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AUSTRIA

The Austrisns, who are already approchensive of
Soviet 1nton§%ons In Eua%ng, will view any new tactic of the
oviet occupation element wlth considerablg suspicion. Ab

present, the Austrian Foreign Office is concerned about Soviet
commnication fascllitlies. Within the past week, the Soviet
element has again demended that the Austrlans complete a new
communicatlons line from St. Poelten to Eumadorf by 15 February,
Instead of at the later date originelly requested. 8t. Poelten,
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an importent ¢ity in the Soviet zone and one utillzed
extensively by the Soviet occupation forces, lies on a main
rail line about mid-way between the US zone frontier and

the city of Vienne: termination of the proposed line at
Ernsdorf, on the US-Soviet zone border, has undoubtedly
aroused Austrian susplcions. To date, the Austrians have re-
fused to bulld the line, taking the view that the Soviet sle-
ment, which wants the line, can bulld 1t itself. Last year
“this attitude was adopted when the Soviet element demanded a
telecommunications line running from St. Poelten to the
Hungarian frontier, by-passing Viemna; the line was finally
bullt by the Soviet forces. The latest Soviet request,
however, and the apparent urgency attached to 1t, has dis-
turbed the Austrlan Foreign Office, which regards 1t as
evldence of Soviet intentions of a prolonged occupation and
suggestive of a Soviet move of some importance.

One other factor, as yet not officially confirmed,
coull concelivably be arousing Austrisn apprehensions. Reports
indicate at least the posslbillty of a developing Soviet
economlc blockade against Yugoslavia. The reported blockade
has, to date, apparently consisted only of Soviet refusals of
interzonal transit permits for goods moving from the Soviet
zone to Yugoslavia, via western Austria and Trieste. The
Austrians, however, may regard this ban as a hint of further
Soviet aetlons along this line. Although the present reported
blockade could easlly be clrcumvented by the Austrians, they
will probably be increasingly fesrful of stricter Soviet con-
trols, which would contribute to a possible economic partition
of the country.

B Strong Soclalist control of Austrian workers will
probably be retalned in the immediate fubture, bput wWill become
Increasingly strained 1f there are no effective wage-price
ad justments. BSoclallst leadership still exhlbits its re-
markable appreclation of Auatria's economlc difficultlies and
the need to prevent an Inflatlonary wage spiral, but, more
than before, its policles involve the calculated rigks of in-
creased Communist Influence among the workers and greater
dissension within the lower ranks of the party's leadership.
(A new party, the Union of Independents, will probably step
up its efforts to galn labor support, but the Union 1s not a
gerious factor.) The workers have generally been dissatisfied.
wlth the real wage level for a conslderable period of time,
and the Scoclalist campalgns to roll back prices, in lieu of
wage inereases, have not had the desired success; a few
scattered wage increases have already proved necessary.
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Degpite this situatlon, Scelalilst ledbPS ars
presently nsgoeblating 8 now 3@01“]“* ve progran on prices,
profite, and cartel controls alnb & view to returning
prices to tho nid-1849 level. Asg 1t Appeavm unlikoely vhat
This objective can be obtalned by aunch a pru ram, Lhe
workers ars not likely io be placmto& in the 1omt ™an,

lulaubh they wlll probably acquissece In the settl&m&rt fow
*he next several months. Admonltions by lubor leaders to

the workess To accept their situstion as the begt obtalinable
at the present tims and to "take thelr belts in"™ will not
substitute for arn Incrsase in resl wages. With the Communlsts
eager to sxplolt leborts legitimate g?invaﬂceq and with
certain elements of the Sooia;iqt hierarcicy presun:ly regente
ful of the party's adherence to non-Yarxist pollcles, the
abllity of the Scelalist leadors to wlthstand these pressures
will Decome ever more Allfficult Wiphout wage adjusiments.

SWITZFRLAND

—y
iy

B The recaent rejection by Swiss wobers of any further
exbtension of Federal nousing SUPSiaLes afaln emg“¢ Tres the
desire Of Ehﬁ tr&dicionally conservative Swiss bo reduce the
over-all “emergency" powers of the Federal Govevnmontw The
Swiss n“chably will Ye moae end more sensltive to federal
powers ag iong as the Swilss sconomy continucs to returq tc
normal. Actually, this l&tdﬂb relectlon by the people will
not regult In any public hardshlp, becauas sarlier faderal
action has succeeded in consideravly reducing the posiwar
housing shortage in Switzerland. The stabilization of
congtructlion costs willl enable private industry to previde
Switzserland's annual requirement of 19 CO0 housling units,
and the cooperative build‘ng asaocia on@ will proaaoly be
abls to provide adequately for the 1meﬁncamu family groups.

