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SECTION 1 (soya?)

"A" USSR. Comment on Gromykots Clarification of .the Malikproposal. Gromykols
remarks indicate a Soviet desire to disassociate the USSR froM the actual
negotiations or the terms-put'forward Pot a Korean settlement. Partici-
pation of the North Korean COmmand.will enable the USSR tO advance ite
teris concerning Korea proper, which princinally would involve the resto-
ration of the division at the 38th Parallel. The question of assurances
against the resumption of hostilitiesj wbich Gromyko stated would be the
subject of diecuseion between commands in formulating terms of the mil-
itary armistice, probably cannot be clarified until field discussions
begin. Inclusion of 4 "representative of the Chinese volunteer Units"
would enable the Chinese:People,a Republic to put forward their previously
unacceptable demands concerning Formosa and the UN. But unless the USSR -

wishes to use these demands as a pretext for breaking off the post-
armistice negotiations after a,respite for Communist forces, it is con-
ceivable that the only firm demands advanced by the Chinese Communists
will concern guarantees against a renewal of .flaggression" by the US and
allied forces'that would endanger the security of the Manchurian border,

"A" Yn oslav UN Dile ate Views.Malikee Proposal as Indication of
SoNiet -Readiness for Korean Settlements In a 27 June conversation with
the US delegation, Yugoslav UN Delegate Bebler expressed the-view that
Soviet readiness for settlement in Korea was indicated by the fact that
the Malik proposal had been made at all, and by subsequent Soviet press
treatment accorded the proposal. Bebler warned, however, that any Korean
settlement would only be a move to relieve the Kremlin from an awkward
position in Korea and to free the USSR Rau further operations against the
West in an area such as Iran'or Indochina. Bebler did not think Yugoslavia
had been chosen as the next target of Soviet aggression. (S NY 1730,
27 June 51), COMMENTs As reported bY the authoritative Yugoslav newspaper
Borba, the Foreign Ministry suggeste the poasibility that Maliles offer
is a "peace" propaganda maneuver intended to justify further Soviet
participation in the Korean conflict. The Foreign Ministry considers,
however, that if the proposal is,based on a sincere desire to stop the
Rbrean war, it affords proof of the failure of the entire policy sup-
ported and organized by the'Soviet Government during.the' past year.

"A" EASTERKBUROPE.-CZECHOSLOVAKIA. US Jet'Planes to be-Released. In a 28 June
note to the United States the 'Czechoslovak

Government stated that the'
investigation of the violation of CiedhosloVak territoryby two US mil-itary jet planes had been completed and that ori the basis of the findings
the'Czechoslovak GoveiliblaarhaW-decided to release the pianerand pilots,
.The planes and the PS pilot involved will be returned to the US Zone of
Germany, while the Norwegian pilot will, at his own request, be sent back
to Norway. The note added that.the Ciechoslovak authorities win present
the.Etbassy with A bill for hangaring and transportation of the planes and
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other expenses. As a result of the above action, US Embassy in Prague
has recommended

that CzechosloVak
overflights Of Germany be permitted on

an mi hoc basis until the pilots have actually been returned, at which
time a decision

on the formal
renevial of the overflight

permit should be
made. (S Praha 865 and 866, 28 June 51).
FINLAND, Crop

Forecast and Food Prospects Meer. The first official Finnish
crop forecast for 1951

predicts the
following yields for fall sown cropel

wheat 80% of normal, rye 77%, oilseed
86%, and hay 66%. The growth of

spring sown grains and
rootcrops had been alarminglY

retarded due to cold
and drought,

while 92%-of the pastures are inferior.
Moderate rainfall and

warmth during
mid-June has improved crop prospects, but cannot save the

situation completely. Unofficial but
authoritative sources estimate that

future favorable
weather might improve the spring grain and potato crops,

but their maturing is unlikely before
possible early frosts in August.

.US Legation
Helsinki points out that as a result of the current crop

situation (1) next %inter's
grain import needs will evidently be heavier

than usual, (2) new crop fodder
prospects are poor, (3)

scant pasturage
has lowered

milk proddction
below that of last year, and WO butter pro-

duction has been reduced,
with visible

stocks adeqUate for four days:
(P Helsinki 655, 27 June 51), COMMENT2 Finland is

approximately 90%
self-sufficient in food

requirements in a normal
crop year.

