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CRITICAL SITUATIONS

| . EUROPEAN RECOVERY .
No significant new development, SHRERy

| GREECE ~ « oo ‘
According to a communique issued concurrently with the recent”
Yugoslav-Bulgarian mutual assistance pact, the two participating
states will not give the Security Council Balkan Commission any
form of assistance and will not permit it to-“‘set foot on'their
L ! territories,”’ Meanwhile, Foreign Minister Tsaldaris has ex-
(- vressed to US officials his vessimism on Greece’s condition, has
criticized delays in the US aid program, and has urged the neces-

. sity for more speedy action to salvage the situation (see item 8).
CHINA

Mo significant new development,
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GENERAL

1. Reported Communist drive to seize power in France and Italy--US

+abassador Dunn in Rome has received irom very high Italian Gov-
crament sources a document, which the US Military Attache evaluates
‘. uthoritative,’’ relating to a recent special Cominform conference
tn Doland. According to the MA, the document indicates that: (a) the
voviet Politburo is directing a coordinated all-out Communist cam-
peign to take over the French and Italian Governments by violence
rather than constitutional methods; (b) although the initial emphasis
ic apparently on the use of general strikes timed to block the opera-
tion of the European recovery program, the Communists will not be
vestricted to this method; {c) the campaign is personally directed
from Moscow by Zhdanov, secretary-general of the Soviet Commu-
aist Party, through his “‘personal representative,’’ Foreign Minister
Ana Pauker of Rumania; (d) Mrs. Pauker is a member of a new
spacial commitiee in Belgrade-~composed of representatives of the
Soviet, Yugoslav, French, and Italian Communist Parties--which
operates independently of the Cominform and will regulate and
synchronize Communist action in France and Italy; and (e) the com-
mittee has been assured unlimited means--apparently including
finsncing, food, and military stores--in order to carry out its cam-
paign effectively.

(CIA Comment: CIA suggests, preliminary to the receipt of
the reported document, that the document is: (a) an Italian Govern-
ment plant for the purpose of expediting interim aid by impressing
cn the US Congress the urgent need for countermeasures against
Soviet plans; (b) a Cominform device fo stimulate activity on the part
 of the Ttalian and French Communists and does not reflect any real
intention to take the course indicated; or (c) an authentic and accurate
indication of Soviet plans, which have as their maximum objective Com-
raunist seizure of the French and Italian Governments and as their
rninimum objective the creation of such economic and political chaos
in France and Htaly as will preclude the successful implementation of
the European recovery program.

{CIA does not believe that the French or Italian Communists
are capable of seizing control of their respective Governments without
rasterial outside support. The supplying of such support, however,
would involve the risk of a major conflict for which the USSR is presently
unprepared.) ‘
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King Michael to delay return--King Michael has informed US Ambas-
sador Douglas in London that he will reside in Switzerland until the
situation in Rumania is clarified. Meanwhile, US Ambassador Caffery
in Paris has been informed that Michael will await the resulis of the
London CFM meeting before making his final decision whether to
return to Rumania, ' ,

. France to join IRO--US Embassy Paris reports that France has

decided to participate in the international Refugee Organization
(120) and that the bill will come up for Assembly action ‘‘without
debate’’ on 2 December. :

(CIA Comment: French eniry into the IRO, which will bring
the number of members to 12, is expected to encourage the entry of
Belglum, Argentina, and Brazil, thus providing the 15 members neces-
sary to give the IRO full status.)

EURCPE

FRANCE: Blum predicts overthrow of Communist union control-~
Leon Blum has told US Ambassador Caffery that it should be possible
“‘in the not too distant future’’ for the anti-Communist trade unionists
to break Communist control of the CGT where opposition to the Com-
munists is growing daily. Blum believes that it is ‘“‘now of vital
importance’’ to support and encourage non-Communist elements in
the trade unions. In ex?ressing extreme disapproval of De Gaulle -
for actions which have ‘seriously hampered the efforts of the real
democratic elements in France,”” Blum explained that he took a
strong stand against De Gaulle in the Assembly because of his con-
viction that French recovery depends ‘‘to a very great extent on the
non-Communist left,’”

ITALY: Communists may resort to direct action--US Ambassador
Dunn expresses his conviction that, because the political trend of

Italy is now away from Communism and because the internal economy
of the country has improved, the Communists will now assail law and
order directly with intimidation and terrorization and may thus ‘‘in
effect take over control of the country,’”’ Dunn doubts that the Govern-
ment has sufficient forces of public order for dealing with such a
situation, though he believes that Government use of police and even
the army would have the majority support of the Italian pecple,
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{CIA Comment: US Military Attache Rome has estimated
that the Government’s armed forces and security troops are
canable of preventing Communist seizure of power unless the
Communists secure major Yugoslav assistance, CIA believes,
however, that the Communists may succeed in creating a general
state of disorder and terror.)

GREECE: Tsaldaris expresses pessimism about over-all situaiion-~
¥oreign Minister Tsaldaris has expressed to US Charge Keeley and
AMAG Chief Griswold his deep concern over ‘‘the whole situation

in Greece.”’ Tsaldaris declared that conditions in Greece have so
deteriorated since the original aid vote that everything points to the
necessity for increased speed if the situation is to be met squarely.
Tealdaris expressed the view that implementation of AMAG measures
has been dangerously delayed because AMAG recommendations have
not been approved promptly by Washington. He stressed the serious-
ness of the gold situation and urged the necessity for a quick decision
on the stabilization of the gold market.

Reeley comments that although the Greecks themselves have
fafled “to produce the kind of speed they ask of the US,”’ there is
an overriding necessity to implement AMAG decisions as quickly
as possible, and that “‘our thinking must transcend the limited cir-
cumstances of the original aid program.”’ '

NEAR EAST-AFRICA

TURKEY: Turks foresee new Communist menace from the south--
Foreign Minister Sadak has told US Ambassador Wilson that: iaf
the Soviet decision to support the partition of Palestine, despite

the Arab resentment thus incurred, can be attributed to the value
the USSR attaches to the opportunity afforded by official participa-
tion in Palestine to infiltrate Soviet agents into Arab countries;

and (b) many small Soviet vessels with large crews and unknown
cargo,passing through the Straits destined for Syria and Lebanon,
are returning with crews of decreased size. Sadak infers that
Soviet agents are constantly being landed for activity in Arab countries
and he considers that Turkey may in the future be faced by a greater
Communist menace from across its long southern borders than it
has hitherto withstood from the north.
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8. VENEZUELA: Betancourt threatens to cancel oil shipments to Brazil--
US Embassy Caracas reports that President Betancourt called in the
heads of private oil companies to inform them that he has threatened
the Brazilian Government with an embargo on ‘‘all shipments of crude

~oil and refined products’’ unless the latter government cancels the
arms deal with the Dominican Republic. Betancourt further stated
that if Brazil does not capitulate, he will ask the oil companies to
“‘cooperate by stopping shipments.”’

Approved for Release: 2018/09/26 C02643633



AL S 45 % ULU 1oy
kg e : . Approved for Release 2018/09/26 C02643633° - 548 :

CRITICAL SITUATIONS

. , EUROPEAN RECOVERY
' No signiﬂcant new development. |

T No significant new development. ‘

CHINA

} Ant‘i-?inﬂation meé.sures just adopted by the National Government ma.y

. thwart efforts by the Kuomintang right-wing CC Clique to intensify
‘ inflatiomary trends (see item 7).
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1. British appraisal of Italian situation~-According to US Ambassador
*oglias in London the UK Foreign Office considers that the present
disturbances in Italy are not sporadic and that the situation there,
2s in France, indicates a concerted Soviet plan. The Foreign Office
expacts no armed attacks upon Italy from the outside while US and
UK troops remain in Trieste.

2. FRANCE: eht : 2"’ labor --The head of Prime Minis-~
ter Schuman’s personal Cabinet has informed Us Ambassador Caffery
ihat the Cabinet has agreed ‘‘in principle’’ on a six-months’ mobiliza-
tion of railroad workers metal workers, flour-mill employees, dockers,
and miners and on the ° requisition of government workers by decree.
Source declared that every possible effort is being made to strengthen
non-Communist 1abor elements and that,in order to avold alienating
these elements Schuman will resort to iorceful steps only ‘‘as a last
resort.’

De Gaulle by-passing Socialist leadership--Although General
de Benouville, one of De Gaulle's close advisers, has alleged to . US
Embassy Paris that De Gaulle is striving for the support of the non-
Communist left, De Benouville admitted that De -Gaulle is by-passing
the Socialist leadershin and hopes to come to direct agreement with
important labor leaders,

3. NETHERLANDS: Possible cabinet crisis over NEI troon withdrawals--
US Military Attache The Hague reports that a cabinet crisis may be
precipitated by the issue of extended service for volunteer Netherlands.
troop units in the NEI. Lieutenant General Spoor, commanding general
in the NEI, has declared that he cannot hold presently occupied areas
without retaining the volunteer units. War Minister Fievez is rumored
ready to resign if he is unable to fulfill his promise to the volunteers
that they will be repatriated at the end of two years’ service.
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USSR: Derationing and replacement of currenc rumored--US
Embassy Moscow reports that the recurrent and widespread rumors
of an early replacement of the present Soviet currency have brought
about “‘a phenomenal buyer’s spree’’ in Moscow and other cities in
the USSR. According to the Embassy, the most credible rumors indi-
cate that: (a) new currency will be issued about 5 December; (b)
permission will be granted to exchange old ruble notes for new up

to the amount of two months salary; and (c) derationing will take place
on 15 December when a single-price system will be established
setting prices considerably higher than those under the present ration
system. Any changing of the currency, the Embassy believes, would
be designed to prevert a run on food and other stocks if and when de-
rationing takes place.

NEAR EAST-AFRICA

IRAN: Qavam Government may be overthrown--According to US
Ambassador Allen, the Democrats of Iran party of Prime Minister
@avam has been split by the decision of 30 members to form a
separate faction under the leadership of Majlis President Hekmat,
Allen adds that this group, by joining forces with the opposition
National Unity party and the Independents, would have sufficient
strength to overthrow the Qavam Government. Allen reports his .
impression that everyone considers the fall of the Government immi-
nent except Qavam, who declares that he will retain majority support
in the Majlis when a test of strength comes,

FAR EAST

SIAM: Chinese Fore Office urges non-recognition of coup re me--
According to US Embassy Nanking, the Chinese Foreign Office hopes
that protracted non-recognition of the new Siamese Government will
force a change in the Ccoup government which will permit liberal

Siamese elements to exercise greater authority.

|
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7. CHINA: New anti-inflation measures authorized--US Consulate
General Shanghai has learned from Arthur Young, financial adviser
to the Chinese Government, that leading Central Bank and Shanghai
muaieipal officials have decided, under Chiang Kai-shek’s general
autaorization, on the following anti-inflation measures: temporary
suspension of government bank credits, open market siales of cotton
yuarn, a crack-down on black-market exchange operators, and
limited suonort of the CN dollar in Hong Kong at black market rates.
(Rumors of imminent anti-inflation measures have already reversed
the trend in Shanghai’s black market, where the rate for US dollars
has dronped back to CN $125,000, as against the CN $150,000 peak
of 28 November.) :

{CIA Comment: Prospects of US aid undoubtedly are helping
t0 crzate in Chinese financial markets a favorable atmosphere for
NMationalist stop-gap measures.) ' -
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CRITICAL SITUATIONS

. .

N Bigniﬂcant new dévéiqpmént.
- .. GREECE

EUROPEAN RECOVERY

The Greek.coalition government may be endangered by the growing
- tendency of center deputies to consolidate with the Liberal (centrist)
-+ Party of Prime Minister Sophoulis. Although Liberal Party spokes-
‘men disclaim any immediate intention of upsetting the government,
centrist elements in general are becoming increasingly impatient
with the partisan politics of Populist (royalist) leader Tsaldaris.

o | CHINA
~ No significant new development.
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USSR revortedly preparing to withdraw troons from Bulgaria--US
Milttary and Naval Attaches Bucharest have been informed by a
“reliable’’ source that the USSR has requisitioned 2500 railway cars
for “movement from Bulgaria’’ during the first week of December,
The Attaches add that this report is the first indication that the USSR
is preparing to withdraw its troops from Bulgaria and therefore the
Attaches do not accent it as final.

US Minister Schoenfeld relays from a “‘good source’ a current
Rumanian Communist rumor that the Bulgarian Government will
announce a Soviet-Bulgarion agreement or alliance rermitting the re-
tention of Soviet troops in Bulgaria, '

(CIA Comment: CIA has received no previous indication that
the USSR 1s preparing to withdraw its troops by 15 December as re-
quired by the peace treaty. Moreover, the rumored agreement would
be a logical basis for the retention of the troops.) -

EUROPE

FRANCE: Schuman ontimistic regarding situation--US Embassy Paris
has learned that Premier Schuman believes the general situation to be

definitely improved,and he is confident that he will defeat the Communist

effort to thrust him out of office.

The Embassy has also been told that militant anti-Communist
irade unionists are optimistic over recent strike developments because
several of the strikes have failed and because a majority of the French
public now realize the anti-national character of the French Communist
Party. The trade unionists believe, however, that the Schuman Govern-
ment made a serious mistake by introducing a strike control bill which
goes too far in its sanctions against strikers. Although the unionisis
admit that the bill would be helpful against ‘“Communist saboteurs,”’
many anti-Communist socialist leaders disapprove of the present bill
because of their fear that it might be used later as ‘‘a club against the
working class’’ if De Gaulle were to come to power.
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ITALY: Transfer of US troops to Libya proposed--US Ambassador
Dunn suggests that in order to avoid the possibly unfortunate situ-
ation which may follow the withdrawal of US troops from Italy, these
troops might be transferred to nearby Libya, ostensibly to assist
the British in the administration of the ex-Italian colontes. Dunn
feels that the presence of US forces in Libya would have a ‘‘bene-
ficial effect’’ on Italian public opinion and would meet with the ap-
proval of the Prime Minister and the Italian Government.

