Approved For Relqgée 2003/04/24 : CIA-RDP79T01 146A0Q0#00250001-9

| TOP SECRET
. 25X1 28 December 1951
CIA No. 49480
- Copy No.
- 145

" DAILY DIGEST

Office of Current Intelligence

' CENTRAL INTELLIGENCE AGENCY

This summary of significant reports has been prepared primarily
for the internal use of the Office of Current Intelligence. It does
not represent a complete coverage of all current reports in CIA
or in the Office of Current Intelligence. Comments represent the
immediate views of the Office of Current Intelligence.

*Army, Na\_ry and State Department
review(s) completed. :

TOP SECRET

25X1
Approved For Release 204 ; = - A000600250001-9

Ny A

B =)



e

1,

25X1

3,

— —

.\{

Approved For Relc¥e 2003/04/24 : CIA-RDP7ST01146A004590250001-9 |
TOP SECRET
SECTION 1 (SOVIET)

YUGQOSLAVIA. Foymer Army Cominformists relsased by regime: The Yugoslav
Minister of the Interior hasg announced the release of 137 former army
members. The edict, issued during the celebration of Army Day, announced
that these men have been convinced of the seriousness of their crimes and
can be expected to contribute "o th uilding and strengthening of our
socialist country, o e_j

Comment: The significance of this release lies in the timing of its
announcement which came during Army Day celebrations. The regime has
been releasing in the past ysapr large numbers of "re-educatgd“ Gominfbrmists,
apparently in'an effort to demonstrate the "unity" of the Yugoslav people
and the logic of Tito's anti-Soviet position. The propaganda cbjective
of this rarticular amnesty announcement may be an attempt to counteract
increasing'svidence of Yugoslav dependsnce on the West and the effects on
Communist, army personnel of reported arrests of anti-Western army officers.

8
Belgrade, in reporting the end of the fifth session of the Danube Commission,
states that Yugoslavia voted against the majority—adopted regulations cover-
ing the navigation on the Danuba,

slav argumentg® submittad during the bresent sesaion, 25X1

waters, the majority apparently fulfilled its expected role by rejecting
Yugoslavia'ts key representations,

The result of & Jack of unanimity will be the existence of two con-
flicting navigational codes on the Danube, a 8ituation which Provides an

_ Tugoslavia rejscts Hungarian'charge of illegal Yugoslav occcupation
of Hungarian territory: The Belgrade radio hag announced that there 1g
no Justification for Hungary's note to- fugoslavia charging 11legal Yugo-
slav occupation of & Hungarian island situated in the Mura River. The

o 0006002500t -61
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Yugoslava contend that the island, formed after the war by a change in
. the course of the Mura River, is still in Yugoslav tarritory.[:::%:::::]
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Comment: Yugoslavia had charged Huhgary with an 1llegal occupation

.of Yugoslav territory on 20 December, claimed that this was another in

a series of planned incidents, and stated that "our peoples will yield
no part of their territory to usurpers,"

- Hungary subsequently delivered a note to Belgrade asserting that

the island had been seized 11legally from Hungary by Yugoslav peasants
who were unlawfully cutting timber,
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2. IRAN. Iranian Prime Minister refuses to sign Mutual Seourity Act agreement:
Frime ¥Inlster ¥oseadeq has egain refused to conslder signing the agroenment
required by the Mutual Security Act which provides among other things that

the recipient country contribute to the "defense of the free world." He
insisted that if formal signatures are required, the matter must be_presented
to the Majlis and the Senate. He steted thet he would be neutral in presént- -
ing the matter mnd suggested that Ambassador Henderson might judge for him-
self whether or not Parliament would be willing to give the required assur-
25X1 ances. | ~

Comment: There are no indications that Mossadeq will becoms more amen-
able To signing the agreement provided for in the Mutual Security Act. In
- their present mood the two Iranian Houses will hardly act quickly or favor- 25X 1
ably on a political matter of such an explosive nature. .

