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AUSTRIA

The 1950-52 ECA Investment program for Austria 18
not 1likely to achleve the com%iete viability of the Austrian
econo%% Yy the end o o W , nevertheless, have
contributed substantialiy to Austrian ~conomic rehabllitation
(provided the occupatlon gtatus guo 1s maintained), and to the
msintenance of Austria's govermmental stabllity and pro-

Western political orientation. The program does not appear to
fulfill entirely the collateral objectlves of directing the
long-term economic orientation of Austria toward weastern
Furcpe, facilitating western European trade liveralization, and
achieving meximum utilization of the limited investment funds
avallable.

In general, there appears to be an overemphasis on
public works, such as railroads, publlc bulldings, roads, and
bridges, and underinvestment in agriculture, foregtyry, electric
power and non-ferrous metals, sectors where investment would
contribute the most to long-term Austrian viebilitye. Fur ther-
more, too much stress 1s being placed on types of industrial
production that indicate that the Austrians believe, probably
unrealistically, that Eastern markets will exchange Augtrian
industrial products for food. Although some improvements have
been made in correcting thls investment program Imbalance,
further progress ls desirable. Addltlonal invegtment in
agriculture, for instance, represents the best possibllity of
reducing Austria's dollar ilmports by 1952, The proper develop-
ment of Austria's timber resources, as well, would go far toward
expanding Austrian exports. This will reauire unpleasant
pollitical decisions. The reduction of s-me 6,000 saw milling
establishments into a few economic unlts wlll be resisted by the
politically important farmers. Austria's hydroelectric resources
also have great potential value for foreign exchange earnings,
and greater stress will probably be put on them. Maximurn develop-
ment, however, of this resource depends ultimately on investment
aid outside the ECA program. Lastly, greater attentlon must be
directed to tourism, which promlses to be Austrials largest
single earner of foreign exchange.

The obstacles which have prevented a fully effective
investment program are several. TFlrst, nolitical temporizing on
the part of the Austrians has resulted 1n the scattering of
1nvestments over too wide an area of the economy. Second, the
flight of domestic capltal (largely to Switzerland) from profitable
enterprises, and even from some nationalized industries, has
further reduced the low level of domestic caplital formation, and
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will probably hamper the achlievement of the self-flnanecing
targets of the program. Third, and most Important, the
problems engendered by Soviet occupation, causing the loss

of revenue and production, a poor investment climate, and
additional expense to the Austrians, makes it Improbable that
éven with a fully effective ECA investment program a balance
of payments would be achleved by the 1952 target date. Soviet
sensitivity to "diserimination" in the eastern zone has

led to a disproportionate amount of Investment in immovable
public works in that zone. This Investment will maks a
relatively slight and indirect contribution to overall Austrian
economlc viability but would, at least, limit Soviet acqulsal-
tions in the event of future seizures of assets.,

FRANCE
Ihe new and vigorous rogram under consideration b
ECA for inereoasing France’s Eolgar exports could bring a subw
stantial reduction in that country's dollar trade deficit.
of

1949. But this obviously is far from alleviating the dollar gap
problem, and is a result more of reducing imports then of In-
ereasing exports, which 1s the real crux of the problem. The
present policy of exhorting the French to greater efforts, of
creating commitiees, and of publielzing the problem has been
seriously inadequate.

The TCA Mlssion, therefore, proposes a whole new
approach centered around direct, personal appeals to Foreign
Minister Schumsn and Finance Minister Petsche who would be
asked to press for determined action by the French, in place of
& paper program. The action envisages: (1) a comprehensi ve
study of the dollar Zap problem as it applies to France alone;
(2) the activation of the Frane-Dollar Committee, or its replace-
ment; (3) the asslgnment of actual export targets for individusl
flrms; (4) the establishment of credfis and guaranties on market-
ing risks for exporters; and (5) the refunding of social welfare
charges to exporters to the dollar area.
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would be directed toward convineing the individual exporter
that sales to the dollar area areo as profitable to him
personally as sales in other markets. The French Government
would have to play its part in removing psychological, as
well as physical, barriers to trade; 1t has tended in the past
to take the view that difficulties beyond French remedial
action were responsible for the inadequacy of dollar expcris.