GREECE: Government considering further anti-inflation mMeasures --
AMAG Chief Griswold reports that the Greek Government is con-
sidering additional economic measures to meet a new inflati

threat which is caused partially by the over-extension of bank credit
to industrial organizations, Griswold states that the officials of
Greek industrial organizations are, moreover, using bank loans for
the purchase of gold sovereigns, thereby increasing the price of gold
which in turn defeats the objective of credit curtailment and threatens

the stability of the Government,
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1 Arabs planning military-.action in Palest i.ne -ng Farouk has in-
- formed US Ambassador Tuck in Cairo ‘that:/(a) Egypt, in full accord
' with the other Arab countries, intends to resist the partition of -
. Palestine by force of arms but will make no milifary move until
“" the British withdraw from Palestine; (b) instructions have gone out
‘to the other Arab capitals regarding the coordination of military
and economie plans for the conflict; (¢) there might exist ‘‘the
tragic spectacle’ of Arabs fighting Americans if the UN should
- send an international force to Palestine to maintain order; and (d)
a number of Soviet Jewish saboteurs have been apprehended in
ngptian tcrr‘itory Tuck concludes from the King's remarks that
“there is no doubt’’ of FEgypt’s intention to play its part in mili-
tarily opposing the Jews in Palestine and that the King intends, if
possible, to play a leading role in coordinating and orpanizing A.rab
rasistance.

: {CIA Comment: The acts of violence, sporadic rioting, and

C anti-US demonsirations reporied by US representatives in various
parts of the Arab world can be regarded merely as a prelude to
the concerted Arab actlon which, as King Farouk indicates, will
take place after the UK withdraws its forces and administration .
irom Palestine.)

8. US pipeline operations may have o be suspended in Levant--An
official of the Trans-Arabian Pipeline Company has informed US
Minister Pinkerton in Beirut that the gravity of the situation in
Transjordsn and Syria and the probability of trouble in Lebanon
are making it egsential that all pipeline operations in the Levant
area be suspended, at least teraporarily. The official states that
US vollcy on Pales%me is not only affecting oil interests but is
also creating a situation which menaces US lives and property in
the Middle East and is rapidiy destroying the constructive influence
of such institutions as the American University at Beirut,
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DP screening in US Zone Germany held inadequate--Acting US
Political Adviser Chase in Berlin reports his view, in connection
with the Venezuelan Government’s concern over possible Com-
munist infiltration through the immigration of European DP’s,

that security screening in the DP camps (US Zone Germany) is
inadequate. Chase points out that any information about the Com-
munist affiliations or activities of the DP’s is probably unobtain-
able unless they engage openiy in such activities. The British and
French are reportedly also having difficulty in screening out DP’s
who are emigrating to areas of British and French interest.

EUROPE

FRANCE: Communists increasing violent action--A ‘‘high-ranking
Interior Ministry official” has expressed to US Embassy Paris

his concern over the increasing tendency of Communist shock troops
to attempt sabotage and to provoke the police to militant action. The
official said that such actions might eventually cause the Government
to outlaw the Communist Party. The official was puzzled by the
apparent readiness of the USSR to risk driving underground ‘““one of
the best-organized Communist parties in Europe’’ unless this re-
flected ‘‘Soviet willingness to face general war in the near future.’’

US Embassy and US Military Attache Paris are skeptical of this con-
clusion. They consider that the official perhaps exaggerates the
pvresent importance to the Kremlin of the French Communist Party.

(CIA Comment: In its efforts to sabotage the European re-
covery program, which is the USSR’s immediate and primary target,
the Kremlin will be willing even to risk the sacrifice of the French
and Italian Communist Parties. K these Parties are defeated and
driven underground, the USSR will have lost no more than it would
lose by the success of the European recovery program. CIA believes
that the unexpectedly rapid progress of the Marshall program has
upset the timetable of the Kremlin and forced this desperate action
as the last available countermeasure.)

Approved for Release: 2018/09/26 C02643633
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5. GERMANY: Communists attempth# to promote strikes in western zone-~
"~ Headquarters European Command Frankiurt reports that there have
been recent Communist efforts to promote strikes in the western zone
of Germany during the latter part of November but that such efforts re-
ceived little support. EUCOM considers that these Soviet efforts are
actually only harassing measures aimed at occupation powers and are
not connected with recent disturbances in France and Italy.

(CIA Comment: CIA believes that these disturbances have all
been coordinated as part of a general attack on European recovery.)

6. AUSTRIA: Soviet-Austrian currency conversion agreement signed--
US Commanding General Keyes in Ausiria reports that a curroncy con-
version agreement, newly signed by Austrian and Soviet reprecenta-.
tives, vrovides for Austrian payment to the USSR of 490 million
schillings in partial satisfaction of Soviet claims, Keyes adds that
there are indications that another 16 million schillings will complete

the Soviet claim.

7. GREECE: Embassy concerned over growing friction in Government--
US Charge Keeley revorts that cordiailty in the Liberal-Populist Gov-
ernment has been strained to the pnoint where the continued existence
of the coalition may be threatened. Keeley has emphasized to an in-
fluential Liberal leader in the Cabinet the necessity for making the
coalition work ‘‘as the present critical period in Greek history is no
time for a political crisis.’”’ Keeley states that he intends ‘‘to speak
frankly’’ on the urgency of the situation to Sophoulis, Foreign Minis-
ter Tsaldaris, and to other politicians of both parties.

FAR EAST

8. SIAM: Broadened stability of new regime--US Naval Attache Bangkok
believes that militant opposition to the new Siamese Government is
breaking up. Both Nai Pridi, Free Thai leader now in Singapore, and
the ousted premier, Thamrong, have issued orders against any uprising
on the part of the Free Thai movement. Furthermore, Thamrong has
twice refused assistance offered by the Chinese Communists in Slam. The
NA believes it ‘‘most probable’’ that Marshal Phibul, coup leader, is
firmly entrenched.
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1. B ggg gf Britiah troops from Greece got now gnggmglated--UK B

Foreign Minister Bevin has reassured US Ambassador Douglas

that: (a) recall of British troops from Greece is not now contem~
plated; and (b) no steps for the recall of the UK’s forces in Greece
will be taken without providing the US an oppormnity for diseussion,
Bevin told Douglas that the transportation needed for UK troop with-
drawals will not be available before March 1948

EUROPE

2. BELGIUM: Beglgiap and French Communists to cooperate--A French
official has told US Embassy DParis that French police recently con-
fiscated a Communist document which indicates that the Belgian and
French Communist parties are planning to coordinate a strong effort
to orevent the opening of the mineg in northern France. The Embassy's
informant asserted that Be}gian Communists were to furnish both
arms and ‘‘hardened militants.’

\a”laelgian Com- 3 3(h)2)
munist Party leader {old a meeting of “elite members  in late
November that it is necessary ‘‘to aid our French comrades’’ and
that the French strikes will be followed with similax action in Belgilan
ahaut 1 January 1948. .

3, SPAIN: Reaction to US aid in UN--US Military Attache Madrid re-
ports that US opposition in the UN to further denunciations of the
Franco regime has cauvsed members of the Falange to expect mone~
tary help immediately from the US and has led centrist leaders to
believe that Spain will come under US protection, thus “‘promoting
peace and prosperity.” The MA reports also that the Left Is “bitterly
disappointed’’ and that the divergence between the Spanish Right and
Left is now sharper than before.

(CIA Comment: These reactions will tend to sharpen and )
nrolong the national division between the winners and losers of
. Spanish ctvil war. Franco's ciomestﬁc position is s&rengthened in
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asroportion to the extent that Spaniards believe he will gain US aid.
Prospects that the Army will switch its backing to a more moderate
ileadership are correspondingly reduced.)

4, AUSTRIA: USSR demands Communist nolice chief in Lower Austria--
US Minister Erhardt renorts that the Deputy Commander of the Soviet
Yorces in Austria has demanded that the Austrian Minister of Interior
inimediately reolace the nresent Director of Public Safety of Lower
Ausiria with Duermayer, until recently chief of the Vienna State Police
:indl a Communist.

(CIA Comment: An aggressive Communist, Duermayer is
natieved to enjoy complete Soviet confidence. As Chief of Public
Jafety in Lower Ausiria, he would obviously consolidate Soviet con-
irois over this imwortant province.)

BULGARIA: Soviet nrenarations to withdraw troons observed--US
Charge Horner reports indications that the USSR 1s preparing to with-
draw its troons by the 15 December deadline. ‘‘Several reliable
scurces’’ have observed Soviet concentrations of freight cars and
artillery and have noted the evacuation of Soviet families. Horner
indicates, however, that ‘‘western military sources’’ believe it will

be difficult for the USSR to complete military evacuation in the time
remaining without leaving some heavy equipment behind, and that

such equipment could conceivably be stockpiled for future use. Horner
considers it probable that if the USSR withdraws, some military cadres
will remain in the guise of instructors to the Bulgarian Army, and their
retention will be covered by a special agreement with the Bulgarian
Government. ‘ : :

55'!

NEAR EAST-AFRICA

8. PALFSTINE: Mufti tells Arab Higher Executive to curb disorders--
US Consul General Macatee renorts from Jerusalem that the Arab
Higher Executive has been instructed by the Grand Mufti to do every-
thing possible to curb the present disorders in Palestine, (The govern-
ments of all of the Arab states are similarly attempting to discourage
“‘unauthorized’’ anti-partition disturbances.)

- 2 -
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British lans for Palestine withdrawal--Foreign Minister Bevin
bas informed Secretary Marshall of the British plans for withdrawal
from Palestine and of the difficulties expected by the UK if the UN. .
Commission should arrive in Palestine more than two weeks before

the British are ready to hand over authority to the Commission
(which, according to plan, will be about 15 May), Bevin states that"
the British object during the interim period will be to maintain the
status quo in all respects, particularly regarding immigration.
‘Bevin added that his government had recommended forbearance

and moderation to Arab representatives and had received assurances
from various spckesmen that they will not try to make trouble while
tiie British are still in Palestine. Bevin expressed the hope that the
US: {a) would make similar recommendations to Jewish reoresenta-
tives; and (b) would ‘‘continuc and intensify the measures®’ recently
inmated to restirain thog involved in organizing immigration.

Soviet Ambassador to Argentina reportedly fears ion failure--

Approved for Release: 2018/09/26 C02643633 . 6 DEC 194
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siders his mission in Argentina a failure,

(CIA Comment: Because Argentina is the country in Latin
America best able to oppose the policies of the US, the USSR has
made an unusual effort tc counter-balance US inﬂuence in that
country. It is probable that the USSR now no longer believes tha.t
Argentina. can be diverted from its pro-US orientation.)

China intends to maintain stand on Japanese peace talks--The

Soviet Ambassador will not reiura to Argentina from his 5 December
journey to Moscow, conirary to his announced intention to make a
three-month visit; and {b) the Ambassador fears that the USSR con-

Chineae Vice lMinister of Foreign Aitalrs has informed US Ambas~
sador Stuart that the Chinese Government, in reply to the 27 Novem-
ber Soviet note demanding that the Four Powers hold a preliminary

Japanese peace conference in China next month, intends to maintain

the earlier Chinese position that:. (a) peace negotiations should be
conducted by all nations reoresented on the Far Eastern Commission,
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and (b) voting should be in accord with FEC voting procedure (by
—aich each of the Four Powers has veto rights). The Vice Minister
{oid Stuart that China’s fear of offending the USSR was blocking
"hinese participation in any peace talks to which the Soviet Union
wu& not a party. Stuart comments that China is ‘‘obviously afraid
ta make any other move until it knows more about US policy.”’

EUROPE

FRANCE: Government seeks to conciliate De Gaulle--US Ambas-

satior Caffery has been informed that De Gaulle's approval was

zmﬁ,rectly obtained for the recent appointment of two inspectors
seneral who will have direct administrative and military authority

in Provence and Languedoc. Caffery’s informant, who declared that
s=e Government is doing its best to avoid De Gaulle s open opnosition

aelieves that this conciliatory attitude, together with De Gaulle’s
.3elief that the nresent Government is a useful interim solution,
accounts for De Gaulle’s recent silence.

AUSTRIA: Soviet nolicy in currency negotiations--US Minister
Erhardt notes that in the recent negotiations concerning the Austrian

currency conversion law the USSR seemed unprenared to promote

economic partition of Austria at this time, Erhardt observes that

the Austrian Government showed 2 tendency to make substantial eco-

nomic concessions to the USSR, while at the same time taking US

aid for granted.

NEAR EAST-AFRICA

- IRAN: Qavam maneuvering to retain Premiership~-US Embassy
Tehran reports indications that Prime Minister Qavam, ina desperate

attemnt to retain his position, may have made a deal with the Shah

which will allow him to continue as Prime Minister (see Weekly Sum-

mary of 5 December, page iii).
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THE AMERICAS

7. BRAZIL Communist tactics change--US Embassy Rio reports that
ihe Communists in Brazil have apparently shifted their line from
nassive resistance to a canmaign of violence and that Communist-
inspired disturbances have occurred during the past two weeks in
a mumber of important Brazilian citles. The Embassy expresses
the oninion that the Communists are not strong enough to create
serious trouble but are largely employing tactics of harrassment.

CORRECTION

in Weekly Summary No. 76 of 5 December, page il, line 20, and
nage 3, line 1, the phrase ‘‘indecisive mmtary actmty” should
be substituted for “‘military inactivity.”’
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Repoﬁed nréssure on Thn Saud to break with US--US Minister . -
Childs In Jiddz has heen_informed by King Ibn Saud, in an extra-

' ordinary two-day audlence at Riyadh, that while the King must
. make ¢common cause with the

e other Arab states on the Palestine -
issue, he does not anticipate being drawn into conflict with friendly

" western pawers over this question. The King added that the Arab

League (particularly Iraq and Transjordan) would attempt to draw
him into “‘direct conflict politically or economically with the US,”

| ~ and that pressure would be exerted on him to cancel the oil con< -

cessions, The King informed Childs that i is of the highest im-~

nortance for him to know as soon as possible to what extent Saudi

Arabia could count on US aid in resistlug any incursion from Iraq
or Transjordan which might result from his refusal to give in to
this pressure.

