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DEPUTY FORBIGN MINISTERS! CONFERENCE

USSR. Boviet ngggaaionn_lniigéjé_Dngire for Forelien Ministerst Haefigg.

At the Parie deputies meeting 28 March the Soviet delegate apparently
censed insieting that the foreign minietere concentrate on "fulfillment
by the four powere of the Potedam Agreement on the demilitarizetion of

. Germany." The Soviet delegate aleo agreed to diecuesion of the level

of armaments of the Big Four ae well as reduction of their armed forces.
(U NY Times, 29 Mar 51). COMMENT: Gromyko'e -concession on treatment of
the German demiliterization item, a poeition maintmined since November
when the USSR first called for a CFM meeting. removes a major obstacle
to preparation of a foreign ministers meeting. At the conference the
Soviet Union hae been stalling, apparently calculsting that the French
and British will prevall upon the UB to meet the Soviet position at -
leaet in part. The recent conceesions, however, indicate that the USSR
intende to compromiee, if neceesary, for the sake of achieving a foreign
ministers meeting.

SECTION 1 (SOVIET)

USSR. Soviet Interest in Norwezian Molvbdenum,

number of emall rectangles in red pencil covering the aremg of Knaben,
Riena, Bragol, Eftestol and Omland. The areams all contain molybdenum
depoeite, and the firet, Knaben, contains a molybdenum mine now in oper-~
ation, In the remaining four areae the mining of this ore has not yet

begun, excent for certain preparations made ty the Germans during the
WwWar. IIIIIIIIIIIIIIIIIIiIi ’

EASTERN FUROPE. . HUNGARY, USIS Emplovee Arrested. A BHungarian smployee
of the US Information Barvice was taken into custody by the Security
Police (AVH) on 24 March, It i8 not known whether his arrest is due to
USIS employment or to some extra-curricular activity. (8 B'pst 452,

27 Mar 51), COMMENT: Thie 18 the second USIS employee to be arreated

by the Hungarian authorities within the past two monthe, There have been

other signe that the relatively unhampered 0perations of UBIS in Hungary
would soon come to an end,

YUSOSIAVIA, Pro-Cominform Yugoelave Tried for_Eénionage. A group of
Yugoelave accused of eeplonage and political agitation on behalf of the

Cominform are now on triel in Zagreb. After escaping to Hungary in
1548-49 the Yugoslave are alleged to have been trained and returned to
Yugoslavia in order to distribute Cominform propaganda, engage in esplo-

" nage, recruit agants, and organize "a struggle against the exiating

order in Yugoslavia.® (R FBIS, 27 Mar 51).
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TRIESTH., New commanﬁer of Yugoelay Zone. A new commander of the Yugoslav

Zone in Trieste has Yeen appointed Yy the Yugoslav Army, according to
WANYUG. Col. Mirko Stamatovic will replace Col. Mirco Lenac. (» TBIS,
26 Mar 51). The replacement of Lenmac, said to be ailing and he.d in low

.esteem bty the Yugoslav Governmen$, directly followe Yugoslav Forelegn

Minieter Kardelj's recently reported intention to gtrengthen the Military

‘Bovernment of Zone B and appoint a more aggreselve Yuzoslav reprssentative

in Zone A, (See 0/CI Daily Digeet. 20 Mar 51).
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SECTION 2 (ZASTERN)

IRAN., Unrsat Continued. The recent strikss in the oil fields of southern
Iran eonded teday, #ccording to press reports. In Isfahen, meanwhile, police
clashed with strikers protasting dismissal from their johs. Folice waras
gald to have arrested a momhar of ths fenatic religious group, Fedayan-s-
Islam, vho was planning to shoot Prime Minister Ala. Ala was reportedly

“only one of thoss listed for assasaination by members of the sams group vwho

vere arrest2d recently while plotting to kill the militery govsrnor of
Tehrsn. According to the US Embassy, the police zra also holding the edi-
tors of two axtremist religious papers who recantly publishz2é sriicles at-
tacking the royal family. The Shah is gaid to have decided to send Frincess
Ashrsf and Princess Fatima out of Iran on an indefinite vecation. Both of
the princesses have been attacked in the press by religious axtremists for
marrying foreigners. (S5 Tehran 2185, 28 Mar 51; S Tehran 2190, 28 Mar 51;

U NYTimes, 28 Mar 51). COMMENT: While the Army and Security Forces appear
to bs in' control of the immediate situatiom inm Iran, thesc raports point

up the sxtent of current tension.

