II: The March Crisis and the Berlin Airlift

1947 was a year of confrontation. In July the Soviets rejected the aid offered through the
Marshall Plan and forced other Eastern Bloc countries to do the same in an effort to counter
the growing American influence in Europe. In September, the Communist International was
apparently reborn as the COMINFORM. At the end of the year the growing stalemate in the
roundrobin Conferences of Foreign Ministers (CFM) climaxed with a complete breakdown in
London.

These ominous developments prompted equally dire warnings from within the US intelligence
establishment. On 22 December a CIA Intelligence Memorandum warned President Truman that
the Soviets would try, through obstructionism and harassment, to force the Western Allies out

of Berlin.1 On 26 and 30 December CIA’s analysis was seconded by similar missives from the
State Department in Washington, followed by a cable from the Ambassador to Moscow, Lt. Gen.

Walter Bedell Smith.2

In Berlin itself, the political atmosphere grew more frigid with the replacement of the Soviet
Military Governor, Marshal Georgiy Zhukov, by the hardline Marshal Vassily Sokolovskiy in March
1946. The US Military Governor in Germany, Gen. Lucius D. Clay, had hoped to work
cooperatively with his Soviet counterparts, but in October he began to worry about the exposed
position of the US garrison in Berlin as the Soviets stepped up security for military exercises

inside the eastern zone.3 Rumors began to circulate that dependents would soon be sent

home. The Allied garrison in Berlin became increasingly jittery over the winter.4 In January 1948
the Soviets began to interfere with trains to Berlin from the western zones, and on the 20th of
January Marshal Sokolovskiy abruptly rejected Clay’s proposals for currency reform within
occupied Germany. The situation worsened over February when the Czech Communist Party
overthrew the coalition government in Prague, even as the Allies were discussing plans for a
new Western German state. Shuttling back and forth to London, Clay felt increasingly uneasy,
and finally, on 5 March, Clay cabled his concerns to the Joint Chiefs of Staff in Washington:

For many months, based on logical analysis, | have felt and held that war was unlikely for at least
ten years. Within the last few weeks, | have felt a subtle change in Soviet attitude which | cannot
define but which now gives me a feeling that it may come with dramatic suddenness. | cannot
support this change in my own thinking with any data or outward evidence in relationships other
than to describe it as a feeling of a new tenseness in every Soviet individual with whom we have
official relations. | am unable to submit any official report in the absence of supporting data but
my feeling is real. You may advise the Chief of Staff of this for whatever it may be worth if you feel

it advisable.®

Although Clay later denied that he had intended his carefully worded telegram to be a war-

warning,® it was interpreted as such by the Pentagon. At the behest of JCS Chairman Omar N.
Bradley, the Intelligence Advisory Committee ordered an ad hoc committee chaired by ClIA’s
Office of Reports and Estimates to draft an Intelligence Memorandum for the President judging
the likelihood that the confrontation in Central Europe would escalate into war.? The committee
quickly became mired in bureaucratic rivalries. Army and Air Force representatives feared that
passage of the defense budget then being debated in Congress might hang on what was said



about Soviet intentions in Europe. Seemingly at particular risk was the Army’s proposal for
universal military training. The Office of Naval Intelligence, by contrast, remained conservative
in its estimates and resisted saying anything that suggested war might break out in 1948.
Consensus was, to say the least, elusive. Although—after an initial period of alarm—no one on
the committee was willing to say that war was likely, the military representatives refused to say
that it was unlikely.

Finally, on 16 March DCI Roscoe Hillenkoetter demanded straight answers from the committee
to three questions, to be given to the President that morning:

1. Will the Soviets deliberately provoke war in the next 30 days?
2. In the next 60 days”?
3. In 19487

After some further hedging, the committee answered the first two questions in the negative
and deferred the answer to the third, to be dealt with by ORE in an Estimate. A rider was
attached to the memorandum dealing with the Army’s concerns for the defense budget still

before Congress.8 DCI Hillenkoetter took advantage of the opportunity to append yet another
memorandum reminding President Truman that CIA had analyzed Soviet intentions in these

same terms on 22 December.® The promised follow-on Estimate, ORE 22-48, The Possibility of

Direct Soviet Action During 1948, was published on 2 April.1° In it—and in two similar estimates
that followed over 1948-49—0ORE discounted the possibility that the Soviet Union would
deliberately initiate a war in the immediate future. However, ORE did underline the likelihood
that the Soviet Union would apply increased political pressure to the US position in Europe, and

warned that, in an atmosphere of increasing tension, the chances that war might break out by
1

accident would increase.
In Germany, Washington’s alarm over Clay’s 5 March telegram came as something of a surprise.
On 12 March a quick poll of intelligence officers attached to the various commands in Germany

produced a near-consensus that the Soviets were not ready for wart2—only Clay’s G-2, Maj.
Gen. Robert L. Walsh disagreed. While this was going on, the Soviets moved some 20,000
troops into frontal areas from within the Eastern bloc, along with an additional 12,000 MVD
(internal security) troops from the Soviet Union. On 19 March a planned Communist takeover in
Helsinki failed when the Finnish Minister of the Interior, Yrjo Leino, himself a Communist,

alerted the Finnish army.’® The next day Sokolovskiy and the entire Soviet delegation walked
out of the Allied Control Council in Berlin. This was followed by two weeks of exercises involving
Soviet ground forces and police units inside East Germany. At the same time, the Soviets
staged a series of carefully orchestrated incidents near the intra-German border, including the

kidnapping and interrogation of German civilians, apparently with the intent of convincing Allied
a4

observers that the Soviets were preparing to take some undefined military action.1
In the time that had passed between the first Soviet provocations and the staged military
incidents at the end of March, the Western Allies had the opportunity to consider possible
Soviet actions in detail. As might be expected, the onset of large-scale Soviet military exercises
triggered an alert in the Western zones, but by the time the Soviets began staging incidents
along the intra-German border the debate over the Soviets’ intentions for the near future was
over. When, on 30 March, Sokolovskiy’s deputy formally notified his Western counterparts that,
effective midnight, 31 March, all Allied traffic through the Soviet zone would be forced to submit
to inspection, both General Clay and his superiors in Washington knew that they faced a

political challenge to the US presence in Berlin—not the threat of war.1®



From the intelligence standpoint, the chief effect of the March crisis was to provide a
precedent by which future Soviet actions could be judged. In effect, Stalin had telegraphed his
punches, so that, by the onset of the Berlin blockade that June, Western analysts had a better
understanding of just how far he was willing to go. Under these circumstances, the outcome of
the June crisis was pretty much a foregone conclusion—assuming that Western resolve
remained intact.

Stalin hoped, of course, that by challenging the Allied position in Berlin, he would be attacking
the Western coalition at its weakest point. Anticipating a postwar crisis in capitalist system,

Stalin believed that Berlin was the point where, if he pushed hard enough, he would cause the
16

Western alliance to come apart at the seams.
In pursuit of this goal, Soviet harassment of Allied military trains to Berlin continued over April
and May, all but halting passenger traffic, although food shipments continued. On 5 April a
Soviet Yak-9 fighter harassing a British airliner inadvertently collided with it, killing all on board
both aircraft. Simultaneously, the Soviet Berlin Commandant, Gen. Alexander Kotikov, launched
a blatant campaign to hamstring the Kommandatura. The scale of Soviet provocations increased
until 16 June, when Kotikov denounced the American Commandant, Col. Frank Howley, for
leaving his deputy to represent him in a meeting of the Kommandatura and walked out himself,

thus abrogating the last vestiges of the quadripartite administration of Berlin.1? Over 18-20 June
the Soviets blocked the Western powers’ plans for the introduction of a reformed currency into
Berlin. On 19 June they finally halted all rail traffic into the city, and on 23 June they halted road

and barge traffic and cut off the supply of electricity to West Berlin.'® The Soviet blockade of
Berlin had begun. On 26 June the first Allied transports began to airlift supplies into Berlin.

The Berlin blockade illustrated just how poorly Stalin was being served by his intelligence
services. Soviet planning for the blockade was superficial at best: the Soviets apparently never
anticipated that the West might hold out,1® while no one in the Kremlin seems to have realized
how much the eastern zone itself was economically dependent on the West.29 Moreover, there
is evidence that Soviet intelligence officers feared to bring bad news to Stalin and “cooked the
books” in their reporting about the effectiveness of the blockade and Allied airlift.21 Had they
not done so, the Soviet blockade might never have gone on as long as did, despite its manifest
failure.

By contrast, the record shows that US reporting accurately gauged Soviet intentions both
before and during the crisis. In Washington, ORE persisted in its belief that Stalin would not
deliberately push the Berlin confrontation to war.22 Meanwhile, CIA intelligence officers
provided insights into the strengths and weaknesses in Soviet planning23 and were able to
provide some of the first indications of cracks in Soviet resolve.24 Policymakers in Washington
were also kept apprised of the situation in Berlin through a stream of reporting on Soviet
intentions and opera‘cions.25

lI-1: Memorandum for the Chairman, Joint Chiefs of Staff, General of the Army Omar Bradley, 31
July 1947 (MORI No. 144273). [PDF Only 215KB*]

Tensions were running high in the summer of 1947, as reflected in this extract from a routine
status report prepared in Berlin. The writer of the report would not have used such candor in
referring to his military compatriots, were the report intended for other than internal
consumption. It is interesting that the branch chief in Washington, future DCI Richard Helms,
felt the report to be important enough that it be shared with JCS Chief Bradley without altering



the language.
11-2: Memorandum for the President, 16 March 1948 (MORI No. 9259). [PDF Only 401KB*]

DCI Hillenkoeter’s memorandum brought the curtain down on the March 1948 “war scare.”
Because General Clay’s so-called “war warning” emanated from outside normal intelligence
channels, Hillenkoetter apparently felt that CIA’s credibility was at stake. He thus appended a
CIA memorandum from the previous December evaluating the situation and forecasting Soviet
moves. That CIA was still a very young agency is reflected in the use of recycled Central
Intelligence Group (CIG) stationary.

11-3: ORE 22-48: Possibility of Direct Soviet Military Action During 1948, 2 April 1948. [PDF Only
631KB*]

lI-4: ORE 22-48, Addendum: Possibility of Direct Soviet Military Action During 1948-49, 16
September 1948. [PDF Only 451KB*]

11-5: ORE 46-49: The Possibility of Direct Soviet Military Action During 1949, 3 May 1949. [PDF
Only 729KB*]

One of the most valuable functions played by the Intelligence Community during the crisis of
1948-49 was to provide policymakers with perspective on the changing situation in Berlin and
Germany. In these three Estimates, the Office of Reports and Estimates (ORE) used
assessments of Soviet capabilities to discount the possibility of Soviet military action in 1948
and 1949. Reporting of this kind helped policymakers understand Soviet actions in Berlin in
context with broader Soviet intentions. Throughout this period, however, ORE was handicapped
by a consistent lack of reliable information on Soviet intentions and capabilities, a deficiency
clearly reflected in these Estimates. Interesting, too, is the fact that all these Estimates warn of
the likelihood that war might break out inadvertently, should tensions continue to run high—a
reminder that the memories of Sarajevo and the outbreak of World War | lingered in the minds
of high-level officials on both sides.

11-6: ORE 29-48: Possible Program of Future Soviet Moves in Germany, 28 April 1948. [PDF Only
585KB*]

In the aftermath of the March Crisis, ORE attempted to forecast possible Soviet moves in
Germany. Although the Estimate raises the possibility of a blockade, the emphasis throughout
is on the projected establishment of a Soviet-backed East German Communist regime.

11-7: Memorandum for the President, 9 June 1948 (MORI No. 9260). [PDF Only 357KB*]

Although the lines of confrontation certainly were being drawn, in June 1948 the situation in
Germany remained fluid. This memorandum, prepared just before the Soviets severed land links
between the eastern zone and the west, discusses likely Soviet reactions to the proposed
merger of the three western zones of occupied Germany. It serves as a reminder of just how
new—and unprecedented—the Cold War was in 1948. The governments here discussed as
being established “provisionally” were to last nearly half a century.

11-8: ORE 41-48: Effect of Soviet Restrictions on the US Position in Berlin, 14 June 1948. [PDF
Only 668KB*]

But a few days before the onset of the Berlin blockade (20 June), ORE considered the impact of
Soviet efforts to restrict US military rail traffic to and from Berlin. Already Berlin’s value as a



base for the collection of strategic intelligence inside Soviet-dominated Europe is being
emphasized.

11-9: CIA Memorandum for the Secretary of Defense, Subject: Situation in Berlin, 28 June 1948
(MORI No. 144438). [PDF Only 198KB*]

11-10: CIA Memorandum for the Secretary of Defense, Current Subject: Situation in Berlin, 30
June 1948 (MORI No. 145210). [PDF Only 152KB*]

1I-11: Memorandum for the President: Russian Directive Indicating Soviets Intend to Incorporate
Berlin into the Soviet Zone, 30 June 1948 (MORI No. 97992). [PDF Only 57KB*]

11-12: Intelligence Report: Russian Unilateral Dismissal and Appointment of Berlin Police
Officials, 15 July 1948 (MORI No. 145211). [PDF Only 72KB*]

The four intelligence reports above demonstrate Soviet confidence that the blockade would
bring an end to the quadripartite regime in Berlin. The reports of Soviet planning to assume full
control of Berlin (Documents. 11-9, II-11, 1I-12) reveal a thoroughness in operational matters that
contrasts sharply with the more strategic failure to consider the effect the blockade would
have on the East German economy. Document II-10 shows how the Soviets depended on
German food supplies, even as they were taking actions that would throttle the East German
economy. The documents also suggest that the Soviets never expected West Berlin to hold out
for nearly a year.

I1-13: CIA 7-48: Review of the World Situation, 14 July 1948 (MORI: 8840). [PDF Only 1.6MB*]

The dramatic success of the Berlin airlift has tended to obscure just how perilous a situation
Berlin was in the summer of 1948. As this CIA report shows, there were real doubts about the
Allies’ ability to maintain themselves in Berlin. Moreover, with both the Western and Eastern
alliances in flux, more than the Allied position in central Europe was at stake. As the
confrontation dragged on, each side’s freedom of action gradually diminished.

11-14: Memorandum for the President on the Situation in Berlin, 10 December 1948 (MORI No.
145213). [PDF Only 257KB*]

1I-15: Intelligence Report: Soviet Measures to Further Tighten the Sector Blockade in Berlin, 30
December 1948 (MORI No. 145214). [PDF Only 176 KB*]

11-16: Soviet Plans to Control the Western Sectors of Berlin, 6 January 1949 (MORI No. 145215).
[PDF Only 126KB*]

The Allied capability to supply West Berlin with needed food and fuel was strained to the
utmost in the frigid North European winter. Apparently believing that they could bring the
confrontation to a decisive conclusion, the Soviets prepared to isolate West Berlin from the
eastern half of the city and to abrogate what remained of the quadripartite governing
arrangements. Once again, a Soviet intelligence failure is revealed in their ignorance of the
economic interdependence of the city as a whole. Soviet efforts to halt economic intercourse
between East and West Berlin failed, while the winter brought only a redoubling of Western
supply efforts.

11-17: IR: SED preparations for lllegal Work in West Berlin, 7 March 1949 (MORI No. 145217). [PDF
Only 142KB*]

11-18: IR: Progress of the SED Membership Purge, 7 March 1949 (MORI No. 145218). [PDF Only



117KB*]

By the spring of 1949 a change in mood was evident in the East German Communist leadership,
if not in Moscow. Having apparently reconciled themselves to the failure of the blockade to
drive the Western powers out of Berlin, the SED prepared itself for long-term subversive activity
in the western half of the city and began a purge of its leadership cadres.

11-19: CIA 5-49: Review of the World Situation, 17 May 1949 (MORI No. 8872). [PDF Only 1.18MB*]

With the blockade at an end, Western optimism is shown in the hope that the Soviets would be
willing to negotiate a solution to the “German question.” In fact, a solution already had been
found: in the division of Germany into two separate states. Probably neither side recognized at
this point just how enduring this solution was to be.
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11-2: Memorandum for the President, 16 March 1948 (MORI: 9259).

DCI Hillenkoeter’s memorandum brought the curtain down on the
March 1948 “war scare.” Because General Clay’s so-called “war warn-
ing” emanated from outside normal intelligence channels, Hillenkoetter
apparently felt that CIA’s credibility was at stake. He thus appended a
CIA memorandum from the previous December evaluating the situation
and forecasting Soviet moves. That CIA was still a very young agency

is reflected in the use of recycled Central Intelligence Group (CIG)
stationary.
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ORE 2248 TOP ﬁm
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 mil-
tary action during 1948,
DISCUSSION

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

CONCLUSIONS

3. The preponderance of available evidence and of considerations derived from the
“logle 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

forusandthea’trahglcadv&ntagewhich,thenssnmlghtlmputetotheoccupatlonot =
WestemmuopeandtheNea;rmt,'thepomibultymunbe:reepgnmdthatthe.US‘SR_..,;c‘ :
‘might resort to direct military action in 1848, particularly:if the Kremlin ghould Inter- -

mtmmmgormamumwmmmmwatmmussx
or its satellites. S . : L

‘m«umahmmmdbyllomudboeeommmuuptmnuum-ndthointenhenu
Motthebepulmentolahu.theArmy,theNuy,mdtheurhree. The date of the
estimata is 30 March 1943,
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TOP &W
ENCLOSURE
DISCUSSION

1. The Soviet military forces are estimated to have the current capability of over-
running all of Western Europe and the Near East to Calro within a short period of time.

