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GENERAL,

1. Tripartite protest to USSR considered--The Department of
State has forwarded to London and Paris for official comment
a proposed note of protest to the USSR conceraing the present
situation in Berlin, suggesting that consultations be held im-
mediately for settlement of this issue. The Department indi-
cates that although a three-power note would be preferable,
the US plans to send a note or equivalent statement indepen-
dently i the French and British fatl to endorse the US note.

US Ambassador Douglas reports that the British have o
- indicated agreement to the draft note but do not believe the -

note should suggest negotiations through the Conference of !
Foreign Ministers or reference of the dispute to the UN, US
Ambassador Caffery in Paris reports that although French ,
Foreign Office officials may differ as to the wisdom of the ]
original western stand on Berlin, they are unitoed in the belief
that the western powers must now remain at all costs or suffer I
a shattering loss of prestige. : ' !

:
f

2. UK receives Sokolovsky reassurances with reserve--US Am-
bassador Douglas reports that UK Foreign Secretary Bevin.
feels very strongly that the US and UK should continue efforts
to build up the air lift to Berlin as rapidly as possible, despite
the apparent softening of the Soviet position in Marshal Sokalov-~ '-
sky’s reply to the recent British protest. Douglas also reports !
that the British Military Governor in Germany recommends i
that the western allies continue efforts to build up air strength ﬁ
in order to demonstrate to the USSR that the crisis will not be
over until full communications for allied and German person-

' nel are possible and quadripartite administration of the city has
been restored. The Military Governor believes that Sokolovsky's
letter should be received ‘‘with the utmost reserve’’ because it
does not provide an acceptable settlement of the situation in
Berlin even though, in his opinion, it removes any likelihood
that the USSR intends to starve out the German population of
the western sectors.
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(CIA Comment: CIA does not believe that Sokolovsky's
publicized assurances necessarily signify that the USSR intends

to relax its restrictions on food shipments to the western sectors

of Berlin.)

. French analysis of Cominform action against Tito--US Ambas-

sador Caffery in Paris transmits from French sources formerly
connected with the Comintern the views that the Cominform docu-
ment on Tito frankly admits that: (a) the Cominform is essen-
tially the same organi.zation as the prewar Comlntern, (b) the
Kremlin regards the ‘‘popular democracies’’ as Soviet territory;
and (c) Moscow does directly intervene in foreign countries and
no Satellite enjoys any independence whatsoever in its relations
with the Kremlin. The same sources also told Cafiery that
Premier Dimitrov of Bulgaria had recently lent a sympathetic
ear to Tito’s proposal for a Balkan federation and is consequently
“‘in difficulties with the Kremlin.”’ Caffery adds that the French
Communists are obviously greatly embarrassed by this crisis

in the Scoviet sphere.

. UK to exploit Yugoslay situation--US Ambassador Douglas has

learned that the UK Foreign Office intends to “‘exploit the Yugo-
slav situation to the hilt’’ through information media directed
particularly toward Poland and Czechoslovakia.

USSR reportedly shipping arms to Czechwmm\

_ that the USSR f{s shipping arms and
ammunition to Czechoslovakia in lieu of the food called for by
the Soviet-Czechoslovak agreement.

the ‘‘Russian timetable ™ calls

for the outbreak of hostilities with the western European powers
in August 1948.
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(CTA Comment: The majority of US observers in
Europe are of the opinion, in which CIA concurs, that the USSR
will not provoke an early armed conflict in western Europe.
Moreover, the current rift between the USSR and Yugoslavia
makes the present time inopportune for the USSR to wage war.
Available evidence indicates that the rate of arms shipments
from the USSR to Czechoslovakia does not indicate prepara-
tions for western European eonflict in the aear future. Such
arms may be intended for transshipment to Palestine.)
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COMMUNIST PROGRAM FOR CIVIL DISTURBANCES IN BERLIN

The Berlin Communists, under Soviet direction, have been
expected to create a ‘‘revolutionary situation” if popular unrest
in the city develops sufficiently during the present critical situ-
ation, Their objective presumably would be to furnish the Soviet

" military forces and police with an excuse (1) to occupy the west-

ern sectors of the city on the pretext that the western powers
were umable to maintain order; and (2) to insist on confining
representatives of the western powers to limited areas for “‘their
own safoty’’ until they could be removed from the city under Soviet
‘‘aafe conduct.”’ The Communists are now reported to have laid
plans for the organization of ‘‘action squads’’ headed by Commm-
nist shop foremen and local district leaders. H the food sitnation
in the western sectors becomes desperate, operation of public
utilities 1s to be suspended by strikes, while city-wide demonstra-
tions in the name of ‘‘unity’’ and against the currency situation
are to be sponsared by the Communist squads, who would then.
incite the demonstrators to occupy the city government buildings

by force and invite violence on the part of western police or troops.

This information could have been ‘‘mamifactured’ by the German
ant!-Communists for propaganda purposes (as was ‘ Protocol M)

or by the Communists as a part of the current Berlin waz-of-nerves.

The information, however, apparently comes through reliable
channels and is in general consistent with current estimates of
Communist inientions. : ' : ‘

Current Soviot tactics in Berlin, however, appear to be
calculated in large part to force the western powers into local
regotintions on the Berlin situation, in the expectation that such
negotiations could be broadened to include Soviet demands on
overall probiems. The Communist ‘‘action’’ program probabiy
has been formulated, as reported, but presumably would be put
into effect only on a signal from Soviet headguarters and could
be discarded at any time. Minor disturbances, within the frame-
work of the program, may be authorized as an additional threat
to the western position in Berlin. The USSR, however, will
probably not set in motion the full program until the western
powers have refused tc negotiate on Soviet torms and then only
if the logistic position of the western powers in Berlin has furthker

- deteriorated.
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1. Further discussion of proposed note to USSR--The Department

of State has proposed to the UK and France that the military
governors representing the western powers in Berlin should
ask Marshal Sokolovsky on 2 July whether his recent note means o
he is in a position to rescind Soviet blockade measures and ' :
when this might be done. The Department suggests that if
Sokolovsky should promise an immediate lifting of the blockade, j
the US would reconsider whether the proposed note of protest -
to the USSR is necessary. The Department believes, however, i
that if Sokolovsky’s reply indicates further delay, the note
should be dispaiched on 3 July. -

The Department has agreed, following discussions

with the British and French, to delete from the proposed note
any mention of possible reference of the dispute to the Council
of Foreign Ministers, but intends to retain the suggestion that
the problem could be referred to the UN if the Allied Control
Council should be unable to resolve the question in a reascnable
time. The British and French have indicated their acceptance ' .
of the note in this form. ' . :

Clay expects Soviet puppet government for Berlin--US
Commanding General Clay in Berlin reports that he expects
an early .Soviet declaration that the elected city government
in Berlin has failed and will be replaced by a puppet govern-
ment for the city. Clay feels that recent events indicate “a
hardening in the Soviet position.” |

ST S TP GUU oSO DY R

2. Soviet press minimizing Berlin impasse--US Embassy Moscow £
expresses the view that the mild treatment given the Berlin ;
situation by the Soviet press suggests that the Kremlin expects
no real crisis over Berlin. The Embassy believes this mild
treatment is “‘probably of some significance in evaluating
just how far the USSR is prepared f? go in settling the present

- Berlin situation to its satisfaction. "pogypene No. 802
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. (CIA Comment: CIA agrees with the Embassy’s inter-~
pretation that the USSR expects no real crisis over Berlin.
CIA does not believe that the Kremlin intends to press the
Berlin issue to an absolute showdown.)

EUROPE

8. YUGOSLAVIA: Tito's ability to withstapd USSR--US Charge

Reams in Belgrade reports his belief that Tito seems to be
the “‘master in his own Communist house’’ and that “‘Stalin
cannot cust him quickly without war.”’ US Ambassador Smith

- in Moscow, in recommending that the western powers encourage
Yugoslavia, considers it “‘questionable’’ that Tito can hold cut
long against Soviet-Communrist efforts which must now be made
to cleanse the Yugoslav Communist Party.

(CIA Comment: CIA believes that the Kremlin is
powerless to “‘cleanse’’ the Yugoslav Communist Party in
the near future without resort to war. CIA doubts, however,
that Tito can resist Soviet pressure indefinitely without sup-
port from the west.) T
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1. Bevin’s ezplanation for Roberison letter to Sokolovsky--US
Ambassador Dougias reports from Londen that Foreign Secre-
tary Bevin considers that his commitment to the House of
Commons made necessary a reply from General Roberison
to Marshal Sckolovsky. Douglas adds that afier Roberison’s
letter has been sent the UK will be free io coonerate with the
US ‘““4o the fullest extent.”’ -

The Department of Siate has informed Douglas that =
any additional delay afier the dispaich of the British letier -
- to Sokolovsky wouild be ‘‘most dangerous’’ and that the US
could not agree to such delay. The Departmernt exprassed the
view to Douglas that Britain’s changes in position have given
an impression of ‘‘vacillation and indecision.”

2. UK suggests dispaich of B-29’s be deferred--Ambassador
Douglas also reports that, while the movement of US B-29’s
to Britain has the UK Government’s full approval, the UK
Cabinret believes that the transfer of the plancs should be ;
delayed in order not to give the USSR ‘‘an excuse for sending i
military reinforcements io the west.”’ ' :

- EUROPE

3. YUGOSLAVIA: Possible attempi tc probe US atiituds~-US
Charge Reams reports that he was approached by a Yugoslav
Commurist offfcial who is close io Minister Djilas (top-rank-
ing Cabinet officer who with Tito and iwo others was recently
atiacked by the Cominform). Reams believes that source may
be a member of the Ceniral Committee of the Communist
Party. Reams is convinced that source was well briefed and
kad the blessing of the top authorities, although scurce pro-
fessed to speak as a private individual. During the conversa-
tion, scurce said: (a) Yugoslav officials couid not understand
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why the US had not softened its attitude during the past stx

" months since they had assumed it ‘‘would have been aware

of increasing tensions between Yugoslavia and the USSR’’;
(b) the US press and radio should be careful not to offer glow-

ing promises of future aid to Yugoslavia or not to make violent

altacks on Tito, because either action would make most dif-
ticult ‘‘the steps which the Yugoslav Communist Party hoped
to be able to take’’; and (c) Yugoslavia was extremely anxicos
to ‘“liquidate’’ the Greek siteation and would give no more
aid to the Creek guerrillag. Source also inquired as to the
U8 attitnde in the event that Yugoslavia asked to partictpate

in the Buropean recovery program.

garian Foreign Minister
that, as a condition to the resumption of diplomatic relations
betweea Buigaria and Greece, Bulgaria would insist that
Greece renonnce all claims on Bulgzarian territory. Kolarov
categorically sfated, however, that Bulgaria would not simi-
larly rencunce its claims to Greek territory, but would seek
to realize them by peaceful means in the ‘“‘aitmosphere of
friendliness which should develop from the resumption of
relations between the two countries.”

