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the 0ffice of Current Intelligence.

3. Marginal letter indications are defined as
follows:

"A® - items indicating Soviet-Communist
intentlons or capabilities

B" -~ important regional deveioments
not necéssarily related to Soviet/
Communist intentions or capa.bil‘ities

#C" _ other informatign indicating trends

,  and potential deve lopments
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DEPUTY FOREIGN MINISTERS® CONFERENCE

USSR Continues to- Rejec‘t Western Terms for a Foreign WMinisters' Mee't: ng. Ina

20 June note regarding the Foreign Ministers’ meeting the Soviet Union con-
tivued to inziat on inolud:l.ng an item on the North Atlantic Treaty and Americen
militery bases. The note added that the USSR had no objections to discussing

its treaties of mutual essistanse with China, Poland, Czechoslovakia, Hungery,
Rumania; Bulgaria,, Fi;nland 8nd finally, with France end Britain. (U N:Y. Times,
21 June 51), COMMENT: Soviet insistence on inclusion of the NAT end US mili-
tary bages item ocontinues to indicate that the USSE does not want & Foreign
Ministers® meeting. The Soviet demend, which has been comnsistently unacceptable
to the West, appears to have been made to esteblish a suitable propaganda posl- .
tion for Soviet refusal to agree om an apenda.,  In this note the USSR has offered
to discuss its treaties with the satellites, which ars bilateral apd directed :
specifiocally a.gainst e resurgent ‘Germeny or Japen. In return, the USSR wishes
the Western Powers to agree to discuss the North Atlantic Treaty arrengements

as a principel sause of tension in Europe. In ordetr to alleviate the temsiom,
the USSR implies that the Wesbtern Powsrs should suspend their defense programe

SECTION 1 (SOVIET)

USSR, Air Tra.ns;:or'b Speeds Canal Pro;jecta. A Sagkhalin Regional Service bréad_-

cast of 19 June quotes the Deputy Chief of the USSR Civil Alir Fleet Peve{:s_l%
as saying that cargo planes leave Moscow, Leningrad, Kiev and other industrial
centers daily oa.rrying froight for the various comstruction projects of the
"eroat Stalin epoch.® According to Pevetsky, ever since the start of these
construction projects, e¢ivil air transport pilots have been sompeting for greater
achievements in.this field. Airport workers are deseribed as peying special
attention to planes carrying this type of freipht which, according to the broad-
cast morits "first priority" handling, Specific items mentioned in this stra-
togic oategory inélude: geologioal instruments, high precision equipment, food .
and mail,"all of which are said to be shipped in particuler to the main Turkmen
Canal projec'b., (E-FBIS, 20 June 51). COMMENT: Although the extent to which
air transport is being used in supplying the canal projests iz unknowm, their
strategic importence is indicated 'by 'bhe fact that such priority shipment is
allotted to them,

‘ ;a_ng ushlcin "Sug'g'é.s"'l:-s“al’"'e-éc-e' in Korea by Cease Fire. Soviet Ambassador to
‘the US, 8 reported to have stated that peace in Korea can be -

achieved simpiy by having the US and the Allied Powers cease. fighting.

" (U-FBIS, 18 %me 51)0 . COMMENT ¢ Althuugh Pmahkin”s remarks were informal,

ourrent Moscow propaganda also continues to omit references to the Chinese
Communist terms for settlement in Korea concerning Formose and seating in the
TNe
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"B" EASTERN EUROPE. ~ALBANTA. “Resistance Plans Reportedly Known to Commmists in
25X1C 1950, report that

at a meoting of the Albanien security police officers in February 1950, Minister
of Interior Mehmet Shehu revéaled intimate knowledge of emipgre efforts to sub-
vert the Hoxha regime. Shehu expressed his conviction that the failure to ex-
ploit the chaotic situation in Albania after the execution of ex-Interior
Minister Kocli Xoxe wans due to disunity among the refugee groups, even in the
Committee "for Free Albania,. Shehu emphasized the need to exploit the US

Alboanien colenv in spite of its plutooratic Weys, h 25X1
25X1A " COMMENT: The reorgaitization of the Albenian
gaour system after Shehu became Minister of Interior in 1949 resulted in a

vigorous purge of suspscted elements in the regime end the establishment of
Special Pursuit Brigades with the fumction of ferreting out subversive elements,
Propagande emanating from Albenie has indicated for some time that the Albanian
Commumniats had penetrated the exile organizaticns,

