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Economlc measures in the German Democratic
Republiec (GDR), designed to convince the populatlon of the
Efficiency of the Communlst-managed economy, probably will
be launched before the October electlons. The program may
be initiated by reduclng prices in the state-operated (HO)
stores, at the same tlme ending the rationing of all
commodities except meats and fats. The importance of HO
stores would be augmented by the appointment of commissions
charged with the responsibility of insuring that these stores
obtain the highest quality merchandise, leaving only the
poorest quality goods to move in private channels.

The end of rationing would probably create a
scarclity of goeds, thus necessitating further econ-mic steps.
GDR farmers would be required to increase thelr production,
and credits granted under terms of the Polish~GDR trade
agreement would be used to import commoditlies from Poland.

Another posslble way, after the election, of deal-
Ing with the problem of short supply ls to reduce the circula-
tion of money through a currency conversion. This sction
would also aim at reduclng the dlsparlity in the rate of
exchange between the east mark and west mark, a dlsparity
that has caused some embarrassment to the GDR authoritles.

If a currency conversion 1s not undertaken,
derationing might be made practicable by ralsing the prices
of selected items, and Increasing taxes.

Berliners Involved in private trade with the GDR
would lnevitably suffer losses in thelr holdings of east
marks through currency converslon, but the establishment of
a parlty between the east and west marks would reduce the
difficulties encountered in trading, unless the GDR raised
new barriers.

AUSTRIA

The Austrlian Communlsts have failed again to
distinguish themselves, and, indeed, have only emphasized
their weakness before the eyes of the Soviet occupation
iforces. The Communist-sponsored Feace Congress, held in
Vienna on 10-11 June, not only failed to attract the
vaunted thousands, but also neglected to produce the
celebrities who had been billed in advance. According to
the Austrian police, the mass meetin:s for the Congress
included about 15,000--not an impressive figure, sspecially
in comparlison with a People's Party rally four days earlier
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which mustered 35,000 to protest the peace movement. Italy's
Nennl, France's Jolior-Curile, and England¥s Dean Johnson
pleaded liast minute sickness, and stayed away. The familiar
Austrien flgures were jolned only by the Czech Minlster of
Health to glve the meeting 1ts international tone.

In thelr campaign for signatures for the peace
declaration, the Austrlan Communists also appear- to be having
thelr usual difficulties. After weeks of effort, the
Communist press on 31 May proclaimed that signatures had been
obtalned from 250,000 Austrians (only 40,000 more thaen the
Communist vote last QOctober). Ten days later, the Communists
claimed over 400,000 signatures, or about half their gosl.
Such a figure ls probably as much as they will obtaln, and it,
too, is not startling when the theme of the campalign, the
snergy of the collectors, and the presence of the Soviet army
are consldered,

Actually, the Communists have been outmaneuvered and
ouborganized. The Austrians, who seldom have an ocpportunity to
get their teeth into anything they can shake without unduly
provoking the USSR, felt no restraint in the case of hypoeritical
activity of an indlgenous politicel party. The Government, the

- non-Communist political parties, and the Catholic Church con-
ducted a vigorous campalgn against the two-faced "peace" move-
ment, and almost gleefully exposed and deflated 1t. Meetings
against " peace meetings" were conducted, and the full force of
the anti-~-Communist press ridiculed the movemont. Chanceller
Flgl effectively asked why abolition of only the atom bomb was
belng demarnded. Why not total disarmament and total demobiliw
zation? State Secretary Graf shrewdly pointed out that pesace
for Austrlia does net require thousands of signatures, but only
one--that of Mr. Zarubin (the Soviet treaty negotiator).

If the peace campaign was to be a Soviet test of the

sfficiency of the Austrian Communist Party, the Party failed to
impress even the Augtriene.

FRANCE

Recent balloting by French workers indicates that
the Communists have lost strength among labor in Franee, but that
they will have the aupport of a strong plurality of the
workers when there is no forceful leader of the opposition to
exhort apathetic non-Cormunists to action. The Communist-led
General Confederatlon of Labor (COT) has ths organization
necezsary to ensure that all of its members, and many unor-
ganized workers, will follow its lead when the need arises.
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This CGT capabllity was evidenced by the recent soclal
security elections in which 5% million workers voted for members
of the administratlive councils, which will handle the ‘
dlstribution of soclal securlty funds for the next flve ysara.
Whereas the CGT garnered 517 of the ballot in similar elections
in 1946, in the recant slections 457 of the votes went te the
CGT; next in rank were the Christian Labor Federation {(CFTC)
and the Sociallst-Force Ouvriere (F0), each with less than
half of the CGT's total.