HUNGARY. Communista Reap Benefits of Grosz Trial.
Immediately following

the sentencing
of Archbishop Grosz and his

co-defendants to terms ranging
from 8 years, imprisonment to the death

penalty, the official Hungarian
News Agency

published a letter written
by Bishop

Endre Hamvas to Premier
Istvan Dobi

promising "to cooperate peacefully and loyally in the future
and make good the errors that I committed against the

government." During
the Grosz trial several

defendants had
testified that Bishop Hamvas and

other church leaders had known of the conspiracy. (C NIT, 29 June 51).
COM4ENT2 Heretofore Bishop Hamvas

together with
Archbishop Grosz, had

been a strong
opponent of the

Communistcregime. If, as the
reported letter

indicates,..the government has been able to bring Bishop Hamvas to terms,
it has succeeded in breaking the spirit of the Bench of Bishops (the
governing body of the Hungarian Catholic Churoh). By removing

Archbishop
Grosz, the regime has also succeeded in deetroying the unity and strength

of the Bench of Bishops which will nos/ be under the leadership of the
relatively pliant Bishop Gyula Czapik.

"C" POLAND. Favorable Crop Prospects
Indicated. Based upon staff

observations
during trips

throughout the Polish
countryside, US Embassy Warsaw reports

that prospects for crops seem
promising. livestock in pastures appeared to

be in good
condition and more numerous than a year ago. There

was also. an
apparent increase in the mzount of agricultural machinery being used in
the fields. (R Warsaw D647 28 May 51). C0MMENT2 While these observations
were made in May, early

june'.reports have also
indicated ihat the weather

had continued
eatisfactory for agriculture.
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"A" YUGOSLAVIA. Yugoslav Government Believed Incapable of Overthrowing Hoxha
Gra Overmerrt. In an informal meeting with a US Embassy official in the Kosmet
region, Rejep Beca, the president of the Yugoslav-sponsored Albanian Ibligre
Society expressed his belief that Yugoslavia is too weak and poor to pro-
vide revolutionary assistance for the overthrow of the flexha regime. Beca
claimed that Yugoslav activity in Albania is currently confined to assit-
ing about 60 refugees monthly to cross the frontier. Beca expressed the
opinion that externally-inspired insurgent and propaganda efforts in Albania
have not secured a following, since the Albanian people do not want to trade
one foreign domination for another. He commented that the Albanian people
neet to know that the outside world is aware of Albania' s plight, a need
that could be met by fuller VOA discussion of the Albanian situation. The
Embassy comments that available evidence does not suggest that the Albanian
emigreo in Yugoslavia are presently being used to further Yugoslav political
influence in Albania. (S Belgrade 2000, 27 June 51). COMMENT: It has been
reported previously that the Yugoslav-sponsored Albanian Emigre Society
was active politically among Albanian refugees in Yugoslavia, and that
militarily-fit members were being trained for action in Albania.
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SECTION 2 (EASTERN)

"A" INDIA.. US Officiqx Refused InfOrmation on Transshi ments at Port of
Fai7i. the ASsistaht Collector of Customs, Bombay, has stated to a
US consular officer that senior officials of the cuetome officenasin
tain statistics on in-tranait shipments by sea Which pass through the
port of Bombay. (In-transit shipments are defined as those sent from
one foreign country to another on a through bill of lading, but trans-
shipped in Bombay port froth one veesel to another.) The statistics
are kept for the information of the customs office and of the Central
Board of Revenue. According to Indian Government directives, they
cannot be divulged by the customs office to US representatives with-
out a written order from higher authorities in New Delhi. Preliminary
attempts by the US Consulate to obtain siailar information from the
Bombay Port Trust have also been unsuccessful. (0 Bombay Desp. 1082,
25 May 51). COMMENTs Since such transshipments take place very fre-
quently in a pOrt'as large as Hombay,1

I 25X1
of contraband goods is made difficult oy tpe.man-cooperation of Indian
officials. It Will also belifficult to deterlins-the extent to:Which
Indian and foreign,shippertuuse the port of Bombay in forwarding stra-
tegic Materials to Communist'China.

-reported-on 22 June that,the.French militaryposition in.Tomkin had
deteriorated badly during the preceding month. It estimated that
Pranoo-Vietnamese, forces were "fully extended" and will be "hard pressed"
should Viet Minh Concentrations around the Aefense'periaater launch co-
'ordinated attacks. (S Singapore 2111, 28 June 51). COMMENTS The .French
'reportedly feel secure in Tonkin agminst any Viet Minh attacks unless
such are reinforced by large nUMbere-of Chinese Cotatmiet troops. US
observers have not indicated any significant weakening of French forces
seta result of Viet Minh operations over the last few weeks. French
tactics of rapidly transferring troops from point:to point to counteraueeessiet enemy assaults have so far been succeesful. Skould the Viet
Minh Coordinate several heavy offensives, however, the French might be
serioisly threatened..

