46. Daily Summary Excerpt, 1 December 1947, Reported Communist Drive to Seize Power
in France and Italy

1. Reported Communlst drive to seize power in France a.nd Italy--US
Ambassador Dunn in Rome has received [ .

] 2 document, which the [ 'Jevaluates
**authoritative,”’ relating to a recent special Cominform conference
in Poland. According tol_ 7, the document indicates that: (a) the

Soviet Politburo is directing a coordinated all-out Communist cam-

paign to take over the French and Ralian Governments by violence
rather than constitutional methods; (b) although the initial emphasis-
is apparently on the use of genera.l strikes timed to block the opera-
tion of the European recovery program, the Communists will not be
restricted to this method; (¢) the campaign is personally directed
from Moscow by Zhdanov, secretary-general of the Soviet Commu-
nist Party, through his “‘personal representative,’”’ Foreign Minister
Ana Pauker of Rumania; (d) Mrs. Pauker is a member of 4 new. -
special committee in Belgrade--composed of representatives of the
Soviet, Yugoslav, French, and Italian Comimunist 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
finaneing, food, and military stores--in order to carry out its cam-
paign effectively.

(Cia Comme_nt: CIlA 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
on the US Congress the urgent need for countermeasures against

-Soviet plans; {b) a Cominform device {o stimulate activity on the part

- of the Italian and French Communists 'and does not reflect any real

- intention to take the course indicated; or (¢) an authentic and accurate
indication of Soviet plans, which have as their maximum objective Com-
munist seizure of the French and Italian Governments and as their ,
minimum objective the creation of such economic and politi¢al chaos
in France and Kaly as will preclude the successful implementation of
the Europea.n recovery program.

(CIA does not believe that the French or Italian Communists
"are capable of seizing control of their respective Governments without
material outside support. The supplying of such support, however,
would involve the risk of a major conflict for which the USSR 1is presently
unprepared.) oo
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47. Weekly Summary Excerpt, 2 December 1947, Results of Communist Strikes in France

RESULTS OF COMMUNIST STRIKES IN FRANCE

The defeat of the crinnling Communist-led strikes in France
. 1s the result of vigorous and effective action by the Schuman Gov- =
ernment and the growing split in French labor between Communists
- and non-Communists. The Govemment has gained in prestige through
its victory over the Communists, Communist prestige and support
have been correspondingly reduced and the Communists have suffered
a sethack in their aim fo wreck the French economy. However, they.
" have caused a serious loss in production of coal and other’ industrial
nroducts which wiil adversely affect the European recovery program,

Although the French Communists have been defeated in their

first effort to employ against the Government the full economi¢ '_ A
power inherent in their control of labor, they can be expected to con--

 tinue to wield economic power for political gains, Their objectives e
remain unchanged: to wreck the French economy, to render US aid .
ineffective, and eventually to assume control in France. The Com-~

_ munists nrobably will not launch widesptead strikes again in the -
near future, but they will continue to exercise their capability to
dislocate the French economy by sabotage and violence. Under
direction from the XKremlin, they may even engage in such direct
action as to cause their Party to be outlawed ih France but, even in

- that event, they will be capable of disruptive clandestine action. '

’ In any case, the newly-strengthened Schuman- Government =
will face difficult tasks in the months to come. While trying to pre- .

. vent further work stoppages the Government must: (1) seek to over-.
come the serious economic setback resulting from the recent strikes;

* {2} resolve anticipated disagreements between Socialists and Radical
Socialists in the coalition regarding methods for economic recovery; .
and (3) weather the adverse effects of 2 hard winter and the unpopular

. measures-which it must take to combat inflation, If the Government -

. can succeed in all these respects, it may be able both to defeat the
Communists and to remove the possibility of De Gaulle’s return to .
power. If Schuman fails, a Gaullist solution will become probable,

~and Schuman’s vigorous action against the Communisis will have pre-

, vented them irom forcing De Gaulle to power prematurelyb
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48. Al?ai_ly Summary Excerpt, 4 December 1947, France: Communists Increasing Violent
ction

EUROPE

4. FRANCE: Communists increasing violent action-:
** I 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. L.

“1sdid that such actions might eventually cause the Government

to outlaw the Communist Party. [ T} 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 Atuu:he Paris are skeptical of this con-
clusion, They consider that{" " Tperhaps exaggerates the
present importance to the Kremlin or the French Communist Party.

{CIA Comment: In its etiorts 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. If 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 unexpectediy rapid progress of the Marshall program has
upset the timetable.of the Kremlin and forced this desperate action
as the last available countermeasure,)
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49. Weekly Summary Excerpt, 5 December 1947, A Revival of Soviet Designs on Iranian
Azerbaijan

A revival of Soviet designs on Iranian Azerbaijar is in-
dicated in the USSR’s stepped-up propaganda carmpaign against
Iran, following the sharp exchange of notzs on the oll question
at the end of November. Soviet agents are increasingly active
in Azerbaijan; the official Soviet press and radio are again pro-
moting “‘independence’’ for Azerbaljan; and the clandestine radio,
in its appeals to Kurds and A'zerbaiganians, states that the
struggle for the province will “‘now ' begin. Moreover, the un-
corfirmed report of 2 planned invasion of northern Iran by Soviet-
organized Iranian minorily elements specifies that the drive will
begin on 13 December, the first anniversary of the recapture of
Azerbaijan from the autonomous, pro-Soviet rebels. Meanwhile,

_the Iranian Cabinet has resigned because of disagreement with
Prime Minister Qavam over domestic policles, and it appears
that Qavam himself will soon be forced out of oifice.

- it -

158



50. Daily Summary Excerpt, 9 December 1947, Korea: Future Soviet Tactics in Korea

FAR EAST

8. KOREA: Future Soviet tactics in Korea-- has been
told by 2 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
Eorean government ‘‘according to the desires’ of the Noxth 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. - : : -

{C1A Eomment: The North Korean Peoples Council is now
preparing a “provisional Korean constttution’’ 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,) '

SECRET
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51. Daily Summary Excerpt, 13 December 1947, De Gasperi Fears Communist
Insurrectionary Action

13 DEC 1947 |
558.

GENERAL

1. Pe Gaaneri fearq Communist msurrectionary actxon--According to g
US Ambassador Caffery in Paris,Premier De Gasperi has informed
the French Foreign (4fice through the Italian Ambassador at Paris
that the situation in Kaly is very serlous and that De Gasperi fears -
the Italian Communisis may resort about 20 December to some form
of insurrectionary action particularly in North Raly. De Gasperi
belleves that his Government can eventually put down a revolt but
that, if the Ialian Communists receive substantial help from the -
French Communists, the Ttalian Government’s ability to deal with
the Halian Commum sts would be serlously impaired, De Gasperi
therefore oronosed that immediate contact be made between French
and- Italian military and civil intelligence with 2 view to thwarttng
the Commumsts in both countries. o

Caffery has been reliably informed that the French hav .
agreed to the nroposal and contact has already been established as '
suggested, ;

(CEA Comment: In view of the existing inadequncies in arms
and equipment of the Kalian Army and security troops, CIA believes
that the Italian Communists at present have the capability of obtain-

ing temporary control of Nerthern Italy. K the Ralian Communists
receive material assistance from the French and/or the Yugoslav

Communists, the Iialian Government would probably not be able to
regain control of North Haly unaided.)
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52. Weekly Summary Excerpt, 19 December 1947, Prospects for Additional Cominforms

~FOP-SEEREF—

PROSPECTS FOR ADDITIONAL COMINFORMS

Despite persistent rumors of the imminent creation in the
Tar East and in Latin America of companion organizations to the
Belgrade Cominform, it is exivemely doubiful that the Soviet Union
intends to set up such overt region2l organizations at this time.

The inclusion in the Belgrade organization of only major
Furopean Communist parties indicates that the Kremlin regards
considerable local Communist party strength as a prerequisite to -
membeyship in a Cominform. A Cominform is neither a loose

“federation of Communist parties nor an organization devoted to
building local pariy strength; rather, it is the center for the direc~
tion of militant activity in arcas where Communist strength is
already substantial. Although the creation of additional regional
Communist groupings, particularly in Latin America, is a possi-
bility, there would be litile advantage at present to formation by
the Soviet Union of additiona! Cominforms. Furthermore, itis
difficult to believe that, from the Soviet point of view, the advan-
tages of Cominforms in Latin Ameérica and the Far East would
sufficiently compensate for the repressive measures which might
result from the open acknowledgment by loeal parties of their sub-
servience to Moscow, ' :

Establishment of a Far Eastern Cominform (already remored
to exist at Harbin) presupposes a radical change in Soviet Far Eastern
policy. In the past, the Soviet Union has scrupulously avelded iden-
tifying the Chinese Commumnist Party with Moscow,and it is highly
imprcbable that the Soviet leaders would, 2t this time, jeopardize
the Chinese Commbnist Party by acknowledging its comnection with
the world Communist movement,

The considerable curreat liaison between Latin American
and Buropean (especially French) Communist leaders, i3 bellieved
to represent nothing mere than normal co-crdination of Party poliey.
The USSR for the time being ai least cannot hope to offset the US
position of leadership in Latin America, and the role of Communist
parties in that area must necessarily be negative in the event of an
early East-West war. K i8, therefore, most unlikely that the USSR
will sponsor a Cominform in the Western Hemisphere.

-1 -

~FOP-SECREF~
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53. Daily Summary Excerpt, 23 December 1947, Czechoslovakia: Communist Drive
Expected in January

4. CZECHOSLOVAKIA: Communist drive expected in January--US

Charge [ Jin 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: (2) 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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53. (Continued)

Czechoslovak products vital to the USSR; and (c) President Benes,
who is exiremely popular and highly respected, would strongly re-
sist extralégal measures, - .
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54. Weekly Summary Excerpt, 30 December 1947, Prospects for Communist Action in Italy

PROSPECTS FOR COMMUNIST ACTION IN ITALY
The Ialian Communists are expected to instigate in the near

future a new wave of strikes throughout the country. These strikes .
ostensibly will be aimed to win benefits for the workers similar to

. those recently granted in Rome and Sieily. If the De Gasperi Govera-
ment demonsirates weakness in dealing with widespread disorders, -
‘the Kremlin may direct insurrectionary action before the national
élections in March or April. :

The potentialities for effective Communist employment of
force to further Soviet objectives in Raly remain undiminished, de-
‘spite De Gasperi's recent suceess in puiting down the general strike -
in Rome. Communist capahiiities for overt armed action are par- -
ticularly siroag in North Italy, where the Party has a iarge member-
ship, controls many ¢ty counsils and labor organizations, and com-
mands a partisan following estimated at 50,000 well-armed and 50,000
partially-armed fighters. The Communists apparently also possess
adequate truck transportation in that region. Against this foree, the
Italian Army andl security troops can place only limited strength,
inadequate in arms and equipment. Rightist semi-military forces are
beiieved to number only 20,000 at the most, and these are very poorly
eguipped for combat. Such Rightist forces would be more likely to -
impede rather than to increase the effectiveness of the Government
troops. o : '

If the Italian Communists, with assistance from the Communists
of France and/or of Yugoslavia, should seize control of North Ialy (as
is within their capabilities), the De Gasperi Government would probably
requive outside aid {o regain possession of the area, However, two
factors at present apparently militate against an iraminent Communist
coup: (I) the Communists have rict yet succeeded in creating a truly
“revolutionary sttuation’’; and (2) they do not appear to have given up
hope of winning the next elections. Neither the decision nor the order
for insurrectionary action, however, is likely to originate in Italy itself.
Such authority obviously rests in the Kremlin which will presumably
direct such action as it considers necessary to defeat the European
T2COovery program. -
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54. (Continued)

Meanwhﬂe, in order to weaken De. Gasperi 8 support the
: Communists can be éxpécted to exploit the dissatisfaction of the South
Tyrol People’s F’arty with the Government’s draft legislative pro-
visions for Italy's German-speaking population. Although De Gasperi
has not yet been directly charged with bad faith in implementing the
Austro-Italian agreement of September 1946 (for the local autonomy
of the South Tyrol), the issue is one which the Government must
handle carefully lest it increase the Communist following in an area
where Communist political and military strength already presents a
substantial threat. Dissident elements among the fouth Tyrolese -
could impede the Government’s efforts o regain control of North Italy,’
in the event of a Communist msurrection.

165




55. Weekly Summary Excerpt, 9 January 1948, Growing Soviet Interest in China

Evidence in the Mogcow press of growing Soviet interest
in China may foreshadow a more active Soviet role in Chinese
affairs, The USSR, however, is not likely at this to establish «
a closer relationship with the Chinese Communists It hag
glven renewed indications that it is not ready to abandon its

‘correct’’ attitude toward the Nanking Government in favor of
open aid to the Communists in China’s civil war. Increased
Soviet activity could, however, be directed toward obtaining
concessions from the Chinese including Chinese cooperation
with the USSR on Japanese peace freaty issues, or the extension
of Soviet influence in China’s border regions,

wif
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56. Daily Summary Excerpt, 14 January 1948, France: Alleged Communist Plan for
Military Activities

5. FRANCE: Alleged Communist plan for military activities-~
US Ambassador Catfery in Paris has obtained 1rom ¥French
Communist sources 2 report that the principa.l task of the
recent Italian Party Congress at Milan was to ‘‘coordinate _
military activities of French, italian, Swiss, and Spanish Com-

. munist parties,”” These sources say that the strategic plan,
which is to be placed in operation in case the Kremlin decides
that the international situation demands extreme action, would
place the southern littoral of ¥France under Communist control
from the Spantsh frontier to S\vitzerland and tn]and centers,
such as St. Etienne, would become Soviet bases’’ connected
with northern Italy., The informants add that the French and
Ttalian Communists admit tixat they were recently obliged to
make a ‘‘strategic retreat’’ and intend to reorganize in accord—
ance with lessons learned in the recent ‘“‘dress rehearsal in
France and Taly.

(CIA Comment: Although such a plan may have been .
considered, it is extremely unlikely that this plan would be im-
plemented nnder present conditions, CIA considers that such
a program will not be attempted unless: (a) Communist strate-~
gists estimate that the French Government is tao weak to re-
sist; (b) the Communists have gained control of northern Italy, -
from which area the operations in France can be directly
supported; and (c) it appears reasonably certain to the Com-~
munist strategists that such a move would not provoke US
intervention.
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57. Weekly Summary Excerpt, 30 January 1948, Soviet Policy in Eastern Europe

S

'_VIF 'POLICY‘IN ASTFRN EURO"E

_The. U SR has recently intensxﬂed its efforts to obtam
.direct mlhtary, _economic and political control over the East- SN
-ern “‘uropean Satellites, This intensification is revealed in oo
" the z‘apid conclugion of 2 series of mutual 4ssistance pacis, o
~now linking nearly all the Satellites, the signing of leng*range '
trade agreemenis by the USSR with Toland and Czechoslovakia,
~and the incredsing emphasis on the Cominform as the prmcipal :

- organ for the implémentation of Communis’c policy in the area,
The USSR will continue to strengthen its controls over the .+ -
Satellites but will take no action Whlch will either: (1) weaken
the direct ties binding each individual Satellite to the Kremlin;
or (2) run ‘counter to the X remim S nlan for u1t1mate absorpti n

ﬁes’_rin'th.e USSR; . :

media'te objective of the USSR 1s the organization of

a unified;«-mihtary foree in Eastern Europe for defensive purposes
“as well as for possible overt- support of the Markos regime tn -
Greece. “The Rumano -Hunganan mutual assistance pact nearly

. completes such a system of intertwining alliances between the <.~
Jatellites.: The reécent pacts have differed from those concluded
prior to' 1947 by the USSE with ™oland, Czechoslovakia, and” -

_ Yugoslavia in that they are dirécted against any attacker rather
than agairst “ermany alone. Moreover, the USSR is not’ directly

" involved.  The Soviet Union, therefore, has forged a military . -

. urea"pon which will insure united aatellite action in Greece should
the occasion warrant but will simultaneously minimize the nsk
of direct conihct betvveen the Us and the USSR . ‘

Although these pacts provule fcr sweﬂping economxc co- ;
"-ordmatlon between the pax-ticipqtmg nations, they do not presage |
“political or economic union in the near futux‘e,, Rather, they ..
‘representa tranaitory stage in the _development of the Saiellites
‘as. members of the USSR. . In audition to providing the machinery ‘
"for the mtegratxon of the Sateihte armed forces with the Soviet.

Army, these pacts can serve the US SSk as basis for propaganda
. designed gradually to minimize the traditional rivalries which -
. formerly divided, the Eastern European nations.

\
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57. (Continued)

ing. political and :
; con, ol over the Satellites through Communist Party channels. E
_AlthOugh the Kremlini may originally ‘have planned for an eventua
_;Balkan federation, recent evidence tridicates that this plan may:’
‘now be abandoned or its implementatmn postponed for some:time. |
The PRAVDA editorial of 28 January, which disavowed Bulgarian ‘
‘_Dre:mer Dimitrov’s predxction of a Balkan-Danubian customs L
union and eventual federation, may have been prompted by the
Kremlin’s reahzat%on that the many practical diﬁiculties ob- '-»,
stmettng consummatmn of such a plan made Dimitrov s speech -
premature Moreover, the Kremlin may have feared that announce -
ment of a Balkan federatxon would hasten acceptance of Bevm B
proposal for western European union. .. More¢ important, howeve
“the USSR probably daes not consider co itions in'the Satell;
“states sufficiently secure to permit any oosening’ “of the’ ties
binding the ‘Kremlin directly with each couniry.: -As long as .
Kremlin exereises through tke Cominform. ',;direct operataonal
.control over each Communist Party, unified Satellite action can
- be achieved move eﬁectively than by delegatmg thls authoriéy'
'to a federation head : L :

: In ootammg ecanomm control over the Sateﬂiﬁes the
USSR can gain greater advaniage by promoting direct Soviet-
"Sateilite trade than it can by encouraging. inter-satemte trade
.througha ‘formal federation. The recent long-term trade agree—,‘
ments: sigried by ‘the USSR with Czechoslovakia and Poland g
* indicate that the USSR does intend to integrate each Satellite
1economy directly with the USSR. Similarly, Soviet economic L
_exploitation of Hungary and Kumania is indicative of the desxre '
of the USSR to extract the’maximum economic ‘benefits from
"each couniry and thereby retard the growth of trade between
~the katelb.tes themselves. Such a policy, by insuring that each -~
- country’s economy is meéeshed directly with that of the USSK," A
will facilitate eventual absorption of the uatellites mto the
'Sowet Umon ' : _ .
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58. Daily Summary Excerpt, 13 February 1948, Possible Soviet Plans for Poland

18 FEB 1948
603

GENERAL

1. Possible Soviet plans for Poland--JS Ambassador Smith in
Moscow believes that the provisiors In the new Polish-Soviet
economic agreemant for ihe invest nent of capital equipment

by the USSR in Poland and in Polis h-administered Germany
veflect a long-range Kremlin decision ‘“‘never to let go of
eastern Germaay' and to develop Poland as the fivst Satellite
to be incorporated into the USSR. Smith adds that ‘“if the east-
west cleavage coutinues and deepeas, the absorption of Poland
might well fake place in the not too remote future,”

(C1A Comment: CIA concurs in the belief that the USSR
intends to hold eastern Germany and eventually to incorporate
the Sateliites into the USSR. However, because absorption of
Poland would increase anti-Communist opposition and add to
the security problem of the USSR, the Kremlin will probably
not order such a step until all latent opposition to such a plan ,

has been eliminated,) » ' i

This publication contains current intelligence exclusively and
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59. Daily Summary Excerpt, 19 February 1948, Czechoslovakia: Communists May
Precipitate Crisis

EUROPE

4. CZECHCSLOVAKIA: Communists may precipitate crisis--
US Charge[  * Qin Brague, in commenting on the current
political crisis in Czechoslovakia over the question of Com-
munist control of the police, expresses the view that if the
Communists regard a breakdown of the National Front coall-
tion government as unavoidable, they will precipitate it at -
once.[ believes that the Cormmunists would want to
utilize trade union meetings already scheduled for 22 Febru-
ary as a basis for public demonstrations.