FRANCE

A The Bldault Covermment is not likely to fall in
the lmediate fubture, despile the Soeclullsts? recent with-
drawael from the Cablinet. The Soclalist Party had been

Shreatenlng bto withCraw from the Government for several
months, and found lits opportunity when,; alfter the 13830
budget was adopted, the Govermnment refused to meei the
Socialist demands for a bonus to the majority cf workers.
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Although the Socialists zeem to have moved a step closer

to the view that the days of mlddle~pf-the-road coalitions
are numbored, they are probably as much opposed as ever to
early elections. As they reallze that consistent ,
opposition on their part to the Government!s pollcies would
necessarily lead to elections soon, they are llkely for the
near future to vote or abstaln in Parliamont so as to avert
the fall of the Government. :

The Soclalists probably conslder the moment
opportune to take up a strong position outside the Government
for appealing to labor and bullding up their electoral
strength. As labor regalns collective barga'ning opportunitles
after a decade of Oovermment wage controls, the labor con-
federations will seek new members with greater determination,
and the appeal of the Foroce Ouvriere (FO) will be stronger in
proportion, should the Soclalist Party's bargaining position
improve. The present moment 1s all the more opportune for
the Socialists becauss the Communist Party (PCF), by greater
millitancy in defense of polltical objJectives, has undemined
the appeal of the General lLabor Confedsration (CGT). .

A 1f the Chinese Compunista supply Ho Chi Minh with
considerable technica. and matierial aIﬁ §he french position
In Indochina will become milltarily uncensble in fortheoming
months unless the French receive similar assistance from
forelgn sources. The French have already commltted the
ma Jor pert of thelr avallable military strength in their
effort to defeat HO, and could provide few reenforcementa
of men or materiel to meet an all-out offensive if 1t were
supported by the type of aid which could be furnished by the
Chinese Communist Army. The Govermment at Paris clearly
recognliges the implications of the sltuation. It has in-
dlcated that 1t no longer conslders the Indochinese affsair
solely of French concern, but one which affecta all the
Western Powers in view of the serious and widespread
repercussions which would feollow a collapse in Indochina.

One alternative to forelgn millitary assistance given
directly to the French in Indochina, would involve a successful
strengthenling of Bao Dal's economlc, military and political
position as an anti-Communist leader in Vietnem, and apparently
would require a further relinquishment of Freneh aontrol and
the progressive subatitutlion of Bao Dai's own military forces
for those French troops presently committed in Indochina. This
alternatlve, which Bac Dal, himsell appears to favor, offers
a posslble means for atiracting non-Communist Vietnamese
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nationalists away from the camp of Communist-supported
Ho Chi Minh.

: In any event, the fall of Indochlina would lead
to the followinz results: Communism would expand further
in Southeast Asia. The French Covermment, which already
enjoya no better than a precarious stablility, would fail
to survive the inevitgble strong publlc censure. French
pride and prostige, Just beginning to revive after the
shock of the natlon's military defeat in 1940, would suffer
a dangerous blow detrimental to cffective French particlpa-
tion in the North Atlantic Pact and the MDAP. The morale
of the French Army, envisaged as the basls of the western
Furopean ground defense ageinst aggression from the East,
would be badly impaired.

In sddition, French withdrawal from Indochins would
be widely exploited by the French Commmist Party as proof of
Covermmental incoupetence and vindieation of the Communist
campalign for termination of the Indochinese war. This
Communist explolitation together with the popular dlssilluslon-
ment would probably bring a limited inecresse of strength to the
French Communist Party and would attract greater support of
1ta efforts to disrupt the NDAP and the French armaments in-
dustry. In North Africa, the French would be faced with mors
importunate demands from the nationallists, and an increase In
unrest. . :

For those reasons, the collapse of Indochina would
have serious adverse effects on US interests, wherever those
interests are involved with Ffrench polltical and military
strength or prestige. ) . ‘

FRENCH AND SPANISH NORTH AND WEST AFRICA

B There 1s a strong %ossibilitx that the gkirmish
which oacurre ast week on the border of Spa oroceo
and the International Zone of Tangler between a band of
Hoors and Spanish authoritles was arranged, or was at least
permitted to develop, by the Spanish authoritles. The Spanish
are ceritainly exploiting the incldent to cast aspersions on
the administration of the Intermational Zone and Justify the
nmaintenancs of a large Spanish armmy In Moroceo. ‘