A dlrect approach to Pestsche and, especially, to
Schuman would probably go further toward achleving ma jor
progress than would any other method. Both of these men hove
the influence and the drive necessary to push forward the
Misslon's program.

The Socialist Party is wexpectedly making 1life
difficult for the French Government coallbion by its efforts %o
3ecure passage of a bl rec assif??ng CIvii service salaries.
This move comes in spite of the fact that the Socialist Party
decided at its recent National Congress to continue 1ts policy
of not partielpating in the Tidaultb Government, but of suppor t-
Ing 1t in the National Assembly.

It has seemed recently that the Socilalists were dig-
inelined to upset the Ridault Government because they felt that
they could more effectively appeal to workers by remaining
outslde the CGovermment. Thelr present efforts in the National
Assembly are, however, causing trouble for the Bidault reglme .
The Soclalist-sponsored bill for the upward classification of
Cilvil Service salaries 1sg firmly opposed by the Government,
especlally in view of the present severe strain on the Treasury.
Premler Bidault has already been authorized by the Cabinet to
call for a vote of confidence in the Assembly on this igsue.

The Socialists are especlally desirous of securing
bassage of the blll as they consider the civil servants fto be
a vital element of their following. Nevertheless, although the
Soclalists will not be easily mollified, they are likely to
compromise. In general, the Soclalist move ls an indication
both of revived dlssension, among the political parties support-
Ing the present coalition, after a relative political calm, and
of the unexpected difficulties with which Bidault can be faced
in attempting to maintain his shaky minority Govermment in power .,

BELGIUM

IThe one-party Social Christian (Cathalic!_gpvernmeng
of Premler vieusart provbebly wilil réceive pariiamentary
approval by & small ma jority when the new Belgian Parliament
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convenes on 20 June and 1s likely to obtain the repeal of the
law of 1945, which makes King Leopold ineligible to relgn.
With a small Catholic Party majorlity In each house of Parliasment,
the new Goverrment probably will be successful in returning King
Leopold to the Belglan throne, although there 1s a strong
possibility that a compromise agreement may be reached, with the
taclt approval of the Liberal and Socialist Parties, for
Leopold's eventual abdlcation in favor of his eldest son, Prince
Baudouln. .
The present composition of the Belgian Cablinetl repre-
gonts somewhat of a balance between the Flemish and Walloon
areas, the ardent and lukewarm pro~Leopoldists, and the Catholic
Party's conservative and 1iberal ideas on economic and social
policy. Both van Zeeland and Carton de Wiart are included In
the Government, and, desplte the fact that they are ardent
pro-Leopoldists, thelr past efforts to reach & gompromise
agreement on Leopold's status indlcate that before the King 1s
returned unconditionally, conslderation will be given %o the
danger of such a course bo the national unity, the monarchical
institution 1tself, the Catholle Party's future politlcal
position, and the probable economic instability occasioned by
wldespread Soclallst disorders and strikes. In the event that
esconomic and social issues are brought up in Parliament before
the 1945 law 1s considered, the Government may be able to meet
parliamentary opposition because the more liberal elements Iin
the Catholie Party hold important labor and economic posts.

The resulbs of the 4 June olections in Pelgium indicate
that (1) there will bé no easy soiution to the royal question,
despite the parliamentary majority of the pro~Leopold Christian
Social (Catholic) Partys (2) the emphasis glven the Flemlng-
Walloon division of Belgium will become more and more a political
1gsue; and (3) the Communlst Party is thoroughly discredited as a
representative Belglan political party.