NEAR EAST-AFRICA

. SAUDI ARABIA: Pan'-islamic war against !sréel foreseen~--
US Minister Childs in Jidda has been told by the Saudi Arabtan -

Deputy Foreign Minister that no Arab government will accept
a Jewish state in Palestine. The Deputy Foreign Minister
added that: (a) Pakistan had recently seant word it was pre-

- pared to furnish forces for the Palestine war; and (b) if the

struggle coatinued, ‘it would develop from a Pan-Arab to a

Pan-Islamic one, the consequences of which would be hard

to foresee.”’ (Preliminary steps have already been taken in

Pakistan, Iran, and Afghanistan to send volunteers, supplies,

;::1! ﬂnanc%al aid; respectively, to support the Arab cause in
estine,
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1. D t action now inst Tito believed uniikely--US

Ambassador Smith in Mcscow expresses the view that the
Soviet-Yugoslav breach is authentic and will grow wider rather
than narrower. Smith considers it unlikely that the USSR wili
at this time take ““overt direct action’’ against Tito, disavow
the Cominform action, or make a face-saving offer. US Em-
bassy Belgrade believes that a compromise can now be reach

only through the personal intervention of Stalin. o

. Berlin e reporiedly cannot be setiled se tely--US Am-

bassador Murphy reports that the western governors are agreed
that Marshal Sokolovsky is under instructions which permit him
ro latitude in negotizting the transport guestion uniess thers is

a complete discussion of the German question. The western
governors believe that the USSR intends now to settle the Ber-
lin problem cnly as a part of the setilement of the eatire Cerman
problem, and that further action in Berlin by the three western
milifary governors would serve no useful purpose,

. USSR atiacks Iran’s alignment with US--US Ambassador Wiley

reports that on 2 July Prime Minister Hajir discussed wiih
Soviet Ambassador Sadichikov cutstanding differences between
iran and the USSR. During tke discussion Sadichikov declared
that these differences could be settied satisfaciorily if fran
would change its ‘‘inadmissable policy of political and mili-
tary unity with the US.” Hajir replied that Iran was 2n inde- |
pendent and sovereign nation and felt itself free to turn Wher-
ever it wished. He also said that the Iranian Government
would never dedicate iiself to Communist revolution and that,
if war should break out, Iran would be on the side of the UsS
and the UK, Sadtchikov then raised the question of Iran’s
rejection of the Soviet oil concession in Octcher 1947, saying
that Soviet prestige had been gravely damaged thereby and
that the situation must be remedied. Hajir has requested
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Wiley’s advice as to whether Iran should: (a) follow a ‘‘fixed,
ciear, and definite”’ , policy vis-a-vis the USSR; or (b) leave
the door “‘half open’ 1ozfnrﬁxerta1kswithaviewtosiaumg
for time. The Department of State has informed Wiley of its
belief that leaving the door half open to the USSR would be
dangerous and that Iran should follow a “‘fized, clear, and
definite’’ policy of standing up for its mdependence and of
conducting its foreign relations on the basis of sovercign
equality with other states, free from coercioa.

. NpOSE 3 reaty--The De-

partment of State has in.formed Ambassador Wiley that it
disagrees with the Shah’s recent suggestica that Iran should
denounce the 1921 Soviet-Iranian Treaty of Friéndship. The
Depariment feels that: (a) the treaty contains ceriain provi-
sions advantagsous to Iran; (b) the treaty does not permit the
USSR unilaterally to move its forces into Iran; (c) the USSR,
might, with some justification, interpret denunciation of the
treaty as an unfriendly act; and (d) a public airing at this time
of Iranian-~Soviet differences might provoke, rather than deter,
further Soviet interference in Iran,

NEAR EAST-AFRICA

. PALESTINE: Prospecis for Arab accentance of truce extension--~
The US Milﬁayy Aftache in Beirut expresses the cpinion that the
attitude of King Abdullah of Transjordan will ultimately deter-
mire whether the Arabs will resume fighting in Palestine, although
the expressed position of all of the Arab staies is that they will
rencw. hostilities unless Israel accepts their demands, The MA
bases this opinion .on the belief that the Arabs would be ‘‘prac-
tically impotent’’ without the Transjordan Arab Legion.

(CIA Comment: Although great pressure is being placed
on Abdullah by the UK to accept an extension of the truce, it is
unlikely that the Arabs will agree to such an extension because:
(a) public pressure for a resumption of the war exists in all the

-2 e
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Arab states; (b) the Arabs are convinced the truce is working
in favor of the jews; and (c) violations of the truce during the
past few days have increased substantially. CIA comnsiders it
unlikeiy that the Arabs will agree to an extension of the truce
except in the improbable event that Bernadoite accepis the
Arab “counter-proposals’’ <- a unified Arab Palestine -- as
2 basis for further negotiations with the Jews.)

THE AMERICAS

s.wwg- |
the police, subsequent to S

Canal Zone, ‘‘have the situation well in hand’’ and the position
of the government candidate (Diaz) is ‘‘very strong.”’

(CIA Comment: H successful, the Panamanian Govern-
ment’s efforts to deny the Presidency to Armulfo Arias, who
received a plurality of the votes in the 9 May elections, would
be a favorable development for US security interests in the
Caribbean-Central American area.)
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. 1. Arabg reserving decision on Palestine truce--US Embassy
Cairo has learned from an Arab League official that the Arabs
are reserving their decision on prolongation of the Palestine
truce while awaiting UN Mediator Bernadotte’s reply to the .
Arab counter -proposals for a permanent Settlement. The "
Embassy reports the British Ambassador’s belief that the
bellicose Arab assertions should not be taken fully at face
value and that the Arabs may prolcmg the truce despite staie-
ments to the contrary.

UK advises Arabs to accept iruce extension--Foreign
Secretary Bevin has told US Ambassador Douglas that he
wishes to leave no stone unturned in British efforts to extend :
the Palestine truce. Douglas reports that the UK is advising : :
the Arab governments of iis views that: (a) the truce must be
exiended; (b) if the Arabs are responsible for the resumption
of hostilities, Security Council condemnation is inevitable and
future UK arms deliveries will be impossible; (c) a Jewish
state is an established fact; and {d) the UN Mediaior’s pro-
posals are more favorabie to the Arabs than any suggested
before and should be used as a basis for negotiations.

PR o P

EUROPE

2. YUGOSLAVIA: Reported reasons for Cominform action--
The US Military Attache in Paris transmits from a compietely
reliable source an account of remarks made by Communist
Leader Duclos,at a meeting of the Freach Communist Party
Poiitbure,concerning the Cominform atiack on Marshal Tito.
According to Duclos, Zhdanov (Soviet Cominform representa -
tive) charged Tiio with violating the principles of intemational
Communism by: (a) supporting Bulgarian Premier Dimitrov’'s
opposition to the Kremlin, presumably in connection with the :
Balkan Federation; (b) faﬂmg to support the Greek guerrillas |
and exploiting the Greek situation for Yugoslavia’'s profit; f
(c) making termtorial demands oxhxneste a.nd {d) opposmg
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the proposal that the Balkan Communist parties give financial .

support to the western Communist pariies. Source stated that,
according to Zhdanov, the USSR had decided that formal con-
demnation of Tito was preferable to allowing Tito to permit
leaks of information concerning his divergencies with the
Kremlin, thus providing ammunition for foreign anti-Commu-

nist propaganda. '

(CIA Commenti: CIA believes that Tito primarily was
prevented from obeying Kremlin orders by the problems aris-
ing from Yugoslav “‘nationalism’’ and internal economic and
political difficulties.)

FAR EAST

. INDOCHINA: French action held necessary--The US Consul

in Saigon reports that the siwation in French Indochina has

become so confused that it is essential for the Freanch Govern-~

ment to take positive‘and prompt action both con the recognition
of a change in the status of Cochin China (now a French colony)
and the official acceptance of the Franco-Vietnamese agree-
ment of 5 June 1948. The Consul adds that lack of action will

confirm the Vieinam belief that the French Government refuses -

to acknowledge the agreement arranged by French High Com-

~missioner Bollaert, thus leaving the Vietnamese with nothing

to hope for from the accord or from future neg‘otiations.

(CIA Comment: CIA believes that the present Xuan
regime in Indochina has little chance for success because the -
Schuman Covernment is not likely fo jeopardize its position
at this time by risking debate over the liberal concessions
necessary for the continuation of the regime.)
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1. Palestine truce pot to be extended--UN Mediator Bernadotte

reports through US Navy channels that the Palestine truce
will not be extended. Bernadotte has requested water lift
from the US Navy to evacuate UN equipment and personnel
at Haifa. Bernadotte indicates that he will endeavor to ob-
tain assurances from the belligerents that the UN evacuation
will not be interrupted by either party.

UK _proposes extension of UN Falestine arms embargo--
US Embassy London reports that a high UK Foreign Office
official has expressed informally the view that the US, the
UK, and other ‘‘right thinking’’ Security Council members
should be prepared to offer a new resolution extending the
Falestine arms embargo and retaining UN observers in the
war theater. The UK official suggested that because of Bri-
tish treaty obligations, the UK might be subjected tc Arab
pressure for the resumption of arms deliveries oa the grounds
that the Jews were the aggressors. The official believes, there-
fore, that maintenance of the UN arms embargo, thus relieving
the UK of its treaty obligations, would be desirable.

EURQFE

2. CERMANY: Economic deterioration in Soviet %one confirmed--
US Ambassador Douglas in L.ondon believes that Marshal

Sokolovsky’s remarks to the western military governors
concerning economic deterioration in Soviet Zone Germany
confirm British information that the “‘messy’’ Soviet currency
reform and the interruption of east-west trade ars-having an
adverse effect on the eastern zone. At the meeting with the

UE, the UK, and French military governors, Sokolovsky re-
portedly said, ‘‘Before taking decisions of your own in Lordon
you should have asked yourselves what would happen in Berlin.”’
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bassador Douglas re from London that the UX is
atrmapressuremxmgAhdnnah of Transjordan, whom the
British regard as the ‘‘only Arab leader capabie of retrievicg

the sitoation’’ in Palestine. Abdullah 1s being urged to: (a) avoid
being drawa into rencwed war against Israel; and (b) seek a pew
mesting of the Arab League Politieal Committee to consider com-
plisnce with the Security Council’s appeal for exteasion of the ;
Palestine truce. Forelgn Office spokesmen tol@ Douglas tat i
Britich representations regarding Transjordan’s weak sapoly !
position had already ‘‘ssriously frightened’’ Abduliah but stated
that Abdullah had been unable to act in time to prevent Arad
League rejection of Count Berpadotte’s truce extension appeal.
Douglas adds that the British stress the point that although the
Arab League has rejected Count Bernadotte’s proposal, the
League has not yet considered the Security Council’s resclution
urging extension of the truce.

- 3, Recommended change in US policy on Damube conference--US
Charge Reams in Beigrade reports that the new s on in
Yugoslavia would seem to alter western strategy corcerning the
forthcoming Danubian conference. Reams has little doubt that
the Soviet strategy will be to make the Yugosiavs ‘‘stand out in
front” in opposing the US and UK. .Reams stresses the importance
to the U8 of preserving unimpaired the opportunity for influencing
the future course of developments fn Yugoslavia. He accordingly
recommends that the US reconsider the previously expressed
British and French preference for blocking the conference in
advance through insistence upon unanimous agreement for all
new decisicons tnken at the conference.

[P A

®

3. Embassy Belgrade analyzes Tito-Kremlin rift--According to
U , &h ‘ I'ito and Stalinh is now
irrepressible’’ and the USSR must inevitably exert its strength

in an atternpt to supplant Tito. Reams belioves tht: (a) Soviet
' Document No. __ 006 L
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pressure will eventually drive Tito to some form of accommo-
dation with the non-Soviet world; (b) the Yugoslavs will play a
weiting game until the USSR forces the issve; and (¢) Yugoslavia
will in the interim avoid open quarrels with the west and will
attempt to expand trade with the US and UK. Reams cossiders
that most probably the USSR will undertake a cold war against
Yugoslavia, accompanted by implied threats of direct action. -
Reams believes that any threat of direct action by the USSR
against Yugoslavia should ‘‘call for’’ quick asd decisive US
support of Yugoslavia.