(CIA Comment; CIA concurs in this estimate. The refusal
of the Communists to coriply with the recent demand of the Mod-
erates for changes in the police organization reveals that the Com-
rmunists believe continued control of the police to be essential to
their victory in the May elections.)
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60. Weekly Summary Excerpt, 20 February 1948, Soviet Expansionism in Korea

‘of the “‘draft provisional constimtion of Eorea’’
- of a Communist-instigated strike in South’ Korea as, a probest'
" against the UN Commission’s {‘illegal interference’’ with Korean
independence' and (3) the review at Pyongyang in North Kore

‘trained ,by Soviet advis
. 'Hand equipped with Soviet weapons. “The *'draft provisional:
[:-‘,constimﬁon ” which envnsages 2 regzme remarkably similar

L pe ple s representatives’’ of both North,and South Korea

Satal mags demonsiration at’ ‘@yongyang‘ ﬁ_j‘l‘Mamh fa .
 orean patriotic. hoimay) and will be 2 opted by a special’

g ;a;ssemmy oi the North Korean People s"Councit-in mid-March,
- "The questions of whether' ‘to hold a pleblscite in order fo secure:f';‘
g “popular approml” prlor to the adoption of the constitution and

. whether subsequently to extend formal recognition to the’ regime v
s owitl probably be decided by the Kremlin fn accord with political
-‘expediencya . : 5

Despite the relative complexity of these day-to-day S
: ,tactical manéuvers, the underlying trend in Korea remaing
clear. : Soviet intransigence and expansionism are driving
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61. Daily Summary Excerpt, 24 February 1948, Czechoslovakia: Estimate of
Political Crisis

 LUROPE

4. CZECHOSLOVAKIA: Estimate of political crisis--U3 Ambas-
sador Steinhardt reports that events have moved so rapidly
in Czachoslovakia recently that the sole restraining influence
upon the Communists appears to be President Benes’ constitu~
tional authority and his personal popularity, '

(CIA Comment: CIA believes that the Communists will
make every effort to preserve a semblance of legality in their
drive tc gain conirol of the government. However, the Commu--
nists are already so committed by their public pronouncements
and actions that it would be political suicide {or them to accept
a compromise which did not enable them to reiain sufficient
power, including control of the police, to insure a Communist
victory in the May election,)
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62. Weekly Summary Excerpt, 27 February 1948, Communist Coup in Czechoslovakia;
Communist Military and Political Outlook in Manchuria

TOPSTERET

COMBMUNET COUP ¥ CZ2ECHOSLOVAKIA

The establishment of a Communist police state in
Czechoslovalkia has further diminished the possibility of a
compromise in Furope betwesn the ideniogies of the Krem-~
Iin and the principles of western demotrracy and individusl
freedom, Such a compromise had apparently been achieved

Cin Czechmiov*?va where Communisis and non-Communists
had nearly equal power in the coalition Government, where
the majority of the reome aporoved of many f‘ommunis&
aconomie pelicles, and all parties were willi ng {¢ fokllow the
iead of the YSER m matters of foreign policy, The compro-
mige was shaliered, however, by the refusal of the non-
Commrmists to permzé contimned Communist control of the
police and by the Communist realization that an electoral
ﬂctory was lmpossible without this contrel. The coup, there-
fove, reflects the refusal of the Communists to settle for any-
thmg less than complete control and thelr conviction that such
dominance could never have been achieved under a ireeiy
opcraﬁng parlia menmry form of government.

- ‘The ease with which the Communists effected the

coup veveals the extent to which they had been paving only

lip service to the freely-elecied conlition Government which

has been in power since 1845, Having won the key cabinet

posts in the May 1945 elections (Premiership, Interior,

Information and Finance), the Communists have since steadily

extended their conirol of the positions neceszary for selrare

of the goverament. By zaining direction of the Mmistry of

National Defense through the appoiniment of General Svobods,

a willing Communist feol, the Cormmunists were ahie to ﬁcutr-ﬂ-«

ize the army, Communist command of labor was effectively imple-

mented through the National Trade Union Or ganization., Despite
these basic preceguisites for 2 coup, the séizure of power by

the Communists would have been more difficult if they had not

already galned a majority position in provincial, ca&y, and

village loeal governing bodies and had not or gémizcd ‘action

committees” composéd of trusted Communist Party members,

Through these organizations, the Communists were able to seize

physical control of all national and local government offices,

-t -
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62. (Continued)

factories, newspapers, radio ciations, and virtually every
important public or nrivate instituiion in the country, The .
aceeptance by President Benes of the new Communist
cabinet, thereiore, represented little more than 2 formal
acknowiedgment of a fait accomnli, )

The Communist Parly can now stifie any remaining
osition in the country. The five representaiives of the
HModerate parties included in the new cabinet have been
zssigned minoy positicas and will act as willlng Communist
supporters, The Communists will Hauidate a1 offective '
opposition through a series of “ireason’” trizls and will
rapidly compleis the communization of the nstion’s economy.
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Assumption of power by the Communists will have
a disrepting effcct, at least temporartly, on the nation’s eco-
nomy. For political reasons the Communists will be foreed
to Houidate wmany anti-Communists from key managerial
and technical positions in indusiry, and substantisl indusirial
and economic sabotage will undoubtedly deveior. Bécause
the mation s highly indusirislized sconemy is depandent
upon the iraport {rom the West of raw mwaterials and mackin-
ery uot shizninable in eastern Furope ov the USSR, Czecho-
slovakia will continue to trade with western Burope, although
possibly on a decreased seale bacause of the decrease in
totzl prodoction, :

“The Communist coup will have Jitile effect TRon
Cuecaosiovak foreign volley which hog conaistentiv {ollowed
the lead of the USSE, The coup may, however, have political
repercussions in weslern Rurope, In Franece, Waly, and Ger-
any, the existing political divisions prehably will be intensi~
fied because the non-Communists will be move determined to
vrevent Communist participation in the governments of these
covniries. Meanwhile, Communist morale in westera Eurone
will be tmproved by the Kremlin'g suceess in C'zechosiovakia,
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62. (Continued)

COMMUNIST MILITARY AND POLITICAL
CUTLOOK IV MANCERURIA

The Chinese National Government’s miltary sttuation
in Manchuria contioues to grow more precavious. Present
indications are that, without adegunte supplies or reinforce-
ments, the Nationalists cannot maintain thelir present garzi-
sons in southern Manchuris which have been marconed for
some time. Consequently, despite the recent resrganization

. of the Nationalist command in Manchuria, the Natfonalist

foothold centering around Mukden probably cannot survive
for a pericd of more than six months withott the delivery
of sabstantial outside aid. :

, i Mukden fails, National Government influence in
Manchuria will be destroyed and control will pass to the
Communists whko will then be able t¢ move more troops to
Chinz proper. The imminent possibility of a Nationalist
collapse in Manchuria has given rise to 2 new serfes of
representations by National Government officials who hope
to elicit prompt US aid,

Despits considerable specnlstion guggesting that the

- Communists intend to establish an independent Manchurian

regime, with 2 separate government, such an autonomous
state seems unlikely. Chinese Comnunist propaganda has
insisted that Manchuria is an integral part of China and

has represented the Communist program 28 a crusade for
the “‘lberation’’ of China as a whole, The Communists will .
probably persevere In 2n aggressive strategy in China and
will therefore seelk to enlarge the ares under thelr control
rather than to make a piecemeal consolidation of thelr gains,
The establishment of an autonomous Manchurian state

would make the Communists more valnerable to the accusa-
tion that they are puppets of the USSR ; there are some
indleations of current Scviet interest in, and prepayatory
activity toward, the establishment of such a regime in
Manchuria. Because of the intensely nationalistic spirit

of the Chinese people, however, the Communists are most

I
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apnloes to wot«ﬂc:, tncmselves fz'om the cia,rge of Ssvim

Jeminzncs.,

e Comraunists in Clina ave thare..@re more iiely,
follewring {hedir zesumpiten of full cantrol in Manchkuriz, to
v—stawliq- ub“i stryctore which will be designed to
nectne & mp«"c: p" rtofa Cowammist government of

Chinz bt wiil have an'slmost free hend In mansging I8 own

#ogional affeirs, omh a sotup Wmald nar acr*i:ze with the
Chinese Comnmaniat =’ preseat’* ‘border regicn’ sys%em, 2
losge governmental structure which hag zlways allowed a
consideraile amcunt of local independence md thus has
overeome many regﬁa:ec».z a,:tagoaisms :

¥-3
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63. Daily Summary Excerpt, 4 March 1948, USSR: Possible Kremlin Disagreement on

Tactics

4. USSR: PDossible Kremlin disagreement on tactics--US Embassy

Budapest reports thal the Hungarian Prime Minister recently
revealed the following impressions concerning possible dis-
agreement within the Kremlin over Soviet tactics: () one group,
allegediy favored by Stalin, desires to consolidate present Soviet
gains and temporarily seitle differences with the west; (b) the
other group, led by Molotov, wants to press rapidly for greater
expansion before US aid to Europe can be effective; and {c) the
Molotov group feels that US preoccupation with the presidential
election presents ‘‘a golden cpportunity’’ for Soviet expansion

and that Soviet action should be timed accordingly.

" (CIA Comment: Several unsubstantiated rumors of
divergent opinions within the Polifburo over tactics in the “‘cold
war’’ tend to support the Prime Minister’s observations. CIA
believes that a definitive decision by the Kremlin awaits: * (a)
the outcome of the ¥talian elections; and (b) more substantial
indications of western, particularly US, determination to check
further Communist expansion.) '
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64. Daily Summary Excerpt, 16 March 1948, Czechoslovaks Believe USSR Willing to Risk
War

16 map
16 1948

S SERERAL 635

GENERAL

1. Czechoslovaks believe USSR willing to risk war--US Ambas-

S o et At ot P e

\_sados." Steinhardt bas heen told [ T

that the Deputy Foreign Minister of the Soviet Union recently
corfided in Premier Coltwald the possibility that war will

break out “when the weather gets better,” Steinhardt’s in-
formant gained the impression that the Czechoslovak Cabinet’s
present view is that the Soviet Union regards the establishment
ef Communist-dominated governments throughout Burope before
the fall of 1948 as essential and has decided %o devote every
effort to that end during the next few months despite the possi-
bility of war with the western powers,

{CIA Comment: CIA does not believe that the USSR is
presently prepared to risk war in the pursuit of its aims in
Europe,)

}Document No, OGO

NO CHANGZ in Class. []

“i- Caoms. s T3 s (i
COTGRERHAL T s I
Lacve: :_]:_E MAR 1u/8 by OOZ
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65. Intelligence Memorandum 13, 16 March 1948, Soviet Pressure on Berlin

16 March 1948
MEMORANDUM FOR THR PRESIDENT

Under dats of 22 Deccmbar 1947, CIA reported that there uas a :
possibility of ateps being tnken in Berlin by the Soviet authorities :
to force the other occupying povers to remove from Berlin. Delay in t

" the formation of a separate Eastern German Covernment and in Sovlet
attezpte to forae the Western Powers fyom Berlin haas probably been :
caused in large measurs by the firm attitude of US officiels in .
Berlin., While no further reports have been received indicating that

. the USSR has deslded to foroe the Western.Powers from Serlin, the ’
recent US, UK, France, Benelux diseussione in London ooncerning the s

- formation of a West German Steote to be inocluded !n & Western Eurcpsan
Unlon invite some form of Scviet response stronper than the mere
proteats roceived so far, S

Soviet repponss will %2 timed to follow overt allied implementa-
tion of the London dmcimione, ond will consist of the announcezent of
‘plang, such as & plebiscite, for an Ecatern Zone *all German state”,
claiming to repressnt the whole Corman people. Announcement of such
plans would be followed by ar intensified Soviet caapaign to oust the
Western Powera from Parlin. The most urgent dangers are; (1)
finaidents” arising from the prasence in Borlin of young, undisolplined
troope; (2) sgeravation of the situation by such Jermsn malcontents as
wvant an East-West war; (3) any tendency towards war hycteria or laak
of firmness and patience on the part of US officisls in Berlin,

s/ BEH - by hand DCI to Admire’ Loahy

kK, E. Hillenkoettor 3/16/48
. ' ) Rear Admiral, USN
. ' - Director of Centrel Intelligence
Encl: .
Copy, Memo for President,
C12/22/47 -

Distridutiond :
Orig. 4 1 = Presidant -
Director . :

vAsst Dir.. DAS k;b 4
Central Reoords oy ;
\)‘}

7w
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65. (Continued)

32 sarch X940 T M—13

MBHORANDUK FOR THE DIRECTOR, CIA
FROBE THE ASSISTANT DIRROTOR, ORE
SUBJNORS rmamaam amcs:w;s IN DERLIH T0

atﬁmtim_.’:,ninvih@t&to nm: the
Lrastoy Gn;&twd&amn or 1047,

Mem /Be 1947

,‘:] c‘;\gﬁ)
wip dguaned B frumes. 16 flanch 1943 W&
L (ER Bydy va)
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65. (Continued)

22 Deocember 194Y

MEMORARDUY FOR THE PRESIDENT

. ~The breakdown of the CFM in Londan may cause the
USSR to underteke a program of intensified obstructionism
and calewlated inault in sn effort t6 force the US and the .
other Western Powers to withdraw from Berlin al) representa=
tives except a mmall.. Allded Control Authority group. The
implementation of such m pregram could creste a situntion or
great tension which might lead to smmed clsshes bebtwaen
Soviet persornel snd that of the oth ora

cupying powerss

Y The failuve of 4l CIM 0 venck agreement: or any
question and the OFi's Bubsequent mdermiﬁe-aadjomem%l
Tho USSH WiLL SCeampe o Soosbists hatonitern, GeraAny,
USSR will atbempl to inecorporate thoroughly the econamic

S oioor ts Zome into the Soviet econamy end to orient the

political system still more closely to the Soviet ideology.
Soviet authorities will encounter difffculties in assompiizhing
both obleotives because of the presence of US officials and

troops In Berddn.

m;;:% hinders the

L sastern Gemiany,

1 'ng . gnd danmamﬁog

S ‘dges ot Intend @l o partition the

brys Berlin, of courde _ ’ Y térve ag the capital

of an edsteérn German statej should the USSR eventually
eatablish ene; so long oy the Western Powers maintain” troops
in the eity. The Kreémlin {s aware of this situation. :

The Kremlin is aware, alsos that the present quadri-
partite occupation of Berlin furnishes the US with an
exgellant listening post and a base of operations for intelli-
gonce aefivition in the Easbern Yane & well as providing
politied] refugess from Soviet -etens with a convenient havei.
Masters of propagands themselves, the Soviet authorities are
highly sensgitive to the ireat propeganda value of the continued
presence of U5 and the other Western Power forces and the
guarantees they provide of relative political freedom for the

residents of the city.

6f this pers
AL 1
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65. (Continued)

-f -

The USSR, consequently, cannot expect the US and
the other Western Powers to evacuste the city voluntarily.
The USSR, therefore, will probably use svery means short of
srmed force to compel these powers Lo leave the clty.

These devices may Include additional obstructlon
to transport snd travel to snd within the sity, "fallure" of
serviges auch ag electric supplys; Yedustion of that part of. the

food supply which gomes from the Soviet Zons, flagrant violations

of Kammandaturs agreements, instigatien of wnreat among Germans
in the US segtor, disregard of the elected rmmicipal government,
& deliberafiely intensified csmpaign of insult or personal
injury to US personnel; sxd terrorization of their German

employesss

PO . Tha: o3 uch & gampalen
wiil depend on the mocuraey with whish Séviet authorities
gauge s, debemiixation to remain and. the state of discipline
of US officials and troopas. Overly enthusizstic resort to

insults oy persenal violencs by Soviet troops or Commmists
coitld wall oreate "incldentsM, sireet fights, brawls, and other
publie disturbences whieh, in' turny might well lead fo bigh-
level rupércusaions of the gravest chavacter, "Only the greatest
determination and tect on both sidem sould prevent 2 merlous
ineldent fiom deteriorating beyond contrel. of the Berlin -
authoritied. vist estimates of 1imits to US patience
are agourabe, th ¥ and probably would bs . .
méleontentsy who for one

’ The Kremlin will probably dafer 1ts maximum effort to
force Western Power evagustion of Berlin unbil it has fully
caleuleted the risks end considered tha problem in the l1ight
of Soviet strategy elsewhera, Neyerthsless, in view of
probable irresponsible action by logal Soviet offlcisls; the

day~towday developments in the immediate future will test the
firmnessy patienséey and dissipline of sll Vs perscormnel in Berlin.

~

_ R, H, HILLENKOETTER
Rear Admirsl, USK .
Director of Centrael Intelllgence
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66.

