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In light of Pushkin's pro-
posal, the Chinese Communists
appear to be seeking as graceful
a retreat as possible from the
position taken by Foreign Minis-
ter Chen Yi on 3 July.

Just before he left the
conference to return to Peiping,
Chen Yi tabled a statement call-
ing for a discussion of Laotian
neutrality. "We are not against
discussing the question of con-
trol,"” Chen Yi said, "but we
hold that an explicit interna-
tional agreement should first be
reached...on the neutrality of
Laos." This insistence on a
prior neutrality agreement was
repeated by Pushkin himself on
10 July. Then, two days later,
he proposed his compromise.

On 14 July, Vice Foreign
Minister Chang Han-fu, acting
chief of the Chinese delegation,
introduced a statement before the
conference that, in net effect,
was an attempt to back away
gracefully from the adamant stand
expressed by Chen Yi. Pointing
out that "under certain circum-
stances, compromise is necessary,"
Chang assured the conference that
his delegation was prepared to
discuss the controls issue. He
did not, however, completely
abandon the idea that some agree-
ment on neutrality should be
reached first. Chang deprecated
the concern of "some people" that
the conference would not go on
to discuss controls "once the
question of Laotian neutrality
is discussed and an agreement
reached."”

In Laos, political develop-
ments continue to evolve slowly.
Premier Boun Oum has accepted
a proposal by Souvanna Phouma to
neet in Phnom Penh for follow-
up talks to last month's meeting
at Zurich at which agreement in
principle was reached to form a
coalition government. No date
has been set pending word from
Pathet Lao leader Souphannouvong,
who has been insisting that such
talks be held at Namone. The
apparent lack of coordination
between Souvanna and Souphannou-
vong on this matter may be a
further indication of differing
viewpoints which have been
detected in the intermittent and
unproductive proceedings at the
Namone truce site.

Various reports continue to
be received of friction in the
field between Souvanna supporters
and the Pathet Lao, and in time,
this could take on significance
at the national level. For these
reasons, and because of the gen-
erally quiescent military situa-
tion, General Phoumi lately has
exhibited a more buoyant attitude.

There are some signs that
the Pathet Lao is growing restive
under the existing impasse, and
is becoming increasingly suspi-
cious that Phoumi's forces intend
to redress the military situation.
Pathet propaganda is accusing
the government of violations of
the cease-~-fire, and is again
belaboring alleged employment of
Chinese Nationalist irregulars
in the government's ranks.
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EUROPEAN SPACE RESEARCH PROGRAM

After several months of
hesitation, 11 Western European
nations are apparently preparing
to move ahead with a cooperative
effort to develop a vehicle ca-
pable of placing a satellite in
orbit about 1965. Critics have
alleged that the project is de-
signed to permit Britain to
salvage something of its invest-
ment in the Blue Streak missile,
now abandoned as a military
project; that it will duplicate
scientific feats accomplished
some time ago by the US; and
that it may involve a potenti-
ally risky "spreading" of mis-
sile technology.

However, London and Paris,
the sponsors of the plan, have
evidently dispelled some of
their partners' reservations,
and now that Bonn in particular
has been won over, the necessary
convention is expected to be
drafted in the next few months.
Other interested nations are
Italy, Belgium, the Netherlands,
Norway, Sweden, Denmark, Spain,
and Switzerland.

The program is essentially
that drafted at a conference in
Strasbourg last January. - It
calls for an expenditure of
about $196,000,000 over the next
five years-—-over 70 percent to
be provided by the UK, France,
and West Germany. A converted
Blue Streak would be used as
the first stage of the launcher,
the French Veronique as the sec-
ond, and the third stage would

be developed by the participants.

The resulting vehicle is ex-
pected to have the capability

of placing a 2,000~pound payload
in low orbit, or of undertaking
a 100-pound lunar probe. In-
itial tests; at least, would be

European scientists, be-
lieving that the Blue Streak may
be already obsolescent and that
final costs will greatly exceed
expectations, have been less
than enthusiastic about the
project. However, prestige con-
siderations have been advanced
for proceeding with it, and Lon-
don is krown to have been anxious
to initiate a program “which:
would include members of both
the Common Market and the Outer
Seven. Despite US offers to co-
operate with the European nations
in lifting satellites into space,
it has been contended by those
favoring an independent effort
that Furope should not count on
American support in fields of
space techunology--such as commu-
nications--with important com-
mercial applications.

The space-launcher program
is distinct from but will be
closely coordinated with the
Eurcopean Space Research Organi-
zation (ESRO), which is charged
with the development and instru-
mentation of the actual satel-
lites. European scientists
themselves took the initiative
in launching this cooperative
effort last year. ESRO has made
considerable organizational and
planning progress since then
and could begin functioning in
about 18 months. Draft plans
call for ESRO to undertake 20
rocket probes of the outer at-
mosphere in the first year of
operation and 50 in the second.
By the third year a small satel-
lite would be put in orbit, with
a larger satellite following in
the sixth year. Sources have
stressed that these satellites
would be "highly sophisticated”
and that some 300 scientists
would be working on their pre-

from the Woomera Range in Aus- paration at a technical
tralia, but other sites--some center. |
of them in Europe--are under Concurred in by OSI)
consideration.
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SOVIET MIDYEAR PLAN REPORT

Preliminary analysis of
the report on the operations of
the Soviet economy in the first
half of 1961 clearly indicates
some modification of planned
goals for 1961 and difficulties
in achieving economic objectives.
However, the extent of these
two developments is as yet un-
certain, and in production of
specific basic commodities~-
such as steel, oil, and elec-
tric power-~-high rates of ex-
pansion were maintained. Ag-
gregate industrial output is
claimed to have grown 8.4 per-
cent compared with the first
six months of 1960, a rate
slightly less than in the past
several years, but sufficient
to keep industrial production
well on the way toward achieving
the 1965 targets.

Investment, on the other
hand, is not growing at the
scheduled rate, and for some
industries, particularly
chemical and machine building,
there are clear departures
from the 1961 goals. A con-
tinuation of the first half
year's investment performance
could jeopardize a continuation
of the rapid rate of economic
growth. This poor performance
in terms of Soviet plans to
catch up quickly with the US
economy could have resulted
from numerous interrelated
factors, including the organi-
zational changes of the past
year and the confusion re-
sulting from strenuous efforts
to raise drastically the average
level of Soviet industrial
technology.

