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OFFICE OF CURRENT INTELLIGENCE
DATLY DIGEST OF SIGNIFICANT TRAFFIC

WAR % 5 430
Date:

This summary of significant reports has been
prepared for the internal use of the Office
of Current Intelligence. It does not repre-
sent s complete coverage of all current
traffic in CIA or in the Office of Current
Intelligence. .

Comment represents the preliminary views of
the responslble analysts and not necessarily
the final view of the Cffice of Current.
Intelligence. :

Marginal letter indicetions arve deflned es

follows: '

"A" . items indicating Soviet-Communist
Intentione or capebilities

"B" - importent reglonal developments
not necessarily related to Soviet/
Communist intentions or capsbilities

"¢" - other information indicetlng trends
gpd potentiel developments
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DEPUTY YOREIGN MINISTERS' QONFERENCE

Prench Popular Reaction. ¥Freach public reaction to the Deputy Foreign
Minieters! Conference has been onse of comparative apathy. Socialiet
leaders have shown privately a etrong hope that a Foreign Minlstera’
Mesting will be held, permitting modification of the Brumsels decisione
on German rearmament. Nearly all press commente reflect harmony among
the Western Powers. with the Communiet preee referring to US dictation

to France and the UK. If, however, pressnt talke fall - without a break
in tripartite harmony - fear would become en important factor in public
opinion. Although there is not now any widespread fezr of imminent war,
immediately after a brealt-up of the Deputies' meeting or of the Forelgn
Ministers' mesting another wave of near-hysteria such as occurred in

June and December 1950, would probably break out. (C Purie 5578, 21 Mar
51: U Paris 5609, 21 Mar 51). COMMENT: TFailure of present Big Four
offorts to relieve Hast-West temsion would not reeult in sufficlent popu-
1ar reaction to force &ny important modification of French Government
policiee supporting Western rearmument.

SECTION ) {(BOVIET)

USSR. Soviet Anti-Epidemic Unit Arrivee in Korea. Fyongyang radic
announced that £ ten-man Soviet anti-epidemic unit arrived in Sinulju
on 20 March snd received an fenthusiastic welcome!. (R FBID, 22 Mar 51).
COMMENT: Chineee Communist and North Korean troope oppoeing UN forcee
in Korea are town to have suffered from typhus and other diseaces.

PRAVDA; Mao Presently in Peiping. On 21 March Pravda reported
that Mao Tse-tung ie now in Peiping. In thls connection, Pravds also
cited & TASS diepatch from Bhanghal which claimed that a Tibetan lama
had visited Maoc on that day to convey the loyalty of the Tibetans.

(U NY Her. Trib. 22 Mar 51). COMMENT: Pravda does not normally eingle
out for mentlon the routine activity of a foreign governmental official
in his own capital. If true, thie report would ideatify Mao'e presence
11 Pelping but may be an effort to eplke rumors that Mao 1e being held

prieoner in Moecow, 25X1C

EASTERN LUROPE. ANIA. Another Bumor of Bomb Inecident.

cording to rumors concerning the Taitempisd & f a

the Soviet Legati irang” 18 Soviets loet their lives in the ruin
- of the building.
euch an operation could have been engineered only by diesident Communists

a8 the Soviet Legation was prodably the most cloasly guarded area 1n
Tirana, and the persons responsidle could only be among thoee thoroughly
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trusted by the Soviets. He feels that the rumors of & possible antl-
Cominform movement in Albanis favorable to a rapprochement with Tito lend
supnort to this theory. (B-6). COMMINT:
The above rumor should be treatsd with reserve until it 1s confirmed, al-
though it is prodably another version of the original factual bombing at
the Soviet Legation on 19 Feb. '

FINLAND. Lack of Goncern Over Cabinet Crisig. The US Minlster in Helsinlki
reports that the Social Democratic Minieters. in the Finnish coalition
Cabinet hsve presented their reeignations. Howsver, there has been no
indicailon of thelr acceptance and comments sbout the situation indicate

