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AUSTRIA

A Several Sovietw-controlied Austrian front organizations
appear to be undergoing & dellberate strengthen ng deslgne
to ensure them a solld position in Austrials post=treaty
economic pleture. The case of Intrac, an east-west trading
firm enjJoying Soviet approval, 1s particularly Instructive,.
Lven under conditions of occupation and the existence of USIA
(the organization of Soviet-controlled filrms), Intrac has
grown 1n lmportance. ILegal organizations like Intrae are the
loglical successors to the present Soviet economile structure,
which has never been recognized under Austrian law. Operating
not only as & commercial representative of the Satellite
countrles, intrac 1s enlarging 1ts operations in dispoaing of
U3IA products and trading in other Austrian production. It
1a also acquiring a monopoly of Austrian trade with the
Satelllites, who prefer to deal through Intrac. Furthermore,
Augstrian producers are under rressure to use Intrac for their
eastern transactions.

Not only will thelr preferential position in eastewest
trade strengthen these Communist~staffed and Soviet-gontrolled
organlzations, but they are also evidently slated to be heirs
to certain assets of Soviet firms that will be relinguilshed
under the treaty. Orders reccntly placed in USIA plants for
a future dellvery appear likely to give Intrac a post=treaty
legal titls to a portion of Austrian production. Some eredits
now on the books of USIA mey be transferred to the front
companies. A Sovlet cover organlzatlon called Istegstabl has
reportedly been set up to acquire and exploit patent rights
now held by the Sovietecontrolled firms.

In addition, Austrian transportation agencies will find
1t difficult, particularly in the eastern trade, to compste
with the Soviet-controlled transport firm, Juschwneschtrans,
which has held a near-monopoly during the period when Austrian
companies have conducted very limited operatlons. There are
indications that the relation between Juschwneschtrans and the
Soviet Danube Steamship Company will be closer after Soviet
shlpping cleims are sanctioned by a treaty.

FRANCE

B The sensgitivity of the French E%blic to US economle
dlctation 1s an important factor in e Irencn Government®s
81oW progress toward agreement with the OEEC countries on
parallel action to control the export of potential war itens
to the Soviet orbit. Following the adjournment of the
14 October plenary seasion of the ObuC, held in Paris, the
French representative reccmmended the transfer of the export
control question from the OQLEC to the NAP orgenization, where
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it would be considered on a purely military basis. US
observers at the weeting belleved thut French dissatisfaction
with the present approach through OLNC wag clearly demonstrated
during the eourse of the discussions, which resulted in 1iitle
more then a formaligation of the Angleo=French restricted 1ist,
nhow approxlmately 48 items short of what the US considers
adequate. France agreed in principle with: (1) the US on the
areas to be included within ths Soviet orbit; (2) the UK on
most of the electronic items still under discussion; and

(3) with all QEEC nations on the urgency for reaching agrea-
nente France would, however, prefer a Frenchegponsored uwndere
stending smong western Eurcpean countriea, in regard to sagtern
Buropean trade, wunoclouded by considerations of US eeconomie
assistance. It was, in Tfact, due only to UK and Dutch
ingistence that FPrance belatedly Anvited the US to particinate
in the final OEEC meeting.

Ihe reduction in dirset ECA dollar aid to Frence fox
1949-80 wWIll rosult in & curtallmen [5) o Prenc iport
program, which will considerably hamper attalnment of both the
immediate and long-term productlon and investunent goals., At
the suggestion of HCA, the cut récommended by OLEC wae increased
80 that the ald figure now stands at $673 million, compared to
the requested $880 million. The present sum ls ovep 31% less
than the amount for 194848, The effecta, however, of the
reduction will be softsned by the appreciable decline of US
prices since France estimsted its doller needs gsarly in 1949,

To conform to the aid flgure of $673 million, France has
now drafted a further downward revisich of an import program
based on $740 millions of HCA ald, which was regarded in
September as the absclute minimum necegaary to give the
country & chance to meet i1ts 1949-50 production goals and its
modsrnization objectives under the Long=-Term Program. Even
the latest revised import program camnot be adhersd to if it
beoemes necessary to provide for unplanned imports of grain.
The French, finally acknowledglng the necessity of some grain
lmports, have scheduled $11.6 million of the XCA aid for corne
Quilte possibly, howsver, conslderably greater imports of
gralin from dollar sreas will be imperative. In this cass,
there will have to be further cuts in imports of raw materials
and equipment. No French Government 1s likely to take the
politically-dangerous aliernative--renewed bread rationing and
requisitions of meat,
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PRINCH AND SPANISH WORTH AND WEST AFRICA