On the other hand, invest-
ment performance might also
reflect the transition of the
economy as it begins to im-~
plement Khrushchev's promises
for a significant increase in

allocation of resources for

the consumer. The decline in
state housing construction from
17,000,000 square meters in the
first half of 1960 to 15,000,000
in the first half of 1961 does
not offer much support to this
theory, however.

Increased orientation of
the economy toward meeting mili-
tary requirements is also a
possible but unlikely explana-

tion of the investment anomalies.

There is little or no direct
evidence of such a development,
other than Khrushchev's an-
nouncement on 8 July that mili-
tary spending in the last half
of 1961 would increase by 3.1
billion rubles.

There is no evidence that
public denunciations of inade-
quate agricultural production
or inflated agricultural sta-~
tistics have had the desired
remedial effect. However, the
report reflects a more normal
situation in agriculture than
prevailed in 1960. Although
the total sown area claimed in
1961 remained at about the 1960
level, the acreage of wheat has

USSR

STATE CAPITAL INVESTMENT IN INDUSTRY
(PERCENTAGE INCREASE |

1959 MID1960 1960

OVER OVER OVER OVER PLAN
1958 MID 1959 1959 MID 1960

MID 1961 1961

Chemicals 59 41 33 12 42

Metallurgy 22 18 12 10 NA

Oil & Gas 14 8 10 1 16

Engineering 39 29 23 15 40

Wood & Paper 17 10 6 NA NA

Construction Materials 15 8 16 9 NA

Light & Food Industries 34 21 15 16 54

Machine Building 39 29 23 15 40

STATE CENTRALIZED CAPITAL INVESTMENT
( BILLION RUBLES )

Mid 1960 1.3 Mid 1961 12.2

1960 25.5 1961 Plan 29.0
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increased. Communal livestock
herds are somewhat larger than
a year ago, but the size of
private herds failed to in-
crease. Meat output during
the first six months of 1961
was probably less than during
the same period in 1960.

Capital investment--ap-
parently only investment by the
state--in agriculture increased
19 percent. Because the sown
area in the state agricultural
sector increased 25 percent in
1960, primarily as a result of
the conversion of collective

farms to state farms, this in-
crease is unimpressive. The
rapid pace of these conversions
has continued during 1961; as
of 1 July there were one mil-
lion more workers and technicians
in the state farm system than
a year earlier.

The machine-building and
metalworking industry as a
whole performed creditably dur-
ing the first half of 1961, with
claimed gross output increasing
15 percent over the first half
of 1960. Production of chemi-
cal equipment, however, which

25X1 [ | SOVIET PRODUCTION OF SELECTED ITEMS
PERCENTAGE INCREASE NNUAL PERCENTAGE
lm(l p:;;u:rp:' E::J‘['::c :poi'c‘fﬂm] IPRODUCI’IIO:J)IRST HALF |PRODUCTION FIRST HALF "R::; :TA::MI_ 5916;68"“ ;;Ab"‘ msc:\;::i':::nﬁ AT: ;::::"
CRUDE STEEL 32 34.9 ° 7.3 6.6-7.4
PIG IRON 22.9 2s ° 51.2 7.4-8.5
ROLLED STEEL 25.2 27.2 8 55.3 6.2-7.2
CoAL 257 255, -1 5.7 2.7
PETROLEUM 70.6 79.7 13 164 1.1
CEMENT 21.7 24,3 12 51 12.3-13.5
‘5‘.?.!.':'.? m'{!" 144 157 ] 327 1M.7-12.1
(BILLION C?J?Isc METERS) 2.5 28.8 2s 61.3 25.3
tﬂim'fﬁguiagllmﬂim 103 118 13 NA 18
"o?ustlll'l‘lgu(ss.‘oﬁ::i ':'E‘:::l) 7 15+ -10 6.5 4.4
e ——————————
PEF'I‘:E;.THAAGLEF IINglgEOASE PERCEN';I'&GNENE%CREASE
OVER FIRST HALF 1959 | 1961 ovir 1960
oRgE: BT 10 .8 e s.6-8.8
“‘"}: I';‘R:lfs‘{g‘“" 6.4 6 3.5* 5.5-6
W | A |
| e | e

*Sald to exceed plan.
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had increased spectacularly in
the first two years of the
Seven-Year Plan, showed a con-
siderable decline in rate of
growth. Sonme threat to the
construction of thermal power
stations was posed by the in-
ability to master serial pro-
duction of large-size turbines
and generators. Most types of
agricultural machinery showed
substantial increases except
for a sharp absolute decrease
in production cf grain-cleaning
machines.

Were it not for a short-
£a1l in housing construction,
the performance in state con-
struction-installation work in
the first half of 1961 relative
to plan would compare favorably
with similar periods of recent
years. The acquisition of
machinery and equipment ap-
parently continues to lag more
seriously than construction-
installation work. While the
growth of building-materials
production is ahead of 1959~-690
rates, the volume of construc-
tion has increased even more
rapidly, suggesting possible
future problems.

The state plan for housing
construction was underfulfilled
by an estimated 15 to 20 percent
in the first half of 1961, re-
flecting a priority signifi-
cantly lower than that ac-
corded housing from 1957
through the first half of 1960.
Housing plans will be signifi-
cantly underfulfilled for the
year unless urgent steps are
taken imnmediately. This lag
is mainly the result of the
failure during the past sev-
eral years to set up the facili-
ties to produce large concrete
panels which are scheduled to
be used in a rapidly increasing
share of state-plan housing.
Resources, however, could still
be made available for overful-

SECRET
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fillment of the Seven-Year Plan
for housing.

The reported rise of
3,200,000 in state nonagri-
cultural employment was larger
than the average gain reg-
istered during 1959~-60 (2,500,~
000), which in turn was con- '
siderably above the annual in-
crease called for by the Seven-
Year Plan (1,700,000). The con-
tinuing rapid growth of employ~-
mant, des»ite the retarding
effect of World War II birth
rates on the growth of the WOr R~
ing-age population, may be at-
tributed to larger percentages
of housewives, teen-agers, and
servicemen demobilized in 1960
now in the labor force.