-~

‘zzechoslovakia reported alding Soviet air expansion in Middle East--
US Ambassador Wilson at Ankara has learnad from a Turk-

ish Foreign Cffice official that: (1) 2 Czechoslovak aviation

mission, scheduied o arrive in Ankara on T December, is en

route to the Middle East for the purpcse of extending Czechoslovak

Afrlines (CSA) “to india, the Pergian Gulf, and the Arab countries’’;

{b) the mission, except for two Social Democrats, is composed of
Communist Party members; {¢) the mission was undertaken at the
instigation of a high Soviet aviation official following his recent
visit to Prague, ' '

(CIA Comment: Although the Auvgust visit to Prague of
the Soviet Denuty Chief of Civil Aviation was purportedly for
discussions concerning the Soviet-Czechoslovak ajp agreement,
it was suspecied at that time that the USSR was using the dis-

- cussions to draw CSA into the Soviet orbit {see Weekly Summary

of 12 September, page 11). This report, however, provides the

B first suggestion that the USSR may be supporting Czechoslovak

efiorts to establish air services in the Middle East,)
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EUROPE

. ITALY: Commurists may attempt coup in February--US Command-

ing General Mediterranean zstimates that a Communist coup will

be attempted sometime in February and that Yugoslavia will probably
exert pressure in order to pin down Italian forces near the Yugoslav

border. He observes that the Communists have already “‘achieved
some measure of success’’ in that they have physically assembled

their own para-military organization.

A representative of Premier De Gasperi has expressed to
US Ambassador Dunn the belief that the Communists will attempt

to overthrow the Government before the March elections. De Gasperi’s

representative doubts that present military and police equipment is
ndenuate for defeating such a coup; Dunn concurs in this view.

De Gasperi believes Italian forces need arms--De Gasperi
has told US Ambassador Dunn that a US military mission to Italy
would be inadvisable at this time and that if Italian forces are well
directed they should be able to cope with any internal disturbances.
De Gaspert feels, however, that Italian forces are in urgent need
of additional arms and equipment. In connection with the withdrawal
of US forces from Italy, De Gasperi emphasized his view of the im-
portance of strengthening US forces in Austria.

- FRANCE: Official analysis of Communist tactics--US Ambassador

Caffery reports that top French oificials accept the following analysis
of the Soviet position on the situation in Western Europe: (a) the
tempo of the Communist Party’s revolutionary activity in France
and Italy must be accelerated in order to neutralize the European
recovery program; (b) the democratic governments in Western
Europe would not be able to counteract the revolutionary action of

a small group of determined, militant Communists, and the US
would not intervene directly; and (c) the Communists in France and
Italy do not intend to achieve power at this time by a coup but rather
to cause the collapse of the democratic governments by a series of
strong economie, social, and political blows.
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tiigh-ranking French officials have expressed to Caffery
their confidence that the French Government will be able to cope
with the Communists in the present struggle, though they bslieve
that some violence will continue for several weeks.

Mayer sees upward wage-price ad%ustments necessary--
Finance Minister Mayer has told ery er upward ad-
justments of industrial prices and wages are to be expected;
Mayer expects that a “‘provisional’’ stabilization of these prices
and wages can be achieved after they reach their peak about
1 January 1948. Mayer believes that if he remains in office, a

“‘definite’* stabilization should be possible by june 1948,

Jouhaux hesitates to break with CGT-~Caffery has learned
from Leon Blum that although the mass of non-Communist workers
in the CGT desire to break with that organization, their leader
(Jouhaux) is still hesitating and wants the Communists to initiate
the break. Blum is convinced that the Communists will not do 80,
although he believes that a break is “‘inevitable eventually.”’
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GENERAL

1. Tbn Saud hopes to obtain motérized equipment and planes from US--US
Minister Childs has been informed by a representative of King Ton
Saud of Saudi Arabia that the kind of aid which the King hopes to obtain
from the US includes equipment for two motorized divisions and some
fifty military aircraft (see Daily Summary of 8 December, item 1),
The representative added that the Saudi Arabian delegation to the Arab
League meetings in Cairo has been instructed: {(a) to avoid being drawn
into any plan which might bring the Arab world into conflict with the
US and UK; but (b) to support all others measures against the partition
of Palestine.

2. Palestine police fear safety of UN Commission--US Consul General
Macatee reporte from Jerusalem tnaf the Palestine police have stated
that protection of the YN Commission would be beyond police resources

i the Commission establizhes headguarters anywhere other than at
Tel Avlv, Macatee believes that the British will do everything they can
to protect the Commission, but that afier the British withdrawal the
“security of the Commission will present an acute problem,’’

3. US anticipates requests to ship military sunplies to Palestine-~-The
Depariment of State has informed Secretary Marshall in London that it
preposes to answer anticipated requests from the Zionist Organization
of America for vermission to export military supplies to Palestine
by pointing out that: (a) in the period preceding termination of the
mandate, requests for military supplies should be made to British author-
ities in Palestine; and (b} following termination of the mandate, requests
should be made to the UN five-power commission on Palestine,

EURCPE

4. TRANCE: Tripartite discussions on Germany suggested--A high-
rarking official of the French Foreign Office has suggested to US Ambassa -~
dor Caffery that because the current session of the CFM seems likely
to end in complete failure, the US, the UK, and France should plan now to
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continue conversations on the German problem immediately after CFM
adjournment. The official considers it of *‘paramount importance’’
that the three western powers should reach agreement on Germany
and has suggested that deputies of the Foreign Ministers should hold
such discussions in Washington.

The official commented that any decisions reached as the
result of such talks would represent “‘real progress’’ because if De
Gaulle should return to power in the next few months, the General
would bs unable ‘‘to undo agreements which have already been con- .
ciunded. .

. RUMANIA: New anti-Communist resistance movement reported-~-The

US Military and Naval Attaches -have learned from the former CARE
representative in Rumania that a new Rumanian resistance movement

is being organized and will be composed mainly of young men with mili-
tary experience who have been educated in France and England. Scurce
states that the organization is “‘sound and means business’’ and expects
to have a supuly and training base in Turkey or Greece.

(CIA Comment: Although scattered resistance and underground
groups still exist in Rumania, this is the first report of a cohesive group
with long-range plans, organized on a national basis, Although such a
group has no chance of immediate success in overthrowing the Govern-
ment, its existence will bolster the hope of the non-Communists and re-
quire the Government to maintain indefinitely its repressive police con-
trols,)

GREECE: Integration of US and UK military missions recommended--US
Embassy Athens and AMAG Chief Griswold recommend a complete inte-
gration of the US and UK military missions in Greece, with General
Livesay of AMAG as chief and General Rawlins of the British mission as -
deputy. If this arrangement is not feasible (in view of the UK’s policy
against furnishing operational advice to the Greeks), it is suggested that
an integrated planning staff be created in which US personnel would
handle operational advice and supply matters and British personnel would
be responsible for training,
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¥FAR EAST

FRENCH INDOCHINA: Bollaert-Bao Dal meeting--~US Consul Reed
in Saigon has been told by a usually reliable source that a protocol
was signed at the recent meeting between ¥French High Commissioner
Bollaert and ex-Emperor Bao Dai. The agreement reportedly grants
independence to Vietnam within the French Union but retains Freanch
control over the Vietnamese Army and French direction of foreign
affairs. Source also reports that Bollaert will attempt to obtain ap-
proval of the protocol during his forthcoming visit to Paris.

Source believes that even though many ‘‘resistants’’ may join -

Bao Dai, the problem of achieving peace in Indochina remains un-
solved because President Ho Chi Minh of the Vietnam Republic con-
tinues strong. ,

KOREA: Future Soviet tactics in Korea--General Hodge has been
told by a usually reliable source that at a conference of high ranking

North Korean and Soviet military and governmental officials, held on
19 November in Pyongyang, the following tactics were discussed: (a)
a decrease of electric-power supply to South Korea in order to cause
unemployment and widespread unrest; (b) the organization of a strong
fifth column in important South Korean cities; (c) the withdrawal of
Soviet forces following the establishment of an independent North
Korean government ‘‘according to the desires’’ of the North Korean
people, despite UN action; (d) the maintenance of the People’s Army
in a state of readiness to occupy South Korea with the aid of the

fifth column. : -

(CIA ‘(‘Zomment: The North Korean Peoples Council is now
preparing a provisional Korean constitution’’ which would provide
a “legal” basis for formal Soviet recognition of the North Korean
regime. CIA believes that the USSR will initiate a series of moves
similar to those indicated in this report in an effort to force the with-

drawal of US forces and to frustrate implementation of the UN re-
solution on Korea.)
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AUROPE

1. ETALB’ ?:Anweal t@ USSR for graln held inadvisable by Dunn--in

' stggestion from the Department of State that De Gas-
rc,_«‘ch the USSR for the 500,000 tons of wheat Italy needs -
a ration cut, US ‘Arbas sadcr Dunn expresses. the belief
ourse would be “exceedingly inadvisable.”” Dunn
no. m out that De Gasperi has previously . remxdiate& the Com- .
munist Party and that the USSR might condition such agsistance
4y a demand that Comraunists be allowed to re-enter the Halian
Government. Dunn reiterates his warning that any cut in the
Ttalian bread ration will greatly iraperil the success of the whole
U8 poiiey toward Haly and urges that some other method be found
to ra&,%?.,fvia& the serious byread shoringe in Raly,

"i}'S hpray o %*s withdrawn complaiely-~The Department of
» hoe swormed L6 Ambassy Rome thot: (2) US forces will be
31k ,.mﬂm from iy on 14 December; () the suggested trans -
£ ¢ hese forees fo ya is considered inadvisable on military
aciay M«z {=) compeveatory strmwtﬁxening of US forces in Austria
c emw wmractizablie at this tlmn

Inrmation nrorram ureed--2 Political

: sey Joyoee reporis that % Allied Inﬁﬂrmahon fService (AIS)

i Trieste will cease by 31 Docerdber unless additionsl US funds

LI FO0E iw«; i edintely. Joyee states that AIS is the only weapon

syaiiable to US-UKX ‘”d’&i' rities to combat the incessant Comm*amma.
Yuzoesls aﬂwr PR Ty gmm which is apvproaching “‘climactic

nronortions, : :

3, TUREEY: Loss of confidence in US leadershin reported--US Ambag-
mm Wilson revoris that U8 moral and politiesl leadership’” has

suifored in Turley az the result of the US stand on Palestine. Wilson
daciores that: () the Turks had bul it gs.‘@‘ﬁ‘ﬁf hopes on the %oimarm

of e Axab countries with the US and UK in making & joint effort

oot
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“‘to keep Soviet Communism out of the Middle East;’’ (b) the
Turks feel that US policy has been characterized by cynicism con-
cerning domestic political considerations and by naivete in the
failure to foresee the potentialities of Soviet exploitation; and

{c) the Turks are convinced that the US played a decisive role in
obtaining the UN vote on partition by exerting pressure on various
small countries, Wilson adds, however, that the loss of confi-
dence in US leadership is not '‘necessarily irreparable,’’ and that
Turkish views will be influenced by future developments in Pales-
tine, particularly by US ability to regain the confidence of the
Arabs and to counter Soviet infiltration effectively.

FAR EAST

CHINA: Communist an ne

US Ambassador Stuart reports that unrelenting Chinese Communist
provaganda charging US imperialism in China, supplemented by
similar Soviet propaganda, is now having a signiﬂcant effect on
Chinese public opinion particularly among university and intellectual
groups. Stuart also notes a tendency on the part-of the Chinese
Hatlional Government to play down Soviet expansionism. He urges,
therefore, that the United States Information Service (USIS) undertake
a positive program ito demonstrate that the real imperialist power

in the Far East is the USSR, ‘
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CENETIATL

1. Jewish Agency seeks US aid«-Jéwi sh Agency leaders have told Depart-

L2
-3 P

ment of State ofticials that the Jev s in Palestine need all types of
weapons, including small arms, p anes, tanks, and anti-aircrait
artillery, as well as military advisers to direct operations. The
Jewish cfficlals sald that if they cmnld not get such assistance from

the US, they would be forced to turn ‘‘elsewhere’ for it, The leaders
added ﬂm they would be unable to stop fllegal immigration unless a
Talestine seaport were made available for increased legal immigra-
tion at an early date. 'The Jewish leaders also asked that the US dele-
gation to the UN be instructed to make a statement which would im-

pyess apou the Arab world that the US is still behind the UN partition
nian _ :

EUROPHE

FRANOT: Eatiaotad offects of strikes--US Embassy Paris gives
the following preliminary estimate of relative gains scored by the

wan Government and the C@mmum ists as a result of the recent
veibea and thelr conclugion. The BEmbassy considers that the Govern-
smwed@d in: {2} enhs: a{:m;; its prestige by standing firm against
Mﬂ Comrmnists snd invoking energetic measures to guarantee free-
dora of work; and vﬁ) pointing uo to the French people the anti-national
eharacter of Fronch Communist efforts to disyupt the national economy.

The Embassy am‘é that by the action which Moscow compelled them

to take, the Comrunists havs aliennted the great majority of th
"i”’r‘mwh W‘ fml@ and have enormousiy helped the non-(‘ommunirﬁ' Left
in its efforts to break Communist control of labor.

O the other hand, the Embassy considers that in their cam-
palga to sabotage the mv"ope:ﬂan recovery program,the Communists
have: (a) ¢ esria*wly crippled the Freach economy and partially
nuilified France's anticipated mnexitw,fshmugm the recovery progmm;
{b) severely corpromised the Government’s @i‘mm Lo mmnce
¥ wd‘gﬂﬁ: amd (c) greatly increased the Government’s difficulties

' oia,w., g aconomic and financial stability,
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40SR cancels talks on grain shipments --The Embassy
»/50 reports that the USSR has advised France that, as a result
2 expulsion of the Soviet Military Commission, the projected
cussions in Moscow conceraing shipments of wheat to France
e been cancelled. The French had honed to obtain 25,000 tons
@ rain in return for French products and to discuss the delivery
72y the USSR of an additional 300,000 tons before 1 August 1948,

s

GERMANY: USSR may force CDU leader’s resignation--US Am-
bnzsudor Murphy reports that the Soviet Military Administration
has demanded the resignation of Jakob Kaiser, chairman of the
>Iristian Democratic Union (CDU), because of his recent speech
aitzcking the Soviet-sponsored Unity Congress and demanding re-
izion of the eastern boundaries of Germany. Kaiser reportedly
28 refused to resign except on direct order of the Soviet Admini-
siration or as a result of a non-confidence votc from his party,
Raiser exnects that Soviet officials will not allow this vote to be
talten, and he will then probably disband the party. :

{CIA Comment: Because of his many disputes with the
~MA, Kaiser will probably be forced from leadership of the Soviet
“one CDU, but he may retain control of the Berlin wing of the
party and flee to the western Zones for. protection,)

k7

I

2 L oer
o

%, BULGARIJA: Soviet troop withdrawal under way--US Military

ache Sofia reporis that numerous reports and “‘direct observa-
“icn’’ indicate that Soviet troop withdrawal from Bulgaria 1s prob-
ubly under way, but that inadequacy of Bulgarian transportation

facilities will delay Soviet evacuation until 28 December.