93" CHINA. Communists Increase Cotton Imports, Two Panweaniat.vessels.ar-,
rived in.Whampoa. (Canton) recently fresh diacutta with cotton cargoes,
and two other merchant vessels are booked to load cotton at Karachi for'
Canton. (S'Otate Hong Kong 3942,-26 JUne 51'end C State Hong KOng 3864,
21 June 51). .COMMENT: The Chinese Communiets are importing'raw cotton
in. an attempt to alleviate the shortage which has temporarily eloped
down Chines textile industry. At the same time, Peiping propaganda
alleges success in the current program to increase collections from pri-
vate cotton holders in China. Owing, however, to a tight supnly both in-
side China and in the foreign markets available to Communist buyers, it
is doubtful if Chines textile mills will be able to resume full produc-
tion before October when the new crop is harvested.
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"C" KOREA. Indications of Iowering.COmmunist Military Morale. A series of

25X1Creports froml Inlay point to a lowering of CuMmunist' military morale in Korea. Traffic controls immediately south of Wonsan
are reported to be Strictly enforced by North Korean police because large
numbers of North Korean Army deserters and draft evadere are in the area.

25X1C I Iasi= that purges have.been instituted among "the
armed forces in Korea," presumably 4-reference tee Chinese troops. Fifty
medium-grade eadres were found tO be opposed to the war dr "lacking in
military enthusiasm" and were sent to the rear for trial. Another re-
port quotes.the Commander of the North Korean 1st Corps as stating that
22000 of his men were captured or deserted in the "sprint? Offenefte "

25X1A I

wiemENT: A further cauee of lOwered morale is revealed in recent POW
interrogations and Radio Pyongyang broadcasts which have indicated that
friction exists between Chinese Commmnist troops and the North Koreans.
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SECTION 3 (WESTERN)

"C" GERMANY. Interim Interzonal Trade Agreement May Releade Berlin E orts.
trlqiFesentatives in Berlin believe that the Soviet authorities tn that
citYmay'resume-approiiing Test Berlin exPort permits if-a newrinterzonal
trade aereemeiit;-di aa interiidarrangementlie-conelnded-the

Beat add
lest Germans without delay, and is confirmed by Allied aUthorities. TheBerlin trade representative of the Bonn Government reports that the Eaet
Germans appear favorably disposed toward a twe-monthso ertension of the--Tresent interim agreement, which wilLexpire on 2 July. Meanwhile, the
SOViets failed te-pasa any eipert permits bn laat Thursday, and the back-lbg ie now Over 7,000. Om' officials, comMent that:the Situatien indidates
-the Soviet 'determination to exert 'strong pressUre forstherapidbenclusion
Of avtrede agreement. (8 Beflia 1565, '26-June 51) 'COMMENT: Heinrich-RaU,
dheirman Of:the east German State planning commissiOne told an East Berlin
hewWpaper on 28 June that ifall interzOnal trade agreements, 'including
interim arrangements, are allowed to die but on 2 Julys, then ceMpleMentaryagreemerrta mIll also beeothe invalid, reSulting in the stoppage of the
delivery bf electric current andcoal to West Berlin.

,

!BM /TALY-IRAN: Angli>,Iranian Oil C.-eanyi...reves Sending Of-Italian Oltrts toiren. an oreign Ce as orme TT D411 T assyin'Itome thatthe local.representative ofthe Anglo-Iranian Oil-Comnany
(AIOC)-haS Contacted Offidiale'of the Italian Petroleum 'Organization (AGIP)
and...approved the sending of two Italian petroleum technicians to Tehran.These Italian experts, one an admihistrative dfficial and the.other onenf:Italy's best technical experts-were sentan response to a teeniest by
the Iranian Prime' Minister, The Italians, hen-ever, have refused to furnish
Iran with the number Of. Oil technicians itneeds, The'Irapian Prime Ministerhen also expreesed an,interest in the-Italian nationalized'oil induitry andits atlatiOni.mith fereign priVate'CoMpanies. US EMbassy Rome comments
that,AGIP relationships with:fOreign private companies are satisfactory,
that its monopoly for exploration and deVelopment is limited to certain- -
areas of the country, and that it participates jointly with foreign coMpenles
in operating,refineries, (S game 5965; 27 Junta 511 S Tehran 3376, 21 Jnhe 51)COMMENti Italian assistance to-Iran will probablY be Ver./ limited because
Italy does not wish to antagonize the UK. In addition; Matt does hot
have surplus oil tedhnicians, The Iranian Prime Millie-ter has been casting
About for a model upon which to peg Iranian nationalization. However, the
Italian arrangement is not what he is seeking.