& lack of gerious concern. The Minleter's informants belleve that &
solution to the problem may he found during the course of the Faster holi-
dey. (5 Helsinki 499, 21 Mar 51). COMMEAT: fThe Minister's rsport disproves
s report 21 March that the entire fabinet had resigned. (See 0/CI Daily
Digests of 21 and 22 Mar 51),

HUNGARY. Soviet Air Activity Increasing. BReliamble reports from Budapest
state tlat Xunmadaras airfield (in Eastern Fungary) is to be turned over
to the USSR. York begun in 1949 to expand the field to include an B 200
foot concrete runway is reportedly belng rushed to completion. Increased
alr activity over Budspest inecluding jlet aireraft has been observed re~
cently. (S AA Budapest 2684, 16 Mar 51).

POLAXD, CZECHOSLOVAKIA,  EAST GHAMANY, st Germany Returns Bailway Cars

COMMENT; Fumerous reports since mld-Decemher
usually large eastward movement of empty freight care from the Soviel Zone

" of Germany. The movement appears toc be continuing, although at a romevwhat

reduced rate. Since late January 51 an estimated 3,000-3,500 such cars
have departed empty from the Soviet Zone. is the
first indication that primarily forelgn cars held in the Soviet Zone of
Germany were involved.

Peasent Party Devuties on Trial. Public prosecutions are reported to
be proceeding against five former United Peasant Party (ZSL) memhers of
the Polish Sejm, according to Sejm Speaker Wladyslaw Kowalski. The nature
of the chargss have not been dirclosed, but are believed to have been
brought on because the five are uunsympathetic toward the official policy
of ligquidating kulaks. (U NYT, 23 Mar 51). COMMENT: ZLast fall it was
reported that fourteen members of the Sejm, all former memhers of the
non=-Communiet Polieh Peasant Party were arrested, but released after
agreeing to resign from the Sejm. In December 1950, at a meeting of the
Supreme Council of the ZSL, it was revealed that an extensive purge of
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members hed been completed. Thise revelation was followed in January
and February 1951 by triale of wvarious individusls allegedly working
egainst the agricultural collectivigzation program, These events and
the current trial of the former 2SL SeJm Deputies sugrest that threre
has been little ldeological success sb far in convineing the peasant
population of the benefits to be derived from collectivization, and
poeslbly that the Communiet Party is preparing for a new egricultural
collectivigation drive.

YUGOSLAVIA. Amelioration of Human Righte. Commenting on the Tugoslav
Government's attitude toward human righte, Embassy Belgrade notes that,
while the regime continues to impose limitatione, there is distinct
progress discernible in certain fields, specificelly religion, judicial
practices, and police methods., Hvidences of this progress are: (1) the
appearance of new shrines and crucifixes in the Catholic areas of
Vojvodina aresa in the past few weeks; (2) the free and unrehearsed de-
bate in the recent session of the Yugoslav Parliament; (3} Yugoslav
roquests for uece ln university libraries of American novele and cultural
booke depicting American 1ife; (4) a recent Borhz editorial sharply
eriticizing local peoples' committees for arhlirary abuse of citizens!
righte, The editorial specifically pointed to the recently enacted

Penal Code which provides for the punliehlment of officials who deny citi-
zone the right to appeal, to make objections, or to file requests.

