i

*

¢ 1 -Approved For Relénee 1999/09/02 : CIA-RDP79-0109Q4000300010001-7

25 July 1950
SUMMARTES OF TRENDS_AND DEVELOEMENTS

USSR .

s ihe Stelin-lNehru exchange of messages underscores
the pregent Soviet tactic of promoting Ffriendlv official rela-
tions with India, Recent changes in Indian Communist Party
policy may also be designed to coneciliate Nehru,

(See page 6)

R Ihe intention of the USSR to form a pan-Mongol
bloc, with the Mongolian People's Republic (MPR) as s mucleus,
mey be forecast by a suggestion from Kim Il Sung, Premier of
North Korea to Choi Balsan, Premier of MPR, that the "Mongolian
people establish a new people's entire Mongolia," In addition
to increasing the protection of the strategic Lake Balkal in=
dustrial area, this defense-in-doepth measure would enable the
USSR to: (1) strengthen its position with regard to Manchuria;
(2) exert pressure on the Chinese Communists by control of
Kalgan, a strateglc approach to Chinas and (3) resist Chinese
penetration northwerd by Soviet support of a pan-Mongol bloec.

_ (See page 6 )

3. The presence, ot the SED Gongress of top internation-
al Communist leaders from at least twenty-three partics. indicates
that important international Communilst plans were communicated
to the varlous representatives,

(See page 8 )
bee Entry of the Socialist Unity Party (SED)., the Fast

any nev or startling development in Soviet tactics toward
Germany, There is no firm indication as to whether the SED will
or will not enter this organization at some future dete,

(See page 9 )
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5, In signing o long-term trade sgreement with Afchan-
igtan, the USSR has assured itself of a continuing flow of
desired rgm_maﬁerial_, encouraged Afghanistan to challenge
Pakistan still further, and increased Afghan economic dependence
on the Eastern Orbit.
(See page 10)

6, Despite the wide publicity given by the USSR ‘to tho
need for tank cars, the situation is not critical,

(See page 11 )

7. Reported negotiations for a Soviet-Mexican barter
deal indicate that the USSR is still interested in obtaining
Mexican henequen, wishes to increase its exports to Mexico, and
1ls attempting to comserve its dollar resources, The proposed -
exchange of Soviet machinery, automobiles, and wheat for 20,000
tone of henecquen would be the first barter srrangement between
the two countries, In the past the USSR has paid for Mexican
henequen with US dollars,

EASTERN EURQOPE
GENFRAT,

O 6 s ——

84 ' Large numbers of Soviet civilians who have reported-
1y been inflltratod into Satellito countrics could substantlallx

A AR m—_

strongthenlng of Soviet anformation and control in Bulgarila,
Rumania and Hungary.

(See page 12 )

Qe Intensification of West German-Czech competition is
indicated by a major slash in Gzech textile exports to Turkey. .
Czech cotton goods, which were guoted in the Istanbul market at

-2 -
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85 cents in March 1950, were dropped to 40-45 cents during the
following two months to counter a West German price reduction
to 65 cents,

EASTERN GERMANY

10, ’ WaJ lLter Ulbri chb,,‘ Bast_German Deputy Premicr _,‘__gnnorunced
at_the recent Soclalist Unity Party (SED) Congress that East
Germany would enter the Fconomic Gouneil for Mutual As s1sta.nce
(CEMA), The entry of the German Democratic Republic (GDR) into
-the so~called Soviet counterpart of the Marshall Plan is a
logical step in the integration of East Germany into the Soviet
orbit, It may be designed, in part, as a counter measure to
West German entry into the Councll of Europe, The coordination
of the Tast German five year plan with the economies of the
other Satellites willl probably be directed by CEMA,

~DUMANTA
11, The soclalist transformation of asgriculture in

Rumania was carried one step further by a decree which provides
for the poollng of small and scattered plots of farm land, This
mey prove to be the hardest blow thus far aimed at the moderately
successful peasant (kulek),

(See page 13 )

12, Dislocations still exist in Rumanian domestic trade,
in spite of sporadic reorgenizations and personnel chanpes, In
order to draw off the ant:r.cipatcd surplus cereal production, the
Govermment will try to take corrective measures,

(See page 14 )

13, Tugoslav concern over the possibility of a Soviet-
inspired ageression is apporently growing, although no official