’
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AFGHANISTAN. India may be supplying arms to Afghenistan: An Afghan Army
coYonel told & U5 Fmbassy represené’EIve That he had Juet returned from an

.arms purchasing trip to India,

The Epmbassy comments that these arms may be part of India's assistance
to Afghanistan in return for the latter's pressure on Pakistan.regarding
Pushtoonistan. The Embassy further stetes that the only way Indian arms
could reach Afghanistan at present would be aboard planes of the Himalayan
Aviation Company, Ltd., which recently inaugurated an otherwise apparently

unprofitable weekly “EEQ'T from India to Kabul via Iran. - 25X1.

CHINA. Chinese Communists plan modernizetion of Tibet: The Chinese Commmists
Lave launched a progrem for short-term modernlzatlon of Tibet, aocording to
Indian press reports. This program is said to include building of motorable’
roads, construction of a radio. network in southern Tibet, installation of a
printing press, eleetrification of important towns, opening of technical
schoo)s, and establishment of a state bank. It is reported that the modern-
igation program is supported by the Tibetan Government and that the Dalai

hag appea ' for financlal contributions.

Comment: Short-term modernization of Tibet will necéssarily be rudi-
mentary., The Communiets ococupying Tibet need transportation, commmication
end propaganda facilities in order to effect the political and military in-
tegration of that region with China proper. As such faocilities are develpped

~ in Commmist Tibet, the stability of adjacent territories in the Indien asphere

\will becoms threatened.

The foroing of a degree of technical culture upen Tibetans will contribute
to the ultimate elimination of Tibetan feudal traditions. It is - assumed that
eny public appeal made by the Dalai Lama was diotated by the Chinese Communists,
who plen eventually to expropriate the Tibetan monasteries end nebility. 25X1

Unidentified POW's seen at Dairen:PJm |
repor ng seen abou 's ‘being escorted through the

Lairen dook area by Chinese guards on 16 November. The identify of the FOW's
¥ho were taller than their guards, was not apparent. 25X1
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_ Comment: This report doe# not specify whether the prisoners were
Caucasian. If so, they might have been either Soviet troops in the Port
Arthur naval bdse area or UN FOW's taken in Korea. Several thousand of the
latter have been reported at varicus pointe in Communiat Chins.

KOREA. FECOM bellieves Commumisiswill continue on defensive: As the 20-day
period of relative mllitary Jnmotivity In Korea approaches an end, Far East
Command interprets the meager evidence available az indicating that the
enemy will oontinue on the defensive. FECOM oites as evidence that Communist
artillery 1a still disposed in depth and a great part of it will necessarily
have to be moved forward before the enemy can engage in offensive operations.
Some FOW's have asserted that their units' missions are defensive and will
remain so until mid-Pebruary, whils other FOW's have reported that their
unite are engaged in preparing defsnsive positione. No major troop move-
ments have besn noted during the past 30 deys, which would suggest that an
oi‘fensive is not imminent. A

F‘EGOM warns, however, ‘bhat the enemy's 1ogiatios.1 build-up, his inorea.sing
air power, and his strength on the ground--partioulerly in armor and artillery

=-point to his retention of the capability of launching a m.jor offensive. ‘

" President Rhee states that he will not oppose plenned constitutional
smendment: A%t the Iwelfth regular sesslon of the ﬁa.tional Assembly which
oonvened on 20 December, President Rhee made the "startling and quite wn-
expeoted" statement that he would not oppose the proposed constitutional
amendmént which makes the ‘cabinet responsible to the assembly‘. The US Mili-
tary Attache comments that there is no indication yet &8 to the real ressons
for Rhee's ennouncement or if he merely intends only to give l:lp service to
the statement. |

Comment: The amendment provides for the asaignment to sach ministry
of one member of the National Assembly as & vice-minister, who would act
in an executive capacity and be a limison man with the assembly. Rhee may
have aoduiesced because of pressure from within his own pa.rty, a ms.;jority
_of vhich favors the bi 11.
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FRANCE. De Gaulle attacks Burcpean integration plans: A recent statement

by General de Gaulle is interpreted by the US Embassy in Paris as a possible

forerunner of attacks agalnst the US and French Governments for having -

- failed at European unification by allowing Germany to become‘too powerful.

