the chance that a face-saving gesture might induce the rightists
to cooperate with the Joint Commission, Langdon suggests that the State
Department issue or allow Hodge to issue a statement of US views on
trusteeship designed to allay Korean fears of ‘‘tutelage.”’

. NEI: Possible Dutch use of force--According to US Embassy London, the

Dutch Foreign Office has informed the UK Foreign Office that the Dutch
have three alternative courses of action in the Indies: (a) use of force;

(b) withdrawal from Indonesia; or (c) recourse to mediation by the US --
which the Dutch feel would be “‘ham-fisted’’ and unproductive of satis-
factory results. The Dutch Foreign Office emphasized that it was not
Dutch policy to use force to achieve a solution, but the UK considers that
Dutch military elements might take the initiative and make impossible any
rectification of the situation by moderate elements.
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THE AMERICAS

8. CENTRAL AMERICA: Secret antl-Communist pact signed--US Military
Attache San Salvador reports that the Presidents of k1 Salvador, Honduras,
Nicaragua, and Costa Rica recently signed a secret agreament to suppress
Communist activity in Central America.

9. PARAGUAY: FPresident concerned with post-victory problems--US Am-
bassador Beaulac Asuncion reports that President Morinigo, believing
that victory over the rebels is imminent, i{s concerned with the probable
post-v!ctory demands of the Govemment Army and fears that a ‘‘man on
horseback’ might emerge. Beaulac considers that there is enough opposi-
tion among the Colorados (sole political party supporting Morinigo) to
make such a move possible.
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1. UK denjes s “ i s 2 0 USSR --The UK Foreign Office has
denied press reports that the UK is exchanging scientific ‘‘secrets’’
for USSR grain and timber and has told US Embassy London that
(2) there is no impending UK-USSR ‘‘deal of a surprise nature,”

' but (b) the UK is going to deliver to the USSR 394 jet engines (dupli-
cates of which have previously been sold to the USSR as well as to
other countries). The Foreign Office pointed out that these engines
have been superseded by improved models and that the Foreign Office
does not approve of release to the USSR of any ‘‘secret materials or
data.” »

.

FUROPE

%. USSR: Embassy Moscow urges US efforts to counter Soviet propagands -~
' US Embassy Moscow reports that the Soviet connteroffensive against
the Truman proposals has taken the form of a particularly vicious propa-
(( ganda attack since the President signed the bill. The pmposed ‘economic
' aid to Greece and Turkey is depicted as the plan of the ‘‘anti-democratic
reactionary monorpoly capitalists’’ -- who control all phases of American
life -~ to squeeze profits from these countries and to form an anti-Soviet
~ bloc in preparation for a new war. The Soviets apparently hope: (a) to
 frighten countries into refusing US aid by depicting the dire consequences
of accepting such aid; and (b) to prevent US aid from being effactive and
thus fix on the US the blame for continued economic unvrest,

FAR EAST

3. CHINA: Communists block north China coal supply to Shanghai--US Con-

. sul General Shanghal reports that Chinese Communist attacks on the

coastal rail line running northeast from Tientsin have cut off deliveries
w«ym the large Kailan coal mines (major supply point for Shanghai,
ientsin,and Peiping) to the coal port of Chinwangtac. As a result, the

coal supply situation in the Shanghai area has become suddenly acute.
Shanghai fuel authorities, the Consul General adds, anticipate that so
long as Kallan supplies are cut off, other domestic sources wiil be able
to furnish only about 50% of the coal needed by Shanghai s essential
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. NEI: Dutch Foreign Office views--According to US Embassy The
Flague, the Netherlands Foreign Office feels that the solution of the
NEI problem lies between the extremes of military action and Dutch

~ withdrawal from the Indies; the Foreign Office denies that the Nether-
lands will resort to arms at this time,

THE AMERICAS

. COLOMBIA: Strike averted by last-minute settlement--US Charge
Lockett reports, with reference to a last-minute settlement that averted

a petroleum workers’ strike set for 22 May, that: (a) the US companies
involved made “‘no very serious concessions’’; and (b) the union’s willing-
ness to settle on such terms was the result of the Colombian Government’s
“firm attitude’’ and of labor’s loss of face following the recent unsuccess-
ful general work-stoppage.
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. UK rejects request to divert wheat to Germaﬁy-uA UK Foreign Office