AL

©. GREECE: Parliament enacts drastic anti-strike law--US Charge
Kenley reports that the Greek Parliament has enacted an emer-
#ency law prohibiting all collective work stoppages by either workers
or ermnloyers for the duration of the present rebellion, Keeley
states that the measure i3 considered unnecessary by AMAG and
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the Embassy labor advisers, is criticized both by labor leaders
and by industrialists in Athens, and will undoubtedly give ammuni-
fion to those who criticize the Greek Government as reactionary.
¥eeley adds, however, that Deputy Prime Minister Tsaldaris
{following conversations with Embassy and AMAG representatives)
siated that the law would be held in reserve and employed only in
2n emergency where less drastic measures fail,

Communists may increase uxbhan sabotage and terrorization--

US Military Attache Athens revorts tha:, according to the Greek
General Staff, the Central Committee of KK (Greek Communist
Party) is attempting to determine the number of reliable members

of the Communist Party in Athens who would be willing to partici-
pate in a KKE ‘‘armed struggle.”’ The MA adds that KKE plans
revortedly provide that party members unable *‘for any reason’’

to participate in the armed struggle will be organized into teams

for espionage, press, propaganda, medical, and similar duties.

The MA believes that these plans may result in increased Communist
emphasis on organized sabotage and terrorization in Athens, Salonika,
and other urban areas heretofore relatively quiet,
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. TRIESTE Communist preparations for general strike under way--»

_creased Communist efforts to incite “‘acts of provocation by the

" against the AMG, ignoring AMG reguirements for licenses to hold

. GERMANY: ‘US grain shipments held inadeguate--Acting US Poli-

. AUSTRIA: US may nrotﬂst Soviet-Austrian currency agreement--

~ ernment in. anticipation of a failure’ of the CFM to agree on an

1% UL 194/
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RUROPE

US Political Adviser Joyce.yeports indications that the Communiszs e
have finally received directives to take action in Trieste similar -
to that in France and Italy, Joyce exoect.a a general strike and in-

US-UK authoritie& The Political Adviser states that demonstra~"
tions backed by a ‘““menacing’”’ Communist press are agitating =~

public meetings, and charging ‘‘fascist brutality”’ when police inter-
vene to control the demonstrations. Joyce adds that General Alrey
is tightening controls to meet the emergency.

tical Adviser Chase observes that shiprnents to the Western Zones
Germany of cereals allocated for-January 1948 are not sufficient to
maintain the present ration in the bizenal area, Chase points out
that a2 similay deficiency last spring caused serious difficulties in
the Rubhr and elsewhere, OMGUS believes that unless the commit-
ment to ship 300,000 tons of cereals per month is fulfilled, US
prestige in Gurmany will ke damaged,and the internal problem of
agricultural collections will become even more difficult.

US Minister Erhardt has recommended to US | Commanding General
Keyes that a protest be made in the Allied Couneil against the Soviet-
Augtrian currency conversion agreement (see Daily Su mmary of

4 December, item 6).  Erhardt suggests that the object of the protest
would be to m*event similar bilateral agreements aiter w@rminaticn
of the CFM meeting, when the USSR might succeed in exchanging a
withdrawal of Soviet troops from Austma for a bilateral settlement
of the German assets question,

. Keyes agzin urges ration hﬁcrease»-@eneral Keyes has re-
iterated the necessity of increasing the Austrian calorie raticn to
1800 units as soon as nossible in order to bolster the Austrian Gov-

Austrian treaty. m'.,,v O(a l
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~ that the situation in Laly is very serious and that De Gasperi fears =
- the Italian Communists may resort about 20 December to some form:.
‘of insurrectionary action particularly in North Raly. De Gasperi
believes that his Covernment can eventually put down a revolt but

13 050'1947
558

CENERAL

De asveri fears Communist insurrectionary acﬁonm-Aecording to’

US Ambassador Caffery-in Paris, Premier De Gasperi has informed '
the French Foreign Office through the Italian Ambassador at Paris -~

that, if the Mallan Communists receive substantial help from the
French Comrunisis, the Ttalian Government's ability to deal with
the Iialian Communists wonld be seriously impaired, De Gasperi
theréfore vrovosed that immediaie vontact be made between French
and Iallan military and civil intelligence with 2 view to thwarting
the Communists in both countries.

Caffery has besn reliably informed that the French have
agread to the nropozal and contact has already been established as
;e

{CIA Comment: In view of ihe existing inadeguacies in arms

_ equipment of the Itzlinn Army ane securily troops, CIA believas
that the Italian Comrmg

&;
&

4]
Fd
]
Y]
parsy
[

1938 at grosont have the capability of obtain-

W ¢ ; rol of Northeory Faly, ¥ the Malian Communists
reeeive material agsistance from the French and/or the Yugoslav

""-e;A %

Communists, the Yalian Governrasn: would vrobably not be able to
regaln control of Morth ialy unaided,)

1 ko sell arues to Arabs ~=According fo US
 Ankara, the Dirvector of Turkish Military
Intelligence hag recetved “faiely reiiable’ Information that the
USSR is oifering to sell arms to the Arabs through Caech inter~
mediaries in Lebznon and Syria,

US3E reported offs
Ambassador Wilzon
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1. US considers it inadvisable to shio arrs to Saudi Avabia--The -
~ Department of State has instructed US Minister Childs in Jidda
- to inform the Saudi Arabish Government that while the US main-
- tains the strongest friendship for Saudi Arabia, the interests of
.~ _peace can best be served #f ‘“the US should for the time being =
-1+ refrain from exporting arms and nmunitions to Pajestine and
neighboring countries.”’ (The Saudi Arabian Government has
been exnloring the possibility of obtaining military supplies from
the US; see Daily Summaries of 8 and 9 December, item 1.)

2. Saudi Arabia recruiting Jor Palestine armies-~US Consul Hen-
derson reports from Dhahran that King Ibn Saud has glven
orders for the organization of four armies to 2id the Arabs
in Palestine, and that recruiting of volunteers is being carried
out in the Dhahran area, .

EUROPE

3. TRIESTE: Strwike may begin on 77 December --US Politic:gl Ad-
viser Joyce warns that 2 general strike on the Milan patiern
may begin in Trieste on 17 Deceimnber, the day scheduled for
Security Council discussion of the Trieste Governorship. Joyce
suggests that in the event Yugesiovia indicates its intention

- to enter Trieste in order ¢o ““maintain order,’” the Department
consider an ‘‘energetic and immediate warning to the Belgrade
Government,’’

4. RUMANIA: King Michael eznecied to return this week--US Le-
gztion Bern reports that according to King Michael's secretary, '
the King and his suite will return to Rumania by train on 16 or
17 December. The secretary added that the Groza Government
has disapproved of Michael’s engagement to Princess Anne because
of the ‘‘inauspicious’ intermational situation,
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SATHERLANDS: Dutch impatient with present deadiock on NEI--
3 Ambassador Baruch regards the forthcoming trip of the Nether -
ds “m**ne Vinlister to the WEY as & reilection of Dutch impaﬁence
h the ‘‘sterile, costly deadiock prevailing since 4 August,’
iTuch 8ays that spiniem is growing in the Netherlends that unless
some decisive chonge is evident and unless interaation2l permission
~nn be optained for the cleaaann up of lawless elements in the NEI,
s Netherlends might as well ‘‘pull out now as later.”’

4

NEAR EAST-AFRICA

CIRKEY: Arabs vrged to accept UN aecisionnfi‘urki h Fora2ign
tnfster Sadak hes informed US Ambassador Wilson that he is
ging the Arab siates to az:rcept calmly the UN decision on Pales~
10 and to avoid wviclence. Sadak has advised the Arabs that i
v cooperate in implementing the decision, they may be able
. work out arranzements which will make the sitwation morsa
iable.  3odok told Wilson that he believes Saudi Arabia and
tordan are the least iikely states to resort o extreme action,
the greates: agitation for such action comes from Egypt and
Sadak addad that if the US will use its influence with the
ste to avoid bringing the new Jewish state under Soviet con-
P 31 or to prevent its being used for Soviet penetration of the
Arab countries, tihe Palestine sitvation should become less
CRgerous.

{CIA Comment: Turkey's recommendations to the Arabs
are motivated bv fear that Soviet infiltraticn may result ina
threat to Turkey's southern border. It is considered most un-
1ikely that the Arsbs will react favorably to these suggestions,
a5 they feel that the immediate threat of Zionism is as dangerous
o the Arab world as the future threat of Communism.)

7. BGYPT: Government refusds to renew US military air rights--

15 Ambassador Tuck reporvis thet the Egyptian Government Has
remally refused o rensw US transit milltary aip’ rights after
suary 1948, Tuck attributes the refusal to Egyot’s bitter
sentment over the US siand on Palestine,
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VAR EAST

. CHINA: US aid requested in military training pregram--US Am-
bassador Stuart reports that Chizng Kai-shek has requested the
assistance of the S Army Advisory Group in the organization of
four replacement centers to train personnel for active guerrilla

warfare. Stuart notes that Chinese public orinion tends to blame

the US for the lack of success of recant Nationalist military efforts.

Stuart urges that Chiang’s request be granted because, in Stuart’s
view, any US 24d which offers a prospect of success would enhance
US prestige in China,
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1. Saudi Arabia refects direct requests to break with US-~Crown

: Prince Saud has informéd US Minister Childs at Jidda that, in
.\, _ the current Arab League meeting at Cairo, Saudi Arabia has re-
 Jected requests by Iraq and Transjordan that it sever relations
with the US and cancel the oil concessions, although it.has backed
other Arab plans to oopose Zionism. Prince Saud said his Gov~
ernment fully anpreciates the US reasons for refusing to ship.
arms to the Near East but hopes that this policy will not con-
tinue indefinitely (see Daily Summary of 15 December, item 1),

FAR EAST

2. PHILIPPINES: Increasing rumors of revolt~~The US Command-
ing General in Manila reports that: a) rumors of impending rev-
olution, which have persisted since the November elections, have

. - Increased; and (b) Philippine Communist leaders reportedly have
C organized disaffected guerrillas in 23 of the 50 provinces for a
revolt on a natlonal scale to take place “‘on Christmas or MNew
Year's eve.” The Commanding General believes that if “minority
- political groups, nersons denied recognition as guerrillas, the
Communist Party, and other organizations (including the Huk-
balahaps)’’ are adeguately united and coordinated under 2 strong
leader and assisted by disaffection in the Military Police Command,
this onposition is capable of overthrowing the present administra -
tion, The Commanding General considers that a revolt is a
“positive vossibility,’ '

(CTA Commoant: These rumors of imminent revolt may
have been inspired by sources close to the Roxas adwminisiration
in an effort to enlist US aid, Nevertheless CIA believes that:

(a) present conditions in the Philippines could lead to widespread
revolt initiated either by right-wing or left-wing disaffected
groups, and possibly to an abrupt overthrow of the Boxas Govern-
ment; but (b) the nrimary limiting factor at present is the lack

of effective leadership in the Right and Leit.)
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- Caffery reports that ¢ ‘ bservers’” expect
~ tolose at least two-thirds of its mémbership in January as a re-

~ action to the recent Communist strikes, Caffery bolleves that ‘
-the workers are well in advance of their labor leaders in this dis -

"“occurred and may be expected to continue, However, because

~ CIA believes that this “‘two-thirds’’ estimate is too high.)

~ tion in France’s economic situation in late February and early

- leader inquired specifically if the Foreign Office believed that the

ITALY: Communist reaction to US policy statement--US Embassy

EUROPE

FRANCE: Serious weakening of CGT exnected--US Ambassador
‘many qualified observers’’ expect the CGT .

sident movement and that even Jouhaux may have to make this
breal: in the very near future. o R '

(CIA Comment: Defections from the CGT have already

non-Communist dissident elements are in the minority in the CGT,

- De Gaulle anticinates severe economic breakdown--
De Gaulle's Press Officer has told US Kmbassy Paris that, de-
spite the failure of the generalized strike, De Gaulle expects the
Communisis to continue their efforts to cripple key indusiries.
According to the Press Officer, De Gaulle expects a deteriora-

March resulting in a “‘very serious economic breakdown,®’

De Gaulle believes that Schuman’s Government is as ““ineffec-
tive and helpless’’ as Ramadier’s, that it cannot prevent a break-
down, and that its failure to do so will cause De Gaulle’s recall
to power., '

Rome has been reliably informed that a ieading Communist has
told the Foreign Office that the Italian Communist Party resents
“most strongly’’ President Truman’s recent statement vegarding
Italy (on the occasion of the US troop withdrawal), The Communist

e e e
S A S I St L

Lo AR

US meant to go to war. The Forelgn Office representative replied
in the negative, but he commented that, from a juridical stand-
polnt, the US statement seemed based on very solid ground, The
Communist agreed and said that his Party did not intend ‘‘to start
anything,”* but it could not predict-‘‘what the people might do,

-
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- particularly because they were undet a reactionary government

3,

and faced by a hard winter.”’ The Foreign Office conseguently
considers that; (a) the Etalian Communists are considerably
shaken by President Truman’s statement; and (b) the Commun~
ists will hesitate to start violent action but will not have the final
decision.