Behidnd this seeming victory for the £GT, however, 1s
the fact that nearly 24 million workers failed to vote. It 1s
cortain that a large majorlty of these workers would under no
circumatances support the CGT. A good FO and CFTC campalgn
favored with dynamic leadership could probably have captured
a large share of the untapped electoral strength.

This hypothesis is borne out by another recent
election for the Important consultative plant commlittess of the
large (13,000 workers) Michelin Company at Clermont-Ferrand. A
traditlional Communist stronghold, this plant now finds most of
its labor unorganized. A single vigorocus FO leader was more
successful than six full=-time CCT officlals in campalgning among
these unorganlzed workers. The results were: FO, 5 permanent
and 5 substltute seats; CGT, 2 and 2; and CFTC, 1 and 1,

Should true non-Communist leaders emerge, 1t is
probable that they would be able to win the support of almust
as many workers as the CCT commands, for the bulk of French
labor today 1s unorganlzed.

THE NETHERLANDS

The Netherlands Government probably wlll continue
to press its claims for sovereipnty over New Guinoa after Tthe
terminatlon of the present Interim administration period at
the end of 1950, despite a minority opinion within the
Government that New Gulnes must be sacrificed to Indonesis
to strengthen the Netherlands-Indonesian Union. Afterp the
granting of Indoneslan independence there was considerable
pessimism in and ocut of the CGovermment because it was felt
that a declsion on New Guinea unfavorable to the Netherlands
would be reached. Thls pessimism seems now Lo be replaced
by dogged determination to retain the area, an attitude that
may to a large extent be due to Australian opposition to
Indonesian contr-l of the Dutch half of New Gulnea, and to
numerous statements by Indonesian leaders demanding the

area for the Indonesian Republic.
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A further indication of the Dutch attitude 1is

contained in the budget for the Minlstry of Unlon Affairs
and the Overseas Realm, which places special smphasis on the
long-range economic development of New Guinea. The reiteration
of the opposing demands of the Netherlands and Indonesia before
serious discussions on New CGuinea have been held will make a
bllateral settlement more dAifficult and hamper cooperation on
other problems. Althoush the New Gulnea issue probably will
be taken up at the second Union Conference, which 1z scheduled
for August, it 1s doubtful that much progress toward a settle-
ment will be made at that time.

. tscent parlliamentary criticlsm of the Govermment's

do nothing™ Indonesian policy, which necessitated a vote of
confidence, revealed a more unilted opposition from the minor
rightist partles., two of which are in the Government, and
indicated the strong stand agalnst any concessions on New
Gulnea that may be expected. The stabllity of the Govermnment
1s not likely to be threatened by this questlon, howsver, before
late 1950 and then only if the concessions to Indonesia virtually
aliminate Duteh sovereignty over the area.

ITALY

With the approach of the third yvear of ECA aid,
the Itallan economic outlook, within maJor limifations,
l1s better than at any time during the past ten months. A&
more optimistic outlook In busincss cireles regarding
Itallan economic prospects is supolanting the pessimiam
which prevalled last winter and the early spring of this
year. Factors contributing to thls improved outlook incliude:
(1) the index for industrial production in March was 118
(1938 equals 100), the highest monthly level since the end of
the war. This llareh index was observed particulsrly closely
to see 1f the end of hydroelectrlc power rationing would
cause production to snap back from a previous slump; (2) the
downward movement of wholesale prices in Italy has stopped
after a decrease of about 207 in 1949; (3) demand for goods
is tending to -lse, and manufacturers! inventories, which in
many sectors, had risen well above the norm are dropping:
(4) during the first part of 1950, orders to the steel in-
duatry have risen; at the same time the production of onse of
the largest steel users, the automotive industry, continues
1ts woward climb. (Motorcar production in March was 153
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(1938 equals 100), while truck production was 271); (5)
bankrupboies, which resched record highs between November 1949
and January iQSO, have since decreased substantially; and (6)
harvest forecasts for 1950 are good in wmany ilmportant crops.
Wheat forecasts in particular are for a crop five to saeven
percent larger than the excellent one of 1949.