A Erecedent for natlonalist defilance of the French has
been esata shed in isla, and will encourage simliier
incldents throughout North Africa. Asked to sddress some
extemporaneous remarks to the Congress of Islamic Culture
meeting in Tunisie, a well-known Algerlan intellectual,
Shelk El-Okbl, selzed the opportunity to castigeste French
imperialism in a two-hour tirade. Neither the abrupt and
pointed deperture of the French Resident General snd thse
Commander of Armed Forces in Tunlsia nor the hurried arrival
of a messenger from the Bey with a plea to desist dsterred
the speaker. Tunisian nationalist leadser Habib Bourghibs
staged a dramatlc entrance at the c¢loss of the speeoh, drew
the Sheik Into a political clambaske, and sponsorsd him in
gimilar talks at Kelrouan, Gabes, and Sfax. When called to
agcount by the Algerian Governor General, the Sheik refused
to be coweds It probably will be nesessary for the French
to hampser his activities. Meanwhile, Bourghiba hes achieved
a flrst step 1n regaining hls political following in Tunisila,
which awaits his next movseo.

ITALY

A new sirlke by Itallan seamen and port workers over
economic lssues may be expected belore the eng of Lho present
year, Such & development 18 suggested first by the fact that
the 189=day atrike of seamen Quring September, which affected
only Itallan passenger ships, falled to satisiy the seesmen'®s
demands for an lnorease 1ln wages and psnsions. Secondly,
both Glulletti, leader of the seamen®s union, and De Stefano,
chief of the port workers' union, are now completely uadsr
the control of DI Vittorlo, head of the Communist-dominated
General Iabor Confederation (CGIL). Further, Giullettl _
declered at the recent CGIL convention that he was preparing
to urge the longshoremen and stevedores to renew their agitationc

Should such a strike include cargo carriers as well as
passenger vessels, lts purely economic character would
probably enllst more active support from the workers than
was accorded the September atrike, the auccess of which was
compromised by Glullstti's desire to obtain additional
benefits for a personal project.

On the other hand, the complete subservisence of
Giullettl and De Stefano to D1 Vittorio and, by implication,
to the interests of the Italian Comrmmunist Party might alienate
the support of non-Commnist maritime and port workers. lack
of support Ifrom these groups would probably prevent & success=
ful strike, particularly in the ports of Naples, Bari, Venice
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and Palermo, where the non-Communist unions have made thelr
greatest galns. iven without the support of the non=Comumnist
unlons, a vigorous maritime strike would have a damaging
effect on the Italian economy by cutting off a source of
dollar lncome and delaylng the arrival of basic food supplies
and raw materlels for Italian industry.

VATICAN

Now that subordination of Church to State is virtually
assured in the Soviet Satelllite countries, the Vatican will
be more than ever concerned with the problem of holding its
following in these &rcas. So far, the Homan Catholic Churchl's
struggle for survival 1n eastern Burope has gone through three
pnases: (1) an early period of bellef on the part of sertain
Vatlcan leaders that a modus vivendl could ve achieved with
eastern Hurope; {(2) abandonment of a conciliatory for an
increasingly flrm attltude, meirked by the issuance of an
exconmunication decree againat Czech Cathollic participants in
the spurious Governmesnt~-sponsorsd groups labelled after the
Vatican lay organization, Cathollc Action; (3) increasing
fear oif a loss of the faithful, which brought a Papal decree
against Catholls Communista., This latter decree, presumably
issued partly wlth the idea of holding western kurops, where
Vatican influonce is still dominant, was calculated to make
clear to both clergy and lalty the fundamental issue at stake
in thse ChurcheS8tate struggle in eastern Lurope.

Rocently the Vatlcan's minimum conditions for a
rapprochement with Communism have been put on record, probably
becsuse the Vatican: (1) feels it can still gain concessions
from the eastern European governments; (2) wants to leave the
door open for further negotiations; (3) is anxious to make
clear to the westorn world the justice of the Church's pesitione

From this point on, whatever the prevalling relations
between the Satellite Governments and the Roman Catholie
hierarchies, the Vatican can be expected to concentrate on
intensified indoctrination of the populatlion by priests in
eastern Europe. The clergy will probably attempt to win
popular zupport for the Church by keeping alive local
patriotic opposition to forelgn political control. The
Church wlll utilize 1lts traditionsl skill in organizing
undergrounds to provlide the core of future governments
cooperative with the Vatlcan; any attempts by the local
Governments to persecubs Church leaders or other Catholics
comnected with the underground will be exploited by the
Vatican propaganda media. Bsyond these attempts, the Roman
Catholic Church in emstern Europe will bide its tiine until
the unpopularity of the present governments or the advent of
wer disrupts the status quo in tie Soviet Satellites.
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PORTUGAL