GREECE: Imminent establishment of ““democratic’’ overpment -~
78 Ambassador Cafiery reports from Daris that, accovamg 10
local Comintern circles, establishment of a Greek ‘‘democratic’’

; g,overnment under General Markos will take place in the next

gday or two so as to foncw immediaiely the breakdcwn of the CFM
in London, Caffery’s sources also said that: (a) the ‘‘democratic”’
government will be recognized officially by Bulgaria, Yugoslavia,

 Alpania, and Rumania- and (b) both military and financial aid to

“‘Semocyatic Greece’ wili soon be greatly accelerated and will
be made to appear spontaneous as was the case during the Spanish
Civil Wayr,

{CIA Comment: The guerrilla government announced in
}'um 1947 has proclaimed a constitution, conducted some elections
in “‘free’ areas and issued numerous decrees but it has been by
definition a nmvﬁsmnal military regime,’” Establishment of a

{uil-fledged civil government in the near future is a logical prelim-

inary to the anticipated substantial increase in Satellite aid to the
guerrilla forces,)

_ FAR EAST

CHINA: New Communist offensive in . Manchuria --US Consul General
Miukden reports that Communist fore fm'ces in Manchuria are maneuver«~
ing, evidently in preparation for a winter offensive, According to

the Consul General, the National Government forces: (a) have offered
ineffective initial resistance to these maneuvers; and (b) are consider-
ing the advisability of abandoning Changchun and Kirin, The Consul
General notes that despondency and demoralis%atlon are Increasing
among the people in Nationalist areas,
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in Prague reports that,with the growing tension in Fastern Eurcpe,
- increasing numbers of non-Communists, mainly from Hungary, = -

o Rﬁmanid;;iﬁulgaria,aﬁd*l?oland, are appearing in eastern Czechoslo~
.. ‘vakia, honing to enter the US Zone of Germany or ‘‘other points west,”’
IR Bruins comments that many of the refugees, while not US citizens,
¢ 2. Y have USrelatives and their cases present ‘‘decidedly humanitarian -

- aspects.”’ He recommends that a ‘‘properly co-ordinated policy’’
with US military authorities in Germany be established,

1. e vr‘ea,sm g’ ',num‘ bersgf non-Communist refggéés i"«U’S Charge’Brui‘nsxr '

2. Soviet-Italian trade talks in prospect--US Ambassador Dunn has
learned from a high official of the Italian Foreign Office that the
Ttalian Embassy in Moscow may now conduct preliminary trade dis-
cussions with the USSR. Dunn’s informant requested the US attitude
on trade negotiations at this time between the USSR and nations in-
cluded in the European recovery program,

EUROPE

3. TRIESTE: Communists fail to incite disorders--US Political Ad-
viser Joyce reports that Communist attempts to promote 3 general
strike (originally forecast for 17 December; see Daily Summary of -
15 December, item 3) and to incite disorders have failed because

- of “‘general lack of popular response.”’ Joyce also atiributes the
Communist setback to the improved morale of vro-Italian groups
resulting from the firm attitude of the Allied Military Government,
but he believes that the Communists have not relaxed their anti-
AMG press campaign and will continue their attempts to stir uo
internal disorders. Allied military and political authorities in
Trieste now consider, however, that the Anglo-~American position
is “‘solid and that Slavo-Comrunist efforts to undermine and destroy
the integrity of the US-UK Zone are under firm control,”’
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4. AUSTRIA: Petroleum shortage becoming critical--Commanding
General Keyes, US Forces Austria, reports that the petroleum
situation in Austria is becoming critical. The Soviet oil admini-
stration, which uses its control of petroleum shipments and prices
to squeeze concessions from the Austrian Government, has reduced
the December gasoline allocation by one-third and other petroleum
nroducts by lesser amounts. General Keyes believes that this
latest Soviet maneuver is a deliberate attempt to further economic
deterioration by compelling the Austrian Government to increase
its petroleum purchases on the world market, for which it lacks
sufficient dollar exchange.

5. BELGIUM: Spaak considers visit to USSR --Premier Spaak has
indicated to US Charge Millard that he is considering a visit to
‘Moscow, not only ‘‘to sign an agreement for 100 000 tons of wheat,
but to discuss matters in the political sphere.’”’ Spaak expressed
the belief that the US might regard such action as untimely and
sought US views, Millard gave Spaak no direct encouragement.
Millard observes that suck a visit might present an opportunity
‘““to look bahind the present intransizeant attitude of the Kremlin."”’

6. GREECE: Military and civilian morale in north reported low--
According to US Embassy Athens Colonel Miller (US military rep-
resentative to UNSCOB) has noted exceedingly low’’ morale among
civilians in northwest Greece during a week’s inspection tour and
has concluded from nersonal observation that the Greek Army has
lost its will to fight. The Embassy reports that Colonel Miller is
pessimistic about the ability of US tactical advisers to arouse a
sufficiently aggressive spirit in the Greek Army at this late date;
he therefore is inclined to believe that more direct US or UN military
intervention will be required, if the situation is to be saved.

FAR EAST

7. PHILIPPINES: Possibility of revolt discounted--US Military Attache
Manila discounts reports from well-placed sources which point to a
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right-wing coup d’atat led by Brigadier General Mariano N. Cas-
taneda, Chief of the Military Police Command. As to the possi-
bility of a general uprising, the MA concurs with the US Commanding
General’s estimate of conditions favorable to a revolt (see Daily
Summary of 16 December, item 2), but the MA does not consider

that a revolt is likely in the near future, US Ambassador O’ Neal,
moreover, believes that the reported afiiliation of certain right-wing
elements with a coup d'etat is * fantastic and reportis that Roxas
is “‘well-informed, but unconcerned.’

(CIA Comment: President Roxas’ lack of concern lends
credence to the strong possibility that these rumors are part of a
calculated cammaign to obtain additional US assistance.)

THE AMERICAS

DOMINICAN REPUBLIC: Arms purchases in Brazil and UK--

US Embassy Rio reports that, in spite of Venezuela’s protests,
Brazil has decxded to complete the sale of arms to Trujillo because
it has received ‘‘written assurances’’ from the Dominican Republic
that ‘‘the arms will be used for 'defensive purposes only.’’

The UK Foreign Office Has told US Embassy London that
the Dominican Government is now negotiating for the purchase of
arms in the UK. The Foreign Office has requested US views re-
garding the sale of aircraft to Trujillo; it proposes, however, to
grant export licenses for the purchase of other types of muitary
and naval equipment, if Dominican representatives and UK suppliers
conclude sales agreements.
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2. US policy resarding Tricste-~The Combined Ch‘iéfs of Staff have in~

. mutual economic and strategic interests) should exclude his country

GENERAL

i. Saudi Arabia asks reconsideraﬁon of arms request--ln a note trans-
mitted to US Minister Childs at Jidda, King Dbn Saud has requested
the US to reconsider its refusal to send arms fo Saudi Arabia, on

‘the ground that special US-Saudi Arabian relationships (based on:

irom the US embargo on arms shipments to the Near East. The

" King states emphatically that the arms were requested only to pro~ =

tect oil insiallations and pipelines and would never be used in Pales-
" tine. The King adds that the establishment of the modern defense
‘force he contemplates cannot take place immediately, and he suggests -
that a program of military assistance to his country be handled by a
- US military training mission, g '

formed CGeneral Ajvey, US-UK Zone commander in Trieste, that
under no circumstancss will the US and the UK agree to any Yugo-
slav participation in the adminisiration of the US-UK Zone and that
any attenmpt on the part of the Tugoblavs to enter the US~UK Zone
should be prevented by force. The Deparmnent of State has authorized
US Embazsy Belgrade, in the event of such an attempt by the Yugoslavs,
tec make immediate represeniations to the hxghest Yugoslav authorities
umﬂa‘b!e. .

The Department has also mfwmed the US Delegamion at the

UN of its bellef that Yugoslav failuse to gain conirol of Trieste ii-
legally will nmmm the USSR to press for agreement on 2 candidate
for Covernor of Trieste in ovder to gain control of the area by other

~means after the Covernor takes office. The Department has there-
fore instructed the US Delegation to withhold approval on any can-
didsie for Governor of E’ie:sw until the ‘‘entive political-milifary
situation has bean reviewed'’ or at least until the HKalian and Yugoslav
Governmenis have been consulled by the President of the Securiﬁ;y

- Comeil or the Seeﬂeww Ceneral oi‘ the UN, .

3. Uu position on Snam-m rl‘?z@ D@partment of State has informed US Em-
bassy Madrid that the US S ) seeks a gradual return to normal

kd
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~ relations between the US and Spain; (b) favors the broadest possibie

agreement among Spaniards and will encourage an orderly and peace-
ful evolution in Snain toward a free, democratic and representative
regime; (c) considers Franco’s removal is 2 matter for Spanish
decision but believes that his removal would improve Spain’s inter-
national position; (d) hopes to convince the Army and Church elements
now supporting Franco that the US anticipates an evolution which

will not sacrifice their legitimate interests; (e) the-US will co-
ordinate any positive economic assistance to Spain with Spain’s
nolitical development and employ such assistance to encourage
democratic evolution; and (f) is informing the Vatican of the US
position in the hope that the Holy See may encourage a similar
evelution in Spain.

EUROPE

GREECE: Puyblic alarmed gver discord in Govern memt--US Charge
Rankin reports that the Greek press and public are now ‘‘thoroughly
alarmed”’ by the efforts of Populists and Liberals and members of
several minor parties to embarrass the present Cabinet, through
intrigue, if not to bring about its downfall. The atmosphere of crisis-
is so acute that Rankin has presented alde~-memoires to Prime
Minister Sophoulis and Deputy Prime Minister Tsaldaris express-

ing concern over the situation and urging continued cooperation between
Liberals and Populists in the coalition Government
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- against ‘‘US domination’’. The journal states t&zat in Fra.nce “new

- recent Communist activities demonstrated that the “democratic”
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Cominform sges French and Kalian struggles in first phase--US .
Embassy Belgrade reports that the third issue of the Cominform
Bureau Journal, published on 17 December, deseribes the present
French and Hallan disorders ag only the first phase in the struggle..

and heavy baitles lie ahead of the working people’ while in Italy

camp is capable of creating favorable conditions for Communist
mctory

US sees no objection to Spaak’s provosed Mascsw visit-- The State
Department, in response to Premier Spaak's inguiry (s=e Daily
Summary of 18 December, itera §), has informed US Embassy
Brussels that it kas no objection to Spaak’s proposed visit to the
USSR, The Depovtment believes that the USSR propably would
seek to ea@am on such a visit so scon after the CFM,and it
doubts that * mmé\ or anyone else can do anything useful at this
time about the Nussian problem’ excent through a determined policy
of vatient ficmness,””

EUROPE

UESR: Kaganovich returns from Ukraine~--US Charge Durbrow in
Moscow reporis that, according o the local press, Kaganovich has
been renamed Pemw* é"‘EWirman of &h@ ’"’mmml of Ministers. Durbrow
comments that, il ime, Z»"%gzmwich return is an indication that the
difficulties in I’,hn. Dkkaine, reported in 1949, hme zmmmnﬂy been
soived to ihe satisfaction of Soviet leaders.

(K%f"adﬂ'{?éﬁh ong of the earliem memboers oﬁ‘ the Politburo, iz &\d
a notorious economic and Party “‘trouble-shooter’”. He was relieved
of his pmition as Deputy Chairman of the Council aﬁ Ministers and
Minister of Construction Materials in the spring of 1947 and sent to
the Ukraine where problems concerning politd «331 loyalty and agri-
cultural production had apparently arisen,)
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NORWAY: Western orientation held essential--Norwegian Foreign
Minister Lange has toid US Ambassador Day that: (a) the London
deadiock will help erystallize Norwegian policy in favor of the West,
‘“shere Norway belongs’’; (b) while Norway must cultivate friendly
relations with USSR as the two are neighbors, its basic policy must
be pro-western; (¢) Norway may vote against the US in individual
instances, but it will always side with the US *““in matters of im-
nortant princiole.”’

FAR EAST

SIAM: Opuvosition to present regime --According to US Embassy,
Pangkok, ex~-Premier 'vhamrong has informed the UK Naval Attache
that he ie prepared to oust by force the present Siamese regime by

1 Tanuary, if he is able to gain the support of the Siamese Navy.

¥ Navy supp ;rt is not forihcoming, Thamrong plans to bide his time
and await a serious split which he expects tc develop within the Army.

- in late January.

that the Siamese Navy is planning to 3.3(H)(2)

Age A coun, e Army try to control the elections ;

(CIA Comment: The Siamese Navy is interested primarily
nreventing the Army from gaining complete control of the governe
ment, not in reinstituting Thamrong as Premier. The Navy has
consistently sunported civilian elements in the government and,in
continuation of this policy, will tend to oppose overt Army control.)

INDONESTIA: Viewpoints of Netherlands and Republic--Graham, the
head of the US delegation to the Security Council’s Good Offices
Committee in Indonesia, reports that the Indonesian Republic intends;
(a) to obtain from a third party a guarantee of its authority in Java,
Sumatra and Madura: and (b) to achieve control of the archipelago
either through a United States of Indonesia (USI) or by asserting
dominance over the other islands. Graham believes that the Republic
at this time only hooes to obtain the guarantee, According to Graham,
the Netherlands’ intention is to eliminate the Republic as a dis-
ruptive factor in Indenesia by confining it to Central Java and by
creating a federal USI which would include the rest of the Republican
territories. Dutch officials indicate that further police action, already
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rumored as impending, may be required to neutralize the Republic
a5 a directing center for violence in Dutch-held areas.