Spanish authorities claim to have suppressed a
native revolt by the capture, between Ceuta and the Tangler
border, of thirtesn Moors with about 30 rifles and 5,000
rounds of smmunition. General Varela, High Commissioner of
Spain in Morooco, alleges tvhat the Moors were to have staged
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‘én tprising plamned by Cherif S1 Almed ben Seddlk, lesdor of
'é’fangticg% ‘ rters in
~.‘Gepeépsl Varela 1s demanding that the Tengler authorltle: turn
‘éver Seddlk to him. The opinion of the Tangler Committoe of
Control, however, 1s that Seddlk should be trled in the

¥oslem brotherhood, with heasdquarterz 1n Tangler.

Interratlional Zone, beceuss of the possibllity thai he may
become & martyr 1f extradlited. This in turn would ralss the
danger of violent reactions by his followers all over m@ruc?aw
| Tt should he observed that Ceneral Varela's prestigs
#1111 be inecreased i1f he 1g able ©to lmpose his will on the 1n-
terna tichal Government of Tungler. Ureatly exsggorated

versions of the incident, inecluding hinta of Commmnist Inecite-

ment, perhaps inspired by Varela hWimself, have been reported
by the Spanish press ant radlo. _

o Both General Varela and the Spanish Army officers
in Moreoeco would stand to gain by such a border incldent at
this time, as Varela, sccording to some reports, ls gchadnled
to be relieved from his highly desirable posh, and a substan-
t1al cut-back of the armed forcss in Spanish Moroeco 1s
plamed.

BENELUX

Parvial liberalization of trade under the
October 1948 Peneslux pre-iconomic Union Agreement has
resulted so far in greatsr trade among the Benelux
countrics, and has lmproved prospects for a comprehensive
Benelux Liconomic Unlon by the terget date of 1 July 1950,
Belglan sinlpments to the Netherlands during November and
December 1949 averaged approximately 207 of the total
value of Belglen sxports for those months in comparison
to 147 for the first two montas of 1949. For tho same
period, Dutech exports to VPelglum averaged 16% of the
total value of Duteh exports, compared to 117 for the fivst
two months of 1949. Over half of the Pelgian exports to the
Netherlands consisted of consumer goods, particularly tex-
tiles, which the Dutch hed partially fresd in December. The
Improvement In Telglim’s December index of production, which
weg partly a result of the Ilncressed Donelux trsde, and the
eventual complece freelng of Dubch import restrictions on
Belgian textiles, probably will make the Telgians slightly

-more ansnable to Dutch demands for 3 reduction in Telgisan
~agricultural restrictions.

¢ 0f the remaining obstacles to a complete Eeonomic
Unlon, differences over agricultural policy are pcrhiaps the
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7‘1ﬁost"99rious, and are oxpected to delay effective integration

B

gg,a§r1culture for at least three years. A contlnuance of

- Belgium's restrictive policy on imporis of Dutch agricultural
goods, particularly the requirement for minimum prices,
probably will cause the Dutch to press for closer Benelux
ties with west Germany, which would serve as a market for
the Dutch. ,
‘ A solution of the transit trade problem with west
Germany, and the return of the Benelux-(erman trade to more
nearly the prewar triangular pattern which solved the Dutch
payments problem with Belgium, would give added impetus and
importance to the Benelux Union.

BELGIUM

Belgium®s “popular consultation™ on King Leopold's
%Egﬁgg, scheduled for mid-Harch, is not expected to clarily
problsm sufflciently to end the bitter postwar political
wrangling, wnich has been intensified within the past few
months. It 1s generally agreed, oven privately by somo
8oclelists, that the natlional vote in favor of Leopold's
return will meet the 55 requirement which Loopold
personelly established. It 1s belleved by neutral observers
that Leopold will obtain between 55% and 60%. Although a
- 8lightly higher percentage seems possible, the difficulty
genters around the expected rejectlion of Leopold in the
“Walloon (southerm) area, and in Brussels, desplte an expected
majority vote in favor of his return in the Flemich (northern)
gection of the country. If the vote goes as anticlipated, the
contention of the opposlition Sociallsts thal Leopold 1s no
longer ".4ng of (all) the Belglans" will be pursued vigorously
in the parllamentary conslderation of the results of the
advisory" referendum.