The more rapid growth in
enmployment over the past year,
compared with that in the pre-
ceding two years, was probably
also related to the reduction
in the workweek from 48 to 41
hours. Employment, moreover,
will have to continue to grow
rapidly if shortfalls in pro-
ductivity are not to affect
output goals. The claimed in-
crease in labor productivity is
considerably less than originally
planned. The report states,
however, that first-half pro-
ductivity was fulfilled, sug-
gesting that plans have been
revised downward.

Soviet foreign trade in
1961 will fall short of the
planned increase of 6.5 nercent
for the year, as an increase of
only 2 percent was achieved over
midyear 1960. This lag is at-
tributable to curtailment of
{ino-Soviet trade in the first
three months of the year, prior
to the signing of the trade a-
grecment in April. If trade with
China is accelerated during the
second half of 1961, over-all
Soviet foreign trade may come
closer to attainment of the
planned goal. (Pre~  25X1
pared by ORR)
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POPULAR DISCONTENT IN EAST GERMANY

While an uprising does
not appear imminent, reliable
Western observers comment that
the temper of the East German
populace is such that a rel-
atively sudden and acute in-
tensification of antiregime
feeling could occur--with an
increasing possibility of
spontaneous ocutbreaks. The US
ambassador in Bonn believes that
any attempt by East German
authorities to seal off escape
through West Berlin, coupled
with a resort to harsher eco-
nomic measures, could lead to
a "real possibility of ex-
plosion." The refugee flow in-
to West Berlin continues at a
high level.

As of 18 July, no anti-
regime incldents or cases of
"underground" plotting had been
reported)| \
although a number of refugees
had made statements which
Western newsmen interpreted as
indicative of an incipient re-
volt. Such news reports have
not been confirmed.

The East German populace
remains alarmed over the pros-
pect of war over Berlin and the
realization that Soviet'propos-
als for a peace conference are
intended to perpetuate the
status quo--which is generally
taken to mean a continual de-

terioration of living conditions.

Efforts by regime officials to
reassure the people seemingly
have met with little success,
probably because the people,
on the basis of conflicting
speeches by the leaders, ex-
pect the regime to resort to
harsh steps to stabilize the
situation.

In a speech on 6 July to
the Peoples' Chamber, the East
German legislature, party boss
Ulbricht denied that Moscow's
threat to sign a separate peace
treaty, if carried out, would
lead to East-West conflict.
"There will be no shooting, but
negotiations...everything will
proceed carefully, nothing else
has been proposed. We shall
never resort to nonpeaceful
means unless we are attacked."

Ulbricht's attempt at
calming popular fears was under-
cut, however, by party secretary
and politburo member Erich
Honecker's warning to the central
committee that East Germany must
adjust its economic plans "even
though this will burden our
economy for some time." Honecker
hinted at hard-line measures to
counter shortages of quality
foods, inadequate supplies of in-
dustrial raw materials, and a
further lag in the growth rate
of industrial production. He
implied that it might prove
necessary for the rest of the
bloc to underwrite the East
German economy for the foresee-
able future if a separate peace
treaty resulted in Western re-~
strictions on trade.

The portent of Honecker's
remarks, and statements by other
regime leaders, has not been
lost on the East German populace.
The refugee toll continues to
mount, with 14,279 arriving in
West Berlin between 1 and 17
July, compared with 19,198 for
the whole month of June. Nearly
4,000 refugees were registered
by the US element at Marienfelde
in West Berlin during the three-
day week-end period from 15
through 17 July, with daily
figures of 1,284, 1,240 and 1,334,
During the week end of 8-10
July~~the first following the
conclusion of the regular school
year in East Germany and the
central committee plenum at
which Honecker spoke--3,644 ref-
ugees were registered,

The refugees apparently are
taking advantage of the summer
week ends to pose as sight-
seers and vacationers in order to
escape detection by security
authorities. They do not ad-
vance personal grievances as
a reason for flight; rather, they
credit "rumors'" or cite a series
of seemingly minor irritations.
Except for young men of military
age, no particular age groups or
professional categories pre-
dominate in the flow.

Dissatisfaction has spread
from the industrialized urban
centers to the countryside, which
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was the scene of last year's . that "no peasant must consider

collectivization drive. leaving” a collective farm and

Gerhard Grueneberg, the hard- ordered party functionaries out

line party secretary with over- into the countryside to "discuss"

all responsibility for agri- what he called "complications and

culture, declared on 14 July troubles." ‘ ‘ 25X1
BERLIN REFUGEE FLIGHTS | | 25x1
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NEW ANTICHURCH MEASURES IN POLAND

The Polish regime is taking
a series of steps intended to
weaken the ability of the Roman
Catholic Church in Poland to '
function effectively. 1In the
process,it has rescinded many of
the privileges and tacitly grant-
ed "rights" of the church which
were based on the modus vivendi
reached in 1957 between the gov-
ernment and the episcopate.

On 14 July the Sejm (parlia-
ment) passed a bill making the
state the legal possessor of
all properties formerly owned
by Germans. This makes the
church a tenant--subject to
eviction--in 3,000 churches and
parish buildings which it has
used since 1945-46 when they
were abandoned by the German
Evangelical Church. On 15 July
the Sejm adopted a law banning
religious education in public
schools and declaring that
schools must have a "scientific
world view''--in other words, a
Marxist orientation.

A draft law on public col-
lections, which could severely
restrict and closely regulate
church solicitation of funds
from the public, is pending
before the Sejm. The Catholic
university at Lublin, the only
such church institution in
Eastern Europe, depends on in-
come from such a public collec-
tion for survival.

During the debates on 14
July it was revealed that the
five-man "Znak'" group of Catho-
lic deputies has not yet been
recognized as an official legis-
lative grouping in the newly
elected Sejm convened on 15
May--as have the deputies'
"clubs" of the Polish United
Workers' (Communist) party and
its satellite parties. This is
another slap at the church's
prestige and is a marked de-
parture from previous practice;
from 1957 to 1960 the Sejm lead-
ership actively sought the par-
ticipation and cooperation of

the then nine~man Znak group.
Znak deputies abstained from
voting on the education bill
and voted against the property
law.