. FRANCE: Bread ration to be cut égain in June--Premier Ramadier

. BULGARIA: Reported concealment of air force unifs--US Delegate

. WEL UK wains Dutch on use of force--According to US Embassy

. ARGENTINA: Arms ordered from Créchoslovakia--US Military At-
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official has Informed US Ambassador Douglas that the UK cannot
agree to divert to Germany five cargoes of UK-bound wheat, because

British food stocks are in a “‘precarious position’’ (see Daily Summary
of 22 May, item 1), : e

EUROPE

has told US Ambassador Cailery that he 1s - still terribly concerned”’
about the food situation and that the bread ration will have to be cut
again next month. (In discussing the Government’s chances of survival,
2 “‘reliable source close to Ramadier’’ has observed to Caffery that,
““if the food situation gets no worse, Ramadier’s chances of survival
appear to be about even; everything depends on the arrival of grain
shipments from the US.””)

ACC Sofia transmits as * possibly true’ z report from a “‘fairly
reliable’’ source that several regiments of the Soviet-equipped
Bulgarian Air Force are being or will be moved to Yugoslavia in

order to conceal the true size of the Alr Force from US and UX author-
itles charged with responsibility for enforcing the Peace Treaty.

FAR EAST

London, Bevin has directed the UK Foreign Office: (a) to make it

piain to the Dutch that the British will not support them, if they launch
military operatiens against the Indonesians; and (b) to explore the pos-
siility of joint US-UK mediation. Bevin also expressed the view that
the US, by threatening to withhold economic support from the Dutch
and Indonesians, might induce both sides to be more cooperative,

THE AMERICAS

tache Prague has been told by a usually mliablsog%cieb&at Argentinw 7
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has placed an order with the Skoda Works for 200 German-type
38 millimeter guns, ‘The MA considers the report as ‘‘probably
true’’ and adds that Skoda definitely has models of this weapon.

. PANAMA: Defense settlement deéired-—'rhe Panamanian Minister

of Public Works has told US Embassy Panama that the ‘‘entire Cabi-
net”” has turned against Foreign Minister Aliaro because of his
handling of the negotlations with the US concerning the Panamanian
defense sites (Alfaro has been the chief opponent of the US position

in the negotiations), and that President Jimenez is “more worried
than ever’’ over the defense sites question. The Public Works Minis~
ter added that the question should be settled ‘‘at all costs.”’
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- 1. UK-USSR treaty negotiations--US Embassy London reports that, accord-
~ ing to the UK Foreign Office, ‘‘no progress’’ was made in the latest UK-
USSR discussion over revising the Anglo-Soviet treaty. US Embassy '
Moscow, however, reports that some progress was made, in that the
USSR indicated some willingness to modify its insistence on a provision
- that each nation should refrain from participating in any direct or in-
direct move against the other. Both Embassy Moscow and Embassy Lon-
don report that UK negotiators reiterated to the USSR that they could not
go beyond the terms of the Anglo-French Treaty. '
A high UK Foreign Cffice official has told Embassy London that
he cannot believe the Soviets do not want a treaty, but he feels that the
Foreign Office must be prepared for renewed Soviet charges that Bevin
does not want one. ‘

EUROCPE

2. NETHERLANDS: Conflict over NEI settlement drawing to a head--US
~ Embassy The Hague has been told by Dutch conservatives that Holland's

only alternative to becoming a second-rate mercantile world figure is
to reconvert its colonies quickly and “by force if necessary.”’ The Em-
bassy reports further that raw troops are ‘‘constantly drilling”’ every
night in side streets and that the morale of the new men is said to be
high compared to that of the troops who have been returned from the NEIL
“Well-informed authorities’’ are convinced, according to the Embassy,
that military action designed to restore law and order in Indonesia will,
in effect, be a blow against the further spread of Communism. The Em-
bassy adds that Dutch military and naval commanders have been recom-
mending military action for some time; the atmosphere is tense and the
situation might suddenly get out of hand.