ITALY. Bank of Italy Anatysis of Italian Edoh , The Bank-of Italy
,

WEgsizes the favorable .ttends of the Tt 1ff economy, hut warne-that
pride increases will affect Italy more adversely than other European-
conntries. It believes that.Pride increases since the Korean mar megforce Italy to pay 30% more for imports of raw materials during 1951, but
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that this increase should be juirtiallTCdTSet by an anticipated 10% boost
in Itily's export_price level. HAdcording to the bank,.industrial
preduction in.1950 rose to a lever19%:above,that of 1,938. There was an
increaSe in value of imports of-39%. and in &ports of 45%. Oar 19% of
-betel imports were financed.brECk as :compared to 28% Mr.-the proVieus
year,' .(u journal bk CoMmerce,-.18-.1ane'51). ttIMBEN Further economic
gains will probablYrbe made j depending upon its ability to avoid
.inflation and to procure raw'materiaIs'in support ofincreased requirements
for industrial and consuner ProdUctiOno Unemployment will not be reduced
very rapidlk because greater antivity will only-Mean that the existing.
surplus workers in.industry Will be:bettsrlutilizedo Because the population
is about 7.5% greater than that of 1938, pereapita food consumption is
,not yet up to the prewar level,. while agricultural production has almost
reached that level,

"C" SPAIN. -Rumors of Change in GovernmentYs StrUcture Persist. It is currently
rumored in Madrid that General Francisco Franco has unCar.advisement a
plan whereby he would delegate the,functions of Primo Minieter while
retaining the position of Chief Of State, Under-this plan, allegedly
Preeented by former Minister of:Industry and Commerce Deletrio Carceller
Segura, Franco presumably expects te become personally.immuhe from further
popular-criticism of.governtent"jinaffiCiency and oorruption. (S Madrid
1214, 26 JUne 51) - COMME-Nti, Despithe categoridal stateeent by a high
Foreign Ministry official on-26:June that-Iv-any runlet's of imMinent changes
in the SPenish cabinet mere Untrue",- the possibility that Franco has
considered-such a plan should-net'be'diécoOnted. SpeCalation on the subject
of Franco06 successor-in the PrepierIbip-has cantered On (1) present Minister
af Industry and COmmerce Suanceti'Who id:Clearly unsuitable since he is
generally blame? for Spain's current- Odononic difficulties-, (2) Jese Larraz,
former Finance Minister, *hid repartedlyrefused Francogeoffer unless his
demands for political's, social'and econonde reforms were met, and (3) Demetrio
Carcelleri preSidentefrtheflaniffirPerbleUM:Company

(CEPSA)4 who himself
suggested the plant and is a *ember:of the central directing committee of
the Falange.

SCANDINAVIA. Fereign Miniaters.ifeetingtO Censider Korean Unit, The Danish
Poreigh Minister informally told theiUS Ambassador that the Scandinavian
Foreign Ministers would meeton-2 -July in:Copenhagen:to discuss a poesibIe
joint unit for Korea and indicated bis belief that both Natty ahd Sweden
would join Denmark in the venture, Both the Foreign Minister and the former
Prime Minister, who is chairmanef the Social Democratic Party, are certain
that the Danish Government will Aiye a fatoreble ansker"to the UN request.
They admit, however, that there exists considerable popular opposition to
and a lack of understanding for such action in Denmark-despite efforts toeducate the public onthe neceSs#vof supporting the UN in Korea. (S
Cepenhagen 1129, 28.June 53.) OMBENTi : It is unlikely that the Swedish
Government will take the initiative An detpatching volunteers to Korea.
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The Danes and Netwegians,-hoWeVer.,:_maypersuade,the
Swedes to give tacit