Intelligence Memorandum 18, 16 March 1948, Effect of Reinstating the Draft

QisdoRe FDUM FOR Tl sRESIDENT

The Centrsl Intolligense rgency wnd t.e intelligence
orgrnleations of the Dupurtments or Gtate, iier, Huvy wod Air
Force sgres that Lf the Congress pusdes b univerassl militery
tritning sot eud/or « selestive sorvios mot those mousures,
taken singly or together, will not u( thomsclves cause tho
USER to resort te militery ection within the naxt 60 days.

e

184




67. Daily Summary Excerpt, 17 March 1948, Turks Fear War May Be Imminent

17 MAR 1948
636

2. Tuzks fear war may be imminent~~US Ambassador Wilson
- ip Ankarz veports that Secretary General Carim of the

‘Turkish Forelgn Office is ‘‘deeply pessimistic”’ over the
international elfuetion, Carim fezrs that the USSR is pre-
pared to begin open war at 2ay time and that the initial atiack
might be directed against Turkey. According to Wilsen, Carim
reasons that in view of the lordening aifitunde of the western
democracies, the USSR will be relatively wesker a year hence
and would theriore gain by precipitating action now. Carim
believes that the Soviet armies weould grickldy over -run west-
ern Europe and the Middle East.

{CYA Comment: CJA does not believe Gt the USSR
plans a military venture in the immediate futore in either
Eurcpe or the Middle East.)

Auth: T -

pate; 1 3‘M2fk“i§%§“"'5“‘y“ﬂ:: 7
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68. Daily Summary Excerpt, 27 March 1948, USSR May Close Eastern Zone Border

e saed e elmaasry

6 GERMANYA , SSR may close Easte Zone border--US Political
_ Adviser ! reports from Frankfurt that

2 gendarme L
-officials wrow soathern and western Thuringia met on 15 March -~
at Soviet instlgatim and were informed of an alert plan for which .
they were to prepare immediately. ‘The plan is allegedly to be . ‘
put into effect when Soviet officials move to abolish the Christian. .
Democratic Union and the Liberal Democratie Party and arrestihe

‘parties’ leaders. The gendarmes’ reportedly will reinforce the
border police in order to prevent the esca.pe of the political leaders
into the western Zones.

: (7% Comment Althcmgh US border detachments have not ‘
reported physical eviderice of a tightening of the border, sucha -
Soviet move may be imnminent; this ste ep mijght also be taken in

" connection with & purge of “unreliab!e elements from the Social-
ist Unity Party. .. The move probably would not foreshadow inter- 7'

' mption of US UK and French traffic with Bernn ) .
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69. ORE 22-48 Excerpt, 2 April 1948, Possibility of Direct Soviet Military Action During
1948

ORE 22-48 TOP ﬂm

POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1948
Report by a Joint Ad Hoc Committee *

THE PROBLEM

1. We have been directed to estimate the likelihood of a Soviet resort to direct mili-
tary action during 1948,

DISCUSSION

2. Our conclusions are based on considerations discussed in the Enclosure.

CONCLUSIONS

3. The preponderance of available evidence and of considerations derived from the
“logic of the situation” supports the conclusion that the USSR will not resort to direct
military action during 1948.

4. However, in view of the combat readiness and disposition of the Soviet armed
forces and the strategic advantage which the USSR might impute to the occupation of
Western Europe and the Near East, the possibility must be recognized that the USSR
might resort to direct military action in 1948, particularly if the Kremlin should inter-
pret some US move, or series of moves, as indicating an intention to attack the USSR
or its satellites.

* This estimate was prepared by a joint ad hoc committee representing CIA and the intelligence
agencies of the Department of State, the Army, the Navy, and the Air Force. The date of the
estimate is 30 March 1948.

i : 1 ToP gMrET
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70. Weekly Summary Excerpt, 9 April 1948, Soviet Walkout From Allied Control Council;
Diminished Communist Capabilities in Italy

ol AR SR s

Both the recent Soviet walkout from the Allied Control
Council (ACC) and recent Soviet interierence with transporta- -
tion info Berlin seem to indicate that the USSR: (1) has aban- .
doned hope of using the ACC to hinder the present western
European reconstruction program, ang {(2) intends to accelerate
preparaticns for the eq“abﬂshment of an eastern German state”
whenever the Kremiin decides that the western powers can be
successiully blamed for partitioning Germany. I this pre-
paratorv phasa che USSR ,may place the Soviet Zong under a

‘“democratic’’ and ¢ 10ya1 German administratmn created -

from the Communist-deminated Peoples’ Congress and .,trengthened
by trained Germans from the former Moscow Free Germany Com-
mittee, Both the presence of the westorn powers in Berlin and -
the functioning of the ACC hamwper the reatization of the Soviet .
ohjectives and, unless allied determination remains obviously
strong, further Soviet attempts to eliminate these hindrances ,
may be expected. (A CIA Special Estimszte titied "Possible Pro-
gram of Future Soviet Moves in Western Germany’’ 1s now being

- prepared.) ' .

C-1ii -
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70. (Continued)

~EOR-SEERET
DIMINISHEED COMMUNIST CAPARILITIES m'tmmf

The prospects have sharply diminished that the Italian

- Communist Party will obtain a sufficiently large plurality in the
18 April elections to ensure Communist or lefi~wing socialist
representatzon in the next Italian Government. Concurrently, -
the Party’s capabilities for successful large-scale insurrection,
without active military assistance from Yugoslaviz, have been
considerably reduced. Unless the Communists receive substan-
tial outside aid, the Government now appears sufficiently strong
to prevent its ovex-tnrow by force aad to put down large-seale
rebellion. Whether the Kremlin, even under these circumstiances,

" will direct an insurrection cither before or after the elections
cannot be predicted. If, as seems probabie, the Communists fail
1o secure representation in the new government, they will then
launch 2 new program of strikes and sabotage to wreck the re-
covery program and discredit the gavemment . ,

The x_'eduction in Communist capabilities for success-
ful large-seale insurrection springs largely from four factors.
In the past few months, the Italisn armed services and security
forces have been greatly strengthened, not only by new equip- -
ment but also by a considerably improved morale. Concurrently,
the Commumist para-military foreces have been weakened and to
some extent disrupted by government seizure of clandestine
munitions dumps and caches and the interception of arms shipped
in from sbroad. MNo evidence available indicates that Yugoslav
forces~~the most logical source of cuiside assistunce--are being
prepared for action in Ialy. Finally, and probably most impor- .
tant, the lizlian masses appear less inclined than ever to support
a Comm\mist uprising and have become increasingly anti-Com-
munist in their attitude,

Communist capabilities for effective revolt, in the
absence of cutside 2id, now appear limited to localized sSuceesses,
particularly in north italy These capabilities are based upon
military potential and the pariy’s following in labor. The Com-
munist semi-military organtzation, the Apparaio, consisis of
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70. (Continued)

approximately 160,000 ex-Partisans, armed and trained, and
-about 100,000 reserves in training. The Apparato has general
headguarters at Milan and aperational headquarters in cities
on the main highway between IMilan and the other Communist.
‘stronghold of Bolegna. Communist munitions dumps are be-
lieved to contain extensive supplies of arms, including armored
cars, light field guns, anti-tank guns, mortars, machine guns,
and a few tanks. To increase their armaments, the Commu-~
nists would attempt to seize Government arsenals and ammuni-
tion dunaps, and, if wnsuccessful in capturing them, would make
every effori to biow them up.

In addition to their military potential, the Communists
possess a powerful reveolutionary weapon in their control of the
Italian General Confederation of Labor (CGIL), which has five
million workers in indusiry and va.rious public services. Domi~
pation of the agricultural Workers’ Confederation, which has -
approximately two million members, gives the Communists
almost complete control of the agriculture of the important Po
Valley region; virtoal Communist conirol of the indusirial unions
would facilitate selzure by the workers of most industrial estab-
lishments, 'I‘he Communists, furthermore, dominate the news-
paper printers’ union and have infiltrated commumcahons. :
Public utilities, particularly gas and eleciric services, are Com-
munisi-dominated and could be disrupted in case of revolution.

The De Gasperi Governnmaent, however, with conirol of
armed forees totaling approximately 336,000 men, would probably
be able io preveat Italian Communists from taking over the central
government, Army strength is concentrated in northern Italy,
and army divisions are disposed at Udine, Treviso, Milan, Torino,
and Lucca. Supplementary to the army are the security forces of
the Ministey of the Interior: 75,000 carabinieri, a mobile reserve
corps of 16,000 civil police, 80,000 regular members of the civil
police, 36, 35’! finance guards, and 5,000 railway police. The
carabinieri maintain their heaviest concentrations in the north.
Critical areas, such as Bologna, have been reinforced by special
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70. (Continued)

“reserves of the 3eﬂnr&ty iorces. I the event of insurrectio
“the Halinn Navy could employ ils units to protect Halian ports:
“and could lapd many of its approzimately. 35,000 men to assist
‘the ground forces.. The bulk of the Ralian ﬂeet is based at
‘Taranic and La Spezia. The Halian Alr Force, with perscmne
‘mumbering 25,000, hes about 500 planes,’ mcstﬁy obsclescent,

. of wh;ch ahout 60 azre ﬁahters m tactﬁcal umts.

e
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71. Daily Summary Excerpt, 12 April 1948, Colombia: Continuation of Bogota Conference
Favored

THE AMERICAS

5, COLOMBIA: Continuation of Cmierence favored--
US Embassy Bogota reporis that delegation leaders are
unanimously in favor of contimuing the conference at Bogota,
“‘unless the situation s¢ worsens as to make it physically
impossible.” :

Reports from US Cansulates in Colombia indicate that
the Government is still making progress toward restoring
order and that uprisings outside the capital cily were rela-
tively small and soon brought under conirol. The Embassy
adds that the mopping up of snipers continues in Bogota whore
damage and loss of 1ife were very beavy,

A CIA source reports the belief current in Bogota that
there is no substantiation for the government claim that the
shooting was the resuli of a Communist plot, and that the shoot-
ing was in fact the result of a private dispute over litigation in
which Gaitan was counsel. The Embassy transmits a report
that the assassin was employed last October as butler in the
Soviet Legation. The Colombian Government has announced
that it has arrested the persons who took over a Bogoia radio
station and that {wo Russian agents and other foreigners were
among those arrested.

(CIA Comment: CIA believes that the Colombian Gov-
ernment will make every attempt to lay the insurrection at the
door of the Communists. The reported decision to sever diplo-
matic relations with the USSR is consistent with such a campaign.
The weight of avallable evidence, however, points to the conclu-
sion that the Communisés did not instigate the revolt, which was
a spontaneous reaction to Gaimn s assassination, but actively en-
couraged mob action once rioting had broken out,)

¢

192



72. Weekly Summary Excerpt, 23 April 1948, New Soviet Attitude Toward Austrian
Treaty; Prospective Communist Strategy Following the Italian Elections

NEW SOVIET ATTITUDE TOWARD AUSTRIAN TREATY

‘ The apparent desire of the USSR for an early conclusion
of an Austrian treaty has recently led to a definite change in
Soviet tactics both at the London treaty discussions and in the
administration of Soviet areas in Austria. Until recently, the
USSR enjoyed an excellent tactical position in the L.ondon nego-
tiations because of the reluctance of the western powers to
commit themselves on the economic phases of the treaty with- -
out knowing the Soviet position on questions of Austrian security.
The USSR has sacrificed this advantage by agreeing to defer
the discussion of economic items in order to consider the se~
curity isswes., ‘

Although recent moves by the USSR in Vienna and in
the Soviet-occupied zone of eastern Austria appear to be con-
fused and defensive, they essentially reveal a Soviet desire to
impress the Austrian Government and the western allies with
the desirability of an Austrian treaty. Soviet steps to impede
transportation between the western zZones and Vienna, which
have proved annoying even though never fully enforced, are
probably intended to serve as a reminder of the capabilitles

. of the USSR in Austria, Austvian leaders are particularly dis-
turbed by the prospects of possible Soviet violence and forced
partition of the couniry following a breakdown in treaty nego-
tiations, o

‘ There can be liitie doubt that the USSR regards the
present quadripartite occupation of Austria as unfavorable to
its designs and considers that forced partition is not a desirable
solution to the problem. The Kremlin would welcome a treaty
which would both provide for quadripartite troop withdrawal and
leave Ausiria unable to resist eventual absorption into the east-
era bloc. Although the USSR, through an underestimation of
Austria’s political vitality and economic potential, might aceept
a settlement which would make it difficult for efther the USSR
or its Satellites to absorb Ausirfa except by armed aggression,
it is unlikely that the Eremiin will agree toc any terms which
would be likely to prejudice seriously its chances of evendyal

* domination in Austria.

-1 -
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72. (Continued)

FOP-SECRET™

- PROSPECTIVE COMMUNIST STRATEGY EGLLOWDJG
TBE ITALIAN ELECTIONS -

The defeat suffered by the Communists in the Italian
election has further reduced Communist capabilities for assum-
ing power and has vastly improved the morale and confidence
of the anti-Communists in both Italy and France. An increasing
number of left-wing European Socialisis and fellow-travelliers
may now abandon their Communist association, The Commu-~
nists in western Europe thus are confronted with a considerable
less in political influence in addition ic their already reduced
capabilities for revolutionary action,

_ . Italy and Germasag may ¢onsequently enjoy 2 brief
respite while the Communists regroup their forces and revise
their strategy. The USSR, however, can be expected tc main-

. tain its pressure in Germany. Moreover,it-will probably con-
tinue its aggressive tacties in the Near East. In Iran, contin~
uing Boviet pressure may eventually lead to actual intexvention,
professedly based on the 1821 Soviet-Iranian Treaty. The de-
teriorating situation in Palesting may scon present the Kremlin
with an irresistible opporiunity for greatly espanded covert
intervention. Although the Satellites continue to exercise

" caution in their support of the guerrille foreces in Greece,
they are capable of vastly increasing the scale of their covert
aid. In Latin Amertea, the USSE cen be expected to selze upon
any favorable opportunities for exploiting local unrest or
violence

: For the Unmediate future, Communist activities in
wesiern Europe are likely to be direcfed toward rebuilding
the popular front rather than an early or determined bid for
power, A Communist deive to recover the allegiance of the
non~-Comnunist Left is indicated by these recent developments:
{1} French Coimmunist Leader Thorez on 18 Aprit ealled upon
Communists, Socialists, and Catholics to upite in defense of -
French “liberty and independence ; {2) the Cominfor Journal,
reversing its originzal position, is now professing to reprosent
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72. (Continued)

all workers’ parties, not merely the Communists; (3) the
German Communisis recently volced approval of a “‘Middie~
Ciass Auziilary’’ of the Socialist Unity Pasty (SED), which
might conceivably develop into the long-expected *“natiopalist”
movement based on the Bismarekian concept of Russo-German
cooperation; and (4) the Kremlin reporiedly has issucd a direc~
tive to the French Central Coramunist Committee calling for

a program of non-vioience in western Europe and intensiited -
activity in Germany and the Near East,

P . . )
Concurrently, Communist propagandists may intensify
their offorts to conirast ‘‘peaceful” Soviet intentions withUS

“warmongering” and ‘“‘imperizlist designs.” Such a drive
would be designed to win the support of those western Europeans
who are prepared to seek “‘peace at any price’’ and to encourage
a vrelaxation of western, and particularly US, military prepared-
ness. Such an intensified carupaign would presumably be
launched in the speeches and proncuncements which tradi-
tionally are made by leading Communisis on May Day. -

In any event, the Communists are not expected to relax
their efforts to prevent recovery in Europe, Defeat of the
recovery program remains a prime objective of Commurist
strategy. Steikes and industrial sabotage, conducted ostensibly
an the basis of 1ccal economic issues rather than political con-
stderations, therefore can be expected. Although Communist
propaganda will continue to irapugn US motlves in promoting
recovery, the Kremlin may henceforth moderate its attacks
upon present western European governments,

. n Greece, the Kremlin is also faced with a possible
reduetion of Communist capabilities. Differences between
Gresk Communists and Soviet-Satellite Communists have ap-~
parently arisen over problems coneerning Soviet aims in
Greeeo and the conduct of the civil war, Greck Commuaist
leaders are reportedly disturbed by the failure of the Jatel-
lites to provide the guerrilias with enough aid to hait the

~ continuing successes of the Groek Army, and the Minister of
Interior in the Markos goverament is said to be distrusiul

-dw

m
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72. (Continued)

FOP-SECRET™

of the “‘seifish’ policy of the USSR and fearfol that Yugoslavia
may be planning to seize Gresk Macedonia. Moreover, certatn
Greek Commnnist leaders believe that the primary Soviet in-
tention in the civil war is to wage z long campaign of ecconomic
attrition against the US and not to effect the rapid milfiary
defeat of Greece, In view of the successful oparations of the
Greek Army, it is apparent that the Kremlin must decide Soon
whether to authorize a drastic increase in aid to the guerrillas
or allow their gradual defeat by the Greek Army,

Although Commurist May Day demanstrations in Latin
America rany result in local disturbances, present indications
are that the Latin American governments will be fully capable
of controlling any outbreaks, In Mexico, the electrical workess
have threatened to call 2 May Day strike. If they ave joined by
the petroleum workers, miners, and railway workers {all L
closely allied with the electrical workers by tnier-union agTee-
ments), the resulting strike could cause a general paralysis of
the country and threaten the stabilily of the Mexican Government.
Sporadic violence may break out in Cubz, and possibly in a few
other couniries, though there are no indications at present of
coordinated plans for sirikes or public disturbances.

N
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73. Daily Summary Excerpt, 24 April 1948, Reported Soviet Plans for Eastern German
Regime

3. GERMANY: Reported Soviet plans for eastern German regime--
Headquarters of the European Command in ¥ rankiurt believes
that if the Kremlin resorts to posiiive action in Germany about
1 May, the USSR will probably establish an eastern German gov-
ernment with the four powers remaining in Berlin but inopera-
tive as a controlling or governing element. The Headquariers
has received reports substantiating this conclusion; one such
report suggests that Soviet officials have decided to unify the
Soviet Zone on 1 May 1948 under a central government which
will be composed of prominent individuals in the Peoples’ Coun-
cil of the Peoples’ Congress. The Headquarters expects the " .
USSR to give greater recognition and additional support to the
Peoples’ Council 3s a possible replacement for existing political
parties in the Soviet Zone.