INDIA. Food Ration Cut Contimmes in Forcs. A press raport from New Delhi

" announces that the Government of India will not be able to fulfill its

promise to restore thas 25% retion cut ordered in Janusry. The Food Minister
has stated that India would attempt to contract for the use of more US ships
to transport food grains already rurchased in the US in order to speed up
deliverisa. (S New Delhi 2570, 26 Mar 51; U NY Herald Tribune, 28 Mar 51).
COVMMENT: This information furthar highlights the scriousness of India's
fond problem.

FPHILIPPINES. Views on Pogsible Cbange in Huk Policy. Commenting on the
26 March Huk raid on an Americen-managed chrome mining property (OCI Daily

Digeat, 28 Mer 51), the senior US Military Attache, Manila, states that

US citizens in isolated FPhilippine areas are in acute danger and that the
Philippine Armad Forces are inczpebls of providing security. SMA also

notes thet the mire incident, in addition to three previous affairs, strongly
suggests that the Huks have changed their policy of non-violence towsrd
Americans. [US Embassy Manila agrses with this possibility elthough pointing

" out that‘improvsd Philippine Government snti-Huk operstions may have caused

the Huks to ssek revenge against persons passing intelligence to the FPhilip-
pine Armed Forces - as had mine personnsl in thig case. The Embassy also
reports that influential elements in the US business community have taken
alarm and that there is a current belief that the Huks have embarked on a
program to scares US capitel from the Philippines and smbarrass the Philipplne
Government in its reletions with the US, (C ALUSNA Manila 280808Z; C

Manila 2933, 28 Mer 51). COMMENT: While the Huks might well deliberately
ettack individual American "informers®, they would not be able to gain
significantly incressed support by means of general attacks on Americans
since pro=US sentiment remains strongly based among Filipinos.
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XORTA. . Digvosition of Chinsse Communist Forces. - Recent reports from the
Far Fast Commznd reveal certasin major redeployment of Chinese Communist

forces in Korea. Thrse armies - the /2nd and 50th of the Zth Fleld Army
and the 66th from the North China Military Area - are nov believed moving
northwerd from the battle line. Thess withdrawn units have heen replaced
in the front line by Chinsse fNommunist Third Field Army units formerly in

" the Wonsan area - the 20th, 26th =nd 27th. The poesibility of further

major Chinsse Communiat units having been deployed from Msnchuris into
Korea is ralsed by reinterrogation on 21 March of two Chiness TE's from
the 20th and 27th Armies. Both PW's stated that elements of the 19th
Army Group, First Field Army, had moved into Korea and were statlonad in
the Yangdok ares, west of Wonsan. FECOM, although not accepting thece
new units, comments that the 19th Army Group, First Field Army, has been
carried in the Yenchi-Tumen area of Manchuria for some time a2nd that PF%
statements add increasing evidence that the 19th Army Group i3 im Korea,
(S DA TT 4533, 25 Mar; 4534, 26 Mar; 4542, 28 Mar 51). COMMENT: Re-

. placement of the badly-hurt Chinese Communiet 50th and 42nd Armies is &

logical move on the part of the Communist high commsnd in Korea. Although
the Chinese Communist 66th Army spsarheadsd the abortive counter-offencive
in the central sector, howsver, thsre ars no reports to indicate thet it
suffered such seveore casualties as to force a withdrawel from the line.
The Chinere Communist 19th Army Group, pesslbly in Korea, hag been fre=
quently mentioned as having been trained, equipped and reorganized slong.
Seviet lines, . . : :

JAPAN. Publicity Camraign.for Japensse Defense Army. "Central News"
reports that a "police-suthorized" publicitg cemprign began in downtown
Tokyo on 29 March to recruit a million-man apanese defense army and

5 million reservists, The recrulting campaign is said to be organized
by former army officers and organizations with patriotic titles. The
sponsor of the campaign is balieved to be a candidate for April elections.
(R FBIS, 29 Mar 51). COMMENT: This report appears to be a sensational
treatment of some political candidate's attempts to caplitalize on the
Jevanese public's increasing pro-defense sentiment and anti-Communist
feeling. In view of the Japanese Governmsnt's sensitivity to the fears
of other Pacific nations over rumoras of Japan's rearmasment, the candi-
date may well find his police "suthorization" withdrawn. ‘
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SECTION 3 (WESTERN)