SECRET
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anxiety has been revealed. On the basis of available evidence,
however, it appears unlikely that o Soviet-inspired attack on
Tugoslavia is imminent. Satellite armies, even if equipped
with aveilable Soviet armor and equipment, are still belicved
incapablc of overrunning the country without direet Soviet
participation,

(See page 15)

14 Unfovorable weather conditions in Yuroslavia are
hoving an adverse effect upon spring plonted crops. It is un~
likely that there will be a large amount of grain available
for export purposes and there is a slight possibility of a
grain defiecit, This will reduce Yugoslavia's foreign trade

carnings.
(See page 17)
15, Proliminary production estimates are that the white

corn crop in Yugoslavia will be less than the 100,000 ton
commitment to Egypt end mey, therefore, affect their cotton
proeurement pProgron

(See page 18 )

SPECIATL, ARTICLES

16, Although maritime lraffic between Furopean USSR and
the Soviet Far Fast increased substantially during the first
gix months of 1950, the net incrcase in the Soviet Far Eastern
merchant fleet during the same period was only two vesscls,
Extensive additions to that fleet in the near future are not
required, either for oconomic or militory purposes, Future
efforts will probably be dirccted toward the accclerated repair
of vesscls now in the area, rather than toward any substantial
net increasc in their number,

(See page 18 )

-l -
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17, Recent attacks against the Social Democrats in
Hungary have been aimed not only at those who refused to cole-
laborate with the Commmists but also at those who have been
the Communiste! most docile puppets, The influence of Social
Democrats, from the President of the Presidium to the un-
skilled laborers, 18 being eliminated in an effort to stamp
out potentially dengerous opposition.

(Sce page 20)

-5 -
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Stalin welcomes Nehruls proposalsg ngh

The Stalin-Nehru exchange of messages under=
gscores the present Soviet tactic of promoting friendly
official relations with India in an attempt to encourage
Indian "noutrality® and to promote a rift between Indian end
Westorn leaders,  Since 14 January when Stalin, contrary o
his usual custom, personally rcceived the new Indian
Ambassador, Sovict and Satellite diplomats have displayed
espeeial cordiality to Indian officials both in Furope and
in New Delhi,

An additional reason for Stalin’s ready accoepte
ance of Nehru's proposals isg that Nehru advocated seating -
the Chinese Communists in the UN, a major Soviet objective,
while avolding any mention of the Security Council resolution
on Korea, It has been alleged that Moscow requested Nehru to
make his offer of mediatlon and' suggosted some points to bo
included, It is not surprising, therefore, thet Nehru's
appeal was warmly reccived by Stalin and hailed by Soviet
propagandlsts as "backing the Soviet point of view without
reservations "

Another development which may be calculated,
at least in part, to conciliate Nehru is the recent change in
Indian Communist Party policy., Abandoning its tactics of
violence and sabotage, which have becn roundly condemned by
Nehru in Indie and on his tour of Southeast Asia, the Indian
Communist Party announced on 19 July that it would concentrate
on a united front "egrarian reform" movement, (SECRET)

USSR moves toward possible
Mongolian unification np

On the 29th anniversary of the founding of the
Mongolian Peoplels Republic (MFR), Kim Il Sung, Promier of
North Korea sent a congratulatory message to Chol Balsan,
Premicr of MPR, in which he expressed the wish that the Mogol
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poople "establish a new people!s entire Mongolia." In viow of
the USSR's pro-Mongol policy and increased Soviet activity in
peripheral arcas of the Far East, it is likely that the USSR
instigated the North Korean suggestion and will promote its
implementation, In addition to increasing the protection of
the strategic Lake Baikal industrial arca, this dofonsomine
depth measure would enable the USSR tos (1) strongthen its
position with regard to Manchuria; (2) oxert pressurc on the
Chinese Communists by control of the strategic approach from
Imner Mongolia to Chinaj and (3) resist Chinese penetration
northward by Soviet support of a pan-Mongol bloc, Specifically,
Mongol uwnification would enable the USSR to bring under more
direct control, the region of Hulunbuir in northwestern
Manchuria and the srea of the Imner Mongolian Autonomous Govern-
ment (IMAG) which comprises western Menchuria and the northern
sections of Jehol, Suiyuan and most of Chahar Provincs, It is
also possible that the USSR would delincate the boundariocs of

o now Mongol state to Include all, or at least additional
portions of Suiyuan and those arcas in Ningsia and Sinkiang
populated by Mongols,