"B" HUNCARY, Government Demands Resumption of Trade Negotiations for Sanders Release.
In a receént conversation with the British Minister in Budepest, Matyas Rakosi,
Secretary Gemeral of the Hungerian Comminist Party, implied that adverse public-
ity at the time of Vogeleris relemse had stiffenéd the Hungarian Government's ate
titude toward the releamse of Senders, a British citizen who had been imprisoned
along with Vogeler. To the British Minister's suggestion that Sanders be freed
after which trade negotiations could be resumed, Rakosi countered that the ree
lease of Senders be discussed comourrently with the resumption of trade negoti-
ations. (5 Budapest 607, 19 Jume 1951), COMMENT: The British Government
suspended trade negotiations with Hungary in retaliation for the imprisonment of
Sanders. Hungarian trade with the UK amounted to $17,335,000 in imports and
26,320,000 in exports in 1949, After the suspension of trade negotiations,
Hmgarien imports from the UK fell to $5,500,000 and exports to $1,000,000 in
1950, The Hunggprian determination to expand its trade with non-orbit areas has
boen revealed in recent reports,

"C" POLAND, First State Loan To Be Floated, "By deoree of the Polish Council of
HinTsters a "Natlonel Loan for The Dovelopment of Péland’s Strength toteling
1.2 billion EYotys" has been floated. The loen is to be. issued in besrer bonds
including single bonds of one hundred zlotys, collective bonds of 200 and 500
zlotys, and Party bonds of 100, 250 end 500 zlotys. The loan which is to be
floated for a 20 year period from 1 October 1961 will be subsoribed exclusively
from popultition, and not Prom firms, institutions or other juridical persons.
(R-FBIS, 197 Jime 5Y; C Warsaw 975, 20 June 51)s COMMENT: The purposesof this
loan seem to be the creatimm of greater popular interest and sémse of pertici-
pation in Polandie Industrialization progrem, and the siphoning off of excess
purchasing power. At the official exchenge rate of four zlotys to the dollar,
the “loan would total $300,000,000, In comparison the free merket rate is
15=60 zlotys per dollar.
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YUGOSLAVIA. Trade Unions Directed 'I:o Impro‘v'e Labor's Stendard of Livings
The Central Committes of f Yugoslav Trade Unions has made it mandatory for
local ‘trade union Yeaders to concern themselves primarily with reising the
workers' standard of living. Trade Union orgenizations are directed to
participate in the drafting of legislation, regulations, and measures afe
feoting labor and living conditions, and 6 insure that workers rights,
gua.rantéed by law, are enforced. The right to strike, however, is not '
granted.” (U N.Y. Tdmes, 20 June 51), COMMENT: Heretofore, as in other
Communist states, the Yugosla.v tradé wnions have .emphesized grester produc-
tion as their .primary goel, The encouragement of locael trade unioms to -
help improve the workers! standard of living ie evidence of the regime’s
recognition that se.tisfled workers are the most productive, The decision,
which is in line with other recent governmentsl innovations and reforms, is
apparently designed to improve morale snd increase production by encouraging
local initiative. The decision does not represent any relaxation of control
over the workers, however, since the local trade unions :are closely control-
led by the Commmist Party.
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-SECTION 2 (EASTERN)

JIRAN. UE.F in Nes artad As Mob Act] ag_FPlace
The US A:Lr Attacho 1n Baghdad has information indicating that on 20
June Royal Air Force units in Iraq, Jordan, Suez, and Cyprus had.bsenn
placed on a ob® hour alert notice, =nd that Iraniens were attempting

to take the oil refine farce, and were being resisted by the British.
3 Press reports state that
UK forces in the Near East are "standing by," but there has been no con-
firmation of the alleged attempt by the Iranians %o take over the re-
finerisas by force. There has, however, bssn mob action in Tehran which
included the forcibls entry of an Anglo-Iranian 0il Company (AIOC) of-
fice and the destruction of a neon sign. Both the UE and Iran have bLeen
consistent in rejecting the use of force as a method of settling the
dispute; howsever, in anticipation of trouble, the UK has publiely and
repeatedly stated that it would protect the lives of UK subjects if