approval for Sunteers to 4oin10.ScandinaVian unit,

'!CH UNITED KINGDOk. ,PreliMin ,ReactiOn:tnhouncement b Left-Wing,Labor
Party ,Group drily re, y amp assy n on, commen ng onthe immediate reaction to the-announcement:of BeVailta snail left-wing LaborTarty group's campaign toAnitigate..a'morrelSocialist:program fat the Party(see. OCI Deily"Digeat, 19'JuneH5I),.:statee that party officials privatel7
rePort satisfaction that the . hew disetdent Telicy statement titled flOne
ley.Only/ will be published early enougn:togive_party leaders ample time'to refute it before the partylb ennueZoOnference in Ootober. In commenting
on rank4and-file support for-the Betan'position, the_EMbassy reports thatfour fairly iMportant trade-unions:, three of.which are Communist influenced,in their annual'Oonferences last:meek were mainly concerned -with the high
cost of-iiving rather, than with foreignipoliey discussions 'CT the Labor
party'split.: On the othefland, Iibor7FartyBeadquarters has expressed
its concern ovet the receipt-of:a hUndred=odd resolutions 1'x= constituency
-and ward labor parties supporting:Bevan; these, too,,mainlY protesteddoMestic'polieieo. (C London'6816,t2E, Thine 51) COMMENT: Labor Party of-ficiale May he too sangtine-if.theYregard'the-abierGrof foreign policy
resolutions at trade union conferendeo throughout the summer as an indication
ofeontinuing labor rankand:-file support of the Party leadership. Tradeunion leadbrs are Warning the:Government of increaeing labor dissatisfactionwith the Government aver the wages-end'prices issue. If this criticism is
not met, there mny'arise broader nUpportof the Bevan position, includinghis foreign policy.*

belitery'efFelisn'Tinkers ReVieiiod'andDelayed. FereignSecretaryMorrison
expressed interest in the idea that the Iranian oil

crisis might justify delayinythe,delivery Of the Polish Government-owned
tankers being built in British:ports, in a cOnversatien.With the US Ambas-sador in London, and stated tnat,ncOritmIdoki what he could. Meanwhile'the Foreign Office reports:that:the/trialsOf

the first:of the two tankers,
delivery of which had been eXpectedby,mi&Ju.1S, have been-Postponed bytwe'Weeks, and are now scheduled:to:begin 9 July, US EMbassy London
believes that if non,deliveryof. the tankers would insure the granting,ofa Kam amendment exception, aseurancite:to-that:effect

would haVe an importantihfluenee on the British decisien.PTIciriffon .6883, 28 'June 51) COMMENT::Review of the issue in light.oftWIranien oHAIS and delay in the trialsfollow vigorous US.representatiohe'along thoee lines. The stated UK positionremains that the vessels will be delivered due to legal principles and forfear of retaliation (see OCI-Daily,Digest, 28 June 51).

rir FRENCH WEST AFRICA, FrenchCommunist:Maids Control:Over Leer. AlflaborIn the tropical areas:of FrenchVest Africa is controlled by the French
Communist Party (PCF), according:to Maurice Carroue.member of the party'sCentral Committee. Carroue told &Meeting of the Federation Sindical de.
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Guatemala on 12 May-thati because/he Controlled labor in this area, he

could ensure that the United:FrUitiCOMpany Would have plenty of trouble

if it withdrew from Central Anieried anclomtnenced operatiorw in Africa.

25X1A COMMENT: 25X1A

'
Since the organization IR-174764the'±Communist-oriented native party

(RDA) in French West Africa; thareneh'COmmUnist Party .(PCF) has sought

to-use this medium to controllest:African-laberii The native party,

hoWever made soaittle progressAhat-fn.1949 and 1950 PCF organizere were.

Sent to the area. 'While the PCF:Undeubtedly posseases a strong influence

.over native labor and could stir.UPYtreuhle: sufficient police power is

available to quell any disturbance.i.

. IC" UNION'CF.SOUTH AFRICA. Rail Diffiduitiee1310g1Umganese ahd Chrome Export.

It reduction by 50 per cent in, the.allocation of freightcars for the trans-

portation'of Manganese andahrote:brek.to the ports will reduce-exports

. of theee Ateme, elreadybehinOchedvid,i by about 25,000 and 12,000tons

redpectiVely below normalleVeleychlringMly: During the first five

monthe of 1951 manganese experte'itoAhe US:totaled only 164,073, long tons

Or approximately 17% less:thenforrthe:same period in 1950. Rail officials

have been impelled to allocateiMore dati'fOr domestic shipment of coal in

order to alleviate the fuel shertage which is currently seriously affecting

thermodynamic power plantoAindAndUettial eitabliehments throughout the

Unien. They claim, howeverithetithe deficit:in chrome:and manganese ship-

ments for JUne and July will be:bVercome in subsequent months. It is claimed

that an actual shortage of tars: is'nolOtger a serious facter and the present

difficultiasare attributed.to al:ea.:of:netlike power, she') repair facilities,

'and trained Personnel. (C Pretoria-2t4j2.6.jUne;51;HRCaPetown Joint Weeka

" No. 50; 15 Jhne 51) COMMENTt :i.The'leolc.Of.:adequat&railroad facilities in

the whole douththrn LIFIC7R7fegiwcostitlitesa chronic problem, since the

rail system is unable to.theetvithe*qUiromentd. of the expanding econemy

of the Union and Southern RhodeSi*JAtOmpotary improirehent with respect

to Car allocation can be expected:When-the:current crisis has been over-

come, bUt it ia questionable::Whether-ythebaCklog of.ore exports can be

handled Moreover, until theitranapertationaystem is substantially

expanded, and such plane are:atiliA.n:their infancy, the flow of strategic

ores will continue to sufferfromperiddiddislocation and reduction.'