CFM meeting on Itali: : :
ment of State has instructed US ambassadors to the UK and France
to enlist the cooneration of those countries in avoidiag a meeting
of the Conference of Foreign Ministers on the question of the
former Ralian colonies. The Department believes that such a
meeting is not required by the terms of the Ralian peace treaty
and could be of benefit only to the USSR. The Department believes,
moreover, that the agenda of the meeting could not be limited to
the Raltan colonial question and might thus lead to a discussion

of the German question ‘‘through the back door.”’

TOP . RET .
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. ' 3 ) epis--US Ambassador :
Donglas in Lundon reports that Forei@ Secretary Bevin has ’g
personally instructed British missicms to impress upon all Arab :
governments the ‘‘grave danger’’ which the Avabs will face #f
they persist in refusing to extend the Pajestine truce. Accord-
ing to Douglas, the British representatives are to express the
view that because the Arab League decision to end the truce was :
taken before it knew of the 7 July Security Council resolution re- -
. questing a {ruce extension, the Arab leaders should be able to :
retreat without loss of prestige. The British maintain that by
agreeing to a brief truce extension the Arabs would be given an
opporiurity for explaining to the Security Council their grounds
for believing the truce one-sided and for proposing a modifica-
tion of the truce terms. ?

THE AMERICAS
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1. US objectives in Palestine situation--The Department of State
bas informed the US delegation to the UN that the basic US
objectives in the Palestine situation are: (a)an extension of
the truce; () 2 negotiated final seitlement; and (c) continuance
of concerted action with the UK to the maximmm extent consist- ,
ent with US policy. Concerning possible Security Council action,

~ -the Department prafers an SC resolution ovdering the parties
to accept a truce under Chapter VI of the UN Charter, because
of present indications that some acticn of this kind will be re-
quired to force Arab reconsideration.

2. British views on Palestine settlement--US Ambassador Douglas
L,ondon reporis that the present British cbjectives in Pales-
tine are: (2) to end the hostiltties an conditions which will
ensure as far as possible that the fighting will not be resumed;
and (b) to work cut by peaceful means a setilement approximat-
“ing that proposed by Count Bernadotte buat avelding the idea of
political unioa between Jewish and Arab statos, which would be
fatal to Arab acceptance. According to Douglas, UK Foreign
Secrefary Bevin regards as most erncial the fact thai both King
Abduliah and an intermediary of the King of Egyst have expressed
fear lest the Security Council threaten the Arabs with sanctions.
The UK Foreign Office consequently favors adoption of an SC
- vesolution threatening sanctions but considers it cssential that
the resolution be so phrased as to diminish British influence
over the Arab governments ag litfle as possible. '

Douglas also transmits a Fareign Office report that an
intermediary for King Farouk of Bgypt has declared that all
the Arab states desire some means of stopping hostilities which
would at the same time permit them to save face.

8. US to recognize Korean national ovornment--The Department
. of State has informed US misslions abroad that the US contemplates

the issuance of a statement soon afier the formation of the new
j Document No. 0o f
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. government in south Korea dﬂclariug that the US regards the

new government as ‘‘the national government of Korea as
envisaged by the General Assembly resoluticas.”” The De-
partment also contemplates announcing in this statement that
the US intends to send a special representative to Korea to
negotiate with the new government. The Department feels that
any action by the UN Korecan Commission, its member states,
or tie US which would imply a disavowal of the new Korean -
government would seriously jeopardize the very considerable

progress that has been made in restoring freedom and inde-
pendence to the Korean pecple,
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2. GREECE: Greeks may accept Satellite Jplihcal refugees-- SECRE T |
US Charge Rankin has learned from the Greek T oreign Office e/ D/ISTE
* that the ureek General Staff is now prepared to accept all

genuine political refugees from the Satellite states, provided
that the financial problems involved can be met and adequate :
. security can be established against further infiltration of , 7 |
Q spies. Rankin comments that discreet Greek offers of refuge '
to anti-Communists in the Satellite countries would bolster
resistance groups in the Soviet bloc a.nd would “keep the
Kremlin and its satraps on tenterhooks’’ regarding the possible
formation of subversive movements or of governments~-in-exile.
{Greece has refrained until now from encouraging the entrance
of political refugees because of its fear that this might further
complicate relationships with its northem neighbors. The new
policy would be similar to Turkey’s practice of accepting such
‘refugees desplte protests from the Satellite governments con-
- cerned.)

PV P

FAR EAST

3. CHINA: Revolutionary move against Chiang--US Embassy SECRE T
Nanking reporis that the Hong Kong Kuomintang Revolutionary S Dy
Committee (KMTRC) of Marshal Li Chi-shen expects to move wrr
to the mainland of China -~probably prior to 18 July--to establish
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1. Reactions to projected US recognition of Koreén government--

US Embassy London has received a memorandum containing

UK Government objections to recognition of the new government -

in South Korea as the ‘‘national government of Korea envisaged
by United Nations General Assembly resolutions.”’ US Em-
bassy Canberra has been informed by the Australian Foreign
Office that Australia will not recognize the new government
until Korea has been admitted tc UN membership. US Embassy
Nanking has been told by the Chinese Foreign Minister that
China will definitely join the US in recognition of the new gov-
ernment.

[(83 7.1 Comment: Present indications are that most UN

' member states will not follow the US plan to accord formal
' recognition to the new Korean government. These govern-

ments apparently prefer to delay action until the September
session of the General Assembly when they will have an
opportunity of deciding collectively whether the recent
elections in South Korea adequately fulfilled the terms of the
UN resolutions under which they were held.)

EUROPE

. GREECE: Communists called on to continue fight--US Charge

Rankin interprets a recent radio appeal by the KKE (Greek
Communist Party) for civilian party members as well as the
guerrillas to continue the fight in Greece as indicating that

the guerrillas are cracking under the double strain of the Greek
Army’s Grammos offensive and the constant battering which
the police have given the Communist Party during the past six
months. Rankin considers it significant that this latest appeal
was issued by the Central Commitiee of KKE (the political
leadership of the party) and not the military leaders.

(CIA Comment: CIA believes that this broadcast and
another on the same day, in which the ‘“‘Provisioral Demo-
cratic Government’’ anncunced its ‘‘Pesdimoss Bo accepta |
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democratlc solution which would bring peace to Greece,’” may
indicate that under pressure of the US-supported Greek Army,
the Greek Communists will ke forced to abandon their present
military campaign. The apparent transfer of rebel leadership
from the military to the political is proiably significant as
part of the Communists’ program to “‘legalize their fisht,

The political leaders of KKE probably entertain little hope,
however, that a nsgotiated peace can be concluded with the
Greek Government. Meanwhile, there are no immediate sigas
of weakening determination cn the part of the guerriilas in the
Grammos struggle.)

NEAR EAST-AFRICA

. PALESTINE: Arab League seen forcing Abdullsh into line--

US Representative Stabler in Amman expresses the opinion
that Transjordan’s continusd desire for an “‘honorabie way’’
out of the war in Palestine will not prevail at the Arab League
political committee meeting which is considering the Security
Council’s truce order. Stabler believes that strong opposition
by other Arab states will force King Abdullah to vote with the
majority {cresumably for rejection of the truce order).
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, ' 206(
. US participation in Brussels Pact talks--The Department of 75 ™

State has informed US Ambassador Douglas in London that

the US Government is sending representatives of the armed
forces ‘‘to participate, on a non-membership basis,” in the
military conversations now being keld by the Brussels Pact

o e

countries,
EUROPE _ B
. TTALY: Secchia to succeed Togliattl if he dies-- 55393 » : 3.3(h)(2)
source in Rome reports that Secchia, for some time reported '

to be an advocate of revolutionary action, took over political l
direction of the Communist Party wher Togliatti was taken to ‘
the hospital. US Embassy Rome expects Secchiz to assume

permanent direction of the Party, if Togliatti should die.

Although the Embassy believes that such a development might

lead to another flare-up of violence, it considers Raly’s forces

of law and order capadle of quelling any Communist revolt.

. . »
. USSR: Reasons for Soviet replies on Berlin--US Military (W1 M

Attache Moscow advances the following probable reasons for
the strong Soviet reply to the Western Power notes concern-
ing Berlin: (a) the Politburo reasons that the Western Powers
are not prepared to fight over Berlin and no other course will
be effective in maintaining the western positicn; (b) the Kremlin
is determined to extend its control in Germany as far as practi-
cable by all means short of war; and (c) the Soviet Unicn feels
the need of making a show of Soviet strength for propaganda
purposes following its receat political reverses.

(CIA Comment: CIA concurs with the analysis presented

by the US Military Attache.) |
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PALESTINE: Arabs facing dilemma--Glubb Pasha (British :

Commander of the Arab Legion) has informed US Representz- S~ )

- tive Stabler in Amman of his belief that the Arab states will

cbey the Security Council’s order as a face-saving way of
ending the war in Palestine. Glubb added, however, that
although Abduliah and the Transjordan Government strongly
desire to end hostilities, they are afraid of the other Arab
states and of public feeling in the Arab world. He said that
all the Arab governments, in attempting to make decisions
with respect to Palestine, are more concerned with popular
reaction and internal security than with the military situation
and the warnings of the Arab chiefs -of -staff that the war can-
not be carried on.

FAR EAST -
ng (o

CHINA: Soviet Ambassador urges end of civil war--US 4 Vﬂ/"
Embassy Nanking reports that Soviet Ambassador Roshchin

and the Chinese Minister of the Interior recently heid a six-

hour conversation concerning the civil war, during which the _
Ambassador urged that the Chinese civil war be brought to

an end for the sake of all concerned. The Embassy expresses

the opinion that this approach by the Soviet Ambassador

suggests: (a) the USSR is concerned that US aid may strengthen

the National Government; {b) the Chinese Communists are weaker

than they appear to be; and (c) Soviet officials may have relatively

little respect for the Chinese Communists, and that the USSR will

continue to propose Soviet assistance as mediator in the Chinese

civil war,

(C1A Cgmment Whﬂe CIA is not in a position entirely
to discount Embassy Nanking’s explanation of the Soviet Am-
bassador’s approach, CIA considers that the following considera-

- tions are pertinent: (a) the USSR may estimate that a continuation

of hostilities would insure continued US aid and further extension

_of US influence over Nationalist China; (b) the USSR may reason
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could be accelerated, especially if a coalition government should
take over; and (c) the USSR recognizes that it would reap sub-
stantial propaganda benefits from a successful Soviet mediation
of the civil war.
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1. Bevin believes CF}M meeting on Kalian colonies rﬂgired-.- 75 S/ b
UK Foreign Secretary Bevin has informally expressed to US B -

Ambassador Douglas the view that the wording of the Malian
peace treaty clearly calls for discussion of the disposal of
the Kalian colonies by the Council of Foreign Ministers unless
all four members agree otherwise. Bevin believes that the
USSR can be expected to press for a meeting and that it .
would be a2 mistake for the US and UK to attempt to evade it.
Douglas expresses the opinion that Bevin can be persuaded

- to change his views cnly #f US arguments on psoiitical grounds
are strong. _

R e T S W S

1

A
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EUROPE .