Since local bureaucrats are among the chief violators of the Yugoslav
peoples! righte, the Embassy feels that the curbing of these officials .
will facilitate an improvement in human rights. (C Belgrade 1333, 21 Mar
51). COMMENT: While some gestures have been made to improve human righte,
the Yugoslav regime still retains ite basic totalitarians approach
toward thls problem.
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SECTION 2 (EASTERN)

"c" GREECE. Prime Minister Venizelos Congiders Politicel Marcer, Prime Minister
Venizelos informed US Ambassador Peurifoy thet he is axploring the possibility
of merging his Liberal Party with the Nztionel Progressive Union (EPEK) of
Plastiras, and forming a new government besed on this unien. Venizelos hopes
to affect the Liberal-EFEK fusion on the basis of Plastiras as Prime Minister
end himself as Cheirman of a United Perty and Minister of Foreign Affairs.
According to this plan general elections would be held in Auguat. (C Athens
3098, 21 Mar 51). COMMENT: Fusion of Venizeles' Iiberals with Plastiras'

EPEK would be & healthy development in Gresk politics becauss it would reduce
the multiplicity of political parties and st the same time provide a relatively
strong central party. Plastiras, however, ie apparently confident of his
strength without outside support. Furthermore he would bhé most unwilling to
agree to an arrangement which would deprive him of all pelitical power, prior
to the runicipal elsctions. Further development of the plan depends undoubtedly
upon the outcome of the municipal elections, scheduled for 15 April, which are
expected to clarify the relative position oi the variecus political perties.

nC"  TURKEY. Turks Switeh Marshz}l Plan Ministry. The US Consul General in
Istanbul reports that the Turklish Foreign Minister has officielly notified
him of a Cabinet decision to trensfer Marchall Plan coordinstion functions
from the Ministry of State to the Ministry of Foreign Affairs. The Foreign
Minister ateted that the Turkish Govarnment was not setisfied with the func-
tioning of the Ministry of State, and further observed that the question of
Turkish Marshall Plan edministration was strictly sn internal matter on
which ZCA should not be expected to be consulted in advance. (U Istanbul
362, 19 Mar 51). COMMENT: The trenafer of authority probably represents
a roliticel maneuver aimed at strengthening the power of the top leaders
of the Democratic Party, one of whom is the Fereign Miniater. The US
Mission has consideresd the previous arrangement satisfactory. It may be
anticipated that the Foreign Ministry will reslize eventually thet it has
teken on more than it can carry.

~ PB" EGYPT. Increased Governmental Concern over Iranien Developments Accarding
to US Ambassador Caffery in Cairo, there is an increasing concern in top
circles in 2nd out of thcﬂgévsrnmant over develcopments in lran. -£8mm-0CT
Laily-Bigest;20-Mer-51) . ~Caffery reports that, while government officiall
are inclined to blame the British oil company fiiﬂﬂi they and opposition
leaders are genuinely slarmed a} phe poseibility of &, resmergenve of the-
asszasinction-type of politics P& the Moslen Brotherhood +Eiden ) ené—*h&t \
Lhis; with the help of the Commi iats 1&&1 be rected against themsslves.
anfery adds that the Egyptiesn political leaderv are at a loss to know how
to deal with this situetion. (S Cairo 968, 22 Mar 51). COMMENT: While
recent events in Iran will hapdly lead to puhlic violence in igypt, the
-growing activities of the Moslem Brotherheod during the past yeser and bhe
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tkhwants, increased dissatisfaction with the government--as well ms its long-
term entipathy toward foreign influence in Egypt--furnish an adequate basis.
for ths concern thst the Brotherhood might use this opportunity to start its
terrorist activities in Egypt agein. .

"B" ISRAEL-SYRIA. Tense I3sraeli-Syrian Border Dispute. Relations between Iarael
and Syria became severely strained during the past week g5 a 'result of Israel's
recently initiated Lake Huleh drainrge project in the damiliterized Syrian-
Isrsell border zone. Tarael has so far ignored an order of the Mixed Armistice
Commission (MAC) to cease work and n-gotiete & settlement of the dispute with
Syria. The Syrian Government inuists that a work stuppege is the quid pro quo
for a negotiated settlement ~nd has threstenad srmy intervention unless Israel
complies. 4 flare-up reportedly occurred on 15 March when Arabs on the Syrian
sids of the Yorden River opsned fire on Israelis who had crossed the river
with a tractor. (S Jerusalem 169, 15 Mar 51; S Tel Aviw 578, 22 Mer 51).

