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SWITZERLAND

B Switzerland's conduct of foreign affaiiz
continues ¥o e . 158 CY oOf
neutrality. This policy, which often means Tollowing
the consensus of world opinion, enables Switzerland to
meet changing situations end demands, as evidenced in
the current Swiss attitude toward the two German
Goverrments and toward Comminist China. .

' In the case of westemn Gemmany, the Swiss

Foreign Office has apparently taken a lead for other
pean countries in accrediting a representative with
the personal rank of Minister to the Allied Hich
Comnmission for Germany. Although the Swiss Consul
General in Franlkfurt has bsen deaignated as this repre-
sentative, the Swiss expect him to reside morae of the
time at Bonn, where he ean look after Swiss interests in
-close contect with the new Government. Although the Swiss
astion does not constitute de jure recognition, and the
Swiss would prefer that this Issue did not arise, an
indication of eventual recognition lies In Foreign OCfice
statements that the Federsl Republicts Government wus
legally elected, and thus is totally different from thet
in eastern Germany,
In the latter area, the Soviet Ambaasador
- attempted to force the Swiss to apply to the east Gemman
] Government for visas for the Swiss mission in Berlin., but
1 Tinally granted the visas himself. Switzerland has in-
dicated 1t 1s firmly agalnat recognition of the German
Damocratic Republic, deapite anticipated difficulties in
the work of tho Mission. :

f With regard to Communist China, Switzerlend will
apparently follow the pattern of the Israel recognition.
This will mean that Switzerland will walt wntil a substan-
tial number of countries have recognized the new regime
and then join the majority.

FRANCE

A The hostility of warious French Government & encles |
tgggrd S trade an vegtment activities rance wi be
_oroug 0 & focus e fo coming Assembly debate on g
b1ll to prohibii the importation of Coeca-Cola, This hostility
has been direcied periodically asgainst other US products such |
as permanent wave sets, motion pictures, and automcbiles.
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T ! - The Coea-Cola bill would empowver the Minlstry of He ith
RN | o refuse entry licenses for any beverage, containi:.:
| oo - vegetable extragts, which in concentrated form has
- therapsutic qualities., The growing Intensity of feeling
o this question 1s indicated by the overwhelming vote
of the Public Health Commission to forward this bill
~ bo parliement rfor immediate action under its emorgency
B procedure, deapite the pressure of ceritical legislation
o ~ Involving colloctive bargaining, the budget, and

Indochine . : ‘
, The Cabinet, however, will seek to block the
comnissian'a,raocmmandatian, and will argue: (1) that
i ‘; France 1s committed under varicus international agree~
 JE ments to a broad poliey of discouraging restrictions and

the Coca-Cola bill postponed, 1ts passage is likely with
both heavy support anong the Popular Republicans {MRP)
and Sooialists, end the solid backing of the Coammunists,

A 1 ygg;it%cal oonsiderations will weaken the French

- overment's offorts Lo arres he current inflations

B 4% d. "his Cabinel 1s aware that the prospective o PO~
s§%§an by business, farm, and labdbor groups to its budget |

‘ -bill will be oritleal in December. Hence, 1t 1s not
1lkely to take adequate steps for tightening credit or
preventing an inflationary rise in wages. The HECA Parig
Klssion, beliesving that the Government will be in danger
in the fortheoming budget debatea, has abandoned 1ts
pressure on the French Government to adopt a stronger
anti-inflation policy at this time: it hag now recommended

for investment Purposag. . '
A renewed upward spiral of prices and wages ean :
. therefore soon be expected. The price rises 1tselsl, which :
began in nid-summer, is continuing; after a rise in the
retall price index of aboud 9% betweon July and November,
the over-all cost of living for the average Parigian

worker without dependents olimbed an additional 1.4% in |

November, ‘ : =
S The, Bank of Prunce haa already rejected ECA's
' recommendation that it adopt stronger croedit emtrols and
that it espoclally soend up a "warning signal" by setting

Y
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1 @ higher rediscount rate. The bank professes its
| readiness to tighten existing restrictions, give
oredit only to essential users, and try to deny
eredit which would be used to finance gpeculative
acounulation of inventories. It refuses, however, to
take any obviously deflaticnary action, contending:
(1) that deflation is "diffioult to stop once it has
§n.’med mamentum”; and (2) that it is wwilling to
~ "Jaopardize" the Government's commitments to maintain
full employment and a "high level of econcmic activity.
The Finance Ministry has admitted to ECA that
~ the Government 1s thoroughly aware of the danger of a
~ general rige in wages followling the prospective return
to collective bargaining., A bill providing for this
return has, however, already been sutmitted to the
- Assembly, and will probably be approved with modifications
within a few weeks. The Government will not delay this
© proceas inessmuch as a prompt return to collective bargain-
ing is a major demand of all labor organigations. The
- Soclalists' obligation to push this demand could be eX-
. pectad to force them, if necessary, again to place the
life of the Government in Jeopardy.