2. TRIESTE: Rival factions split Trieste Communist Party-- Seeass €1ET A

US Political Adviser Joyce reports that the Comintorm attack
.on Tito has caused a “‘definite and clear split’’ along national-

ist lines in the Trieste Communist Party as well as the Com-
munist-dominated labor unioa and other mass organizations.

Joyce believes that two rival parties will emerge and that the
pro-Cominform group, which will receive support from the

ktalian Communist Party, will be stronger than the pro-Tito

group supported by the Yugoslav Communist Party.

0
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1. UK desires nepotiations with USSR on German sttuatlm--us S J6ve .
Ambassador Douglas reports that Foreign Secrefary Bevin  § (738 “,
believes the western powers should reply without delay to the :
Soviet note on the German situation in order to keep the initin- '
tive. Bevin takes the view that the US, the UK, and France
should remain firm in settlngtorththeir rights and rejecting
the Soviet arguments but should not close the door to discussion _
of the outstanding differences with the USSR. Bevin believes
/ ~ that the Soviet Government would be willing to discuss the o
problems further and that the western powers are now ina - .
position to contemplate the resumption of negotiations on a
basis of equality if not superiority. Bevin is inclined to be-
lieve that these negotiations could include not only the German’
problem as a whole but also the “‘general sitnation.”’ Douglas ;
adds that Bevin insists that the westerna powers must maintain z
f) supplies to Berlin and keep up resistance to Communist infiltra-
) tion.

heS
\\

Estimated food and fuel requirements for western Berltn--
The US Oifice of Military Government (OMGUS) In Berlin estimates
that minimum daily requirements for the western sectors in that
city during the summer months are: food, 1178 tons; medical
and maintenance supplies, 73 tons; military supplies, 160 tons;
caal, 2380 tons; gasoline and diesel fuel, 20 tons (3811 tons total).
OMGUS reports that on 17 July the reserve stocks of food far the
entire population amounted to a 30-days supply, which was being
maintained by the air 1ift; reserve stocks of fuel were estimated
to amount to a 40-days supply. OMGUS further estimates that *
during the winter moaths of December, January, and February, the
coal requirements will be increased by 620 tons, thus making a
daily total of 4431 tons. OMGUS believes that althmgh any reduc-
tion of this total would mean considerable hardship to the popula-
tion of Berlin, if necessary the figure for coal could be lessened o
by about one lmf,‘tlms reducing the average daily air 1ift to 3000 v
tons. (Air lift tonnage as of 19 July was averaging about 2400
tons daily.)
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oviet press and radio quiet on Berlin--According to US
88y Bioscow, the Soviet pecple are sill uninformed regard-
ing the Berlin crisis extspt for the toxis of the US note of protest
and the Soviet roply. In evalvating this unusual lack of Soviet.

- propagands ireatment, the Embassy comments that: () it is

wrong to intespret the continuing press silence as “‘any zeal
indication’’ of Soviet intenticn to retreat on the issve; and (b) -
the Soviet leaders are prokably awaiting fortber western power
reaction to the Berlin biockade before commiiting themsolves
with thelr people to a definite course in the fluid Berlin sifuation.

(CIA Comment: CIA conturs in the forezoing explanation
of the lack of Soviet press and radic comment on the Berlin issue.)
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1. Bevin cansidering oral approach to Moscow--A high UK Fareign 67/3 TS, |

assader Douglas that Bevin ‘)

ts cms the possiblmy of an oral approach at Moscow" 9,
on the Berlin situation. The official indicated that Bevin's action 7/67 Zf-
would be slnmlhnams with the presentation of the ﬁn'eexwestem

govemmms notes to the USSR.

western sectors of Berlin s worsening dafly. According to
Murphy, the air 1ift {s providing the population with enough food
to sustain life but not to sustain morale over an extended pertod, -
and the curtailment of industrial activities s leading to a great
increase in unemployment. Murphy says that the current rate
of industrial goods shipments by air lift from Berlin to the west-
ern zones can only dent the backlog of manufactured goods await-

. ing shipment.
' (C1A Comment: CIA concurs in Ambassador Murphy’s
estimate of the increasing gravity of the Berlin economie situation.)

sador Caﬂerybeueves tmt the most probe hle ..m of the

- French governmental crisis will be acoanﬁmbasedmapprm
mately the same elements as those of the Schuman government.
Caffery observes, however, that such a solution is unlikely to in-
spire public confidence. Caffery belicves that the downfall of the
Schuman government was generally unexpected and undesired,
even by the Socialists, and resulted primarily from electoral pre-
occupations and an inabntty to control the momentam of party
mansuvers. Caffery has little doubt that the present crisis, re-
vealing so clearly the lack of unity of the democratic iorces of
the center, bas murt the prospects of a2 centrist political scluticn

and has correspondingly suengmem%g%wwm an% toa
lesser the Commmnists.
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gcm Comment: CIA agress in general with Ambagssador
Caffery s estimate but believes that it may be neceasary for the
naxt French government, in order to command a safficiently
strong Assembly majority, to include more clements favorable
to De Gaulle than did the Schuman government.)
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a general ECA purchase agreement at the time of the first ECA
purchase from Argentina. Bruce expresses the view that Argentina
is not considefing sales to Sovict-dominated countries in order to
embarrass the US but because of a commercial necessity.

F T VO
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_ 1. Western Eurcpean union endorses firm Berlin stand--US

EmbassyThe Hague reports that the foreign ministers of the
five western European unicn powers have agreed that the
western powers should stand firm in Berlin but must not
close the door to the USSR. The ministers reportedly agreed

- that from three to five years of peace at the present rate of
recovery will be needed by their countries to butld up their
military and economic potential and that they would be unable
to defend themselves if conflict broke cut socn between the
US and the USSR. The ministers expressed the hope that the
US could make manifest its military support of the western
union countries in a substantial way because this support is
needed if those countries are to make the most of their po-
tentialities., The western union representatives generally
believe that a broader agreement, such as cne covering the
Atlantic area and including Greenland and Iceland, would be
of questionable worth at this time becaunse it might be con-

- sidered provocative by the USSR.

EUROPE
: |
2. YUGOSLAVIA: friepdliness to Nialy poted--The

~US Military Attache in Rome has been informed by the Halian
Minister of Defense that during the past two weeks a marked
change in Yugoslavia’s attitude toward Italy has beer revealed
by: (a) the absence of all friction between Yugosiav and Ralian
troops on the border; and (b) friendly approaches to Halian
officials by Yugoslav diplomats in Rome. .

Amalysis of Tito’s position--US Charge Reams. fa
' Belgrade reports his belief that for the first time Tito may
now actually enjoy the support of the majority of the Yugoslay
people. Reams reasons that Yugoslavs now see in Tito: {a)
thetr best defense against the USSR and further sovietiza -
tion; (b) their only gearantee against forcibie collectivization;
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and {c) vindication ¢f thelir national pride and supericzity over
Bulgarians, Hungarians, and Albanians. Reams zSserts, however,
that to secure and use this new natianal support, Tito cannot
merely reiterate answers already made to the Cominform but -
must move ahead in new and affirmative directions in order to

- Fecoacile his claims to Communist orthodoxy with nationalistic

Yugoslay thinking.

. (CIA Comment: Although CIA concurs in general with
Reams’ analysis, it is valikely that Tito will ake any new
moeves until e has abandoaed all hope of a rapprochemegt with
the Kyemlin, Moreover, the popular support for Tito’s stand
agatust the Kremlin does not represent endorsement by the.
Tugeslav people of Tito’s domestic policy. Regardless of
the cutcome of his disagreomeats with the Kremlin, Tito will
have serious difficulties in winning popular sapport for his
regime.) '
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1, US-UK oﬁﬁeﬁals {o block Sovilr@e S - C/A

Political Adviser Murphy in Berlin transmiis a decision of s-¢cin |

' US-UK Zone Germany officials that beginning 26 July no '
railway traffic starting from or destined for Soviet Zone ' '
Germany will be accepted. According to the decision, how-
ever, international transit rail traffic which begins and ends
in couvntries cutside Germany will still be allowed to cross
the western zone, even when such traffic involves movement
throuvgh the Soviet Zone.

{CIA Comment: This extension of the UK embargo
on barge and rail traffic of 24 June will have further adverse
effeets on the economy of the Soviet Zome, regarding which
Marshal Sokolovsky has already expressed concern.)

NEAR EAST-AFRICA

| 2. IRAQ: Continuing opposition to cease-fire threatened-~ o/n- Rt .

- Accoxding to US Embassy Cairo, lragl spokesmen in Cairo
have protested to the Egyptian Foreign Minister coneeming
‘statements that Arab League aceeptancé of the UN cease-
fire order in Palestine had been unanimous. Iragi representa-
tives declared that they had not voted for accepiznce and that
they would coatizue to oppose the cease-fire even if such a_
course meant egpulsﬁoxa from the UN

3. SAUDI ARABIA: An&‘Us ension thoveht relieyed--US Lega. a/Rn - 4»/
tion Jidda expresses the view ﬂhat the tense situation-over
Palestine which caused grave apprehension that Saudi Arabia
might break relations with the US has appaveatly passed. The
Legation belicves that unless the US takes unilateral action
which is favorable ¢o Israel and adverse to the Arab states,
the possibility cithér of a break with the US or of cancellation
of ‘US oil concessions appears remote.
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4, INDIA: 10,000 Nepalese trcops to be loaned to India--US S- ¢y N
Charge Dopovan has been imiormed by the Nepelese Ambag- ’
sador to India that Nepal is lending 10,000 troops to India. {
The Ambassador stated confidentially that the Indizn purpose !

* in obtaining the use of these troops for imternal security duty ) ;
im India 15 to release regular Indiam Army troops for service
in Kashmir. Donovan agrees that the use of these Nepalese
troops will permit an increase in India’s fighting forces in
Kashmir or in possible military operations in Hyderabad.

o R ke e el -
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i. GERMANY: Estimate on Berlin supply siteation--US Rep-

resentative Riddieberger in Berlin reports that the supply
situation in western Berlin points more and more to the end
of August or to early September as the crucial period. Ac-
cording to Riddieberger, the US Military Government esti-
mates that the present stocks of gasoline paper, and coal
will be depleted by that time.

USSR ma o Berlin ai» corridors--Repre-
sentative Rlddleberger quotes

that Soviet officizls plan in the near future to declare two of
the three air corridors ciosed and then to interfere with air
traffic in the remaining corridor by carrying out large Scale
air maneuvers in the area west of Berlin. Riddiebsrger points
out that this information may be a Soviet piant to hasten ac-
ceptance of a conference on all German problems, but ke

‘believes that such action cannot be ruled out as a possibility.

(cia Comment: CIA agrees with Representative
Riddieberger’s estimate of this report.)
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. PALESTINE: Acab refuge 1S Bob
A British Foreign Offica aificial has informed US Embassy Loadon
~ that there are now some 250 00C Arab refugees from the Jewish

et

GENEERAL
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i. US recognition of Transiordan urged--US Consul Gensral €I1R- S ‘

Macdcnald in Jerusalem strongly recommends that the Depart- €/ A- S

ment of State consider extending recognition to Transjordan.
Macdonald believes thot such recoguition would be timely in
view of the fact that Transjordan accepted both Security Council

 truces, was mainly respeasible (together with Egypt) for accept-

ance of the truces by the cther Arab atates, and continues to be
the leading advocate of peace and moderation within the Arab
League.