COMMENT: The present border dispute between Syria end Israsl is potentially
more dengerous than ths frequent Jordan-Isreel horder clashes where leaders
in both countries ars genulnely interested in keeping friction et & minimmum.
Syria haz thus far shown ccnsidersble restreint, but the unstable political
situetion in Syria crupled with the Army's politicel dominsnce suggest that
if sufficiently aggravated, the Syrian authorities would have difficulty in
checking precipitate militery sction. Tsrael mey wish to achieve a fait
accompli in regard to this particuler project, btut would compromise if the
aituation beceme sufficiently serious to thresten hostilities.

- "C" INDOCHINA. Beo Dai Resigns Himself to French Domination. 1In an interview
with Minieter Heath, Bao Dail called General Da‘Pattre,g”g23iess ry evil®;

§oe —be ho solution of

French-Vietnemese problems, under- De-Lattre!s- authority. The Emperor be-

-

lieves thet it would be useless to press for Vietnamese control over their i .,

un zrmed forces or-toe--pretest French.incursions.on Vietusmese sovereignty
at this time, and that De Lattre's ccrcertion of <we={Bno Dai's@ role is
thet of e "protectorsilp severeisn™ on the order of the Sultan of Morocco.
Heo Dal indiceted his belief that tentative arrangements for the defection
of as many as 15,000 Vist Minh troops in & body will probably fail dds, th
the 1ifklihood thet De Lattre will insist that they surrender directly to
French authorities rather than to Bso Dai, a condition unacceptable to the
potentisl defectors. The Emperor states that he must therefore "effacs : 1
himself® and make no "compromising" public eppearances at this time.j”ﬁcath
comments that, while Bso Dai is prohably right in believing that he cannot
successfully resist the tendency of De Lattre's advisors to meintain Vietnam
as a closed preserva of the French,aadmthstucharges-of-French~ineptituda-gnd‘
sxcaasiveeontrol; the Emperor's declsion to withdraw to his hill-station
headquarters at Dalat is "too easily arrived ad&? Q?’Saigon‘fﬁ??; 20 Mar 51).
us Py Srop €
nGH French Touchy re Pro-US Feeling. Friction has developed between
French end Vietnamese authorities im Hanal. Tenkin Commender Linares pro-
teated to the Vietnamese that recent degignation of Vietmemese names for
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all the gtroets in Hanoi vwas 2nm M"unfriendly gesture", US Consul Hanoi is
worried how Generel De Lattre will take subsaquert Vietnsrmase plens to

name cne of the streets Pho My-Quoc (America Street). (R Hanoi. 21 Mar 51},
COMMENTt French sensitiveness toward US presence in Indechint and Vietnemese
efforts to nplay off the US againat the French have been recurrent themess in
the Indochina witusation,

Eosgible Viet Minh Attack in South Vietnam, Beo Dai states that while
it senms fairly certein that tho mrin Viet ¥Minh military effort will be made

in Tonkir, there are seme indlicrtions shat a Viet Ninh attack involving
35=40,000 troops might be mede in the zouth in order to toke.advantere of the
Franch tzctlc of drewing all possible rssarves from this aree, Cochinchinm
Commander Chancon celd thet it weo guite possibls that attacks would be made
in the north and south simulteneou:iy, but he was econfidant of being ebhle to
vitheatend 1t despite insvitahle losscs, (8 Smigan 1672, 20 var 51).