THE AMERICAS

7. CHILE: Arbitration of dispute over diplomats proposed to USSR -~
Ttre Chilean Foreign Office has told US Ambasgsador Bowers that (5]
Chile has transmitted to the USSR a formal proposal that the con-
sroversy over the joiat return of diplomatic personnel be submitted
to international arbitration or to the International Court of Justice;
bui (b) expects the proposal to be rejected and will then submit the
issue to the UN Little Assembly.
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1. Arvab volunteers entex "’alesﬁmwwé u arg@ Memminger reports
from Damascus that a * siweable band”’ of Arab voluntefers has
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entered ‘“a? stine fvom Syria. Memminger predicts that “‘serious

hostilities’” will oceur before 24 I eawnbw

2. Graece sverests combined militzry vlanning to Turkey-~-Turkish
Forelgn Minister 8sdalk has informaed US Amhbassador Wilson that
the Greek Government has made suggestions o Turkey looking to
combined military winaning and eveniual combined operations, if

&

furure developroents warrant, Zac

iz waid that while Turkey realizes

that the fall of Groece would conetitute o servicus threat o 'Mri@:ish

nsaﬂﬂm ndence, the Turiish ”“‘a"ee‘rmnwz had renliied o the Greeks
“in a vague u?’ii‘ guards zoper’” beeause of the instability of
the Greek sitantion and ia order ¢ aveld any 2ction which might

geam provocative (o othors,

3. Yuzoslavia professediy desires no ficc"'*m,:stmm,., in Trieste -8

Ambassador Conaon in B elgrade has been informed by a Yugosiay

?rimnm inister of Forelgn Aflairs that ‘““Yogoslavia wants no ad-

tures and exnecis the Trieste siluation to evolve along treaty '
%‘.‘” C&mxm has Informed the Yugoslav Forelgn Cffice of the
s n?ﬂmnm enforce the Peace Treaty provisions cn Trieste
wit‘h ‘o mplew firmuess’ (see Daily Sa mmary of 19 December,
ftern 2). He believes, however, that any further representa mians
{o the i""wmsl‘wb at this siage wounld have 2 dimimmmng affect
and would indicate nervousness on our part,”’

st
U

.;
&

"l

BEUROPE

4. TRANCE: War Minister desires US-French dafenae talks--The

Trench Ministey of A med ?{“o“ce} foad informed US Ambassador

-

Caifery that be Is very anwious ikt France hold informal mil itary

discussions with %ﬁ ) UE He a «i »i that France would be disposed
Su

to yield to the US such privileges ang strategic bases in French
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tprntory as the US might need. He asserted that France has now
onenly declared itself against the USSR and on the side of the western
world, _

"Phe Minister commented that if it were made clear to the
French people that the US was trying to guarantee ¥ rench security,
there would be no difficulty in working out measures for the control
of Germany. He exnressed himself as encouraged by recent evidence
of the Government’s ability to ‘‘ston’’ the Communists, but added that
" he exvects a new cutburst of irouble in the latter nart of January.

RPF declares Government unrepresentative--~US L‘mbassy

aris revnorts the defeat of a nroposal, endorsed by De Gaulle’s
Rally of the French Peonle (RPF ), that March 1948 be set as the
expiration date for the nresent National Assembly. RPF spokesmen
alieged that the Government failed to represent svublic opinion and
lacked a real majority in the French Assembly. The Embassy
camments that although this proposal was decisively defeated, the
RPF’s action: (2) tends to create confusion in the public mind and
hinders basic non-political reforms; (b) possibly results from RPF
apprehension that Schuman’s success could make De Gaulle’s return
te nower unnecessary; and (c) suggests the increasing nossibility
ihat the Assembly may be dissolved and new elections held, if the
Government’s economic program fails,

“Force Quvriere’’ receives international endorsement--
The Embassy has learned from a French labor leader that the Belgian
General Federation of Labor (CGT) has offered ‘‘material and moral”
supnort to the ““Force Ouvriere’’ group (which recently seceded from
the French CGT), and that the ‘‘Force Ouvriere’’ has also received
endorsement from Dutch and Scandinavian labor groups. The Em-
bassy’s informant added that the ‘“Force Ouvriere’’ expected the
CIO and the AF of L to give it similar support.

¥French iabor schism may promote split in WFTU--The Em-
bassy also reports the oninion of Beigian and I'rench trade union
leaders that the secessicn of one million French workers from the
Communist-controlled CGT and the decision of the British Trade
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“Jnion Congress to suoport the European recovery program may soon
cr2ate a snlit in the World Tederation of Trade Unions. These leaders
slieve that a WFTU split would be facllitated if US labor organizations
Sive adequate sunnort to international industrial unions that seek to
remain indenendent of the WFTU but which, like the ‘‘Force Ouvriere,”’
ce great financial difficulties.

t

. CERMANY: German reaction to CF failure--US Ambassador Murphy

recovis that a small sampling of nublic oninion indicates that about
409, of the Germzns consider the USSR responsible for the failure

of the London CFM, but that only one percent blame the US for this
failure, OCn the basis of preliminary information, Murphy believes

that the German onublic is unimnressed by Soviet nronaganda assertions
that the USSR is the major advocate of a2 central German government.
Murphy notes, however, that a number of the Germans interviewed
elieved that the US is creating a state of affairs which is disadvan-
tageous to Germany.

AUSTRIA: USSR pressing sale of railroad equipment--US Legation
Vienna has learned from a reliabie source that the USSR is pressing
for an Austrian delegation to come to Moscow early in January to
discuss the nossible payment by Austria of 400 million schillings

for locoinctives and rolling stock which the USSR claims as war booty.
The USSR maintains that all locomotives and most of the rolling stock
in the Soviet Zone are war booty lent to the Austrian Government.

The US Legation observes that the equipment in question has never
been recognized as cantured enemy material either by the Austrians
or by the Allies, . ' '

GREECE: Continuing friction in Government--US Charge Rankin
reperts that, when he delivered aide-memoires (exoressing US con-
cern over the Greek situation; see Daily Summary of 19 December,
item 4) to Prime Minister Sophoulis and Deputy Prime Minister
Tsaldaris, he gained ‘‘the distinct impression that relations between
Populists and Liberals have degenerated to a dangerous point.”’
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Sephoulis informed Rankin that Tsaldaris was doing everything
nossible to make him resign, but he had no intention of doing so.
Rankin adds that publication in the Greek press of the US view
on the importance of continued Populist-Liberal cooperation has
dcne much to alleviate public fear of an imminent change of
zovernment. : -

SWEDEN: Scviet propaganda on Germany--Sweden’s Liberal Party .
(caposition) leader, Ohlin has expressed to US Ambassador Matthews
©hz opinion that many uninformed Swedes have been taken ia by the
rcpeated Soviet oropaganda line that the USSR favors, and the
“Wastern Powers oppose, 2 rehabilitated, self -governing Germany.
Oilin considers that the remedy for this situation is for the
Wastern Powers, using Soviet tactics, to state repeatedly their

own policy regarding Germany. ,

Request for US financial aid expected ~--Matthews also re-
ports that the financial adviser to the Swedish Foreign Office (who
is at nresent in Washington) has requested his Government’s
a2uthority to ask for some form of US financial assistance in order
to meet Sweden’s financial and economic difficulties. The Swedish
Riksbank presideat believes that the Swedish Government will
aathorize this request.

FAR EAST

FRENCH INDOCHINA: Bollaert-Bao Dai accord signed--US Ambas-
sador Caffery in Paris has been informed in great confidence by a

member of the French Cabinet that, during the negotiations in early

December, High Commissioner Bollaert signed an agreement with
former Annamite Emperor Bao Dai which grants far-sweeping in-
dependence to Vietnam within the French Union but retains the
ultimate control of Vietnamese military and diplomatic affairs in
French hands, According to Caffery’s informant, the French will
announce their refusal to negotiate with President Ho of the Vietnam
Republic, because they have evidence that Ho has sent a representative
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to “‘an Asiatic Cominform meeting.”  Until nopular demonstrations
for Bao Dai’s return “‘force” the French to negotiate with him, the
¥rench will ovpose him nublicly in order to eliminate the suspicion
ihat he i3 a French stooge. At that time a public agreement (based
on the recent secret accord) will be signed. Caffery’s informant
admitted his own lack of enthusiasm ior Bao Dai but said he prefers
Bao Dai to a Communist state under Ho Chi Minh which would ‘“‘hold
unhapoy implications for all Southeast Asia.’’

10, NET: US deleation’s views on disnute--The US delegation to the
Seeurity Council’s Good Citices Committee {(GOC) believes that the
Netherlands -Renublic disagreement will center around: (a) the
boundaries of the commonent states in the United States of Indonesia
(USD); (b) the strength of renresentation of the varicus states in the
TSI and {c) the extent of sovereignty to be accorded the USI follow- -
in7 its establishment. The US delegation considers that there are
orly two solutions to the Indonesian dispute: the establishment of
ihie USI in accordance with the nresent Dutch plan under Netherlands
authority; or the recognition of the sovereignty of the Republic,
either alone or as the dominant element in the USI. The US dele-
gation admits the risks involved in both alternatives but recommends
that the US work for one of the solutions because ‘‘there can be no
cemoromise in questions of ultimate sovereignty,’’

THE AMERICAS

11. PANAMA: Rejection of defense-sites a reement foreseen--President
Jimenez has informed the US Embassy Panama that he believes the
National Assc,embly will reject the defense-sites agreement with the
US “‘in toto.’ \
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fé.:f;:f Cominform’ for Latin America renorted under discussion--US

' Ambassador Caffery in Paris has been told by a ' trustworthy source’’

that:, (a) the ‘‘Comintern agent” Vitoric Codovilla, a major figure -
_in the Argentine Communist Party, attended the recent UNESCO:  » -

* pants the establishment of a ‘‘Latin American ‘Cominform’ *%and ® |

ke that in Belgrade, -

- new organization should be strictly secret or ‘“more or less open’’

~+ (CIA Comment: CIA recently directed attention to the fact

that the creation of additional regional Communist groupings, }
particularly in Latin America, is a possibility ; see CIA Weekly Summa-~
ry of 19 December, nage 1.} -

EUROPE

USSR: Controls on missions and corresovondents increased--US Embassy
Moscow interprets the new Soviet restrictive measures as indications
that the Kremlin has made a basic decision to make living conditions

as unbearable and ezpensive as possible for foreign missions and
correspondents in Moscow, The apparent aim is to force many of

them to withdraw and thereby limit to the bare minimum the number

of eyes and ears which can revort on actval conditions inside the USSR,

The Embassy feels that we should make concrete plans to re~
taliate immediately by placing restrictions upon both Soviet and Satel -
~-lite missions in the US similar to those placed on US representatives
in Bastern Furone, - : :

New Depu% Chairman of the Council of Ministers appoinied--
The US Millitary Attache in Moscow reporis that V. A. Malyshev was
appointed Deputy Chairman cf the Council of Ministers on 20 December,

_ (CIA Comment: The Council of Ministers now has 12 Deputy

Chairmen; of these only two, including Malyshev, are not members of
the Politburo, Malyshev is 2 member of the Central Committee of the

- Communist Party and, as a Colonel General, he was Commissar of the
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tank industry until October 1945, Since then, he has been Minister
of Transport Machine construction. CIA believes that the purpose
of Malyshev’s appointment to one of the highest government posi-
tions is primarily to enable him to exercise more direct authority
and to concentrate his attention on the greatest single weakness in
Soviet economy--the shortage and disrepair of railroad transport
eguipment, particularly loccomotives and rolling stock.)

FRANCE: More publicity for US aid recommended--US Ambassador

- Caffery expresses his conviction that the French people are in-

adequately informed of the present scope of US aid to France. He
considers that this ald should receive increased publicity, prefer-

- ably through the French Government and French news channels.

40

Caffery believes that French officials will cooperate provided they
are “‘continuously stimulated.”’ He inquires as to the possibility of
oklaining additional funds to carry out this publicity program on an
adeguate scale, |

Bidault exnects agreements soon on German coke --Caffery
also reports that Bidault's report to the Foreign Affairs Committee
of the National Assembly stressed the need of an ““international
regime’’ in the Ruhr and of ‘‘concrete certainties regarding the ex-
vort of German coal and coke.” Bidault added that he expected ‘“‘very
soon’’ to conclude new agreements guaranteeing certain tonnages of

German coke for the French steel industry.

CZECHOSLOVAKIA: Communist drive expected in January--US
Charge Bruins in Prague reports current indications that beginning in

- January 1948 the Communists will make every effort to achieve their

objectives in Czechoslovakia by constitutional rather than extralegal
means, He cites three reasons which militate against extralegal
Communist action: (a) because of their non-revolutionary character,
the Czechoslovak people would probably react unfavorably to un-
constitutional methods; (b) as Czechoslovakia is the only peripheral
country with a highly developed industry, unorthodox Communist
election methods would impair the country’s ability to obtain necessary
raw materials from the West and thereby jeopardize the export of
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Czechoslovak nroducts vital to the USSR; and (c) President Benes,
who is extremely nopular and highly respected, would strongly re-
zizst extralegal measures, ‘

NEAR EAST-AFRICA

IRAN: Premier-designate considered weak--US Ambassador Allen
renorts that Ibrahim Hakimi, the Iranian Prime Minister designate,
is regarded as honest and patriotic but as having little force or
courage in emergencies. Allen adds that as the USSR considers
Hakimi a *‘British stooge,”’ he will be under attack by Moscow. Allen

Telieves that Hakimi will be fortunate to last two months, if he takes

ofiice.
/

FAR EAST

» CHINA: Possible peace negotiations with Communists--US Ambas-

sador Stuart has learned from General Chang Chih-chung that Chiang
Kai-shek on 20 December, following a conversation in which Generzl
Chang stressed the futility of coniinuing the civil war, gave the latter
nermission to attempt to renew negotiations with the Chinese Commu-
nists. Stuart reports that Chang Chih-chung believes the Chinese
Communists are ready to respond to such 2 proposal. Stuart adds
that Chang has already approached the Soviet Embassy in an effort
to enlist Soviet assistance in persuading the Chinese Communists to
zive up fighting and resume negotiations. In Stuart’s view, however,
it is inconcelvable that the Chinese Communists will accept peace
negotiations at a time when they are winning on all sides, except
pOSSIDLY as a melns of discouraging and haiapering US aid to ine
National Government. .