Sovict plans to orient all Mongols toward the USSR
crystallized following World Wear II, During the past year,
this trend has becomo more pronounced end is evidenced by
developments intonded to enhance the position of MPR as the
nucleus for this project,” (See D/EE Weekly, 7 Apr 50), This
is illustrated by: (1) expended international rolaticns of
the MPR with Soviet Satellites in Furope and Asia, initiated
by the elevation to cmbassy status of the Mongol mission in
Moscow; (2) adoption by MFR of the Russian alphabet and expanw
slon of Soviet-Mongol cultural relations; (3) gearing of the
administrative apparatus for more active functioning, cvidenced-
by porsonnel shifts in the ministries of Foreign Affairs, Trade,
Fdueation, Health and Dofense, the lattor headed by Mejor
General Zhanchiv, reportedly a former Soviet MVD officer; (4)
cxpanded communications in the form of a newly-completed rail-
way from Ulan Bator to the Soviet border and the Trans-Siberien
reilway, the construction of airfiolds and the reported expan-

- o
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sion of the radio network in the MPR; (5) increased trade ro-
lations, evidenced by a Mogol trade mission to Moscow and MPR
trade agreemonts with the USSR and reportedly, with IMAG,
Furthermore; the establishment in January 1950 of the IMAG
capital at Kalgan, not orlginally included in IMAG territory,
while probebly initiated by Peking, under unification would
give the USSR control of another strategic rail approach to
China.,

- Militerlly, the USSR 1s intorcsted in the protoction
of the MIR, and according to one report, maintained an army of -
60,000~70,000 Soviet troops there during World War II, Recently,
there have been unconfirmed reports that the USSR has furnished
the substantial militery equipment to the Mongols in Chahar and
western Manchuria,

The effeect of Mongol unification on Soviet-Chinese
Comnunist relations is now only speculative, In view of mutual
Mongol-Chinese antagonism, it is not surprising that the Soviete
inspired suggestion for unification originated in North Korea,
So long as Soviet=Chincse Communist relations remain friendly,
Peking may ecccept Soviet sponsorship of Mongol nationalism and
increasing Sovict encroaclment on Chinese horders, Should
Sino~Soviet relations become strained, howover, development of
such a plan would add to the friction, (SECRET) '

SED Congress sccne of hish level naw
Intornational Communist talks

The prescnce of top international Communist leaders
from at least twenbty-three parties at the SED Congress in Berlin
last week indicates that, in addition to questions concerning
Germany, important intornational Communist plans were communicas
ted to the various represcntatives, Although the attendance of
many foreign gucst delegations at national party congresses is
not unusual, the SED Congress included many top Communists from
Lurope, Indicating the high degree of importance attached by the
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USSR to this particular wmecting.

In addition to questions of mutual interest con-
cerning Germany, it is likely that the foreign delegates were:
ingtructed by Suslov and Pospelov, the Soviet representatives,
concerning the presont Communist peace campaign, the Korean
situation, and perhaps general plans for new Communist cempailgns
in Burope for fall and winter,

While speculation has held that this gathering of
high ranking Communists either constilituted a Cominform meoting
or was held in conjunction with a Cominform meeting, these
conclusions should be discounted., The represontation was too
large for a Cominform meoting, which is generally limited to
just the elght moember parties, and since the cnds of a Comine
form mecting have boon achicved at tho SED Congress (opportunity
for propagenda and transmittel of instructions), anothor high
lovel Communist meoting at this time would be suporfluous,
(SECRET)

Posgibility of SED (Bast Gorman Communist Party npH
entry into the Gominform

The participation in the recont Socialist Unity
Party (SED) Congress of high-ranking Communist officials of
all Cominform countrics raiscs the possibility of the entry of
the SED into the Cominform, SED entry would be a logical step
in the formal integration of the Gorman Democratic Republic
(GDR) into the Soviet orbit, would in no way be counter to
current Soviet tactics in Germany, and would, to some extent,
provide the Kromlin with a countor measure to West German
entry into the Council of Europe, Fast German remunciation
of the Oder-Neisse territory end the right of Germans to ro-
settle in the Sudetenland has paved the way for such a develop-
ment, On the other hand, formal integration of East Germany
into the Soviet orbit is in no way contingent on SED mombership.
in the Cominform, Albania, a full-fledged Satellite, has never

