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A The new Austrian Govermment will be slightl
%asa gtable than 1ts prsaooessor, despite a pro'EaéIe con=-
uation of the present major party coalition. The

Austrian elections of 9 October showed an appreclable gain

' by the new rightist Union of Independents at the expense

- of the center, represented by the People's Party and the
Socialiasts, The Union, which captured almost 500,000 votes,
1s an untrled political group largely supported by ex-Nazis
who were voting for the first time. The Commumist bloc,
although small, aucceeded in maintaining its past relative

- position. As a consequence, the moderate parties will be
under increased pressure from both extremes. This will be
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garticularly true in the caae of the People’s Party
ecaugse of itz loose internal organisation.

The influential and highly conservative wing
of the Poople's Farty will bs inclined to work wlth the
rightist Union of Indepsndents rather than with the
Socialists. The Soclalists, who suffered a relative loas
of strength, were probably handicapped by some labor dla-
satlsfection. The gain, though only some 38,000 votes,
reglistered by the bloc of Communists and left-wing
Soclalists, will contribute to Soclalist hesitation in
submerging Soclaliat economic theory to coalltion harmony.

A3 the 1849 Austrian electorate included almost
900,000 new voters, the new political scene is charactarized
largely by the definite grouping of the ex-Razls under a
separate political bamner rather than thelr submergence
within existing parties. Since the Allied Council has not
extended recognition to the Union as a politlcal party, the
possibility remains that the Council may have %o take actlon
before Union membsrs of perliament are fully accredited.

FRANCE

A T%g bargainégé E%sétian of French labor has besn
strengthened as & res 2] e ccllapse o usuille
goverrment on the issue of labor's demands. Another Third
Force Goverrment can be expected to make a prompt concession
to labor, probebly in the form of a cost-of-living bonus to
all workers., Serious labor unreant, however, is likely to
be prolonged throughout this fell until basic wage levels
are substantially raised and a return to collsctive bargalning
18 begun., The workers'! extreme distrust of the late Qusullle
Government will be carried over as an initisl handicap of ths
next Third Force Goverrment. The movement toward "unity of
action™ initiated by the CGT will be only temporarily slowed
by the granting of a bonus and the promlse of a gradual re-
turn to collective bargaining; whereas the Goverrmentt!s prob=-
able refusal of an immediste material increase In basic wages
will soon give the unity movemsnt new strength. Although in
the past the General Confederation of Labor (CGT) has found
it necessary to retard its strike program in view of the firm
opposition of leaders of the Force Ouvrisre (FC) to "unity of
action™, the CGT %= now on the alert to take full advantage
of tho inereased rank and file preasure for higher wages.

The FO, still opposed to "unity of action” with the CGT, has
rosommended the reconstitution of the labor union "szartel”®
eomposed of FO, the Christian Labor Confederation (CFTC) and

o 2

W

'‘Approved For Release 1999/09/02 : CIA-RDP79-01090A000400020002-4

¥ or o1 ow oy

L S S S AR S B




1€ - Approved For Rel&e199§l%9/8%{%I%—RDP?Q-M09A000400020002-4

E

the Technlelans Unjion {(CGC) for jJoint action on ths
labor problem. The outlook for restoratlon of politleal
atablllty is therefore clouded not only by the Third
Force!s present economic differences and by ths Imminence
of wldegsprsead strikes, but also by the better organized
demands of non~Communist labor, which 1s an important
segment of the Third Forcets supporte.

BENELUX
B Completion of ths Benslux Economic Union in 1950
seems more ) at any e ast Tew

monthe in view of the signing of ths preliminary Benelux
Beonomic Unlon agreemsnt on & October, Initiation of the
preliminary Econanlc Union, originslly scheduled for 1 July
1949, has been deleysd by conditions resulting in s chronic
Dutch trade deficlt with Belgo~Luxembourg. Devaluation of
the Duteh guilder in terms of Belglan franca 1s expected
gradually to bring the intra-Benelux trade balance into .
cloger equilibrium, and may even incrsesase the total volume
of trede bebtween Belgo-Luxembourg and the Netherlands.
Belglan sxporters of textiles and metal products, for
example, are expected to benefit samewhat from the increased
Dutech import quotas end the removal of Dutch license re-
strictions on 30#% of Belgo~Luxembourg exports to the
Netherlands. On the other hand, Dutch agricultural products
1 will be exported to Belgium without any restrictions, although
minimum price provisions will be maintained by the Belgian
Govermment .