2. Boviet military forces along the frontiers of Western Europe and the Near East
are estimated to be combat ready and generally so disposed that they could launch an
immediate offensive. -

3. Since the end of the war Soviet Ground Forces have been reorganized to provide
& substantial increase in mobility, more effective firepower, and improved leadership on
all levels, The mobilization system permits tripiing ot strength within 30 days. ‘The
alr forces have been provided with a substantial number of jet aircraft and several
regiments of long-range bombers and are now organized into fifteen alr armles, ag
compared with seventeen at the end of the war, An extensive air defense system hag
been developed along the Eastern and Western frontiers, employing an Increasing
number of jet interceptors and an effective radar system deployed in depth. There is
evidence of Increased emphasis on the development and. production of long-range

‘high-speed submarines. Soviet industrial production has continued to emphasize milj-

tary rather than civillan requirernents. -

4. By exploiting the postwar political and-economic instabllity in Europe and the * °

rest of the world along traditional Marxist lines; Soviet leaders have already obtained

very substantial results. The exploitation of such unstable conditions is the cheapest

and safest method by which Sovlet leaders can obtain thelr objectives,

§. Certain basic factual data can be produced to help determine whether or not
Sovlet leaders would stand to gain or lose by exercising their current military capa-
bility of overrunning Western Europe and part of the Near East. Many factots bearing
upon this problem, however, would still have to be determined on the basls of estimate
and logic rather than upon factual evidence. (This problem i3 under detailed study.)

6. The detemnination at this time of whether or not Sovlet leaders intend to employ
their milttary capability rests, in the last analysis, essentially upon logic rather than
upon evidence. We have no access to the thinking or decisions of the Kremlin and
little contact with lower echelons of Soviet officialdom. Such evidence as i3 currently
coming to hand, however, suggests that Soviet leaders do not presently Intend to exer-
cise their military capability of overrunning Western Europe and part of the Near East,
Since the Czechoslovakian coup there have been some reports suggesting that Soviet
leaders may intend shortly to resort to military action but these have been from uneval-
uated sources and can logically be interpreted as attempts by Soviet or anti-Soviet
elements to exploit for their own purposes the fear psychosis prevalent throughout
Europe as a result of the timing and rapidity of the Czech coup,

7. 'The Intelligence agencles have generally taken the position that the USSR, in
spite of its current military capabilities, would not commit itself to a course of action

. 2 Topﬁr
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obfectives, the USSR were faced with impending stability in Europe, 1t would tempo-
rarily abandon its expansionist policy, consolidate Its gains, and awalt the opportunity
to promote and exploit new conditions of Instability as they might develop In the
future,

8. The positions taken In 7 above require a careful reappraisal, particularly in the
Hght of recent US policy statements and other neasures against Communist expansion.

CONSIDERATIONS WHICH MIGHT INDUCE THE SOVIET LEADERS TO RESORT
TO MILITARY ACTION, IN THE ORDER OF THEIR IMPORTANCE:

the west, it is possible that the Politburo might come to this conclusfion.

10. Even if Soviet leaders did not expect imininent Us aggression, they mlght‘

maximum, The USSR {s faced with the prospect of (1) US rearmament and Presumably
the rearmament by the US of the Western European Powers now jolned in a military
alliance and (2) increasing US production of atomic bombs and longer range aircraft
which will increase Us capabilitles for covering strategic Soviet targets. :

too difficult, or at least too costly, for the US to attempt an invasion of these areas by
ground forces. The situation would differ greatly from that cbtaining In World Wars
Tand II. In those wars the US had beachheads on the continent or In England and
the Soviet Union was an ally or a neutral In the rear of Germany. In this case the Us
would be faced with the manpower and space of most of the Eurastan land mass,

b. That domination of the channel coast would enable them to neutralize
the UK.,

¢. That under these circumstances: ‘

. (1) the US public might not support the continuation of the war even if
the military so desired, and : .

(2) the US In any event would be restricted to an apr war and naval

blockade, which, although capable of inflicting substantial damage on the Soviet and
Buropean economies, would not be able to dislodge the USSR from its newly won

position.
. 8 %
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d. That the denia] to the Western Powers of Near Eastern oli would serfously

impalr their war potential,

12. The Soviet leaders might believe that, in spite of the currently impoverished
condition of Western European economy and the vast difficulties Inherent in the

organization, control, and assimilation of this area, the quickest and easiest way to
remedy the economic deficlencies of the USSR would be to seize the industria] capacity,

CONSIDERATIONS WHICH MIGHT RESTRAIN SOVIET LEADERS FROM
RESORTING TO DIRECT MILITARY ACTION DURING 1948, IN THE
ORDER OF THEIR IMPORTANCE;

14. The ultimate effectiveness of the European recovery program' in stabilizing the
economie situation in Western Europe is still far from assured, particularly in the light

further Soviet gains through the exploitation of economie, political, and soclal instabil.
ity, while recently diminished, are by no means exhausted, - .

15. Soviet leaders have been In the past habltﬁally cautious and deliberate',' é.nd,

consequently, might be reluctant voluntarily to Incur the risks inherent in a major war,

16. The occupation of Europe and the Near East would impose serious brob}ems on
Soviet léaders and expose them to grave rigks, i ’ -

& The maintenance of military and police ‘forces adequate to protect the -

defensive position gained by the occupation of most of Western Europe and the Near
East would place a serlous strain on both the economic resources and manpower Teserve
of the Soviet Union. Assuming that war with the US continues following the conquest

b. In addition to the problem of physical security, the control and assimilation
of the economies of Western Europe and the exploltation of the Tesources of the Near
East would Impose a tremendous strain upon Soviet administrative organs and person-
nel resources, even with the help of well organized local Communist parties in some
areas,

lation. ‘The exdgencies of ‘war, entirely apart from the possibllity of any allen contami-
bation, appear to undermine Soviet ideology and discipline,

17. The basic economic deficlencles of the USSR In terms of requirements for

- global war against the Ug:

4 v TOBMECRET
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a. The USSR suffered enormous physlcal damage in World War IT and has
Probably not regained production levels of 1940 in all basle industries.

b. Capaclty is inadequate in a number of vital flelds, including transportation,
communications, and In the production of steel, ofl, and machine tools,

¢. In order to exploit the European economic potential, the USSR would have
to supply raw materials and food to an already impoverished European ¢ontinent cut
off from the resources of the Western Hemisphere and other parts of the world outside
the Soviet Unlon and her sphere of influence.

18. Soviet leaders may anticipate that, in spite of the European recovery program,
the Marxist prediction that the capitalist world will collapse of its own accord will be
fulfilled, following the economic dislocation of Word War IT.

19. The US has a growing stock of atomic bombs, Soviet leaders may not regard
this weapon as a decisive factor, and inay have considerable confidence in the USSR's
defensive capabilities against atomic attack; they probably recognize, however, that
atomic warfare can inflict vast destruction and loss of )ife on the USSR.

20. The Soviet population is definitely war-weary and has long been promised an
improvement in its standard of living. While the Russians traditionally unite to repel

. forelgn Invaders, Soviet leaders might question whether, under present cireumstances,

they could risk the possibility of & protracted global war,
21. The politicians in the Politburo have always been suspleious of the military,

War would again bring the military ta the fore and might constitute a real or imagined -

threat to the Party leaders. :

154




I1-4;

.. st MLy Sy
¢ FOR THERASSTRONRRN R A
- ~TOPTSECRET— FOR:REBORTSN 72s

POSSIBILITY OF DIRECT SOVIET
MILITARY ACTION DURING 194849

ORE 2248 (Addendum)
This documant has LeepPublished 16 September 1948
for releasa through '

the HISTORICAL REVIEH PROGRAM of
the Contral Intelligence Agency.

Date 2/ "Sul 82

BRE 2

AGENCY

155



11-4;

(Continued)

DISSEMINATION NOTICE

1. This copy of this publication is for the information and use of the reciplent
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the Department of State .
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2. This copy may be elther retained or destroyed by burning in accordance with
applicable security regulations, or returned to the Central Intelligence Agency by
arrangement with the Office of Collection and Dissemination, CIA.

DISTRIBUTION:

Office of the President

Natlonal Security Councll

National Becurity Resources Board
Department of State

Office of Secretary of Defensa
Depsrtment of the Army
Department of the Navy
Department of the Air ¥orce
State~-Army-Navy-Alr ¥orce Coordinating Commitice
Joint Chiefs of Staft

Atomic Energy Commission
Research and Development Board

156

B ——




11-4:

(Continued)

ORE 2248 (Addendum) wilDR-pReRnT

POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1948-49
Report of Ad Hoc Committee' Reviewing the Conclusions, on ORE 3248
THE PROBLEM

1. We have been directed to estimate if the events of the past six months have
increased or decreased the likelihood of a Saviet resort to military action during 1948-49,

BASIS FOR ESTIMATE '

2. Avallable intelligence bearing on the stated problem is too meager to support a
conclusion that the USSR either will or will not resort to dellberate military action
during 194849,

DISCUSSION
3. Our conclusions are based on considerations discussed in the Enclosure.

CONCLUSIONS ‘
4. Wedonotbeuevet.hattheeventsofthepaétxlxmnnthshavemadedel:lbemte

Soviet military actlon a probability during 1948-49. - They have, however, added some -

Weight to the factors that might induce the USSR to resort to such action. It is con-
sldered, therefore, that the possibility of & resort to deliberate military ection has been

5. However, the developments of the past six months which constitute setbacks to
the Soviet international position have had the effect of adding to the pressure on the
USSR, This pressure increases the possibllity of the USSR resorting to diplomatic
ventures which, while not constituting acts of war or even envisaging the likelihood of
war, will involve an increased risk of miscaleulations that could lead to war.

“This estimate was prepared by a joint ad hoc committee representing CIA and the Intelligence
agencies of the Departments of State, the Army, the Navy, and the Alr Force. The date of the
estimate ia 27 August 1948.

*The Office of Naval Intelligence concws generally In the discusalon, as contained in the

However, ONI feels that the “Basis for Estimate” as stated 1s not valld, Evidence of Soviet
lntenuomhmeager.bntmnhmtemgenmuunmnbledounotmdlmtearwrttoddmeute
military action. If the position Is teken that the intelligence avatlable cannot support conclusiona
one way or the other, any conclusions drawn from such a basis of estimate are of doubtful value
for U. &, planning, :

Therdm.omfuhmttheeonﬂwomahhdmomn-a,umodlnedbyONIeomment,
are still valid. ONIeoneuu.howwer.mnhumuhoﬂheputdxmnmhanlnctnudlnghtxy
thepouibmtyotmﬂitarywthnmmmmummnumudhmphbdnbjeﬂum

and would include under misealculation the possibility that minor military incidents might expand -

into uncontrolled conflict,

4 | 1 W
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ENCLOSURE

1. Reference is made to ORE 2248. 1 general, and except for such modifications

as follow, it {3 considered that the discussion ang conclusions thereof are still valid and

are, particularly in respect to the economie and political factorg involved, sti Benerally
applicable to the Immediate future, ’

2. In the USSR Hself, we find no reliable evidence of military, €conomie, or politica)

developments of sufficlent importanee to Warrant any revision of gur previous con-
clusions,

ever, that this point has been reached, , ‘
EVENTS IN WESTERN EUROPE WHICH MIGH:I‘ INDUCE A USSR RESORT
TO EARLY MILITARY ACTION

4. The following events in Western Europe may have brought about some change
in Soviet strategic thinking: )
a. The positive effort of the US to recreate economic and polftica] stability

through the European Recovery Program (ERP),

b. The increasing firmness of the Western Powers toward Soviet-Communist
expansion, with the growth of military solldarity among Western European nations,

¢. The initial steps to establish a Western German Government,

. The failure of Communist tactics in Western Europe.

8. In ORE 2248, we stated that “the opportunities for further Boviet gains through
the exploitation of economie, political and socia] Instability, while ‘Tecently diminished,
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possible that the events noted above have added to the strain on the Communist politica)
control of Eastern Europe and therefore contributed to the weaknesses discussed in

economic instability, and is therefore more likely to continue to employ these meang
than to accept the risk of direct military action In the Immediate future, Although
Europe will remain the major objective, strategic areas elsewhere are also avajlable
for profitable exploftation. :

EVENTS IN THE UNITED STATES WHICH MIGHT INDUCE A USSR
RESORT TO EARLY MILITARY ACTION

8. Since Soviet leaders view, and Communist Parties are indoctrinated to
the US as the chief bulwark of capitalism, and hence the major antagonist of the USSR,
the strategy and tactics of the Eremlin are probably strongly influenced by an analysis
of US capabilities and intentions,

7. Until recently, it has been supposed that Soviet planners were assuming a severe
economic crisis in the US by the end of 1948, and that from this would follow a progres-

tion of foreign policy. , )

9. In ORE 2248, we stated that “Soviet leaders may have become convinced that
the U3 actually has intentions of military aggression In the near future” Recent
events may have somewhat strengthened Soviet conviction in this respeet. The pass-

system will be resolved by force rather than by the methods of “cold war.” While
the danger of an early Soviet milltary move, made in calculated anticipation of thig
ultimate confifct may be slightly increased by these clrcumstances, we do not estimate
that such a move has besome & probability.

3 ’ dﬂl’ﬁ&ﬁ\
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and since there are other regions open to significant, exploitation, we do not estimate
that a USSR resort to deliberate military action has become a Probability.

Bl et

160



1I-5

TASSLSTANE - MANELC LU, -

‘FOR:THE:

5

.
& .
]
[~ .
=)
B
=
ul
73
N
-
a
s
]
<
2
z .
&
-m
o
g
e
8.
..._m.n..

161



II-5;

(Continued)

RR—

ORE 46-49 4 .

THE POSSIBILITY OF DIRECY SOVIET MILITARY ACTION DURING 1949
Repart of a Joint Ad Hoe Committee *

LWehavebemd!rectedtoesﬁmatethemmmdotaSaﬂetmoxttodlmct
mﬂihryncﬂnnduﬂnglm .

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

&TheUSSRhnganove:whdm!ngpmpondemmeoﬂmmediabelyavaﬂablemm-
ta:ypmermthemastmeonunmtmdueonsequentapahmtydmﬁngm
direct military action at any time. The principal deterrent to such sction is the
supeﬂorwar-makingpotmﬂﬂotthetrnlbedstaus.

4. Thmhmmduﬂmﬁchﬂaﬂmdﬂoﬂetpmwmtordim militacy
aggrﬁshndurlnglm

5. Ammmmmmmmmmsmmm
iz fmprobable. mmmunwyhuudammwavmdmm
ta:dedoutbreaxothosﬂuuxwimtheu‘nmdm

6. As part of its efforts t counteract the Atlantic Pact snd US militsry sld pro-

gram, however, theUSSmeseektolntenslty'andexplolttheunivmtwotanew
war. Inth!sltwmpayspedalatmtlontoSmdlnavia.Yugoslavh,andnm Itis
unlikely, however, tomorttoevenlncaﬂzeddlmctmmulyacﬂon.

1. Thefactremﬂnsthatlntemaﬂmalteusinnhnsinueeseddunnglm It will

‘pmbablylnueasefurtherduﬂngm-w In these circumstances, the dinger of an unin-

tendodoutbmkothosﬁuﬁﬁthmughmlsealculaﬁonmeltherﬁde must be considered

_to have Increased.** -

* This estimate was prepared by a Joint Ad Hoc Committee composed of designated repre-
sentatives of the CIA and of the intelligence organizations of the Departments of State, the Aniny.
the Navy, and the Alr Force. Ithas been concwred in by the Directors of those agencies, except
an indicated in the footnote helow. The date of the estiinate 1s 21 April 1949,

** The Director of Intelligence, Department of the Army, believes that the last sentence of
paragraph 7 impliss & greater possibflity of war in 1949 than, in fact, exists; and that it should
md“m&uadmﬂneu.ﬁenﬂbﬂmﬂnmdmo!mmmuedwtbmkol
hostilitles through miscalculation on either side must be considered.”

