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SECTION 1 (SOVIET)

USSR, Lor Joviet industrial expansion considered poor: From

& recently completed survey of current Soviet industrial expansion and

its immediate production prospects, Embassy Moscow concludes that the

rate of industrial expansion in the USSR for 1951-1955 will "taper off™"
well below the rate of ths past five years. Main reasons for this antici-
pated decline are the strict limitations on Soviet labor reserves and
plant capacity, and the government's failure to achieve 3 substantial
incrsase in industrial afficiency and labor productivity.

" Direct Embassy observations in the past year in Moacow and other
areas attest to continuing low productivity of Soviet worksrs due to
impropsr use and maintenance of machinery and backward work techniques,
The USSR also continues to suffer from a shortage of labor,

The Embassy bslieves that an attempt to increase military and
civilian output simultaneously would restrict the USSR, to minor progress
in each sphere. Any sizable increase in Soviet armaments and armed #:
forces will therefore gngy_an_rbsolute dscline in non-military output,-

‘Comments There is cther evidence supporting the Embassy's thesis
that a tight economic situation continues in the USSR. - The
Orbit attempts to circumvent export controls, increased Soviet demands
for Satellite capital goods and appeals for more efficient exploitation
of existing plant facilities seem to substantiate this opinion. However,
if labor reserves have not yet been completsly exhausted, some increase
in productivity can be expected in the period 1951-1955. As output in-
Creases, some drop in the rate of increase is to be expected,

JUGOSTAVIA, glav WS_regarding the UN Military Subcormittes Re-
rt partially accepted: The UN Military Subcommittee Rsport has been
revised to meet, in part, Yugoslav claims that the victim state in the
event of future aggression should command the UN military operations
conducted on its soil. As amended, the report states that the "victim
state" may be deasignated as the Executive Military Authority if it is
capable of directing the UN military effort without requiring substantial
foreign assistance. More often; however, the Executive Military Authori-
:y wnuld[consist of a group of states of which the wvictim state would
e one, '

Comment: Although Yugoslav views concerning the role of the victim
state are not completaly satisfled by the amiendments, Yugoslavia will
probably support the subcommittes report, for in the event of an attack

“on Yugoslavia, the Yugoslav ambition to direct the Allied effort could

be satisfied under the terms of the report,
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SECTION 2 (EASTERN)

‘1o INDIA, Prims Minigter electim:eering for oontinuence of secular state; 25X1
me Minig °n speech on behalf o

] or Nehru y ,
Party in the Lf‘orthcom:lng national o

lectiong deolared all-out wa -
minalism which Nehru sald, was Indiarg groeatest enemy . L—m_m-_l
25X1 | | | —

Comments (pe of Nehru's basgio oentributions to Indig has been hig
battis Tor & Seoular gtats, If he rebaing the leadership of the Congress
Party after the ®leotions, he should be able sudcessfully to oontinue his
£ight againgt the Hindu state advooated by many of hie opponents,

2. INDIA, Hungarian legation tg be opened in New Delhi, The ns ly ai:poin'bed_
in -

ha ffelres, Raroly— '8, wilT Yeave Hunge
pen a lsgation in Hew Delhi, l |

25X1 “Qotober to: o
Commont g Here'atofore. Hungary has been Tepreaented ip Indla by o

trade He_iegationo

3o  BURMA. War Office Somplacent reg : 50 Commumigt intentiong, The
" Burma War OFflos ot “That the Chinsss a%s W11 not Imvads
Burma becauge such action wo . arougs wide,spread anti«Chinege Commmigt )
resentment Among the Burmese people asoording to g Burmese staff officer,

25X1USAF
‘ - Comment; Sugh thinking, igoring the threat of international oox=
minism, 18 Sommon among most elements of the Burmese Government, :
L
25X1  to ic position, [