SECRET
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entered it, No non-Satellite Communist Party, oxcept the French
and Itallan, is a member, Bven the fairly important Communist
Partics of those countries (Finland, Grecce and Norway) which
heve contiguous borders with the Soviet orbit have nevor entered,
It may also be significant that no Communist Party has cntored

© this organization since its formation. Morcover, there has been
no public-agitation, which might well precede entry into the
Cominform, for membership by either the East German government
or the SED, On the contrary, the East Gormen President stated
in a speech at the SED Congress that, while "firm idcological
tics" oxisted, the SED was not a member of the Cominform and had
no organizational links with it,

The development of the GDR as a "Peoples Democracy!
and its integration into the Soviet orbit is already progresss
ing along woell-defined lines, A Soviet decision to have the
Communist Party of the German Democratic Republic (GDR) enter
the Cominform would not in itself foreshadow any new or startling
developmrent in Sovict tactics toward Germany, (SECRET)

USSR_and Afghanistan sign lonpmtorm » npt
trade apreemcnt

The 17 July four-yeor trade treaty with Afghanisten,
the firset post-war long-term Sovict economle agrecment with
this southern neighbor, will enable Afghanistan to challenge
Pakistan still further, thus promoting tension and possibly armed
outbreaks in South Asia, This will effectively further Soviet
objeetives in this arca, In addition, the agrecment more ims
mediately provides the USSR withs (ls desired raw materials,
including wool, cobtony and hidess (2) incrcasced possibilities
for economic penctration; and, 35 propaganda material to sube
stantiate the avowed Soviet policy of support, through trade,
of Wbackward" arcas,

The agroomunt calls for an cxchange of goods origine
ally reported at $10 million but later quoted as $20 million each

SECRET
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way during the 1life of the treoaty. Trade in rccent years has
becn running about $3,5 million each way. Afghanisten will
reportedly reocelve more critically necded gasoline than under
the 194849 agrceomont with the USSR,  This is despite the fact
that, from the strictly cconomic point of vlew, the Soviet
Union cannot afford to oxport gasoline outside its Orbit, The
USSR is apperently selling the gasoline at a favorable prico
and is paying a fair smount for Afghen wool, The USSR may send
Afghanistan agricultural advisers as well as ferm machinery,

In addition, it is logical that, as a resull of straincd relaw
tions with Pakistan, Afghanistan sought an alternative trade
route, Morecover, it was reported that thoe Afghan trade mission
was scheduled to procced from Moseow to Prague, to ncgotiate
for arms, ammunition, and possibly additional agricultural
machinery from Czochoslovakia, which previously supplied thesc
matorials,

The USSR may hope to gain political advantages in
roturn for such concessions, at leost indircetly through Afghan
intransigience towards Pakistan, Sovict or Czech cconomic
advisers - if admitted by Afghanistan in sufficient numbers as
a result of continued cconomic pressure from Pakistan - could
constitute an effcctive lnstrument of penctration and could
counter Afghan reliance on Western adviscrs, The USSR has
evidently seized the opportunity provided by the Afghan-Pakistan
situation to boost Soviet stock in Afghanistan, to assure a
continuing flow of materials from that country, and to increasc
Afghan cconomic dependonce on the Bastern Orbit., (SECRET)

Soviet tank car shortagcs hpt
not acutally critical

Periodic shortages of tank cars in the USSR have
been reported, but their size and importance are of only limited
significance in peacetime, Roquirements for rail transport of
petroloum, arec heavy during the spring whon the ice-locked rivers
of the Soviet Union cannot supplement rail movemonts, Conseguent-

SECRET
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1y a tomporary delay oceurs which is gradually clearcd up in the
warmor months of April and May,

' The Ordzhonikidze Systom was roported in March 1950
to be "10,000 tenk car loads behind plan for the past year, -
This is tho moximm mmber of such cars reported for the USSR,
howover it represents only a small shortage based on totel
petroleum production and movemcnts and was apparently made good
on othor routes,

The 8,200 average daily carloadings of petroleum
in the USSR demonstrato that the loeal and usually scasonal
shortage of tank ecars represcnts no large deficlency. Although
shorteges of tank cars arc sufficilently scrious to warrant
Soviet managerial attontlon, it is not a crippling shortage on
the present Soviet seale of potroloum movements, Potrolowm
production is belicved well shoad of plan and shortages even in
the most critical periods arc probably less than five percent
of the cars loaded daily, (SECRET)