1 FORFECRET
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ENCLOSURE

diately available military power on the Euresian continent. During the past year it
mm&mw,mmwmmmmmmmmﬂm:yup@muﬁ
wm‘mmema@mammmmmmmm
Improvement of its militery forces. There has recently been a significant Increase fir
mmmmmmmmammmm&m
It!snotyetappumtwbetherfmsmmktemporaryorpmanmt. In peneral,

. b.Agradualinmse!nthéwmandabmtyofWesﬁemEumpetoresistSoﬂet
ponﬁmnggresbn,andamrmpondingdmmcommunistpouﬁcal'mdmolu-
tionary capabilities in that area.
c.IncreaslngﬁgldltyinthéparﬁﬂnnotGermanyandthedevdopmentofan
extremely taut situation at Beriin; in particular, the success of the airlift in defeating
theblockadeuameansotwerdmwitht&pecttoBerﬂn.pmgmsswmmeatab-
HsbmentothtemGemanyasapouﬁealmeeomm!cmﬁtywiﬂnnthethem
European community, and deterioration of the Soviet position In Eastern Germany
and in Germany as a whole, ‘ ' '
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d. The persistence of individualism and nationalism in Eastern Europe, despite
further foreible consolidation of the Soviet position in that avea (excepting Yugoslavia),

¢. Tito's successtul defiance of the Kremlin, a matter of greatest significance in
the development of international Communism and Soviet hegemony.

A FnllureottheslﬁuaﬁonlntheNmandmddleEasttodevdopasadm.
tageously, from the Soviet point of view, as might have been expected, and the current
trend toward adjustment and stabilization in the internal conflicts within that regfon.

communlstmmcmnaandpmspmm&utheastAshmmmm
festly unlikely td cause the USSR to resort to direct military action.
5. The rulers of the USSR are presumably realistic enough to perceive that these

" developments do not copstitute a danger of immediate attack. They will appreciate,

however, that the opportunity for Soviet expansion westward by non-military means

. has ended for the time being, and they will be apprehensive lest a continuation of the -
) present trend result eventually in a eorresponding stabilization of the situation in the

NeuEast,aturtherdetedomﬂnnottheSoﬂetpodﬂmmEastemEumpe,mdan
ulﬂmatedangerotusabtankupontheﬂssa In these circumstances the USSR
must give serious consideration to the sdvisability of resort to preventive war while
u:tMmjoysnpmpondmmeoﬂmmedhheWavanabhmmtarypowerontheEmﬁan

_eonﬁnmt.

&Thedeﬁetmtstomchadedslmmﬂ:emaﬁmﬂonthatltwoﬂdpredpﬂate

- an immediate decisive conflict with the United States, a present lack of adequate defense

against atomic attack and of means far a décisive military attack on the United States,

) w:«mmgmwwammmmmmmmmot

nlongsirugg!e,mdmonablehopeotnnpmﬁngthepoﬂﬂmottheﬂssninﬂ:m
respects 'with the passage of time. - Philosophically prepared to take the long view in

) vfheabseneeotmmwatethmtudemﬂdmtthatmmrecﬁsesofapltmmwm

pmducenewopporwnMeﬂmsoﬂetaggmndizemmtbymmmﬂmmymms,theKm

Iin would have reason to avold & premature showdown while mduouﬂydeveloping N

its capabilities for eventual defense or aggression.

7. On balance we conclude that the USSR is unlikely to resort-to preventive war
during 1949 at least. 'Its most probable course of action will be to continue its prepa-
rations for eventusl war while seeking to arvest or retard the indicated adverse trend
of developments: (para. 4) by political and psychological counterefforts in forms.cur-
renfly familier. In following this course the USSR will seek to intensify and exploit
the untversal fear of & new war. It will pay speclal attention to Scandinavia, Yugo-
slavia, and Iran. It is unlikely, however, to Tesort to even localized direct military
action, except possibly with respect to Finland and Yugoslavia. TIn any such action
taken, it will probably exercise care to avold direct collision with the United States.

8. US and Soviet forces are in actual contact only in Germany and Austria. The
fact that in the course of a year of acute tension the USSR has carefully avoided
any action there calculated to precipitate armed hostilities establishes a presumption
that the USSR would not resort to direct military action merely to break the dead-
lock at Berlin or to secure a satisfactory solution of the German problem. On the
conirary, present indications ave that the USSR may soon discard coerciont, as repre-
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sented by the blockade of Berlin, for the time being, in order to seek a more satisfactory
atunﬂnnthmxghpoﬂﬁcalnegoﬁaﬁon.

ThevulnerabmtyotﬁnlandtoSonetpmeandthegmﬂtymthwhmhﬂm
USSR views Norwegian adherence to the Atlantic Pact requires specific consideration
of that case. ‘Threatening gestures toward Finland and Scandinavie might be expected
to discourage any possible Finnish hope of rescue from the West, to confirm Swedish
adherence to neutrality, end to inhibit Norwegian implementotion of the Pact. A
Soviet military occupation of Finland, however, might have exactly the opposite effect,
driving Sweden into the arms of the West and stimulating Norwegian demands for .
direct military support. Forthsemsons,mmsingmﬁmldaﬂonlstobeexpected,
butduectmnnaryacﬁonxsunnkely

0. Simflarly, threatening Soviet gestures might be more effective tha!s direct
acﬂonlnlnhlblﬂngtugoslavmppmchementwlththewm Basically, however, the
continuing existence of the Tito regime is intolerable from the Soviet point of view and
real efforts fo liquidate it must be expected. Any attempt to do so by force of arms
would probably take the form of insurrection within Yugoslavia with, covert Satellite
support, as in the case of Greece, Direct Soviet military intervention would be unlikely-
unless it became the only means of preventing the military alignment of Yugosiavia
with the West. Even in that case, Soviet intervention would not be intended to
ptedpitateageuemlwarmdooulddosoonlyuthewmchoseboukeauned
counteraction.

ILSoﬂetsmﬂuﬂtywlthrspecttonmreqtﬂmspedﬁcwnstdmﬂmottbat

situation also. In terms of the internal factors involved, the situation in Yran is mare
stable than it was & year ago.  There has been, however, an Intensification of Soviet
pressure upon Iran and there remain opportunities for indirect Soviet intervention
thmughhdlgenousqibemﬁm"mmemen&,aswlthrwpecttomrbaljmandthe
Kurdish tribes. ThehnmediateSovietpurposeappearseobebopmtImnian
adherence to a Near Eastern pact analogous to the Atlantic Pact and acceptance of
substantial US military ald. . Although the USSR has been at some pajns to build up 2

- ‘Jegalistic basis for direct intervention with reference to the Treaty of 1921, this appears

to be part of the war of nerves. Direct Soviet military action in Iran during 1949
is considered unlikely.

. lz.AccepﬂngmuﬁﬁmateotSOﬂetintmtmns,ﬂmfactrmamstbatintema
tional tension has increased durlng 1948 and will probably Increase further during 1949,
Both sides are actively preparing for eventual war. In these circumstances there is
increasing danger of an undesired outbreak of hostilities through miscalculation by
elther side. Such miscalculation could occur in underestimating the determination of
the opposing side or in exagpgerating its aggressive intentions. Both miscalculations
would be present in a situation in which one side took a position from which it could
not withdraw in the face of an unexpectedly alarmed and forceful reaction on the part

. of the other.
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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 Allied 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 posslbly can be
eﬂecbed without military violence,

3. It Is believed, theretore. that recent Western Power action may have caused the -
USSR to decide that:

4. hope no longer remains Ior interfering thmugh quadrlpa.rtlte means with
the production of Western Germany upon which the success of the Eumpean Recovery
Program substantially depends; L

K b. the Soviet Zone must be placed under permanent control of & 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; o

" d. in order to prevent Allied interference 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 “Covernment” should be acknowledged at a propitious
time, as the official administration for Eastern Germany, with propaganda pretensions
to authority over all of Germany; )

f. the Soviet Army should remaln 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 Stam Army, Navy and the Air Force
have concurred in this report.
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2. CIA has believed and continues to belleve that the USSR might encourage the
Peoples’ Congress to organize a future “nationa]” administration and establish g g,

4., The presence of the Western Powers in Berlin adds to the difficulty of establishing

8 Soviet puppet government in Eastern Germany, because of the “opposition” thay
operates from the sanctuary of the Western Powers' sections of the city. The Ussgr
would consequently desire to effect 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 mites from the
Western area, and, additionan » to cut off the industria) contribution of the Us ang
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” ail of Germany, the Soviet Military Administration might
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6. A Soviet-sponsored provisionsl government which would, in all probability, control
the Soviet sector of Berlin, might atlempt by constant propaganda and possibly by direct
interference in the public utilitles 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 faflure on the West.

7. If, at any time, the oviet Unlon decided that the new government of Eastern
Germany s sufficiently loyal or adequetely 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 “protection” 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 campalgn for German unity and independence
designed to win sufficlent German converts in the Western Zones to reduce materially
German cooperation in the West and to 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 jmplemented without the application, of military force ff
adroitly made as merely a retaliatory measure necessitated by unilateral Western
Power action, and if pressed only at opportune moments.

A R T AL S £ T A N Bt
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The unification by the US, the U, end Fropes af their zones
of Germony undap & provisionnl govermnent and the 1ntern.~.tio:-;alization
of the Buhr upder the control of the vestern povers Presunzhly 1:41] be
interpretea by the Erenmlin ag Potentisal barrisrg to the basic Soviet
objective of Freventinz the econorie recovsry of Buropeor countriesg
outsids the Soviet sphkers,

48 yet no conclusive evidence has eome to light that the
Kremlin belisvis the reorganizition or unificotion of the western zopes
‘can .o successfully ‘aceaunlished or 1411 materially assigt the Buropesr
Tecovery progren., In view of the omlexities inhsrent in the establic
nent of a Provisional government undsr the London 83rescents, the USSR
i3 1likely to delsy any ccunten-moves unti] the Fremlin 15 convinecsd the
the vestern Gernan orgrnizetion is beconing o threat to Soviet foreign
policy. In deternining its course, the USSR 141) tele cereful note of:
(1) the difficulties to be overcons by the TS, the UR, and Frence in
Terniehing the ney 1egine with Proper political zuidoncs and ndequate’
“ni tinely economic essistence; end (2) the extent of Gercan enoperntio
or Ron-cooper-tion, rarticularly in the Bubr,

’ The Xrenlints intediate reaction to the trizonal merger, there
v11) frobrbly be ap intensificaiion of Precent Soviet nctivitiee in
Germery rather then ~n nbrupt change in efther attitude or courge or
action. The Ussm n2r be expected to coatinue its hindrancs of vastern
bovers in Berlin upa elgevhere {n Gemany by meang short of mi, itery fo:
It 141 further consolidate Com—uniet control of the eagtern Zone 4n or.
to obtain a Moyal® apa "denocreticH area, which can eventually be deel:
a "fres Cermann state or used to Sovietize o unifieq Gerenny. She USSR
noy be =xpscted plgo to step un 1ty Progrgrnda efferts to discreait the
¥sstern powers in (syman &yes es the disruptars eng despotlers of Germe;
end to depiet the Soviet Union es the champion of a unified Gerzany,

If the trizennl Derger epvesrs puccessful end pronigeg to re-
habilitate vestern Gernany ng vell Bs contribute to the Buropern recove;
brogran, the Rrenlin vi1l orodzbly be inpelled to alter ite present tret
Exclusive of o resort to military force, the Irenlin ecan logicrlly mursy
ore of tuo courssg: (1) ostensidly rbondon {tg receleitrant attituce o
toke an attrzetive ofler to foin & unifieq Gembon Governnent upgar cuadr
3ortitite control (in order to 810 the vrogress of Garman recovery); or
(2) retratate by establishin;: an eagtern Germen state,

date i
Womnsmanes -

.l '- ‘>',‘.| ?‘”\"x .t;_:.)_‘"—,:},-;
e T
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The Erealin vill probebly resort to the course outlined 4 (1)

end pokze e vigorous 25%or: to persucde the vestern povers thet ths Uss2

is sincere in its proniess of cooreretion. The Soviet Union is lively
te nake e serious endeevor to Join its zone to the vestern zonss under
a single govermant, unless vestern termms for Soviet perticivation in -
& nov quadripartite structurs are prohibitive. If the Kremlin coneluden
thet it cernot nele the joncsssions desanded by the westarn povers, tha
USSHE will likely adopt course (2) and enncunce the esteblichrment ofea
ney state in- eestern Gamery vith propasanda pretensions of beiag the
only legally-constituted Gernen Rspublic ard the representetive govern-
nent of all Germans. '

é. 5. RILIDEOETR -

ST et : : Rear Adniral, USH

Director of Qentral Intslligence
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AFFEITICZS A & B

A = Discuss s33iole S urs )

. Any sugeestion by the USSR taauv it Join the western

bovers in ths gquadripartite control of a unified German govern. =

cent would be mads with ths full reelization on hoth aides’ that

Dest Soviet obduzzcy, chiefly in the natter of economic mnifi- .

cation, hod exhausted the vatience of the US, tks UE, and France,

and had led diréctly to the Present tripartite action. The USSR

will realize. too, that the western povers would be extrenely

Teluctant to abenden their :ogram for the vestern zones either

to please the Soviet Unfon or'to teke pert egein in fruitless

discussions in an immotent Allled Control Council or elaeuhere,

It iz probabie, therefore, thet eny Soviet overture would be

carefully worded to give the irpression that the USSR had aben- .
——doncd itmeprevious intrensigeat attitude, wnd sincercly—-belleved

ita own propeganda for Gercen unity. The overture would seriously

urge the western powers te consider an overzll politieal end aco- L

nouic unification of Geroony under e Germen governnent vitk a2 Y.

ninimus of overt occuzation power control, - 3

C e cemem . ey i @

Pecause the nrizery Seviet purpose in meking such a
. sugzestion would be to Celay Cermen .and hence western Zuropean . e
Tecovery by discussions. end otker tynical Soviet deleying tec- : -i
tics, the USSR would < Prepared to offer important ‘tactical ;.o
concessions in the fora o2 the Gernrn adninistration to be
esteklished, Under almost BNy circumatances, the USSH could be
fure thet the merger of the Soviet Zone 4n eny forn of a unified
Gernony would pssure the e-istsnce of o Cotrranist-controlled
blee ykich coudd be relied upon to delay end block economic
recovery through-ut the ccuntry, - Under these corditions, the
USSR zight aiso offer, lorgely for Germen docestic coasumntion,
to reduce or dron some Soviet reparctions claims, or even pos-

—— 8itly to consider substenticl reductions in the occupetion
' ) forces after a "democretict stete hed been fimmly establisned,
) :=_'i’ If the western Powers should permit thas USSR to Join
| in g ousiripartite gonel oerger vithout first naving abaolute
ﬁm &nd therefore practically 1=possible clarification of Soviet
=1 intentions, tke USSE, eftker directly or tirouzh its Gernen -
@m i Tepreseatotives, would work actively to defeat wastern Dlans
§ g
b g
:;g ' M
b i 5 FOSTeTTr Declaasified by —“—’m
u¥ a - e dats .________2_9
- Womgstsmn
o
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by such actions asi (1) Cezunding 2 Soviet voice in the coatrol of
the Zuhr; (2) proposing thct 211 wolitlesl orsanizations not mow
Pemaitted in various arecs be recognized on 2 guedripzrtite basis;
(3) urglng siziler recoznition of tre Corrinist-cominated Free
Germon Trade Urion League in order to fac{litate ruture Soviet
contrel of a unifled labor sovezent, particulorly in the Ruar;
end (4) supporting rizhtist as well as leftist P Lticel elements

in the west in order to add strength to the Soviet-controlled
tloc,

B - Liscussion of vossible Soviet. course (2)

The present high degree of Soviet control over the enstern
zone of Germany vould greatly facilitate the corzersion of that
erez Into a Szi:llite stzte, 41f the Eremlin decides to reteliate
by setting un a provisionsl governzent in eastern Geraamay. KXo
serlous opposition could srise witkin the zons to the eppointuent,
under the pretense of vosular elections,- of Sovist csndidates to

—nrtR® lee@.g votitions in the new stote, The crestion af such a
stete, hovever, woul? give the USSR no im—edicte bherefits beyond
thoss now received ..om the sere area, Long-range benefits would
be dependent uzon ths .ocentonze ty opportunistic Germzas of trens-
parent Soviet nronogende desigmed to depict the Soviet-suycnsored
state &3 a resterctloa of the Zeick., fThe USSE would attemnt to
uadersaine the trinortite Germon state by urging the western Germens
to rejoin the 2eich. ZIxcezt for the cusstionzkle value of such
propagenda, the USSR would rhave at its dignoszl only strizes and
gabotzge with which to interfere with the econonic end political
Tecovery ol vestern Gerozry.