At a recent press conference, De Gaulle gave the first indications that
if his current bitter atitacks against the European Army should fail, he would
then launch an assault on the alleged German comeback, saying that German
"hegemony™ could have been prevented had he been granted power in time, The
General predicted that the present "weak piecemeal approach" to European
integration would lead to "disappointment and disgust" with. the Buropean -
idea, and would result im the failure of European union and in *Atlantic
disunity, " :

Comment: Both the current Gaullist line and these indications of future -
party tactics spell continued difficulty for the middls-of-the-road govern—
ment. De Gaulle's criticism closely parallels Communist vituperations against
the European Army and the "American occupation of France." Such a propaganda
assault is especially serious in France, where popular sentiment is innately
apprehensive both of foreign troops on French soil and of the rebirth of a
German war potential,

'AUSTRiA. Soviet—confrolled enterprise supplies railway tank cars to the

West: An Kustrian mamdacturer under Tho control of The Administration of
Soviet Enterprises in Austria (USIA) is reported to have accepted a large
order for railway tank cars from the Turkish National Railways and to have
succeeded in delivering a portion of the order to Turkev throush an Italian

' middleman. [ two 25X1

3.

Soviet directoTE 6T The Tirm waTe colncidentally removed from their positions
while the transaction was in progress, but a third is reported to have
consummated the deal on the plea that USTA needed the dollars involved. The
Soviet Military Bank in Vienna alleredlv handled the financial arrangements.

Comment: While Soviet-controlled enterprises in eastern Austria have
heretofore offered surplus and non-strategic items to Western buyers in
return for needed foreign exchange, the export of tank cars must be regarded
as indicative of either a pressing need for funds or unusval zesl on the
part of individual plant directors. : ‘

NETIERLANDS.. The Dutch oppose other European Defense Community nations on
internal defense force issus: The Dutch delegates to the Paris Conference
on a Furopean Defense Comnunity will accept the plan favored by the- French,
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Germans and Italians, whereby all internal defense forces would form part
of the Furopean Defense Force, provided that only the naticnal governments --
and not the Defense Community —— have the authority to commit any of these

forces to SHAFE.

The Qerman delegate, suspecting that the Dutch are trying to retain
the nucleus of a national army, states that if the Dutch plan is adopled
West Germany will also have to create some national forces in order to secure

Bundestag ratification. A 25X 1

Comment: The German delegate's remark is prompted by his Parliamentts
insisfence on equal “reatment in the Buropean Defense Community. . Since the
Allies, and especially the French Government, oppose the formation of any
German natlonal forces under a wholly German command, the Dutch. proposal
would in effect discriminate against West Germarny.

The Netherlands and Belgium have intimated a willingness to accept a
common budget under international control in exchenge Tor a longer tran-
sition period (see following articls), This may lead to conciliation on
the less important issue of inbernal defense forces.

BELGIUM-THE- NETIERIANDS. Benelux indicates compromise on common budget
proposal: - The Benelux delegates to the European Defense Forces conlference
flave indicated a willingness to accept a common budget under international
control in exchange for a longer transition period. The Dutch and the
Belgians have intimated that if there is agreement for a transition period
beyond the proposed December 1953 deadline, they will agree to a common

" budget arrangement for the definitive period following. 1In general, agree-

ment was reached that this common budget would include all expenditures of
the EDF forces and institutions. ] : . ) 25X 1

Comment: The Benelux delegates have heretofore been adamant in their
opposItion to a common budget under international control. Their apparent
willingness to compromise will eliminate one of the largest stumbling blocks
in the EDF plan, on which the EDF Ministers are now meetling to iron ocut the
‘remaining difficulties and to reach agreement in time for the February NATO

meeting in Lisbon.