The Catholic Party galned a ma jority of 2 in the 212~
aseat Chamber of Depubles, and a majority of 2 among the 106
directly-~elected Senators, & majority that probably will be
maintained when the 63 indirectly-elected members of the Senate
are chosen. The elections give the political partles the follow=
ing representation in the Chamber of Deputies and in the Senate,
each party's loss or galin being indlcated in parentheses:
Cathollc Party--108 (up 3), 54 (no chenge)s Soclalist Party--77
(uwp 11), 37 (up 4); Liberal Party--20 {down 9), 12 (down 2); and
Communist Party--7 (down 5), 3 (down 2).
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The Catholic Party increased 1ts popular vote
from 43.5% to 47.7%, and the Soclalist Party from 29.7%
to 34.5%. The Liberal Party, however, lost 3.9% of the popular
vote to bring 1t down to 11.3%, and the Communist Party lost
2.8%, reducing its popular vote to 4.79.

The majority, slim as it 1s, of the Catholic Party
makea 1t possible for the Catholics to return Leopold to the
throne unconditionally, but the consegquences In the way of
bitter national controversy and Soclalist active and passilve
resistance would, in the long run, prove extremely embarrassing
to the Catholic Party.

The two ma jor parties have become more than ever
representatives of narrow reglonal interests, a factor which
will inject Fleming-Walloon differencrs Into politlecal disputes
between the Cathollcs and Soclalists. Althoush the Catholle
Party made substantlal gains In the Flemlsh area, it lost 2
geats In the “alloon area. The Soclalists more than recouped
their 1949 electlion losses, becoming strongly entrenched in the
Walloon region. Bxcept for the votes obtalned at the expense
of the Communists, the gains of the Sociallsts, made possible
in part through the joint Socialist-Liberal lists, probably
represent a Walloon protest agalnst threatened Flemlsh
domination of the country more than acceptance of Socialist
doctrine.,

ITALY

The Ttallan Communlsts are meeting with some success
in seeking to enlist the support of non-Communlst groups and
individuals for their "peace" campalign. Their efforts may win
a8 receptive audlence among moderate segments cf the population
and become a threat to MDAP objectives in Italy.

The maln emphasis of the Italian Communist Party's
tentral committee at its April meeting was on a positive appeal
td the widest possible sector of the population by means of thé
peace campalgn. To carry out thils policy, the Party dsclded to
undertake an all-out drive to extend alllances with other mass
groups. The Perty has organlzed several politico-cultural
conventions In honor of the resistance and of the persecuted
antl-Fasclsts; moreover, for these conventions 1t succeeded in
obtaining the blessing of President Elnaudl and the names of
various distinguished individuals of unguestloned integrity as
apongors. Representatives of the moderate leftlst parties were
present at these conventlonse '
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A recent Communist-promoted rally of the Italian
Partiasans of Peace, at which ex~Premle» Orlando presided,
was atbtended by ex-Premier Nittl and numerous other non-
Communlst members of Parliament, ranging from moderate Left
to extreme Right. Particularly disturbing aspects of this
meeting include: (1) the fact that many of those present,
including Orlando and Nitti, are proponents of Italisn
neutrallty In an East-West contest: @) the passags of &
motion simllar to that of the Communist-sponsored Stockholm
conventlon in favor of outlawing the astomic bomb; and (3} the
almost total absence of protest in the non-Communist press
over the presence of prominent Italian statesmen at a meeting
whose purpose was subordinated to Communist objcctives.