. Comment; yo Jmount of moral support whi oh Nehry mAY provide will
Teverse ’Eﬁei_ourrent trend or groving Commm3i g+ strength relative to the
Burmese Government, ‘ ' , '
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INDOCHINA. US tpansfers arms to Associated §tatos; A ceremony in. Saigon
on I Uctober: marEea"EHe,:Eransfer o The 'Inaooﬁﬁ 080 states -- mostly to
Vietnam -- of 55,000 rifles which recently erriwed under the mutual de~

fense assistance program. This ig the first major delivery of US weapon s
which will contwribute to the development of the Vietnamess Army, Faji-
ure of the French oiyil ang m litary chiefs. to stteng the ceremony was -
due, in the opinion of the US Charge, to theip uncertainty how to aot in
the absence of @eneral De lattre and to their disinclinetion to publiocize
the faﬁthat the US had been calleg in to give small arms to the Vietna-
Ne8e o '

been & matter of some embarrassment to the Frenoh authorities, who have
péermitted the press in Saigon to state, falsely, that delay in the devel- -

_opment 6f the Vietnanese Ermy was due to failure of the US to deliver prom-

Viet Minh attack two French postas Viet Miph forces have
stepped up thelr &g on in western Toricin beginning with the assauit on .

‘Nghia Io on 29 September) by an attack on High In, located on one of the

headwaters of the Bleok River, A perachute battelion hag ‘been dropped
at Nghie 10 to supplement the +two battalions of Thai troops stationed
there. The oommfﬂof the area wag quoted as stating thet its loss

wes inevitsble,

Comment, Aocording to an-Associated Press report, the Viet Minh hag
already selzed the post of Binh Lu.
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8. .. Representative government in Vietnam re ortedly postponeds A
minor offictal of the Vietnampse Govermment states .EE’E the.projec% .Whioh

wes initiated some months ago to establish a national assembly is now dé-
funot end is, moreover, strictly taboo even as a topic of copversation in
government administrative circles. [ :

Comments . De~emphasis of this project has been evident for some e
Bao Dal recently.told Charge Gullion that the assembly project was not
being pressed because, as any "sensible, average" Vietnamese knew, such an
asgembly would be worse than useless as a result of Viet Minh infiltretion.
Bao Dal'e argumentation is specious, since it must Bave applied as much

. when the project was initiated as it does now. It would appear that this

is simply another case of Bao Dai's discovering -- to his satisfaction, at
least -~ that the most patriotic course is happily identical withthe line
of least resistance. ‘ - 25X1
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10,  ghina's trade with Poland increases sharply: According to the Warsﬁw

radio, trade between China and Poland for the first seven months of 1951
was three times greater than it was in 1950. For all of 1951, it is _
estimated that Sino-Polish trade will be six times greater than in 1950,

25X1 |

Comment: The sharp increase in Chinals commerce with the Eastern
European Satellites in 1951 has significantly affected the pattern of
China's foreign trade. Traditionally, China's foreign trade has been
mainly with the West; -trade with Eastern Europe was negligible. So far

in 1951, however, according to Peiping's claims, about one~fourth of
China's foreign trade was with the Satellites. Together with the USSR,

the Jatellites now account for the bulk of China's foreign commerce.

25X1
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KORFA, Communists refuse to move Kaesong talks: According to'a 3
October release in Tokyo, the Communist leaders refuse to accept General
Ridgway's Proposal to move the cease~fire talks to a pew location near

of Compunist violations since the "accidental incident of 4 Augustt

(when a Communist company marched through the city)., The Cormuni st leaders’
again offer to resume negotiations at Kaesong "inmediately” with the con~
tinued proviso that the first order of business will be the setting up

of Yappropriate machinery” to ensure the neutralization of the Kaesong

zone, _1

. Gémment; While possibly of no significance, it should be noted that
the Communists have not included a discussion "of previous incidentst"

in the first order of business of a resumed conference,

South Korean Press sees more aggressive future UN policy: Most
influential South Koreap newspapers, as well as the ROK Government's
Office of Pyblic Informtion, have chosen to interpret General Bradley's
visit to Japan and Korea as presaging "a more positive course” in the '
prosecution of the war, It is widely intimated that such a "course"
would include breaking off the "endless and fruitless cease-fire tallcg”

and concluding the war by military measures, i

o Commﬂnt: Such interpretations are in line with recognized ROK
antipathy to 8ny cease-fire agreement which fails to unify Korea under