(CIA Comment: CIA believes that the USSR may utilize
“May Day’’ as an occasion for aceelerating its efforts to estab-
lish a provisional government in the Soviet Zone, and that such
action would be accompanied or preceded by increased Soviet
pressure on the western powers in Berlin.)
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74. ORE 29-48 , 28 April 1948, Possible Program of Future Soviet Moves in Germany

ORE 29-48 secalbr

POSSIBLE PROGRAM OF FUTURE SOVIET MOVES IN GERMANY
SUMMARY

1. The following discussion covers a program that might be resorted to by the
USSR in Germany in an effort to cause the Western Powers to leave Berlin, to con-
solidate the Soviet hold over Eastern Germany, and to extend Soviet influence into
Western Germany. Until recently this review of possible Soviet intentions was con-
sidered purely speculative and the program one that would be attempted only after
the USSR had concluded that Soviet interference with the Allied efforts in Western
Germany could not be effected by legal international means or through local Com-
munist subversion. The timing of the individual stages of the program would prob-
ably be conditioned upon the timing and success of Western Power action.

2. The recent Soviet walkout from the Allled Control Council ‘and Soviet efforts
to impede transportation to and from Berlin indicate that this program may already
be under way, and, that while risk of war may be involved, the plan possibly can be
effected without military violence.

3. It is believed, therefore, that recent Western Power action may have caused the
USSR to decide that: '

a. hope no longer remains for interfering through quadripartite means with
the production of Western Germany upon which the success of the European Recovery
Program substantially depends;

b. the Soviet Zone must be placed under permanent control of a well organized
German group, loyal to the USSR, and supported by police state measures;

¢. the Peoples’ Congress should be the instrument for the formation of such
a provisional German Government;

d. in order to prevent Allied inferference with this process of political consoli-
dation, the Allied Control Council should be abolished, or permanently boycotted, and
the Western Powers forced out of Berlin;

e. the new German “Government” should be acknowledged, at a prépitious
time, as the official administration for Eastern Germany, with propaganda pretensions
to authority over all of Germany,

f. the Soviet Army should remain as the “protector” of the new Reich pending
creation of a new German Army, by agreement with this government; and

g. in an effort to undermine the Western Power program Western Germany
should be pressed, by all possible methods, to *“rejoin™ the Reich.

Note: The information in this report is as of 2 April 1948,

The intelligence organizations of the Departments of State, Army, Navy, and the Air Force
have concurred in this report.

1 SEPRET
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74. (Continued)

SECﬁ!r

POSSIBLE PROGRAM OF FUTURE SOVIET MOVES IN GERMANY

1. With the conclusion of the London tripartite talks and the decision to consider
Western Germany in the ERP planning, the Kremlin may have decided that little hope
remains for the USSR to interfere with US/UK Zone production.

Three events: the results of the Soviet-sponsored Peoples’' Congress, the abrupt
departure of the Soviet delegation from the Allied Control Council (ACC) meeting of
20 March, and the subsequent Soviet efforts to impede both freight and passenger
traflic between Berlin and the West indicate that at least the first steps in the outline
of possible Soviet action may no longer be entirely in the realm of speculation.

2. CIA has believed and continues to believe that the USSR might encourage the
Peoples’ Congress to organize a future “national” administration and establish a de
facto Government for the Eastern Zone while propagandisticaily claiming to speak
for all the country. The Peoples’ Congress partially confirmed this opinion when
it convened on 17 March, advocated the early establishment of a Government to replace
the ACC, and evidenced its pretensions to speak for the German people,

3. CIA has believed and continues to believe also that in preparation for the new
“government”, the USSR would attempt to discredit the ACC, While the abrupt
termination of the Control Council meeting of 20 March has not yet been extended
to a permanent Soviet withdrawal from the Council, Soviet officials have charged that
the Western Powers, by unilateral action, have already made the work of the Council
worthless.

4. The presence of the Western Powers in Berlin adds to the difficulty of establishing
a Soviet puppet government in Eastern Germany, because of the “opposition” that
operates from the sanctuary of the Western Powers’ sections of the city. The USSR
would consequently desire to effect a Western Power evacuation of Berlin as expediti-
ously as possible. The Soviet attempt to impede transport threatens to render un-
tenable the position of a sizeable Allied group isolated over a hundred miles from the
Western area, and, additionally, to cuf off the industria! contribution of the US and
UK sectors of Berlin from the Bizonal economic structure.

5. Should the Peoples’ Congress, in fact, set up a “government” of the Soviet Zone,
and lay claim to “represent” all of Germany, the Soviet Military Administration might
accord it local recognition as the established German administration and give propa-
ganda-credence to its pretensions te govern all of the Zones. The USSR and its satel-
lites might then be expected to enter into provisional political and economic agreements
directly with this “government”, laying the foundation for eventual formal recognition
at such time as the USSR considers it feasibie to press the puppet government's claim
to German sovereignty. ‘
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74. (Continued)

6. A Soviet-sponsored provisional government which would, in all probability, control
the Soviet sector of Berlin, might attempt by constant propaganda and possibly by direct
interference in the public utilities affecting the Western sectors to obtain the with-
drawal from Berlin of Western representation in the event that any still remained.
The USSR could support this program with further concrete action similar to the
transport block and declare the dissolution of the ACC, seeking to place the onus
for its failure on the West.

7. If, af any time, the Soviet Union decided that the new government of Eastern
Germany is sufficiently loyal or adequately controlled by the USSR to be a trusted
satellite, that further Soviet interference in Western Germany through quadripartite
means is hopeless, and that the Western Powers are susceptible of blame for the
partition of Germany, the USSR might officially recognize the Eastern German gov-
ernment, and by agreement continue the “profection” of the Red Army while develop-
ing a German Army and perfecting the police system. Both the USSR and the East-
ern German “state’” would then launch a campaign for German unity and independence
designed to win sufficient German converts in the Western Zones to reduce materially
German cooperation in the West and fo attempt to undermine the program of the
Western Powers.

8. Although each of these successive steps involves the risk of war in the event of
miscalculation of Western resistance or of unforeseen circumstances, each move on
the program could be implemented without the application of military force if
adroitly made as merely a retaliatory measure necessitated by unilateral Western
Power action, and if pressed only at opportune moments.
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75. Weekly Summary Excerpt, 30 April 1948, Deadlock Over Transport Problems in Berlin

“FOP-SEGRET....—

The deadlock over transport problems continues in
Berlin despite a lull in sensational publicity, The USSH has
not made a single real concession but has actually established
complete but somewhat inefficient control over surface traffic
moving in and out of Berlin, except incoming freight. Fresent
hope for solution by negotiation {s small. The USSK is now
apparently preparing to tighten its grip on the city by attempt-
-ing to enforce new restrictions on air traffic which would make
all allied transport subject to Soviet regulation. So far, Soviet
action on air transport has been limited to probing for western
power weakness under the guilse of a desire for increased air
“safety.” ¥ the US-UK reaction to this probing shows indecision,
the USSR may be expected to take strong action to compel western
air traffic to submit to Soviet controls. Such action would prob-
ably include use of Soviet fighter planes to threaten and intimi-
date allied pilots. ' '

-1y -

ZLOP.-SEGRET .
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76. Daily Summary Excerpt, 7 May 1948, Germany: Soviet Attempt to Interrupt US Air
Traffic

4. GERMANY: Soviet attempt to interrupt US air traffic-~Accord-

ing to Acting US Political Adviser Chase, US officials received
. Soviet notification on 4 May that no fiying would be permitted

that night over the greater Berlin area. Chase reports that the
US representative, in accordance with his instructions, informed
his Soviet colleague that the US did not recognize such unilateral
action. Chase adds that US airplanes from the Templehof Air-
drome carrizd out a previously scheduled night operation, con~
sisting of a normal training flight over the greater Berlin area.

(CiA Comment: CIA believes the Soviet action is an
attempt to probe US reaction to Soviet-imposed regulations on
air traffic between Berlin and the west and may be followed by
more determined moves to restrict the air traffic of the west-
ern povers,) .
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77. Weekly Summary Excerpt, 14 May 1948, Formation of a Jewish State in Palestine;
French Officials Attempting to Negotiate Settlement of French Vietham Dispute

L

TRENDS IN BRIEF

Formation of a Jewish state in Palestine will enable

the USSR to intensify its efforts ¢0 expand Soviet influence in
the Near East and to perpetuaie a chaotic condition there,
Although the USSR and its Satellites will probably delay full
recognition of the new state, they may grant it belligerent
rights in the near future. In any event, the flow of men and
munitions to Palestine from the Soviet bloc can be expected
to increase substantially, The USSR will undoubtedly take

- advantage of the removal of immigration restrictions to in-
crease the influz of trained Soviet agents from eastern and
central Europe into Palestine where they have already had
considerable success penetrating the Stern Gang, Irgun, and,
to a lesser extent, Haganah,

-1-

“
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77. (Continued)

French officials in Paris and Indochipa are attempt-
ing to negotiate a temporary setilement of the Fronch Vietnam

dispute. High Commissioner Bollaert has been authorized to
form a provisional Vietnam government headed by General
Xuan, president of the Provisional Government of South Vietnam
(Cochinchina). The formation of such a government may result
in a transfer to France of the meetings with Bao Dai and might
postpone indefinitély his return as head of a new regime, H

a government, with nominal independence and geographic unity,
should emerge under the reportedly insffectual Xuan, the pros-
pects for internal stability would still be slim because of the
postponement of the settlement of problems concerning finance,
customs, and diplomacy. Ho Chi Minh, who is supported by

80% of the population and who is allegedly loyal to Soviet foreign
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77. (Continued)

policy, probably would then assume control; much of his support
wonld come from elements who insist upon a propaganda cam-
paign against French use of the European recovery program

to further ¥rench colonial policy. Betause of the delicate balance
of control exercised by the Schuman Government, the ¥French

will probably not risk a major policy decision involving liberal
concessions on the coatyoversial colonial issue in Indechina,

A temporary Fuan government, thereforé, will have little chance
_of success. '

. vii ~
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78. Weekly Summary Excerpt, 18 June 1948, The Soviet Withdrawal From the Berlin
Kommandatura

~SECRER—
'"A P P ENDIX

| THE SOVIET WITHDRAWAY, FROM THE BERLIN
0. KOMMANDATURA = -

~ The situation in Berlin has been further complicated
‘by a Soviet “‘walkeut’’ from the 16 June meeting of the Berlin
¥ommandatura in a maneuver similar to the abrupt Soviet
departure from the Allied Caontrol Commission (ACC) in
March. As in the case of the ACC, further meetings are not
scheduled, and the USSR may have decided to abandon com-
pletsly the facade of quadripariite control of the German
. .capital.. Throuvgh this action, the Soviet Union has improved
its position fcr obtaining the consolidation of the Soviet Zone
necessary for formation of an East German state or for seek-
ing, through = “‘conciliation,”” the establishment with the west-
ern powers of more advantageous working arrangements for
. Germany as a whole, of for Berlin in particular. Soviet and
Communist propaganda will undoubtedly claim that this latest
Soviet action was forced by the six-power anncuncement of -
plans for s provisional government of western Germany,
Agitation for western withdrawal from Berlin may increase,
but it appears doubtful that the USSR will make 2 formal de-
mand for such withdrawal. T T

¥ the USSR should proceed direcily with the formation
of an east German state, the withdrawal from the Kommanda -
tura will provide Soviet propagandists with 2 “‘legal’’ elaim
for the incorporation of the Berlin Soviet sector into the east.
ern zone and will make possible increased pressure for the
withdrawal of the western ailies on the grounds that, having
partitioned Germany, the western powers have no place in the
Soviet Zone. - : ' .

Cn the other hand, current Soviet tactics m2y be de-
signed to create an “‘emergency’’ situation which would either
force the western powers to call for renewed meetings of the
ACC or permit the USSR to take such action without loss of
face., Through apparent concessions on the question of guadzri-~
partite control of Germany or through the time-worn method

§
."~i--
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78. (Continued)

- of ‘ : smctionism, 'thé Soviet nion would attampt
“tous  such meetfngs to delay the reslization of allied i pzams
- for western’ Gérmany. In any event; ihe USSR will leave
-itself free to consolidate further its polxﬁcal and eccnomic ,
“eontrol of the Soviet Zone and will be prepared, -atany ilme
_thet agpears opportiine, jo declare the formation of an east
_German state’ with pretenssoa., te' sovereiguty over ihe
ventire country
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79. Daily Summary Excerpt, 21 June 1948, Yugoslavia: Challenge to Kremlin Authority

‘4. YUGOSLAVIA: Cha g
Charge Reams in Be}grade believes that Yugeslav {nsistence
upon Belgrade as the site of the Danubfan Conference, instead
of some other Satellite capitnl as proposed by the USSR

“represents the first direct and frrevocable challenge by a

Satellite to ths Kromlin's suprems authority. Accoxding to
Reams, Soviet acceptance o£ Tito's request reflects the
K.remnn 8 belief that Tito’s position is stx-ong encugh to re-
quire the “‘traditional gradual undurminirxg'

(CiA Comment CIA agrees that the Kremlin wm
not take any drastic steps immediately to ‘‘discipline’’ Tito.
However, this incident has highlighted for the Kremlin the
need for reconcuing within the Satellite strtes the conflict
between national interests and international Communism.

- Consequently, the USSR may either tighten its controls over
the Satellites by expanding direct Soviet participation in
Satellite governments or attempt to case the ‘‘nationalist’
opposition among Satellite Communists by reaking some
economic concessions.)

mz- '
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80. Daily Summary Excerpt, 24 June 1948, Implications of Soviet-Satellite Conference;
Germany: Soviet Solution for Berlin Problems Suggested

%4 JUN 1948
120

GENERAL

1. Implications of Soviet-Satellite conference--US Embassy War~
saw believes that the currant Soviet-datellite meeting in Warsaw.
may have been called primarily to coable the eastern Furcpean
powers to present a united answer to the London Conference on
Germany. The Embassy concludes that the conference will be
used as a major propagands device to prove that the pecples of
Europe overwhelmingly desive a “‘peaceful, democratic solu-
tion of the German problem.

(CIA Comment: CIA concurs with the Embassy’s esti-
mate and also considers it probable that an ‘“‘Eastern Union”
will be formed,avowedly to protect the USSR and iis Satellites
against aggression from & resurgent Germany spensored by the
Weat. CIA also believes that at this conference the USSR may
toform the Satellites of its intention: (a) to establish a provi-
sional government for eastern Germamy to coincide with the one
ccntemplaaed for western Germany; or (b) to attempt to neutralize
Germany’s contribution to the European recovery program by
ezpressing a desire, possibly couched in face -saving terms, to
reach agreement on Germny with the West.)
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80. (Continued)

EUROPE

4, GERMANY: Soviet solution for Berlin problems suggested--
US Ambassador Murphy reports from Berlin that the Soviet
chief of Jiaison and protocol has suggesied informally to the
US liaiscen officer that possibly an adjustment of present zonal
iines in Germany could be made in order to eliminate the fric-
ticn caussed by US-Soviet contact in Berlin, Murphy indicates
ihat this suggestion came during a general conversation,in the
course of which the Soviet officer asked whether the US was
not ‘‘skating on very thin ice’’ in relation to the danger of war.
The Soviet oificer evaded any specific answor as to whether the
suggested ‘‘readjustment’’ would invoive US withdrawal from
Berlin in exchange for parts of Saxony and Thuringia. Murphy
athaches significance to this suggestion because the Soviet
officer is known {0 be an intimate of Marshal Sokelovsky.
WMurphy believes that the suggestion may indicate a Soviet
desire to bargaln rather than force the present issue.

(CIA Comment: CIA believes that the conversation is
a feeler to tost US determination to: (2) continue its present
policies in Europe in the face of Soviet threats; and (b) remain
‘in Berlin even if offered a face-saving chance to get out.)

ARG SRR
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81. Intelligence Memorandum 36, 24 June 1948, Probable Purpose of the Warsaw
Conference

pirector, CIA 24 Juns 1948

Anpistent Direcbor, ORE '
FTm-36
Probable Purposes of Ghe Warsaw Conference

le The meeting in Warsew of Soviet Forelgn Minister
Molotev snd the Poreign Ministers of the satellite states
ellegedly to discuss the effacts of, and & reply to,
the London sixepower Agreencnt on western Germany
spparently stems frau tho need to create an Eagtern blec
into which eastern Germsny could be econcnicaily, if
not politically, ritted to match the western powsr
inclusion of western Germany in the Eurcpean recovery
program,  From the formelity of the meeting; from the
ek of the delegates; and from the coupsrative . .
pubIfelity attending the gathering, somé declaration
of importence may be expected at lis cancluslon, - For
psychological end political ressons, the intenticms of
the USSR warrent scme “explanation® in edvence to the
satellites snd a later public amnouncement of satelllite
aPprovale : .

2« At present three courses of asotion in Gormawy,
or & conbination of the three, sre open to the USSR.
Before adopting eny of these coursss, the Wil
probably announce the formetion of an Eastern blge o
dofend 1tself apainst ageression frem & rasurgent
Germany #s established by the western powerss The
goviet acstion in Germany could betr

& Aannouncement of an intention to permit the
germans to creste a provisional goverment fox
eastern Germany}

be An attempt to open negotiations in opdar
to delay lmmedlately further western action and
to impede German comtrilbuticn to ERP and

eventuslly to mchieve, {he overall unifiontion
of germeany —through-6n-&eGd ot : %

toameidis the

e In%eda.ahe establistikeht df o pilkportedly
independent eadt G¥iman atetiermith, proppgends
pretensien of bedng, the restoraiion of the Relch.