The law on educational re-
form legalized what in effect
had already been accomplished.
As a result of regime 'persua-
sion," over 80 percent of the
public schools in Poland do not
offer religious instruction,
Although the regime had prom-
ised to aid the church in its
efforts to set up alternate
places for such instruction, this
promise for the most part has
not been kept.

Nevertheless, the promise
was repeated to church authori-
ties on 11 July during the first
meeting in 14 months of the
church-state mixed commission,
created in 1957 to arbitrate
problems of relations between
the government and the hier-
archy. At the meeting, which
was held "informally" at the
initiative of the regime, Bish-
ops Choromanski and Klepacz were
told by party representatives
Kliszko and Sztachelski that
the new laws were designed only
to "regularize" the existing
situation and that the regime
had no intention of aggravating
current problems. A formal
meeting of the commission has
been set for September.

Since March the militant
attitude adopted by the primate
of the Roman Catholic Church in
Poland, Cardinal Wyszynski, has
caused the regime to open a
heavy propaganda campaign against
him; recently he was publicly
attacked for trying to ''reverse
state policy.'" Wyszynski has
stiffened his formerly more
flexible posture in order to
draw the attention of the some-
what apathetic Polish populace
to what he considers a very
serious situation.

The primate's militancy
probably was a factor behind
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several recent isolated acts

of defiance of the regime by
the faithful. Included among
these are a riot which devel-
oped when the regime tried to
tear down a half-built church
near Kielce, and the organi-
zation during June of religious

pilgrimages by university stu-
dents despite an official ban

on such activities, Implemen-
tation of the new laws and other
regime advinistrative harass- 25X1
ments could lead to further

local dist

25X1

INDONESIAN POLICY ON NETHERLANDS NEW GUINEA

The Indonesian Government
is following a dual course on
its claim to Netherlands New
Guinea——maintaining on the one
hand a relatively calm atmos-
phere in which it believes ei-
ther American or private Dutch
initiatives toward a settle-
ment of the New Guinea dispute
can go forward, but on the otker
hand threatening the use of force
in order to bring about negotia-
tions. The official positions of
the Indonesian and Dutch governments
remain unchanged: Diakarta insists that
the only settlement possible is
one based on the transfer of the
area to Indonesia, while The
Hague maintains that it is com-
mitted to a policy of self-de-
termination for the inhabitants
of New Guinea.

Various Indonssian cabinet
officials stated in early July
that their government would con-
sider all possibilities which
could lead to a negotiated con-
clusion of the dispute, that
Indonesia’s military purchases
were ''not exclusively directed"
to the struggle for New Guinea,
and that Indonesia would not
take the New Guinea issue to
the UN at its next session,
Australian correspondents in-
ferred from a private interview
with Foreign Minister Subandrio
on 5 July that Indonesia would
play the issue in low key during
the next few months. Subandrio
re-emphasized on 14 July that In-
donesia is ready to open nego-
tiations "at any level," provided
they are conducted on the basis
of a transfer of New Guinesa to
Indonesian authority.

Two

Air Force Chief of Staff Marshal
Suryadarma announced on 2 July,
however, that with the acauisi-
tion of the two TU-16 jet medium
bombers from the sSoviet Union, "our
position in the framework of the
West New Guinea confrontation" has
been further reinforced. He also
stated, according to the press,
that the nation, "if necessary,
may use the bombers to end colo-
nialismin West New Guinea."

Deputy Army Chief of Staff
General Jani told press correspond-
ents that the question of New
Guinea has moved from the "heads
to the hearts" of Indonesians, and
that although the government does
not plan an armed attack, there is
a definite limit to the "teasing"
Indonesia will take on the issue.
Foreign Minister Subandrio recent-
ly warned the Australian Govern-
ment that it "should not lag be-
hind other nations such as the US
and Britain' in its "understanding"
of the New Guinea dispute.

Unofficial efforts by sev-
eral Dutch businessmen--the "Rij-
kens group"--toward resolution
of the dispute have been fruitless.
Members of the group are trying to
promote the re-establishment of
diplomatic relations between the
two capitals as a first step to-
ward official talks and a solution
favorable to Indonesia, and Presi-
dent Sukarno apparently met the
group three times during his world
tour. The Dutch Government, al-
though in contact with Rijkens
and his colleagues, publicly dis-

sociates itself from the !
activities. ﬂsm
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SINO-INDIAN RELATIONS

Prime Minister Nehru has
recently reaffirmed publicly
his hard line on the Sino-Indian
border dispute and continues
to strengthen his position on
the frontier through vigorous
military measures|

At the

same time, however, Nehru has
again evinced a desire to en-
sure that top-level channels
remain opén between Peiping
and New Delhi by permitting a
high-ranking Indian delegation
to stop over in Peiping on its
way home from Outer Mongolia.

The delegation, which
represented India at independ-
ence observances in Ulan Bator,
was led by R. K. Nehru, a for-
mer ambassador to Peiping who
now is the top civil servant
in the Ministry of External
Affairs. The party had traveled
to OQuter Mongolia via Mos-
cow.,

Conscious of the domestic
political impact--in an elec-
tion year--of any real or im-
agined weakening in its posi-
tion on the border question,
New Delhi carefully denied in

advance that there would be

any border negotiations with
the Chinese during the visit.
The decision to return to India
via Peiping was ascribed to

the former ambassador's desire
to "renew old friendships'" in
the Chinese capital. New Delhi,
which has had personal, high-
level contact with the Chinese
at Geneva, nevertheless obviously
used the "routlne" five-day
stopover to see if top Chinese
leaders had adopted any new
attitude or had anything neéw

to say on the border question.
Refore leaving China on 18
July, the party held meetings
with chairman Liu Shao~chi

and Premier Chou En-lai.

There is, in fact, no
evidence that the Chinese
Communists intend to moderate
their stand.