IC!' ARGENTINA. Foreign Minister:and Alabaosador. to US EXchanget POSta. Minieter

of the Interior Borlenghi has announced that Foreign Minister Ripolito Paz

and'Ambassador to the US, RenoHno, Ala exchange posts. Berienghi explained

that this:does.-not.':implfa:thengo4nAlle7foreign:peliey 6f Argentina'. The

change is being made in Order teahabIathe'.gavernment to avail itself of

the services of both menOrith-specialdonsideration to Ambassador Ramorino,

who is:not well. (R FBIS ticker;t2Oinne 51) COMMENT: The change should

hot adversely affect US interests'in'ithat both EE-aFF reportedly more -

prO-US than the rest of theHeabinst.'Remorines reported ill health has

been confirmed by other sources -
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"B" CUBA. Communist NeWspaper Again:Seized. The Cuban GoVernment has
once again ordered the confiscation of the Communist dailY y, basing
its action on the chargethat the neyipaper donstitutes_atEfiet t6 the
security of the republic. The:Closure; ordered by the Department of the
Interior oW.27 June, followed a Cabinet decision...:(R Habana 691; 28 June 51)COMMS: Hbly, organ of Cubale COMmuniat Partido Secialiate Pbpular, was
Ferried tflie party-on 18 Juhe..1951 by,a cburt order whichcended a seizure
made on 24 August 1950. (See OCI bailYDigestj'22 Julie 51;) 'Its ±eelosure
now has-Laken place in deference:tfluMerous groups and organizations which
have hot only opposed the return.OfgibutAave also demanded the suspenaion
of its successor, ihe small Li Uitina MOM. An effort is being made by the
-non-Communist Cuban Confederation of. Labor (cTo), through a "rescue com-
mittee", to have the newspaper plant turned,over to it, since the 'plant was
originally bought by the sale of bonda.mmong workers when the federation
sus under Communist control.

"C" MEXICO. Attitude on ContravkLabO. Manuel Teilo, Under-Secretary of
Foreign ArratirarSaThrenirlrexico will not Conclude another basic
internationaregreement with the:US:Mr the Centradting of-laborers, if
the US Congress insists:that US farMéra be'authorized to use the serlices
of Mexicana Who cross the borderyillegally.H Tello added that to permit
this would be equivalent to encouregingMexicans to Violate the law and
would expose them to !an anarchic pituation in the matter of salaries,
protection of a social nature, and eci forth". OR FBIS, 29 June 51) COMM:
The present agreement with Mexico for-the:contracting of laborers expi771---
on 15 July. CiirrentlY; the US Congress is*cOnsidering two possible bills:
a Senate bill Which would pre:vide penalties.for employers who hire persons
whom they know or suspect maybe ',wetbacks" (illegal immigrants), and a
House bill which would permit'contrabting of "wetbacks" on the same basis
as those contracted in Mexico.
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SECTION 1 (SOVIET)

"A" IMSR. &a assador jcj Comments on G.rontyko Interview. The Ambassador inMoscow considers that Gremykacs.spapific:on,thespot
answers to importantquestions-indicate

that the Kremlin clearly supporta the Malik proposal.Kirk feels that the Chinese People's
Republic (CPR). is also behind themove. GromykaPitninaistende

that cease-fire negotiations remain separatefrom political-and territorial questions implies that such questions will' be negotiated later in connection with the Communist terms for settlement.There is no evidence that these
-terms will not initially include CPR mem-bership in the UN, control of Formosa,

Chinese and Korean participation inthe Japanese peace treaty as well as evacuation of all foreign troops fromKorea. The.Ehbaseris inclined to suspect that the Chinese- Communists areunwilling-te cantinue the costly: campaign and that urgent requirements ofthe.Chinese averh-all program necessitate abandoning the venture, at leastfor the present. -The &baggy speculates that the importance of China tothe USSR constrains the Kremlin to react with greater flexibility than iscustomary With the Eastern European Satellites. Considerations of face
.