‘ Although the pro-Leopoldlsts have sufficient
strength in Parliament to approve Leopold's return if 55% of
the total national vote favors him, a clear rejection by the

- Walloons wlll cause most of the Iiberals and many Catholics
to seek a graceful way for the Kinz to abdicate. Several
events within the past month which may influenco undeclided
voters to reject Leopold are: (1) a securities scandal
involving prominent individuals who belong to the Catrolic
jarty; (2) the revelation that at the time of Leopold's
morgeratle marriage during the War he assumed German titles
which had not boen used since 1920; and (3) the last-minute
goncession of the Catholices in Parliament that the referendum
g:llotsiwill carry the statement that the vote as to whether

in; Leopold shouid "resume his constitutlonal rights" in no
'}_y involves the continuation of the —onarchy.
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| Italg is orient%gé 1ts trede and its co%gercial
Eo%%gies toward egggg; a @ expense o 3 trade re- .
atlons w rance « tallian economic publications are

stressing again the complementary nature of the Italian-
German economies as compared to the competitive nature of
the Italian-French economies. It was this economic
clroumstance whlch helped make Germuny the most important
prewar trade partner of ltaly. Although still falling far
short of prewar totals, Italian exports to Germany in the
first eight months of 1949 increased to $57 million, almost
three times those of the same period in 1948. Imporis to

-~ France in the first eilght months of 1949 were $35 million,
alightly less than in the same perlod in 1948,

- Italy appears now to oppose western European
economic arrangements which do not include western CGermany
a8 one of the principals. As & consequence, the Franco-
Itallaen Customs Union proposals are becoming & dead issuve.
Italy is showing reluctance to participate in the "Finebel"
multilateral trade agreements being negotiated among Italy,
France, Zelgiun, Netherlanda, and Luxembourg unless western
Germany is Included. (Hitherto, France has been the chief
opponent of western Germany's inclusion.) Italy, on the
other hand, expresses considerable enthusiasm for the
Hoffman proposals for the integration of western Eurocpe, with
which 1t is z2ssumed western Germany will be associated.

Leaders of the minority parties represented in the

new Italian Uoveriment are sufferigg g 1oss of support among

ir ow.ings . e rank and flle of these parties are
digsatiafied with the limlited abillity of their leaders to
influence Govermment pollicy. In addition, the rank and file
have long found difficulty in reconclling continued collabora-
tion with the Christian Democrats with thelr own party
1declogies. :

Although there has been no decrease in the number
of Cabinet posts allocated to the Itallan Socialist Workers?
end Republican Parties, the potentialities of the former for
achieving its reformlst program are severely restricted by the
minor nature of the oconomic portfolios it holds. MNoreover,
in the case of the Republicans, two of the three ministries
thoy hold (Foreign Affairs and Defense) are ones in which
natlonal policy has alrecady been determined by Italy's
particlpatlon in the ERP and the NAP. Still, any popular
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resentment over Italy's internstional status would be
directed primarlly amiinst these Republlcan ministers. ]
S Tha rank an’ £ile of the Bocialist Workers' and ]
Republican Parties have for gome time besen irritated at what

they consider the cagplacency shown by their leaders toward
increased clerical influence in the Government. A gap has ;
been developing with{n both pariics between the loaders and

their followings, which feel that its representatives in _
the Goverrment are mgre interested in malntaining themselves i
in office than in sedking to attain perty obJectives. This i
fnp has s8lready led some of the dissatlsfied elements to .
Jeave the Spclsalist Workers'! Party and partieipate in the )
formation of 4 new Soolalist Party, oubside the Government. -
It the two psrtles, as a consequence, should suffer an -
evident loss »f popular strength at this spring!s reglonal ]
and local elgstions, they might feel obliged to withdraw ]
from the Government, leaving their leaders, if they so

desired, te remsin in an independent capaclity.

SPAIN

c A recent spg%ke of Madrid taxil owners and ggévere
over 4 gasoline price lnorease is suggestive ol the under
. current ¢f Spanish labor dissatisfaction. Strikes are
1llegal ‘n Spaln, and are attempted very rarely. The taxi
strike odcurred on 1-3 January, but was not reported in the
Spanish press. The prohlem of the cabmen was bturncd over,
after th: strike, to the offlelal Transport and Communications
Byndicate, the sole 163&1 chamel through which the workers in
8 £1¢1d are entitled to register their needs or grievances.
Bubgequertly, authoritles ordersd three-fourths of Madridls
4,500 tuxis to remain out of serviece daily. This means that

i g;.olé drilver will now have nnly a little over a day's work each
week,
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