Ir the Italian Communists are able to portray their
peace campalgn In such a way as to begulle Italyts "elder
stateamen” and members of Parliament and to appeal to neu-
trallty Interests, they may have even greater success in
attracting the support of a large part of the population,
many of whom would be swayed by the opinions of the elder
statesmen. Such wldespread adherence to neutrality and a pro-
nouniced deterioration of the Italian "will to resist™ could in
ﬁéxg serlously woaken effective participation by Italy in the

THE VATICAN

The Papal excommunicebion decrse, by 1ts first
annlversary, does not seem to have convinged those Homan
Catholics wio are Communists that Lheir DOLLLics Are L
compatible With their religious beliefs. ~The decrse has nobt
apperently reduced the ranks of Communlsm, nor has 1t coused
axbreme loftists to leave the Churech. It may bhave strongthened
the Church's followlng among the middle classes (already
largely antl-Communist). Hany workers, however, contimue bo
Pind no conflict between Roman Catholicism and the ¢conomic
promises of Communism--beyond which they do not explors. In
Bastern and Vestern Europe, the areas whero both Corpmmian
and Catholicism are most extensive, the deeree has served
mainly to provide an officlal record of the Vatican posltion.

In Eastorn Europe, where Jesult elements in the
Vatican hoped that reslistance wowld be stiffened, the local
hierarchiss have shown themselves ready to yleld to intensified
pressure from the Commmist govermments, thus inereasingly
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isolating themselves from the Vatlean. Furthermore, the
potentlality of "Catholie" Commmunist groups as a Soviet weapon
18 a subject of lncreasing concern to the Vatlcan. Communiast
exploitation of natlonal lssues glves the Catholle~Comrmnist
movoment popular sppeal. :

Vatican leaders, according to reports, are disappointed
with the results of the decree in France and Italy, where there
are no indlicatlons that it has been effective. Ths reduction in
the past year in the number of Communists in France ls belleved
to be directly a result of the growing unpopularlty of Soviet
Communlsm, the beneflelal effects of ECA, and the purge of un-
reliable elements by the Communists themselves, rather than of
the Papal decree. In Italy, the fact that the Vatlcan-sponsored
Christlan Democrats are -postponing the local electlons originally
scheduled for this year suggests that they fear an 1lncrease of
Communlst strength. One Itallan priest has explained his re-
luctance to applg the excommunlcatlon decree with the cobservations
that if he di1d, "no one would be baptized, married, or buriled
anymore." The difficulty of excommumnlcating Catholic Commmists
in Italy 1s 1llustrated by the presentation of the Passion Play
at Easter in a Communist town, with Commmist participatlon. The
Incident 1s another example of the inability of many Itallans to
recognlze any antagonism between thelr religious bhellefs and
polltlcal doctrines whlch are an expression of their economle
asplrations.

SPAIN

Last week's Spanigh Cabinet crisis, which nearly led
to the removal of cuances as linister of industiry and Gommerce,
has passed over leaving no change in policy Impending. On the
contrary, in an important speech Franco has committed himselfl
to the program for industrialization under Govermnment controls
Airected by Suances. In splte of stormy opposition to Suances
by other ministers at a previous Cablnet session, Franco's
speech was followed by a Cabinet declislon teo proeceed with plans
for a 600,000-ton stesel mill to be bullt in Asturlas by the state
industrial invesiment corporation, the Institute of Natlional
Industry (INI). This projcet has been strongly opposed by the
large private Spanish steel interests which argued that 1t was
an uneconomic plan and that they were competent, glven adequate
foreign exchange, to expand Spanish steel production. These
assertions appear to be well-founded and are the more lmpressive
because of the priority need for agricultursal rather than
industrial expansion.
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The new project is doubtless deslgned partly to
further the private ambitions of individuals connected wilth
TNT. It also has, however, the purpose of breaking the
‘moncpoly of s few wealthy famllles over Spanlsh heavy
industry. This accords with the baslc objects of the
"§ational-Syndicallst revolution” as concelved by the Falange
ideologists. Having previously lost and renounced the support
of Monarchist collaborationist elements, it seems that Franco
ts now refusing to appease the financlal and business oligarchy.
He thus further narrows his base of support to the bureaueracy
and the Army, both of which have profited finanelally thirougn
the regimefs economic policles, and to thoso Falanglsts who
favor a genuine political and economle revolution of fasclsat
character for Spain. Out of fear of greater loss, however,
in case of a change of regime, the oligarchy 1s unlikely to
muster any strong initiative agalnst him. In sddition to these
domestlic conditions, Franco!s resistance to a pollcey change -
18 influenced by hils extreme resentment of foreign criticlsm,
particularly from the U3 and the UK.
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SPECIAL ARTICLE