EASTERN EUROFE

GENERAL
Soviet infiltration in Satellitos np

gtrongthens Kromlin controls

The probability that considorable mmbers of Sovicts
have been infiltrated into the Satollites during thoe pogtwar-- - -
period is strongthened by a rocont report estimating that 48,000
Soviet civilians are in Bulgaria and 30,000 or more cach in
Rumania and Hungoery, spread throughout the countrics, Presumebly
thoy arc in addition to those Soviet citizons who have been
admittedly brought in as military adviscrs, army porsonncl
pernitted to the USSR to maintain its lines of communication, and
"speclaliste! invited by the puppet govermments to assist loeal
ministrics. These ostimates may be high, but both offiecial and

SECRET
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covert sources have from time to time made similer reports,
particulorly in 1948 when the USSR was forced by the Peaco
Troatics to reduce the size of its forces or romove its troops,

The Soviet penchant for giving a gloss of legality
to its movos to strengthen control of the Satellites could
casily extend to the granting of cltizenshlp to these Soviet
civilians, Since 1948 Hungary has had a provision in its citizen-
ship law permitting the Minister of Interior to waive the threc
year residence requircment and immediately naturalize alicns
"if tho naturalization is justificd by scrious state intercsts,"
1t has been reliably reported that in Mey 1950 Bulgaria similarly
amended its law; and it is probable that Rumania also has such a
provision,

Aside from the possibility that, in the cvent of war,
mony of these ex~Soviets might supplement Soviet-Satellite armed
forecos, their prescnce among the native population would be
oxtremely valuable to the Kremlin for information purposes, to
gpearhcad propaganda activity, and to control local disturbances,

(SECRET)
RUMANTA
Rumanion govermuent issucs decree np

pooling small plots of agricult@fal land

The socialist transformation of agriculture in Rumania
was carried onc step further by the rccent publication of a govern-
ment decrce which provides for the pooling of small and scattored
plots of farm land, and their acquisiton by "working peasants,!
tillage sssociations, collective fearms and State agricultural
holdings, ’ ‘

The small plots involved in pooling or compulsory .
land exchange arc, gencrally spoaking, such scctions of good land

SECRIT
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not taken from thoir owners by previous expropriations, or

which have not already been put into colleective farms, Soveral
different procecdures arc provided for pooling, none of which

takes into account the desires of the owners., A successful
peasant may thus be required to give up the land he has cultivated
and improved and take, in exchange, a plot of cxhausted land from
onc of hls neighbors,

This pooling of small plots may prove to be the
bittercst blow thus far aimed at the moderately successful
Runanion peasant (kulsk). The decrce, added to the prossurces
alreedy being excrted upon the kuleks, may tend to increcase roe
ported acts of sabotage and outbroeaks of wviolence, Such acts of
violence and sabotage, howover, will probably remain localized,
(CONFIDENTTIAL)

Further reorganizotion of Rumanian ' upt
domesgtic trade expected

v

Dislocations in the Rumanian domestic trade system,
which have occurred sporadically over a long period of tine,
continuc in spite of roorgenizations end personncl changes, The
Govermment has a definite interest in reetifying the situation,
particularly the continuing scvere shortage of meat and other
staples, Supplics must be obtained for urben workers, and basic
production nceds must be supplicd to farmers,

To aid in inereasing agricultural producc for urban
arcas, a ncw compulsory crop quota collection program was intro-
duced earlicr this year, and farmers wore permitted to scll sur-
pluscs direct to consumers, Now the Goverment claims that the
cooperatives have not acquired a sufficicnt supply of ‘the village
products, at least partially because of the lack of non-agriculture
al goods necessary to induce farmers to scll theoir products,

Further difficultics ardsc from the rostrictive practices of the’
state commereial nonopolics and their competition with cooperatives,

-1 -
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In line with the recent editorial in Scantels
by Scecretary Vasile Iuco, of the Rumanian Workers Party
"decentralization" of state commereial monopolies, measurcs
for the improvenment of the organization of the activitics
of both state and cooporative enterprises, closcr control of
private and clandostine trade, and the encouragement of small

private and handicraft productlon are anticipated.