GERMANY, Adenauer Flans Economie Reform. Chancellor Adenauer, acutely
conscious of the desirability of organizing a centralized, integrated
economic leadership in the Government, is endeavoring to create an
Economic Comnittee within his Cabinet, with himself as chairmen, He
has also been congldering the appointment of Dr, Friedrich Ernst, head
of the Berliner Central Bank, as economic side, If Ernst is appointed,
his authority might be limited to the execution of the policies de~
termined by the Economic Committee, but some US representatives consider
that Ernst is strong enough to steer the Committee., (C Boamn unrumbered,
22 Mar 513 S Berlin 1201, 28 Mar 51), COMMENT; Ademaver realizes.

that to hold the recently acguired good-will of labor, he mmst take
action in the face of rising prices, Economlcs Minister Erhard has
been widely criticized for his umwillingness to impose controls, but
Adenauer does not wish to remove him for fesr of "rocking the boat®,
His attempt to by-pass Erhard by bringing Ernst into the Government

in a position of authority was defeated, at least temporsrily, by

the Cabinet on 20 March, ' ' '

: Eagt German Policemen Fire on US Army Sightseeing Buses,.
On 28 March east Germen policemen fired on US Army sightseeing buses

which were cireling Potsdamerplatz on their way out of the Soviet

“sector of Berlin, Apparently one policeman attempted to stop the

convoy, and, when his orders were either not heard or ignored, opened
fire, Approximately eight other policemen jolned in the shooting,

and 10 to 15 shots in &ll were fired, Although several bullets struck
the side and windshield of one of the buses, no one was hit., The US
and British Commandants in Berlin have announced that protests will

be mede to the Soviet authorities. There have been no recent yrevious

- attempta to challenge Allied vehicles'at the sector borders in Berlin,

(O NY Times, 29 Mar 51), COMMENT: From the reports available, it
appears likely the incident resulted from over-zealous actionm on the
pert of individual police, rather than from the direct orders of the
GDR or the Soviet authorities in Berlin, :

SAAR-GERMANY, Saar Demands on Schumen Plan Disturb Germans, US High
Cozmissioner McCloy warns that demsnds by Sear officials for & role

in the signature and ratification of the Schuman Plan will "stir up
mich eritical discussion" in Germany, regardless of French "professions®

~that the Qual d'Orsay desires to hush up the Saar issue at this time,

The Bonn press has carried prominently a declaration by the Sasr Justice
Minister that the Saer can approve the Schuman Plan only if given repre-~
sontatlon on the prospective High Authority, (C Bomn 667, 28 Mar 51),
COMMENT; French influence in the Ssar has had an irritating effect on
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French=German relations for over a year, The US High Commissioner's
inplication that the French are not seriously trying to quiet Sasr
demsnds concerning the Schuman Flan is probably justified in view of
French efforts in general to detach the Saar completely from Germany,
Inasmich as it is intended that the High Authority be supranational
and have fewer members than thers are countries partielpating in the
pool, the Saar cannot expect to be "represented”, :

ITALY-FRANCE, Important Medlterranesn Defense Roles Sought, The
conservative Italian newspaper, Il Tempoereports that Italy and France

. .will ask to be included in the current Anglo-US discussions in Washington

on Mediterranean defense, The Italian objectives are (1) to participate
in fater-allied bodies declding strategic plans for the Mediterranean,
(2) to encourage the inclusion of Greece, Turkey, and other Mediterranean
rations in the Atlantic Pact, and (3) to clarify the relationship
between the Italian command of the scuthern Europsan front and the

alr and naval commands in the Mediterranean, The French similarly are
interested in getting at least one of the two Mediterranean commands

in order to counterbalance British influence in Eisenhower's command

- and to participate on a mich broader scale in formulating all.ied

strategy. (R FBIS. Rome, 27 Mer 51), COMMENT; The Itdlians regard
the Mediterranean area as their main concern in any defense plans and
wish to occupy prominent and influential positions. The French have
already vigerously protested their exclusion from the Anglo~US technipal
defense talks recently held at Malta. France is unlikely, however, to
go along with Ttaly in seeking representation by other Mediterranean
countries In strategic plamming under the North Atlantic Treaty,

ITALY, Two Tmportant Factors Prevent Digintegration of Commmunist

~ Party, US Minister Counselor Thempson belleves that, although the

Camminist defectionist movement led by Magnani and Cucchi is an

“important sympiom nf discontent within the Italian Commmpist Party

(PCI), it has little chance of causing the party's disintegration,
About 2,000 persons are estimated openly to have defected to the
Magnani movement to date, but the "thousands of secret-sympathizers®

are unlikely to Join the new movement in large mumbers until they

cease to fear reprisals from Italian Commnist leadership er, eventmally,
Soviet sources, Although the majority of the working class may be re-
luctant to follow Commnist directives leading to costly strikes and
bloodshéd, they are likely to contimue tr vote Communist until the US
and Western Europe develop military strength sufficient to give the
workers a sense of security in the face of the Soviet threat. {5 Rome
4325, 28 Mar 51), COMMENT; The Embassy's estimate that a large body
of Itallan workers will remain Commnist while they fear reprisals

is correct. Should this fear be removed, however, they would still

be reluctant to leave the party urnless they could find another political
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movement which they believed would effectively represent the workers'
interests, ‘The Magnani-Cucchi following, during its pro-tem alliance
with the Socialist Unity Party, does offer the possibility that such a
movement can develop.