NEW ECONOMIC PROBLEMS IN FRANCE AND THEIR EFTECT ON SOME ECA
POLICIES

A Vew economic problems have developed in Franece during
the past year which tend to make more difficult the CGovernmentls
cooperation wlth some gpecific ECA policles. A loss of working
harmony between ECA and the French Govsrmment could be szpocted
to impede progress toward general US alms In wesbtern Europe.

The new problems are found In the replacement of the
postwar shortage of goods by a surplus of many coummodities, in
the consequent halt in the expansion of production, snd In the
development of a mlld defiation replacing the former persistent
inflation. The industrial production index, whleh by May 19490
had reached a postwar peak of 131 (1938 eguals 100), can be
expected for the current flscal year bto attaln an average of
only about 120. This wlll mean that only half ss much progress
as expected by the French will have been made In fiscal 1950.
Meanwhile, profit margins have been squeezZsd, and bankrupbcles
have been occuring at a rate about 80% higher than in 1948,

The considerably altered economlc situation hag had
1ts effect on the main elements of the population, causing them
to pursue objectives that clash with soms ECA policles. Labor
1s now fearful of unemployment, and 1s therefore suspicious of
projects for more eflflcient production. ILabor's qualms also
encourage management to refuse substentlal wage boosts, which
would alleviate the serlous soclal tensions.

Agricultural producers are hesitant to expand thelr
crops, as desired by ECA, until stable foreign markets or
adequate subsldies are agsured.

It 1s In the case of the industrial producers that the
Government has had to make most of its concessions in conflich
wilth ECA policles. These producers, who have become afrald of
their position, are eager to protect present markets and develop
new ones, and have pressed the Government for measures in line
wlth these goals. The Government has responded with some
tolerance of cartelization, and with an accelsration of its
program for restoring prewar tariffs., It has agreed to a
limited relaxation of credit controls, in the face of demands
for liveralization. ECA policy is against a broad expansion of
eredlt which mlight release latent Inflatlonary pressures. ‘The
Industrialists have been demanding substantlal tax reductions,
which ECA feels would jJeopardize the Government's budgetary
position. A cut in revenuss would probably cauvse the Government

Approved For Release 1999/09/§92;:: é:i'AfRDP79-01090A000400040011-2



=t “*Approved For Releas®’1999/09/02 : CIA-RDP79-01090X00400040011-2

STt

to ralse prices on the products of the deficit-ridden
nationallzed industries, and would possibly induce the
Government to finance publice works through loans rather than
current revenues. It could also move the CGovernment to cur~
tail military expenditureos. So far, the Government has
yielded only to the extent of sbandoning some of its projected
tax ralses.

Despite these concesslons to domestie pressurs groups,
fhe French Government appears to be in svmoathy with the broad
US objectlves, which it has been steadlly promoting. Though
winking at cartels, it has been quietly preparing the country
for its first anti-trust leglslation. While temporarily
saerifleing adequate tax revenues, 1t has pushed ahead with a
comprehenslve tax reform. And, although the Government hag
restored some tariffs, i1t has been removing quota restrictions
on trade, and has been working toward a resumption of mulbi-
lateral payments. Finally, it has procduced the Schumen plan,
with which it hopes to overcome the self-interest of pressure
groups by tempting them with a vislon of peacs, by appealing to
their pride in French continentsl leadership, or by presenting
them with an international fait accompll. Fronch economic
polleles & pear to be sincerely intended to harmonize with
long~term US alms; they may well fortify the economic bage of
the French state and build ¥French-German friendship.
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