NZB ZEALAND. Vetsrfront Strike Mey De Frolonged. labor Finistar Sullivan -
statad nn 20 Merch that the weterfront sirlke mipght continue for several
wecks, Sullivan werned ths Communisteinfluenced Weterside Workers Union
that "evearyone 1=z slek and Lired" of continusl disputes ond stoppages sn-
ginecred by Unicn laeders in their ¥wer upen the people® end challenge to
the Government. The Labor Minlstar then stitszd thet "the Govermment is
dotarmined to see & niw and efficient systsm oporeting on the waterfront,
tnd to obtain this no affert will be spared.™ He emphasized that the
Govarnment would not recognize ths rresent Waterszide Vorkers Union or its
lendere. (R FBIS, 22 Nar 51). CCHERNT: Judging by this stetement, the
Govarnment is clesrly determined to bre:sk the Waterside Workers Union but
is awere that this tesk may reculre time., A nevw waterside union at a small
port on the North Island has already been recognized. The Government will
encourage this trend.

CHINA, Taingteo Becoming Busy Alr end Nevel Base. According to a Hong Kong
press repnort, recent arrivals from North Chire zllege thet (1) Taingtao is
becoming a busy air and neaval base with jet eircra’t in flights over ths city
and Chinese Communist navel creft engeged in constant peatrols in the harbor,
(2) Russian ships are obssrved in the hirbor, {3) fresquent air raid drilla
are held, end (4) Panamonian vessels ars delivering ammunition from Zurope
es well mpg rubber, steel plates, nnd rails. (U Hong Kons StaShip, 2200307
M:r 51), GOMMENT:

Teingteo is being utilived ee the principel treining center of the Chinese
Communist navy. The area was restricted "for military purposes® last
November.- Other scurces confirm the precence of Russien £nd Penemenian
shipping in the herbor, as well as ths holding of sir raid drills, although
apparently ths drills consist meinly of scunding ths sirens while the

reople contlnue about their business.

New Chirese Ambessador to Moscow. Feiping redio announces that

CANG Wen t'ien has bsen zppointed es Communist Chine's nsw Ambassador to
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the USSH, succeading WANG Chis~hsimng, who has served since October 1949

snd hes been recalled to become Vice Foreign Minister. (UP London, 71 Mar 51).
COMMENT: Nothing will be changed except the name of the Ambassador. CHANG,
like WANG, is a longtime CCP leeder, a member of its Folitburo, a protege of
the Comintern end treained in the USSR, temporarily eclipsed in the early

19408 but re-emerging to prominence in 1949. ' )

KOREA. Soviet Medical Unit Arrives in Korsa. Radio Pyongyang has announced

the arrival of a Soviet anti-epidemle medical unit in Sinuiju en 20 March.

The unit ia to assist at variouz ylaces bahind the hattlefront In those health
problems that heve arisen as & resul: o the "Wer for the liberetion of the
Fatherland". (R FBIS, 22 Mar 51). CCHMENT: While the NK radlo has previously
welcomed ths Chinece Communist Pvoluntserz" snd medical 'its from the

Europeon Satellites, this is the first occasion on which personnel assistance

from the USSR has been acknowledged. 25X1C

North Korean Dafensive Flans, m

North Korean Folics Chisfs in Pyongysng were Inlormed or oregn

colonel thrt Communist forces would fight » delaying action between the 39th
and 40th Parsllel. The colonel indicated s North Korean fesr of a UN am-

phihious opsration at Wonsan snd described enemy forces as being in position
to trap sny such landing force. m COMMENT : 25X1C
Current combzt intelligence from the US » Army 1ln Korea indicates that

the Communists intend.to defend the 38th Perallel. Supporting this view

is the recent identification of elements in the line north of Seoul of the
Chinese Communist Third Field Army, formerly in the Wonsan-Hemhung area.
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SECTION 3 (WESTERN)
25X1C _

"GW  GERMANY. HICOM Occupatioh-Defense Budget Frotestéd. In a statement

%o the press on lY March rederal Government Minister of Economics
Schaeffer strongly protested the HICOM occupation-defense budget for

the fiscal year 1951-52. Schaeffer!s objections, which are widely
supported throughout the Federal Republic, are based principally on

