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SECTION I. SUMMARY OF TRINDS AI'D DEVELOPMENTS

The potential of aircruft as & means for the clandestine transe
portation of embargoed products from Tiestern Europe to the Satellite
States and semsitive areas in the Necar East continues to be exploited
by countries in the Soviet orbit. (Item No. 1, B)

In an e¢lfort to circumvent Greek and Italian prohibitions of
Czechoslovak commercial flights to the Neer Fast, the Czechoslovak
airline (CSA) may attempt to insugurate scheduled eir services to
Israel via Albania. (Item No. 2, B)

The first incident involving major interferencé by Chinese
Nationalist naval craft with US vessels entering "blockaded" ports in
North China mey shortly eventuate if the US-flag Isbrandtsen Line
carries out its intention of sending two freightérs to Shanchei. Any
move by the Chinese Nationalist Government against a US vessel
trading with Communist-hcld ports would inevitabiy bring to a head the
question of thé lepality of the Nationalist "blockade." It might also
require the US Government to take official action on the "blockade"

and commit itself to a apccific policy regarding trade with Communist
Chinao (Itéﬂ] NOu 3, B)

The Zisinclination of the Netherlands Goverment to permit
&y major conustruction of merchent vesscls in its shipyards for the
USSR is reflected by current shipbuilding activities in the Netherw
lends. Although the trade agreement concluded in June 1948 botween
the Netherlands and the USSR included & clause providing for the
negotiation of shipbuilding contracts, there is still no activity
whatever in Dutch yards for Soviet account. (Item No., 4, B)
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SECTION II.  CURRENT DEVELOPMENTS

.~

oo, -
CIVIL AVIATION {F,I
1. The pn:ten.t.ial.a.t‘_axnmﬁs_n& a means.for_the clgndestine transpore
tation of emb ;gocd,pnod:;ctamfxog Vigstern Europe tp._the Satellites
States and sepsilive.aress.ip, the u_e_g;_m:..,contmues__tg_be., exploited

“* by countries in the Saxiet onhﬂ'm_

Throughout 1948 thls...t-r,a.fi‘.j.c. wag_noted prineipally in the fuxpishe-
ing of armg and ammunition as well as complete q.i.g,_;;ggt._to,.lsrael in

viclation of the UK Truce. With the q%tabligbgont of controls qwer
exports to Bastern Burope in conn&etioy with the ECA program; and
Implementation of the joint US-UK policy denying aviation equipment to
the Satellite countries, efforts to transpor't such contraband by sire-

qreft appear to have :moreasad.

The girlift of proscrlbed goods to Eastern Europe is argenized on
an internatiopsl.sesle, This is borme out by & report from-a reliable
gource to the effect that large shipments of roller bearings from Italy
are flown out of Zurich to Praguc for distribution to Rumanian in-

dustries., a"&l‘his traflic is estimated to.bawe.toteled approximately 20
tons Qur;pg,ppe_permdj.ebmarymﬁay_lsg_gg&;g_gmec,teg to g_,gtmue.
"It has long besn WM@MJ_&JM@L an in-
creasingly serious_supply problem.for. the most important Satellite’
airline, CSA of Czechoslovakia, 1In spite of ite difficulties, however,
this asirline has maintained its extensive intermational schedules.
Apparuntly CSA*RaE carefully orgenized its offort to scquirs spare
parts and replacements through_clandestine_means. Flight crews are
- encourared to obotain such material when they cell at Western airfiolds.

(
l

JAnother orgenization.apparently-attenpting-to-evade.Nestern, -
expdrt controls is tho Polish Airline {LOT), which flies an inter-
national route Prom warsew to Paris. Despite the low traffio potential
(pessen;er loading averages only 38 percent of capacity), LOT is

RET
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attempting to secure French permission to double the mumber of flights
-oach month. <Coincidontally,’ reports indicatd that undercover apents
are being established-in-Swituerland.and_France to procure special
aviation edquipment and blind flying instruments urgently needed by the
" Polish clvil airline and_the Polish Alr Force, (Secret) .

2. In an effort to circumvent Greek and Italian prohibitions of
Crechoslovak commercial flights to the Near East, the Czechoslovek aire
line (CSA) may attempt to ineugurate scheduled air services to Israel
via Albania. CSA is reportedly modifying its Soviet-built IL=-12 trans-
ports (presumebly to increase their range capabilities) for operation
‘between Prague’ and Lydda, with stops at Tirana and Nicosia. Although
‘the prime¢ motive for the reported Czechoslovak move may be the restora-
tion of CSA's former lucretive air traffic to and from Isreel, the new
routing may also be designed to supplement:the USSR's airlift opera-

- tions’ to Albania, or to replace such operations should the present Titow
Cominform rift lead to the cessation of Soviet flights across Yugoslav
territory.  (Secret)
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3. " The first incident involving mﬁiéﬁ interferance by Chinese