Sinee this year's production of cereal crops is
expeeted to be larger than that of last year, the Government
will probably try to implement the above mecasurcs as soon as
possible in order - to supply rural areas with goods to draw ,
off the farm surplus above collection quotas, Hence, unless'
increascd exports reduce the supply available for domestic cone
sumption, the urban population should receive more agricultural
products, particularly grain, during the 1950~51 consumption
yeor, (RESTRICTED)

YUGOSTAVIA
Yugoslay concern over possible Sovict aggressive npn

intentions apparently growing

41though the Yugoslav Govermment officially has not
displayed anxicty over the possibility of a Soviet—inspired
attack, the growing Cominform propagande barrage against Yugo-
slavia as a US base for attack on the "Pcople!s Democracics!
has apparently begun to cause some concern in Belgrade, The
Tito Govermment is well awarce that its ideological deviation
from the Kremlin marks it as the primary target for Soviet
aggression in the Balkans, cspecially in view of the lack of
succesa of past Soviet pressures, Recent reports indicate
that the Yugoslavs may now be strengthening their sccurity
troops on the eastern frontiers and undertaking precautionary
civilian defense measurces in the capital, In order to refute
Cominform allegations of Yugoslav aggressive plans, the Yugo~
slav Cormittoe for the Defense of Pecace has issucd a call for

SECRET
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inspeetion trips of the country by Western leftists and Peace
Partisans, Despite these indications of increased concern,
however, the Tito Govermment is unwilling to request direct
military assistance from the West, allegedly becausc it fears
that such aid would tend to substantiate Cominform propagenda
and might be taken by the USSR as direct provocation,

Although the flow of reports regarding the imminence
of Sovict aggression against Yugoslavia contimues at a somewhat
reduced rate, these reports have not been confirmed by US or
Al1lied observers, On the other hand, it is generally agreed
that significant quantitics of Soviet military equipment have
been introduced into the Southern Satellites.

A recent reevaluation of Satellite military capabil-
ities points to the probability that the Satellite Armics alone
would still be incapable of successfully bringing about the
defeat of Yugoslavia, even if Satellite troops were provided
with available Soviet armor and equipment, At best a Satellite
atback would force the Yugoslav Army to withdraw to a good
defensive line in the mountainsg, provided that an adequate and
prompt flow of supplics arrived from the West,

Current estimates indicate that Sovict forces at
least double those now present in the Cominform countries on
the Yugoslav periphery would be requlred to lounch a Soviet-
Satellite invasion of Yugoslevia with a roasonable prospeet of
successfully overrunning the country. Official rceports from
Austria, Germeny, the USSR, and Eastern Europe, however, are

~ generally negative with respect to the rumored Soviet troop
build-up in the Soviet Satellites adjacent to Yugoslavia, On
the basis of available ovidence, Soviet troop strength in the
Balkans has remained relatively unchanged during the past six
nonths, with two divisions each in Austria, Hungary, and
Rumania, and a Soviet military mission of 2000~3000 in Bulgaria,
However, Bulgeria and Rumania must be considered largely as
Munknown quantitics" in which rumored militery activity can
neither be readily confirmed nor disproved,

- 16 -
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Because of the poor prospects of a quick viectory,
it is considered unlikely that the USSR would inspire a
Satellite attack on Yugoslavia in the immediate future, In
view of strong Yugoslav defensive capabilitics, it is improbable
that such victory could be obtained without the commitment of a
sizable force of Soviet troops, Unless the USSR is preparcd to
cormit its own troops, or would be content with only a limited
initial objective, it appears unlikely that a Sovict-Satellite
attock on Yugoslavia is inminent,  (SECRET)

" Weathor in Yugoslavia having adverse ofgect nan
ypon 1950 apricultural production

The deficiency of soil moisture during the spring
months, climaxed by a weck (July 2-7) of high temperatures and
dry winds will probebly have serious effect upon Yugoslavials
spring planted crops. Rye and barley, which were alrcady
harvested, escaped serious damege, The wheat crop, although
mostly horvested by now, was slightly reduced by accelerated -
ripening, According to tentative estimates by U,S, officlals,
the most scrious damage was suffered by carly potatoes, corn,
hemp, sugar bects, and oats,

Preliminary estimates have reduced the hemp, oats,
and early potato crops by 50 percent and sugar beets and corn by
possibly 25 percent, Unloss preliminary cstimates are greatly
in error, it seems reasonnbly certain that there will be no
significant exportable surplus of corn., There may cven be a
deficit, Hemp and hops are among other crops of which exportable
supplies will be roduced both in quantity and quality. Thore has
been no official recognition of the problem, All published state-
ments indicate a normal crop., Obviously, official announcement
of possible food shortoges might cause public uncasincss,