make the CFR prefer that the USSR initiate the advances. In answer taBritish proposals for further soundings
of the CPR, North Korea and possiblythe Soviet GOvernment, Kirk emphasizes that Gromyko carefully sought to aveldgovernmental discussions

in favor of direct negotiations between militarycommanders. The Ambassador coniiders-that
the opening move should be mondeby Bidgwey and'the South Korean commander. (3/80.50 MA MO9COW 2186, 28 Jun 51;21930 29 Jun 51), 22,MUS There-is no evidence that that the Peiping regimeis anxious to sue for peace at this time. It is passible that the USSR'sdesire to- avoid direct involvatent in the war or increased material supportfor the UommunIst

forces is the primary maturation underlying the proposals.
"B" YUGCGLAVIA. US Discoura eg

. Zugoslay holitical Action in Albania. The Stets-Department.has
advigied Ambassador Allen that the US is interested in inform;-'ing the Mosley Government without delay that. Yugoalay political. machinationsin Albania would
run counter to US basic interests in the Balkan area. The

Department' agrees with Allen that assistance to Yugoslavia on the reingze
-

problem would be usefUl in opening sources-of information on satellite.reffgeesin Yugoslavia. However; the Department feels that, whereas aid to the reingeesmust be considered as a long-term problem,
Yugoslav political intentions in
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Albania ZeqUire immediate clarifiCatiOn. (TS, SS Outgoing to Belgrade1453, 26 Jun 51). COMELENTs The Department had previously instructedAmbassador'Allen to7WITLiiilze te the lUgoslav Government that the establishment'Of the Albanian refugee committee:could lead to a conflict ofinterest betWeen Yugoslavia and the US. (OM Daily Digest, 14 Jun 51).

SECTION 2 (EASTERN)

"D" UNITED ximmomagna. New Approach to be Made in Oil Dispute, The USDepartment of State is.prepared.to stggest
a.umoratoriumfl to Iran, and theadoption of interim arrangements for 60 days between Iran and British interests which would, Nithout prejudice to the issues involved, permit operationsand shipments to Continue until something of a more permanent nature can beworked out. This proposal was submitted to UK Foreign Minister Morrison forcomment.who has indicated thatthe US proposal appears both helpful and constructive, and has expressed the UK's willingness that such an approach bemade. The UK is ready to accept the US proposals if it is made clear to theIranians that operation of the oil industry shall be under unlimited AICCmanagement, and that interim financial

arrangements shall be along the linesalready prepared by the AIOC. .(S, S/8 to London 6184 27 Jun 51; Sp S/8'London 6885, 28 Jun 51). g=3118 Although the.Iraniat Prima Minister'srecent letter-to the US President may be an indication that Iran is becomingfearful Ofthe outcome of the oil debacle, the letter was not conciliatoryin tone.- While the new proposals Coffer a ray of hope, it is unlikelythatthey would be acceptable to the Iranians, unless they are willing to make amajor Change iia their oil nationalizatiot policy. In view of British experience with Iranian intransigence,. the UK probably does not attach much hopeto this.current effort to break the impasse.

"Cu Ammon- Foreign Ninister WorriedVbr TresamdastAoaelinTalkttastatitio The Ethiopian Foreign
Minister is greatly concerned about thepress reports that Ethiopia has waked the US and tia UK to inform Italy ofEthiopian-desiie to'resume diglomatio relations. According to the ForeignMinister this information is not true because the-initiative for Italp-Hthiopienrdiscuseions

came originally from Italy. His chief worry is thatsuch tendentious reports might wreck all his work in convincing the Eaperorand other Ethiopian
officials that the resumption of ItaloEthiopien relations should be explored. Ambassador Childs has suggested that in view ofthe objectionable

character of the press reports the Italian and EthiopianGovernments should agree immediately on some zb1j© announcement on thesUbject. (Ci S/8 Addis Ababa 3754 28 Jim 51)., OOMMENTs For more than ayear the DS and the UK have been attempting to get Ethiopia and Italy to resume diplomatic relations,
especially because of the necessity for cooperation between the two over Eritrea, a former Italian colony with a largeItalian population which will form a federation with Ethiopia after15 September 1952. Until recently the Ethiopians, with their memories of
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Mlissolini have refused to have anything to do with the Italians. How-
ever, theY bad replied favorably to the Italian request for discussions
and were prepared to receive the Italian Under Secretary for Foreign
Affairs some time after 15 Ally, No Ethiopian politician can afford to
seem eager to resume:diplomatic relations with Italy, but it is likely
that the'damage done by the press reports can be repaired so that the talks
can be held.

"B" INDIA.
. Government is. Gravely Concerned Over Possible Loss of Iranian Oil.