B A new Joint front werful Prench business
and farm groups agalnst the aQEE%Ion_aI taxes provided Tor
“, E?S‘Eﬁ?‘ﬁso budget will force the unsteble Bidault
Government to weaken somewhat that draft. The Sociallists
vill lnsist on the proposed expenditures for nationalized
industries and social security; hence an sbandonment of
- the new taxes would lead elther to a serious curtailment
© of governmental investment, or to borrowing whioh could
. have same Inflationary effect. Right-of-Center groups in
. the coelition, however, which are the political defenders
! of farm and business Interests, will be ready to mltigate
" thelr demands in return for progress toward both electoral
- reform and an advancement of the date for national
electims. Nevertheless, the combined grass roots opposi-
+ tlon to the proposed taxes is sufficiently vehement %o
restrioct considersbly the concessions which Right=of-Cenbter
political groups will find it practicable to offer.

B - The fallure of the French Communist Party to
: . oreate greater soclal unrea rance, and 1tz fear of
. Tltoism will probably lead 1t to Intensify its peace campalgn

- 5 -
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" and further promote the reorganization of its cadres

in the departments. There are indications that the CPF's

. relative ineffectiveness is causing increased anxiety in

the Kremlin, which feels that the Communist-led General

- Confederation of Labor (CGT) should be able to develop
oripplmg atrike astion. ' :

The CPF 1s 1ikely to aim 1ts peace propaganda

. inecreasingly at workera, intellectuals, and religious

groups. This campaign will be used to avert the aspread

- of Titoism, and also to check the spreading hostility
- to the CPP's political objectives. Reorganization of
. the GFF in the provinces is already being implemented

by the replacement of local sesretariss of "bourgeols

" origin® with members of the working class. There are

indications that the Commmist parsa-military organization
(Francs Tireurs ot Partisans Francalg--PTPF may now be
replaced by a new underground organization, which will

- emphasize the quality rathsr than number of personnel.

The Kremlints concern for the CPF's tasks may

- be deduced from its increasing deopendence on the hard-

- core Staliniat members of the Party's Political Bureau—-

- notebly Andre Marty, Ltienne Fajon, and Leon Mauvais.
 Reourring rumors that Maurice Thorsz, Secretary General
. of the CPF, 1a in disgrace are, however, probably un-

reliable, Inasmuch as his recent publication, "Fils du
Peuple®, would have boen less 1ikely to receive publicity

in Fraence by the CP had 1t not besn approved by Moscow.

THE NETRERLANDS

S Zhe Netherlandg g'gthg],;%u%bgr %%;tg,g%
(including two mInor rightiat parties probably will tend

- toward 1Instability after ratification of tha Dutch-

- Indcnealan agreement this month. The withdrawal fram the

- Cabinet of the two ministers representing the minor parties,

- which were inocluded primarily to assure ths necessary twoe

thirds approval of the agresment, would not be of great

. importance and would, in some respeocts, facilitate Cabinet
' decisicns on other issues., There are, however, recent in-

dlecations of growing tension bstween ths two major parties

&8 & result of the expected rise in the Dutch cost of

1iving, which probably will not be accompanied by Governw
ment approval of correaponding wage increases. The Govern-

ment has already plunned to increase certain subsidy pay-

. monte for six months to prevent any appreeiable riss in

prices, but even a moderate decline in the reel income of

-6~
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workers will increase Catholic-Labor confliet and
threaten the stabllity of the coalition. Cabinet
agreement on domestic, econamic and sooclal 1ssues and
perlimmentary approval of Cabinet proposals will be-
come 1noraaeﬁng;y difficult. PFor the time being, how-
over, compronises seem more probable than s break-up
because of: (1) the A fficulty for ths Catholie Party
to form a stable coalition with parties other than
Labor; (2) the exlgtence within the Catholic Party of
a substantial pro-iabor group; and (3) the greater
edvantages to the Labor Party in the Govermment . than
in the opposition. ‘ , ‘

ITALY

A : fforts to reduce the western Furopean export
‘ of,antiufr% ticn bearings ¥o eastern Rirope by The
- restriction or e on Gl sucn exports by the Viller
Peross Company (RIV) of Italy will be circumvented by
the cartel arrangements made betwesn SKF of Sweden and
RTV.