Hationalist naval craft with US vessels entering “blockaded" ports in
North China may shortly eventuate-if the US-flag Isbrandtsen Line
carries out its intcntion of sending two freighters te Shanghai,
According to the company's agents in Manila and Shanghai, respectively,
one vessel on 26 August was.loading cargo-in Manile "consigned to
North China ports end Shenghai”, and ancther vessel iz scheduled to
arrive at Shanghai about 9 Septembor. '

On 23 August a Chinese nawal oraft prevented a British merchant
vessel from entéring Shanghai. The Chinese Government appears to be
inférmed of Isbrandtsen's intentions, because the First Secretary of
the Chinese -Lepation in Manila has requested information on the

‘matter [rom US Fmbassy Manila, stating that if it were true "that this
American vessel is proceedinpg to North China, this is very interesting.”
Any move by the Chinese Nationalist Governmment against a US vessel
trading with Communist-held ports would inevitably bring tc a head the
question of the legelity of the Nationalist "blockade.” It might also
require the US Gowermment to take official action on the "blockade"

and commit itsslf to a specific policy regarding trade with Communist
China. {Confidential) X
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4, The disinolination of thd Hebherlenua‘ Government by pensit
eny najor.conatruotion: of merchant VOCROLA. L LE8 ahip}u’r?:la Ter-the .
USSR is refledted by bufrrent shipbuilding aotivitios if’ the' Nethorw
lands. Although the trade. -agroement éoneluded in Jume ‘1948 boweén
the Netherlands and the USSR ingluded & clause-providing, for tha .
negotiation of shipbuilding contrabts, there is still no activity
whatever in Duteh yards for Soviet acoount. The following list of
contracts in the Netherlands for counitricas in Eastern Europe revesls,
moreover, that Polend and Czechoslomkia -through vhich the USSR

.might have attemptod to plaoe dmmny orﬁeru, will receive very little
under current contracueq

By contrast, construction for F:.mish and Yugoelav account, which
will not improvo the Soviet position under existing pelitionl ciraune
stances, is substantial. The group of large: end modsrn freizht and
pessenger ships, for sxemple, will prcvide an important qualitative

fwprovenient in the merchant ahxﬁping pasition of Yugoslavie by the end
of 1950. (Cunfidential)

SHIPS URDER COHSTRUCTIOR OR UNDER GON"'RACT N ™E
NB'I'HERLJ‘I"DS FOR EASTREN EUROPE AS OF 30 JUH'E 1949

: CONTRACT

KUMBER AUD TYPE PRICE PROBABLE
OF VESSEL - 81Z8.  (¥LORITS) DELIVERY DATE
- h ‘ Ceechoslovalia )

1 .
Finlend
1 coasntal cargoe 825 ton 676,000. - Owd9
© 1 coastal eargo 826 ton . 820,000 Ausg9®

1 cargo~pass. . 4000 ton 3,842,900 Dw49

1 cargo : 6000 ton 5,826,000 S50

1 cargo 800 ton 814,760 D=48

1 cargo-pasg.. - 4000 ton . 4,198,800 - DeEQ

2 Dump. barges - 52,000 7 Au-49

16,224,450 -

S
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.SHIPS UNULR COHSTRUCTION OR UNDER CO!‘TRACT IN 'I'HE
. NETUERLANDS ‘FFOR EASTERN BUROPE AS OF 20 JUNE 1949

NUMBER AND TYPE

OF VESSEL -

3 pilot boato

& double screw

tugboats

.8 single sérew ’

- ~tughoats -

- &-1cebreakers
- 2 harbor tug~

boats
4 pontoon
eranes

i e
sargo-pass.
SArgo~pasn.
Cargo=pass,
‘cargo<pass.
CRIgo-pass.,
CArgo=-pass,
motore
1 floating
dorrick

B W e e e e b

(cont'd)
CONTRACT
. TPRICE
912E ( FLORENS)
X FPoland
- 273,681
600 hp. 5,512,625 -
250 np. 2,714,652
400 hp. 1,512,050
436 hp. 1,492,000
o 5,266,000 - °
12,560,508
Yugoslavia
9100 ton 8,836,000
8100 ton 6,838,000
3900 ton 4,272,800
3900 tom 4,212,800
9000 ton 4,627,800
8000 ton 4,034,000
4900 hp, 5,750,000
360 tom 1,450,000
' 42,752,200
fotalt 72,637,558

Us. $27,311,722

SRS

L4

PROBARLE
DELIVERY DATE

. Jq-pi4§
© JemDed9

© JemDu49
Je-D-49

-_JeaDaQQ

" Je=D=50

0=50
Ne50
Fa50
0-50
Jy=-49
F=50
N«51, Mr-52

0-49
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