UL 1 Lh S13sh, ~
IV VP Py . o
SEE REVER ﬂ%& DEEﬁAS_@g@ ACTIBN 55 -,‘,.ﬁif A
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81. (Continued)

‘Se fThe degres of eonsclidation now yeached would
permlt Ghe BISR to lay the foundations for & provisionsl
govermasnt, in such forms as & “domoorstic®
constitutlion and “"frae eleciions®, Whilse & provisfomal
government; In the Soviet Zone would mot increnge the
egoncilc benafite to the USSR, 1t would balance the
scale of political develepments in &cmmg pernitfing
the Soviet Unlon to save face In eny furih :
negotiations, _

4+ For remsong elsborated in(Spesial Evaluation
Hoe sl-:ﬁmlg%}m‘uasﬁmbm oxpoasted to
at % to enter Into negetistions with the weatern
powers in oxrder to delay further or fo prevent an
appreciasble wastern Gemmsn mtﬁwﬁiﬁn tﬁg.’fm ”
European Pecovelry progréms %9 be scvapiable, sud
an attempt would have o be mads before the FSSR
tﬁ £inad action :g atabll ﬂataat ﬁmﬁa&e in
sastern Germany, Although Soviel behavior in Garmuny,
porticularly in Berlin, hes been fer frem aomciltatory
it has not been so definitive or final as to preclude
further negotintions and may even have been designed
tec force the weatern powars Into discussionz,

B¢ As wan set forth In OHE S0 - 48, 28 spril 1948,
the U58R bas been engaged in consolidabing politicn}
end econcmic control of esstern gGemasny to omable the
USSR te ereate & satellite Gervan stalec at this time,
But, as was also stated In Speclsl Evaluaticn Xo. 51;
the hensfits to the USSR from such & course would nob
now be substantfally geater than those resulting froe
proclude the possibility of partial Soviet comtrol
over wantern Gemmany and Interferance with the Qommen
contribition to the Europosn recovery progras,

Ge Consultation with the sabellite stabes, while
not absolutely necessery under such stringant control
as exgroised by the U38R, would be desirable In order
to obtain public setellite support for propagandn
ond poychiologleal redsmmse. ARy action resulting in
the egteblishment of & Gemman Govermment or in ths
umiflestion of Germany, therefore, would werrant Soviet
asgurances to the satenliltes on mabtbars of security,

vy or reparatlons clafms, snd on the type of
German stete to be evolved,
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81. (Continued)

Te mmwmmm.ammm

that the USSR is weing the warsaw conforsnce to Infomm
the satellites of soviet Intentionss

[ %fm.m"mmm“ egaingt further
Garean aggression sponsored by the westemrn powerss

e o oonowmase & progres for t&m aregtion of
& provisionel povermment matehing in independenas,
gﬁgg ;pg;gﬁm in timing, the one. m&mmm 0

s 7o Indlcate a desire, pmihxx conchesd In
fecewpaving tonss, for reswmption of negotictions

uiﬁkthamﬁsmpm to pemit
ba%hmﬁ
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81. (Continued)

SUMMARY

The moeting in Waranaw of Soviet Poreign m&.atar
NMolotov end the foreign ministers of the satellite
stotes to discuss tlie London agragsunis on
_aﬁ:@mﬂyumxmquQomhm

m%wmmammhaoamimm
12 not palitieally, fitted to matech the im.’umm of
m&mmmmwmw
sqmadoematimofinpommoem mem
thcmclmfmortmm Probably the
formation of au “Eastem mmer. thomsn
and Lts mﬁcnimaaﬁm&t

sabinationy theae sxor (s} wmouncement ofién

intontion to permit the Gevmexs to create s proyislonsl

w&mmttwﬂmsmﬁzmt{b)mnt t to

a«himtbwamaﬂm&ﬁm of germany

: mentutth the westarn powergsl and {c) :maﬁ.;te
t of an allegedly independent oss

stata, edXy a resgteration of the Gm Reich.
svas that the USSK has convensd the warzow

mt&ghuﬁhmwﬁwmmmdtoinfm

the satellitss of its intentlon to snnounoe & progrem

rfar the creation of & provisional governmant in

mmmtcm::g in inde o and passibly
Lnuuﬂng.d a%m& thl wnt and to
express & desive, poss couchsd In fasew-saving
temms, to resch &n eventunl sclution with the wastern

mtopmitamiﬁuﬂmafm that would
be satisfackory to all Intereated nations.

beputy sssisuvent Director
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82. Daily Summary Excerpt, 25 June 1948, Germany: French View on Berlin Crisis;
Palestine: Jewish Extremists Increasingly Active

&9 JUN 1948
1

EUROPE

1. GERMARY: French view on Berlin crigsis--A high official
of the French ¥orelgn Office has expressed to US Ambassador
Caffery his personal views that: {(a) the western powers erred
seriocusly when the Berlin crisis first arose by oversiressing .
the imporiance of remaining in the city and announcing that
they would remain at all costs; (b) Berlin is not in fact “‘any
more quadripartite’’ than western Germany, in which quadri-
partite control has long been abandoned; and {(c) in the face
of aggressive Soviet action, the western powers would en-
counter almost insuperable difficulties in Berlin and, even
if able to maintain military and governmental forces, they
cauld not avoid a decline in prestige through remalning there.

~ {CIA Comment: CIA believes that even though a slight
decline in prestige of the western powers would result from
their remaining in Berlin in the face of Sovief aggressive action,
such a loss would be far less than that they would suffer through
a withdrawal. Moreover, any apparent weakening of tripartite
solidarity on the Berlin situation would greatly reinforce Soviet
determination to drive the western powers from the city.)
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82. (Continued)

. @
TOP s%@f?ET
. @’V

Q:Q’
. NEAR EAST-AFRICA

3. PALESTINE: / Jewish extremists increasingly active--US

Consulate General Jerusaiem reports thaf during the past
few days Irgun Zvai Leuri and the Stern Gang (Jewish
extremist groups) have become increasingly active in
Jorusalem. Both groups have, in contravention of the UN
truce terms, brought reinforcements, arms, and supplies
into the city and have taken over strategic areas which they
are converting into fovtified enclaves. The Consulate Gen-
eral has learned from varicus sources that the USSR is
providing the Stern Gang with arms and money through the

Satellites, particularly Poland. These sources also believe

that the USSR will make every effort to increase its support
as an cffective means of gaining 2 foothold for subversive
activities in Isracl. The Consulate General feels that the
Jewish extremists may become increasingly ezbarrassing
to the Isracli suthorities and may attempt to thwart any
effort to setile in'a reasonable way the present Jewish-
Arab impasse. :
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83. Weekly Summary Excerpt, 25 June 1948, Soviet Desire to Reopen Quadripartite
Negotiations on Germany

*'SECRET~
EASTERN EUROPE

The eontinved Soviet desire to re-open guadripartite
negotiations on the German probiem has been indicated by the
failure of the Warsaw Conference to produce formal plans for
a provisionsl government of eastern Germany and the Warsaw
communigue calling for a further four -power atiompt to unify
Germany., Concurrenily, intensified Soviet obstructionism in
Berlin appears designed io force the western powers to agree
to rencwed discussions in which the USSR weuld undoubtedly
demand that the entire German problem be reconsidered.

These Seviet efforts are prompted primarily by a desire to
obtain some measure of control of western Germany, parti-
cularly the Ruhr, or at least to sabotage or slow down the
western program, including European recovery, rather than

by any sincere desire for a just and equitable solution of the
German question. The communigue of the Warsaw Conference,
in its appéal for German ' unity and renewed efforts for quadri-
partite agreement, provides the Kremlin with a propaganda
theme which will undeubtedly attract many adherents not oaly
in Germany but throughout western Europe and the U3.

SECRET...
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84. Daily Summary Excerpt, 30 June 1948, Implications of Possible Approach to West by
Tito; Germany: Alleged Plans for East German Government

4. %Uuﬂms of possible approach to west by Tito-~The US
Miit&ry and Naval Attaches In Belgrade, (n raising the ques-
tion of possile approaches by Marshal Tito for US support
sgatnst the USSR, recommend the “‘boldest poasible exploit -

- tion"’ of sny such defection in ‘‘the keystono of the Soviet-
Sateilito sixuctare.” The Attaches beliove that in withstanding
Boviet prressure Tito would have good prospect of suczess if
-given full support from the west. The Atitaches, however,
recommand that the US take action caly through propaganda
until approached by the Yugoslrvs, ‘ /

(CIA Comment: Although Tito may extend cadtioss
feelors to the west, i% is more probable that hs will postpone
any direct yrequest for western support until the Kremlin bas -

closed al) further avenues for a rapprochement.
¥ the Kramlin denios the implied request for dirsct contact
made fn his 20 hme aaswer to the Cominform resolution, Tito
may then be forced to seek western ald against Soviet retalia-

- - .

tion.)
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EUROPE

GERMANY: Alleged plans for east German government--Well-
informed but untested CIA sources re?ort that: (a) an east
German government, to be called an “All German Government,”’
will be announced in the near future; {b) Otto Nuschke, member
of the Christian Democratic Union and co-chairman of the
Volksrat (People’s Council), will be the Prime Minister;
{c} indications are that the USSR intends to have the Volksrat
emerge as a ready-made government; and (d) the co-secratary
of the Volksrat is working on 2. draft peace treaty which must
be ready for suhmission to the People’s Congress in September.
(CIA Comment: CIA believes that the USSR has drawn
up plans for an east Cerman state which, in #ts provisionai
nature and approximate timing, will ostensibly parallel the
scheduled west German government. The implementation of
the Soviet plan, however, probably will be delayed until the
USSR can ‘“‘Justify’’ its action by rlaiming that the western
powers bave ignored the plea for German unification in the
Warsaw comrunique.)
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85. Weekly Summary Excerpt, 2 July 1948, Berlin Blockade; Intensified Communist
Activity in Italy; Yugoslavia's Defiance of the Kremlin’s Authority

SEERET—
WESTERN EUROPE

GERMANY

The Soviet Unior has further threstened the nosition of

the wesiern powers in Berlin by increasing existing rasirictions

" on communications between the city and the western zones. The
recent Soviet action in culting off 21l rail communicsiions and -
road and barge traffic represeats the near-maximum: curtafi~
ment of ground facilities within Soviet capabilities, On 23 ma
when the new embargoess wers put into effect, the wostern see-
tors had food stocks adequate for a six-week minimum German
ration and fuel stocks to supply light power, and water for three .
weeks. The Soviet action, oxtensibly taken in retalintion against
the western de¢ision to imroduce the new west German currency
in Berlin, has two pessible objectives: eithor to fores the western
powers to negotiate on Scviet terms regarding Germany, or fafl-
ing that to force a western power withdrawal from Bexlin.

The USSR does not seem ready to force a definite show-

_dowm but for the present appears more nclined to ¢ompel the
western powers to negotiate locally regarding Berlin in the hope
that such negotiations could be broadened to include Soviet de-

" mands on razjor issues such as the Rohr.  The USSR is attempt~
ing by various means to find a face-saving method within Germany
of reconvening the Allied Control Council. Having abandoned its
recent efforts to use the Polish mission in Germany for this

. purpose. Soviet of ficials have apparently dirscted the Commu-
nist-controlled Socialist Unity Pariy representziives on the
Berlin City Assembly to propose that city officials ask that the
ACC be convened. Present indications are that the Assembly
will make such a request and the USSR will seize upon it as a
means of reconvening the Cceuneil 2nd possibly also the Kom-~
mandatara. Although Commmnist leaders in Soviet-conirolled
areas have probably prepared an action program designed to
create a revolutionary situation in the western sectors, the
USSR presumably will not direct that such a program be put
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GERMANY )

fully into effect until it has exhausted less drastic pressure
devices and until public unrest develops.

_ The Soviet Commander, Marshal Sokolovsky, has at-
tempted to reassure the Germans and the western powers that
his new restrictions may only be temporary. The western
powers are inclined, however, to take Sokolovsky s remarks
with a large grain of sait. For the present, the German popula-
tion in the western sectors continues markedly antl -Soviet and
supports the strong stand taken by the western powers. Its
faith bas been further streagthened by determined US-UK efforts
to fly in supplies and by continued evidence that the UK and
French position remains firm. This German population may

be expected to give loyal and effective support to the western
powers, unless its will is sapped by stayrvation or its determi-
nation weakened by a belief that a westem wiﬂxdrawa. is in~

eviulble.
" Soyiet propaganda an polie mo‘ves in Germany during
the past week have been very closely coordinated. Sovie:-

licensed newspapers in the Soviet sector of Ber}in hammered
at their “panic’” theme of hunger and unemployment in the
western part of the city. Propaganda both within and without.
Germany emphasized that the western powers were forcing a
“split Germany”' upon the German people. The Warsaw Con-
ference accused the western powers of splitting Germany down
the middle while Soviet-licensed papers in Berlin demanded
that the western powers declare themselves ready to conclude
a peace for all of Germany. Meanwhile, the USER kept the back-
door open from the mounting Berlin impasse by carefully ex~
plaining in all propaganda releases that the Soviet restrictive
actions are made necessary by technical. difficulties rather
than by political motives.

i
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ITALY

Greatly intensified Communist activily in Italy, including

a full-scale attack against the Furcpean TeCOVETY program and
a general steike scheduied for 2 July, may be expeciedas a
result of new instructions received from the Cominforin, In
accord with these ordexs, italian Communisis will prosably de-
Beunce the Loncon agreement on Germany as a partitioning act
and will defend any Soviet covnteraction as moves to assure

. eventual unity of Germany under a ‘‘democratic’”’ governraent.
The Communists may 2lso engineer an ostensibie separation
from the Leit Wing Socialist Party in order io incresse the
cliectiveness of that group. - i the Socialist Party at its curnrent
Congress sheuld swing from pro-Communist t¢ 2 mera moderate
pogition, the Communists risht abandon the Populay TFront devics
and demand that pro-fusionist Socialists merge with the Commu-~
nists. This would enable the Cominunists to pose as the oaly
rariy representing the Walian working cless, and as such, claim
the right to participate in the Covernment.
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YUGCSLAVIA

Tito’s two-fold defiance of the Kremlin’s authority, .
in fiatly rejeciing the Cominformn 8 Criticistn and in advecating
a Balkan federation, has confronted the USSR with the necesgi 5
of making 2 decision which will have far-rezching effects upon
- the Soviet Union’s exstern Evropean empire and upon the Krem-
1in’s control over Communist Parties throughout the world,
Although the Kremlin undoubtedly foels the need to take some
decisive dction to regain prestige, it i faced with the unpleasant
vealization that: (1) drastic refaliation against Tiio might prompt
him to withdraw from the Soviet bloe; and (2) any accommodation
with Tito will mean 2 considerable loss of face. This decision
g complicated by the further realization that the Cominform’s
emphasis upen the “internationalist” character of Commupism
will probably weaken the Communist Parties of western Eurape
© through the defection or eliraination of “natlonalist’” elements
and fellow travellers. The Kremlin’s awareness of its difficult
position is indicated by iis treatment of this dispute as one raerely
involving Communist Parties and not goevernmenis, The Kremlin
may, therefore, continue to handle the matter cna Party lavel in
the hope of reaching some solution which will both be face-saving
and prevent the defection of Yugozsiavia from the Sovie? bloe.
While seeking a solution, however, the USSR can be expscied to
tighten its controls drastically over the other Satellites in order
to prevent any emulztion of Tito's example. Moreover, the USSR
will eventually exert mavimom pressure, short of war, to clim-
inaté Tito and his lieutenants. . - '

Tito’s continued refusal to bow to the Kremiin raflects
his realization that the die is cast and any precipitate retreat
on his part would be tantamount to political suicide. By
following his answer to the Cominforn with a public announce-

ment of a defailed Yugoslav Convnunist Party program and
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YUGOSLAVIA

referring only indirecly to the Cominform resolution, Tito
indicated that he still hopes to force the Kremlin to modify.
the Cominform decision and accept Yugoslavia as a full-
fledged pariner in the Soviet family rather than as a vassal
of the USSR, Thus, Titoc will probably extend no feslers
immediately fo the west, because such action would further
jecpardize any chance of a favorable rapprochement with
the Kremlin. Moreover, Tito's re-affirmation of the prinei-

. ples of Marx and Lenin and his pledge of continued co-

operation with the USSR in foreign policy matiers have in-
creased the difficulty of achieving any early rapprochement
with the west except in the sphere of economic relations.
Meanwhile, Tito can be expected fo take steps to sirengthen
his position internally while simultaneously supporting
Soviet foreign policy, and maintaining close relations with
the other Satellites. However, whenever Tito considers that
rapprochement with {he Kremlin becomes unlikely, he wili
probably exiend cautious feelers for western support against
the USSR, '

Communist Farties in the other Satellites are too
vulnerable to Soviet jorce to risk 2 break with the ireraiin
and therefore will probably not in the near-folure emulate
Tito's recent example in delying the Cominform. However,

if Tito wins substantial concessions from the Bremlin or is -

successiul in breaking away from Kremlin control, the
“intevynztionalist” Communists in the Satellites will face
greater obstacles in controlling those ‘‘nationalist’” Communist
elements {particulariy in Bulgaria and Hungary) which are re-
portedly already rebeliing against blind cbedience io the
Kremiin. Tito's action confronts Bulgaria with 2 maore Giffi-
cult decision than any other sastern Buropean nation, Bulgaria
and Yugoslavia hiave achieved close economic and mfiitary
cooperation since the ond of World War 1. Moreover, both
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couniries are involved in conflicting claims on Gresce and
Macedonia. Although the possibility cannot be eliminated
that Bulgarian Communist Premier Dimitrov will accept
Tito's bid for a Balkan federation, it is more probable that
Dimitrov will continue to hew to the Kremlin line because:

(1) his rivalry with Tiio for leadership in the Balkans mili-
tates against any rapprochement; (2) throtgh his long training
in Moscow and his association with the Comintern, he has
growa too internationalist-minded to defy Communist Party
discipline; and (3) ke realizes that the USSR could retalinte --
by force, if necessary -~ effectively against Bulgaria. '

The recent Cominform blast against Tito and the
stand-to-the-death statements of various Communist leaders
against the European recovery program reveal that the ex-
panded duties of the 1948 Cominform include the role of inter-
Satelilte taskmaster for the:Kremlin., As a resul¢ of the dispute
with Tito, the Cominform headgquarters will probably be moved
irom Belgrade to Prague. Czechoslovak Communists have

~already announced that future editions of the official “‘Com- -

inform Journal'’ will be distributed from the Czechssicvak
capital. Besides its gotion in disciplining Tito, the Comin-
form appavently also laid down for all Party members a strict
line to be taker concerning the Furopean recovery program.
Since the meeting, French Halian, and Trieste Communists
have wublicly stated that they will exert every effort to destroy
the European recovery program. This is in strong contrast

to public statements made by French and Ralisn Communist -
leaders prior to the Cominform meeting which were eompara- -
tively lacking in hostitity.

-10 -
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86. Weekly Summary Excerpt, 9 July 1948, Eastern Europe: Yugoslavia

YOGOSLAVIA

Eventnsl veconciliation between Tito and the Kremlin
appears o e 2 diminishing prospeet in the face of Tio s doter~
mination 10 keen the initiative by emphaiicalliy publicizing his
position, Meanwhile, the USSR and the Sntellites {except for
Albaniz) continue to maintain the fietion that the dispute is
bebtween the Yugosiav Communist Party and ihe Cominform and
not between govermments. The door thus is being left open for

a bilateral solution between Tito and the Soviet Union, However,
there has not yet been any indication of 2 Xremlin decision on
future handling of Tito. In reaching this decision, the Kromlin
must face the realization that: (1) the longer the digpule re«
maing unresolved, the more diffieult it will be to fiad a face~
saviag formula for 2 rapprochement; and () any drastic disei-
plinary measures against Tito would further endanger the
solidarity of the eastern bloc and incresse the possibility of

an underatanding between Tito and the west. Meamwhile, the
USSR appears to be making preparations for large-scale rafl
movements acress Hungary. Although these reported Lrepara-
tions may be designed primarily to evacuate Soviet troops and
dependents from Hunpary, and although Soviet armed intervention
in Vugoslavia is unlikely in the immedinte future, the fact rewains
that Hungary is a logical aven in which io assembie Sovist troops
for zn ntensive war of nerves against the rebellions Tito.