these were endangsred, _

hiness Gomm.nists would not invads Burma in the near :t'uturo,

‘ bacause of thelr military commitments in Korea and Yunnan, For the

same reasons, he alse doubts that the Chiness ars willing to give
materiel or manpower assistance toilhe Burma Commnist Party % CP)
although admitting that seversl BCP officers had recently received
training in China and that the Party wes attempting tc open a corridor
to China through the Shan States in order to obtain such aid, He
indicated that the Chinese Communists will undoubtedly exploit Naw
Seng, the EKachin rebel leader; to win the support of Kachins in Burma.
The sourcs also stated that, during a visit to India in April; the
Indian Army Commander in Chief, Carlappa, emphasizad the close ties
betwesn India and Burma and promised Indian Army aid in case of a - |
Chinese Commmnist invasion desplte any opposition from Indian poliei:-.
tizians, The Embassy cmments thet source fails to sppreciate the

- extent of Chinese msnpower or thelr large stocks of small arms and

ammmnition, and indfsated I8z, belief tthat Chinese aid to the BCP is
; vo (S Rangoon 932, 20 June 51}, COMMERT: The

minimization of the Ghineae Gouniat throat 't‘.o Bluma is typical
of ths wishful thinking vhich afflicts most high Burmess officials.

It is dquhtful that the Government of India would permit the dispateh

of Indian troops to Burme in the event of a Chiness fiwasicn;"déspdbdl. 4
Carippa’s assm-anceso
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Fien. Two defense

ug ©

CHINA. Two Defense Lines Und: gtrogtion in
1ines roughly paralleling the Fukien mast are repartedly under

construction by a Sovier-supervised force of 10,000 laborers aided by
engineering troops of the 3rd Fleld Army. According to the Nationalist
Ministry of National Defsnse, the outer line will run south through
Chang Lo (10 miles southeast of Foochew) to Tungan (10 miles narth of
Amoy), ard the inner line from Pingnan (70 miles narth of Foochew)
south to Tuhua {35 miles north of Tungan)., (S ALUSNA Taipel; 20

June 51). COMMENT: A great variety of repcrts concerning defensive
neasures in the coastal areas opposite Taiwan have been received

over the past seversl months, Construstion of fixed defenses,
evacuation of non-essential persornal, stockpiling of supplies; and
extensive military mansuvszs have all been reported as taking place

in these areas.

Ly 1

- . Reported RKstablishment 2450 A Politieal liais 20 4

in Chins. &n agreement to establish political lialeson effices in
Manchuria, North, Central, South and Eagt China, with Sovista as
directors of each office; "wWs F¥sFtadly. toncluded by representatives of
the Chinsse Communist and Soviet govermments during 1951. The func-
tions &f the offices include the following: (1) mobilization of Chinese
manpower and material, (2) establishment of adequate military defenses, .
(3) direction of military and political activities of Chinese Com-
mmnists, (4) inorease of the production of war material, and (5)

gupervision of the purge program, -
0 [ et po ca of fises with largely advisory

functions is considered probable, it 4s not telieved that the Chinese
Communists have delegated to these Soviet=directed of fices anything
approximating the mmount of power described in the ebove raport.

25X1A

A" USSR_and China Sien New Tr groements. A Tass dispatch
from Moscow cunces the sig on 15 June of two trade protocols
between the USSR and China vhich provide for a considerable increase
in trade between the two countries. No informatiom is givam regard-
ing the commodities or amcunts involved. (U Tass Moscow, 21 June 51).
GOMMENT: Thess protoscls represent & further effort by the Communists
to counter the effects of Western trade restricticns by stepping-up
intra-orbit trads. According to Chinese Communist statements, trade
with the USSR, which has traditionally been comparatively unimportant,
came to about one=fourth of Chinals total foreign trade in 1950. The
inoreased commerce resulting from the newly signed trade protocols is
expected to make this proportion considerably higher in 1951. Addi~
tional factors raising the Soviet share of Chipa’s foreign commerce
are: (1) the virtual sessation of US trade with China since the US
embargo of last December and (2} the embargo on selected items e.g.
rubbar and petroleum, imposed by Western countries honoring the UN
embarge. resolution. The orientation of China’s trads toward the
Soviet Orbit and away from the West is also being promoted as 2
result of a series of trade agreements with the Eastern European siallites,
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The Far Bast Command reports that:the North Koreans are increasing
their efforts to maintain front-line troop strength. Current replace-
ments are belisved drawn from rear area units (the IV, VII and VIII
Corps) now believed on coastal security missions, and from a pool of
50,000 recruits in training in Northeast Korea and slong the Korea=
Manchuria border. Fifteen to twenty thousand of the latter troops
recently have besn sent to battle-line units. - (S DA-FECOM Telecon
4850, 21 June A). - S T