US Represeatative Stabler im Amman has been informed
by King Abdillah of Transjordan that he believes any final setile~
ment of the Palestine problem will have to be imposed on hoth
jews and Arabs by the Security Council. Abdullah stated em-
ohatically that he thought the Arabs would accept such a settie-
ment. Abdullab also said that: (a) it wonld be necessary to

. have separate Jewish and Arab areas in Palestine; (b) the Arab

areas should be attached to Transjordan; and {c) population
shifts should be made to take care of minority pmblems.

meat of State has exprossed to the US deiezatica in London the
view that postponement for another year of the final dispositicn
of the Ralian colonies aprears to be the only sclution which would
meet US and UK sirategic requirements and still be acceptable

‘to the General Assemdly. The Department is urging the UK Gov-

ernment to give gsericus consideration o pestporement because
of US, British, and French differences on the Halian colcuial
question and beczuse of the unlikelibood that a proposal based
on US-British {deas weuld be accepted by the General Assembly
in September 1948,

-NEAR EAST-AFRICA

agess seen as potentizl source of tropble--

Document No. 4 )

. US propcses delag n dﬂgposﬁtim of finlian cclmies--'me Depart- C/A-S
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part of Palestine. The Foreigr ONice believes that the con-
centration of these refugees in couniries neighboring Palestine
is beginning to have sericus economic and social repercussicas
and that the refugees are likely to cause trcuble for the logal
governments. The Forelgn Office, which estimaies that the

- number of Arad refugees in the Middne Bast i3 now greater
than the sumber of Jewish refugees in Europe, is losking into
the possibility that the Iniermational Refuges Organization can
take some action in the maﬁber.

t
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Caonivol of Berlin believed p% Soviet gectlve--'ﬂs s - 7Ts
Ambassador Smith in Moscow cts no evidence of -

an urgent Soviet desire to negotiate the overall German
question and suggests that the USSR is at present primarily
interested in liquidating Berlin as a ceater of western in-
fluence. Smith observes, however, that this does not imply
that the USSR is abandoning its cbjectives in western Ger-
many. Smith believes that the USSR might be tnduced tempo-
rarily to forego ‘‘the battle for Berlin’’ if sufficiently attracted
by westera power concessions on all of Germany.

(CIA Comment: CIA remains of the opinion that coa-
cessions on western Germany are the primary Sovist objectives

- and considers that unilateral control of Berlin is a sscondary

aim of the USSR.)

‘Reaction to US proposal on Kalian colgnies--US Ambassador S -7s5

Caffery transmits a report that British representatives attend-
ing a US-UK-French conference on the italian colonies are un-
favorable to the US propesal that final decision cn the colonies
be postponed for another year. The UK delegates reportedly
pointed out that such deferment would place upon their country
another year of heavy financial and military burdens and would
give nmatiomalistic elements in the colonies a chance for further
agitation. The French delegates expressed apprehension that
the USSR might use this proposal as a means of gaining a share
in a temporary administration of the former Kalian colonies
during the period of delay. :
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EUROPE -
1. FRANCE: Reynaud gg‘ ‘‘full economic ggers”--l“inanee‘ e)A- S
Minister Reynaud has informed US Ambassador Caffery that S .

Premier Marie has agreed to ask the French Assembly to
grant Reynaud ‘‘full economic powers’’ for a period of 18
months. Reynaud told Caffery that he intends to resiga if
these powexs are refused, because without such powers he

““could do nothing constructive.”’ Caffery has also been in-
formed by 2 prominent Socialist that the creation of a :
“‘superior governmental committee,” including leading -
Socialist members and possessing the right to pass on
“‘decree laws,”’ should be a sufficient guarantee to Soctal- .
ists that government decrees would conform to the Constitu-
tion and would safeguard the rights of labor.

(CTA Comment: Although the Sccialists may not !
oppose the granting of decree powers to Reynaud at this time, :
their opposition to such delegation of authority can be ex- !
pected to develop as Reynaud’s program takes form.)

Document No, 23
NO CHANGE in ¢1gqg, o .
W DEC‘LASSIFIED | |

Class, CHANGED IO:

s s ¢ :
DDA Memo, 4 4 |

Auth: Dpg g ’ny 1763 '
. \ - i
Date: : 60

ToMmpm- B 028

Approved for Release: 2018/10/19 C06749451



_.  Document No. 24

55

" NO ¢ iNGE in Class. [] TU
o W | 749
TS S ¢ _

)g;L_..-,CL.f-...,SIFIED

)class. (FaBuEd T3
DDA Memo, 4 Apr 77

DIA R . %/1763
IEWBV: 02} GENERAL

Auth:
Date:

Approved for Release: 2018/10/19 C06749451 39 - JuL 1948

1. Barly decision on Halian colonies held necessary--US diplo- s-TS
: mc representatives in London have expresseg their agree-

« Hmabhoa .2 TTomo

ment with the view of UK and French representatives that a
year’s delay in deciding on the disposition of former Ralian
colonies is undesirable. The US representatives urge that
the US make an immediate decision as to whether it will
accept trusteeship of Tripolitania or will attempt to persuade
the UK to accept this trusteeship. These representatives add .
that the UK wishes the US to accept this trusteeship in order :
to assure western Europe and Mediterranean countries that .
the US is assuming a more positive role in the Mediterranean 3
area. They further suggest that the US might inform the
French that any possibility of Italian trusteeship of Tripoii- L ;
tania has been excluded from US thinking.

EUROPE

GREECE: Political leaders interfering in military affairs—-  C/A- S
US Ambassador Grady reports a recent conflict between Prime

Minister Sophoulis and the US and UK military advisers con-
cerning the removal of an inefficient Greek officer in the
Grammos campaign. During the discussions, Sophounlis
attempted to put pressure on the military advisers by threaten-
ing to resign. Grady cites this conflict as another instance

of Greek political interfersence in strictly military afiairs.
Grady feels that the US should recognize that it may eventually
be necessary to insist on a military solution of a military prob-
lem, even at the cost of causing the resignation of the govern-
ment,

NEAR EAST-AFRICA ;
;‘]
3

. PALESTINE: Jews reluctant to demilitarize Jerusalem--US CIAR- S
Consul General Macdonald reports that delay in iterizing

Jerusalem is leading to a critical situation and that uniess -
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positive action is taken within a few days, demilitarization

of the city may be impossible. Macdonald says that the Jews
are opposed to demilitarization because they fear that it will
lead to internationalization. He believes that if the expected
trouble develops between Hagana (the Israeli Army) and the
forces of Irgun Zvai Leumi (Jewish extremist group), the
Government of Israel will insist on remaining in Jerusalem -
in ordsr to ‘‘protect’’ it from dissident elements. In such

an event, Macdonald feels that Israel would probably proclaim
Jerusalem as part of the Jewish state and the Arabs would be
given just cause to accuse the UN of assisting the Jews through
the truce. ‘ :
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Eys ;
R esses need for SC action on Arab refugee problem-- S5 - 7S

— e

gias B
Secretary Bevin is lnforming the British UN delegatton that
it may postpone action on the Arab refugee problem until
2 August, but not later. Bevin said that the matter could not
be delayed longer because there is urgent need to: (a) show :
the Arabs that the UK and the UN are aware of Arab difii-
culties; and (b) convince the Arabs that the UN is not ‘‘a malig-
nant instrument but one to which they can look for help when
the need arises.”’ (See attached Annex for a discussion of '
the Arab refugee probism.)

PREREY

EUROPE

2. FRANCE: Serious threat to Government %gcted soon--US (/A ~ C«{
. f’) Ambassador Caffery belleves that a new and sericus tareat
~ to the French Government can be expected in the near future
after Finance Minister Reynaud’s program is kncwn and
measures to implement this program are submitted to the
.Assembly (presumably about 3 August). According to Caffery,

- - most observers feel that the presentation of this program will
bring about the first real vote of confidence in the Marie Gov-
ernment. Caffery believes that if Reynaud’s program is turned
down, Reynaud will probably resign and thereby precipitate a
government crisis. Caffery foresees difficulties in the approval
of the Reynaud program because the Socialist Party and the
Popular Republican Movement (MRP) fear that this program
will saddle the working classes with an unfair share of the .
financial burden.

. (CIA Comment: CIA believes that since only the
Gaullists and the Communists, to a lesser extent, could gain
from the fall of the Marie coalitian Cabinet, the present Gov- v
ernment has a reasonable chance to survlve until the October ,
elections.)

Y™ SVIPRNPT SR 9

A - SN

Approved for Release: 2018/10/19 C06749451



O

Approved for Release: 2018/10/19 C06749451

__TORSEERET

THE AMERKAS

33(N)(2)

Approved for Release: 2018/10/19 C06749451




O

Approved for Release: 2018/10/19 C06749451
T

ANNEZX
| 30 July 1648
THE ARAB REFUGEE PROBLEM '

The war in Palestine has produczd an Arab refugee prob-
lem comparable to the Jewish DP problem which the establish-
ment of a Jewish state was partly intended to alleviate. Although
Arab-Jewish hostilities have for the most part ceased, the problem
posedbytheArabreﬁngeestromisraelnowmnelghbonmArab
lands is threatening not only the truce and the possibility of a
compromise solution in Palestine but also the stability of the
entire Arab worid. Unless these refugees can be swiftly ané
adequately caredfor, they will swell the ranks of the Arab ex-

* tremists and possibly prevent the establishment of an effective

Arab-Jewish agreement for many years to come.

UN Rediator Bernadotte has estimated that the refugees
aumber between 300,000 and 400,000. Approximately 100,000 are
believed to be in Transjordan; 65,000 in Syxia; 55,000 in Lebanon;
25,000 in Egypt; ard the remaining 100,000 in the Arab-occuplied
areas of Palestine. The Provisional Government of Israel has
stated that it will ot permit any of the refugees to return to their

“homes until a definitive settlement of the Palestine issue has been

reached and then only under such restrictions that few Arabs wiil
qualify for repatriation.

The neighboring Arab states have neither the ecoromic
resources nor the political stability to absorb the Arab refugees
peacefully. The poverty of arable land ir the Arab states is
chronic, and no state can afford to launch large resettiement pro-
jects involving land reclamation. An exchange of populations :
might solve the problem, but such a solution would raise other .
serious difficuities. The eviction of the Jews from the major -
Arab cities, in which they form sizable minorities, would entail

further economic dislocation. If Israel were to recaive the 300,000
Jews in Arab lands as well as the 200,000 Jewish DP’s from Europe,

itsareawouldhavetobeexpamledmbeyondtheUNparuﬁon

4
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boundaries. Such a development would still further exacerbate
Arab feelings and would, therefore, contribute little to an ulti-
mate solution of the Palestine issue.

' Temporary relief for the Arab refugees can be faclli-
tated through substantial assistance from the International Red
Cross, the Internatioral Refugee Organization, and the Arab
League. However, a permanent solution of the problem, in-
volving the whole question of the future of Palestine, will prob-
ably require positive action by the UN.
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1. Soviet reacii guest for interview with Stalin--US Ambas-
sador Smith reports that he has communicated to Molotov's
deputy, Zorin, the request for an interview between Molotov
‘and Stalin, on the one hand, and the US and French Ambassadors
and the UK Charge, on the other, ‘‘in order to discuss the pres-
ent Sitnation in Berlin and its wider implications.”’ (The French
Ambassador and UK Charge were scheduled to take simiflar

. action.) Zorin received Smith’s remarks and aide memoire
in uncompromising fashion. Zorin replied that (2) Molotov's
absence on vacation for the time being prevented granting the
requested interview; and (b) the aide memoire indicated no
change ‘“‘in the position of the US or of any subjects which
would make profitable a conversation with Generalissimo,

' Stalin and Mr. Melotov.”’