' - Although the arrangementa nay roduce RIV parti.
- olpatien in the eastern European market, the withdrawal
is achlesved only by turning this market over to SKF.
Therefors, the availability to the USSR of anti«friction
bearings of western Buropean manufacturers is not reduced.
The extent of thils sastern lluropean trade is indicated by
" RIVfs open or covert shipnent in 1948 of at least 5,00C,000
- ball bearings, and brobably about the same number in 19490,
In shifting to a concentration on the western European
market, RIV's operations will be expanded, assisted by a
'r:csgt ERP credit of #1,352,000. Sweden will supply RIV's
steel,

third Italian Socialist part which is likely

to smerge Trom current Soc 8t unification congress,
mey accelerate action on a progressive socio-economie
program by the Govermment, but may also be susceptible to
extremist views in foreipn policy. Suech a party would
stand betwsen the Nemni Soclalists (PSI) on the Loft, and
the Itallian Party of Socialist Vorkers (PSLI) on the Right.
It would include most of the PSLI center and left wings
‘which are now 8plltting from the saction of the party led

by Saragat. The Saragat group, in the event of the rotum
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of its representatives to the Cabinet, would be a weaker
~ force in the Goverrment in which rightist influonce has
~ already inereased.
‘ A new Soclalist party, commanding greater
parliamentary and workers?' support than Saragat's group,
-~ - could form an independent opposition and partlally offset
. rightist influence in the Government by pressing for re-

- Commmist PSI), 4t might be vulnerable to Communist over-
tures for ocollaboration on important 1ssues, or at least

- 1ts program might be popularly associated with that of

- the Comrmmunists. Should it succumb to extreme leftist
coaxing, its posltion, eapecially on foreimm poliey,
would be sontrary to US interests in Italy,

THE VATICAN

B - . The stion of relations with the 086
c ist re 8 dacoming IncreasIngly Important to the
atlocan, which Is 1ikely to urge recognition of the regime

by the westem powers. The Holy See 1s enxious to establish
some sort of relationship, formal or Informal, for the
following reasons: (1) to reestablish connection with the

- Catholic population in Chine and to protect Church interests
there; (2 posslbly to extend the propagation of the faith

by the Chinese Cammunists; and (4) generally, to maintain a
hold 4in the Eastern hemisphere, where Soviet influenco is
spreading,

“ This last purpose is bPregumably & subject of in-
creasing csoncern to the Vatican. Reports suggest that
Cathollic groups in the Far East, to increase their prostige
with native populationg, are considerin:g espousing in-
dependence for some colonial areas,

‘ Recognition of the Mao Government by one of the
three major westemn Powers would probably be followed by
sinilar Vatican action, Meanwhlle, the Vatican will attempt
to establish informal relations with Chins through the
d1plamatic channels of some internediary country, preferably
& Catholic one.
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cxae the US has
to came to Spain's aid" is

© & treaty of Triendshlp
. glven evidence of intention
- part of the surrently patent sffort of ths Spanish
Government to blame President Trumsn and the Secretary
. of State for Spain's eoonamic erisis. Franco tries to
- maintain the fiotimn, for the bemefit of the US public
oven more than for the Spaniards themselves » that the
. Trumsn administmetion has put an embargo on US trade
- with 8pain, ' _ -
The Spanish Government for some nonths has
- engaged in a campalgn to secure US financlel assistance
. n & purely political bagis, rather than on an sconamic
- basis. Minister of Industry and Commerce Suances has
 told the US Charge d'Affaires that econamic data requested
. for the National Advisory Councilts atudy of the Spanish
ecanomy would not be fortheoming, as Spain could net
qualify for an econamic loen and such information would
- only detract from Spain's case for a political loan. This

. Spanish officials with visiting US congressmen, military
_ 8, and others, Syndieated columns in US newspapers
have been used to make the false charge that the US,

'produced the growing economic corisis,

o Every use has been made in the conntrolled Spanish
-presns of statements favorable to the Franco regime by
‘Americen visitors., These statementa have undoubtedly
stimulated hope for early US aid, and have likewise renew«d
ths confusion and wcersainty of the moderate forces in
‘opposition to Franeo. Both trends will strengthen the
position of the Spanish regime during the critical winier

mmthao : .
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