OK_Chief of S eported Interested Us_s ce Scho
Assigrment. The US Embassy, Pusan, in commenting on rumors of the
reaignation of General Chung Il=kwan, GChief ROK General Staff,
considers the reports to be a premature leak and a garbling of the
fact that the General had requssted permission to attend the Command
and General Staff School, at Leavenworth. The story may have been
leaked for political reagsons, OChung?s motivation is unclear although
it ie known that he feels he needs a "change" and has long been
interested in assignment to a US ‘service school, There is no informa-
tion to confirm that he is not acceptabls to the new Minister of
Defense who has stated vigorously that he is selecting a temporary
appointee and "in no way naming a new chief of Staff." (G Pusan 1070,
20 June 51). COMMENT:s It would appear unusual for an officsr of . ul
Ganeral Chung’s position and capabilities to seek a service school
assignment at this tims i# resignetion were rot a distinct possibility,
particularly in view of recent scandals affecting high ROEK Government
circles. o '
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GERMANY, Soviet Officials Indicate Desire’ to:Reach Settlement of Berlin
‘Trade Situation, ALlied offlcials feel, alter talks with 5.k, Dengin,
chief Soviet representative in Borlin, thaf. thei'récent Soviet inter— ' -
feérence with the west Berlin export: t-ra.de represented a pressire tactic
to obtain a new ‘interzonal. trade’ agreement Jpetiween Fast and West Germarmy,
even at the risk of serious retaliatory measures. In his talks with the
Deputy Frenth Comrandant, Dengin tri “to” _ignore or play dovm the Soviet
“Yegtrictions, and” agreed to negotiations on the restrictions between Allled
and Soviet experts, The Allied commandants now. desire; in view of the
strong Allied position, to avoid any- eign of. over-eagerness in these
Tnegotiations or in permitting msmption ‘of 'orade talks., They also want
o ‘be-ready to implement . countermeasuxes -85 :originally plamned; if the

*sibuation fails to develdp favorably, (5”Berlin 151} and 1519, 19 June 51)

COMMENT: ™ Thé Soviet restrictions on: trade had resulted in the stoppage -
o an estimated 75% of west Berlin's vital. eecports to the Federal Republic,
-and ‘might, 1f contirmed, have hecessitited a limited Alliéd air-1ift,
Soviet interest in concluding a trade. agreement. ‘on favorable terms indicates
the-weakness of the east Geman economy': -and’ the continued need for streﬁegic
imports. from the West. The. USSR's harassing measures in Berlin should be
“viewed as a recurring attemptitolexert: rnaxi.mum pressure on the Allies

25X6
without provoking serious retaliati.on

Treasury Iister Pellals res:.gne- oh appoars

_oppositionl to p&y increases for.civil. servants, - His probable successor

1s Liberal Deputy Corbino; Minister of’ the- Treasury from December 1945

. to September I9L6, “This shift would contriblite to.progress on the deferise

prograg without endangering other objectives of monétary stability and the
development of the depressed sec'bors of 'bhe economyo Meanwhile, the Govern-

i
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| ment has publicly denied Pella's resignation. - (5 Rome 5799, 20 June 51;
| R FBIS, 20 June 51) COMMENT: The removal of Pella would meke the
| . Qovernment .freer to -arrive at an agreement with the seriously discontented,
| . ¢ivil servants (who have scheduled another strike for 22 June) and thus -
remove a disturbing element contributing toward labor instabdlity. (See
0CI Dally Digest, 18 May 51.) Deputy Corbino is .noted for. his l'_cqnti'ibi'rbion
* to the stabilization of the lira, but has:pbjected to Pella's excessive
" caution in this regard and could be expected to pursue a more generally
flexible financial policy. o R : : .