A Satellite stzte, iz short, would pronise the USSR
neither additional econonic nor political benefits of any nagni -
tude, and vould f2l1) short of ihe imnedirte objective of blocking
the vestern power progrzm. Such & state would guerzatee continued
zonal egntorony snd 2llov the vesterr Dovers to continue their
indepexndent course without serlous Soviet interference,

175




I1-8:

177



II-8: (Continued)

ORE 4148

v 2L S AN SNRCL SRR
BEIRTE SEELA
viw- 1=y -

po i

EFFECT OF SOVIET RESTRICTIONS ON THE US POSITION IN BERLIN
SUMMARY

Contrary to many published reports, the chief detrimental effect on the U8 of the
. Soviet restrictive measures imposed in Berlin, since the walkout of the USSR from
. the Allied Control Council, has not been interference with transportation and supply -
but curtailment of certain US activities having to do for the most part with intelligence, :
propaganda, and operations of the quadripartite Kommandatura.

Concurrently with attempted inspection of US military rail trafic, the Soviets : :
both tightened their “security” measures and manifested greater intransigence inal - 7 J8
. cityaffaira. Asaresult: (a) the general usefulness of Berlin as center of an Intelligence .
network has been impaired, while In particular, access to Soviet deserters and anti- -
Communist Getmans has been made more difficult; (b) since friendly Germans
cannot move frecly to and from the Soviet Zone or within the city, the US cannot

- ' as before, support enti-Communism within the Soviet Zone; (c) US propaganda
cannot be freely disseminated except by zadlo; (d) commodities manufactured in
Berlin cannot be shipped to the Western zones; and (e) the ACC and the Kommanda- :
tura have, at least temporarily, lost their usefulness In keeping up German hope of
unity, revealing coming Soviet moves, and easing US-Soviet tension below the govern- ~ ~ “J§
mental level : .

Note: The information in this report is a5 of 1 June 1948.
The intelligence organizations of the Departments of State, Army, and the Navy have con-
curred In this report; the Alr Intelligence Division, Alr Infelligence Directorate, Depart-
m:ammmmmmmmmmmmwmmem
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the US but rather with its strategic position.

Continued US occupation of Berlin Fequires supply from the west of fooq and such
other necessities s cogl for both the US personnel and the German Population of the
US seotor of the city. Incoming barge transport, carrying the bulk’of food for the

Inbound military and ejvilian rall frefght, hauling the Décessary coal and other supplies,
continues to move as before, except that the civilian freight routes have been some-

what restricted.
The present transport situation is the result of Soviet efforts to extend the right
of eivilian rall trame Inspection, which the USSR has always exercised, to Western

material benefits to the US arising from the presen
have been reduceq or eliminateq
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Soviet Zone increasingly difficult; (b) Soviet travel restrictions on westbound pas-
mgurmmhanwrmﬂedmmmotamﬂnnmmugeumdmm
_Who must now be limited to relatively high-level personnel warranting afr transport.

(3) Except for the capacify of the Berlin radio of the US sector, the valus of

. Berlin as point for the dissemination of Western propagands through the Soviet

Zone has been, and despite new Soviet assurances is expected to be, curtailed by Soviet .
{nterference with the dissemination of Westerf publications and lmpediments to the

Issuance of any German pro-Western material in the Soviet Zone.

(4) The security and transport regulations have limited the value of Beriin
a3 a base from which the US can support anti-Communism in the Soviet Zone.: West-
emn Zone Germans can ho longer easily enter or leave the Soviet Zone, while tightened
police controls have reduced the capabilitles and the freedom of movementof antl-
Communist elements already within the Zone,

(6) The Soviet-lmposed demands for inspection of all westbound freight have:
Prevented the shipment of Berlin manufactures that contribute to the finighed pro-
duction of the Western Zones and eliminated almost 2ll commerce between Berlin
and the west. .

(6) Although the Allled Control Counci] remains in the city to embarrass the
USSR as 2 symbol of quadripartite agreement in Germany, its functional impotence and
failure (o meet since the USSR abruptly terminated the 20 March session has: (a)
dlmMshedrmﬂningGerﬁuhhopeotlmplemenﬁngthePofsdammthodotmﬂyhg
Germany politically and economically; (b) eliminated a sounding board for the revela-
tion of future Soviet maves; and (c) eliminated a useful safety valve tor easing US-USSR
tension below the governments) level, : : '

The USSR still has at its disposal further means for harassing the US and making
the latter's position In Berlin more dificult, These means include: imposition of uni-
lateral traffic regulations on inbound food dnd freight shipments, attempted enforce-
ment of unilateral regulations on the fight of Western Power aircratt over the Soviet
Zone, complete repudiation of quadripartite Kommandatura, jurisdiction over the So-
viet sector of the city and the Incorporation of that sector into the-Soviet Zone, and,
finally, increased eforts to create unrest among the civil population of the Western
sectors of the city.

Strategic losses such as the damage to US propaganda machinery, to intelligence
aperations and ta the use of the US sector as a sanctuary for refugees from the Soviat
system, cannot be completely retrieved except by the removal of all the Soviet-imposed
restrictlons and impediments referred to above. Though the US could recapture a
degree of the strategic initlative by intensified clandestine intelligence operations, such.
action could do nothing to Temedy the unfortunate situation in which recent Soviet
hindrances have placed the anti-Communist Berlin city government or to relleve the
tension brought Ly increased Soviet intransigence {n the quadripartite Kommandatura.

3 m
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WASHINGTQN 28, D, C.

Temtn o gy,

MEMORANDUM FOR THE SECRETARY OF DEFENSE

Subject: Current Situation in Perlin °

lu . the

bacniss of the blocksdes from the Vestern Zome. ..
wLe : .. - T et

‘Information hes bsem received that a noe v ‘fa -
% June 2948 Detugen § __

1 ; the
the ndust 1y
) mv&dh ¥ affoated. The fassiang

" proatly shocked, and a Gemeral, In charge of trade and mupply, ' 4

%Mm!ﬂu“ﬂqdmtm:m-unttuhgm -

sald,
beavy drouphte and in comn on Qsrman £00d s as this year,
anuumumm, mmw.mxinmmm-, ‘

ve wnld not hare gene a0 fyr.®

svalladles
X}
C ke Starb a wer, .
. be L1t travel teatrigtioas ex Berlinm. .
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_ CLASSIFICATION FEOHEDLONTENLALT S coprasire apey
.7 CENTRAL INTELLIGENCE AGENGY ~ REPORT No. S
/ / é IN FORMATION REPORT .
JOUNTRY Germany (Bussian Zone) : DATE DISTR. 15 suly 1028
- e, 5
JUBJECT fuasian Unilatersl Dieziswsl and - NO. OF FABES
Appedntment of Berlin Police Offiaine
LACE ' . NO. OF EN - -
CQUIRED Germany, Beriin Wit MOB. -
ATE OF P2 1, 1948 SUPPLEMENT TO
iy 13 REFORT 1O T
GRADING SOURCE PRELIMINARY GRADING OF CONTENT
UALETEhuSUALY (AL . net [ O %&\nu wy toumru, {PROGASLY [E
- Je e 0. T k. L s N [ SR TSR Y

———

3 il USE OF TRAINED INTELLIGENCE ANALYSTS
D e s Tt acesome eihen )

R T ey e

JRCE 4 mell-infarmed, relisble source,

. Lt. Colonel Kotyehev, Internal Affairs Sesetion, S¥A, inetructed Polics
President Maricgraf on 14 July 1948 to dismiss immadiately, bacsuse of
their 'mrovocative stiitnds tomard the 81", the Chisf of tha .
Schutepolised Hans Xamig (now oo lasve), Dohler, Chief of the Riot
; (now on 2save), and Hogendorf, Qhief of the Frisidislabtetlung.
‘Kotyshev also ordered’the sppointaents & Yagner and Eckemayer to
#uccasd Kanig and Hagendorf, respectively.

@18 Comment: The Soviat move involves the dismisesa) and appoint-—
went o ] officlels® subjeet only to Qudripartite scbien,
This 10 considerad thamf.mvoeluontouwenthc city leveld,
etpecially in view of Colonel Ealininte statenent wten tho Xomsndatura
was dissolved that the Boviets will “continue to respact Cnadripartite

agrescentan, )
. this dooument has been
approved for zalease through
the HISTORICAL REVIEW PROGRAM of

the Captral Aganay.
oata 30y
w4
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o e ot . 2

REVIEW OF THE WORLD SITUATION AS IT RELATES TO -THE SECURITY
OF THE UNITED STATES

; . BUMMARY

{ I.Thepdm:rypurpmoubeﬂorhthhchdeolmﬂlnlstnwmpdtheWatem
vamtompenqundﬂp‘uﬁtahegoﬂdhnidthmpmtoﬂemmuawhoh {infra.,
para. 1). " .

2. The breach between Tito and the Kremlin hrings into ths open the latent
confliet between international Communist discipline and national interest which has
been inherent in thy sitazticn cines the expantion of Communist contro) beyond the
hmmmuauotmmhmﬂpuhhquuuonthonhmtydhshnﬂntmﬂed
Communism to retain power indefinitaly beyond those frontlers. For the short term,
nt)mltmpmmmnhwmmuedhmakingmdhlsmﬂmol?uzo-
lllvindcpmdcna(h‘thm_llnds). : .

3. Tito's contumacy will-probably causs a widespresd and distuptive purge of
Communist ranks which will camplate the elimination of Communism ay a farmidable
muﬂmwmqu'wmpmmmmtﬂmmmMu a

the second goarter {Appeniiz).

two manths, logistical difMicnlties may compel them to withdraw their armies from
Palestine. Under continuing guerrilla attack, however; snif In politicel and economic
mmmmmmmmammmmwnﬁm
outside Power or Pawers (infra, para. 11). . -

&ngwmmmﬂmmmMmhmhumwm
13-17).
LA uun'mmu-ppmung:pnuw;mmumumwscnmy

seriously affect its ability to afford valuahle cooperation to the United States (infra.,
para, 18). .

tmnwﬂammwm»mmhmmﬂnwduﬂng

T m——e s B ummmmummmumwmm:mamgmm

mmmmmzmmumma’mmnm (infra., paras,

A 3 A

i

sk, LB
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(Continued)

REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY
OF THE UNITED STATES

e N AL R

GENERATY,

1. Sovier Purroses 1N Crzaaay.

‘ The Boviet blockade of Berlin is conslstent with the desire to negotinte indicatsd
in CIA 6-48, mmtmmmmnmm“,wmhoﬂeuhﬁn&n
than defensive ar concillatory. *

The blockade of Berlin iy designed, in the first instance, to compel the Western
Powers to reopen quadripartite Regotiations with respect to Germany ss & whole and
wmmmmmbmm At ro more cost than the relaxstion of
Mmhﬁemmmmmmmmmmucuu
reparations, the USSR would hogie to gain an effective volos in the control of Western
Gumnymdzspeclaﬂyoﬂhmhr By this means it could prevent the consolidation
olaWslenﬂateal&nedﬁlththeWutmdwuldahmoppmmyhmg
about an eventual eastward oriantation of Germany as a whole, The corresponding
broader consequences wouki be to reduce tha contribution of the Rubr to the recovery
uwmmhmammmwmummmmmmawum
mwwmtw:mmmwmm.wmmmmmwm
3 istie toward the UBSR. j

umwmmmhmmm orhweeptmmthumnm
mtmmmwummunmmmmwmw
mmmnhummmmmmwmuhbmm

Denied quadripartite agreement on Germany as & whale, in all probabllity the USSE.

een. -.———-mumcurymmuy vive blockade Into a deciatve affort, by all means short
: ﬂlrmdlwmbumpdmmrwmhwlﬂldn'mm'mﬂdm

' i‘hmn"uthml Gumpvmt.mdmldunphvumymdpdlﬂul

QPR ALY -“lc-.r'

i and to prevent the consolidation of & West German stato end to
m-wm“mhnmmuﬂwbywdﬂuWMbthmt-
_ tontrolled Xast.

1 Tnﬂmmrmmmxm

4 mbmhmmnwmummummmmunamwm;m

international Communism in twenty yeara. I3 brings into the open the latent con-
t fifct between International Communist discipline and nations! sentiment which hay
Mhﬂnﬁmmmmmmwawtmwwm
historical frontiers of Russia and puts In question tho ability of Russian-controlled
Communism to retein power indefinitely beyond thiose frontiers. -

NP AL e
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= ety it v o 10 ¢

The essentiat complaint against Tito is that he pursued his own political interest
and ths national lnhrut o( Yugmhvh rather than the objectives of the Kremlin and
that he ined dofl whenullodupontucnn!euhlsermznndmcnd
his ways. The principal issue wns probably his persistont advocacy of a Balkan federa~
tion, which could cloak Yugosiay imperialism end eould result in the creation of 2
pover capable of asserting its Independence of ths USSR in the international balance

- of powsr, An Incidental aspect of this tendency was his disposition to explolt tho
situation In Greece to Yugosiav advantage and Communist disadvantage.

Ths Kremlin's decision to call Tito to account mppears to have been-isken In
February, when he falled to practice self-criticlsm and abasement with respect to
Balkan federation, as did Dimitrov of Bulgaris. Tito's formal indictment occurred in
March and was gerierally knoawm throughout the higher echelons of the Communist
Parly in Bastern Zurope. The confiict became public, however, oaly on Tito’s retusal
mmnmmetydmmwmtqblm $he June meating of the Cominform.

mwmmmwmmmmmtdeummm
his diplomatio interests, suggesting  sonfliet of purposas; if not of personalities, be-
twoen him and Zhdanor, the guardian of idsalogleal purity and party discipline. The
Kremiin may have been sa {1l informed a3 to supposs thad Tito would not dare to refuse
the awtul summons to Canossa. In any casa, it was compelled to Invoka open sanctions .
against his contumacy, lest that demoraliza the reraaining satellites in Bastern Europe.
mmthmmtmmm!uﬂmmdlnhﬂldmmmlymcﬂms
avallable to the Kremiin in this case.

The Yugoslav Gmnmunlltl’lﬂyllnnlqm (w.pt!ﬂtmcﬂhm)‘!n that it is
of Yocal development and self-contalned. It is roated in the Tugesiav Partisan mave-
.mnmwmmmoﬁcmmmmmmmmmawp
awhwmmmnmrmmmmnmmmmmmmmwm
‘The Partisans conld readily bo led again to defend Yugoslss from forelgn domination.

e mmmmnhmmummmmummy

" overcome him, In view of the 1oyally. of the Yugoslav Party, Folice, and Army to him
- porsonally. mu'tjhmbhmbd.mt‘m'mmmhm;mrtw

. to Yugoslav ndepend -Mmﬂlﬂmuhunﬂm;.ﬂnnmhdmfwmmcc

H to Soviet domination. Roonamic sanstions would have only indirect effect, and mizht

i forcs Yugostayia into closer sconomie and political relations with the Weat. Armed

. mmm-mummmmmummop-
A . mmuwwmmmmm«mﬁhhﬂno!azm

: war, CQnly by long tarm penstration and subversion can the Kremlin get at Tito, yet
each passing day of his impunity damages its prestige in Eastern Eurape.

Tito, for his part, cannot immediately turn to the West without rendering hs - .
position vulnerable, Ha must demonstrate his loyalty o Communiim and protest e
his innocence of hereay. Inexorably, however, ths logic of his poattion will fores him Lot
into association with the West as a factor In the bal of power, Com-~

e mALeTe TR LY s e

onony ' H]
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munistic his domestic policy. The greater the p ted on him by the Kremlin,
the mote rapid this transition wil be,. '

3. INTRAMATIONAL COMMUNIST DINSGIFLIR.

The Kremiin Is quite capable of exploiting the sentiment of nationallsm for jts
Own purposcs, as currently in Southeast Asla (para. 16). In both theory and proctics,
however, it cannot pormit efther Individeatism or pationallstu to impair the absoluts
obedience of local Party lenders to its own dictates, A eonflict between such rigla
discipline and loeal Judginent is implicit in the character of International Communism.
'Aputmmmylatentmtﬂnﬂmltmyappmlnonmomlmupmpnm
of battar understanding of the natignal temperament or of the local situstion. This
dlniplmrypmhlamummmdmdtummwmbymmwmmmw
mmmmmuu.m-ummmmmummmm .

Within the Sovist Union the conflloting yequiremwnts of particular natlonalizms
and’ monolithic Soviet unity are iled by loose federation In tha governmental
Mmmummmwmmmymmm. A similar devics
mmuwmmmmummMmﬂmm

: Muudmmmummnmmmwwdmnﬂmum
mmmmamummmmnuwummmmddw
upon absolute party discipling,

mnbummwmmummwmthnbmm.mt.
A8 supposed, the sucosssor of the Comintern as the device for Kremiln control of
forelgn Communist parties and ths governments of “indopandsit® states whare Com-
munists ere in power. Also mads starkly platn is the Kremlia's subordination of every
natioxial interest and cousideration to its own aAbeoluts power. This vevelation should

" Peecluds the further polltical association of any phiriot with internaticnal Com-
muniem And 0 roduce the Coinmunist partiss of Europe to thoss militants who have

Irrevocabily ‘transtersed thoir eutire allegiance to the Kruhiin:

R ‘This tendency hiad bean Apparent in the French, Commemnist Party sincs the cstab-

) mmz‘umé‘mmmmm-ﬁrw’gumpybmmm The

munist disclpline.
nhhmphmupmh!mmmmmmmmmmd
£au3p & schism comparable only to that betwesn Trotaky and Stelin, In any event,
mnnmﬂmﬂmorun'munhmwmmtmawmmmw“
party parge. Thia process will probably complets the elimination of Communism as
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(Continued)

formidable polltical at in Western Europe, but at the same tlme 1t will render
the faithful remnant more effective as a diseiplined Aifth coiumn,

The Chiness Communist Party is guilty of most counts in the indictment of Tito,
but nothing is likely ts be said about that.