SWITZERLAND. Swiss Consider Applying Export Controls to all Countries
An offilcial of the Swiss legation in London hes hinted that'Swi‘bzerleTxS
might decide to embargo strategic products to all countries. The Swiss
constantly reiterate that any trade embargo which operates only against
the Soviet orbit is unneutral and, therefore, unacceptsble, The US
Erbassy London believes that such Swiss action wenl” have a ‘negligible
effect upon Western rearmament. (S London 5094, 27 Mar 51). :
COMMENT; The Swiss are presently reviewing uuw.. poticy toward trade
controls, and such & statement may be calculated aa bargaining for
position, US officilals in Switzerland believe the curtailment of

Swiss exports of precision tocls to the Wast might cause temporary
bottlerecks in the Western rearmsment production and reduce the high
level of Swiss prosperity. However, the Swlss could license their
patents for critical itens with Wes%ern mamifacturers and thus insure
no loss of revemie, while at the sams time legally maintaining their
politicel and commercial neutrality, '

UNITED KINGDOM, British to Move Slowly in Iranian Qi) Negotistions,
Although urging the Anglo-Iranian 0il Company to draw up new proposals
in an attempt to preserve the company's position in Iran, the UK
Foreign Office prefers that sctual negotiations on the oil question

be conducted between the two governments, In the estimate of the
Foreign Office, negotimtions are probably useless untili a strong govern-
ment, preferably headed by Seyld Zia, comes into power, The Farelgn
Office has reiterated its belief that high level US-UK agreement

- should be reached en any oil proposals, which in amy case cannot be

esented to the Shah until his return from Jorden in mid-April.
}(ag Tehran 2187, 27 Mar 51), COMMENT; The political situation in Iran
18 guch that there is little possibility of a strong government, In
addition 1t is unlikely that the Shah would be willing to appoint Seyld
Zile, '

UNION OF SOUTH AFRICA, Two New Flants to Incresse Union's Industrial
Self-Sufficiency, Construction plans have been announced for & plant

to produce gesoline from locally mined coal about 40 miles south of
Jobarmesburg. (U NY Times, 28 Mar 51), & few weeks previcusly the
German steel company of Krupp was camnissioned to build a plant for

the production of pig=iron st a point some distance west of J channesburg.
(U Natal Mercury, 20 Feb 51), COMMENT; The strategic significance of
these developments in a part of thé world that would be important to the -
US and its sllies in a global war derives from the facts that (a) South
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Africa now has to depend entirely upon imports for its gasoline supply,
and (b) the requirements of the Union and adjacent colonisl territories
for iron and steel are always much in excess of South African domestic
production, '
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SECTION 2 (EASTERN)
25X1C ‘ '

A"  Commnist View of Tibetan Settlement, GOI Ambassador Panikkar has

reportedly been informed by FRC Forelgn Minister CHOU En-lai that

the Tibetan question has been settled along the followlng lines:

the PRC recognizes Tibetan autonomy under Chinese suzerainty; China

to be responsible for the defense of Tibet's borders; the Dalai Lama
to retain his present temporal and spiritual euthority, but the
Panchan Lama to be allowed to return to Tibet., Tibet is to have no
relations with foreign powers other than the GOI, -whose trade mission
de to be allowed to remain stationed in Tibet. The Tibetan mission
charged with discussing this settlement is now en route to Pelping.
(S, S/s London 5089, 27 Mar 51), GOMMENT: It is significant that
CHOU En-lai considers the Tibetan question to be "settled" though

the Tibetan negotiators have not yet arrived in Peiping. Should the
Tibetan mission attempt to stall, Chinese Commmnist forces will cer-
tainly resume their advance on Tibet, thereby maintaining simultaneous
diplomatic and military pressure on the isoMated Tibetan regime, It is
anticipated that, by these mesns, ths PRC will achieve an actual settle-
.ment gimilar to the one outlined, .
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