ROK Government to set up special legal défart,ment. to deal with ROK
mllitary offenses against the civilian population: The ROK Minister of
Defense announced the formation of a specisl office in the Ministry of

Justice to deal with complaints "against army misdeeds." Explaining that
this step was taken to "eradicate unlawful misdeeds committed,..against
civilians,” the Minister urged the people to make full use of this new
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facility. The Us Army Attache comments that this is ng timely measure

if the army is to gain the respect and confidence of the Karean pecple, n
25X1 | ]

15,

Comment: Like most Oriental armies, the forces of the ROK have
unnecessarily requisitioned housing and materials and haye mdstreated
c¢ivilians. The frequent scandals in whiech the military have been involved -
(the Kochang massacre ang the Natjonal Defense Corps mdsappropriationg)
have given the military a bad name in South Korea, Insofar as these
reflect on the Rhee regime, the army has been forced to undertake a strep-
uous campaign to clean Up corruption and evil practices in the military,

JAPAN. Timetable for ratification of peace treaty: The Department of -
State has advised the US Political Adviser in Tokyo that Ceylon, France,
Fakistan and the UK will ratify the Japanese Fegce Treaty before the end

‘Australia and New Zealand after the US gpg Japan; and the Philippines in

February 1952, Indonesiats ratification is uncertain due to loeal factors,
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; SECTION 3 (WESTERN)

an, Fred Oelssner, on 29 September,
It & speech to the Berlin Socialist Unity Party, Oelssner stateq that the
"urge for national unity wilj break‘through like elemental force, led

elections impossible, He was careful, however, not to close t e door on
negotiations Completely, remarking that it ig amply clear that far-peaching o
concessions will have to be made on both sides jif agreement is to be obtained,n

: Comment: Mogt Western observers agree that East Germany will meke
certaln additional Small concessions to the Western viewpoint in ap effort
to embarrass Bonn, but apparently will not accept such J'.mportant. conditions.
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ITALY. Italians end opposition to Buropean Defense Forces: The highlight
of the most recenE'seasEon of the Buropean Defense Forces conference was a

" report by the Italian delegate to the effect that the Italian Govermment

was prepared to accept the interim report as a basis of discussion on most

questions, and to drop a number of its previous reservations,

On the provisions for financing the European Defense Foréés,‘which they

" have geriously opposed, the Italians are now willing to join with other

powars in the transfer of some control over military budgets to the European
Assembly. I ,

Cbmment: As previously believed,'Italian opposition to Eufopean Dsfense
Forces plans was intended to strengthen De Gasperi's bargaining position
at Ottawa and Washington. Premier De Gasperl's Christian Democrats will

- probably be able to win Italian Parliamentanyvapproval for financing European

defense plans,
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makes. reprisals against Satellite diplomats in Romes The Ttalian
Nigtry has announce retallation for the res rictions on

Italian diplomats in Satellite countries, Bulgarian, Rumanian, and Hungarian

diplomats and members of their official families can circulate freely only

in a zone of approximately sixty miles radius around Rome, The Hungarians

and Rumanians will not be allowed to g0 outside the "free gope' around Rome

unless they first obtain speclal permission, The Bulgarians will be required

merely to notify the Italians of their intention to travel outside the

permitted area, while their Minister will not be under any restrictions
whatsoever, ! ,