(lsJ the size of the amount involved, (2) the unilateral way in which

the Allies allegedly arrived at the figure, and (3) the purposes for
which the sums are to be expendeds GClaiming that while west Germans

are desirous of contributing to Western defense, Schaeffer asserts

that they will lose the incentive to make & contribution if the stability
‘of the social structure is-jeopardized by excessive taxation to meet

the Allied bill. (C Bonn 655, 21 Mar 51). COMMENT: The Allied request
for occupation-defense funds probably will be the subject of a full-"
dress Bundestag debate and, sincs a responsible official of the Federal
Government has joined in the protests, may encounter strong opposition,

"AY FRANCE. French Communists Seek Genaeral Strike to Block Rearmament.
According to a left wing French Christian Workers! Confederation
(CFTC) source, top leaders of the French Commmnist Party (PCF), and
‘the Communist-led General Labor Confederation (CGT) have plotted

~ultimate conversion of the mounting strike wave into a nation-wide

‘general strike for a cessation of arms production and the resignation
of the Queuille Government. According to CFIC leaders, the Commmists
have succeeded, contrary to the expectations of GCGT, CFTC, and Socialist-
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oriented Force Ouvriere (FO)} leaders, in approaching achievement of

a general political strike movement "dangerous" to this Government

and "comparable to the 1936 strike period". A hastily assembled Govern-
ment board decided yesterday that the cost of living has risen 12.5%
since last August, and a substantial wage increase for all employees
appears certain, (S Paris 5606, 21 Mar; NY Times, 23 Mar 51). COMMENT:
While the current strilke movement is generalIi’EE;sidered to be based
on legitimate economic grievances and has gained sufficient headway

to give the Communists their best opening in France since 1948, failure
of the FCF's over-all strategy can be expected as a result of firm
Government counter-measures amd espccielly a break-down in labor unity
of action. A substantial general wage increase would be an effective
blow to the FCF'!s plans, but would have serious repercussions on the
French economy and would greatly inerease the difficulties of the
middle-of-the-road coalition lecders in preparing for the national
elections,

DENMARK. Gompromise on Anti-inflation Legislatioh., The Conservative-
Hoderate Liberal Government and the Soclal Democrabic and Radical
Liberal parties, influenced by growing public discontent with par-
liamentary inaction and by the politicians' desire to present concrete
accomplishments in the Upper House election campaign, reached a compro-

‘mise regarding legislation designed to counteract inflationary pressures

in Denmark. The compromise bi1ls ¢all for an increase in (1) excise
taxes on alcohollc beverages, (2) rail and postal fares, and (3) prices
on footware and sugar; added import restrictions; compulsory savings;

a restriction of profits, and more rigorous price controls. The measures
will not have any major economic effect, but the compromtise increases
the prospects for the incumbent government lasting at least until the
fall of 1951. (C Copenhagen 789, 20 Mar 51). COMMENT: The delicately~
balanced distribution of parliamentary -seats has caused the parties to
avold any ‘commitments which might allow their opponents to gain a
propaganda advantage. The proposed measures will have little effect

on the increasing price of imports and on the inflationary pressure

of wage increases--the two greatest problems confronting the Danish
economy, !

UNITED KINGDOM, Attitude on Grossing 38th Parallel Softened. Minister
of State Younger stated. omnons on arc ats a decision
forcing the military commander in Korea to confarm to an imaginary
line might prejudice military resistance to aggression; (2) 2 general
advance into North Korea, on the other hand, would hold political as

well as military significance; and (3) any placing of definite limits

on the advance might better await indications from the Chinese that
they are willing to reach a settlement. (U NY Times, 23 Mar 51).
CCMMENT: This statement endorsing limited UN aavanceslbeyond the -
38%h parallel only slightly enlarges upon the UK Government's position
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83 indicated in recent months. The Government never stated that the
parallel should not be crossed, but did insist that the UK should be
congulted prior to such 2 crossing. The statement is intended as
reassurance to the British public that there is no intention of a
general advance toward the Manchurian border, which many in the UK
fear would prejudice chances for a settlement with China. The refer-
ence to the Chinese attitude reflects the gradual sbandonment of the
gomewhat feverish demands for negotiations with Peiping made on the
UN by Britain before the present counteroffensive.