In taking direct action ssainet the HFugoslay Government,
Alhania bas become the ondy Satellite to make Tito s Gelootion
& governmenial as well as a party probler.  Albania presemaniy
has taken this strong stand because the Hoxha regime: (1) fears
Doviet retaliation more than Yugoslav counteraction; {2) expects
Tito's defont and hoves Albaniz will thershy gain 2 more favor-
able position in the Soviet orbit; (3) resanis Yugoslav exploitation
of Albanis’s economy; and {4) wishes to seize this opporiunity to
end a subservient reiationship. Despite the belligerency of Hoxha's

attacke on Tio, Yugesiavia is not tikely 2t present to risk the

N
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YUGOSLAVIA

. consequences of ar armed aitack on Albania. Moreover, so long
as Tito's dispute with the Cominform remains unresolved, the
possibilily increases that Yugoslavia’s reiations will-also de-
teriorate critically with neighboring Bulgaria and Hungary. Such
a development would create additional obstaeles. to an eventual
accommodation beiween Tito and the Kremlin, .

Yugoslay pressurae against Greece and Trieste will be
considerably lessered as a consequence of Tito's break with the
Cominlorm. In Greece, Tito’s recent actions have created ob-
ctacles to coordinated support of the Markos regime by Yugoslavia,
Buigaria, and Albania, Also, Tito will be reluctant to divertto
Markos scarce war materiel and supplies necessary to strengthen -
kis own position against possible Soviet retaliation. Moreover,
because Albania must now rely upon the USSR for its supplies,
Albania’s coniribution to the Markos forces can be expected
gradually to decrease or at least become more spasmodte. n
Trieste, Yugoslavia has lost the support of the local Communist .
Party which, despite its former dependence on the Yuposlav Com-
munist Party for directives and funds, is hewing to the Cominform
Yine. Yugoslavia has thus been denied its most effective weapon
for economic and political infiltration of Trieste.

The pessibility of Yuposlav economic overtures fo the
west will cause the Kremlin to proceed slowly and cautiously in
threatening Tito with economic sanctions. Initlally at least, any
curtailment of Soviet-Eatellite exports to Yugoslavia will be made
only on strategic materials, such as munitions and oil, which
would directly sivengithen Yugeslavia’s military potential. Already,
shipments of Hungarian exports to Yugoslavia are reported to
have been stopped while Rumanian oil destined for Yugoslavia
has reportedly been diverted to Bulgaria. Czechoslovakia, which
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is currently facing econcaic difficrlities resulting from unsaiis-
factory trade relations with the other Satsllites, may add to the
Kremiin's problem by seizing upon the present Yugoslav situa-
tion as a pretext for increasing trade with the west, claiming
that the reduction of exports to Yugoslavia makes it necessary,
Possibly in anticipation of increased Soviet economic pressure,
Yugoslavia has recently become more accommodating in econora-
ic negotiations with Ttaly.
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87. Weekly Summary Excerpt, 16 July 1948, International Communism; Establishment of
Competing Regimes in Korea

- SECRET—

EASTERN EUROPE

International Communism apparently is entering a
*‘holding operation’ phase, the second period of its develop~
ment following World War II. During this phase, the Kremlin
appareatly intends to strip all Communist parties down to 2
bard core of famatically faithful adherents. The first postwar
phase was characterized by Communist attempts to bhuild 2
broad base of popular support in all countries. Recognizing
signs of diminishing returns in this program, the Xremlin is
apparently willing to risk the loss of popular support in order
to build a stronger core of Communist faithfuls. The dis-
appointing Communist showing in the alian election and the
more recent defection of Yugosiay Communist leaders have un-
doubtedly indicated to the Kremlin that a tightening of Com-~

mumist ranks was long overdue. The Cominform attack upon
Tito was the signa!l for all Commaunist parties to reassess
their membership. Although the popular following of local
Communist parties will be reduced somewhat, the militant
potentialitios of the hard-core Commmunists, especially tn
Furope, will remain unaffected.

-0 -
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KOREA

The establishment of two competing ‘‘national”’ regimes
in Korea now appears imminent. The National Assembly in

South Korea has adopted a constitution and is scheduled to
announce the formation of the Republic of Korea in early August;
the US plans to recognize this regime as ‘‘the national Gover ment
of Korea envisaged by the General Assembly resolutions ' Con-
currently, the hastily reconvened North Korean People’s Council,
after denouncing US ‘‘unilateral’’ action in South Korea, has pro-
mulgated its own Soviet-model constitution and has scheduled
elections on 25 August for the establishment of a Democratic
Korean People’s Republic in which South Korea will ostensibly

be represented. The USSR undoubtedly will recognize its North
Korean puppet regime as ‘“‘national”’ in character and follow its
formation with renewed pressure for the withdrawal of ail occupa-
tion forces. The Soviet aim will be to deprive the US of an oppor-
tunity to establish a native security force in South Korea adequate to
deal with aggression from the North Korean People’s Army.

-13 -
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88. Daily Summary Excerpt, 17 July 1948, USSR: Reasons for Soviet Replies on Berlin;
China: Soviet Ambassador Urges End of Civil War

45 17 JUL 1948
733

o b
3174
3. USSR: Reasons for Soviet replies on Berlin--US Military fir~1 W
Attache Moscow advances the following probable reasons for
the strong Soviet reply to the Western Power notes concern-
ing Berlin: (a) the Politburo reasons that the Western Powers
are not prepared to fight over Berlin and no other course will
be effective in maintaining the western position; (b) the Kremlin
is determined to extend its control in Germany as far as pract-
cable by all means short of war; and (¢) the Soviet Union feels
the need of making a2 show of Soviet strength for propaganda E

purposes following its recent political reverses. .
(CIA Comment: CIA concurs with the analysis presented

by the US Military Attache.)
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FAR EAST
sl
5. CHINA: Soviet Ambassador urees end of civil war--US W
Embassy Nanking reports that Soviet Ambassador Roshchin

and the Chinese Minister of the Interior recently held a six-

hour conversation concerning the civil war, during which the
Ambassador urged that the Chinese civil war be brought to

an end for the sake of all concerned. The Embassy expresses

the opinion that this approach by the Soviet Ambassador

suggests: (a) the USSR is concerned that US aid may strengthen
the National Government; (b) the Chinese Communists are weaker
than they appear to be; and (c) Soviet officials may have relatively
little respect for the Chinese Communists, and that the USSR will

continue to propose Soviet assistance as mediator in the Chinese
civil war.

(CIA Comment: While CIA is not in a position entirely
to discount Embassy Nanking’'s explanation of the Soviet Am-
bassador's approach, CIA considers that the following considera-
tions are pertinent: {a) the USSR may estimate that a continuation
of hostilities would insure continued US aid and further extension
of US influenice over Nationalist China; (b) the USSR may reason

-9 -
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that once hostilities had ceased, Communist political penetration
could be accelerated, especially if a coalition government should
take over; and (c) the USSR recognizes that it would reap sub-
stantial propaganda benefits from a successful Soviet mediation
of the civil war.
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89. ORE 45-48 Excerpt, 22 July 1948, The Current Situation in China

ORE 45-48 _ ?E)“{

"THE CURRENT SITUATION IN CHINA
SUMMARY

The position of the present National Government is so precarious that its fall may
occur at any time. It is quite likely, however, that il may survive with diminishing
power for some time, but soon become only one of several regimes exercising govern-
mental powers independently in Nationalist China. Even with the current US aid pro-
gram, the present National Government has little prospect of reversing or even checking
these trends of disintegration. The increasing instability in Nationalist China will
facilitate the extension of Chinese Communist military and political influence.

Within Nationalist China the power and prestige of Chiang Kai-shek is steadily
weakening because of the unsuccess{ul prosecution of the war under his leadership
and his apparent unwillingness and inability to accomplish positive reforms. Op-
position, both within the Kuomintang and among dissident elements, centered chiefly
in Hong Kong, is gathering strength. 1n addition, deteriorating economic conditions
are exerting a cumulative impact on the political structure of the National Government.
Furthermore, the military forces of the Chinese Communists have been able to seize
the tactical initiative on an increasingly large scale. Even with current US assistdrice,
it is improbable that the Nationalist Army can successfully defend all of its present
territories.

In foreign relations, questions concerning the neighboring states of Japan and the
USSR are of paramount interest to China for reasons of security. Chinese opinion
favors'a “hard” peace settlement with Japan so as to prevent the resurgence of that
country as a Great Power. It is equally important for China to maintain correct and
if possible friendly relations with the USSR, for China unaided cannot match Soviet
power. Ymplementation of US aid to China is complicated by the question of the extent
of US controls and supervision, and US insistence upon accompanying economic, po-
litical, and military reforms. The USSR thus far has refrained from overt material
assistance to the Chinese Communists and continues to recognize the National Gov-
ernment, but it is apparent, nevertheless, that Soviet sympathies lie with the Chinese
Communists. Even if US aid should prove effective, this might prove fo be only a
temporary advantage for the National Government, since it might be offset by Soviet
counter-aid to the Chinese Communists.

The prospect for the foreseeable future in China is at best an indefinite and in-
conclusive prolongation of the civil war, with the authority of the National Govern-
ment limited to a dwindling area in Central and South China and isolated major cities
in north and northeast China, and with political and economic disorder spreading
throughout the country except possibly in Communist-held areas. The worst prospect
is complete collapse of the National Government, and its replacement by a Chinese

Note: The information in this report is as of 11 June 1948.
The intelligence organizations of the Departments of State, Army, Navy, and the Air Force °

have concurred in this report.
1 y@cﬁ
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Communist-controlled regime, under Soviet influence if not under Soviet control, and
uncooperatlve toward the US if not openly hostile. The latter development would
result in an extensive loss of US prestige and increased Communist influence through-
out the Far East, as well as an Intensification of threat to US interests in the Western
Pacific area. '

235




90. Weekly Summary Excerpt, 23 July 1948, Slackening Bulgarian Support for Greek
Guerrillas

BULGARIA

Slackening Bulgarian support for the Greek puerrillas

- 8 indicated by Bulgarian press treatment of the fighting in
Greece. Instead of front page reports of Markos successes,
the press has been carrying small back page paragraphs assert-
ing that Markos is repulsing all attacks. This press treatment
lends credence to unconfirmed reports that Bulgaria ceased.
shipping arms to Markos shortly after the Cominform attack
on Tito. ¥ this develcpment can be interpreted as an indica-
tion that the USSR has temporarily ‘‘wriiten off’’ the Greek
venture, such a Soviet decision would have been prompted by:
(1) a desire to conserve Bulgarian and Albanian military strength
in case of trouble with Yugoslavia; (2) inabllity at this time to
reconcile conflicting nationalist interests between Greek, Bul~-
garian, Yugoslav, and Albanian Communists concerning the
disposition of Greek Mzcedonia and Thrace; and (3) the diffi-
culty of achieving guerriila success without direct intervention
which would increase the risk of open coanflict with the US. H,
however, the guerrillas are able to prevent 2 decisive Greek
Army victory in the Grammos area, the Kremlin may order its
Satellites to increase their support of the Markos regime,
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91. Daily Summary Excerpt, 27 July 1948, Control of Berlin Believed Primary Soviet
Objective

27 JuL 1908
147

GENERAL

1. Control of Berlin believed EZ@ Soviet ob§'ectlve--US S - 7rs
Ambassador Smith in Moscow detects no real evidence of
an urgent Soviet desire to negotiate the overall German
question and suggests that the USSR is at present primarily
interested in liquidating Berlin as a ceater of weatern in-
fluence. Smith observes, however, that this does not imply
that the USSR is abandoning its objectives in western Ger-
many. Smith believes that the USSR might be induced tempo-
rarily t6 forego “‘the battle for Berlin” if sufficlently attracted
by wesiern power concessions on all of Germany.

(CIA Comment: CIA remains of the opinion that con-
ceasions on western Germany are the primary Soviet objectives
- and considers that unilateral control of Berlin is a sccondary
aim of the USSR.)
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92. Weekly Summary Excerpt, 30 July 1948, Rumors of Dissension in the Soviet Politburo

“SECRET™
EASTERN EUROPE

SOVIET UNION

Recent rumors of dissension within the Politburo appear
exaggercted. Although differences of opinion regarding Soviet
strategy undoubtedly exist among the members of the Soviet rul-
ing body, it is unlikely that these men, who owe their present
posttions fo Stalin, would find it possible to engage in sericus
disputes so long as Stalin remains the arbiter of Soviet policy.
Whatever may he their personal differences and animosities,
it seems certain that the members of the Polithuro continue
to work together as a team and confine their rivalry to jockey-
ing for Stalin’s favor or to competing for coatrel of the Party
machinery in order to hold the best possible position at Stalin’s
death. Until recently Andrei Zhdanov, chief Soviet ideological
spokesman, seemed to have gained the upper hand over Malenkov
in a contest for conirol of the Commumnist Party apparatus.
Latest indications are that Malenkov has regained his power-
ful post as 2 secretary of the Central Commitiee, which trans-
mits the deeistons of the Politburo to lower Party organs.
Zhdanev may have {o bear the responsibility for the inept _
handiing of the Cominform denunciation of Tito. Malenkov's
resurgence may be a rebuke to Zhdanov for his bandling of the
Yugoslav situation and could foreshadow a lessening in his
influence and prestige.
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93. Weekly Summary Excerpt, 6 August 1948, Germany: Far-Reaching Political and
Economic Reorganization in the Soviet Zone

. SECRET-=+
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GERMANY

A far-reacking political and economie reorganization
now is under way in the Soviet Zone. The German Popular
Front, the original Soviet-sponsored political organization,
is being abandoned in favor of a group of political parties com-
pletely loyal to Communism and backed by reliable Commu~
nist police, Leaders of the Christian Democrats and Liberzal
Democrais, both members of the Popular Front, are being
liquidated or eliminated. Members of these two varties are
being herded into the National Democratic Party and the
Farmers' Party, both headed by Moscow -trzined German
Communists. The Socialist Unity Paxty (SED), upon which
the USSR will rely to comtrol an eastera German Satellite
state, is being reduced to 2 compact organization responsive
to Cominform direction. The economy of the eastern zone,
with its arrangements for Soviet control and exploitation,
now resembles that of the Satellites, The former German
Central Administration concerned with economic affairs is
being subordinatsd to the SED -dominated German Economic
Commission. Industrial combines, which are responsible to
zonal authorities instead of to officials of various states in
the zone, will direct nearly all industrial activities. The
dominance of state-owned or controlled enterprises will speli
the eventual elimination of effective competition from privately-
gwned business and will simplify central control of the economy.
Coutrsl in the agrarian field will be effected through the poli-
tically -sponsored peasant cooperative movement, which operates
to the disadvantage of the independent farmer, When these ex-
tensive reforms are completed, integration of the eastern zone
economy with that of the western zones ean be accomplished
only with extreme difficulty.

~SECRET....
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94. Weekly Summary Excerpt, 3 September 1948, Soviet Union: The Death of Zhdanov

EASTERN EUROPE

SOVIET UNION

Althourh the sudden death of Zhdanov, for whatever
cause, rernoves a key figure from the Soviet directorate of
world Communism and at least one obstacle to some foric of
teraporary sapprochement with Tito, it will probably have cnly
a limited effect upon over-ull Soviet policy. Zhdanov directed
the Cominform denunciation of Tito, and it is possible that the
other members of the Politburo may feel that his death glves
them an opportunify to correct an inepily handled sifuation
without loss of face. Although 2 tenmporary agreement with
‘Tito is possible, the dispute appears to e based upon funda-
mental differences which would require a full capitujation on
the part of either Tito or the Kremlin.

The loss of Zhdanov creates a sericus organizational
probiem for the Kremiin, He was the only Politbure member
with extensive experience in dealing with foreign Communist
parties, and he has headed the postwar ideological purification
of Soviet arts and sciences, In addition, he had ezercised in-
creasing authority in the party organization since the end of
World War H. Malernkov appears to be the mos¢ likely pros-
pect a8 Zhdanov's successor both in the party and in the Com-~
inform. The re-emergence of Malenkov as a secretary of the
Central Committee in mid-fuly may have been because of
Zhdanov's deteriorating health, Malenkov lacks Zhdanov's
experience and prestige among foreign Communist parties,
however, and he cannot be expecied to fill the breach cauvsed
by Zhdanov's death for some time to come,

Although Zhdanov undoubtedly exerted considerable in-
fluence on Soviet policy, his death will not bring aboat any major
changes it the policies forraulated by the Politburo. In any
event, Molotov’s position as probable suceessor to Stalin has
been substantially strengthened by the elimination of a capable
and ambitious rivail.
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95. Weekly Summary Excerpt, 10 September 1948, Poland: Recent Conflict Within the
Communist Party

_-SECRET—

POLAND

Recent conflict within the Polish Communist Party, as
revealed by Wladyslaw Gomulka's removal as a Polisk Com-~
munist Party leader, represents another rebeilion by a national-
istic faction within Satellite Cormmumist parties against Moscow -~
enforced discipline when the interests of the nation are con-
cerned, The Polish situation might have resulted in another
Tito-rift except for the preseace of 125,000 Soviet soldiers within
Poiand; the fact that Poland borders the USSR’, and the fact that
Poland s Communist Party was a ‘‘three-man

’ show. Great
efforts were made within the party to patch up the differences
with Gomulka and his public recantation quickly presented an
unbroken front to the world, Despite his recantation and his
retention as FPirst Vice-Premier and Minister of Recovered
Territories, Gormulka is not long for Polish political life,

SECREF——
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96. Daily Summary Excerpt, 17 September 1948, China: Growing Nationalist Sentiment
for Neutrality

49 ‘ 17 sep 1948
TRR-SReRRT === 791
FAR EAST

2, CHINA: Growing Nationalist sentlment for neufrality --US ern . (.