- The US Military Attache The Hague believes that upon the return
of the Prime Minister and the Minister of Overseas Territories from
Java on 28 May, the conflict between the Left and the Right over the Gov-
ernment’s policy in the NEI will probably come to a head. The MA indi-

cates that the Conservatives and the right-wing Catholics want to use
force to implement the Linggadjati Agreement; Labor and the Communists

want to reduce trocp strength.
- Documenit No. QO4+8
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Dutch in NEI pessimistic-~According to US Consul General Foote
in Batavia, important Dhtch representatives in the NEI feel that further
negotiations with the Republic will be fruitless. Foote belleves that,
following the return of these officlals to the Netherlands, the Dutch will
decide to proceed with the formation of the United States of Indonesia
as rapidly as possible,

Significance of Scendanese coup in West Java--Foote also reports
that unarmed Soendanese occupied the city of Buitenzorg in West Java on
23 May, taking over all public buildings and seizing Indonesian Republic
officials. Foote bellieves the Soendanese movement against Javanese
domination {see Weekly Summary of 9 May, page 9) is gaining strength;
if it succeeds, it may encourage Sumatra, Madura, and East Java to
secede from the Republic and become separate states within the United
States of Indonesia. Foote reportis widespread local belief that the days
of the Republic are numbered

. FRANCE: Talks on Czechoslovak pact to begin soon--US Ambassador

Caffery has been told by a Forelgn Office official that conversations
would begin soon on 2 bilateral Franco-Czechoslovak pact. The official
stated that, while such a pact would afford France little or no protection,
it was useful to help countries like Czechoslovakia to ‘‘keep a window
open toward the west.’

‘ e threat--Foreign Min-
ister Bidault has told US Ambassador Caftery that {a) he 1s ‘“‘not unhappy
about the present crisis caused by the threatened electrical workers’
strike; (b) he 15 urging Premier Ramadier to stand firm and he believes
that Ramadier will; and (c) the MRP and himself are ‘‘heartily behind’’
Ramadier.

DENMARK: Action to end US-Greenland agreement possible--Prime
Minister Kristensen of Denmark has informed US Ambassador Marvel
that the Communists plan to introduce a resolution in the Parliament
calling for action to terminate the US-Greenland defense agreement
and ‘‘restore Denmark’s sovereignty.”’ He also stated thai because the

- major parties have indicated support for such a resolution, his party

would be obligated to do likewise; consequently, he believes such a
resclution would be passed this week. The Prime Minister considers
that, although the resolution was Moscow-directed, Denmark’s neutral
position must be maintained. The Prime Minister 'added that the recess _
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of Parliament (from 30 May to 1 October) may delay Parliamentary
action, but when such a resolution is adopted he intends to retard its
implementation. (Us Military Attache Copenhagen considers passage
of this resolution ‘‘extremely remote.”’)

NEAR EAST-AFRICA

INDIA: Lack of optimism over Viceroy's proposals--Contrary to opti-
mistic information previously received by US Embassy New Delhi (see
Daily Summary of 21 May, item 8), US Charge Merrell now reports that
neither Jinnah nor Congress Party leaders show any inclination ‘‘to
create a conciliatory atmosphere for the conference scheduled for

2 June on the Viceroy’'s proposais for the transfer of authority in India.
Merrell adds that, during the past few days, he has been unable to dis-
cover any optimism ameng Indians or the British concerning the out-
come of the conference.

TRAN: Reported deterioration in Azerbaijan--US Ambassador Allen has
recelved information that the situation in Azerbaijan has deteriorated.
The Shah, aware of conditions, is now making a tour of the province.
Accordmg to Allen’s information, Soviet agents are attempting to incite
the Kurdish tribes to resist with force the Iranian Army’s disarmament
demands. Allen believes that if fighting should break out over the ques -
tion of Kurdish disarmament, the Soviets ‘‘would very probably’’ try to

. re-establish themsélves in t.he area by assisting the Kurds,

FAR EAST

7. CHINA: Temporary lull in student demonstrations--US Embassy Nanklng‘

expects a temporary lull in Chinese student demonstrations as the result
of police enforcement of the Government’s ban on public mass demon-
strations. However, the Embassy believes that the principal motivating
forces behind the student movement -- economic deprivation and misery --
probably will lead to greater waves of unrest as the economic situation
deteriorates, and as it becomes plainer that the Government can produce
“only short-lived palliatives.”” The Embassy also cites as noteworthy the
absenece of anti-Americanism in the current demonstrations.
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8. PARAGUAY: Mediation of military phase not desired--US Ambassador

Beaulac has been told by the Foreign Minister that the Paraguayan Gov-
ernment does not intend to accept mediation of the military phase of the
civil conflict, as that would benefit the rebels. The Government, how- .
ever, has agreed in principle to accept mediation of the political issues
after the ‘‘unconditional surrender’’ of the rebels.