Smith declared that he bad refrained from requesting
interviews with Stalin in the past ‘‘except om 2 matter of first
importance’’ and that he ‘‘considered the present situation the
gravest which had arisen’’ since ke came to Moscow two years

. and a half ago. Zorin replied that the positior of the Soviet
Government had been clearly defined in its 14 July note bat
said it he would transmit the US reguest to his Gaovernment
for consideration. ‘

¥

-

US vicws on ¢ Luse of Dodecanese airfields--The Depart-
ment of State bas transmitied to US Embassy Athens its opinion
that use of the Dodecanese airfields by the Greeks against the
guerrillas would probably elicit a Soviet protest and should
therefore be avoided if not dictated by absolute military necessity.
The Department recognizes that the lialian Peace Treaty which
ceded the Dodecanese to Greece also prohibits their militariza-
tion. However, the Department feels that inasmuch as the Treaty
allows defeated Raly to use temporary mmiarz installations to
meet ‘“‘requirements of an internal character,” the Greeks have
an equal right to use Dodecancse installations to maintain internal

order,
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1. GERMANY: importance of Berlin industrial producticn--US ' s - S
Ambassador Murphy has been informed by the US Military S <

Government in Berlin that a strict embargo on the sales of
industrial goods from western Berlin to the Soviet Zone is

not in effect, and that the British are still allowing a certain
amount of such trading to continne. Murphy says, however,
that even the present loose controls are having a telling effect
and that US officials expect these controls to cause a shutdown
of critical industries in the Soviet Zone within 80 days. Murphy
siresses the fact that the western zones also are largeiy de-
pendent upon western Berlin for mumerous critical industrial
items, and that, since the imposition of the blockade, more

than 400 tons of these items have been 2ir-lifted back to the

US Zcne.

French non-support of cccupation forces --Murphy
also reports that a major stumbling biock to French purticipa-
tion in the Joint Export Import Agency results from the fact
that the French Army of Gccupation is ““living off the land”’
in the French Zone while the US and the UK are maintaining
their Forces of Occupation at their own expense. Murphy says
that General Clay and General Robertson have taken the posi-
tion that the US-UK Zone cannot supply the French Zone unless
the French rectify this practice, but that the French seem un-
prepared to do so until 1 january 1849. Murphy says that both
the US and UK delegations feel that a firm understanding with
the French is now necessary te prevent an indirect subsidy
of the French Army by US funds for an indefinite period.

o

2. YUGOSLAVIA: Poor prospects for agreement on Danube--US C/A - S
Ambassador Cannon, chief of the US delegation to the Dambe
Conference in Belgrade, thinks that there is only a slight pessi-
bility of any serious discussion of the US draft proposals for a
Danube convention and that the conference may come to a break- 5
ing point “‘fairly soon.’”’ Cannon expects strong verbal clashes . |
between the East and West, with the USSR and the US as the chief !

protagonists. Document No. 27 —
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reports that in the course of the 2 August discussions with :
representatives of the US, the UK, and France, Stalin declared I

A

that the Soviet Union would agree to a joint staterent covering:
(a) removal of all transport restrictions, both those between
the western zones and Berlin and those on transit traffic with
the eastern zone; (b) exclusive use of Soviet Zone currency
throughout Berlin; and (c) resumption of negotiations on Berlin
and the scheduling of a four-power meeting to consider out- -
standing German problems. _ _ s

-Ambassador Smith comments that both Stalin and - -
Molotov are undoubtediy anxious for a settiement. Smith. -‘
believes that the USSR is primarily concerned with western
power action regarding Berlin currency and the formation of
the west German government. Although Smith is pessimistic '
over the prospect of any ultimate agreement on Germany, he i

- /D feels there is some hope for a Soviet guarantee of a corridor
~ into Berlin as a condition to acceptance by the western powers
of Stalin’s proposals.

French view on Stalin conversation--US Ambassador
Caffery reports that the French Government is convinced that
the USSR will want to discuss three subjects with the western
powers: (a) the monetary situation; (b) the London recommen-
dations; and (c) the Rubr. Caffery adds that the French are
highly skeptical as to the possibility of reaching agreement
with the USSR on the latter two subjects and have asked what
steps the western powers will take in the event of disagreements.

NEAR EAST-AFRICA

2. PALESTINE: UN Mediator threatens to resign--UN Mediator S
Bernadotte has infermed US Consul General Macdonald in Cea
Jerusalem that he is ‘“‘very disappointed and discouraged with

PPN Y VP e Y
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the lack of support from the UN and particularly with the
apparent noncooperative attitude of the US’’ which he believes
kas not provided him with the material support necessary to
carry out his task. Bernadotte says he cannot understand
why the US objects to lending Marines to the UN for spectal
guard duties in demilitarized areas, in view of the fact that
the US has no objection to supplying truce cbservers from

- both the US Army and Navy. The UN Mediator told Macdonald
-that he cannot continue at his post under present conditicns
and will feel forced to resign unless the required personnel
and equipment are forthcoming at once. The US Consul Gen-
eral agrees that Bernadotte cannot hope to accomplish his -
mission with the small force ke now has Macdonald also
expresses the opinion that Bernadotte’s resignatica would
preclude any possibility that the UN will find 2 solution for
the Palestine problem. Macdanald feels that under such
circumstances the US would be blamed by both Jews and
Arabs and he recommends that ‘‘every possible support’’

be given to Bernadotte.
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Date: .5 < ’v.-‘ 35 a’": iPTE o Stalin’s proposais--The Department S -75
of State has informed US Ambassador Smith that the US accepts
in principle, subject to clarification of the Berlin currency
arrangement, the three -point agreement proposed by Stalin
for settling the Berlin question. The US condition for accept-
ance of the Soviet Zone mark is an agreement providing for
quadripartite control of the availability and use of the new
currency in Berlin. Such an agreement, the US considers, should ,
include the control of credit, uniform applicatién of credit ) ' :
rules and currency issue within Berlin, availability of suffi- : i
cient funds for occupation powers, and a.rrangements to cover ‘ i
trade between the western zones and Berlin. : '

PSR IPUEIE ADS T DU SN N

Th . memd

2. US delegation will force consideration of vital Danube issues-- C¢/A -5

The Department of State has instructed the US delegation to

0 the Danube Conference in Belgrade to set forth the US position

promptly and to bring the vital issues to a head, in order to
test Soviet wiumgness to negotiate an acceptable tnstrument.
The Department believes that the paramount issue is the
question of western power participation in a future Danube
regime. The Department adds that the US will pot recognize
the jurisdiction of any new control body over the Austrian and
German Danube unless the western powers are represented
on such 2 body.

3. US urges postponing decision on Libya in UNGA --The Depart- S -75 |
ment of State has informed US Embassies London and Paris )
that the current three-power discussions on the Kalian colonies
have not, in the US opinion, taken sufficiently into account the i
political realities which the US, the UK,and France wiil have _ ;
to deal with in the UN General Assembly and which will deter-
mine the final solutions. The Department feels that the only
course is to advocate postporement in the GA of any decision
on Libya, because strong GA sentiment for Libyan independence
will virtually preclude agreement to UK trusteeship over Cyre- :
naica, to which the US remains committed. This view is to be s
strongly emphasized to Bevin and Schurman. ’

20 .
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The Depariment adds that the US will neither support
Hzlian trusteeship for Tripolitania nor accept US trusteeskip.
The US agrees to Italian trusteeship over Somaliland but is
strongly opposed to placing Italy once again on two of Ethi¢pia’s
_frontiers; the US therefore urges that the UK agree to division
of Eritrea between Ethiopia and the Sudan

4. US unwllling to send Marines for guard duty in Palestine-- C/R-S
The Department of State has instructed US Consul General
Jerusalem to inform Count Bernadotte that the US is not pre-
pared to send Marines to Palestine for guard duty because:
(a) provision of such troops might require additional US com-
- mitments to preserve the security of the original detachments;
and (b) there has been no Security Council action providing
for armed contingents of member governments for police duty.
~ The Department is concurrently seeking Briﬁsb support of
O the US position with Bernradotte.
i\ .

EUROPE

5. GERMANY: Currcncy reform damages Communist finances-- S-TS
The Office of the US Political Adviser in Heideiberg confirms
that currency reform in the Western Zones, by depriving the
German Comrmmnist Party (KPD) of its xérevious large monetary
resources, has left the Party in straitened financial circum-
stances. The Heidelberg Office reports that the Hamburg branch
of the Party must restrict its expenditures to the mcst essential
items and that members of the KPD student group in that city,
!ntherto supported by grants from Berun have been advised to

go and live in the Eastern Zcne.’

(CIA Comment: CIA believes that the Socialist Unﬁty
Party (SED) in the Eastern Zoane will be able to furnish sufficient
funds to a small group of KPD agents to maintain the core oi the
organization.)
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: 6 August 1848 .

PROBABLE SOVIET POSITION :
IN ANY NEGOTIATIONS ON GERMANY ,

The immediate objective of the USER, in agreeing to enter ’
into negotiations on Germany, is probably: (a) to ease present |
international tension; and (b) tc exploit the current dilemma of
the western powers by seeking an agreement on terms which
would offer the Kremlin certain strategic advantages in return
for tactical concessions.

If the Soviet representatives become convinced that the

western powers are unwiliing to accept minimum Soviet demands,

the USSR will probably proceed to utlnze the proposed conference‘
(2) to retard the western program for ‘‘containment’’ of the USSR;
(b) to promote dissension among the western powers; and (c) to
provide a sounding board for Soviet propaganda which would seek
to interpret Soviet willingness to negotiate as proof of Moscow’s
“‘peaceful intenticns’’ and the failure to reach agreement as proof

of western intransigence.

It 18 believed that in such negotiations the mazimum
Soviet cbjectives would be substantiaily as folicws: (a) deliveries
of German plant reparations and reparations from current pro-
duction; (b) the Soviet concept of demilitarization of Gerreany;
(c) the formation of a national German government; (d) a peace
treaty for Germany; and (e) four-power control of the Ruhr.

Although the USSR would, during the early stages of the
discussion, press vigorously for western concessions on all of
the foregoing points in order to create for itself the strongest
possible bargaining position, it is believed that it would be willing
o settie for considerably more modest terms, because of its
longer~-range and more irmportant cbjective of having a voice in
the government of all of Germany as well as in the councils of
the Western European nations. Such minimum Soviet terms will :
probably be governed by the following general aims: (a) to pre-
vent the economic and political stabilization of Western Europe, ' -
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of which western Germany is the key; and (b) to obtain for the
Soviet sphere economic beneﬂts from western Germany.

In the pursuit of the two foregoing objectives, the USSR
may be expected to insist on the following minimum terms:
(a) suspension by the western powers of final establishment
of a west German government; (b) resumption of scheduled rep-
arations deliveries from western Germany theough the Inter-
Allied Reparations Agency; and (c) some share in the produc-
tion of western German industry, including some voice ia the
economic administration of the Ruhr.