npn PORTUGA‘fo Defénse Minlsteris Hand in Government to bé Strengthened. The
. . ~govermment party, Uniao Naclon as publicly announce -nomination
of “General Francisce Oraveiro Lopes as its candidate in the presidential
élections officially “scheduled:to be hsld on 22 July. US Embassy Lisbon
comments -that Prémier Salazar clearly. counts on widespread satisfaction
with the sélection of a loyal military supporter of the regime as a ;
guarantee of continuing stability. “Craveiro Lopes! persocnal dependence
-on Deferise Minister Santos Costa was underscored by the latter's answer
40 -dn FmbEssy 6fficlalls reémaric: = PAbout Cravéiro Lopes for president,
1% looks as if you invented him." .The Portiguese minister is reported to
have laughingly replied: ~9As a matter of fatt, T did." (C Lisbon 5575
20 June 51) COMMENT: The.choice of Craveiro Lopes points up the spectacular
rise of Santos Gosta .in the government hierarchy, as a man whom Salazar :
--trusts implicitly and to whom he is evidently delegating an increasing
~ number of the burdens of state. While Salazar obviously is anxious to .
retain the good will of the Army,. the riomination of a candidate picked by
the. Administration, also reveals the Army's readiness to meet half-way'the
civilim element in the government's party, L

ncr  UNTTED KINGDOM. UK Approaches US on Joining Aubwmn Meeting of Colombo
. ommittes, On O June the UK Embassy washington indicated to US of-

. ‘FicIals Ths UK intention to hold an “official level® meeting of the Con~
sultative Committeé on Economic Aid to South and Southeast Asia in September
.0r: October, and expressed interest -in possible US participation, The purpose
0f” the meéting would be to revise.detdils of the January 1951 Colombo Plan
report, to discuss establishing a small permanent secretariat and to lay
plans for a ministerial-level meeting toward the end of the. years: {C out-
going State Circ 808, 18 June 51) COMMENT: The UK continues’ the effort
to develop regional South and Southeast Asian. econgmic cooperationm ag a
way of strengthening the area to resist Communism, and as the chief means
-preséntly avallable to the UK for associating India more closely with the
objectives of Western policy in South Asia, The UK is conducting a broad
public relations program in India and throughout the area and in some cases
has been applying more direct pressure to obtain participation; notably
in Thailland where the-UK is reported to have tentatively offered a sizeable
Bank of England loan for road construction as a quid pro quo. The approach
to the US is consistent with the UK desire to persuade the to provide
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an eventual $2 2h hillions of: the extarnal ass:.stance requ:.red under the
$5.0L billions Plan, The Colcmbo Plafi offidially comes into operation
next month, but the Technical Gooperation Board established. in Colcmbo
under the Plan has- been receivmg technical assistance requests from-.
India, Pakistan, and Ceylon since January of (this year, and has been using
the I8 millions fund contr:.buted by comonwealth mennbers in 1950 to meet
such requests, . S

UNION OF SOUTH AFRICAo Opposition FOCuséé ‘on Government Anti-Comiuhiét

as vil Libertiss, . A govermment bI1l which tightens up
Lasy year‘s Suppressmn of. Gomunism ‘Agt- by glving the Minister of Justice
arbitrary.power to take action aga.ins‘b any suspect organization or individual
without subsequent judicial review, has passed the House of Asseibly. The
Unitéd Party Opposition, which.is as amxiéus as the Govermment to suppress

. Commmist activity in South Africa, has opposed the measure bitterly (though

without success), because it fears such ‘power is inherently dangerous to
the basic liberties of the.citizens, . The® Minister of Justice has ‘disclaimed
any intent to use the power granted under the bill against other than Com-
munist organizations, but has simultaneously ‘branded the Civil R:Lghts League
of Johannesburg s an organization of prominetrb citizens which opposes the
measure, as "dominated by Comminists",” (U Christian Seience Monitor; -

16 June 51) ‘COMMENT: .Although this: yea.r“s i1l represents no change of
Govermment’ policy, and is intended merely “to close some loopholea in last
year's Suppression of Communism: cht., 1t has. met with far mdire vigorous.
oppos:.tion from the ‘United Party. ' This: fact illustrates the new defernination
on the part of the United Party to make.a stand on the civil rights issue,
which they will doubtless includé in ~their’ party platform at ‘the next
general election, 'Their féars concerning this’ blll, which are shared by