Conversely, R. K. Nehru's
visit to China afforded Peiping
an opportunity to take a read-
ing of top-level Indian opinion
and to determine whether there
has been any shift in New
Delhi's attitude toward the
border question since the con-
clusion of talks between Chi-
nese and Indian Foreign Minis-

try experts last Dec
\ 25X1
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THE SITUATION IN

Bolivia is facing a short-
term economic and political
crisis which has been intensi-
fied by the govermment's anti-
Communist campaign, including
the arrest and continued deten-
tion of several key Communist
labor leaders. The US Embassy,
which sees civil war or Castro-
ism as the likely alternatives
to President Paz, estimates that
the next few weeks will be
critical.

Ambassador Stephansky
comments that Bolivia will
require emergency financial
assistance for the next six
months at least, and that Paz'
determination to continue the
government's first major crack-
down on the extreme left in re-~
cent years apparently depends
on immediate financial support.
If this crackdown fails, the
President is likely to resign
or become the puppet of a
strengthened coalition of
Communists and extreme leftists.

A reduction in the exces-
sive work force at state
enterprises seems politically
impossible at this time, and
the prospects for labor peace
in Bolivia's mines are dim--
primarily because the govern-
ment is unable to fulfill its
pledge to keep the mine commis-
saries supplied and to meet
the payrolls,

Paz appears to be striving
to reorganize the ruling
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Nationalist Revolutionary
Movement (MNR) party and, at the
same time, to eliminate labor
excesses and gain control of the
anarchic labor movement. His
efforts to assert government
authority may be facilitated
considerably by an extended
absence from the country
reportedly planned by leftist
Vice President Lechin, Bolivia's
chief labor leader. However,
the President said recently that
Lechin was helpful last month

in getting strikers who were
protesting the arrest of their
Communist leaders to return to
work.

The recent strike was prob-
ably only the first of a series
of conflicts which can be ex-~
pected to arise between Paz
and the extreme leftist oppo-
sition as the President at-
tempts to re-establish the dom-
inance he held over the coun-
try's politics and government
during his 1952-56 term in of-
fice.

Last year, when Paz was
trying as president-elect to
obtain US financial aid, he
implied that without it he
would be unable to apply polit-
ically unpopular economic re-
forms to the COMIBOL-~the gov-
ernment mining corporation. Paz,
like the predecessor Siles re-
gime, has appeared to use bloc aid
overtures as a means of obtaining
US financial assistance. The
US Embassy reports that Boliv-
ia's long-projected economic
mission to Moscow has again

been postponed. |
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GUATEMALA 25X1

The arrest of numerous anti-

government plotters and the im-
position of a 30-day state: of
siege-~modified martial law--on
12 July have apparently stifled
the most recent plot against
the government of Guatemalan
President Ydigoras, Plotting
has been endemic in Guatemala
for a number of years and will
probably resume after government
controls are relaxed and the
plotters regroup.

Those involved in the most
recent conspiracy range from
rightists to leftists and in-
clude military and civilian fig-
ures. There is an element of
truth, however, in the comment
of a presidential aide who, when
asked whether the latest plot
was motivated by the extreme
right or extreme left, replied:
"Neither~-extreme ambition."

Among the most prominent
figures arrested on 12 July was
Luis David Eskenassy, a leader
of the National Liberation Move-
ment (MLN), the antigovernment
faction of the splintered po-
litical machine of the late
President Castillo Armas. The
MLN, apparently the chief ci-
vilian component in the plot,
shares the views of a few active
and retired army officers who
accuse the President of foster-
ing widespread graft within the
government and believe he is not
taking sufficiently strong ac-
tion to halt recently heightened
Communist activity. These
"rightist" plotters include Col.
Francisco Ardon, recently re~
moved chief of police, and re-
tired colonels Niederheitmann
and Yurrita. The latter two
were among the several retired
officers arrested last week.

Also plotting against the
President is a "leftist" fac-
tion which includes retired of-
ficers who had served under the
pro-Communist Arbenz regime as
well as some of those involved
in the abortive army revolt of
last November. Although at
least one prominent officer of
this faction was included among
those arrested recently, it is
not clear to what extent, if
any, this group was involved
with Ardon's. Nevertheless, 25X1
the bulk of those arrested has
been of the "rightist" faction.

While the participants in
the unsuccessful revolt last
November are not believed to
have been linked at that time
with any civilian group, they
have in their subsequent months
in exile and in hiding been in
contact with civilian leftist
elements, 25X1

SECRET

20 July 61

WEEKLY REVIEW

Page 25 of 27

Approved For Release 2007/10/23 : CIA-RDP79-00927A003300010001-5



Approved For Release 2007/10/23 : CIA-RDP79-00927A003300

- [CL ATV Sy |

010001-5

CURRENT INTELLIGENCE WEEKLY SUMMARY

agitation that would accompany
and follow any uprising.

There is no significant
popular support for any of the
plotting factions, and recent
events indicate that while
there is a core of dissatisfac-
tion within the National Police,
the major garrisons of the army
as well as the air force are
loyal to the President. Ydigoras,
who has been confronted with
almost constant plotting since
his inauguration in early 1958,
has followed a middle-of-the-
road political course and main-
tained democratic forms. He
has avoided harsh measures and
relied on deft political ma-
nipulation of his opponents one
against another.

Now that Ydigoras has
passed the midpoint of his six-
year term--and it is unlikely
that the 66-year-old President
will attempt to succeed himself
--there is increasing specula-
tion as to his successor. A
continuation of his policies of
divide and rule against all op-
ponents would significantly re-
duce the prospects for his be-
ing succeeded by a responsible
leader with popular backing and
an even moderately strong po-

litical organization. Ydigoras
himself has failed in his
efforts thus far to create an
effective political machine of
his own.