Embass; Nanking has been informed by ' a usually reliable
source’’ that a new clique in the Nationalist Government has
the chjective of keeping China neutral in the event of an
“inevitable’’ US-USSR war. The Embassy suggests that this
information, combined with information that the Chinese
Foreizn Minister and the Soviet Ambassador have recently
held several secret conferences, indicates that a Forelgn
Office group desires neutrality and is willing to appease the
USSR consideradly. The Embassy believes, however, that
Chiang Kai-shek is basically pro-US in his orientation. The
Embassy contigues to believe that the USSR is seeking con-
trol of all of China via a Communist-Nationalist coalition.

(CIA Comment: Although current reports from Chinese
Sources concerning the growih of pro-Soviet sentiment in the
National Government probably have a basis of truth, they may
be designed primarily to exert pressure for more US aid.

CIA believes that the USSR favors a Communist-Natiomiist
coalition in China, and will Atiempt to mediate in the Chinese
civil war and to establish such a coalition at a time when C hiang
Kai-ghek has suffered major mﬂitﬁggl&%mr%%s. or is 'faﬁed with

a new political-economic crisis.) —.
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97. ORE 60-48 Excerpt, 28 September 1948, Threats to the Security of the United States

ORE 60-48 wL QR ECREBW

THREATS TO THE SECURITY OF THE UNITED STATES
SUMMARY

1. For the foreseeable future the USSR will be the only power capable of threat-
ening the security of the United States. The Soviet regime, moreover, is essentially
and implacably inimical toward the United States.

2. 'The power of the USSR to endanger the security of the United States is a con-
sequence not only of Soviet strength, but also of the weakness and instability prevalent
in Europe and Asia and of weaknesses in the military posture of the United States.
The principal restraint on hostile Soviet action is the greater potential strength of the
United States.

3. Soviet strengths and weaknesses and specific Soviet capabilities to threaten
the United States and US security interests overseas are set forth within (paragraphs
2-17). '

4. In general, the probable basic intentions of the Kremlin for the next decade are:

a. To avoid war with the United States, but to exploit to the utmost, within
that limitation, the coercive power inherent in the preponderance of Soviet military
strength in Eurasia, relying on the disinclination of the United States to resort fo war.

b. To build up as rapidly as possible the war potential of the Soviet orbit, in an
effort to equal and surpass, eventually, the war potential of the United States.

¢. To wage political, economic, and psychological warfare against the Uniied
States and its allies, with a view to undermining their potential strength and increasing
the relative strength of the USSR: in particular, to prevent or retard the recovery and
coalition of Western Europe and the stabilization of the situation in the Near East and
Far East.

d. To exploit every opportunity presented by the weakness and instability of
neighboring states to expand the area of Soviet domination by political and subversive
means.

5. Although the Kremlin is unlikely to resort deliberately to war to gain its ends
within the next decade, it would do so if ever it came to consider such a course expedient,
particularly if convinced that time was on the side of the United States. In this respect
the situation will remain critical pending the successful accomplishment of US efforts
to redress the balance of power. Moreover, there is constant danger of war through
accident or miscalculation.

6. In any case, the fundamental hostility of the Soviet Government toward the
United States and its formidable military power require, in common prudence, that
the United States be prepared for the eventuality of war with the USSR.

Note: The intelligence organizations of the Departments of State and Army have concurred in this
report. The Air Intelligence Division, Air Intelligence Directorate, Department of the Air
Force has also concurred, but see comments in Enclosure A, p. 10. For a dissent by the Office
of Naval Intelligence, see Enclosure B, p. 11.
The information in this report is as of 13 September 1948.
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98. Daily Summary Excerpt, 2 October 1948, Possible Soviet Reversal on Palestine

"2 00T 1948
43

PSEORET 804

GENERAL

1. Pogsible Soviet reversal on Palestine--US Embassy Moscow
has been informed by an Arab source that Soviet Deputy
Foreign Minister Zorin told him that the Soviet position con-

' cerning Palestine 18 now subject to review because the par-

tition plan of 29 November 1947 is not being card ed out. The
implication, according to source, was that a dramatic Soviet
reversal might take place if the UN General Assembly at-
tempted any solution for Palestine other than reaffirmation g
of its original resolution.

(C1A Comment: CIA does not believe that the USSR will -
change its support in the General Assembly from the Israelis
to the Arabs. CIA believes, however, that the Soviet Union
will oppose the adoption of a solution based on the US-UK
supported Bernadotte proposals and will insist upon the original
UN partition plan.)
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99. Daily Summary Excerpt, 4 October 1948, France: USSR May Finance French Coal
Strike

» 4 0CT 1948

© 805

EUROPE

3. FMNCE: USSR may finance Freach coal strike--According as/A- s.
to US Embassy Paris, the French Interior Ministry has been
authentically informed that Communist Party Leader Duclos
recently told the French Communist Party: (a) the USSR -
[1 DECLASSIFIED
\\ Auth: ppa Rmg, 77 1763
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99. (Continued)

considers it absolutely necessary for the Communtsts to re-
enter the French Government; and (b) the USSR will finance
the French Communist Party in order to achieve this atm
and possibly will support the French coal strike.

. ) r e

the Communists hope to prolong the coal strike for two or
three weeks and thus deliver a severe blow on the eve of

winter. the Kremlin has arranged for the
halting of shipments ot coal from Poland to France during

" this strike.

(CIA Comment: CIA believes that the Communist
strategy of trying to obtain a ‘‘Popular Front” Government
by inducing economic and political chaos would be materially
advanced by Soviet financial aid. It is unlikely, however,
that the Center and Right would consent to admit the Com-
munists into such a Government, although some Socialists
might be inclined to do 5o in order to recoup their
l1abor and political losses.)
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100. Daily Summary Excerpt, 9 October 1948, Germany: Preparations for Eastern German
Government

e 9 oCT 1948

49 810

EUROPE

2. GERMANY: .Preparations for eastern German governmept-- /R - Sea
CIA bas been informed by a usually reilable Source that
the Volksrat in Soviet Zone Germany hase drawn up a )
constitution for an ‘‘Eastern German Republic’’ which 1s
to be announced “‘in the near future.’”’ Source reports that .
Co-chairman Grotewohl of the Sccialist Unity Party is
considered to be a most likely minister-president of
such a government,

(CIA Comment: CIA believes that the USSR will
by November have established a German police organtza~
tion through which it can at any time set up an eastern
German government without any real iessening of present
Soviet control. The creation of such a government would
not necessarily involve a Soviet troop withdrawal. CIA
believes that the German figurehead for a Soviet Zone
governnment will be Wilhelm Pieck, not Grotewohl, and that
the real Communist leader in Germany. will continue to be
Walter Ulbricht.)
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101. Daily Summary Excerpt, 11 October 1948, Possible Communist Strategy in Western
Europe

opsocln | 811

GENERAL

1. Possible Communist strategy in western Em«-—z\ccording ¢/h - Sec
to US Ambassador Kirk in Brussels, Belgian authorities view ti A - sec
the Commnnist offensive n France and present Communist
preparations for a wave of iabor agiiation in Belginm as parts
of a general, coordinated effort to create social and political
instability in western Europe. US Ambassador Caffery in
Paris reports the conviction of Interior Minister Moch that

“France is now the battlefield chosen by the Kremlin in an
atternpt to bring western Enrope to its knees.”’ The French
Interior Ministry belleves that chief Communist efforts in
France are now centered on the raiflways in order to prevent
the delivery of Saar coal. The Ministry is hopeful, however,
that the attitude of non-Communist unions, combined with firm
police action,will prevent a major stoppage.

(CIA Comment: CIA agrees that the Communists are
directing a labor offensive against western Europe as a whole.
CIA considers that the major drive is being made in France

. because it is the most vulnerable country, economically and
politically.)
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102. Weekly Summary Excerpt, 15 October 1948, The Communist-Inspired Strikes in
France

~-SEGREF--

ZIhe Communist-inspired strikes in France are de-
signed primarily as an additional and timely weapon with
which to further the Kremlin’s primary goal of defeating
the European recovery program, Consequently, the fate
which befalls the French Communist Party as a result of
the strikes is a secondary consideration to the USSR. The
current Communist attack in France reflects the Soviet
belief that such action, if taken before western aid restores
French political and economic stability, would seriously
dislocate the French economy and dissipate the beneficial
effects of the European recovery program throughout
western Europe. However, in choosing France as the
first major battleground in its fight against European
rehabilitation, the Kremlin has run the risk of precipi-
tating De Gaulle’s return to power and of possible outlawing
of the Communist Party. Regardless of the outcome of the
strike offensive in France, the Communists can be expected
to resort to similar direct tactics in other ECA countries.

s SEERETsseome
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103. Weekly Summary Excerpt, 29 October 1948, UN: Soviet Veto on Berlin; Germany:
Soviet Action in Eastern Germany

UNTTED NATIONS

nsky’s moderate veto
statement, made during the voting on the Security Council
compromise proposal, suggests that the USSR may be
interested in an evenitual face-saving solution of the Berlin
dispute. Vishinsky barely referred to the contention of the
USSR that the UN has no jurisdiction over the Berlin contro-
versy. The Soviot representative defended the veto largely
on the grounds that the proposed ending of the blockade and
the introduction of the Soviet currency in Berlin were not
to be simultanecus. This implicit willingness to accept the
UN as a forum for negotiation on Berlin indicates that there
1s still some possibility that the USSR is interested in find-
ing a compromise solution to the dispute,

The Soviet Union may now be inclined toward concilia~
tion because it recognizes that the Berlin blockade has failed
to dissuade the western powers from proceeding with a
separate organization for western Germany or to force them
out of Berlin. The USSR may even recognize that the present
success of the airlift, combined with the firm stand of the
western powers, has: (1) raised western prestige in Germany
and increased German hostility to the Soviet Union; (2) spurred
" western plans for rearmament and military coalition; and
(3) precipitated the local problem of Berlin into a crisis

of world scope, far exceeding Soviet calculations. While
awaiting further developments in the UN, the USSR wiil also
look for positive evidence that the airlift can, or cannot,
overcome the Berlin winter.
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103. (Continued)

_==SEERET

WESTERN EUROPE

GERMANY

Soviet action in eastern Ger during the past three
months Indicatés that the Rremiin is accelerating prepara-

tions which would permit the establishment of an eastern Ger-
man government capable of agsuring Soviet domination with
or without the support of Soviet oceupation troops, The Com-
munist-dominated Socialist Unity Party (SED) is undergoing
a purge which will vltimately replace all members of non-
Communist parties and unreliable Communists now holding
key positions in the SED with reliable Stalirist Communists.
The cadre thus formed will bocome the instrument for tighten-
ing Communist control of the SED, the Volkskongress, and
other Communist front organizations. In conjunction with
Soviet domination of the German Economic Commigsion and
the Administration of the Interior, the SED wiil contribute
materially to Soviet control of eastern Germany throigh 2
Communist minority. Moreover, a disciplined SED will facili-
tate Soviet-Communist control of the Soviet sector of Berlin
following the anticipated split in the Berlin city government
after the 5 December western sector elections. In addition,
eventual Soviet domiration of castern (iermany is being
facilitated by efforts to strengthen and reorganize the Adminis-
tration of the Interior. The Administration, through the
SED party structure, is now in practically full control
of the zonal government down £o a county level; the frame-
work of the Administration thus is strikingly similar to
the centralized police system of the Nazi regime, The

. Administration can now exercise most of the powers of a
Ministry of the Interior in a totalitarian state, including
control of public prosecutors through the criminal potice.
Approximately 15,000 specially trained and selected police,
under the control of the Administration and guartered in
barracks throughout the Soviet Zone, are being equipped
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103. (Continued)

SECRET

GERMANY

with earbines and machine guns, and they may eventuzlly

be equipped with heavier weapons. In the hope of appealing
to German nationalism, this new police foree may be headed
by Germans formerly identified with the Free German Com~
mittee.
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104. Weekly Summary Excerpt, 29 October 1948, Prospects for Invasion of South Korea by
the North

KOREA
South Korea by the North

Korean Peoples Army is not likely until US troops have
been withdrawn from the area or before the Communists

- 14 -
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104. (Continued)

KOREA

have attempted to ‘‘unify’’ Korea by some sort of coup.
Eventual armed conflict between the North and South
Korean governments appears probable, however, in the
light of such recent events as Soviet withdrawal from
North Korea, intensified improvement of North Xorean
roads leading south, Peoples’ Army troop movements
to areas pearer the 38th paraliel and from Manchuria to
North Korea, and combined maneuvers, Communist
agents have been directed to intensify dishirbances in
South Korea in November, ostensibly to facilitate an in~
vasion early in 1949. Although this invasion may not
materialize, such disorders as the recent Yosu uprising
(in which a Communist-led constabulary unit attacked
town police and constabulary officers) would bolster a -
Soviet claim before the UN that the South Korean regime
is unpopular and supporied only by the police and the US
Army. Proven Communist complicity in such incidents
may react against the USSR in the UN, but Communist
efforts to initiate riois and strikes will continue in order
to pave the way for North Korean control of the entire
peninsula following the withdrawal of US forces.

« 15 -
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105. Weekly Summary Excerpt, 5 November 1948, Soviet Union: Stalin Interview

EASTERN EUROPE

SOVIET UNION

Premier Stalin’s recent PRAVDA interview apparently
indicates some shift in the Kremlin's estimate of its capabili-
ties for achieving its immediate objectives in the Berlin dispute,
The USSR probably stiil wants a negotiated settlement of the
Berlin issue on terms which would permit ultimate Soviet con-
trol of Berlin and Communist penetration of western Germany.
The Kremlin apparently believes, however, that such terms
probably cannot be obtained from the western powers under
present circumstances. Stalin’s interview may therefore have
been intended to prepare the ground, both within the Soviet
Union and abroad, for further unilateral action on Germany,
possibly including partition and the establishment of an east
German state. The Soviet people have never been told of the
real gravity of the Berlin situation and therefore need to be
prepared for any step as drastic as the renunciation of “‘co-
operation’’ with the western powers. As Soviet propaganda
designed for foreign consumption, the Stalin interview reiterates
the aliegation that the western powers are responsible for pres-
ent world tension and warns the West that the USSR may proceed
unilaterally in Germany. 'The uncompromising stiffness of
Stalin’s remarks therefore suggests that in the absence of a
facesaving compromise, the USSR 1is prepared to accelerate
preparations for the formation of an east German state.

Soviet propaganda preparations for the annual celebration
of the October Revolution sharply contrast with the extravagant
preparations being heralded throughout the world at this time
last year. The less than a dozen news items about the armiver-
sary which have appeared may reflect Kremlin preoccupation
with the world sitwatior. This year’s slogans whick will be used
to define the Communist ‘“line’” during the next twelve months
represent littie change from the pattern of themes emphasized
last year.

N

wrenrT.
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106. Weekly Summary Excerpt, 12 November 1948, China: Decisive Battle Beginning;
Soviet-Satellite Support of Clandestine Air Activity to Palestine

FAR EAST

CHINA

The decisive battle for Ceniral China is beginning.
At least 16 Communist columns are sweeping down both sides
of Bsuchou in a pincer movement which can either destroy
that vital Nationalist base or, by isclating it, drive directly
against Nanking. The imwminent collapse of the il -frained
and dispirited Nationalist forces in the Hsuchou-Nanking area
will probably mark the end of ail organized Nationalist mili-
tary resistance. In North China, the present inactivity prob-
ably foreshadows a forthcoming Communist attack in the
extremely vulnerable Peiping-Tientsin-Ealgan avea, The
eclipse of the Nationalists in Manchuria is compiete, follow-
ing Nationalist evacuations of ¥ingkou and Hulutzo.

The imminent bankruptcy of the Chinese National
Government, presaged by the panicky refusal to accept
gold yuan in Shanghai and Nanking, may soon result inthe
lifting of foreign exchange controls to permit free dealing
in US currency and bullion. In Shanghai, the price cf rice
has reportediy increased 80 times over the ceiliag price
prevailing last week, 2ad the refusal of farmers to ship food
to these cities has heightened the critical food shortages.

The National Covernment, beset by unprecedented
military and economic debacles, continues to exert every
effort to avert political collapse on the home front. Regard-
less of the refusal of several Kuomintang officiais to serve
on the Cabinet and the suggestions of some Cabinct members
that a peace be negotiated with the Communists, Chiang Kai-
shek appears determined, at the moment, to continue his fight
against the Communists o the bitter end. A satisiactory

- 11 -
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106. (Continued)

st

CHINA

solution of the Cabinet crisis is unlikely, however, in view of
the hopelessness of the general situation and the unwillingness
of prominent Nationalist leaders to accept responsibility for
forming a new Cabinet,

A tremendously increased Soviet war potential in the
Far East may result eventually from Communist control of
Manchuria and north China, With the Communists controlling
these areas, including Shanghai, the USSR would have a2 “‘strong
voice” in the operation of both the extensive harbor facilities
and the transportaticn net in this vast area, This greatly in-
creased transportation potential, if developed by an aggressive
rehabilitation program, could permit the USSR to undertake
an ambitious industrial expansion in north China and Manchuria,
Such an expansion in these areas wounld provide the USSR with
an agrarian-industrial base capable of supporting a far more
formidable military force In active combat than it can presently
maintain there. The creation of a major industrizl complex
in Manchuria would enable a large Soviet military force to live
almost entirely off local production and to depend upon the
limited capacity of the vulnerable trans-Siberian railroad
only for highly critical items. The self-sufficiency of any
Soviet military establishment in the Far East would be further
augmented by the utilization of the warm water ports along the
north China coast. Shanghal has extensive dry dock and repair
facilities which could be rapidiy converted to the production
of both merchant and naval vessels.
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106. (Continued)

SOVIET-SATELLITE SUPPORT OF
CLANDESTINE AIR ACTIVITY TO PALESTINE

Allegations of direct Soviet support of the Israeli
military machine were contained in public charges recently
made by a former pilot of the Israeli Air Transport Com-
mand. The pilot’s statement, much of which is supported
by evidence already available, gives a detailed account of
the organization of the Israeli Air Force and the Israel
Afr Transport Command and describes the methods used
in secretly flying considerable quantities of aircraft and
munitions from Europe into Palestine. The pilot’s specific
charges of direct Soviet support, however, cannot be sub-
stantiated at this time. His testimony confirms reports
that Prague has been 2 major center for the procurement
of airplanes and munitions for shipment to Israel. Coordi-
nated government direction of these procurement and ship-
ment activities is clearly indicated by the number of Czecho-
slovak government agencies already implicated. These
agencies include: (1) Czechoslovak consuls who have been
instructed to issue visas for Israelis and foreign volunteers
enroute to Czechoslovakia for training; (2) the Czechoslovak
Air Force which has conducted the pilot training program,
issued Czechoslovak uniforms to the trainees, and placed
military airfields at the disposal of foreign aircraft operators
engaged in arms-ruming to Palestine; and (3) the Czecho-~
slovak Communist security police who have protected these
various activities to insure secrecy and prevent local inter-
ference. Moreover, the Cornmunist Party in Czechoslovakia
has organized a corpcration, with Israelis holding 2 minority
interest, for the express purpose of facilitating the sale and
delivery of Czechoslovak munitions to Israel.