(CIA Comment: The Chinese Communists will probably not
enter into negotiations with the present National Government on
anything but their own terms unless: (a) their present advantageous
military position is seriously undercut by effectively-implemented
US aid to the Nationalist armies; and (b) any prospect of substantial
Soviet assistance to the Communists is removed.)
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Gioverament leadexs concerned about US atd conditions--
S Ambassador Stuart renorts that the Generaliesimo, the Prime
iinister, and the Forelgn Minister are concerned about criticism
from Chinese reactionaries of the Government’s recent request
ice US aid. As an indication of official concern, Stuart cites a
memorandum, received from the Goneralissimo's secretary, con-
{1ining conditions for the extension of US $1,5@0,60Gg§cmomic aid
aver a four-year pericd and for loans to erable China to bay
surplus and other military material from the US Governzent
{estimated at US $100,000,000 for 1948). This memorandum states
that the Chinz program: (a) shall impose no lega! obligation upon
the Chinese Covernment to employ US pexsomnel; and (b) shall
sortzin no political conditions other than tosc which may be
stinulated in an atd plan for Europe,

. SIAM: Thamrong-Phibul meeting--US Milltary Attache Bangkok
briteves that a recent meeting between Marshal Fhibul and ex-
Fremier Thamrong may lead to Thamrong’s open political resur-
gence. Although Thamrong may have delivered an ultimatam to
Phibul, the MA belleves it more probable that Thamrong requested
ihe formation of a coalition government. The MA discounts reports
that the Siamese Navy will take direct action against the Govern-

- ment but will intensify its war of nerves,
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" GENERAYL . |
Arabs buying arms for possible fighting in Palestine--US
. Memminger in Damascus reports tha ]
o Syria has made arrangements with Czechoslovakia to -
<) buy arms and ammunition to the value of $2,085,000, US Military - =
.. Attache Baghdad revorts that Iraq has concluded an agreement
“\ - twith the UK for the nurchase of arms and equipment to be de-
" . livered by 30 April 1948, The MA adds that the new equipment

- (already arriving) is designed to strengthen Iraqi units for possible
- fighting in Palestine. : . B

EUROPE

2. FRANCE: RPT tactics disgust some De Gaullists--US Ambassador
Caffery observes that De Gaulle’s frignds in the Assembly have
- demonstrated, by their request for new elections and their antagonism
to the Covernment’s economic program, that they are bent upon
making trouble for the Schuman Government (see Dally Summary of
22 December, item 4), Caffery notes with satisfaction that “‘some '
supporters of De Gaulle are becoming disgusted with these tacties.”

NEAR FAST-AFRICA

3.EGY™T: Tuck sugpests US take steps to regain p restige--Us
Ambassador Tuck reports that TS prestige in Egypt 13 at an all-
time low. Tuck states that Egyptian feeling will continue to be
governed by the U8 attitude, official and otherwise, toward the
Amodlementation of the partition of Palestine. He considers that

-Bgyntian reseniment may develop intc an attitude of aciive hostility

-toward the US. Tuck expresses the opinion that the US should care-
fully consider every possible step which could restore its lost

- brestige. He suggests that some concrete gesture should be made,
guch as an offer of direct o

ssistance in Egypt’s present financial
‘and economic difficultios. S
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IRAN: Hakimi facing difficulties in formation of cabinet--US Ambas-
sador Allen in Tehran reports that Prime Minister -designate Hakimi
is experiencing considerable difficulty in forming a cabinet and that
the Shah is anparently pleased. According to Allen, the Shah seems
to believe that a continuation of the government crisis will create a
nublic demand that he take a leading role in resolving the situation.
Alien adds that renorts that former Prime Minister Qavam has

bezn arrested have “‘no basis’’ and that Qavam will probably be
allowed to depart for Switzerland in a few days. :

¥AR EAST

CHINA: National Government again stresses ammunition shortage --
The Chinese Vice-Minister of Foreign Affairs has stressed to Uﬁ
Ambassador Stuart the ‘“dire need”’ of the Chinese armed forces

for US 50-caliber ammunition, stating that China has only two mil-
lion rounds remaining, Stuart comments that while there is no way
of ascertaining with accuracy the amount of ammunition possessed
oy the Chinese Nationalist armies, the deteriorating military situa-
tion indicates that such a shortage is likely.

INDONESIA: UK official’'s impression of situation--US Embassy

The Hague reports the opinion of Hugh Grey, recently appointed head
of the SEA Division of the UK’s Foreign Office, that nothing tangible
can be expected from the Security Council’s Good Offices Committee
(GOC). Grey believes that the US and the UK have a common interest
in a speedy solution of the Indonesian problem. He considers that:
(2) the mafor nroblem is how to make the Dutch realize that it is to
their own best interest to come to terms with the Indonesian Republic;
and (b) that the Dutch do not realize the “catalytic action of world
war in sneeding up political evolution in the Far East dependent
areas and the consequent, inevitable Nationalist triumph.”’
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.12 India may take Kashmir issue to Securit Council--US Charge
. Donovan reports from New Delhi that the Government of. India ki
. delivered 2 note to the Government of Pakistan requesting that
~ Pakistan deny to the Kashmir invaders “all access to and use.
.- Pakistan territory for operation against Kashmir, all military and i
_ .- other supplies, and all other kinds of aid which might tend to pro- R
... long the préesent struggjle,"’f The note adds that, failing a satis-
' factory response, the ‘GOI will be compelled to take such action, -
- with due regard to its rights and obligations as a member of the UN,
. ~as it may consider necessary to nrotect its own interests, and those
P ~ of the people of Jammu and Kashmir.,” The Secretary General of
' the Indian Foreign Office told Donovan that: {2) he sees little hope
of agreement between India and Pakistan on the Kashmir question;
- (b) uniess a favorable reply to the Indian note is received before _
+ - the end of December, the GOI will nresent the matter {o the Security o,
Council; and (c) the GOI will not permit adjudication of the issue by o
the UK or any other member of the British Commonwealth, o

2. Embassy Athens comments on “‘free’’ Greek government--US Embassy

' Athens reports that the significant features of the announcement of
the “free™ Greek government are: (a) failure to include any non-
Communists in the cabinet; (b) failure to identify the seat of the gov-
ernment; (c) emphasis on special friendship with the USSR and the
Balkan neighbors; (d) the reference to full equality of minorities
within Greece; and (e) the ‘“‘ominous reference’ to the organization
of a “‘democratic air force.” The Embassy adds that the long-term
significance of the announcement depends on whether the government
is recognized by one or more of the Satellites and/or the USSR and
the guerrillas receive substantially increased aid. The Embassy o &=
cxpresses the opinion that ‘‘developments along these lines’’ will . =
occur gradually, their precise nature and rhythm depending on the ~ B
Soviet estimate of probable US and world reaction, : :

L4

3. Yugosiav reactic: toward “free’’ Greek goiremmenthugosla.v Deputy
Forelgn Minister Levie: has nrofessed to US Ambassador Cannon in

.

 Belgrade that he doss no' know whether Yugosiav recogaition of the
'w . B Docun;ent No. 077/
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“free’’ Greek government will be ‘‘early or deferred.”’ Bebler
supposed, however, that ‘‘it would be logical to break with Athens
eventually denending on circumstances,  Bebler described the
Greek situation as a ““regular civil war’’ on which neighbors are
entitled to take a position. Bebler was clearly impressed when
Cannon vointed out that if the Markos regime were recognized by
nearby states, the world at large would consider Yugoslavia ““In
the fotefront with large responsibilities for the consequences.”

EUROPE

BELGIUM: Spaak critical of democratic leadership--US Charge
Miilard revorts that Premier Spaak has exnressed to him a pessi-
mistic view of: {(a) the lack of energetic leadership among the
democracies as compared with the “‘positive activity and vigorous
nlans of the USSR”’; (b) the apparent lack of planning which preceded
the CFM; and {c) the probabiliiy that France and other European
countries would be unwilling to make the saerifices necessayy for
domestic recovery without firm pressure from the US.

UK: Reported views on Western position in Berlin--According to

US Embassy London, a high Foreign Office official belleves that

“‘some reparations, however limited’’ should be given the USSR
to prevent Soviet officials at least for a time from creating in-
tolerable conditions for the U3, the UK, and France in Berlin. The
same official believes the Western Powers should carefully review
their nosition in Berlin, and if any doubt exists that their position
can be mointained they should withdraw and make a public stage-
ment bla:»ing the USSR, Otherwise, the official believes, an in-
tolerable sZ::ation would be created, if the Western Powers announced
they would »emain and then were comnelled to withdraw. The same

‘official has alsoe advised the Embassy that he believes a central

orovisional government should be established immediately for the
Western Zones at Frankfurt and its provisional nature widely pub-
licized, ,
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Fovever, Ambassador Murphy reports from Berlin that the
cbove views are contrary to his understanding of Foreign Minister
Be7'n's attitude on the establishment of a central government.
*urohy disagrees with the view that reparations should be paid to
the 23R to obtain respect for the four -power agreement authoriz-
ing “he nowers to occupy sectors of Berlin. '

ITALY: NoUS %bjections on Soviet trade talks--The Department
of 3iate has authorize Ambassador Dunn to inform the Italian

Government that the US sees no reason why Italy should not enter
into trade negotiations with the USSR as currently nlanned (see
Daily Summary of 18 December, item 2),

Approved for Release: 2018/09/26 C02643633
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FRANCE: Bidault also requests military talks with US--Foreign
Minister Bidault has reuerated to US Ambassador Caffery Armed
Forces Minister Tietgen’s recently exvressed desire for m!litary
conversations between France and the US (see Daily Summary of

22 December, item.4). Bidault likewise obgerved that France .
“by deﬁnitely aligning itself with the West’’ and ‘‘by arresting and
exvwelling Soviet agitators’’ has exvosed itself to possible Soviet- -
renrisals. He added that the Government is nlanning a further ’
nurge of ‘‘dissident elements’’ from the French Air Ministry, in-
cluding Chief of the Alr Staff Major General Plollet.

GREECE: ‘“‘¥Frec’’ govern:aent reported in Serbia--Greek Charge
Pappas has told 03¢ harge Bruins in Drague that he has ‘“‘reliable
information’’ that tae “free” “‘reek govornment is located in
Serbia. Bruius cersiders Fapsas “usually well informed.”’

- Greek morzale lowered by announcement of Markos regime-~

Us "‘harge Rankin reports from Athens that ,the announcement of
the ‘““free’’ Greek govarament has made a “surprisingly strong

nsychological imwact’’ on the Greek man in the street. Rankin adds
that the nroclamation cast a pall of gloom over Christmas festivi-
ties and caused some sveculation as to the orosnects of (a) the
hombing of Athens; (b) uprising and sabotage in the capital; and
{¢) the ab‘mdonm@nt of Greece by the US. There is little confidence,
Rankin adds, that thb U’% wm take effective counter-measures in
the event that thm ‘free’ regime is recognized by the Satellites

Prime Mmistor stresses need for arms--Rankin also reports

. that Prime Minisber Sonhoulis has emnhatically reiterated his plea

for an increased sunnly of US automatic weanons and artillery which,
the Prime Minister says, “must be in the hands‘of the Greek Army

. before Anril if catastronhe is to be averted

-
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SPAIN: Embass comment on US polic toward Spain--With reference
to the State Department’s recent review of US policy toward Spain, .
US Charge Culbertson observes that: (a) Franco will not Substantially

- modify his regime so long as the US and other powers insist on his

0 :

personal elimination; and (b) if these powers seek a cooperative solu-
tion with Franco, ‘‘pressure would be so0 great that Franco would '
liberalize and in time be eased out of power.”’ Culbertson therefore
Suggests that the US convince all elements including Franco of *‘the .
practicability of cooperative solution and long-term democratic
results’’ and implement present US policy by a willingness to con-

‘sider now “governmental assistance coordinated with private credits,’ -

(CIA Comment: CIA believes it most unlikely that Franco will
or can substantially modify and “‘lberalize” his regime.) .

ITALY: “‘Deposit’ of eritical US arms suggested--US Ambassador -
Dunn reports that an existing critical shortage of funds and foreign
exchange is likely to reduce seriously the amount of military equip-
ment and ammunition for which the italian Government can pay.
Italizn military officials have suggested to Dunn that the US ‘“‘deposit™
in Ttaly such arms as might be needed by the Government to check
any Communist revolutionary attempt and thus permit the Italian
armed forces and police to pay for only those {tems actually usad.

Dunn suggests instead that: (a) critical military items be
“deposited’’ in US-occupied Zones in Europe and made ready for
rapid shipment to italy; and (b) some consideration be given to air
delivery of this emergency military aid. He observes that “the out-
come of the early days of the fighting would be all-important.’’

- GREECE: Friction within KKE reported--US Embassy Athens re-

_ports that there is “some supporting evidence ' for current stories

in the Athens press alleging recenf friction within the KKE (Greek .
Communist Party). The press accounts suggest that the establigh-
ment of the Markes regime marks 3 victory for the “‘internationalists’’

;
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over the “ratiopalistas’ 1 MKE. Tha ctories allege that the “‘irizr-
natimmalisis’’ have agreed to the incerporation of Greek Macedoni:
into the Yugoslav Federsl REepublic as a condition for the authorizi-
tion and recognition of the *’free’’ Greek government by the Balkan
Coxmunist states.

7

\

4. SWEDEN: Government to request US financial ajd--US Ambasezdor
Matihews reports that the Swedish Government has agreed in principie
to authorize its financial ndviser to the Foreign Office (now in Wash- |
ington) to ask for US financial assistance (see Daily Summary of
22 December, item 8).

- According to Matthews, US refusal to grant a loan: (a) weuld
be interpreted as US disepproval of Sweden’s postwar economic and/or
political policies; and (&) would result in ‘“‘“keen disappointment and
some resentraent,”’ which might prove salutary because a deterioration
of Swedish economic conditions might demonstrate that Sweden’s future
is more closely linked to the West than certain Swedish officials have
been prepared to admit. Matthews does not think that such dsteriora-
tion would result in a serious increase in Communist strength in the
country. In Matthews’ opinion, a US refusal might also remove Swedish
complacency toward the European recovery program.

NEAR EAST-AFRICA

5. TURKEY: ‘‘Free’’ Greek regime regarded as test of resistance--US

Ambassador Wilson reports that Foreign Minister Sadak has expressed
concern over the formation of the “free’’ Greek government, which
Sadak regards as an example of the familiar Soviet technique of probing
for wealmess. The Foreign Minister expressed his belief that if the
USER concludes that the Satellites can recognize and support the
Markos regime without great risk, it will “‘move in rapidly”’ and the
situation will then become extremely grave. Sadak added that, in his
opinion, only a prompt declaration of US interest in maintaining the
freedom and independence of Greece can prevent the development of
such a dangerous situation. ' :
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FAR BAST

FIC: French fall campalza enis--US Consul Hanoi reports that from
all appearances the ceiive military operations in north Indochina
enc 2 2bout the middle of December. Heutral observers do not believe

that »n majority of the Viet Mink troops were destroyed or even engaged,

as the French have claimed. They also doubt the French clzims that
thz greater part of the Viet Minh supplies have been destroyed or that
Fronch casuaities have been as low as reported. The Consul expects
Frcnch losses to continue as a result of increased Viet Minh action
foilowing the onset of bad weather.