In seeking agreement on the foregoing terms, the USSR
may be expected to offer a number of conceesions designed to.
conciliate the western powers and pave the way toward German
unity. These concessions will involve some relazation of Soviet
controls in eastern Germany and probably will include a re-af-
firmation of western rights in and access to Berlin. Soviet
negotiators, however, will take care to insure that such con-
cessions do not impair the long-term capability of the USSR to
dominate eastern Germany, including Berlin.

Western power acceptance of minimum Soviet terms
would probably lead to a temporary agreement on Germany.
This would give the USSR a breathing spell, enabling it: (a) to
improve the economy of Germany's eastern zone as well as that
of Eastern Europe; (b) to tighten political controls over the

‘Satellite states; (c) to conduct peace-offensive propaganda; and
(d) to exploit western power differences in order to weaken the
present anti-Soviet western coalition. Western Europe in gen-
eral would welcome an agreement which afforded a temporary

relaxation in present East-West tension, while the USSR may
hope to profit by agitation for natiopal unity in Germany.

The US would thus be in effect gambling that the cum-
ulative effects of the European recovery program and other
measures that the western powers may take will more than

TOR-SHCRET
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outweigh the consequences of the rerewed opportunities that
will accrue to the USSR for disrupting Western Eurcpean
recovery and for gaining economic benefits. Weighed against
a continuation of our present dilemma, however, the gambie
would appear to be worthwhile.
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Date: ——1—33"%% detailed Palestine recommendations--US $5-Ts |
r Douglas veports that the B h Foreign Office i

is preparing detafled proposals for a permanent diviston of

Palestine along the lines of the present de facto Arab-Jewish

frontiers and hopes for an early integration of US and British

views on the subject. According to Douglas, the British pro-

visionally think that the best Palestine solution under present

circumstances would follow the lines of Count Bernadotte’s

previous proposais, but would omit, on grounds of expediency,

any specific provisions for economic union. The plan would

thus provide for: (2) an indepegdent Israel including most if

not all of Galilee ; and (b} an Arab territory, including the

Negeb, which would be governed as desired by the Arabs. W ‘

order to reassure both stdes, specific frontiers would be sub- X

ject to intexnational guarantees. The plan would include some :

form of international resporsibility for Jerusalem which might :
f) ~ place the city under Arab sovereignty; Haifa would be either \
~ made a free port or placed under some form of international -

cantrol.

Douglas adds that the British doubt whether either the
Arabs or the Jews would accept such a solution for some time
to come, and that the Foreign Office consequently stresses the
need for closely coordinated US-UK efforts in obtaining forceful
UN action and in bringing pressure to bear on the two parties.

2. eli Governor of Jerusalem ‘‘unccoperative’’ with Mediator-- ¢/A- s
US Consul General Macdonald in Jerusalem reports that, in con- e/A- S
versations with the UN Mediator, the Israeli Military Governor ¢, - s
of Jerusalem was ‘‘unfriendly, uncooperative, and defiant.”’

According to Macdonald, the Military Governor: (2) coneluded '

a vitriolic atiack on the UN by stating that the Jews had no con~

fidence in the UN and regarded it as a “‘laughing stock’’; and

(b) subsequently stated, on instructions from the Provisional
Government of Israel, that he cquld not discuss with the Mediator

the demilitarization of Jerusalem because Israel had not yet

accepted demilitarization. In princinle Macdonald believes, how-

ever, that “‘even at this late stage’’ both Arabs and Jews will - -

- N EE

Approved for Release: 2018/10/19 C06749451



Approved for Release: 2018/10/19 C06749451.
Ab'@]b'.tb

acquiesce in the internationalization of Jerusalem, if the city
is first demilitarized by ‘‘concrete, energetic action’” in-
cluding the Immediate provision of regular troops by the
three Truce Commission members (the US, France, and
Belgiom). Macdonald adds that unless such forces can be
provided, the whole demilitarization project should be aban-
doned as impractical.

EUROPE

. AUSTRIA: Renewal of negotiations sted--Austrian S - 7S °
Foreign Minister Gruber has urgently sugges S Lega-

tion Viemna that, if an agreement is reached to re-open quadri-
partite discussion on Germany, the US prepose a concurrent
rerewal of Austrian treaty negotiations: Gruber believes that
2 ‘‘favorable climate’’ for negotiations on Austria may resuit
from the recent diplomatic talks with Stalin, and that the USSR
would be prepared to accept 2 proposal of farther Austrian
treaty discussions. Gruber says that Soviet Deputy Foreign
Minister Vyshinsky has declared to a high-ranking Austrian
diplomat that the USSR is eager for an Austrian treaty and
that the only outstanding issue of direct concern to the USSR
is that of the German assets in Austria. ‘

NEAR EAST-AFRICA

tary aid--The s- TS

that Soviet Ambassador Sadchikov, in two recent conversations
with Prime Minister Hajir, demanded that the US Military
Mission to the Iranian Army be removed and that the Iranians
refuse to accept US arms. When Hajir re;ected these demands,
Sadchikov reportedly observed that Iran ‘‘absolutely refused’’
to cooperate with the USSR, announced that his health was bad,
and declared that he was returning to the Soviet Union.
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US Ambassador Cannon, chief oi the US delegatlon to the
current Belgrade Conference, believes that US insistence

on non-riparian membership in any future Danube Com-
mission will result in the termination of the conference

for all practical purposes and the adoption of the Soviet
draft convention. Cannon recommends that, in view of the
‘“larger strategy’’ of the US with respect to prospective
East-West negotiations, the US should sit out the conference
to the end and debate each issue as it arises rather than
force an earlier break. Cannon adds, however, that the
French and British delegations are less determined to

see the conference through.

c/A -3

The Department of S&te has instructed the US delegation
to support the British resolution calling for reference to
the International Court of Justice of the dispute regard-
ing the status of the 1921 Danube Convention. The US will
not, however, actually join in submitting this case to the
Court, because it was not a party to the 1921 Convention.

. UK shies away from Shah’s hint at ﬁg ~-Iranian alliance-- S - 73S
According to US Ambassador Douglas in on,

of Iran touched upon the possibility of an Anglo-Iranian al-
liance during his recent stay with the King at Buckingham
Palace. Douglas adds, however, that the British consider
such an alliance extremely undesirable, “‘because of the
trouble it would cause with the USSR"’ andbecause it would
pot benefit either the UK or Iran. The British were thank-
ful that the Shah, after receiving a noncommittal response
from the King, fatled to raise the question again.

Bevin fears shift in Soviet pressure to Middle or Far East-- S -75
Ambassador Douglas reporis that Foreign Minister
fears that the USSR, when it finds itself unable to make
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further gains in western Eurcpe, will fairly rapidly transfer
its point of pressure to either the Middle or Far East.

Bevin believes that the Middle Ezstwith Iran as a iocal
polnt, is the more likely area.

EUROPE

FRANCE: Assembl arovalof ecopomic program lkely--
An important officia he Interior Ministry has expressed
to US Ambassadoer Caﬁery optimism regarding the acceptance
of the Government’s financial and economic program by the
French Assembly. The Mmistry official expressed cornfidence
that Finance Minister Reynaud’s program would make due
allowances for the plight of French labor, thereby mollifying
the hostility to Reynaud in Socialist, Popular Republican, and
trade union circles.

{CIA Comment: CIA believes that the Socialists will
grant a reluctant vote of support to Reynaud’s program,
thereby insuring Assembly approval.)
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NEAR EAST-AFRICA

1. PALESTINE: Israeli official says ‘‘sudden’ operations imminent--
According to US Ambassador Douglas in London, the British Le-

gation Amman (Transjordan} bas imtercepted a Jewish broadcast
in which the Israeli Minister of the Interior stated: (a) Jewish
troops are about to undertake ‘‘sudden and unexpected’’ cperations;
(b) the Israeli Government S cooperating with Irgun in plans to.
amnex Jerusalem; and (c) Israel is being reinforced by air with
well -trained perscnnel and has recently received 40 combat air-
craft and other materiel. US Representative Lippincott in Halfa
concurrently reports the general impression of his informants
that fighting may be resumed within the near future. Lippincoit
also reporte that the Jews are resentful and uncooperative toward
UN observers; the Jews believe that if the second UN {ruce had
not been imposed, the Arabs would scon have been ‘‘on their knees
begging for peace.”’ According to Lippincott, many Jews justify
their demands for Jerusalem with the argument that n0 outside
state is willing to fight for it. Lippincott adds that the Jews, who
initially accepted international control of jerusalem because they
feared that the Christian world would object to their control of it,
now demand Jerusalem more vigorously because the Christian
world has shown little interest in its dispositicn.

THE AMERICAS

General USAF Caribbean and US Embassies Panama and Mana -
-gua, Nicaragua, report that Arnulfo Arias has arrived at San
Jose, where he is seeking aid for an early revolutionary effort
against Panama. General Somoza of Nicaragua has told US Em-
bassy Managua that he would invade Costa Rica f such an attack
were launched against Panama from Costa Rica.
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1. Bevin stresses need for guards in Jerusalem--US Ambas_sador S-TS

Douglas in London reports that Foreign Secretary Bevin, ina

long discussion of the security of the Middle East charactenzed
the Jerusalem situation as the ‘‘most serious’ facmg the US and
UK in that area and offered the British estimate that a re-epening
of the Jewish military offensive in the next few days is not unlikely.
According to Douglas, Bevin alluded to US unwillingness to supply
the Jerusalem guards requested by the UN Mediator and then asked
what the US proposes in pla.ce of such guards, inasmuch as the -
plan for ‘‘well-disciplined’’ Arab-Jewish police units in Jerusalem
now appears impracticable., Bevin expressed the view that such
guards could be supplied without the special Security Council action
the US felt necessary. Douglas concludes by suggesting that the
US seriously coasider proposing to France and Belgium, its fellow
Truce Commission members, that: (a) they supply the armed
guards requested by the Mediator; and (b) the US undertake to
transport the troops from Europe and to supply vehicles, com-
munication equipment, medical facilities, maintenance men, and
similar support for the French-Belgian force. :

Ralph J. Bunche of Count Bernadotte’s staif, in a conference in
New York with the US delegation to the UN, has reiterated Berna-

" dotte’s urgent request that a force of about 240 men be assigned

him in Jerusalem by the three powers of the Palestine Truce Com-
mission. Bernadotte feels that such a token force would indicate

points in the Jerusalem area; he believes this force would therefore
enable him to accomplish the demilitarization of Jerusalem which
he feels is the crux of his whole problem in Palestine. Bunche
emphasizes the Mediator's belief that he cannot succeed without

a ‘“‘token temporary UN police force’’ According to Bunche,Berna-
dotte plans: (a) to make a formal appeal to the Security Council

if the three Truce Commission members fail to supply his mini-
mum needs; and (b) to resign, if the Security Council fails him.

that he has UN support and would maintain order at three critical |
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Smte t!mt it agrees “in general” wlﬁ the UK pmposals ior

a definitive Palestine settiement based upon the present Axab-

Jewish ‘‘line-of-force” frontier. The US delegation believes

that there 1s much te be gained and littie to be lost by making

a vigorous effort to arrive at'a definitive sciution in time for

the coming UN General Assembly, {nstead ei merely propos- -
- ing to the GA 2 continuatica of the Mediator’s efforts. The ‘

- US delegation hopes that it will be possible to avoid a situation ]
in which the Mediator again makes unrealistic proposals which
will be rejected by both sides. The delegation agrees with
the British view that such 3 development cai be avoided caly
by reaching 2 joint US-UX positica which would be transmitted
to the Mediator and backed by both governments,

4, Embagsy Moscow agrees Soviet pressuré may shﬁft to Near East-- S-TS
, mbassy Moscow agrees w oreign Secretary Bevin that
when the USSR finds itself unable to make further gains in weat-
ern Burope, it will transfer its pressure either to the Middle or
Far East. Both Bevin and Embassy Moscow beliove that the
Middle East is the mors likely area. The Embassy also believes
that the Kremlin will pursue a covert rather than overt line of
attack. ' '

5. Egmenchvﬁ co«-French Foreign Minister = =~ S-T9S
Schnman has informed US Ambassador Caffery in Paris that :
France will support postponement of any final decision on the
disposition of Libya. Schkuman expresssd the opinicn that the
former French policy of supporting kalian trusteeship for
Tripolitania was a mistake but added that he canmot yel say
what sclution France will eventually favor. He believes that
British trusteeship would be the best solution for Cyrenaics,
and he warmly favors prompt return of Somaliland to Raly.