In sn Ilmportant speach to Portuguese provincisl governe
ment officérs, Dr. Salazer has begun Ppreparing the ﬁu%Iic Tor
possible loas of the colonies in Asla, and has intimated that
his reputedly dlctatorial powers are limited by Cabinet
opposition to hls propossals for the formatlion of a more
repregsentative Natlonal Assembly in the November election,

The National Assembly this year, for the Ffirst tims, will
heve constlituent powers., 3Salazar explained that the list of
nemlnees for the National Assembly had been compiled sc as o
provide legislative continuity, by retaining some of the former
deputies while bringing in new talent. ‘The Prime Minister
intimated that his dictatorial powers were nof complete when
he sald that despite his wishes and attempts to prevent it,
more than §0% of the candidates are civil servants. {(The
Salazar reglme has been vepeatedly criticized for beling overw
burdened with olvil servants.) The Prime Minister alsec
suggested that an inner cabinet be sstabiished, composed of
sinisters having the function of coordinating the sctivities
of departuents, thus suggesting that he may have besn having
somoe Sroubls with the Ministers of State,

Referring to the Portuguese possessions in the Far Bast,
Salazar sald thab the Asiatic continent 1s undergeing ones of
its century-long trensformations with the coming into power
of the two greai states In the Indian subcontinent, the
Communiat victory in China and the formation of the Indonesis
Republiec. He did not discount the distinct posaloility of
the loss of all or some of the Portuguese possessions in southe
eash Asla (Gom, Macao, and Timor) when he noted that strongth
alone could not overcome the difficultisa theres.

Althougii the speech was made only btwo days before General
Frenco's vislt; Sslazar made no reference to thet event or to
Porituguese relsations with Spaine

SPAIN

If Franco should meet with Don Juan in Portugel to discuss
a political arrangement, the Pretender will eall the turn. He
13 unlikely to consider any new promises from Franco to restors
the monarchy by “evolution"™ of the present ragime, Don Juan's
advlsers believe that Franco may soon have to bow out if he ia
not strengthened by forelgn aid; the Pretender 1s thersfore
mainteiniog a position of willingness to answer Spain's call
for him to asaume control in the event of Franco's loss of
Army suppori.

One of the condltlons Don Juan would require In a mseting
with Franco is the presence at any confersnce of some of the
Prstender's advisersa, among them Jose Maria Gil Robles. ILast
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Approved For Release 1999/09/0%;: CIA-M‘RE%@IOIOOOZOOM-Z '
L B ET




a Ko wisi, JIAY

-+~ Approved For Reldeée 1999/09/02 : CIA-RDP79-01094/A000400020004-2

”

year Franco Insisted on a secret talk with Don Juan alone,

Ine Pretender 1s in a good position at this time to desal
with Franco. The economic situetion in Spain has deteriorated
at about the rate Don Juan predicted when he met the Caudillo
R year ago. 8ince then, in spite of the propaganda truce
maintained by the Monarchists, Don Juan's following in Spailn
ni8s romalined at least constant, while the morale of the Army,
hitherto completely loyal to Franco, has been impaired by the
depression and Franco’s failure to obtain forelgn loans and
millitary ald. In addition, the Pretender has been promised
suppoxrt and given a free hand by the anti=Communist Soclelilsts,
who represent the only Spanish leftist and labor groups which
have retained prestige and confldence anong the western
furopean countries and the important US labor leaders., This
1s quite a handful of good cards, and Don Juan has demonstiyated
that he can play then patiently,

Should ¥Frenco meet with Don Juan under these condit:lons,
the MNonarchists would take it as a sign of weakness, and an
admission by Franco that he fears he will not be able to obtain
US ald in tirme to avert a dangerous politicsl reaction resulting
from the natlional economic crisis. The psychologlical effects
of thils crisis may be allayed by relief from the drought,
seasonal upswing in certain lines of business, and other factors.
For basic rehabilitation, however, foreign aid is imperative.

Meanwhile, the deterioration has gone so far, and the
Government and the national economic structure have become so
tangled in & web of half-measures, temporary expedients and
extracrdinary expenditures, that restoring the country snd
reorganlzing its over-expanded governmental and military
establishments, without creating chaos, would be an almost
superhuman tasks No new government could expsct to accomplish
it without prompt assurances of substantial foreign aid.

Such conglderations already have deterred some Army officers
from planning a military coup in Don Juan's favor. Both to
preserve the dignlty of his position as the legitimate
Pretender and for these obvlous practical reasons, Don Juan
will not accept the responsibility of puiling Frenco’s
"echestnuts out of the fire™ but will require some form of
mandate. For the present he will merely weit and see how
evenis move in Spaline
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