Army seeks US ammunition--US Military Attache Asuncion
reports that the Paraguayan Chief of Staff has asked the Chief of the
US Army Mission in Paraguay to turn over 5,000 rounds of US .30 cali-
ber ammunition to the Paraguayan Army for ‘‘training purposes.’’ The
Attache comments that probably ““some or all’’ of this ammunition
would be distributed to Government troops and adds that US Ambassador
Beaulac has recommended to the State Department that the ammunition
be made avallable as requested. (The Paraguayan Government is re-

ported to have no .30 caliber ammunition for the machine guns mounted

on six lend-lease picket boats which it wishes to use for operations in
the Paraguay River along the rebel flank.)

CONERENTIE
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~saying that the UK is planning to deliver to the USSR ‘‘35 Nene jet
. motors” :instead of ‘359 jet motors”’ (see Daily Summary of 23 May,
~item 1), | ) |

the Athens press on 10 May) that the US does not consider the present

. EGYPT: Formation of Communist Farty to be unced-~--FPrime Min~
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Prospective delivery gg" EK of fet motors to the USSBLQ--Informatlon now
received from the Department of State quotes the UK Foreign Office as

EUROPE . L

GREECE: Maximos feels US statemen es sition precarious-«
US Ambassador MacVeagh has asked the State Department whether it
can give some answer to Prime Minister Maximos’ request for clari~
fication of Secretary Marshall’s reported comment (which appeared in

Greek Government to be ‘“‘all that 1s desired, but , . . hoped it would 27
develop into what s desired.”” MacVeagh states that this matter may
be more serious than it appears and may invoive the resignation at a
critical time of Maximos, who 15 the ‘“‘most non-partisan, moderate,
and cooperative personalfty in the Government.”’ MacVeagh feels that
Maximes’ request s not merely a sign of personal sensitiveness but an
indication of the Prime Minister’s precarious position vis-a~-vis
Tsaldaris and other party leaders. The Prime Minister’s most dikely
successor, according to MacVeagh, would be Tsaldaris, ‘‘with conse-
quent difficuities for our mission which anyone who met him in Wash-
ington will understand,”’

,
A P
M, . P

NEAR EAST-AFRICA

ister Nokrashy has informed US Ambassador Tuck that: (a) the exist-

established; (b) the organization maintains its contacts in Egypt through
a senlor member of the Yugoslav Legation in Caliro; (¢) the organization
intends to announce within a few months the formation of 2 Communist - -
Party in Egy‘pt; and (d) he will no{ oppose this move as he feols it would
enzble him “to watch and control Communism more closely.”’
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4. NICARAGUA: Somoza in control--US Embassy Managua reports that
ex-President Somoza: (a) is now firmly in control of the country;
(b) has been informed that the US continues to recognize President
Arguello as head of the Nicaraguan Government; (c) apparently has
decided that he can ‘‘weather a limited period of international disap-
proval,”’ possibly because of the recent successes achieved by such
dictators as Trujillo and Morinigo; and (d) believes that he can force
President Arguello (now a prisoner without food) to resign in order
that the Somoza-dominated Congress can pick a successor.
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1. UNESCO urged to send oﬂlgbservegg to Prague--The Department of
State has instructed the US Embassy Paris to inform the Director-
General and the Deputy Director-General of UNESCO that the Depart-
ment considers it essential that UNESCO should not be indentified with
the forthcoming Frague Youth Festival, or with the conferences in Prague
of the International Organization of Journalists and the International Radio
Organization (see Weekly Summary of 16 May, page 1). The Department
believes it would be preferable to designate UNESCO participants in these
conferences as ‘‘observers’’ rather than as delegates and that such ob-
servers should not share in the formation of policies.