. Comment: Diplomatic relations between Italy and the Satellites have

:Been'sfrained for some time, Retaliatory action against them for treatment
‘accorded Italian diplomats and nationals has been under study,'and has '

above., The Ttalians are disturbed by these developments, for they do not

wish to jeopardize the flow of raw materials which ‘they receive from the
Soviet bloc, :
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Postgonemeht of fall local electipns confimed: Persistent rumors
that the sou tallan Tocal elections origin scneduled for this fall
would probably be postponed until spring have been confirmed by a high
offieial in Premier De Gasperi's Christian Democratic Party, The reason
given is that the elections would conflict with the November census; but
it is likely that the govermment is reluctant to face another test at the

~Polls until there has been time available for the implementation of reforms,

Comment ; A member of the democratic Socialist Party had reporﬁedly
. predicted Three months ago that the government, as a result of its poor

elections, would not hold a fall series of local elections in south Ita
and-that 1t might yse the census as an excuse for postponement ﬁ 25X1

It would be particularly embarrassing to Lhe

9 'ARGENTINAq New attempt to cre

organization: TFour de egates onfederation of

Labor (C and a delegation form the Uruguayan CGT are en route to Asuncion
to hold a joint meeting with representatives of the Paraguayan CGT, oOme
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item on the agenda will be the ereation of an anti-Communist, anti-
imperialist continental labor organization. L

Comment: Since March 1951 Argentine has been discussing with certain
Mexican labor leaders the formation of a third inter-American labor
organization to rival the Communist-dominated Confederation of Latin American
Workers and the Inter-American regional organization of the ICFTU, which
both countries have denounced as being dominated by "Yankee imperialists.t

While Argentine has not yet been successful in esteblishing a "third
position" hemisphere labor organization, its propaganda and efforts in this
direction are prejudicial to the development of a strong anti-Communist
hemisphere labor organiszation and adverse to the US interest in encouraging
Letin American peoples to identify their interests completely with those of
the West. _
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SECTION 2 (EASTERY)

2, %&Eéﬂ. Foreign 0ffice pe uest
‘3‘11@5&%: The Japanese Fos ; 22 approval for vigit of Ja
of ity officials tq vigit Telgn Office hag Tequested ol ese_officials
& . 81V Okinawa and amg 1-Oshina 4q di earance for three
roLLu i ) d officinlg cooon ;ﬁg Tea:}j;ng
0 the U3
The Foreign ofr
ice wishe
Diet session eo S the delegatjon to co
Mplete its ¢, reaty
25X1 Office request 288 on 10 October, g stron S trip before the
.. . Tongly supports the Fo
reign
L_: Jne ir :
’ not the ma
" of the Japanese Govérnment'é
ify

. S have been ca
the Foreign 0pfieg agi;:i%;i;syorr: theddeaire to Teturn to Japane
ave.desizned the trlp 1 8€ sovereignt
b to demongtrate tq | ¥
0 the .

25X1 thereby
reducirg pi.
18 Diet opposition to ratification of the treat: and Japan,
o311 y-

SECTION 3 (WESTERN)
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4e AUSTRIA. Arrests in Czech spy case embarrags US informa"ci'bh progream: S

Legation officials, concerned about the possible loss of US prestige, believe
that public announcement of the reasons for the recent arrest of the Linsz
director of the US-sponsored Red-White-Red Radio Network has quieted wide-
spread speculation that the director was suspected of maladministration. TUS
Army officials in Austria released a statement on 3 October that Director
Relschek was taken into custody, together with his wife and family, for inter-
rogation, in connection with the arrest of his sister-in-law as a member of =a
Czech espionage group, The latter had been a frequent visitor at the directorts
home and admitted that the mail box at hig residence was utilized in the Spy=-
ring's activities, No connection between Director Relschek and the espionage
g-'roupc,1 haever, has been established, and he and his fs 1y have now been re-
leased, .

25X1

Comment: US information in Austria suffered considerable embarrassment
recently when the director of Radio Salzburg was dismissed after belng charged
with defending at a convention in Germany the continuing validity of the
goldier's oath to Hitler. The episode was widely discussed in the Austrian
press,which took vigorous exception to the views expressed by the Salzburg
official, :
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