The most important effeet of the shortage will be
decreased exports, with a consequent reduction of Yugoslavia'ls
foreign exchange, (CONFIDENTIAL)
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Insufficiont Corn crop moy affoct nph
Yugoslay cotton procurcuent

Prelininary production cstinates arc that the white
corn crop in Yugoslavia will be less than the 100,000 ton come
nitrment to Egypt and mey therefore affcoct their cotton procuire-
nent program, An agroenent was recently mode to sell Egypt
100,000 tons of white corn, The terms are similar to thosc of
the 1949 contract which has not been complotely fulfilled, White

Ccorn is grown poclfically for Egypt, wherecas the corn generally
producced in Tugoslovia is of the yellow type.

: In viow of tho fact that no additional acrcage was
planted to white corn during 1950 and that soil moisturc in the
rogion where this corn is being produced is well below normal,
indications arc that the crop will probably be 25 to 50 percent
below the planned production of 100,000 tons, Since Yugoslavia
depends upon Egypt for a large sharo of her cotton imports, this
may force the govormment to use critically needed forecign
exchange for the purchasc of cotton in order to supplement the”
loss in the planncd procureoment through the sale of white corn,
( CONFIDENTIAL)

SPUCTAL ARTICTES

USSR, nerchant ship movanonts botween European USSR..
ggg Soviot Inr Bast, Jonuary-Junc, ;QQQ

- Yn 1949 the movenment of Sovict merchoant vessels betwoen
ports of Furopo wn Russie and thosce of the Soviet Far Dast suggoest-
cd o trend boward the expansion of the Far Fastern merchant fleect
at the cxponse of the Baltlc and Black Sce flects, Evidence avalls
able for the flrst six months of 1950, howecver, indicotes no ace
ccleration of that trond, nor docs it show any very ulﬂniflcant
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changos in the type of goods carried to the Sovict Pacific ports
by the Soviet morchant marine, Traffic, howover, was much larger
in volwume.

During 1949 twenty-six Sovict merchant vessels of

© 1000 gross tons and over sailed for tho Soviet Fer East, while
only eight ships medo the voyage from the Far Tast bock to

~westorn and southern Russia, thus giving the Soviet Fer Eastern
nerchant flect an apparocnt not gein of eightoon ships in 1949,
During the first six months of 1950 twenty-two vessels of 1000
grosa tons and ovor moved cast end sixbteon west; most of thom
were beotween 5000 and 8000 gross tons. The net gain in the
Far Fast was, thereforc, six vessels, or just ovor two percent
of ‘tho total number based in the arca, Of these gix, four were
new, 1100 gross ton cargo vesscls delivercd by Hungery to the
USSR for usc in the Far East, Apart from merchant vessels of
1000 gross tons and over, seven fishing schoonecrs, built in
Finlond and delivercd as reparations, moved to the Far Dast via
the Panoma Canal; two othor fishing craft wore transferred from
the Black Sea to the Pacific; and throe floating drydocks wore
towed from the Baltic to the Far Eagt, This lost addition is
significant in that it repreosents a potential increase in the
Sovicet Far Eastern flcet capacity to facilitate an accelerated
rete of repair for vessols in the arca, Another possibly sige
nificant novement, now undorway and therefore not included in
the above totals for January-Junc, is the transfor to the Far
Fast of the ncwly-reopaired ox=German liner Asia., Thoe vessel,
with a passcenger capacity of 1000, passed Port Said in ballast
on 5 July.,

Although castbound merchant shipments did incrcase
from two tronsits ocach in February, Merch, and April to five in
May ond cight in June, while westbound shipments declined from
four in March and April and five in May to one in Junc, cargos
carricd were not unusual, Tlour, salt, coment, one shipment of
mongancsce orc, and two tanker loads of Diesel fuel moved cast
during the sixe-months period;  westbound cargos through Junc
1950 included rice, soy beans, paper, and rubber, The movement
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of tugs and landing craft from Buropcan USSR to the Far East
was reported, but in small numbers only; namely, fourtcen lande
ing craft and four tugs.