"B" UNITED KINGDOM. Foreign Office Still Plahning Next Move in Tranish
01l Disputes Although reluctant to dincuss in specilic terms its
proposals under consideration, the UK Foreign Office has now concluded
that Iran must be offered more favorable terms than the Anglo-Iranian
0il Company's 50-50 profit sharing proposal. 7t has also accepted the
fact that nationalization has now become Iranien law and no longer
pleces any hope in a dissolution of the Majlis, (S london 5029,

21 Mar 51). COMMENT: Two important factors still missing -from the
plcture of BriTish Intentions are the company's attitude on bettering
its previous 50-50 offer and the amount of pressure the Foreign Office
is now willing to exert on the company to that end.

Hon L Iraq Petroleum Company Willing to Offer 50-50 Profit
- . Shering Arrangement. The manager-director of’ the Iraq Petroleum
. Company on his visit to Baghdad 1-10 April is prepared to discuss
the opening of negotiations for a 50-50 profit sharing agreement with
Irag. However, the UK Foreign Office feels that the Irag Petroleum
Company's negotlations may encounter complications because of the
necessity of seeking agreement from the Company's French and American
partners. (5 London 5029, 21 Mar 51). COMMENT: The outcome of any
agreement the Anglo-Iranian 0il Company may reach with Iran ¢ould
impede these negoti~tions by making Iraq insistent on terms more favor-
able than a 50-50 arrangement, . '

L o Parliamentary Criticism Complicates Anglo-Egyptish

. Relations. The Cabinel Is reviewlng British proposals on Anglo-
Egyptian defense in the light of the nounting Parliamentary opposition
to the Covernment's "concessions" to Egypt that was revealed in the
recent debates on.the Anglo~®gyptian financlal agreement. Parlia-
mentary criticism also hit at Egypt's continuing bean on Suez Canal
traffic bound for Israel. (S London 50L3, 21 Mar 51). COMMENT: The
Anglo-Egyptian defense talks adjourned before Christmas To awalt the
crystallization of a British military survey of defense problems in
the Middle East into proposals that could be presented to the Bgyptian
Government. The absence of inflammatory statements by either side
and the indication that some UK concessions might be made to the Egyptian
demands for British evacuation of the Suez Canal Zone put a gloss of
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optimism on Anglo-Egyptian relations, which ars now to be tested.
The furor caused by the announcement of the terms of the financial
egreement nust have surprised the Government because the terms are
very similar to those of past agreements. The Fgyptisn restrictions
on Suez Canal traffic have become accepted by the Government as ona
of the facts of life in.the Middle East to which its policy must be
adjusted. With new arrangements for a British Suez base necessary
before the expiration of the Anglo-Egyptian treaty in 1956, both the
militery and the Foreign Office planners now realize that some conces-
sions to Egyptian sensibilities must be made, ,The immediate danger
lies in the possibility that any criticism of Egypt in Parliamsnt
may so enrage Egyptian public opinion that the Egyptian Government
will be unable to sgree to any proposals short of complete British
evacuation,

LATIN AMFRICA. Chile and Verszuela Renéw Relatlens. Chile and Venezuela
renewed diplomatic relatlons. on ZI Warch, es a result of Peruvian good
offices. A formal agreement has heen signed providing for the naming -
of diplomatic representatives within one months (U Lima L88, 22 Mar 51).
COMMENT: Chile did not recognize the Junta installed i.mmedia.t.ely-
ToIlowing the Venezuelan revolutionary coup in November 19,8 because

of a dispute concerning safe-conduct for Venezuela's ex-president
Betancourt. Uruguay is now the only government not recognizing the
Venezuelan Junta,
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: . OFFICE OF CURRENT INTELLIGENCE
DAILY SOMMARY OF SIGNIFICANT S/S CABLE TRAFFIC
‘ ’L _