“labor unions and non-European political, organizations, have some basgis in .

fact, since the Suppression of Communism Act includes in.its definition

of Commnism any doctrine which is considered to encourage hostile feelings
between Eurdpean and non-Eurcpean. racesy, - Thus any person who did not
subscribe ‘to the Government's’controversial race policies might legally .

be ‘defined as a’Communist, .The: mount.ing opposition from United Party members
i35 to be attributed largely to their’ gra.dual realization of what denial

of civil rights might mean for their ovm positiono

NICARAGUA: Plot to Assassinate’ Pres:.dent Somoza,

reports-that a plot against President:AnastasIo Somoza is develop among
officérs and high officials of the Ni.cara.guan National Guard., The Plot
"seems to be motivated by hatred for the entire Somoza family, especially .
Colonel: Anastasio Somoza Jr.f. -The plotters are reputedly seriously consider-
ing assassihation, and. (although plans, a.re"not yet complete} "it is probable
that Somoza would be -replaced by a miljit junta®, Action is reputedly
planned before August, 1951,° aports considerable dis-
satisfaction among National Guard officers, ‘mainly because of low salaries,
and further indiecates that Somoza has promised them a twenty per cent in-

- 25X1C
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crease., W COMMENT:. Presidént
Somozd's elfective Inteillgence organization has permitted him’

to frustrate plots against him before the plotters are pre pared to -act,

In April, for example, he reputedly called in-a group of officers, informed
them he was aware of their plotting, and indicated that he would ‘treat °
their disaffectioh with "tolérance®; It is possible that Somoza, whose
administration has. recemtly been favored with loans from the World Bamk,
will be sble. to deal adequately with the dissatisfection known to exist
within the National Cuard. Howsver; it is possible that individuals dis- -
satisfied with Somoza's arbitrary political and economic policies might,
with extreme care, ba.able to plan anficto:carry cut his-assassination,

25X1A
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SEGTION 2 (EASTERN)

"Bn TRAN, Tribal Leaders Qffer Support to UK in Event of Disturbances. The

| . . US Embasgy. in.Tehran reports.that two.senior members of the Qashqal tribe

| called secretly on the UK Ambassador on 19 June. They expressed concern
over the trend of events in Iran, and said they foresaw disturbances and
a possible breakdown of authority, especially in the southern oll area,
They commented that they saw no promise of early improvement in the situa-
tion end added that only the USSR profits from the existing weakmess and
confusion in Iran. Accordingly, they stated that although they have
never been particularly friendly to the UK, they wanted the UK Ambassador
to know that the British could count on the Qashquais in the event of
serious disturbances, (S, S/5 Tehran 3351, 20 Jun 51), COMMENT: The
Qashquaisy, one of the major tribal groups in Iran, are located .in the
mountainous areafo the east of Abadan, where the oil refinery is located,
The Iranian Government has been concerned over rumors that the UK was
agltating among the tribes, with the result that several tribal leaders
folt it necessary to reaffirm their loyalty to the Shah., Although the
UK has disavowed any such machinations, it is generally considered that
in the event of a direct conflict between the UK and Iran; the UK would
obtain support from some of the tribes, This is, however, the first fim
indication that such cooperation would be forthcoming,

nCn"  Ci{INA, Chinese Nationalists Continue to Rejeet US-UK Japanese Peace Treaty
_Proposalg, Chinese Nationalist Forelgn Minister YEH has.informed the US..
Charge in Taipei that "the Chinese Government will only accept simultaneous
participation with the other Allies in a multilateral treaty or a bilateral
treaty to be signed severally by all Allies concerned,” " TEH's statemert
was prompted by a Washington report crediting him with committing the
Chinese Nationalists to the US-UK decision regarding Chinese accession to
the Japanese Peace Treaty. (S, S/S Taipei 1735, 1736, 18 Jun 51), COMMENT:
Nationalist Bernsibilities notwlithstanding, current indications suggest.that
the US and UK intend to proceed without a Chinese co-signature, and that .
any bilateral agreement will be left to the diseretion of a "sovereign and
independent " Japan itself, . '
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GERMANY, French Favor Puropean Army Concept for German Force, France is
expected to.continue. its insistense that any German defense contribution