Although there is no indication of the precise role

played by the USSR in the Czechoslovak arms traffic, these
activities could have been undertaken only with the approval

- 15 ~

258



106. (Continued)

of the Soviet Union. The sale of arms and munitions to the
Israelis certainly has served the Soviet desire to protract

the coaflict in the Near East. {(Czechoslovakia has contracted
to supply arms and munitions to Arab states as well as I§rae1.)
At the same time, Czechoslovakia has been provided with much-
needed hard currency. The same dual purpose probably
inspired Yugoslavia to provide an airfield in southern Yugo-
slavia for clandestine air operations to Israel.

There is some evidence that Soviet and Czechoslovak

- enthusiasm for the support of Israel is diminishing. Israel
representatives in Prague have reported to the US Embassy
that the Czechoslovak Government: (1) {ntends to discontinue
the training of Israel pilots and the recruitment of volunteers
to serve in Israel; (2) 1s now exexcising more rigid control
over the movement of Jewish refugees through the country;
and (3) is investigating the offices of the American Joint
Distribution Committee which handles for Israel the distri-
bution of Jewish DP’s. [ - '

] The USSR and Czechoslovakia
may simply believe that greater caution is needed in order
to forestall charges of violating UN truce obligations. On
the other hand, the USSR may be convinced that the Israelis
have won their fight and that Soviet purposes will be better
served by a closer balance of military power between Israel
and the Arab states.

- 16 -
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107. ORE 49-48 Excerpt, 18 November 1948, The Trend of Soviet-Yugoslav Relations

ORE 49-48 {:g mﬂﬂ

THE TREND OF SOVIET-YUGOSLAV RELATIONS

SUMMARY

Tito's defiance of the Cominform has precipitated the first major rift in the
USSR’s satellite empire and has struck at the very core of the Stalinist concept of
Soviet expansion through world Communism; for, if the Kremlin should decide as a
result of the Tito affair that local Communist parties cannot be relied upon as effec-
tive instruments for maintaining Soviet control over its Satellites, the Soviet leaders
must then re-examine their present techniques. The primary results of such a re-
examination will probably be (1) to purge thoroughly all Communist Party leadership
of unreliable elements and (2) to take strong measures aimed at neutralizing the
widespread anti-Soviet antagonism of the Eastern European peoples.

Early reconciliation between Tito and the Cominform is unlikely. Tito will be
wary of a reconciliation because the present Soviet regime will never forgive his kind
of heresy and will, despite any temporary rapprochement, inexorably seek his over-
throw. Moreover, the Kremlin cannot afford the loss of face and denial of its infal-
libility which would result from admitting that Tito had been even partially right.
Meanwhile, the Kremlin appears to be presently unable to institute effective discipli-
nary measures against Tito short of armed invasion, and Tito will seek to avoid any
steps which might provoke the USSR into taking such action. Consequently, neither
Stalin nor Tito will risk an immediate complete break between the two countries in
the hope that developments will eventually produce some satisfactory solution of the
present impasse. An accommodation between the two countries, however, will become
increasingly difficuit. As each state takes steps to consolidate its position, the dif-
ferences between them will assume greater ideological as well as practical intensity.

Despite ‘this gradual widening of the breach between Yugoslavia and the USSR, a
Kremlin decision to use its potential to overthrow Tito by force would be motivated less
by Yugoslav actions than by international developments. The possibility of direct
Soviet action might increase if international tension increases the possibility of war,
or the USSR deliberately launches World War III.

Note: The information herein is as of § November 1948.
The intelligence organizations of the Departments of State, Army, Navy, and the Air Force
have coneurred in this report.
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108. Weekly Summary Excerpt, 19 November 1948, The Kremlin “Peace Offensive”

THE FREMULIN “PEACE OFTENSIVE”

Desnite the recently hendlined Kremlin “‘peace
offensive,”’ continued Soviet-C ommunict pressures and
ezmansion in variomis varts of the world indicate that any
“softening”’ by the Soviet Union should be regarded only
as a temnorary tnetical adjustment aad net as a prelude
to a sweening revision of Soviet policy toward the west.
The TSSK apparently now intends to exploft the U5 refusal
to engige in bilateral negotiations on Cermany as a further
examnle of UT insincerity in the quest for werld peace.

‘Vestern furope FSoviet nressure continues unabated in

western Furope. In France, the Commu-~
nist-dominated Ceneral Confederation of Labor, which called
the still unsettled ccal strike and which is campaigning for
rotation strikes in other industries, admitted publicly that
groups of miners in the USSR and #ts Satellites were provid-
ing funds to finance tdle strikers. In the western zZones of
Cermany, the Communists are organtzing youth and factory
cells in premaration for increased agitation. T Austria, Soviet
occupation authorities recently sought to counteract slowly
-tmproving economic conditions by demanding ancther allot-
ment of locomotives and rolling stock as war booty. This
action, combinec with recent Zoviet success ia int!midating
Austrian officials by arresting 2 number of Austrian citizens,
may lead \ustrin to waver in its cooneration with the west-
€Xn powers,

Near Bast The return of Soviet Ambassador Sadchikov to

. Tehran may nresage 2 renewed camvaign against
the US arms nrogram and US military missions in Iran. The
latest incident in the Soviet ‘“‘war of nerves™ is the occunation
by the USSR of a strip of territory claimed by Iran and located
along the Soviet border east of the Caspian Sea. Soviet pressure
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108. (Continued)

“PEACE OFFENSIVE"

will probably be restricted to-demands for an oil concession
in Iran and repeated charges that US military aid violates
the 1821 Soviet-Iranian Treaty of Friendship.

Jasan  As a part of expanding operations in the Far East,
the USSE has increased its activity and interest in
Japanese affairs. Molotov's recent reiteration of Kremlin
interest in the early cenclusion of a Japanese peace treaty
may be the beginning of a propaganda campeign designed to
harass US occunation authorities. In late September, the
USSR agzin requested that ‘‘those powers most interested”’
be authorized by the Far Eastern Corimission to exercise
international controle over Japanese industry which would
extend beyond those established by a formal peace treaty.
The Seoviet member of the Allied Council for fapan has also
been sharply critical of both the Japanese Government and

. SCAR during the past three manths, As one measure of

Soviet intent in the Tar East, radio transmitting facilities

of several Stberian broadeasting staticns beaming propaganca
to Japan have been strengthened so that virtually any standard
Japanese radio set can pick up the signal.

China Advance propaganda announcements by prominent

Chinese Communists suggest that the USSR is pre-
naring the way for more active participation in Chinese
affairs. In the most recent annocuncement, Liv Shao-chi,
member of the Chinese Communist Central Committee,
attempted in a radio commentary to prove that Chinese
patriotism was not incompatible with “proletarian inter- .
nationalism.”’ Although the philosophical subtleties of Liu’s
reasoning will largely escape the rank and file of Chinese
Communists, this public acknowledgment of Soviet primacy
in the conduct of local Communist Party affairs probably
represents the beginning of a Soviet-sponsored “‘educational’’
campaign to prepare the Chinese for 2 dominating role » 7the
USSR in China. .

-3 -
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109. Intelligence Memorandum 76 Excerpt, 19 November 1948, Economic Trends in
the USSR

CENTRAL INTELLIGENCE AGENCY

19 November 1948
|

INTELLIGENCE MEMORANDUM NO, 76

SUBJECT: 'Ecbnomic Trends in the USSR

The economy of the USSR has lmproved rapidly since 1945 but pro-
duction is still slightly below the 1940 level. In terms of ruble values
the Soviet Unicn is meeting the objectives of the fourth Five-Year Plan,

- but in terms of physical units of production many key industries are
failing to attain their goals. Despite the recent Soviet announcement
that during the first nine months of 1948 total production exceeded the™
average 1940 level by 14 percent, an analysis of the various industrial
and agricultural components that make up this productmn index reveals
a less favorable picture of Soviet Economic revival.

It must be emphasized that this is an over-all production figure which
fails to reveal the lack of essential uniformity in production inicreases
throughout the numerous sefments of the economic complex. Some
branches of - industry have exceeded their norms while others have fallen’
short. The failure of some segments of industry to meet the plan require-
ments: has:far-reachiug ‘effects.in-a planned economy. Under the current
; : r ‘Plan, thosé main grroups which have failed to reach 1940 pro-
;duction évels include: “steel, transportation, agriculture, heavy construc-

tion, machine tools, and basxc heavy machinery. The failure of these
‘important branches to regain their 1940 levels presents serious difficul-
. ties to the Soviet planners and detracts from the sizeahle-advances over
- 1940 miade by such industries as chemicals, petroleurn, coal, aluminum,
and elec'tric power. ' ;

Further factors which should be taken into account in evaluating the
general productlon increase are as follows:

a A disproportionately large part of production must constantly be

assigned to maintenance and repair of inefficient plants and low-quality
equipment.

Docunent No [+ X4 /
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b. A part of the increase in production must be attributed to the
addition of industry and resources in newly acquired territory.

¢. A gizeable part of additions to industrial capacity resulted from
reparations, war booty, and exploitation of Satellites. To this must be
added the productive and technical ability of engineers, technicians,
skilled and semi-skilled labor in POW camps, and those groups brought
in from occupied and acquired areas.

Economic recovery to the 1940 levels, then, is not as complete as
the Soviets imply. It must be emphasized, however, that their state-
controlled economy requires relatively little change in mobilization
for war and has forced consumer goods production to the barest mini-
mum both in time of war and of peace. This permits greater emphasis
on capital goods production than is possible in capitalist countries and
basically strengthens their economy. _

In international econpmic relations, the Kremlin is currently inten-
sifying its efforts to acquire specific items of industrial equipment and
raw materials from the West, partially as the result of the combined
Soviet-Satellite inability to make up these deficiencies within Eastern
Europe. The ability of the Soviet countries to obtain those items will
depend in part upon (1) the extent and effectiveness of export controls
and (2) trade concessions that must be made in the interests of Western
‘European recovery. ,

While economic considerations alone do not determine Soviet foreign
policy, the state of the Soviet economy currently acts as a deterrent on
the implementation of Soviet aggressive designs. The above analysis
of Soviet economy, therefore, tends to substantiate the belief that Soviet
efforts will continie to be conceatrated upon (1) consolidation of control
over thre Eastern-European Satellites and over occupied Germany and
Austria; and (2) furthering of Moscow-dominated Communist expansion
through the activities of native Communist parties. The curreat rate of
improvement in the Soviet economy will not in itself warrant substantial
changes in the timetable of Soviet policy implementation.

Selected fields of the Soviet economy are commented on in Enclosure A.
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110. Weekly Summary Excerpt, 26 November 1948, France: Soviet Pressure; Communist
Labor

ok,

FRANCE

Soviet Pressure The Soviet Unfon continues to exploit
French defeatism and fears of a resur-
gent Germany. Apparently convinced that France is the
weakest link in western European defensive planning, the
USSR has: (1) chosen France as the place to concentrate
Communist attacks upon the European recovery program;
(2) stepped up its propaganda campaign against western
plass for Germany and the Ruhr; (3) implied that the Spanish
Pyrenees, rather than the Rhine, would be the US ““frontier’’
in Europe; and (4) indirectly proposed, on a governmental
level, that France renounce the western bloc in order to
insure world peace and French security, Ata time when
France’s internal problems portend the fall of the Queuilie
Government and the rise of De Gaulle, the Kremlin can be
expected to continue its cynfcal exploitation of French fears
and prejudices which has already caused many Frenchmen
of varying political convictions to consider critically the
tmplications of France’s alignment with the west,

SECRET™
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~SEGRET=

EASTERN EUROQOPE

Commnuaist Labor  Soviet determination to throw the full,
world -wide resources of Communist
labor against the Eurcopean recovery program iS manifested
by Soviet support of the strildng French coal miners. The
Communist-coatrelled Secretariat of the World Federation
of Trade Unions (W¥TU) has called for “angible demonstra-
tions’” in supnort of the French miners. Simultanecusly,
the Soviet, Polish, Czecheslovak, Yugoslav, and Rumanian
iabor movements have contributed 90,000,000 francs (about
$288,000). This unprecedented public aid, which actually
is insignificant in comparison to the total clandestine Soviet
support of the French strike, clearly demonstrates the all-~
inclusiveness of the Soviet effort to sabotage the European
recovery program. The WFTU appeal, directed primarily
to western labor, may draw minor contributions from ieft-
wing labor groups in Haly, the UK, and the US. However,
the apoeal will be flatly rejected by British and US national
Iabor organizations which support the Eurcpean recovery
program and will hasten their formal withdrawal from WIFTU.

- 10 -
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111. Weekly Summary Excerpt, 3 December 1948, The Berlin Dispute; Communist Policy
in China

THE BERLIN DISPUTE

Despite the Soviet Union’s acceptance of the proposal
by the UN neutrals to continue negotiations on the Berlin
currency question, Soviet establishment of a regime for
east Berlin, by completing the political and administrative
division of the city, has greatly increased the obstacles to
2 settlement of both the Berlin dispute and the entire German
question. The USSR has utilized the UN negotiations to gain
time for consolidating the Soviet position in Berlia and eastern
Germany. Moreover, by exerting greater pressure upon the
western powers fo withdraw from Berkin, the USSR has now
relegated the currency guestion to relative insignificance
in comparison to the far more exzplosive problem inherent
in the establishment of two separate governments in Berlin.

“Rump’’ Government . Establishment of a2 Communist
“rump’’ government in Berlin
represents a Soviet attempt to counter the 5 December elec~
tions in the western sectors and to block UN interference
in clty affairs. This latest move has placed the Eremlin
in the position of being able o make “paper” concessions:
to the west on four-power currency control for Berlin with
the knowledge that such concessions can only be imple-
mented through a ceatralized administration in the city.
Thus, even if agreement on currency is reached, these re-
cent Soviet moves will make it necessary for any future con~
ference on the Berlin dispute to deal with the problem of city
government. In such a conference, the USSR might demand
a consolidation of the two separate city governments, Any
resulting “‘compromise’’ government would: (1) provide the
USSR with Communist representation in key positions, far
out of proportion to that which could reasonably be expected
in an open general election; {2) increase Communist ability
to impair the functioning of the Berlin goverament; and
(3) strengthen the Soviet potential for undermining the posi-
tion of the western powers in Berlin.

-? -
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Economic Consequences The immediate effect in Berlin

. of the creation of a separate -
Communist government will be to intensify the political

and economic impasse by making normal city government
virfually inoperable. Following the 5 December ¢lections

in the western seetors of the city, the USSR may complete

the economic split of the city by carrying out its already -
publicized threats to take measures which would: (1) require
workers living in the Soviet sector and working in the western
sectors or vice versa to change either their place of residence
or their place of employmeat; (?) force some of the industrial
and commercial enterprises in the west sectors to stop pro-
duction while municipal gas lines, water matns, and sewers,
now functioning as a city-wide unit, were being reconstructed
to {it sector boundaries; (3) seriously impair maintensnce and
operation of surface transportation; {4) cut off electricity

for the S-Bahu intercity trains in western sectors; {5) stop
subways and elevated trains at zonal boundaries; and (6) disrupt
telephone, telegraph, and postal services while they were being
re-establisked onr an east-west zonal basis.

Tightening Blockade In addition to possible Soviet actions

_ ' which would completely cut off still
functioning municipal services from the western sectors of
Berlin, recent re~groupings of the Brandenburg land police
suggesi that the USSR may throw a cordon around the westera
sectors of the city. Hitherto, a considerable unofficial barter
of goods and a lively traffic in ilticit items between the western
sectors of Berlin and Soviet-occupied territory have materially
relieved the needs of the western sector population. Although
the Soviet noose around Berlir has been deliberately left loose
because of trade advantages derived by the USSR, energetie
police action could substantially reduce those important com-
mercial operations. If this tightened blockade is imposed and
efiectively implemented, 2 material increase in the ajrlift
will be necessary in order {0 maintain the present ievel of
health and economic welfare of western sector residents.

-3 .
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SW
FAR EAST

CHINA

Communist Policy Recent statements from authoritative
Chinese Commaunist sources empha -

size the strong ideoclogical affinity existing between the

USSR and the Chinese Communist Party {CCP) and indicate

-9 -
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CHINA

- that Soviet leadership, especially in foreign affairs, will
probably be faithfully foliowed by any Communist-dominated
government in China. This pro-Sovlet orientation has been
revealed by: (1) recent Chinese Communist statements
echoing the Soviet view that ‘““the world is divided into two
camps’'; and (2) the CCP Central Committee endorsement
in July of the Cominform condemmation of Tito, Chinese
Communist propaganda has been accusing tbe ‘US State
Department and US espionage organizations’’ of jointly
plotting to ‘‘destroy the national liberation movement in
China. Thus a convenient pretext is being fabricated for
possible future suppression ox liquidation of those Chinese
Communists unwilling to follow the Stalinist line.

- 10 -
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112. Weekly Summary Excerpt, 17 December 1948, Soviet Union: Israeli Policy

SOVIET UNION

Taraeli Policy  Although the Kremiin is unitkely to altey its
hasic pollcy toward Israel before the 35 fan-

uary Isracli elections, the recent marked ehange in Czecho-

slovaitia’s earlier friendly atilinde toward iszael may veflest

an impending change in Soviet tactics in the Mear Fast. Cszecho-

slevak authorities have cancelied the Israeli military training

programn and the Government has allegedly forbidden unschadulsd
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_SECRPT™™

SOVIET UNION

afr flights to Israel. This latier move, by curtailing clandes-
tine arms shipments, represents an obvicus financial loss to
Czechoslovakia and was probably dictated by the Soviet
Union. The USSR may estimate that the establishment of
Israel as a disruptive force in the Arab world has now been
accomplished and that further military aid to 2 country of
basically pro-western sympathies would ultimately prove
prejudicial to Soviet interests in the Near East. Nevertheless,
the Soviet Union, in the faint hope that Israel’s pro-western
alignment may change after the 25 January Israeli elections,
has not yet altered its basic polley of politicaily supporting
Israel.
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