EUROPE

3. GREECE: Government wishes to increase size of Army--Foreign Minis-
ter Tsaldaris has delivered an aide-memoire to U assador Mac-
Veagh reiterating the Greek General Staff's conviction that the size of the A8 ‘
( Greek Army must be increased, as the Army ‘‘is not at this moment oc- ’
- cupied in suppressing armed rebellion but in fighting an undeclared war.”’
The aide-memoire states that: (a) the proposed increase will be subject
to US concurrence; and {(b), while the Greek Government realizes that
military expenses are non-productive and would not willingly agree to %
diversion of funds for this purpose, it feels that the re-establishment of
law and order is an ‘‘all-important basis for any future reconstruction
| plan.”’ (The State Department had informed MacVeagh that in its opinion
( neither the Greek Army nor Gendarmerie should be increased ‘‘pending
- further study of both military and economie implications.”’)

NEAR EAST-AFRICA

3. EGYPT: Delegation to SC not considered strong--US Embassy Cairo
reports that the delegation, selected by Prime Minister Nokrashy to
present Egypt's case against the UK to the Security Council, owes its

. composition partially to partisan politics and partially to the lack of
better material and is regarded as neither strong nor particularly
competent. "
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FAR EAST

Chinese immediate need for US loan--The Chinese
Foreign Minister has told US Embassy Nanking that China is now at

a critical turning point and that a US loan is therefore needed immedi-
ately. He added that two Chinese officlals recently departed to present
this matter in Washington. Subsequently, the Embassy was told by
China’s Premier that China’s immediate ills arise primarily from
aconomic causes and that, if the ecoromic situation could be saved, the
way would be cleared for gradual settlement of China’s political and
social problems. ‘ ‘

. KOREA: Rightists may be losing power--US Political Adviser Langdon

reports that the coalition of rightist parties headed by Rhee Syngman
has memorialized the Joint Commission along the lines of previous
rightist protests against the Moscow Decision. Langdon adds, however,
that Rhee Syngman’s most recent personal statement suggests that ““the
non-cooperating rightists may be losing control of the situation.”’

THE AMERICAS

. PARAGUAY: President desires elections-~US Ambassador Beaulac in

Asuncion reports that President Morinigo has expressed the hopes that
political peace could be achieved by holding free elections after the
revolt is suppressed, and that the Paraguayan Government might extend
an invitation to other American Republics to send observers to assure
themselves that the elections are free.

Brazil and Argentina agree on mediation procedure--The Argen-
tine Foreign Minister has told US Ambassador Messersmith in Buenos
Aires that President Peron and President Dutra (Brazil) have agreed
that, if Brazil is unable to mediate the Paraguayan civil conflict, Brazil
will seek the views of the other American Republics on joint mediation
by Argentina, Bolivia, and Brazil.

. URUGUAY: Berreta-Dutra conversations--US Embassy Montevideo

has been informed by the Uruguayan Foreign Minister, on the basis of
the recent discussions between Presidents Berreta and Dutra, that:

-2 -
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(2) Brazil would convoke the Rio Conference whenever the situation in
Latin America “‘gives the most promise of success’’; (b) although
Argentina is not really interested, it would attend the conference; and
(c) Brazil and Uruguay are agreed that the Communist problem in
Latin America should be handled by individual countries rather than
by inter-American action. The Uruguayan Foreign Minister added
his opinion that Argentina’s seeming indifference to the conference is
a tactical measure. ‘

'
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the US Military Attache London that the UK Government has approved
“in principle’” the sale of Meteor and Vampire jet aircraft to the USSR;
it is contemplated, however, that delivery will not be made for at least
a year.. _

(CIG Comment: Both Meteors and Vampires have already been
sold to other powers. The UK will undoubtedly ship the same ‘‘export,”’
or obsolescent, models of these aireraft to the USSR.)