Schuman believes that a part of Exiirea should be ceded to
Ethiopia now and that a final decision on the northern portion
of Erttrea should ke posiponed.
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6. GERMANY: Currency situation in Berlin--US Ambassador s-T

Murphy reports that although non-Communist political leaders :
in Berlin are willing to accept quadripartite control of the '
Berlin currency, they fear that the acceptance of a currency
ideatical with that of the Soviet Zone would not permit the four
powers to exercise any real control. Murphy considers that
the arguments of these leaders are still valid, because recent
discussions in Berlin have not resulted in the release of enough
marks {o the inhabitants to solve the currency erisis.
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US delegation to UN concerned over Israeli intransigence--~ 5-Ts |
The US delegation to the UN in New York is increasingly con- |
cerned by reports of mounting Israeli intransigence with respect ;
to: (a) the status of jerusalem; (b) the UN Mediator and other

truce enforcement authorities; and (c) the procurement of mili-

tary supplies and personnel. The delegation believes that the

reports, although exaggerated, have some basis ir fact; it

observes that if the reports are substantially true, they wounld

indicate that Isracl may damage its own cause irreparably and :
make the precarious peace in Palestine moredifficult to main- - =
tain. The US delegation recommends that the US, “‘as Israel’s z
best friend,”’ call apon the Provisional Government of israel:

(a) to disavow such reports; (b) to domonstrate that its attitude

is in fact peace-loving, through wholekearted cooperation with ;
the Mediator, the Truce Commission, and the observers; and

(c) to deal firmly with Jewish cxtremists.

Smith’s views on US withdrawal from Danube Conference--US -5
Ambassador Smith in Moscow believes that a firm stand by the

US delegation at the Danube Conference in Belgrade will help

the current conversations in Moscow. Smith also believes that

US withdrawal from the conference prior to the end of the Moscow
discussions might help the US position in Moscow.

EUROPE

. ITALY: Migration as possible aid to colonial settlement--US S-7s

Embassy Rome suggests that in relation to discussions with
the UK on the political settlement of former Ealian colontes,

the US consider the possibility of a broad plan to develop central
Africa for emigration from Europe. The Embassy considers

that, without an cutlet for the surplus Halian population, US

efforts to place Italy on a self-sustaining basis will not be ade-

quate. The Embassy therefore suggests that the US propose to

the UK, France, Belgium, and Portugal that a program of Iialian
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emigration to central Africa be promoted as a contribution

to general Eurcpean recovery. The Embassy believes that
relief from the pressure of surplus population might diminish
the urgency of ialy’s desire to regain its colonies.

(C1A Comment: C1A believes that this plan of migra-
tion to central Africa would neither satisfy RRalian colonial
aspirations nor contribute materiaily to the solution of Italy’s

overpopulation problem. Such a project, which could encounter
opposition from the colonial powers, appears impracticable
because: (a) there is a limited amount of 1and suitable for
white settlement; (b) returns on capital investment necessary
to increase the productivity of such areas would be slow and
uncertain; (c) the discontent of natives pushed oif their iands
by additional white settiement would bhe exploited by nationalist
agitators; and (d) the present white settlers would not welcome

Italians.)

THE AMERICAS ‘

. PANAMA: Activities of Arnulfo Arias--The Panamanian -5

Ambassador has infermed the Department of State that, despite
Armilfo Arias’ presence in Costa Rica, Panamanians now be-
lieve that Costa Rica has “‘no intention”’ of intervening in
Panamanian affairs.

The US Embassy in San Jose, Costa Rica,has informed
the Department of State that there is no evidence in that country
of an imminent Arias-inspired revolutionary movement against
Panama.

(CIA Comment: CIA regards it as most uniikely that
any of the Central American governments will either openly
espouse the cause of Arnulfo Arias or lend him any significant
clandestine support. Furthermore, CIA estimates that a success-
ful coup by Arias against the established Panamanian government
is unlikely so long as he remains in exile.)

TOP RET
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EUROPE

1. GERMANY: Land government res% in protest--US Political
Representative Mayer in Baden-Baden reports that the German
Land Government of Wurttemberg-Hohenzollern (French Zone)
has resigned in protest against French orders for further dis-
mantling of industrial plants. To counter German allegations
that these orders resulted from efforts of British and Dutch
watchmaking firms to destroy German competiticn, Mayer

' suggests that the US confirm French public statements that

' the dismantling orders are not unilateral measures and have
been sanctioned by representatives of the European recovery
program. Mayer believes that this US confirmation would do
much to calm present German agitation on this question and
might prevent the spread of this unrest to other Laender and
possibly other Zornes.

(CIA Comment: The German action is indicative of
the longstanding and now increasingly overt German antago-
nism to Allied occupaticn measures which the Germans con-
sider punitive.)
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. UK advocates withdrawal from Danube talks prior to vote-- €/A - 3§
US Embassy London reports the opinion of the British Foreign

Office that the US, the UK, and French delegations shculd not

be present whken the final vote on the Danube Convention is

taken at the Belgrade Conference. The Foreign Office believes

it would be difficult subsequently to protest the legality of the

Convention, if the west participates in the final vote on its

adoption. Bevin has instructed the UK Embassy Washington

to express these views urgently to the Department of State.

: (CIA Comment: The UK probably intends to submit
to the International Caourt of Justice the question of validity
of the 1921 Danube Convention. This intention is apparently
leading the British to give careful consideration to legal
technicalities, because both the British and French were
signatories to the 1921 Conventioa, while the US was not.)

s el el -

. Arab feeling against Transjordan seen as threat to UK--US S-S
Ambassador Douglas in London transmits a report from the
British Mimster in Ammar expressing concern over the
“‘precarious’’ position of the UK in Transjordan and pointing
out that Syria, Iraq, and the Arab League’s Secretary General
are currently charging that the Arab Legion has been immobi-
lized by ‘‘British treachery.”” The Minister feels that the
main danger is the possibility of a Jewish attack, which would
find the Arab Legion lacking artillery and mortar ammunition
with which to resist. The Minister asserts that many Arab
states would rejoice in the downiall of Transjordan as proof
that a country loyal to the UK can hope for nothing. The Minis-
ter adds that, if disaster overtakes Transjordan while the UK
withholds ammunition, the British might as well abandon their
policy of building defensive alliances in the Near East.

(CIA Comment: If Israeli forces attack Transjordan,
the UK will almost certainly honor its treaty obligations with

that country. The UK is already considering stockpiling some '

armaments in Transjordan and Irag which would be released
to the governments concerned only in event of attack, apparently
from any source.) - Document No, 37
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EUROPE

4. SOVIET UNION: Molotov protests ‘‘kidnapping’’- of teachexs-- S-S
~ US Ambassador Smith reports that Molotov called him to the

Foreign Office at midnight on 11 August to read a vigorously-
worded protest on the alleged kidnapping of two Soviet school
teachers. Smith replied that ke had not been informed officially
by the US Government of the purported incident, and he categori-
cally denied the allegation that the US Government was involved
in any fllegal acts. Smith added that the man and his family
mentioned in the Soviet note could return to the USSR {f they

so desired.

. FRANCE: Reorganization in Comnmmnist Party~--US Embassy C¢/R - S

Paris observes increasing signs that an important shake-up

‘in the French Communist Party is in preparation. The Embassy

says that it is not yet clear how drastic this shake-up may be .

or whether a major Party purge is taking place. The Embassy
believes that the Communists are preparing to engage in “vigor-
ous action’’ during the election campaign this fall.
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6. PALESTIN‘E Medis ; ' S
Consul General Macdonald reports from ]erusalem that UN
Mediator Bernadotte has presented a strong letter to both
Jews and Arabs regarding truce violations in Jerusalem and : _
has threatened to refer the matter to the Security Council o
unless conditions improve. Macdonald agrees with Bernadotte :
that the Jews have been more aggressive than the Arabs in
violating the truce. Macdonald suggests that because the Jews
are sensitive to criticism and public opinion, they might be
directed toward better cooperation in maintaining the truce - ' i
if the UN, and especially the US, were to criticize them :
publicly for their failure to assist in ﬁnding a solution for the -

Palestine problem.

e/n - s

" FAR EAST s

7. CHINA: Major changes ‘‘not far off’’ --US Embassy Nanking -T5s
reports that the situation in China continues to detertorate -TS
and that, even though there is a “‘faiit glimmer of hope,’” the
tide continues to run against the Naticnal Government. The
Embassy cbserves that while Chiang Kai-shek is universally
criticized for his ineffective leadership, no one can suggest
any one to take his place; and that he is the one who holds the
country together. Unless 2 ‘“‘miracle’’ maintains Chiang in
power, the Embassy expects some kind of accommodation with
the Communists, or a regional breakup, or, most likely, a
combination of the two. The Embassy cantlons that the moment
of crisis may not be far off.

(CIA Comment: CIA concurs in general with the Embassy’s
analysis; see Special Evaluation No. 32, 21 July 1948. However,
CIA does not exclude the possibility that Vice President Li Tsung-
jen might come into power in the National Government as head
of ar association of regional leaders who, with 'continued US aid,
would probably be capable: (a) of staving off complete dtstntegra- ﬁ
tion; and (b) of resisting the spread of Communism at least as :
effectively as the present National Government.) -
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8. BURMA: Attempt to overthrow government in progress--US ¢rA-s
Ambassador Douglas reports from London the preliminary /A - "’f
views of the UK Foreign Office that the march of two insurgent e¢/A -5
army battalions on Rangoon represents an unorganized attempt ’
to overthrow the Thakin Nu Government. The Foreign Office

believes, however, that the Communists may take advantage of

the situation and join thé rebels. Foreign Secretary Bevin has

approved the dispatch of a cruiser to Burmese waters to pro-

tect British nationals, but he believes that, at this stage, the

British Government should not intervene militarily, as suggested

by the Burmese Government. US Embassy Rangoon reports

that the Chief of the British military mission considers the

Burmese troops in Rangeon and the reinforcements en route by

air from northern Burma are adequate to hold the city, but the

Embassy adds that Thakin Nu reportedly is ‘‘demoralized.”’

(CIA Comment: CIA believes that, while the situation .
is serious, the Burmese Government, unless it beoomes com- ) :
bletely demoralized, should be abl