THE AMERICAS

. NICARAGUA: Dominican recosnition accorded-~-The US Charge in

Mancgua reports that the Nominican Go gernment has recognized the
Romeon v Reyes regime.

(CIA Comnrsut: Other Latin American Republics may now be
expacted to follow the Dosninican Government’s lead in formally recog-
niming the present Nicaraguan regime.)
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UK plang steps concerning ‘‘free’’ Greek government-~A UK Foreign
Office official has informed US Embassy London that the UK proposes
to take the following steps concerning the Markos regime: (a) instruct
UK representatives in Belgvrade and Sofia to inform the Yugoslav and
Bulgarian Governments that ‘“‘by no stretch of international law can
the Markos group be considered to have the rights even of a bhelligerent,
and therefore it does not have the status of 2 government’’; and (b) in-
siruct the UX Ambassador in Athens to urge the Greek Government
not {o suppress mdiscrimmatezy uaon-Communia‘i: leftist parties but

to endeavor to persuade leftist ‘‘splinters’ to condemn the Markos
group. The offjcial sam that While Satellite recognition of the Markos
;eg;me would create a ‘“iricky”’ situation vis-a-vis the UN, he thought
that “‘the Greek Governwen? couvld zsk the US or the UK ¢o send troops
to Grecce to assist it in resist ng aggression.”’ The officlal also ex-
pressed the opinton that recogrition of the Markos regime might take
place In stages, and (hat Albanie, stizl w lmwally at war witn Creece,
might be the first (o accord recognition “‘as a test.” -

. Reported Satellite Intentions in Greece-~The US Militazy Attache in

Belgrade belisves that the anncuncement of the ““free’ Gresk govem—
ment strongly implies imminent recognition by the Satellites. The MA
considers that the USSR and its Satellites will “‘do everything to esta?o-
lisha Cognmuniqt Government in Greece shert of bringing on World
War II1.'" He exzpects the Sotellites successively: (a) to step up con-
siderably shipmentc of materiel and @upo?.ies (b} to assign military
mis °icns to the * frea government, ‘‘thereby adopting a “Truran
cootrine’ for Markes’'; and {c) to supply more volunteers and perhaps
international bmgades.

EUROPE

. GREECE: Stroag Greek army effort necessary for relief of Koaitea--

According to US Embassy Athens, the Greelk Commanding Cfficer of
the Jannina area believes that the current guerrilla operation against
Konitsa is the work of Soviet and Yugoslav experta rather than of
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Cyzek amositeurs because it is so well planned and executed. The
stant US Military Attaches believe that Konitsa can be relievad.

L3 ey point out that: (a) the operation will require additional re-
I3 *rcements and a strong effort by the Greek Army; and (b) if the
roaration is successful, the resulting concentration of the Greek

i3 m around Konitsa will leave Jannina ‘‘badly exposed.’’ The Greek
{oamanding Officer also declared that Greek Army casualtiee have
pzza exiremely heavy and that guerrilla ammunition is apparently
unlimited.

TRIESTE: Yugoslavs press for early appointment of Governor--US
firhassador Dunn reports that the Yugoslavs are exerting pressure
o fhe italians for early agreament on a candidate for Governor of the
Bogs T Territory of Trieste. Dunn believes that this pressure reflects
~oslavia’s desire to get US and UK troops out of Trieste and has a
deiinite bearing on Yugoslav and Soviet intentions toward Italy.
"1 adds that the UK Ambassador has hinted to De Gasperi that the
X “weuld not be at all sorry’’ if Italo-Yugoslav discussions regard-
Ing a Governor came to nothing.

22!

iTALY: Anti-Communist moderates considering split with CGIL~~The
US Military Attache in Rome reports that the Christian Workers Union
is planning a congress in January to discuss the present policy of the

Ttalizn General Confederation of Workers (CGIL) and the establishment

of a movement similar to the new Force Ouvriere in France. The Attache
v2lieves that such action may lead to the secession of all moderate labor

groups from the CGIL, which Would then be composed only of leftist
exiremists.

(CIA Comment: The withdrawal of anti~-Communist elements
irom the CGIL would deprive the Confederation of only about 18% of its
present membership. As the secessionists would be primarily white
collar workers, their defection would not, in the immediate future,

~veduce the CGIL’s capability for mstigating a paralyzing general strike,

On the other hand, a new anti-Communist labor movement could serve
as a nucleus for a far larger anti-Communist labor group which in

time could neutralize the capabilities of the Communist-dominated CGIL.)

Approved for Release: 2018/09/26 C02643633

- - i ETeE i ]
R HER TR AN el

T T e wmma e b



Approved for Release: 2018/09/26 C02643633

8. UK: US statement welcoming UK-USER pact suggested--The UK

Foreign Office has told US Embassy London that the public does not
sufficiently recognize that the recently signed UK-USSR agreement
fits in with the purposes of the Furopsan recovery program. Accord-
ing to the Foreign Qffice, the agreement has been interpreted in some
quarters as a UX move to reorient its trade from the US to the USSR.
A Toreign Otffice ofiicial believes that a formal UT statement welcom-
ing the agreement in connection with the recovery pregram would be
most helpful in Europe.

NEAR EAST-AFRICA

. TRANSJORDAN: Covernment’s resignation may impair Arab solidarity--
US Consul General Macatee reports from Jerusalem that Transjordan’s
Prime Minister, Samir Rifal, has resigned and King Abdullah has re-
quasted former-~Premier Tewfic Pasha Abul Huda to form a new govern-
ment. The resignation morks the culmination of a feud between Abdullah
and Samir Rifai,

(CIA Comment: This development may threaten Arab solidarity
as Samir Rifai, unlike King Abdullah, has unequivocally supported the
- Arab League’s Palestine policy. The new Prime Minister will be more
amenable to the policies and personal wishes of Abdullah.)

. INDIA: British fear Indian attack on Pakiston--According to US Em-
bassy London, Undersecretary Patrick of the UK Commonwealth Rela-
tions Oifice regards the recently-expired Indian note to Pakistan con-
cerning Kashmir (see Daily Summary of 26 December, item 1) as an
ultimatum and fears that it will be foliowed by an Indian attack on
Pakistan within the next few days and by a complaint to the Security
Council./ Although Patrick believes some concession by Pakistan might
relieve the tension over what India regards as inverference in its »
integral territory, he points out that Dakistan has asserted its inability
to control the Moslem tribesmen who have invaded Kashmir in a spirit
of holy war. He also believes that the Sikhs might get out of control
and thus force an inter-dominion struggle. Patrick adds that although
the immediate withdrawal of British officers from the armies of both
dominions following outbreak of hostilities would “‘cripple’’ Pakistan’s
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Army, the larger Indian Army is at present overextended so that Pakistan
would not be immediately overwhelmed. He stated his belief that Af-
ghanistan would probably make an alliance with Pakistan and that the
USSR also would probably take Pakistan’s side. According to Patrick,

the 3ritish position has not yet been formulated.

{CIA Comment: Sikh ambition to regain lost territory in the
West Punjab may prove a critical factor in the present situation. A large
concentration of Sikhs near the India-Pakistan boundary suggests that the
Sikhs may have determined to precipitate a conflict. In the event of hos-
tii‘ties, Moslem tribal support might enable Pakistan to gain an initial
sucgess over the overextended Indian Army despite the withdrawal of

. British officers. CIA doubts that the USSR would align itself with

Takistan, because India is more receptive to Communist do¢trine and
would have greater longura,nge value as an ally.)

- FAR EAST

PHILIPPINES: Immediate upricing reported cancelled--The US Command-
ing General in the Philippines reports that the probability of an immediate
uprising has bean greatly lessened by apparent action of Communist
lezders in cancelling what promised to be an initial outbreak on Christmas
eve. Through a well-informed and reliable source, the Commanding
General has learned of recent conferences between three Communist
leaders and the President of the Philippine Senate during which: (a) the
Communists were informed that the Philippine Government was aware

of the plans for revolution; and (b) the participants discussed possible
Communist proposals to the Philippine Government regarding a compro-
mise settlement of the Central Luzon situation. Following these meetings,
it was reliably reported that plans for the uprising were suspended. The
Commanding General warns, however, that the dissidents do nct appear

to have abandoned their origﬁnal intentions, and that future action is a
possibility.

{CIA Comment: CIA believes that conditions favorable te revolu-
ticn exist in the Philippines, and that sporadic outbreaks and rumors of
revolt will continue.)
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CHINA: Prospects for fall of Mukden--US Consul General Mukden
reports that the current Communist offensive in Manchuria apparently
is designed to basten the fall of Changchun and Kirin and is not aimed
primarily at the capture of Mukden. He considers, however, that in-
ternal revolt, deserticns, or fifth eolumn activity may cause the fall
of Mukden within weeks or months. He expects that if the Nationalists
and Communists are able to negotiste an evacuation of the city, the
tronsfer of authority may be orderly, otherwise he belicves it likely
that the turnover wiil be ‘‘wild and bloody.”

-t
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i Tugoslavia--US Embasay Athens reports that the
el Government iaf preseated a note to the Yugoslav Legation pro-
by the Belgrade press and radio

The note also states that Greek

teating the dissemination of news
designed to tastigate revolt in Greece.

awthorities have evid

ence that the rebel radio

is established on Yugoslav

tepritory. The note concludes that:
of “‘the support given by the Yugosle
the bandtt Markes and his following’

{a) there can no longer be any doubt
w Goverament to the rebellion of

*. and (b) the Yugoslav attitude is

contrary to the UN Charier and constitutes open intervention in the
internal affatrs of Greece. :

. Borly Yugoeslay recognition of Markos hinted--The UK Ambassador

in Belgrade has informed US Anhassador Canncn that he gained from
ihe “general stmosphere’” of a conversation with the Yugoslav Deputy
Ferelpn Minister the tmpression that “the Vugoslav Government 18
sontemplating early recogniticn of the Markos group.

Arabs turn to UK at expense of Ug--1U5 Charge Dorss reports from

Taghdad that, in view

of US and Soviet support of the partition of

palestine, the Arabs feel that the UK
they can turn {or assistaace.

He adds

is the only big power to whom
that the USSR has never inspixed

friendship and that the US now

“pag let the Arab world down' to such

. GERMARY:

an extent that the Iragis consider the U unfriendly.

BUROPE

Continven Soviet pregsure on poiitical opposition--US
Dolitical Adviser Murphy reports that in a further move to cust the
eadership of the Christian Democratic Union (CDY) in the Soviet

Zone, the Soviet Military Administration has simuitanecusly: (a) recog-
nized a new party executive; and {b) named now editors and a new licensee
for the CDU Berlin paper and authorized an increase in the papen"s cir-

culation from 50,000-125,000. Murphy adds that the recently ousted
party officials, Kaiser and Lemmer,

-

still consider themselves legitimate
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CDU heads and have been cmﬁex‘ﬂng with CDU officials from the
Soviet and Western Zcnes; these offictals have not yet reached a
decision regarding dissolution of the party in the Soviet Zone.

Expected Soviet efforts to oust West from Berlin--US Am-
bassador Smith shares Ambassador Murphy s misgivings over the
reported UK suggestion that ‘some reparations’’ be given the USSR
. to keep Soviet officials from creating intolerable conditions in Berlin ,
for the Western Powers (see Daily Summary for 26 December, item 5).
Smith considers that any such attempt to appease the USSR would dis-
regard ‘“what we have learned from experience in dealing with the
USSR.”’ Smith also anticipates that Soviet officials in Berlin will
undertake 2 “‘notsy campaign’’ and make conditions as unpleasant
as possible to “‘scare’’ the Western Powers into evacuating the city
(see CIA Special Evaluation No. 23, 22 December). Smith believes,
hewever, that the Kremlin will not push matters to the breaking
point on any European front,at least until the USSR has further con-
solidated and organized the Satellite economies and military estab-
lishments. .

. FRANCE: France desires improved relations with Franco Spain--

An official of the French Foreign Office has told US Ambassador
Caifery that, in view of the Cominform Declaration and the recent

- activity of French Communists, France wishes to improve its rela-
tions with Franco Spain. As a step in this direction,the French hope
to begin official conversations with the Spanish in January looking

to the gradual reopening of the French-Spanish frontier and the eventual
resumption of normal commercial relations between the two countries.
Caffery’s informant observed that because of open Communist efforts
to take over western Europe, France must strengthen its relations
with both Spain and Portugal, as well as its cther neighbors.

. USSR: No evidence of seﬂous food shortages in Moscow--US Embassy
Moscow reports that, although certain bottlenecks have retarded dis-
tribution, there is no evidence of serious food shortages in Moscow.
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Although the people fezr that the present availability of goods in state
siores may not continue, there has been no increase in the state-con-
irciled prices established at the time of the recent monetary decree.

NEAR EAST-AFRICA

TURKEY: Arab requests for arms refused--Foreign Minister Sadak
has informed US Ambassador Wilson that requests for arms made by
representatives of Arab states have been refused by the Turkish Gov-
ernment. Sadak informed the Arabs that: (a) such supply would place
the Turks in an ‘“impossible’’ position with regard to the US, which is
now suppiving arms to Turkey and which supported the UN decision to
pariition Palestine; and (b) such aid would be a violation of Turkey's
obligations as a member of the UN. .

PALESTINE: zritish to intercept PAN YORK and PAN CRESCENT--
US Consul Macy reports from Istanbul that the Briiish have stationed
a frigate and two destroyers at the exit of the Dardanelles (with a
cruiser avallable for boarding operations) to intercept the Zionist
{mmigrant ships PAN YORK and PAN CRESCENT. (Accordingtoa

CIA source, the two ships are due off the Palestine coast on 1 or 2

january.)

THE AMERICAS

PARAGUAY: _Possible assumption of extraordinary powers by Morinigo--
US Embassy Asuncion has been informed by the Argentine Ambassador
that Finance Minister Gonzalez, the Government’s candidate for the
presidency, has so mtle support that he could only hold office as a
‘‘Dresidential puppet.’’ The Embassy’s source added that a group led
by Foreign Minister Vasconsellos is now seeking a formula whereby
Morinigo can assume extraordinary powers until he can call for new
elections and hold a new convention to elect his successor.
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