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AUSTRIA
B ection year asctivity in Austria is likely to
result in e change In the po cal scene. Desplte

undercurrents of new political Interests, and the present
uncertainty regarding the regulations on the participation
of new parties in the October slections, the Peoplets
Party and the Boclalists are expected to continue o coali-
tion government in which the People's Party will retain a
nma jority.
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At present, an effective government for
Austria is dependent in large part upon cooperation
between agriculture and industry both representsd by
the People's Party) and labor (represented by the
Socialist Party), Although each party strongly do-
g8ires to be the senior partner in the governnent, 1%
is unlikely that either would refuse the secondary
positlion. Aslde from the dignity aceruing from parti-
cipation in the government, and the opportunity such
participation affords for watehing and checking the
other, each party desires to receive eredit for
achieving and implementing an Austrian treaty.

Though the relations between the conservative
People's Party and rightist/fegionalist and ex-lagzi
elements constitute a threat to future Peoplet's Party-~
Soclalist cooperation, these relations will not affect
the present coalition government or prevent its re-
constitution following the Oetober elections. Some
dissatisfied elements within the People's Party would
like to align themselves elsewhere, but no new party
which could serve this purpose has appeared; the
Socialists are, for practieal purposes, invulnerable to
the threat of new parties,

The politiesnl armesty resulting in the addition
of over 800,00 new voters to the electorate has inten-
s8ifled pre~election campalirning. Ulthin this block of
new voters are several nascent political groups; unnsmed
and still nebulous, but led by proninent ex-Nazis. The
People's Party has courted these new groups in the
attempt to ensure and, I1f possible, to inecrease 1ts
ma jority in the next government, It has also played ths
new groups against each other to forestall the emergence
of a new unified rarty which might prove capable of dis-
persing rightist strength to the advantage of the
Soclalists, The apparent readiness shown by at least two
of the nascent groupe to arrive at an alliance with the
People's Party would indicateo thelr leck of assurance of
their independent political stren-~th. Although Socialist
leaders ave probably fearful that ex-lazis will beconea
strongly influential in the People's Party, recent
Soclalist protests agalnst its government partner for con-
sorting with ex-Nazis ape largely election propagends.
There are no indications that the Soclalists will withdraw
from the Government.
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FRANCE

The excellent rench bargaining positicn in
the Franco-Sovist Eraaenagreemen% nego%ia%ions, ro-
sumed on 28 June at Moscow's suggestion, reflects
the marked economic and political progress of France
since these discussions were broken off by the USSI
late in 1947. The French are likely to resist
successfully Soviet efforts designed to clrcumvent
ECA policy. The USSR retains, however, considerable
bargeining leverage for inducing French concessions.

The French proposal to take sharplye-reduced
tonnages of coarse grains and fewer tons of chrome
ores and chemical pastes underlines the improved
position of the nation since 1947 in these vital
production sectors; the desire for 50! nore mangenese
than previously requested polnts up the average
nonthly increase from Mareh through MMay 1949 of
approximately one~third over the 1948 average in arude
stesl productlion.

The French instructions would speclfically deny
the USSR certain significant products which 1t has soll-
clted, nanely, small cargc vessels and tankers, althougi
the instructions meke no reference to the Soviet requesis
for el«.ctric motors, pumps, steel pipes, excavators, or
eranes, some of which are restricted items. On the other
hand, the USSR has proposed to elliminate from lts export
list items desired by the French, such as linen, lamp
black, and cotton linters. The USSIl has also suggested
limiting the term of the antieclpated agreement to the
balance of 1949 only, a tactic which the French are un-
likely to accept because it would leave France a heavy
debtor in this trade at the year's end, forcin; settle-
ment in dollars.

The French approach to the negotiations is
symptomatic of the Third Force Govermment's Increasing
confidence and over-sll resistance to Sovliet pressures.

The Govermment's "anti-trust” plans to stem the
current trend toward cartel agreements on price-fixing
are not likely to achieve this objective soon, although
they may appeal politieally to the working class and lefid
of center groups and result in closer harmony within the
coalition. The cartel agreements are partially responsible
for the general failure of manufacturers! prices to declins,
which 1s one of the most stubborn remalning inflatlionary
factors causing lubor unrest.
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The Government's present draft of pronosed
antl-trust legislation provides for: (1) obligatory
reglstration of price-fixing agreemeonts, (2) the ercation
of a cartel commission, and (%) a definition of what is
prohibited, including a clause providing that all agres-
ments would be illegal which resulted in prices highsr
then those which would result from free compebition.

Some difficulty is being expericnced in achleving agres~
ment on the definition of an illegal price arrangement.
Obligatory registration could serve in the long run to
consolldate and legalize, rather than prevent or invali-
date price-fixing and other restriective business pracihices.
Moreover, in view of French Government inexperience in

this matter, registration might result in wholesale cffi-
cial approval of highly restrictive agreements,

- If the Government could, however, by some means
force prices down in the near future, it might be able to
avold serious labor disturbances later in the year. Non-
Cormunist labor to date has not been generally willing %o
unite with the Uencral Confederation of labor in unity of
action on wage demands, continulng rather to express its
desire for real price reductions.