4. Tue Economic Tauwp,

‘The 1 éral frend t world ecor y continued during
ke second quarter (sea Appendix, p. 10).

PARTICULAR SITUATIONS IN EUROPE

b. Tux Tarren Kniovoss,

ﬂamnszurlmn_pnnmrcmmmundmemmhﬁmmmtmmm
Folicy and strongly suppotted by the British people. Fears that war weariness and
eennomlcwnknesm!g’hthdmnmmdonppmmtmmnmorsm@mue
have besn disproved. . o . .

The United Kingdom's international balance-of-payments position remains exitical,
hwmr.duplunmbdmmhmmmmdmﬂdmnmwlmolm
nmmothm-mm_hﬂmﬂhmmu.mdmmut
of substantial ECA assistance, It scems clear that, even with ECA suppert, the drain
on dollar and gold resseves will continue through 1948, :

6. Frawox.

) mn-wm,ﬁqm'mmmwmae_mmbya
margin, “adment; ‘f‘thgdwummt'hle;ﬁmuunmm@umﬂm!
mwamnm.hmughmuummammﬁmmmmum
Relch, and to éndeavor 1o obitain quadripartits agreement with respsct to Germany, °
vmwmwmthmmwmmwth.mw.u
'mmwmmmwnww.mihmmdmmmu, -
devalopment of the aituation In Germany, L I
. The Asssmbly’s sotion ofl the Sle-Power Agreement colncided with an catbreak
o1 viskence as sacurity forces broks up a sit-down strike in the rubber plants of Clermont-
Ferrand, mm'mwdnpmmmuncmnanphnh
" keep ¥rance in & 1 of. Jocal economi strikcs whils avolding enother genernl

aummbremm-ndhmrmmymmmugmmmmmumrutym
campelled to suppart them. This aitempt to explolt the situstion was defeated, how-

. over, by the alooinoss of non-Communist labor and the decisive action of the Govern-
é mt'lwmwtm:ﬂmﬁlmmmnﬂhwpnmm The Cotn-
: mnumuﬂngmmm&humug.mmukdymmmmmm'm-
emment untll the “social climats” improves, '
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i rm-

b _n  wA pn

These labor troubles, however, point \_lp_thew‘ggo-prleednemn confronting the
Schuman Government. The non-Communist unions, At the risk of losing members
to the CGT, have withheld wage demands in order to support the Government's
effort to reduco prices. Rotadl prices, however, arc rising again and axe already back
at the high reached in February. The non-Communist unions are thus compelled to
demand a roturn to price control and to consider demands for wags increases. The
Government's position is rendered the mare difficult by the fact that DeGaulle, in
an eftort to win labor support, has now seized upon this issue and instructed his labor

. cells to taka ths lead In wage demands. Some upward adjustment of wages would

appear to ba politically im: ve, but satisfaction of the workers' demands would

launch another round of inf equally dangerons to the Schuman Government.
. i . .
7. Imavr. ‘. .
Lin their French comiides, the Ttallap 1sts are seeking to renssert their
leaderahlp of labor by explolting de grl , with partd
to inadey payand t '.l‘hdrhtutduvlu,aurles

ummmnm"ummmﬁmmmnndm
nability of non-Communist labor Jeaders to oppose them on these xvues.

mwmmmmum-mmmmxuntum

" electoral device, and resistancs to tha Buropean recovery program, but these caneessions

to rank-and-file sentiment were offset by lack of progress towntd reunion with the
moderate Socialists and s resolution n favor of continued collaboration with the Com-
munists. Mwmmﬂmmhmhﬂuﬂ.mdmhmwy
depending on factional opportuniam, continued indi C of the
Party apperatus may be suspected,
nmmnememmmmthuhlmmmmwouumhmqhwm

: mtmklndnppnummalyhdombammmmmmnmtdmmp
ment, : mmmummhpmmmmmmmm

Sodllistmmpuhliunmhm. nupoucynfﬂ:eammmmtmybuhmyon

- ROA alloeations to amstisrate economis conditions in Italy, basic reforms being opposed

bymutmmmwwmm“m auchnpoueywuupuysnum
hand of ths Commwunists. . .

8. Gmmanrr.

4 attitude 3 the Six-Power Agreement remalins unen-
ummuc(mw). mmmmmwmamm
crats, argue that the paopla are more eancermed with economic than with conatitutional
problems and hold that nothing more than & basic administrative statute conld be
formmlated in present eircwmstances. In keeping with this attitude, the representatives
of the cloven Weatern laender have agreed to the proposed establishment of a central
administration at Prankfurt, but have requested that the words “constitution” and
“government™ not be used with refevoncs to it.

. L) 5

-arry 3. Truzas Library
zpers of Harry S. Truaan

_°r-esidunt.’s Sacr:aary s Fila:
dotional Iqcurity Council

e L T UL Sy JUut T VS

PP

PP,

195




II-13:

(Continued)

The Initlal cffecta of tilrrency reform In the Weatern Zones have been generally
good. The wtimats effeet will depend largely on produstion of consumers
goods belore goods hoarded hitherto have been sold off. contrast, Soviet currency
relorm appears to have heen hasty and siipshod, Despite tho precarionsness of the
situation in Berlin, Western macks are at a premium there over Soviet marks.

‘Thie German population in the Western sectors of Berlin contlnues to be strongly
anti-Soviet in attituda. Its faith in the Western Powers has been strengthened by
their evident determination and the scale on which supplies are being flown in,
These Germans will generally remain steadfast In this attituds unless thelr will is
sapped by starvation or by conviction that Soviet occupation is insvitable

‘The British embargo on shipments into the Sovist Zone has had a damaging effect

sitfon of the Western Powets with respect to the blockade of Berdin,
5. Yucostavia (see alwo para. 2). T )
Even before Tilos break with the Comtb the Y was in

difficult straits (CIA 0-48), largely because of the Inabiity of the USSR to daliver capltal
goods, and Tito had shewn anxisty to obialn from the West the economic suppart
which the East could not provide. In present circumstances, and in view of the
“teehnica) difficulties” which have already arisen with respect to Danubian shipping

His economic need, however, L balanced by political necessity to avold the charge that
hehulgldoutwwmahut,vnmtutudﬂuqhnqummﬁmmm.

mmmmnmm
10. Gazxex.

. .umpdmmdmmmmwdnummtﬁtwhmmmmu

mmmuwmwmmﬂkmm,hnam
cmmthlﬂuehhwmhlhqmdﬁth'ﬂh He will presumsahly
recolve the contiiusd support of the Cominform, Albaniz and Buigaria. - Supplies
- . stockpiled for him In thoss countries are suffclent to keep him in business for some
f ﬁm&,lthecnnlvoldwutmlbaﬂald.

1. Paimsrmee. . .

Sinee 15 May the Jews and Arahs have experienced four weeks of bitter hostUities
and four wecks of unessy truse, without any weakening of sither Jewish determination
to establish & sovercign stats or Arab determination to prevent It. The period of
hostilittes Jed to & military stalemats. The period of truce was advantageous to the
Jews. ‘The Arabs have now refused Lo accept an extension of the trice unless thele
proposals for s political settlement (a unified Palestine with restrictions on Jewlsh
Immigration) are nccepted as the only basls far further negotiation.

i
t

~ L [

o the ecconomy of that ares and has correspondingly enhanced the bargaining po-

and Rumantan off, Tito will ba all the more anxious to develop trade with the West,

mmmﬂswmmmmmcﬂmmuonamm'

f -

c en e et £
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In the resumption of hostilitles the Jews will probably seek to consolidate their
control of the coastal strip and of Galilee and to gain complete control of Jerusalem.
The Arab main effort will presumably bs to relmposs their blockade of Jerusalem.
The success of the Arabs 1s doubtful in visw of their acute shortage of &romunition.

Unless the Aralis con force polltical concessions from the Jews within the next
two months, logistical dificulties will probably compel them to withdraw thelr armies -
from Palestins. However, they can bs expected to suppart guerrilla operations thers

indefinitély. Arab relds, {t ahd 17 ! will jsolata and
harrazs lstasl, Impose vpon it o heavy burden of defensive precantions, and stifls its
economy. Israsl will thus v ntirely der t an the goodwill and suppart of

sume outsids Power or Powers.
12, Tux MmnrLx Easr.

. The new Hajir Government in Iran ummdnmoluupoiwyhmdtbe
USSR and even of some internal reform. Hajlr's: success will depend larg=ly on the
coutinuied support of Qavam against the bitter gpposition of anti-conrt and radical
elements, . ;

The potentially explosive Kashmir and Hyderabad disputes remain tmsclved, but
thedangerdmwdummuétweenmdhlndm;ppmmthmimmh

.TBBFAREAST : : '

13, CGmwenan,

Prevailing conditions throughont'the ¥ar East continus to be adverse to US stra-
mmmmnmmum_wnammm Fear and suspicion
of UB eltarts to bring about the industrial rihabititation of ‘Japan are widespread.
Uncartainty as 1o the continuaince of US suppdrt for the ewly elocted govorament in
- JrevermeemmiB0uth Korea and the rapld deterdoration of the situation in China are both damaging

| toUB prestige nnd influence,’ Southesst Azl thius recently bean the sccne of intensive

Soviet and C: tivity agparenily Inténded to deny to the Western Powers the
strategle materials produced 1n that ares, “ .

. Lot . o i ot
14 Xonea,

The “National Assembly” in Seoul will g’mhahly eatabilsh & professediy national
government for Korea on 15 August. The North Korean radio has threatened that,
In this event, a national government, including South Kerean ropresentation, will be
i eaubummmemmmtmmmmt.wmdmmmunwmm

foreign troops.

In kozping with previous estimates, the Soviet strategy foreshadowed in this propa-
gands s to aﬂayunwbsmpoudbnuylwthedlmn‘umn"pmm”bym
lnaugunumo!nmtemmmnmudthmhuhhushthepmposed
Eorean People's Republic in the Nogth, with membership from both sections of the

: : ) C onenEw o
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v

countcy, which the nuvemment at Seoul would lnck. At lhe request o( the People's
Republic, Soviet troops’would be withdrawn. At the Septetnber session of the UN Gen-
eral Assembly the USSHiwould:then demand that the People’s Republic, rather than
the g MGS:;I,% as truly national, and that U$ as well as Sovict
Alomnbnrequlmd hwmldh {rom Eares. -

15. Cama. )
TRV .
‘Within the past month the prestige and authority of the National Government

hmemkhlnevbwmnkqdbymmdmnnolnlmmmthsapcctuuhr'

ducllnalnthevaluauﬂhcchtnﬂedonu
mNuﬂuanMmmmthasmmmmmﬁngtheeunﬂnulngdnm

tion of the situation, D&pltghmgmudnm&lmgmhekmunuuhmr

on personal adherents, includifig many of proved incompetence. In default of effec-

- tive national leadership, provindial's

on a regional basis. mundaiggy‘mm:wmthno!hcnmﬂihqm”

nmermmmmmmuymumemmeﬂuﬂ.
Gnnﬂnmuonufmmﬂnztundhwmwmlmﬂhblyrwﬂthm from

wmchwﬂlemmdlhummcémmunmmmﬂmqrunwpemdotw -

‘war-lordism.

10. Bourrmasr Ama,

B

mmcumnumemﬁmmem(mw)mmmm

more apparent by the outbreak of v in Malaya, where local Communists (pre-

,dmwm)mmmﬂmudmmmwﬂmt

. mmmummmmmm.amummwmmumum
,.v.'mmmmmnmﬂnudpmmﬂmummwm

Atthnmﬂmmmmmdﬂmummwmmuotmm-

-,.mmmnmumscuwmnmmwmmmcmmummm: !

rmmm:mmmmwwummmm
Bynmporﬂngnﬂwmﬂun:ﬂnn&mwhmtﬁwwmmmumt
onlyundmn!nlngwmmpouﬂuldomimﬂnnolmtlmmdlpmdmgcommunut

influence theve, bulunlnlnglupahmtyhdmyﬁwmtegh resouvees of the region
.toﬂnWeshmPcm .

. mrm:mmu.

antdsmmtyhmmmmﬂwmungo“umn
munist leader, Luls Tarue, in Congress may result in solving the Philippine Gevern-
ment's most vexntious intexnal problem, if the Huks actually surrender their arms,
uwmmmtmmmtmwmmom; This
reversal of the policy of the lats Preaident, however, is a further manifestation of an

Increasingly nationalistic (anti-US) trend In Phflippine politica. Tarue, as a Com-

g 1 o b,

— s o
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syTeTETT

Ist, opposes US Infl under colof of ardent nationalism and In effert hai imposed
bis own termson the Government ax a precondition, of his aceeptance of amnesty,

LATIN AMERICA -
18. GENERAL,

Itlsbtcumlnghmﬂnglyavldmtmthﬂnmﬂmhlppmchinclpouﬂw
and institational ctises which may serjously uffect ity abliity Lo aflord voluabls coopera-~
ton to the United States. ﬂhbﬂllylnthrughnhuhmnhmbythemlol
rwngmmnprhuunwmuﬂummwtheﬂnpmumwathe
lmbuuofpouthlponr.lmpythelbﬂhyﬂtbc'&hwmﬂghtmmm
left to explolt the growing power of labor. Merely palliative measures, such as repres-
Mummmmhmmmmgmmuhmhu
mwmammw.wmmvmmmuphmmorm
versive elements to.exploit the disturbed situatipn. Continning tension between inter-
muwnumgummhmmcmbbun,mtémum'ugglsmrpowmrmma,kum,
mmw{qmmmmwmmmqamma«
mﬂebmmmmmqummmdmmmmum
of affairs, lutnAnmnunqaluwnwnﬂuagomunnnﬁylhmunnapnnmwmuhunua
dadmhgnﬂzﬁ‘mlmmh&mmm.mmadhmdmm
umpuuyudwunqugemuturuwn:dmyylnumﬂhuhnnuuﬂuutonwpmmtpn»
dwuhnlndngmjﬂﬂngnmﬂunhlvsdduumuh!ﬂ&punmmunoroﬂunﬁu,ﬂud
to nationslistic ¥Naum for non-cooperation with the Unlted States. Generally
hnutﬂngpqunybkuﬂ!uﬂ!@nmhﬂyawﬁumnﬂeﬂduueﬂuﬂlﬂﬂnAmukanhm&
ery cannot firid within themselves or thelr countiies means to restare stability and
achitve real dnthority for their goverriments; : ' )
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APPENDIX

DEVELOPMENT OF THE WORLD ECONOMIC STUATION DURING THE
: SECOND QUARTER OF 1948

GENERAL

mum.  World-wide requirements for steel, however, cantinus to exceed avajlabllities,
Supplies of ¢hromy, nicke), aud other alloy steels and steel-alloying metals, although
not plentiful, are In general meeting minimum reguirements.

Nonferrous metals continued in short world supply as domand was maintained at
& high level, mwuﬂd:lmﬂ-gemy Erow more acuts during the second half of
1948, although some Western European countries will obtain Iarger supplies under
E Y prog thnnwmnnlhblalol.hmdwlngthaﬂntmuotthe

year. Withd ¥ ing p ly ahead of p on, prices of lead, tin, alumi-
num, and antimeny increased during the second quarter. With a continuation of the

H
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A

s+ “me-. €081 ptodiucing counteies, excapt the United Btates, where about 48 milion tons of coat | |
© " were lost through strikes. ‘The smaller volums of ccal'mined In this country did not |
- mppreciably. intarfers, However, with

et b

tizht supply, nonferrous metat prices may be expected to hold Mam throughout the
remainder of the year.

The production of lead and zine is in¢rensing In Canads, Mexleo, Australin, and the
United States, althouph Mexico had & marked set-back In tho early spring owing to )
labor strikes which have since been settied, In Australis any intrease ln the avail- - -

" ability of mine production will depend on improvement in transportation faciiitles, .