EUROPE

ITALY: Dunn urges US support of De Gasperi--US Ambassador Dunn
reports that De Gasperi is attempting to form a single-party, Christian
Democratic government. De Gasperi has told Dunn that: (a) the success
of such a government depends upon its ability to deal with the economic
sttuation; and (b) if 1t fails, a government of the extreme Left would :
follow. De Gasperi added that survival of the proposed Government would

applied to the support of the Mra and which would indicate to the talian
people that the government had sufficient financtal strength to achieve %
economic recovery. ' '
Dunn believes that ‘“we have come to the point right now’’ where
the US should, if possible, give economic and financial support to the
government proposed by De Gasperi, as this would be an "‘opportunity
for the US to indicate in bold relief its political support for the first post-
war lalian government formed without the Communists.””

FRANCE: Communists pleased by strike com romise-~US Embassy
Paris reports that, according to sources close to the Communists, the
latter are as pleased as is the Government with the compromise reached
over the threatened gas and electrical strike, because the Communists
realize that the public is not in a mood to tolerate the difficulties which
such a strike would produce. The Embassy believes that, while Commu-
nists leaders for the next month at least will try to confine themselves
to middle-of-the-road tactics, working class discontent over mounting
food difficulties may reach uncontryllable propo;tions.
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GREECE: US reply to Maximos--Secretary Marshall has informed US
Ambassador MacVeagh that the Secretary’s comment on the present
Greek Government, which was reported in the Athens press (see Daily
Summary of 27 May, item 2), was not intended as a eriticism of Premier
Maximos’ leadership. The Secretary adds, however, that the US: (a)
cannot look with favor on excesses committed by extreme elements of
either the Right or Left ‘“‘whether represented in the Government or not;”’
and (b) has no intention of atiempting to change the Greek Cabinet but
considers the continued presence of such irreconcilables as Minister of
Public Order Zervas ‘‘not reassuring.”

FAR EAST

NEL: Foote's views on Dutch-Indonesian relations--US Consul General
Foote in Batavia reports that the Dutch have presented new proposals to
the Indonesian Republic, and that a Dutch mission is en route to the Re-
public’s capital to hold broad discussions with President Soekarno and
his Cabinet. Lieutenant-Governor General Van Mook has declared to
Foote that the Dutch have not threatened the Indonesians with the use of
force but have told them that ‘“‘the Linggadjati agreement would be
carried out with or without the Republic’s cooperation.”” Foote contends
that: (a) the area of mutual distrust between the Indonesians and the
Dutch has not increased; (b) Dutch military elements are not gaining {n
influence over the civilians; (c) the Dutch do not want to use military
force; and (d) the Dutch and Indonesians will probably reach agreement
if they are left alone, but any outside interference will result in complete
Communist or terrorist control of the country.

Dutch favor US-UK arbitration if conditions deteriorate--US
Embassy London has been told by the UX Foreign Office that the Nether-
lands Foreign Office and the Dutch Commission General at Batavia favor
UZ-UK arbitration in the event of a further deterioration of Dutch-Indo-
nesian relations. The Commission General, however, favors arbitration
only if the new Dutch proposals are rejected by the Republic.
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1. HUNGARY: Communist codp considered unlikely--The US Military Repre-
sentative, ACC Hungary, comments that the recent Communist-engineered
political crisis is designed to eliminate completely leading members of
‘the Smallholders Party from Hungarian political life. He reports, however,
that the possibility of a seizure of power by the Communists is remote be-
cause of the unpopularity of Communism among the Hungarian peasantry.

He adds that the present Soviet aim apparently is to obtain a more “‘co-
operative’’ government than that of Prime Minister Nagy, either a coalition
government with reduced Smailholder representation or one led ostensibly \
by the Social Democrats. ' : ‘

" . USSR bars direct US air negotiations--The US Military Rerresenta-
tive, ACC Hungary, has been informed by General Sviridov, Acting Chair-
man of the Allied Control Commission, that the Hungarian Government or
civil air line can conduct air communications negotiations ‘‘only with the
permission of the Commanding General of the Soviet Qccupational Forces
through the Chairman of the Allied Control Commission or his deputy.”’
The US Representative on 1 May had indicated US intentions to initiate
negotiations for an air agreement with the Hungarian Government.