23 March 1951

SECTION 1 (SOVIET)

YUGOSLAVIA. Yugoslav Minister to Greece Views on Possibility of Ware
In a recent conversatlon with US Ambassador Feurifoy 1n Athens
Yugoslav Minister to (reece Yovanovich stressed hig government's
conviction that Yugoslavia would not remain neutral in any Buropean
war. He asserted that the Yugoslav Government would view a Soviet
attack on Austria, Germany, or Greece as inevitably involving
Yugoslavia 'and that Yugoslavs would fight to the bitter end in de-
fense of their independence. TYovanovich stated that he was of two

. minds with respect to an immediate outbresk of war. He felt that

the USSR would be deterred by Satellite unrest and discontent but,

on the other hand, the USSR could hardly afford to postpone an attack

against the West since time was on the side of the latter with regard

to rearmament. (S S/S Athens 3121, 22 Mar 51). CQMMENT: In February

Tito made two important statements regarding Yugoslav nentrality. In a 25X6
public speech to the Guards Division in Belgrade, Tito declared that the

Party had determined its course in case of aggression ere in Euro

since a localized European war w. ' Nk

Tito asserted
pa is force in opposing aggression any-
to the same extent as other UN nations. Ambassador Allen
has stated, however, that he is not yet prepared to exmress full confi-
dence that Tito will not attempt to remain neutral in case of war in Europes

2 Wou

SECTION 2 (EASTERN)

: - ‘ : 25X6
PAKISTAN. Bunche as UN Representative to Kagshmir. Sir Zafrullah Khan

gtani to the UN, when ormed

that the US considered Ralph Bunche to be the most suit~
able availsble candidate for UN representative to Kashmir, stated that his
government would be most distressed if Bunche were named as candidate and
that he himself would be prepared to "implore Secretary of State on bended
knee" not to propose Bunche. He further stated that, although he Himself
had no doubt as to Bunche!ls objectivity in the Palestine settlement, this
view was not generally shared in stane (C S/S New York 131k, 21 Mar 51).
COMENT: The reaction of Pakistan prings in part from the feeling of
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Paldistani officials that Punche was not objectlve in the Palestine case tmt
also from the fact that Facistan 1s sensitive to reactions from the Moslem
vorld, in which it desires to ocoupy a prominent position.

SECTION 3 (WESTERN)

BRA2IL. Argentina's Attitude Makes Hemisphere Defense Plan Unacceptabls to
PBrazil. BrazIlTs Fereign Minlster Neves informed our Ambassador that Foreign
Hnister Paz of Argentina sald that Argentina would not contribute ™one
soldier, one ship, cme airplane, or ary material aid" to a proposed Inter-
American Defense Flan except within the limits of Argentine territory or
territorial waters. Neves added that, in view of this, Brazil cannot accept
the plan as drawn up for the Atlantic patrol since the burden would apparent-—
Iy fall on Brazil. He also sald that the Urugusyan Ambassador to Brazll, on

dnstructions from his Goverrment, informed Neves that Uruguay would not

accept any defense plan which places Urnguey within the orbit of Argentine
military responsibility. (S 8/S Rio 1207 20 Mar 51). COMMENT: It is true
that Argentina is not inclined to send any of its armed Torces outside of

" ita own territory. Even this, however, would permit some Argentine patrol

of sea lanes in the Scuth Atlantic, althcugh not so far from the Argentine
coast as would be desired. If Neves is sincere in his statements, the
fajlure of Brazil--and possibly Urugusy—to go along with the defense plans
as now constituted, would be an added deterrent to a speedy and successful
canclusion of the Forelgn Ministers! Meeting in which these plans will be
discusseds On the other hand, it is possible Neves is using this statement
as a lever to galn more ships from the US. '
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