ITALY. Ttalian ratification of Schuman Plan expected: The Foreign Affairs

Committee of the ltallan Chamber of Deputles has already begun consideration
of the Schuman Plan treaty, but the US Embassy in Rome believes ratification
by both Houses will probably not be achieved until some time in February.
With ratification in principle supported by all the democratic parties, it
is practically certain that Parliament will take favorable action after some

debate.r
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Comment: The majority Christian Democrats, with the support of other
moderate parties, should experience no difficulty in securing the billts

© passage, even though nationalistic right-wing elements may join the Communist

Party in opposition. Implementation of the treaty may be hampered, however,
by interested industrial groups who have consistently opposed ths Schuman

. Plan since its inception and have been largely responsible for the leng

delay in its presentation of Parliament,

o )

Italians fear Cabineb crisis: Opposition to the government's Budget
Ministry bill recently passed by the Italian Senate has led to speculation
as to whether a Cabinet crisis might result if it is defeated in Parliament
early in January. The bill would give added powers to the Budget Ministry,
now headed by Christian Democrat Pella. _ ‘

Differences have been reported between Pella and Finance Minister Vanoni,
and even between Pella and Premier de Gasperi, on the subject of defense
spending. Long standing opposition by both left- and right-wing Christian
Democrats to concentration of financizl powers in Pella's hands resulted
in a Cabinet reorganization in July.

. If new Cabinet changes seem indicated, De Gasperi #will certainly use
the opportunity to try to get the democratic Socialists and Liberals back 25X1

into the government." Meanwhile, democratic Socialist leader Saragat stated

on 22 December that his party would remain in the opposition until the Italian
national elections, | |

Comment: Although the Christian Democrats will probably manage to
resolve their differences temporarily in order to ensure support of the

. government in Parliament, where the party has a majority, Pellals control

over the Itallan economy raises serlous questions regarding Italy's
participation in the Western community. Ibaly's contribution to Western
defense is limited by Pella's "defense of the lira" policy, and the govern-.
ment!s ability %o survive the 1952 national elections is jeopardized by
party division over this issuve.

Because the Liherals and democratic Socialists have made it plain ever
since the spring municipal elections that they have no intention of returning,
De Gasperi may find it necessary to turn to the extreme right for support.

PORTUGAL. American aid for Portuguese defense effort urged by US Embassy:
The U3 Anbassador in Lisbom believes that political considerations make it

highly important that the US reverse its tentative decision not to program

economic aid for Portugal in fiscal year 1953. He points out that the
present Portuguese plan for defense expansion, for which Portugal secks
30 million dollars, is the result not only of American insistence on a
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‘maximum defense effort by all NATO countries, but also of Defense Minister
Santos Costa's personal cooperation with US officials and his influence on
Prime Minister Salazar. The Ambassador feels that failure to program aild
for Portugal would amount to belittling the Portuguese defense effort and
would undermine confidence in American leadership and adverssly affect co-

o?eration between the two govermments in all fields. | | 25%X1

Comment: Portugal had estimated that its minimum defense contribution
under NATO would require 30 million dollars in additional appropriations over
~the next three years. The Portuguese had insisted, however, that the domestic
economy could not support this added expenditure and that equivalent amounts
of direct American aid would be necessary, Tha NATO Temporary Council Com-
mittee declined to recommend either increased Portuguese defense expenditures
or the American aid requested by Portugal.

UNITED KINGDOM. Small rise in UK coal production secn for 1952: British
Secretary of State Ior Fuel and Power Lord Leabhers has promised MSA officials
a vigorous government effort to raise British coal production and full co-
operation within CEEC for solving Western Europe's coal problém,. . The Chairman
of the National Coal Board, however, in a later conversation predicted that
British output for 1952 would rise by not more than four million tons, while

rﬂﬂiﬁm&'ﬁlﬁ_mim.an'_blons might be saved by "improved" consumption.[ |
. 25X1

9.

Comment: MNine million tons » which represents an increase of about four
percent over Britain's 1950 coal production, would go less than halfway

- toward meeting Western Europels urgent need for non-dollar coal, During

195) the various Gontinental countries were scheduled to import 28 million
tons from the US, thus significantly worsening their international payments
position, Although the UK has been exporting some coal to the Continent,
it is itself scheduled to receive 750,000 tons of US coal in the first

_qtlarter of 1952, - 25X1
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'Bolivian Ambassador says US tin policy éndangers good-neighbor

BOLIVIA.