One of the leading figures
still offstage who is likely
to play an important role in
the coming political competi-
tion is ex-President Juan Jose
Arevalo. Arevalo, whose bitter
hatred of the US inhibits him
from expressing his recent dis-

illusionment with the Castro
regime, has been in exile
since 1954 but is reported

planning a
to Guatemala

triumphal return
from Venezuela

in September. Arevalo launched

a series of popular political,

social, and economic reforms

during his 1945-51 presidential

term, which coincided with
Guatemala's postwar economic
boom, and he 1is looked up-

cn by many Guatemalans as

the only president who has 25X1
given the country effective
progress. |

25X1

INCREASING OPPOSITION TO SALVADORAN DIRECTORATE

The government Directorate
which the Salvadoran Army in-
stalled in January has evident-
ly decided to fulfill its prom-
ise to hold elections before
the end of 1961. Minister of
Defense Rodriguez Simo told
reporters on 15 July that the
army wanted free elections this
year which would include all
legally inscribed parties, with
no official party. On 19 July,

however, the Directorate issued
an official communiqué stating
that the draft electoral bill
was still being studied and

that certain groups were demand-
ing its immediate approval and
questioning government reas-
surances of genuinely democratic
elections merely for political
gain. There was no men-
tion of an election date.
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The Directorate has been
hesitant to commit itself to
an early election before getting
its widespread reform program
sufficiently under way to pre-
vent curtailment by any succes-:
sor government. Army elements
behind the reform program will
probably try to ensure their
continued strong influence in
an elected government.

The Directorate's recent
move to gain control of the com-
plex coffee company which runs
Salvador's chief industry has
aroused strong opposition and
is regarded by wealthy coffee
interests as a first step to-
ward destroying private enter-
prise. The move has aroused
doubts among previous supporters
of the Directorate as to the
real motivations of some of the
government's economic planners.
The coffee company manager told
the US Embassy that he had
broken his formerly close ties
with the government's economic
team over the issue of official
control. Rumored resignations
of top officials of the Central
Bank are regarded by the em-
bassy as further evidence of
the Salvadoran business commu-
nity's desire to have no respon-
sibility for the Directorate's
present economic policies.

The government apparently
believes its move to control
the coffee industry is justified
by the fact that large coffee
exporters are trying to arouse
agitation against the Directo-
rate, blaming current official
credit restrictions for cur-
tailed loans to small growers
and for restricted operations.
The credit restrictions ac-
tually stem from conditions re-
quired by the International
Monetary Fund in its program
to assist El1 Salvador in solv-

ing its financial crisis.
Wealthy Salvadorans may have
hoped to guide the reforms ef-
fected by the Directorate, but
they now feel that the rapid
progress of the reform program
is beyond their influence and
has become a threat to their
economic power.

The Salvadoran G-2 recently
told the US army attaché that
in other efforts to discredit
the government, the rich have
willfully been causing unemploy-
ment, creating alarming ten-
sions which could easily lead
to violence requiring force to
control. The embassy believes
that both the government and
wealthy factions are receiving
support from suspect political
factions. It points out that
a government-subsidized news-~
paper has stepped up dangerous
xenophobic and hate-the~rich
campaigns, and that it has al-
lowed a growing number of
exiled prominent Communists to
return home.

The Directorate announced
on 19 July that it had uncovered
and frustrated an international
Communist plot designed to
culminate in the overthrow of
the government on 26 July and
accused Salvadoran capitalists
of collaborating with the Commu-

_nists. |
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THE NATIONALIST OPPOSITION IN IRAN

Developments during the
last year in Iran have once
more brought into prominence
the National Front, a radical
reformist combination of oppo-
sition groups which dominated
the political scene from 1950
to 1953, when Mohammad Mossa-
deq was prime minister. Taking
advantage of the widespread
dissatisfaction caused by the
rigged elections of 1960 and
1961, the National Front has
moved to re-establish itself
as the rallying point and pub-
lic spokesman for the national-
ist opposition. Last May the
Front's first public demonstra-
tion in eight years drew a
crowd estimated at 30,000 to
40,000 people; its potential
for creating trouble is sug-
gested in Prime Minister Amini's
decision to ban any further
meetings of the party.

Background

The nationalist and con-
stitutionalist movement in Iran,
now over fifty years old, was
produced both by events in the
West and by a reawakening of
Iranian patriotism. An in-
creasing number of Iranians
studying in Europe near the
turn of the century brought
back a host of new ideas and
concepts.,

The influence of the Rus-
sian Revolution of 1905 and
the victory of the Japanese in
the Russo-Japanese War had a
great effect in demonstrating
the potential power of the
Asian nations, and both events
were commented on widely in the
newly prominent political press
of Iran. The imposition of a
constitution over the opposi-
tion of the Shah at that time
was the first victory for the
liberal nationalists. However,
the program followed by Reza
Shah, Iran's Ataturk, when he

came to power in 1921 was a com-
plete dedication to nationalist
statism, with the liberal ele~
ments eliminated.

Reza Shah was not the lead-
er of an organized ideclogical
revolutionary movement, and his
nature and the circumstances of
his rise to power did not make
him sympathetic to liberal the-
orizing, His objectives were
simply to modernize the coun-
try and arouse its pride. The
political turmoil which fol-
lowed his deposition in 1941,
the occupation by the Allies
during World War II, and the
postwar contest for political
and economic spoils by an elite
released after more than 20
years of subordination to Reza
Shah brought back some of the
worst features of old Persia.

Rise of the National Front

The National Front had its
beginnings in 1949 when Mossa-
deq, then a deputy in the lower
house (the Majlis), joined eight
other deputies in promoting a
vague but popular program call-
ing for neutralism, independ-~
ence from foreign domination,

a fight against corruption, and
2 reduction in the powers of
the Shah. The Iranian Parlia-
ment has rarely demonstrated
devotion to its constitutional
duties, and most deputies spent
their time in 1949, as they do
today, in petty intrigues to
further local or personal in-
terests.

The National Front, by
its atypical unity, acquired an
importance far beyond its actual
strength, Its nine members
commanded personal followings
in a broad spectrum of Iranian
society, including the bazaar,
the clergy, the intellectuals,
and the left liberals, and by
bringing their forces to bear
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collectively on the National
Front's goals they were able
to overcome their numerically
larger opposition. The orig-
inal nine were shortly joined
by other nationalist-minded
groups and individuals,

Appeal of the Front

The National Front did
not create the program it ad-
vocated, but rather gave voice
and direction to feelings that
were, and still are, widespread
throughout Iranian society. The
actual operation of the govern-
ment of the Qajar Shahs, who
ruled until 1925, was based on
a system Znown as madakhel--in-
direct income--an officially
condoned form of graft and
bribery. ZEvery civil servant
considered it his right to be
bribed for carrying out his
normal duties. Bribes were
the necessary lubricant for
the wheels of government, and
for any unusual favor additional
payments were necessary. Every
post was put up to auction,and
no questions were asked as long
as revenue and presents were
duly paid to the Shah.