be gigaitzed within the framework of a European Army, rather than directly
undér NATO, US Ambassadm' Bruce in Paris, therefore, anticipates that
France will not accept thé report of the German-Allied commission that has
been meeting since January at Petersberg to econsider a German force for
NATO, although an efforit will be made to reconelle this repcrt with a
forthecoming one on the European Army talks currently being held in Paris,.
Bruce believes that the European Army: idea can be carried through so that

a militarily effectively force will result, and both the French secretary
of the conference and the chief of the. Germa.n delegation have told US
officials they feel that the Europsan Army constitutes the best and per-
haps the only means of obtalning a modification of the French position on
such matters as the size of German units, a German general staff, and
Gorman defense ministry, One dlgpubed point in Paris is the French demand
that the Buropean Army commissioner have control of the first phase of Ger-
man recrultment, a control which the Germans object to as diseriminatory,
The Germans are amxious to keep the Petersberg talks going, in order to
keep alive the NATO alternative to the BEuropsan Army. The German Chancellery,
therefore, has issued a statement taking exceptlion to French claims that
agreement on &ll importaent question has been reached in regard to the
European Army, (C, S/S Bonn 955, 14 Jwun 51; S, Paris 7836, 17 Jun 51; S,
S/S Paris 7856, 18 Jun 51; S, Paris 7875, 19 Jun 51), COMMENT: This is
the first indication from a S source that the European Army is a workable
idea, The original French proposal ‘of a European Army was not viewed favor—
ably by the other nations concermed, but, in the light of French insistence,
the conference on the Army has proceeded. The French are etill going to be
extremely reluctant to modify their position on a German general staff and
defense ministryo

UNITED KINGDOM, IS-=UEK Difference Forescen Over Pogsible Next Move in Iran,
U: Embasgsy London emphasizes that the Anglo~Iranian 0i) Company . (AI0C) still
hds no definite plans to close down the refinery at Abadean and impose & boy-
cott on Iranian oil following the breakdown of negotiations, ' Nevertheleas,
the Embassy agrees with the Department of State that the UK Govermment
should immediately be informed that the US would question the wisdom of such
moves, The Embassy is dlsturbed by the Department’s suggestion that the TS
tell the British that, if forced to ehoose between Iranian appropriation of
ATOC installastions and an internal revolution in Iran with the possible loss
of that country to the West, ;I8 would faver the former and hopes the UK
would also, The Eubasgy, in ; . offers the following observationsy (1)
No British government ecould ord to risk the public eritieism which muld
be levelled at it for yielding to lranian presswre; (2) Owing partly to
differing assessments of the situation to agree on a course of action in
Iren, In particular, there would be a difference of opinion on the use of
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force in the case of a Communist coup, with the UK favoring military
action to proteet its interests. (3) Should the British yield to US
pressure on the oll issue, US-UK relations would suffer from a British
bellef that they would have cbtained more favorable results by following
their own inclinations, ‘

The Embassy suggests initiating talks with the UK to work out an
intérim arrangement whereby an international board of trustees would im~
partially administer the industry until such time as a finsl settlement
could be arranged betweasn the UK and Iran,

UK Officia) Worried About 011 Shortage i1f Abadan Refinery Closes, The:

UK Under- Secretary, Ministry of Fuel and Power, currently in Tehran as
8 consultant to the Anglo-Iranian 0il Company delegation, is conecerned
over the oil supply problem in cass the refinery at Abadan closes, A4s
soon as arrangements can be completed he is coming to Washihgton for con~
sultation with oil experts here, At the same time, it is reported thet
although plans have been made for the ATOC delegation to leave Tehran
ot 23 June, the group will not leawe if there seems the slightest change
of resuming negotiations, (P, S/S Tehran 3359, 20 Jun 51). COMMENT:
The Ministry of Fuel has already conferred with British oil companies
about action necessary to offset the loss of Iranian oil and hoped to
obtain permission of the US Petroleum Administration for Defense for
Britigh eompanies to consult with US oil companies in efforts to offset
shortages, which would be acute in the initisl stages of any stoppage of
Irsnian exports,
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