Horner reports that Prime Minister Dimitrov’s charges ~- that a US
officer of the Allied Control Commission and a Buigarian doctor, em-
ployed by the US Mission, engaged in a public argument reflecting on the
-present Bulgarian Government, the USSR, and Dimitrov himself -- appear
to be complete fabrications. Horner belleves Dimitrov’'s action has been
prompted by (a) Dimitrov’s personal feelings over alleged discourtesy to
his picture; (b) the unfavorable portrayal of Bulgaria appearing in 2 recent
issue of LIFE magazine; and (¢} a desire to put the US Mission on the
defensive before Bulgarian public opinion. Horner observes that the Bul-
garian doctor involved, now under arrest, may also be charged with '
gathering intelligence and engaging in other treasonable activities.

- NEAR EAST-AFRICA

3. INDIA: Conflict expected over Viceroy's proposals~-US Embassy London

reports that the announcement on 2°June by the Viceroy will meet Indian
demands for immediate transfer of péwer by proposing the establishment
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of 2 Hindustan and a Pakistan on the basis of Dominion status for both
countries. The Embassy emphasizes that because of legal factors de-
mands for early transfer of power can only be met in this fashion and
that both countries will have the right to withdraw from the Common-
wealth at any time. Embassy London and Embassy New Delhi both report
that while the Viceroy’s proposals were originally acceptable to Nehru
and Jinnah, both men may refuse to accept them at the last moment and
that in any event widespread disorders are feared. Both Jinnah and Nehru
have requested that the Indian Army (but not UK troops) be employed to
suppress all riots promptly and sternly, = The Embassies report

that the situation is further complicated by strong sentiment in Beugal
against partition into Hindustan and Pakistan sections and that, despite
Congress and Moslem League opposition to a United Bengal as a separate
country, elements within the Province may forcibly attempt the creation
of such an entity.

FAR EAST

. CHINA: Further political deterioration anticipated--US Embassy Nanking
reports that the political situation in Nationalist China is deteriorating at
an accelerated pace, under the influence of economic and military factors.
The outlook for the next few months, in the Embassy’s opinion, is for
further weakening of the Central Government’s authority, but not for any
spectacular collapse. Economically, China faces continuing food stringency
and inflation. Nationalist military reverses in central Manchuria and ’
North China, which may necessitate at least a partial Nationalist withdrawal
in those areas, have aggravated general unrest and disillusionment. The
Embassy believes that the student movement will assume larger propor-
tions and notes that students are now agitating for a nation-wide general
strike to begin 2 June. Anti-civil war sentiment is increasing but has not
induced the Government thus far to make a formal offer to negotiate with
the Chinese Communists. I the Government does make such an offer, it
will probably do so with the foreknowledge that the Communists will either
ignore or reject any peace overtures at this time.

NEI: Dutch doubt accertance of their terms--US Embassy The Hague re-
ports that the Netherlands Foreign Office has little hope that the Indonesians

-2 -

TOP-SEERET
CONEIBENTTAI

Approved for Release: 2018/09/26 C02996866



Approved for Release: 2018/09/26 C02996866
ynilo
IJ; :

will accept the terms of the 27 May Dutch note which proposed the estab-
lishment of an interim Dutch-Indonesian regime to govern the NEI pending
the creation of the United States of Indonesia. The Foreign Office suggests
that a solution of current problems might be facilitated, if the US and UK
were to urge the Republic to be reasonable and consider the consequences
of rejection of the Dutch note. The Foreign Office does not supmﬂ the
referral of the question to the UN because it does not desire ‘‘the Soviets
in the picture.”

THE AMERICAS

. NICARAGUA: Opposition hopes to win elections--US Embassy Managua

reports that (a) growing fear of non-recognition and the refusal of the
opposition to participate in the de facto government may force Somoza
to dissolve the Congress and call elections for a Constituent Assembly;
and (b) the Conservative Party, the leading opposition party, has agreed
to participate in the elections in the hope that it could win an “easy
majority’” in reasonably free elections (Somoza has admitted rigging the
February 1947 elections). The Conservatives, meanwhile, have refused
to sign a manifesto supporting the restitution of President Arguello,
apparently because they intend to use their expected majority in the
Constituent Assembly to force Somoza to leave the country or to stage
another coup. ‘

The US Naval Attache Managua reports that he has discussed the
Somoza coup with diplomatic representatives of many couatries both at
Guatemala City and at Managua and that all urged that the US take the
Initiative to obtain joint inter-American action to isolate Somoza’s de
facto government and to support the Arguello Government. '
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