ITALY

A he Itallen Govermment mav have Increassed diffi-
ty in e%is?ﬁé popular support for ¢lose ¢o oration

w e US because of a series of developmenis emphasized
by the news of Soviet atomic power. To date there is no
apparent change in the attitude of Italiana toward the US
and USSR, although there has been a greater demsnd for
atomlc energy control agreements and scmewhat more possi-
mism regarding the prospect for peace. The rolative calm
with whiech Italians took President Truman's announcement of
the Soviet explosion may, hewever, prove deceptive, for
other events coincide inopportunely to influence the Italian
attitude. Italians have been disappointed by the cut in ERP
ald. They are worried over the possibility that western
nilitary Elanners have "written off" Italy in the event of
war, for they have noted that Merghsll Montgomery's field
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inspection of western defenses stopped at the Franco-
Italian border. This concern may be magnifizd by
Italy's failure to get representation on & var with the
UK and France in the Atlantic Pact organization,
Italians ars still resentful of the exclusiveness of US-
UK deliberations leading to aterling devaluation.
Certain possibilities for the futurs slso loom
as Irritents., There may be adverass Italien reaction to
disposition by tho UNGA of the former Itailan colonies.
Purthermore, western devaluations may result in a
: deterioration of the Italian export position, precipitat-
| ing strong pressure for inersased trade wlth eastorn
Burcps.

The net result of these developments may be a
weakening of the strongly pro-US attitude which has pro-
valled in Italy. In the long~range view, unless the
Italians are impressed by sane compensatory western action,
they may soften their atbitude toward the USSR, especially
1f their hope of peace appreciasbly fades.

SPAIN

are nearer to taking action against ! an at any
previous time in the past three years, during which they
have slowly moved toward a workabie ecvalition of anti-
Franco forces. 0ffsetting factors, however, still throw
the scales in favor of the Caudillo. Don Juents suppor-
Gers are attempting to close ranks end to lay plans for
actlon in expectation that Frenco will 3oon be compelled
Lo retire fram power in favor of the Pretender. Don Juan
and his advisors epparently estimate that the sconomie
sltuation in Spain may reach such an acute gstage this fall
that the Amy will withdraw its support from Franco andg
rastoration of the monarchy can be effected:. The new
agreement between the Monarchists and none-C ommuniat elementa
of the leftist opposition to Francso guarantees to Don Juan
the support for a four-year period of large sectors of the
Soclallst Party, the Soeialist labor organlzation (UGT) and
the Anarchist labor wnion (CNT}, and removes the last
obstacle to full collaboration among the groups favoring the
regtoration as the only feasible means of ousting Franco by
peaceful means,

Meanwhile Monarchist agitation smong Army officers
and the clergy has been intensified, and it is reported that
attempts have besn made te sound out the views of the French
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and British Govermments. Monarehist Propaganda stresses
the faet that Freneo, despite all his promises, has been
unable to secure foreign financial assistanes. It is
Impossidble st this time to gauge conclusively the
effectiveness of this agltation, but 1t is significant
that the Spanish secret pollce have 1ssued new orders
13sting Don Juen Monarchists as dangerocus aubversive sle-
ments, and that the officers of at lenst one elite regi~
- ment have been placed under surreillance, .

‘ The Monarchist-Leftist efforts may be atded by
the current sharpening of oriticism of the regime, already
widespread throuﬁhout Spain, and by a new "deoldedly
Jibveral reaction reported among university students.
Such a climate of opinion historically has been among the
important factors in previous changes of regime in Spain,

On the other hand, other develomments tend to
bolster the Franco Goverrment. Recent internaticnsl
develomments (i.e. the visits to Spain of US congressmen
and units of the US Ravy, pronouncements of US political
leaders favoring aid to S ain, and the announcement of
the USSR atomic explosiong w1lll undoubtedly revive hopes,
especially emong the military, that Franco's regime will
recelve flnancial aid and will be inecluded in the Atlantie
Pact. This belief may reinforce Army loyalty and enable
the Caudille to overcame any measure of disaffection Don
Juan is able to preduce in the neer futurse,
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