FRENCH Al'D SPANISH MORTII AMD WEST AFRICA

US extraterritorial richts in Morocco are
Jeopardlzed by the seemlng determination of France to
have them reviewed by the International Court of Justice
(IcJ). If the US should be stripped of these rights,
enjoysd since 1836, the lMoors would find their legal
Justification for obtaining their independencs from France
weakenod. Moorish sovereimty is presently recognized
only by the US and France. The precise definition of U3
rights has been a source of latent friction batween the US
and France since the Treaty of Fsz In 1912 eatablished
Morocco as & French protectorate. Currently the issue has
talken the form of disagreement owver French restrictions
upon the importing rights of US nationals in Moroecco. If
France does take the case to the ICJ, 1t wlll be exposing
itself to an examination of its own gtatus in Morocco,
partlicularly its application of the Treaty of Fez,.
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BELGIUM
A The failure of van Zecland to form a Belglian

Government pIengE EC the recurn ol King Leopold will
pave the way for a more moderate Catholle to attenmpt

the formation of 2 eabinet on the basis of less exact-
ins Gatholic demands. The Liberals Jolned the

Socializts in refusing to support the Catholics In
effecting Leopold!s return. If the Catholic Party is
now willing to call Leopold back only long enocugh For
hin to abdicate in favor of his son, agreement on this
tasue with both the Liberals and Socialligts is possiblis.
The major point of negotiation between the Catholies

and the other two parties would then be economic and
fiscal poliey. The area of disagreement with the
Socialists iz much less than with the Liberals; unless
the latter are willing to modify drastically the demands
stated in their elecction platform. Thus, the most lilkely
final result of the current ncgotiations among the parties
continues to be another CGatholic~Socialist coalitimo.

ITALY

B Degisiong taken at recent national congrescesy
of three ltellan politicafzparties, Christian Demcorats,
moderate Soclalists; snd Left-Sociallsts, have confirmed
Premier De Casperits position, and have somewhat cleared
hls way for important legislative action. The oppssition
to De GCGasperi in sach of the three partles has become nore
yocal, but has not gained in immedlate effectivenessz. The
left-wing Christisn Democrats, who would prefer to gubsti-
tute one of their own group for Prenler De Gasperi, onlarged
their repregsentation on the Christian Dermocratic National
Council, but the 12 members of the new eXxecutive committes
of the Party are solid De Gasperl supporters. The 1lefl¥
wing of the moderate Soelalists, who differ wlth the Yremier
on several major issues, waa overwhelmed by a vote of 557 for
the right wing at the Party convention, and will accordingly
have less Iinfluence on the Partyts representatives n the
Cabinet. £t the Left-Sociallist conpgrsss a non-Communist
faction broke away from the Party. The dissident faction has
failed so far to persuade the moderate Soclallstis Lo lsave
the Cabinet and joln forces in a Soelalist Party, indopondent
of the Communists but in oppoalition to the Govermmenit.
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Aware of his stronger position, De Gasperi mamy
now pursue a more agygressive campalign to implement hia
expressed intentions on various basic measures,
particularly moderate agrarian and industrial reforms, znd
labor legislation. He will equally realize that eontinued
deley or inadequate reforms may destroy his recent gaing.

PORTUGAL

The Salszar reglme in Portugal is threatened
with a loss of popular coniidence due Lo the steady in-
crease In the countryis adverse foreign trade balancas.
Portugal 1s now living on its resorves, and, unless
substantlal rellsef 1z recelved, unencumbersd balancss ol
gold end dollar exchange will have wvanishod by the end
of 1949, There 1s little prospeet for any chenge in the
trend of postwar years in whlch the adoption of such
austerity measures as greatly curtailed purchases of
forelpn luxurles have falled to compensate for the deecline
in exports, while minimum import requiremonts, almost
entirely for food, remain at a high level. In the fuce of
growlng business depression and tightening credit, public
copnizance of thess factors 1s spreading, causing a
panicky state of mind which is danpgerous becauvse confidernce
in Prinme [linister Salszar rests bagically on his finsncial
achicvements in bringing the country out of economie s
political collapse in 1926..

One of the Immediate eccnomic threats to
stablility is seen in the sharp contraction in the largost
gource of Portuguese dollar earnings, cork exports,
Portuguese cork is being displaced in world markets, pei-
ticularly in the US, as & result of undergelling by the
Spanish producers under thelr special exchange rate.
Portuguese exports of cork to the US in the first half of
1949 were down 257 from the 1948 level (%1.7 million con-
rered to $2.4 million). The Lisbon Government is
seriously concerned over the fast that Spanish cork is
being offered at pricss 15 to 20 percent lower than
Portuguese cork--protests to the Spanizh Government heve
been to no avail. Because of Portugalls stringent dolisnr
axchange position, the ECA mliasslion and US Embassy in Lisbon

- 8w

SRR N

Approved For Release 1999/09/02 : CIA-RDP79-01090A000400010004-3



s

il

"y

Approved For Rel&ée 1999/09/02 : CIA-RDP79-01084A000400010004-3
v SR O R LT

have requested the opinion of ECA, the Tariff
Commlsslon and other Interested agencies, regard-

ing Spanish cork imports entering the US on virtually
& subslidized basis. Should it become necessary for
the US to apply countervailing duties against Spanish
cork, Spain would suffer a new loss of dollar ex-
chenge, and there would ba introduced an additional
Tactor of stralned relations between Portugal, Spair,
and the US.
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