OmunrpnthUnnIhChnada,ChmglndlhnUhﬂmlShMuilbmuuuﬁuLbutthun '
is little change In Northern Rhodesia and the Baigian Congo.

uhgproduethnulﬁnlnm’nmthaﬂewmtmhhmuuu A
oorsaquenas of rehabliltation of the mines, but local autharity in Malaya is presently [ @ -
hunguunaum.dbyhuunusaaunué\ﬂunhmmlnnuzepntCmmmmnuLhuphua.ad RS
directed. There iy a)so some i P in Bollvian tin Juctlon wh the rate
olnuﬂuﬂhnhxdmndﬁxncuuo-ndhhuunhulnﬂehuqmdnmhﬂanm )

The antimony shortage is g more puat is §
but production In Chine Ssonly a f; of N p ‘was imp
bvllhurdﬂhmuu-ahuﬁhclpﬂnzullhaye-rlnd by the wide discrepancy between the
mﬁapﬂdknunsﬂmnumnﬂpnﬂwuuundﬂm-mmlyuaﬂnnnnaaL

AhunnnnnpuNucﬂunhllh-unhanmu‘dbylnmnqpto(lunlahlndahﬂhk
pomulnlmnmg.ndh,ﬂqmglnaﬂmuhwu:!nkcht:pmnulnlhnthﬂhdlﬂaul S
There were, b 3 tinl fny ‘a gutput in Caniada and Norway. Supplies Tl
of sccondary atuminum accunmiated from war scrap. in Ruropean éountties and the T
Unlted States are virtually exhausted. Bauxite production has licressed much faster T
Rnn:nununun;uuuuuunnn UMKevnnlno1hmﬂ:gn(K thet raw material except

a

cmmwmmmwmw;mmwummmmmm "

2 ling the requiremaents of Western Eurcpe, -
hmummmumnmummmw.mm
France, m.mmmhmmmwmimmmmmrm
mvnltedah&u.thunbyreludngddh:mhmmlpronmm Aside from
some shortage of coking eoal, Europ tput plus tmp was dly sufficient
hmedmﬂmmh.al&ouzh&amwxhthnmﬂ&mhndthhmwﬂ
mtdcmmmhlmmgmtﬂu
wmdpmdueﬂm_upmmwm-mmmhwmaumusum
ofmwwmmlﬁgmmmmmmulutym. Pro-
duction was adequats to mest mounking requirenents In the United States and else.
whunlnthomldmpthmupuﬁolxmopa,ﬂiemmtamhxm,
where inadequate refining and transpartation {aclities have caused shortages of refined
products. :
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RUBBER

World production of erude and synthetic rubber Is now ample to meet demands
for current consumption, Synthetic rubber production in Canada, the Soviet Zone of
Germany, and the Unitad States has doclined in recent months compared with the .
eorresponding period a year ago and will be substantially less for the year as a whole M
than for 1947; synthetic rubber production in Western Germany ended on 1 July. The ’
large output of the USSR, h , 1s exposted to § moderately in 1948,

Communist-instigated disturbances In Malsys, which produees about half the
warld's supply of eruds rubber, may, if continued, seriousty custail rubber production

in that aren. lnmgmtuutyﬂ‘nlhdﬂh&u perating and standby for
m&nﬂnn&uwmhmpuwmamﬁmder.unalnmdptsofm,yan
Tubber. : .

Wwwtmd\ﬂnlagmmbm-tm“pﬂmmd L
wlmpmhlnn!ur:pedﬂpukaglnghd!eﬂashckpmngﬂthtwmmoduybythe R
TSSR. .

CHEMICALS AND PRRTILIZERS

The world-wide shortage in many chemicals, including nitrogenous fertilizers, con-
tinues, Scarcity of alialies, coak-tar crudes, nitrogenous fertilizers, and other basic
ehnmlcunwmmtbelﬂmmed;oraymnrmbuumpmmtmybeupmm
ueulmppl\el!m!uulndmurnmmhhdpmdncﬂmmcmuuhmmenmma

The alkall shortage has limited froduction of rayon, glass, aluaioum, and many
industrial chemicals, Rscent inereased production of alkalies In Western Europe has
Mdupmmwmnmammmummummpnu
of coal . Hommmmum,!umnummtedhmmtonpmﬁonmmat
area {or & year ot twa. Over half of the German production is in the Western Zones, -

| whmmmmmtmu_mmbvmw-wmng..mmeUBSRa ' .
mmdmm«uﬂhd%mmmdnmm.mmmum
be!unyrutoredhnﬂlmmqrhhr..,OutputolmthMpean&uuihshumt
regained the prewsy level. In the United States, lncreased capacity recently completed
hﬂlnmﬂmthmh&hdmcﬂemmmmdmm.mmm
mainly from Latin Americs and Scutheast Asta, - .

mwummwm-nuuammuwmspmmmmd
mmmumummu‘muymuhmmuomumut.
Wutmknmmmlmmdmdmmmuhmpplluo!mmml.
In Westemn Europe the.improved coal sitvation, which had previously limited opera-

e

+ e mmg ma s s

[
tions, mads | n Insrease In output of these producte.  Purther rehabiliation |
. of plants c: 1 & fow new installations, together with adequate supplies of coal, should i '
materially alloviate the shortage of crudes in that area before the year-and. In the s
USSR the large number of by-product coke ovens destroyed during the war are in
P ot Son, -but truetion work ‘will not bs completed untll 1950 or
later; consequently the shortage of coal-lar crudes in that country is seute. In the
ST 12
0 B v ey -
-t ...':“;l',: T
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United States the second quarter coal strike resutted in a substantial reduetion fn out-
wtdmmcmdg.mdmmmﬂponmtuwmchahovmﬂa:lgnvt
abating.

Chile, the United States, the United Kingdom, and Belgium continue as the world's
mtmtwumorwmuwmumwshmumn
net Import basia. . The more than doubled output of the last thres-named conntrles
since 1937 has not been sufficlent to compensate for production loszes in other former
mejor producing countries. Germany, once tha largest producer and exporter of syn-
thetle nitrogen, now depends partly on imports becanse of war-damaged or dismantled -
phnhlnd:utrlcﬁonn!pmdmﬂmhythampymzpam Japan, formerly the
mwmmdhmmmgmwmmomhnm
greater degree than formerly. Rehshilitation of plants In the Netherlands, Franee,
Italy, and Poland, end operation of German plants at grester capacity, together with
more plentiful supplies of coal, will reduze the nitrogen shortage In the enrrent ferti.
Hger year. mm&dmmghuporﬂngmnqmuﬂudnltmmlonelzhbodng

states and Indls, {g & sing as dly as possible ity et ndustey, a
hrppnndwmwmduﬂn‘mm :
FOOD

mmmumumwtmmmmmmoMm

remained aunormally low. mmwecmlymofeuuu,mut,mdﬂu The

sltuntion was sllevinted somewhat, X , by larger exports of grain from the United

States than had been antisipated and by an exceptionally mild winter and earty spring

in Eutope, which increased significantly the production of dairy products and vegetables,

The acreage planted to f00d ¢rops to be harvested In 1048 showed = substantial

increase over plantings in previons postwar years. In gencrel, temperatures and raba-

. - mmnbmnmbummummmuwﬂmtdmmwln
+ & oo meme e NOTUD Attierica and Burope, thus Indicating a 1648 food harvest almost equal o prewar

WORLD TRADE
Worid trade continued to i the d quarter of the yeur, although

mnemdmhmmlmhmﬂmutwuwhmm Increxses in pro-
ductisn of goods for expart, in combination with a ready world market, contributed

largely to the continued world trade expansion.

‘Irade among the Weatern Buropean countries, ) y impeded by
_ serious payments problems, which In turn reflsct the Ioft by Ger ¥
me@ﬂmﬂmﬁdmﬁmh ip role fn B trade.

!umpunwmhhhnmﬂaluhhnﬂﬂnlmhuﬂﬂngﬂuk export
trade, it ds estimated thet thelr current volume of exparts 1s onty aboit two-thirds
that of 1087, mmmuolknmpunlmpurh,mmolhuhund.lppmuhuorm-
panuﬂutotthelmmdln&cpmrym ‘The United K1 ' % 17

h L] 13

o
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exception in both cases. The rpe and t fer prob) thus generaled have been
heightened further by rlsing price levels. Westorn European exports, though lageing
below prewar, have increased moderalely since a year ago. Eastern European coun-

tries are exporting little mors than half their prewar volume.
Exparts from the United States fell well below the lavel for the corresponding
! months of 1947 pr ly as a q of the world shortage of expendable gold
’ and dollars, Neverl , on a g basls United States exports during (ha firat
half of the 1048 were at a rate about dowble that of the prewar years, United States
imports, on the other hand, though increasing In vol A ly over the level of
1048-47, were only slightly above prewar. Consequently, the dollar gap between United
- States imports and exports continued to be large and contributed cumulatively to
monetary and exchenge problems abrond. In 1946 and 1847, the United States had a
net export balance of roughly 5 to 10 bitlion dollacs rexpectivaly; 1o 1848 Ms export

balance was at an annual rate of about § biltion.dpliars,

i . . . . T .

Tha progress t d ke 'y observed in this summary of developments
dmingthnuoundqun-teuumumunm 1t must be strongly emphasized, how-
ever, that the attainment throughout the world of conditlong of economic well-being,
even approximating those prevailing before the war, will require still higher levels of
mduﬂmmmnymm&mud-hmrmmmdbetmbﬂamlnwﬂdm
than at prasent, .
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DISSEMINATION NGTICE

1. ‘This revicw has not been coordinated with the intclligonce organkzations of the
Departments of State, Army, Navy, and Air Force, though Information copies were
circuluted on 14 July. The information herein is as of 13 July 1048

2. This copy of thiz publication is for tho informalion and use of the reciplent
designated on the front eover and of individunls under the jurisdiction of the reciplent's
office who require the information for the performance of thelr oficlal dutles, Further
dissemination etsewhere In the department to other offices which require the informa-
tion for the performancs of offictal duties may be authorized by the following:

a. Bpecial Assistant to the Secretary of State for Research and Intelligence, for
the Department of State ’

b. Director of Intelligence, GS, URA, for the Department of the Army

c. Chief, Naval Intelligencs, for ihe Department of the Navy

! &. Director of Intelligence, USAF, for the Department of the Alr Forcs

H ¢ Director of Securily and Intelligence, AEO, for the Atomic Energy Com-

mission .
- Deputy Director for Intelligencs, Joint Staff, for the Joint Staft
p. Assistant Director for O jon and Dissemination, CIA, for any other

i Departmant or Agency .

. 3. This copy may be cither retaloed or destroyed by burning in scconanes with
applicable security rogulations, or returned to the Central Intalligence Agency by
arrangsment with the Office of Cx tion and D ination, CIA.
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HECAUEUR 703 THE PEISIDERT

The recent sction of the USS2 in racosnizing an
ezzt 2erlin goverznent 1s repressniative-of the ohift vhich
kes Seden Placa in the Zremlia'ls entizate coucerning its
czpabilities id the 3erlin éispate. Origlaclly, it sppeared
that the Soviet Hloziade of 3erlin was desigied primarily to .
gain western pover, cmncessisns regarding westera Gerneny
end seconderily to force-tke US, the UX, end Zraucs to evacuete
Berlia, - Ths refuvenl of the westeix powers to regotiste under.
durass kas apharently comvinced iie Eremlia that ils chance
o7 gaizing the prinary objective is rezots, Soviet siratesy
is now concontrating umon the secmndary objective, vith & viey
‘to forelng the Vast elther to svacuate tie city or to negoiiate
oa terzs which dl] nelte the westera position im 2orlin izef- ..
feotive ond sventuslly untezable, PR

Stringant bloclnde | In pursuli of thts cbjective, the UISR .
. iR -_:'rr:r Aovw i=hope e mors striagent Lloclkade

of tit westeran tectors pf 2erlin.. %ke USSH oan.cite ths rocent

"illegal® aelsctinzs {n shs vesiern zsciors, or tie possidle

iatroduction of the weatern zeck es ths nole legal curreacy

in the wastera sectors, &3 ¢n excuse to throv a cordoeuw eroand

548 weblert evem and 'tius eszforce a blocikwde much core esfactive

than the present oxe,! The susceassful sealivrg=02f of tha

aatern sectors of the city, cozbined vith the establishmeat

of the enat Zexlin government, uould oerisuely dacage both

. t23 nolitieal 294 tae ooz -
" 1a Sarlia. aal tas Pca..o:lc 7osition of the usstera powers

Politiccl effects IZ the polliieald reslm, the affect of ikis
a1l ctanch a- Zouhle cotisn would be tot (1) destzoy
Svexse ihnt Jerlin' is o unified city, therat; nnldag W
: 16 0 averell Zerli: effains el But inzaseidle So
izoluzeats (2) hasper she ad=izistration of Zerlinls western
::S'-'af. oy e-:nu?; of::-:g-.e.ope':aticn of public utilisies fnd ..
ne:-z'.'::: % E}‘;'-::if.e 923831 (2) dispirit pro-vesters ele-
&ccanizlio:: fe easl.in? wmcy sectors; (&) ciniatah Berlints
e si% 1:. o5 u Politicel sanciuary for anti-Commuaist Jap-
mena wnd Soviel desexters; cmd (5) recucs bhe erpabilidies of
tlay anti-Comemintiat fuetdons I

38 wetbard prears dod sumasw
it Soviel Zgng,

AT Ry ! quyglﬂﬂd by

’ b e ? t dato
A : .
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Zeonomie é\ffectsv | The ecomonic effects of tals metion wowdd

! . 'be tot (1) &vastisally reduce comrerce
betwean the aagh and vest seasors, vhich nou peralits she

4 dlocikaded Sarliners to mafataln a nintmm Suaizeas sctivify, .
% ) taeredy maling 1t necessery $o Zonsidecbly eznand the ag=18ss;
g . " {2) inerense vhysicel hardshis pmg curtell business ectivity
: - through the prodable stoppage of vutlde usilities noy supplied
Irox the Boviet sector of ike eitys (3) cut off thousemds of

¢ Zerliners who 1ive in one sector a0l vork in the other from

(N free zovemont to apd fron thadx vork; end (%) force tha westers . -
{ powsrs %o nake the wectern zerk 2ractically the sole cursency

: Tor shelr sectors of 2ailip fn order to supuort the trale for

, ‘ zerly condusted ipn sestern narizs end to overcome the currency
shortuge, ‘o o :

Soviet Positien| The intensificatien of bhe Soviet hlackeds
L. oo 82 2arlin, conbdinad ypith the eatablishgent
of tho 3cvist sector gover—ment, will considerably volster the
-, ‘bergeining yosition of the U:SR. In response ta future UF
y reconnerdations, ‘tha U382 Deyr dnsiss, 2a p condition to Further
: Aegotintions, either thot W action 1s apniicable anly to ths = . -
_ westerz seclors of Perlis or that tke Sorist-sontrolled resize o
{ of e2atern 3slin 'tmet 3¢ recogaized as the gole legel govern.
seat for the city.. ilare 1ikely ‘to.seon an eppealing solution
to iks neutral natloens {2 the U5, housver, would te a oleds :

, : 7 e USS2 thot vy Soviet—Coninated aluintotration of easters
. ! . 2a21in nust s noaxd in%0 eny Jerlin goverzzent, Acceptanecs
T - 0% this oluil -onldinarait the UISR to recatn an incireet come

\ trol aver ey vosit{ang 1n the wastera edty goverzment, lesting
to 2 proveble Futury sasuntion of complete adaind strative ’

i Pover. Such eontrol" tld s2a%le the USSR Wtiastely to réaii:e
\ Lts odjactives in' the Zerlin Bismute, .

»
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in the liorkgraf police. This training inoludde weapons training for mbroet

£ vith emp on 1oesl oondi ons in Greater Berlin, apd politiesl dnd
eona indoctimotion sod training,

9 official instmetions, 1deologleal indoctrination should include
the following two pondﬁinuea Tegording the future of Bexlin:

i
2, Auﬂrﬁwt:fﬂ:
i

Soaiotist Zane and Greater Berlin to 4 governunt fomed prinartly ot

insure that the western postors recognize the politieal suthority of the Sovies

» I tho above desaribed possibility camnot bo realised 1% 18 21121 expocted
thet under alendesting SED leadership, . rdots and dl.no:"dm will be orgenized

in the woetern msoters of B !noﬂammvinhomuudonahm

enough scale to Juotify the @ " Police Progidont Larkerafia erdering

rol lable Sovied feator poldce into the wertern sactorr to rectore order, It

ic beped Yt the eutooma w11 be o "ot acoammli® vhdch will evantuelly Jead

formations
_oector boundaries,

t
This dotument [a heraby cagradad to
GONFIDENTIAL In ncacrdange wih the

lettor of 16 October 1070 from, tijo
Dirgetor of Contrel Intclligense g the | SEERH—
Arghiviat of the Unlled Stotes. '

N ll fReviow Dats: 2008 . ‘4 - ’
- )
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1. The view is powt held by higher SED officials and informed
functionaries on the SED Kreis level that the natura of party
work in DParlin will ba beslcally chenged moon. Thesa
funetionaries point to the racent division of the SED and -
EP'D as on example of how the situation in Berlin will develop.
Thoy expect a clear distinetion betwean the normal SED narty
vork in the Soviet Sector”of Berlin and the work to hs 'dune
in the western sectors. Thia digtinction will he forced by
.an outlawing of the party in the western sectors. All
necesrary initial p,reg;ntions for illegal work in the .
wastern sectors have been made, ngnrtleularly in the selection
of persontel. %The Landesvorsianed of the will be able
immadintely to delagate assignments to party memte-rs who
are knovn to be rsliable, and has already selected safe
houses and clandestine meeting and storage places. The
Landegvorstamd ‘s sttitude on the western sectors is demon-
stratad by its urwillingtees to allocate mopey or supplies
to thep. One functionary seid on this pointt '"Whan g
buginess man mses hig business going brolke, he naturally
doasntt throw more noney into it.®

N <

2. The considerad oninion smonp informad funoticnaries is that
on guing vnderground the SED mombership in the western sestors
will foll at onco to five or ten per cent of 1ts present
strength. %the loss in numbera will be compensated for,
hewevar, by more intensive and efficlent work t.aen is
onseitle with the prasant cumbersome party organization.