Eo GE
is country is losing confidence in the good-neighbor policy because

" the US Reconstruction Finance Corporatlon, in violation of such inter-

national agreements as the Bogota Charter, has fixed arbitrary prices for

Bolivian tin, He declared that "for the US the issue represents the price

of two bombers; for Bolivia it meahs an economic crisis...." He added thai

what is being done today with tin may be done tomorrow with.copper, coffes,

rubber, and other South American raw materials, | I 25X

" Comment: Earlier in December the Bolivian Government anndﬁnﬁed~that‘
at a propitious moment it would ask the Crganization of American States to
Judge the prolonged Bollvian~-US disagreement over the price of tin, Mean-

while, Bolivian diplomats have been seeking support for its position in

other Latin Americanscountries, many of whom share Bolivia's views regarding

the def ense of prlmary producers. . - 25X1
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CHINA/INDIA. Indian Government attempting to influence Peiping's position
on Korea: The Secretary-General of the 1ndian Ministry of External Affairs
recently told the American Ambassador that the Government of India concurs
in the view that Chinese failure to make Yreasonahble agresmentg® in Korea
would be a further indication of Soviet control of Peiping's policies. The
Indian official indicated that his government wag making this p01nt
Wyigorously® to the Peiping regime.

The Indian Ambassador to Peiping told the American Ambassador that he
was confident of a successful conclusion to the Korean negotlations. Con-
ceding that such an agreement would require a “drastic change" in Peiping's
attitude, the Indian representative stated that, upon his return to Peiping
in late January, he would make "every effort" to induce Peiping to modify
its position. | |

Commént: It is questionable that the Indian Charga in Peiping is in a
positien to make any point “vigorously," as he apparently does not have access
to the top officials of the regime. While the Indian Ambassador may attempt
to influence Chinese Communist leaders upon his return, the prospeots for
success in such an effort are poor. Indian representations in the past have
had no dlsoernible effeot on Peiping s policies. :

JAPAN. Political Adviser comments on significance of Japanese cabinet

reorganization: The reorganization of the Japanese cabinet on 25 December

“caught both politicians-and the public by surprise, according to US Political

Adviser Sebald. He reports that the purpose of the change is threefold:

to reduce internal Liberal Party friction, tc strengthen the cabinet for the
coming Diet session, since an increase in the effectlveness of the oppogition
Democrats is anticipated, and to effect the continuation of the Yoshida
cabinet after the peace treaty comes into force.

tn the transfers of individuals; Sebald comments that the promotion of
Chief Cabinet Secretary Okazaki to State Minister is significant. Yoshida
intends to make Okazaki the Foreign Minister after the Occupation; meanwhile,
he will play an important role in negetiating the administrative agreement
under the Security Treaty. Sebald belleves that Qkazakils appointment
gtrengthens the government's hand in foreign relations. .Ohashits transfer
from Attorney General to State Minister will make him available. to head the
proposed Ministry of Internal Security. | | 25X1

Comment: In general the Japanese press has viewed the reorganlzatlon
with considersble skepticism and has termed it & mere reshuffle. It probably
does not materially strengthen Yoshida's hand in dealing with the Diet
opposition. .
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The Japanese press has already announced théﬁ Yoshida has virtually
ordered the Foreign Office to take its instruetions from Okazaki.

SECTION 3 (WESTERN)

BRAZIL ngptiations on supply of strategic materials to US authorized-

The Foreign Minister has informed the US Ambassador that the Brazilian

National Security Council on 22 December unanimously authorized President

Vargas to negotiate agreements with the US cn the supply of strategie

materials. Vargas has instructed the Foreign Minister to conduct these 25X 1
negotiations scon. The Ambagsador states that he "will endeavor to secure
clarification of the action taken by the Security Council and the scope of

the Foreign Ministerts instructions.n |

Comment: The significance of the Security Cowncills actdlon is nob
known. 1Ihe move may be a face-saving gesture, since Brazil has still offered

'no material aid for the UN struggle in Korea. On the other hand, it may be

an effort to obtain additional railway equipment, since any appreciasble in-
crease In the supply of strategic materials to the US depends heavily on the
improvement of Brazil's transportation system."
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