Excopt for the drydock movoment, the first six
months of 1950 revealed little of strateglc or ccononic signifi-
cance in Sovict merchant ship movements between castern and
western USSR, The trond in May and Junc was dofinitely toward
heavicr castbound traffic, bubt at present it docs not appeer
1ikely that the noet increase in the Far Fastern merchant-flcet
in 1950 will oexccced that registered in 1949, Some 1,000,000 groes
tons or 55 percent of the total Soviet merchant fleet-is based
in the Far Fast ot the present time, and cconomically, Soviet
watorborne trade within the arca is not large cnough to justify
further expension, Furthormorc, it is unlikely that mony
additional mcrchont ships arc necded in the Far East to support
possible militory action in that locality. Future efforts will
probably be dirccted towerd tho accolerated repair of vessels
now in the area, rather than toward any substantlal net inercase
in their mumber, (SECRET)

Hungarien 8ocial Denocrats under fire

Recent measurcs token to reduce Social Democratic
influcnce in Hungary again cloarly reveal the duplieity of
Cormunist tactics, The forced rosignation of three former
Social Denocrat cabinet ministers, the arrcst of popular
Social Demoerat leaders, who, although purged from the Social
Domocrat Party for their opposition to the merger of the Social
Democrat with the Comwnist Party, have been ummolested for the
past two years, and the widesproad attacks on Social Democrat
workers indicatc that tho ecampaign is not linited to the climine
ation of o fow individuals, but rather is dirccted at liquidating
the non~totalitarian left as one of the most dangerous potential
cnemics of the regime,

The Comrmnists, awore of the threat from a party
whose ideologleal oppeal infringed on thelr own territory,
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bogon in 1945 to solicit the Socinl Democrats as allics, Barly
failurcs (the Social Denocrats refusal to join the Cormumlsts
on o joint list in the 1945 cleoctions) compelled the Comunists,
with the aid of certain unscrupulous Social Democrats under the
leadership of Arpad Szokasits, to got rid of the recalcitrant
Soeial Demoerats in proparation for the fusion proceedings in
1948, Once they had roduced the Social Denoerat party to a
docile group, the Communists united the two portics into the
Hungarian Workers Party.

: Tt wasn't long, however, hefore cven those obsorvers,
who felt that such closc cooperation with the Communiste would
insure the continued oxistence of the Social Democrats, roalized
that the mergor had merely been a trick to destroy not only the
Social Demoerat orgenization but also the membors, For two
years (1948-50), the Commmists kept up the pretense that the
ncw Ihmgoarian Workers Party was a joint party of Communists and
Soeinl Domoecrats, The Communiste loudly denounced accusations
that the nass scrcening of the HWP, instituted irmediately
after the merger, was ained at olimincting indigostible Social
Demoerats, although the purge resulted in the expulsion of
200,000 nombers most of whom wore Social Democrats, Also during
this perlod, former Social Democrats wore gradunlly being weeded
out of Govermment and party positions, The number of Social
Denmocratic represontatives in Rarlisment, compered to the number
of Commmiste, foll from twoethirds of the CP strongth in 1948
to onc~third in 1949,

Social Demoerats who had boen instrumental in
delivering their perty into the hands of the Communists and who
had boen rowarded with high govermnont positions have now oute
1ived thoir uscfulness as Communist puppets, They are being
roplaced by real Corrmmists in fulfillment of the Comrmnist plan
to have all top goverrmment posts occupled by bona fide party
nerbers, Thus, in the past four months Istvan Kosse, Minlster
of Financc, Sandor Ronai, Minister of Foroign Trade, Istvan
Ricsz, Ministor of Justice, and Arpad Szokasits, Presidont of the
Presidiwm, have all beoen ousted, It is reported that the last
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Social Domocrat remaining in the Cobinct, Gyorgy Marosan,
Minigtor of Light Industry, will be replaced in the very ncar
futurc,

The greoat strength of the Soclal Democrats in the
Hungarian trade union movement was a strong doterrent to too
great pressure on the party in the early postwar periocd, With
the unions now under their full control, the Cormmwnists arc
arrosting the more popular Social Democratic leaders, Social
Donocrat workers who have shown signs of independencc,; or who
arc suspected of passlve resistance, arc being arrcsted and
tricd daily in workers! courds in factorics throughout the
country. Thus, the fote that awaits cven collaborators of the
Cormunists in no better than thot of tholr strongest opponents,
(CONFIDENTTAL)
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