. Te Tirst mousurer of the 11legel party worlk will bes

LEY]

a. Intensiva propaganda on » Nationslistic line, stressing
tnity, freaucm, reconstruation, and the twoeyear vlan,

ond tﬁo "colonia:l‘ olltics® of the Western Pozeﬁﬁm nas beed
" mis s ﬂ“",mu' ot
AP RICAD VN Aganey«
& S =T
the

. ssf%- O

bates 4 -MAY 1978 sy
il r1eay
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b.

Tnteunification of party Yorit in western sector
imlustriae, particularly in thosa. factories which
have had to curtail produstion and in the Biemens
tlnntia. ' . .

Fenetraticn of tha bour?eois Parties, especially
tha 8PD, end mass orpan:
in tle westarn sectops.

Febuilding the Rotrrontkiionfarinnd ontside the party
and the orgenizgtion and training of sin) 1 "guou
sqinds, At presant enly tha orfanlzat:lon of thase
Giouns har been dacided on speciflic asgdprnments

mnd werk for them will be detarmined lotey,

A1 supplioy, equ.{}.nant, £1las, snd uthep pnrty'
nroparty vhich cnn\t’e Joarod are teing moved
storage peints in Yha Boviel 8actor,
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1, prge of the BE'D rarks whibh was announced in Beptenber of
} mu@ ssful. Tha SBcreening Qommissions
f lgﬁ e B A prifungekkonmissionen®) bave hot met the dsadlines set by
‘“Sm”"a.““’f,:m““‘ui"%.“ ot he 3“"122‘32 8&.%2:“.:3’5“;‘,.
Ve off gre
Borthe Pepnlted fnon, the 1ndiridael 2ty

of -
B B S maiihiy S
2 sector SED Kreise are quoted below as an 1llustration: .
‘2 Miizhbrrahip as of 30 November 1048 = 1,292
g Menbership as of 31 J'anmrr 1948 928
B Dismissada duﬂng this period 100
g nuignqt:lona durdng this poriod 15
g Admissions during this period 51
i ﬁ’ r"u’:‘gg;. :l.nu:‘:n u:'nat?gf‘::zignng ?ﬁ.hﬂ:r-
: “n& shatirnts Qz:l. hat .emci- :lu.not profitable, are all
‘ 8 g faotors. resigning have 1neluded some vetsran

ED members as well as comparative newacmers.

: To sy plement the limping work of the Bcreenin comi‘a
to ug--ateg the: buzc Question of nheehu- tho‘m nho:i'dm& :n:us

party or a the
arty s being snanog Sy'eint creation of

0 & tove apparently
has reoo;tl;p ‘beon nnn go
as put{u 1datas.. time. praotice of

taking nppncanta
for membership dinsatly into th
8 flaxible ay'm of olzm“a mgut’ was abandoned in favby .

obatl
;1‘::%10;5::‘ mm.uny receive o p::gr 5::423.32;. m :h%,'“" 'ft.::
ﬂllllr & party members -only after & -
. orks  Instruoti ons ROW are nu:m:n
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REVIEW OF THE WORLD SITUATION AS [T RELATES TO THE SECURITY
" OF THE UNITED STATES

SUMMARY

1. ThecuntholpmnrnmummshlwhkhtheUBSthsHﬂadlheBuﬂnbhdmde
indsecudemtemagteunmtowemmmumuwwggmmtm
Ussnmymmmaakmwrtntagmement. There ix no evidence that necessity
obliges the USSR to setk agreement. There are, however, clements in the situation to
wammgm:muaanmydmm;mmmbmmmg-um
objectives by other methods, .
Mymmmmmunmemm Ths first i3 to enter

s2cond s to enter negotintions with the intention of reaching an agtesment that would:

@. At ths minimam, remove Germany us a “bone of contention,” while permitting
tmmwm_mugglelwm-ﬂmpotmﬂuhgomm lowly and throngh other
charnels,

o, Almmmnummchnditm'lﬂlthewmmmope,mmhpemnt
the fuller cxploltation of oppartunities clsewhere—especislly in the Far East,
The frst would be essentially & continuation of tactics that heve dlready reached a
poln&n!dhninhhl_ng'utum The second wotld constitute, not & change in fundamen-
mnhjuﬂru,bqtngmmshmmthammﬂmhmmddlmﬂmnl.appm

No firm conclusion can yet b drawn about & Soviet chuice between these basic
memmm;hutlthexpmMhmdhmﬂaﬂmrmmuudmt
1 {0 be made. mmmmmwmmwmmunummm

Mkely to be ceveloped.

2. 'Thero have been no sigiifioant changes In trends tn the Far Rast, the Near Esst, or

Latin America that roquire examination in relation to US gecurity. Cerizin selectsd

’ hegotlations solely In order Lo attempt to delay and confuse Western policy. ‘The,
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REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY
OF THE UNITED STATES

]
1 @ *: B Ao N . ‘é; .
The slbuation created by the lifting of the Berlin blockade and by the agreement to HEA
reopen Four-Powar negotlations on Germany js hers examined in a broader context A
" than tuat provided by the detalled issues that have d the G
pmhlomlnﬂ:ewumolthruandahﬂlyem. Atlnstmreembroadercmlutg
can be identifled. Flrst, the global power relations end the Ip power p ’
of the US (and the West) and the USSR (and the East). Second, the over-all situation
1 Burope and jta cap Y to effect changes in the refatt Position and potentials of the
Weat and ths East. mm,umung-'zem1mpumnce,tobomwumnm,o:m.
trolling—or newtralizing-—the potential of Central Bt pe (G y and Austria)
Broad Conterts Bxamined ’ .
mm,mmgupnbalmmtufthoralnﬁve:ecurltypuﬂﬂnnsotthaus
and the USSR, aﬂmntedthnlthsglobﬂdtuﬂlunhndaﬂghﬂyehnm in favor of the
U&pdmaﬂlybeuuaeo:qtmpmmdpedt!minkumpa. It was further [
huwsvu.thltthgpodﬂm—intheruhstmdeﬂnlh]y]mnwmhhwmvs. "These o
uﬂmntsmmeatthe-endduyeazhwhhhthhﬂmtphaseofmwummp!eted.a

b s atmt iy yen

Asia grow Into serious paly economic and security problems, - -

. : Atmm‘ﬂ%mmwmmlﬂv,ﬁmmm(m
o3 ... of Yorelgn-Mintstery) in London broke down, the over-all pleture was very different,
1 -wmzwmmwmwmwmacmmmmm The

nentral positions in u daveloping "cold war. The condition of the natlonal economy
um‘uxmanmhmbgdmmmmuumd-mmnn Western Ger-
meany stif]  likely to collap ically in spite of heevy US subsidier. In
thehrlnst.onﬂmoﬂurhmd,théchlmcmunuhwtmdmdme
knaekontpnwwﬂwymtoamelup. Nndmxuxtmnvmmtainsuﬂthenstalume
tﬂlldetﬂhablemthevmrkoldlnﬂecud groups rather than as potent politieal trends.

In the contoxt of 1047, the USER, with very llttle evidenca of an active US detarmi-
nation to restore Western Europs, had small interest n the maintenance of Four-Power
. harmony in Germany, Savutmucylorrumpauawhol:andtor(}mnyinparﬁcu-
Tar called for litile in the way of tactles exeept the obstruction of Western efforts to kesp
2 baq sitoation from gotting worsa. Obstruétionism and g readiness to exploit its

-

SroNDe 2
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consequences, working on an apparently well-deflned drift toward politleal, economic
and social confusion, might be p d to boe leading to Soviet hegemony In Europe,

However, & Westorn renetlon to the state of affairs in Europe gradually developed
under US stimuiation; and, in addition, the long-anticipated economic crisis in the US
did not The skrength of the reaction can bo trecod through the linked stages
of ERP, the recession of Communist power in France and Italy, the reorganization of
Western Germany, the growing Integration of Western economie policy, the nezotiation
of the Atlantic Pact, plans for the rehabilitation of the military power of Western
Europe, and the intention of establishing a West German federal gavernment.

Initiative in the comprehensive campetition for the potential of Western Europe
was in danger of passing to the US. Soviet counter-measures hegan to be token, The
Satollite stater wars forced to refuss to participate in ERP. Communist-directed strikes,
aimed at undermining the schedules for g truction, were Initlated, A
prop a poig t US “dollar diplomacy” was fully developed. These
nunnnmsnotmﬂyl&ﬂuLbuﬁhylemhﬂng4hnVmuktoimueumdaﬂmtslchnny
began to creats problems for the USSR within its own orbit.

‘Whils it is not likely that the USSR ever cansidered that the communizstion of
Eastarn Europe would be a pushover, it probably did not anticipate the dificnities that
aroge in 1948, When ths Satellits states were cut off from participating in ERP, con-
trasts developed between the speed of economic reconstruction In the West and the
slowness with which the communized econamies af the Satallites were able to produce
H tangible bonefits. - Efforts £0 improve the situation by inereasing Boviet controls and
: recrienting Satsllite economies led i tensions which developed Into nationalist devia-
. tions from the Cominform lms. - | . . : g
N f'ThzuxhuucnnuqnuuedIhahnnhhwnetuuimmlun:ldnﬁuiapmﬂumuug
. of Germany. “The West developed plana which weold permit the ultimate integration
: dlho“hnhn:Zmusvun\nvmnﬂnilhnunanqnhnmxlﬁp(ﬁﬁﬂdqnmuadyhms
i ‘which would pérmit the ultimate incorporation of the Eastern Zone in the Soviet orbit,
- . As theso plans developed, they began to produce a sltuation unfavorabla to tha Eoviet
i - intarest. - The USSR attempted to faree a return to the status quo ante of unworkable
. - Four-Power control. . Pressure tactics wers emploped which finally resulted in the
Berlin Blockade and the Air Lift. Thess actions complasted the stalemate of US-USSR
relations in Gerviany. . : o PR . .

An essential factor in the situstion was not, howaver, neutralized by this stalemate.
" Anm industrinl and ma1.power potential still existed in Germany. The contest
{or the ol this p derlay all the tactics, strategy, and tenslons of US-
USSR relations in Evrope, The da facto partitiontog of Germany primarily worked

to bring this essential factor Into sharper focus. Tha Sssue of ultimate control was
more apenly contested by political, economic, and psychologlesl means. Short of actu-
ally using overwheiming fores, however, the USSR now appeared to hold the weaker
! cards. Efforts to bring pressure to bear on the Weat, and the dovices by which & firmer
' grip was taken on the Eastern Zane, perceptibly pushed the G people toward the
Weat, If only as the Jesser of two evils. Bimultancously, the success of the West in
reviving the Weslern Zenes acted as & supplementary pull.  Finnlly, the Berlin Elockade

L ane
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and the Alr Lift beeame, in German oyes, a tost casa of East-West strength. The test

has now been interproted-—again by German teeling—as r victory for the Wost.
A direct q of the in which the contest for Contral Europe devel-
oped has been the restoration of Germany to the strategic position it had previcusly
i that of an tal lying bet two power clusters, each of

‘which reeks to attach this potentinl to itecly, or alt tively to p its attash
to the other. The potential consequently becomes free to organize itealf in its own
Int G y has b n signifi t purty to the preblem of controlling Ger-
man pot While G y y at p take foll advantage of
bdngmamm-inthlshvanhhpoﬂ“on,opinlmmdpaﬂcymlheatatubordeﬂng
Germany are hypersensitive to the posaibilities inherent In it.*

Thero 33 little room for doubting that thueumuh&veuﬂ’ecuutth&dwalnpmmls
. mhohllgameﬂﬂﬂahmppmthedhmﬂm,mblwkhckbthepednudln
. mparﬂﬁnnea&ummyuhaﬂngbeeumehmblebaomtlnmmdhn-
. mﬂmcm”amdaﬂmmmjuungammmnum This i3 the frame of 1
mmmmmamwmmxtwmpmmnmmm '
West to undertake negotiations oncs moce.

Soviet Yiming . .
It 1s constdered that the Soviat dsclsion arlses mare from cholce than from neces-
sity. m&mmwﬁa&ummmmagnwmmuhummn

BV RO S

s e e ampremmin. m gty -

oh;umu.”mamm&ntmumm,uummmunun_pmmmnym
Wuzhmmmummmmmmm.mmmmwm
could be contrary to the Soviet interest, _ I

movmnmmmmmm.mmmmtonmmm By .7
and Inzge the Weat was beginning to restore the balance of power In contlnental gy '

: i

erally. Yet,-mthapuuﬂmmld'too.mmmyenmpamngp:mmunbe ;
i

i

'mtumt&mmwﬂnmnhuummmdmnmdu
. - . countries 1n the Wess, mnmmmmwmmmusmu-euasamcmm
courses of action which tha Jogic of thelr power relations might suzgest ns desirablo.

Y

Herry S. Truain Library
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In consequence, nttention was increasingly being focused on Central Europe ns the one
unsettied item in tho balance. The Ppreviously satlsfactory stalemate which ths USSR
hndmlcdinu:lsummuldmtbalndeﬂnltelymﬂnulncdln the new ciccumstances
that were developing, - L '
Itll.ueord.l.ngly.judzedthllthussn,ntllll‘netnchooulhume',ul.‘.ledmra
Tevival of Four-Power negotiations before the moment at which it was cstimated the
‘West might be treetrigvably committed %o the positive course on which It was started,
nummmmummﬂommtmaMpmpmumhlwmeruwnsnlm
that the Western Powers were determined to set up & West German state but before
that determination had bsen convorted into fact. It Is further noted that 2 propa-
nunnlcnmpmzn,nm“pumanmuuhn"lnaInnun&rvmybﬂumlmnpqusus‘mm
‘made. mnmpn!mthmzhddmdwmh:MAﬂmﬂcMeoumbem
nwtokum:hewunﬂmnnmﬂnganNhﬂuuonGﬂmnnwhylnﬁnzunhmtnpﬂm;
. vknunpuuhuphmuguuhguummkﬂllbmmnnumhugImsnﬂluuumuhhtnum
notion that peacs was desirable and might be-found in accommodation. Currently,
; ﬂu'puwaaﬂuunn"hhdnguuﬂJnanaﬂhﬂloeﬂuuﬂlnyu:lo!pnuuaonwmmmin
the lifting of the Beriin Blockads, -
' IhASunetduddumeundnnylhuwltwulnummu:uﬂadhylummnsnuutonﬂnux
manﬂununyhﬂqpuuun;amnpnlnuednamaot-nmlunﬂntu!ﬂwaﬂdhu
power sitnation. smnahuﬂurpmnpuueanhbnuuobyan;udngthnpndﬂnnsﬂmn
ﬂn‘%:thulhnwnnndhun\ﬁ&hltls!ruit‘nﬂnotbonunutlndhyumuhhﬂng
thoauanuuhupuwﬂﬂoeuunusallcunnapuau:ﬂmr ' -
The Porition of the West : . '
mmmawwammmhm.wmmm
: memevmummpu'mwummnmpem .
opuunglhn‘qytotu!ﬂihngungnp T T U
2.Thﬂtthe(kwumnpn@nﬂnlnnothndnnmnlnglyuunn!Yﬂnhwn!mnunan
.w-uuugwhnngunnnngqpmutu:mﬂhumaynquxhreennlnhnhmunhlﬂuzspMmm

3. T0 reactivato Germany palltically and coomomtoalty, - ... .. , ‘
Thedmhhnhmh'ﬁm@]sﬁvq'hkmhﬂhdﬁeMﬂudmﬂng
sdequate Alliod agreement conckrning them, have pot the West into positions in
m'mmmﬂmmhw‘mnmbommthutm-
mmmmmmwmmamwu

Itl:.umnm:,mneamqu:uemmmhwmhnmedup,nmtmussn
'Nmthmlﬁodiﬂuhmmmﬂy,mmkvudGmmindm&y

Wmﬁemnahh'mhndﬁmdntnmﬂhewmmMng
: -Itulurmn-mmmt!mmeum“fuuu\ebmtnmﬂaﬂmsmmn-
mmkmmwzmmtmmwummptmhmm
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positions down.® This assumptlon leads to the pessible alternative courses of sction i
that may underlie the men: Soviet decislon to seek to negotiats with the West. i

Snmd Alternative Courm

Two of actlon are herc lsted and discussed. Each
eouldbamnﬂduudmmmﬂvmmtlonu'buﬂhedlscmnnuconﬂmdtothehaslc I
pattern, R

1. mUﬂSleghtmﬁuﬂumﬂdmplywlth the!ntenuonot delaying the imple- t

of an glready clearly indicated Western palicy. No intent to reach agree- :
ment need exist, and Cone made in order to the CFM could be rescinded
ﬂmemmmjmhmmwummmmm-dm«d
Germany.

mmumduumwnmdreptmsmuemthmtmtaﬂ-endutllung-na.nd!nz
policy; namely, to prevent the consolidakion of Western Germany and the reactivation
dtheputunﬂnlolwmumnyundjumhoﬂhepomonhowm

mhnpua!lhnnssnmthneoummnymtydbnethtedmapltemm
plainly diminishing Soviet p Is, desigmed to appesl to German desires
fwhﬁﬁdnﬂﬂumﬂnn!mqlm&dcmhnymdmmdnpm
treaty, might be mades as one more effort to sow confusion in German political feeling
ang rotard the progress of the West Germans toward & viable state long enough to
mm&puuoutdmmhpmmmmmmupbhm

However, it i3 estimated that the TS (and the West) position hes been frmly
enough agreed and doveloped to chock this eonventional Soviet Mne. It is further estl- .
mated thnt the USSR sppreciates tue changed situation in Europe and is aware that its
mnwmumum;pmuuumh-mmmmmmumw

""nmﬂlﬁm!ormpu:punbuthemmnuddday The possibility that Soviet policy
ummmmmhmmmummﬂmmdmmmmmq
) boueognhnd. >
Y ) mmwmmmmmmmmﬂnnumg a3 & minlmum,
"an agreement that would remove Germany ss a “bane of cantantion,” while permitting
-the struggle far ths ultimate control of German potential to proceed ot other levels and
by other channels; or, as 6 maximum, & déteats with the West that wonld, by reducing
. -tensicns tn Rurepe, permit a mors concentrated exploltation of the-opporfunities that
* havespparently opened elsewhere in the world-—especially in the Far East.