As government institutions
were modernized, especially un-
der Reza Shah, graft fell offi-
cially into disfavor, penalties
were set for corrupt practices,
and laws provided for the dis-
missal of incompetents. At the
same time,the princes and no-
bility of the Qajar period gave
way in the civil service to
educated men of middle-class
origin. Although, as a result
of deliberate glorification of
the state, civil servants en-
Jjoyed high social prestige,
their salaries were always
held to a minimum. This fact,

' together with the force of age-
old practice,has made inevita-
ble a modified continuation
ot the madakhel system. One

result has been a deeply in-
grained fear and suspicion of
government among the masses, who,
because they have the least
available for bribes, have
benefited least from government
services.

Moreover, while the peas-
ant or laborer is no worse off
in Iran than he was 100 years
ago, today the traditional
apathy and resignation are giv-
ing way to a feeling that im-
provement might somehow be
achieved. The penetration of
new ideas and Communist prop-
aganda is bringing change and
discontent. Hence the appeal
of those such as Mossadeq and
the National Front who promise
improvement.,

Similarly, the appeal of
the Front's "policy" in foreign
affairs derives from long
consciousness of the weakness
of Iran's government. This
weakness, together with the
country's strategic location,
has made Iran the target of
whatever great powers have been
active in the Middle East in
the last century. The 1907
agreement between Russia and
Great Britain which divided
Iran into zones of influence
produced an indelible effect
on the attitude of the Iranian
toward the great powers.

The operation of the "hid-
den hand," the omnipotent force
which rules Iran and is beyond
control of the Iranians, is a
pervasive and persistent piece
of Iranian mythology. Great
Britain traditionally has been
considered the main manipulator
of Iranian destinies, with Rus-~
sia second. In recent years
the United States has come to
be considered by many as a rival
for dominance of the country.
Many Persians honestly believed
that Great Britain engineered
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the nationalization of the oil
industry in 1951 so that it
would be able in the resulting
chaos to impose even greater
controls over the country. There
has also been a widespread be-
lief that the British controlled
the Tudeh party, or that control
of the party was shared by the
USSR and Britain, just as the
country had been divided into
spheres of influence earlier.

This same attitude was re-
flected in the insistence by a
Western-educated and -oriented
Iranian agriculturalist that
Iran's agricultural problems
would be solved in six months
if British influence were elim~
inated; he charged that Britain
deliberately prevented agricul-
tural development in order to
sell its own products to Iran.
This popular state of mind gave
Mossadeq and the National Front
freedom to undertake any policy
they saw fit, with the oppor-
tunity to have the blame for
failure fall not on the govern-
ment but on the "hidden hand.”

. Mossadeq and the National
Front showed a keen awareness
of the fears and prejudices of
the Iranjan people; their appeal
was always to the emotions. The
" National Front at the time of
Mossadeq had only one clear
specific goal: to nationalize
the 0il industry and drive out
the British. With this accom~
plished, the raison d'etre of the
National Front appeared to van-
ish and disagreements arose
among its leaders. Most of the
National Front leaders did not
hold government positions, but
as "advisers' guided many gov-
ernmernt decisions. Some of
them went earnestly to work to
obtain their share of the spoils.
The little guidance they pro-
vided to the government was
mostly unconstructive, and there

was little evidence of the con-
cern for reform which bulked

so large in the speeches of
Mossadeq and other National
Front leaders.

At the time of Mossadeq's
overthrow by supporters of the
Shah in August 1953, his popu-
larity even among the middle
class, the core of his support,
was at a low ebb. Many nation-
alists had come to understand
that Mossadeq was hopelessly
negativistic and incapable of
producing the reforms the coun-
try needed, and many were gen-
uinely frightened by his casual
attitude toward the Communist
Tudeh. The disillusionment
would probably have gone even
further had it not been for the
pro-Mossadeq press, which prop-
agated the idea that lack of
material achievements by Mos-
sadeq was due to British efforts
to strangle Iran economically
and that the austerity of the
Mossadeq period was a by-product
of the country's war against
imperialism.

Immediately after Mossa-
deq's removal, many of his
former supporters were ready
to support the Shah's new gov-
ernment., However, to retain
support of this group dnd to
win over those who were hostile
to the new regime of Prime Min-
ister Zahedi, the government
needed to demonstrate that there
had been no return to the status
quo ante, in which the old rul-
ing class predominated, and that
it was not under foreign con-
trol. Zahedi failed in both
respects. The old ruling group
returned to power, rumors of
widespread corruption were cur-
rent, and the belief that the
"hidden foreign hand" was every-
where dominated nationalist
thinking. The Iranian public
still generally credits the
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United States and Great Britain
with the overthrow of Mossadeq.

As a result, even those
who had been disaffected by
Mossadeq's negative policies
began returning to the National
Front's fold. Mossadeq's per-
sonal honesty and patriotism
were held in marked contrast to
the dishonesty and subservience
to foreigners of the subsequent
regimes. The appearance of
large quantities of luxury goods
at a time when the cost of liv-
ing was rapidly rising for the
average man was in sharp con-
trast to the austerity of the
Mossadeq period. Many nation-
alists came to believe that
they had been deceived by anti -
National Front propaganda about
the danger from the Tudeh party
and that Mossadeq, rather than
being soft on the Communists,
had been attempting to bring
them to his side by removing
the bases for their attraction
to Communism.

Initially many National
Front partisans appeared to
feel that the conservative vic—~
tory wag only temporary. Grad-~-
ually, however, they began to
realize that Meossadeq was un-
likely ever to assume active
leadership again, and a strug-
gle for control broke out in
the National Resistance Move-
ment (NRM), a loose alliance
of nationalist political groups
and personalities which now
replaced the National Front.
The basic conflict in the NRM
appears to have been between
the professional white~-collar
workers on the one hand and the
bazaari and religious spokes-
men on the other. Within each
of these groups, too, there was
a divergence between the mod-
erates and the radicals.