Secretary Dutt of the Indian Ministry of.Ekternal Affairs.has.stated.that his
Government is gravely concerned over events in Iran, which not only add to the
threat or world war but which also might entail the loss to India's economy of
vital Iranian Oil., On 23 June, according to Dutt, Prime Minister.Nehru sent a
message to the. Prime Minister of Iran expressing his hope that the Iranian
Government wouldobserve moderation iLthe oil dispute and attempt to reach anamicable,settlement. (S, S/8 NewDelhi 3802, 27 Jun 51). COMMENTg PrimeMinister Nehru and the Indian press, motivated by feelings of.Asiatic national-
ism and apparently unaware of possible economic consequences to India, have

.previously been outspoken in their support of Iranian actions to nationalize,the oil industry lbw that Iranian oil supplies seem likely to be cut off,
however, they have belatedly remembered that 95% of the petroleum products
annually consumed in India are imported and that Iran has providelabout twothirds of these imports. The Indian tone has therefore moderated according4,If the Itanian.situation

deteriorates further, India may call upon US oilcompanies-for assistance, a development which would raise problems of dollarcredits and possible US financial aid.

"A" INDONESIA. 'Iresident Sukarno &messes Anxiety over Chinese Communist Activity
During a visit by 0$ Ambassador Cochran to President Sukarno, the latter emsphasized the harm being done Indonesia by the Chinese. He pointed to thepolitical penetration of Communist China with the accompanying spread of hirm-ful propaganda. On the other hand, he complained of the recent transfer ofcapital bi Nationalist China from Hong Kong and Formosa to Indonesia and sdb-sequent purchase of real estate and business enterprises there. Sukarno saidthat it is impossible to assimilate Chinese in Indonesia and that the situationhas developed to a point where Indonesians cannot trust any Chinese. He alsospace of the success Communista have had with youths in various countries and
asked whether the US could help Indonesia in combatting Communist influenceamong Indonesian youth. (Sp S/8 Djakarta 1840, 28 JUn 51). COMMENTg Thetendency among Indonesian officials has been to depreciate the growing activi-ties of Chinese Communists in Indonesia, The bold tactics employed by theChinese Communist &baser and the four Chinese Communist consulates inIndonesia to extend Communism in the country have probably contributed largelyto Sukarno's awareness of the Communist threat.

TOP SECRET

13

Approved For Release 2002/06/13 : CIA-RDP79T01146A000300040001-5

For more information on PDF Compression and OCR visit our website

http://thepaperlessoffice.org/


IIB

Approved For Reldese 2002/06/13 : CIA-RDP79T01146A0K1,90040001-5

TOP SECRET

Indonesia Will Ebbargo Rubber to China. The Indonesian Cabinet agreed
on 27 June that rubber ahould beincluded unconditionally in the list of
strategie Indonesian aports which, in accordance with.the DIN embargo will
be denied to Communist China. (Sp S/S Djakarta 1837, 28*An 51). COMMENT:
Indonesia &Detained in the UN when the etabargo was voted. Subsequently the,.
government prepared.a list of strategic materials to be prohibited to China;
this listlhowever, exeluded rubber. Although Indonesia historically has
not shipPed rubber to Soviet Orbit countries reports have been received
recently Of negetiations between Indonesia a:111 Communist China toward an
agreement whereby China would receive large quantities of rubber in exchange
for rice. The reversal of Indonesiats position appears.te have been achieved
largely through the application of U.S pressure - it wee pointed out that,
under the Kem AMendment, Indonesia might not qualify for US aid if omitted
rubber from its strategic list. Prospects for strict implementation of the
embargo bY Indenesia, however, are limited since the government lacks the'

'administratiVe machinery adequately to control the destination of privately
owned rubber:

oBtt JAPAN.. .IpaessAp2ear Reconciled to Revised Treaty. US officials, following
a discussion With Prime Minister Yoshida and his assistants, report thattbs
Japanese appear to be relieved that the revised US-UK peace treaty draft re-
tains in such'great degree the spirit and contentof the original US draft.
They report that Yoshida.expressed concern about the formula for Chinese
participation and that it is obvious.that the.Japanese are most reluctant:
.to have the decision left to them.. He also expressed the hope that Japancould maintain close economic relationshibe with the Bonin and Ryukyu Islandsin the event a. trusteeship is established over the Islands, and that
JaPan could extend national treatment to the inhabitants. The US officialsbelievep, however, that the Japanese will be acquiescent on all essentialpoints. (Ssi.SA Tokyo 2261, 28 Jun 51). COMMENT: The Japanese are undoubt-
edly greatly relieved over the absence of any.restrictions on shipbuilding
or other industrial capacity, which had been widely rumored as a possibility.
Despite the fact thatthe Ryukyus and Bonins are an economic liability to
Japan, desire for their eventual return to Japan has reached unexpectedemotional heights.
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