This courss af action wonld imply that Soviet tactics to dute have been writter, off
as ag fatled to produce their intended results. Ii would further imply a declsion to
lhl.l’tpoucytnmﬂmxermmhmm bjectives by slower methods—the infiltra-
uonntcommmutmﬂumlnﬁoMopmﬂcmounmnedGmnmmﬁmk
attacks on the power potsntial of Burope by way of the Near, Middle, and Far Enst.

The USSR, if preparing the ground for a policy shift of this order, might well make
extensive concesslons on existing lxvues; estimating that these lssves would not be as

o A —— i # n 4

: S The abllity of the UB, " 1ts over-alt Mals
¢ hunlyusoodulummy ly to carry on lllhvl!hthutemAnlu

Kaown ai open to problng and e:plolhuon by
the USSR, whlch s mmmntmly lne Irom shmiler llmluuom.

T T
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signlficant to long-term strategy as l:ilcy hove been to short-terra tactics. This course
of actlon, however, would have certain cssential requlrements. The USSR would have
to acek to galn an economle quid pro quo that would permit & moro raptd rate of indus-
trinlizatlon. The USSR would bave to feel certain that it could guard its Eastern Euro-
pean Satellites against Western democratie infiltratian, The USSR would also have to
sezk & Germon state that it could hops to keep from firm alignment with the West, and
& German Government in which the Communist Party could reasoasbly hope later to
operate effectively.

A considersble degres of accommodation could be made before thess limits were
muumedandﬂnmnﬂwdﬂnunmmnlmﬂbahﬂmnlnﬂuequchﬂbnﬂutvﬂw&wnaﬁwm
away In the short-term could be taken back in the longer. The danger of & rapid resto-
Tation of Western European potential in consequence of a comprehensiva détente, might
presumably be balanced (n Soviet caleulatisng by the following considerations;’ (a) that
the rate at which Soviet potential was being developed could be Incroased; (b) that the
“inherent contradictions” of capitalist econamy.would nltimately reducs the effective-
ness of the potential that Western Europe was recreating; and (¢) that the fundamental
bﬂnnuotpowerhthnmldwbdnsﬂawlydﬁuulnﬂmﬂavletuvorbymeﬂecuve
devalopment of Soviet polioy in Asta.

Mmmdummuhpw—mlaemgeo!mmmsmetobjec—
tives—but £ genuine shift in the emphasis, direstion, and timing of the Sovlet approach
to theso objeckives. Essentially It would sugpest that a conclislon had been reached
ﬂuutheuhm14unnoppuﬂunﬂkskn!nmma|u=-huthenmnumtbdngexnnuﬂaﬂbut
ﬂuwtheumzdcnnuppothnﬂﬂesh:Aﬂn‘nnahuwnnngruuluwthaphkhup )

If this course should be developed, it will probabily ba combined with the appeals to
German opinion noted earller. In thiz connection, however, these appeals would ba
designed ﬁ:ﬂwcoGhuﬂhnttnnuﬂﬂdtholﬂ&sa for German support rather than to

) lddnn!usuudnuﬁu'k)&mﬁtpmqmﬂﬂl Ihnhﬂaw'nmndheioounuun.mnnot'
Chmnnnsuwenndpnuﬁunuuﬂumuynuuanﬂhﬂwﬁnytothnﬂwsnbypmﬂmgthe
West under tha necessity'of accommodating ftself to German foeling. The Western
Dosition, admirably fAitted to come out ahead fn & negotiation where agreement is ot
belng sought, can only with difficulty be adjusted to mest the typa of problem presented
bynnqpulunnhnwhuh.gnnunn&hhﬂanﬂﬂL ‘The West, would find {t hard to refuse
gy t, it fons to ita p pmﬂhn‘uu!nuwnndqcunﬂnmmltmw
ds-ﬂyidanunzdthuBuvhmpuqunllnwvﬂuuugagnnnumh The pressure of Western
pmﬂhownhntuumqnNnhnmundzpanNucmnkwu:ﬂlnlmmmuntmncununy
or a-g=nulne détents In Europs might complieatn negotiations for the West. Support
emudnnteaﬂurbedzwmundlm:mnnngeﬂqnhdylﬂﬂ\aunwuypnbhmumumndy
wnunmnghlndnerﬂmuuuﬂhaﬂmapmuuncuﬂuﬁmuoldmnuﬂzGenmanpdnk&‘

'Itlamhdthntuuhuudmm probability of Gunmoﬂnhnbmm 2 torget ol
mmunmrwum ﬂlummuluummm ‘This would brizg the question o

dmuwm-uwmmmlyotmwmm
uuun|MMu"hlnnunnuannhu
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1
Conclusions ‘l :. . -
. There I§ no evidence avnnﬂ:lé at present to justify a firm conclusion with Tespect
10 a basic Soviet cholce between\thicse alternatives, It is to be expected, however, that
the negotiations themsclves wil} graduslly permit & judgprent to be mode, Possible
clues may be found in the actund worth of the concossions proposed and In the speed
. With which the USSR permits the negotiation to move toward tangible agreements,

1t is considered that the tactics applicable to the first, alternative may be used as
an initinl devica for probing Westorn intentl and testing their firmness. It is also
puslbla.uthgmsmmpmmagmmmtnsnmmuwspouauLnuatcdrm:.
that the adoption of the fivet elt may be forced by defauit.

But, In the nhmncgolapednlpreuqulthlnthnﬂwietsystemtorchg the
. USSR to sack agreement, the logle of the situation suggests that the USSR is choosing
f ’ hmmmnent.nndmthuiomdqhm_nﬂmhtheonemonllkelytobedb
veloped,

T the cantext uf the global power mwation, the real issue hefore the CFM 12 not

lhnutugmtoteermany,butﬂumgummmugeermpwu: II the CFM .

Secondary problems, Bawm,mﬂthnpuuulothcnegouaﬂms, Including the
mmuﬂmmmmmalmpmmqusﬂmutwmbmgwwmwl
Geaman potential and thus Eofd the bal of power fn Europ Ag on Ger-
my,uadmﬂeinmnupepumnﬂymmthuﬁmahbulqgmgomup
mmvmwmmeumtmpndtbnselm
2, . Toz Yan East, i L .
; ' 'Them'hnubeennoﬂnInuntdimcul;ﬂmmnmndmhFuM The
H ’ pmblmhthnmumum'vsmtymmmmhexpmmm
Imputotnumemudmnhdcmu;'butthmhubunmMn.lteapeedlnsupol
. . Attwupolnkwlyhnvidplbeunhamubmuuﬂhnmmhvmhupo-
. © sitions might be developed In tha courss of time. Ons of thess, Indic, i3 discussed
in para. 3 below. mmhwmmmtmmnepuhnmhm
mmmm-mummmmu-mwmmmmum
lndonlmuneeo!uen_sq_-ﬁmuﬂu. P:upuhtor.muventuuu{ﬂgmmtnppmrta
bebottun&thhﬂmethmthayhsvoduﬂn‘thwm. .
mmmmmmmmmmmamnmgmvmqupm-
ing. &Shanghal, though It can umebly be occupled wh destred, will probably
beldtuithformﬂmebdng. mnhhhtnbommmufoodmdothushom
dcnbplnﬂmhnhteddt;bntﬂthwiﬂlddﬂmetothebulempmbhm The Na-
Honalist ranks continae o fall apart. Chiang Kalshek is concentraiing his efforts
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movements are under way in the southwest aud northwest provinces. The most
pressing current proolem for the US and nther torelgn powers is that of deciding the
nature of thelr future diplorsatic nnd with the new regime which
the Communists will cerlainly cstablish within the next few months. With respect
to Hong Xong the UK has expressed its determination to deferd that Crown Colony
and has y dispalched reinforeements, .
The French military position in Indochina has become incrensingly tenuous be-
cause of intensified guerrilla activity, particularly in the Sino-Tonkirese border xegion.
- Meanwhile continued French political control in Indochina iz dependent upon former
Emperor Bao Dal's abllity to rally non-Communist elements to & new government and
even more on the abllity of the French Government to make liberal anough concessions
to attract these clements.  In Stamn, political tension 15 mounting aguin. After mak-
ing tull allowance for the fact that the Siamese Government trics to capitalize on
Western fears of Communism jn urderlogatmluhrylndwunnmlcﬂld.lthwldent
mtmﬂnmcommmtnmmmwmmnﬂy regarded in Slam as o growing
threat to Siamese security. The situation in Burma remains as anarchic as before.
While the and 'y of incidents in Malays have declined during
the last few months, Britain's security problem remains serfous and there i3 no reason
for long-range opticnism,

3. UR-CopmoNwrarra-LomA.

"The basis for amore realistls pattern of relations between the West and Asiatic
nationalism has bean provided by the recent Commonwealth Conference. - The basis
of cooperatlon devised by ths Conferencs very properly ignored logic and preciston in
order to adjust the ussful iradition of Commonwealth assoclation to-present politicel
and atrategic realitles. It is of copsiterable kmportance in establishing a- global bal-
mdm&hﬁ!ﬁhhwﬂhﬂbmﬁn&ammbuofﬁwﬂommum
‘Mmmﬂhmtﬂmﬂmn-upn‘bﬂa
) mlmangotmﬂlwlthmtu,mdwlﬂehmhmhdlnmpporﬂngmu

’ Usmmnmw-tu:mpemnomwmmusmmmmmzut,
13 of considerable valus to U5 security. Indlguthomjnreohﬂrmtcmtndpowar
ltwwteﬁl%gh“mmmthbﬂmmhwmwﬂmumwm\the
potentiat of the ‘West.

’ mmmdmwmmmmwumummwwmomu
sn immediately valuable fact. . compkmentnry Interests were apparently eo cleacly
understood that other considerations’ became frrelovant. The Indian intercst in
Xeeping Western mifltary and industria) potential and technical competence related
10 the problem of veelising Indian aspivations was realistically balanced by the US-UK
Interest in having in Asla a Jocally powerful supporter spraking with a natlvs volee.
‘The development of these complementary interests into flim politienl, economic, and
stralegic cooperation obvicusly calls for time and tact; but the present situation

snould gradually add nplomlmpmdsumitypulﬂunm the US on, at least, the
Bouth Aslatic littoral.
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4. NEean Easy,

The general sibuation in the Near East has (s no sign} hang
Buch events ns deserve notice are of local concn and, for the present, have lttle or
nomhuontathehrgerundmoupmulngsecumymunmwwmthel.'s.

The only possibie umepmmtobenotedlsthnhlp for peace negotlations which
the Groek guerrlllas have ads to Presldent Evalt of the UN General Assembly. This
maybedulgnﬂtommmmwmmmet"pawonmuvg"mu,um,myu
pmofabmdudjmtbthedhmﬂmmyudhmlmw. On the other
hlnd,thmhunﬂubmueomplehluumgumﬂnampmpsgmdmmg
start of the year. Mthumnmnt,hwmi,lhengﬂhpuapmpouumyut
worid oplnion, much of which 1s l-inf about the sity in Ciresce, with some
edlect. Cemmy,maappmachtol:nttwulmartmm He has displayed a ten-
quhmmwmughbe‘n"mm&mcmhr."hlpiuumung

Turkey 3 stll busy adjusting ftseif to its exctusion from the Allantic T.:t. T
rwgnmmmu@mmuswmn",_a y problems, He has
mpmmmmugmusmwm:nmmmamtmuusmum
mmnmmmummtyamgmtmmm. Requests for additional finan-
~¢lal ald were channzllsd fo EGA by way of OBEQ, Oppasition elements In Turkay will
:maoumduammsmgﬁemmmtmmmmmnmmptmgoumua

- commnitenent. Boww.mmﬂuhlnmﬂnngbeuertnpwpoa. The Forelgn

T2 relations of Larael and this Aruh states remaln exsentially stalemated tn thelr
armistice form, m&dmmmmmmmwmmbymwgh

pollcy toward the Palestine fssme. : :

&m’nwuphummwsﬂmth:mghwtﬂwﬂwﬂd. The first reaction
mnlnmutthupectnchdummﬂtuﬂmﬂgogemmentbehgwmhmbyfm
‘When, however, the Syrisn people accepted Zalm, although without enthusiasth, the
mdmorothu-amummmmmmmmnum Iraq and Trans-
Jordan have tried to draw him into the Greater Syria camp. Egypt and Saudl Arabi

the Areb Lengue hud shot it up. A rash of visits, visits, tions,
and conversations broke out, Zaim finelly emerged with recognitions from Egypt,

ey 10
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Saudi Arabia, and Lebanon; repudiatoed the Greater Syrian project; and declared his

support of the Arub Yeague, By this time, the Arab world was becoming slarmed at’

its own disunity, remembesing that 2 peace with Isrnel was still to bs achieved, Con-

sequently, “discussions” have bogun between Egypt and Transjordan to try to find-

some comman ground sgain. In short, Arab relations are very mueh running in their
normal channels. R
As a [ootnote to this, neither Israsl nor the Arab states appear to heve -nuch faith
in one ther’s p ful intentl All are att ,‘ﬁfnllrengthmtbdxmﬂlmry
fmu;butthaAnhlhtuqho:mhhnmeyoﬂmminter—mlnimnalﬁuu
they think of milliary equipment. : B
Ttunhnnhemmhﬂluﬁomnhtmpnnrym-uphswletprmmkm
with tha of the Soviet Amb for event
that has p a crop of Iranian leaders, although not immediately ap-
prebensive of the Soviet menace, are calling for ald from the US in quantitles com-

pmblawuhthubdnggimto'l\utgy. There Is no indication that the attitude .

toward the USSE will be reversed.

§.  Larax Anazzica, : .
mnmmmmmegmgﬂmmwmdwmpmmutow
the lifting of the Berlin biockade. Nﬁneulhnaullahavemummsmingthe
lung-mmoumolmusmbutthg‘ hope that any relief in the tension between
musmuwﬂssnmypcwmﬂgwpaymmuthntMnt.othapmblun:utthe
‘Western Hemisphere, Within the Hemisphere, inter-American antagontsms have becn,
reduced. mqmmmmmmmmammmmu
mm;umqlq'mwmmummwmmwmupmmg
mmm:uwmummwm;mtbepﬂmm
nmmmmmumngMMmmumammmmme
restraint, The most serious and perhaps the most pressing attuation In the ares is
that of Arguntina whers domestic economic problems, dropping world prices, and
mmmbmmmmmmmummmmupmmnmmmw
litical stabiMty, © ° i
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