Allahyar Saleh was the
1leader of the NRM, and his Iran
party was its largest component.
He had the support of moderate
intellectuals and nonparty na-
tionalists who were predominantly
in the second echelon of the
movement's leadership. An
equally influential group of
nonparty members, including men
from the bazaar, considered
Saleh ineffectual, indecisive,
and hampered by his idealism.
The arrest and exile by the gov-
ernment of three of Saleh's
supporters in 1955 gave his
opponents an opportunity to
make their strength known. A
new leader of the nonparty mem-
bers, Mullah Zanjani, stepped
forward to £ill the vacuum left
by the arrests and succeeded in
forcing Saleh out of the NRM
central committee.

The struggle then became
one in which the Iran party
dominated one faction and the
NRM central committee the other.
The NRM was at the peak of its
power between 1955 and 1957, but
after the arrests of many na-
tionalist leaders in the fall
of 1957 it went into a decline
and, except for occasional pro-
nunciamentos, was relatively
quiet.

In 1958 the name National
Resistance Movement was adopted
by a group of about 50 energetic
young men uader the leadership
of Rahim Atai., None was well
known to the public. This group
had a highly effective clandes~-
tine section and tight disci-
pline and apparently was anxious
to undertake an action program.
Attempts at combining with other
nationalists were not success-
ful; although the goals could
be agreed upon——anti—Communism,
political freedom, reforms, and
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a figurehead role for the Shah--
the method of attaining them
could not. The Iran party in
particular was reluctant to
risk a program which would al-
most certainly result in strong
government suppression.

Present Status

As a result of public
statements of the Shah and the
prime minister that the 1960
parliamentary elections would
be free, the various national-
alist groups took steps to re-
vive the National Front in or-
der to exploit whatever pros-
pects the elections might
present. The moderate nation-
alists saw a chance to reassert
their leadership. The new
National Front was organized
on 21 July 1960 under the lead-
ership of Allahyar Saleh, Con-
stituent groups included the
Iran party, the Pan-Iran party,
the People's party, the NRM,
and a part of the Third Force.
Individual nationalists also
joined.

The Front had little di-
rect effect on the elections.
It appeared to be weak, lacking
in unity, and apathetic, and
it was another group-~a tempo-
rary coalition of conservative
independent politicians led by
Ali Amini--which highlighted
the rigging of the elections
and helped secure their can-
cellation. Nevertheless, one
of the immediate results of the
cancellation was a strengthen-
ing of the Front.

, The Front was further
strengthened by public reac-
tion to the rigging of the
second slections in January
1961, in which, however, the
government permitted Saleh to
be elected as "proof'" of their
frecdom. The nationalists were

also apparently heartened by
the belief that a change in
American policy toward Iran
would favor their rise to power.

Divisions again arose be-
tween the right and left wing

of the Front, and the NRM/ | 25X1

In May 1961, the cleavape deep-
ened and the NRM changed its
name to the Freedom Movement

of Iran and took as its primary
objective the return of Mos-
sadeq to power.

The collapse of the Sharif-
Emami government following riots
by teachers demanding higher pay
gave the Front a new chance to
make its influence felt. Al-
though it did not instigate or
participate directly in the
demonstrations, the fall of the
government was generally re-
garded as a victory for the
nationalists., The Front gained
in stature, and on 17 May 1961
held a public rally for which
it was able to muster a crowd
numbering 30,000 to 40,000,
Amini, the new prime minister,
awvare of the potential of the

- National Front, has sought both

to cripple its activities and
to deprive it of issues.

One well-educated Iranian
who is active in nationalist
circles described the National
Front as an association ot per-
sons with many different polit-
ical views but without a sophis-
ticated ideology. He described
the Front's present primary ob-
jectives as '"to re-establish
the existence of constitutional
freedom, adequately and equally

applied to people of all political
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Sstripes, to c¢lean up graft and
corruption, and to restore dig-
nity and prestige to the insti-
tutions that are established
under the constitution and to
have them function properly
with proper regard for govern-
mental responsibility to the
people.

The statues of the National
Front describe the party's ab-
jectives as being "to secure
all rights and freedoms recog-
nized for the nation of Iran by
the Fundamental Laws of Iran and
the World Declaration of Human
Rights.,” Membership is described
as open to those who "in the
course of campaigns launched by
the sacred National Movement of
Iran proved themselves as serv—
ants, 1loyal, honorable, and
persistent...who have never been
active against the sacred Na-
tional Movement."

The |stated objectives of
the National Front could prob-
ably be subseribed to by most
non-National Front opposition
politiciand,; and Prime Minister
Amini has desieribed his program
in a &imilay vein. Bagic to the
Natioffl Front apptroach, hows
ever,; 18 the assumption that
only the Froht is capdable of
carrying ott the program and
that anyone else would fail,
even with an identical program.
Consistent with this belief is
the Front's refusal to cooperate
with Amini, The moderate nd-
tionalists, as represented by
Saleh, generally favor a' peace-
ful solution to theée country's
problems, retention of the
Shah, although with greatly
reduced influence, and a neu-
tralist but anti-Communist po-
sition i# domestic and interna-
tional affairs.

Communist Influence‘

There is little direct evi-
dence of Communist activity in
the National Front. Its leaders
are well known and their polit-
ical orientation appears well
established., Whatever Commu-
nist influence there is probably

conpe
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is on the lower level of the
membership. The Tudeh party
through its broadcasts from
Leipzig has proclaimed its sup-
port for the National Front and
its goals., On 9 June, however,
a Tudeh broadcast took the Front
to task for temporarily abandon-
ing demonstrations and strikes.
The party declared the Front had
made a mistake in trusting Amini
and it appealed for the forma-
tion of a united front of all
national forces and the legal-
ization of the Tudeh.

Tudeh members in Tehran have
been reported to be cooperating
with the Front without question
in order to '"strengthen the Na-
tional Movement against the pres-
ent government," and to have
stated that this cooperation
would continue even without an
sort of formal agreement.

25X1

The failure of the National
Front to make the gains desired
by its followers could lead to a
drift of the rank-and-file mem-
bership away from the moderates
toward the more extreme lead-
ers and evenh to the Communists.
If the Tudeh party succeeded
in achieving a united front,
it probably would be able to
regain its strength and become
the most powerful political
influence in Iran. |
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