Among negative aspects of the sconomy, however, are
the continued fall of prices on the Itallan stock ma~ket, and
the lower level of Italian foreign trade in 1950. Though some
slight lmprovement 1s probable in foreign trade during the
remainder of the year, the first half of 1950 will probably
show & conslderable decline in total forelgn trade compared to
the same period In 1949.

Finaelly, any btrend btoward improvement must be viewed
wlthin the limitations of Italy's unemployment and investment
sltuations. Unemployment remains the critical index of baslc
Italian economic recovery and stability. Although registered
unemployment has shown a slightly more-than-seasonal decline
recently, 1t still remains close to the two million mark, with
all the soclal and economic problems this entails. Further,
1t remaing to be seen whether the Itallan Goverrment has the
willingness and the abllity to form and implement the aggressive
Investment program necessary to alleviate unemployment. Such an
investment program 1s essential if the gains made under RHCA are
to be held after 1952.

Progpects appear improved for a resumpblon of
Italo~Ethioplan negotiations looking btoward a compromise
agreement on the former Itallian colony of Eritrea. Such
an agreement would not only ald in insuring internal
security 1n Eritrea but would also promote US interests
by faellitating a rapprochement between 1ltaly and Ethicpia.,
which would redound to the political stability of the
strategic east African region.

Italy has recently indicated that it ls prepared
to modify its previous demands for the independence of
Eritrea, and is willing to resume negotiations looking
toward Erltrean federation with Ethiopia. The Itallans
have firmly opposed Ethiopia's desire to annex Eritrea, on
the grounds that the Ethioplan Govermment 13 incapable of
preserving order and protecting Itallan nationals in the
area. Italy also regards a collective, Italian, or Ethioplen
trusteeshlp for 1ts former colony as unfeasible. Continued
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British administration of Iritrea would probably be satis-
factory to the Italians, but the UK 1s eager to shed 1lts
responsibilities Iin this area, and 1t is unlikely that the UN
would approve an extension of the Britisn administration.

‘ The only solution the Itallans now believe to be
generally acceptable is that of a federation of Eritrea with
Ethiopia, allowing a certain measure of Eritrean local autonomy.
Should Ethiopia be willing o make concessions, a bilateral
agreerient might be reached paving the way for a settlement at
the next meeting of the UN General Assembly. If Italy and
Ethlopia cannot come to agreement, the UN might press for a UN
trusteeship, or it might postpone action, in which case Italo-
Ethloplan relations would be further embittered and Eritrea
l1tself would suffer.

SPAIN

The Falange and other supporters of the Spanish
regime have organlzed an lmpressive demonstratlion ior
Generallssimo ﬁ%anco In the northern industrial clty of
B Tbao, apparently with the aim of convincing critlcs at
home and abroad that they have mastered the situation In
this important Basque resistance center. Franco vislted
the city on 19 June, inaucurating e short serles of summer
"personal appearances" which may be designed to sample opinlon
in various parts of the country as a prelude to the long-
expected Cabinet shake-up. Bllbao has been glven a festlve
atmosphere, and, although there has not been a mass turnout,
substantial crowds have assembled to cheer the Chlef of State.

This holiday mood covers a situation of fundamental
unrest. The tenaclous Basque resistance has come under speclal
attacks fror the Spanish Govermmcnt during the past year, some
of them coinciding with the visits to the US, Rome, and Latin
America of the Basque President-in-Exile, Jose Antonlo
de Agulrre, spokesman of the opposition to Franco. Important
Basque leaders were arrested and were given long prison
sentences. Subsequently, the Falange Civil Governor of
Guipuzcoa vigorously renewed the attempts to suppress the use
of the Basque language. This action recently resulted in
the refusal by a Catholic Action Youth group to carry out a
large religious meeting at San Sebastlan, and an extraordinary
eriticism of the civil govermnment in the Cathollc Actlon

weekly magezine, Ecclesla.

As a culminating blow to Basque solidarity, the
Spanish Govermment has obtaincd the division of the Cathollc
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diocese of Vitorla, which formerly embraced the entlire Basque
area, Into three dioceses. Desplte Basque protests to the
Vatlean, the now Blshops were appointed without deference to

the bhistoric custom which requlres that the clersy be nativea
of the reglon, able therefore to understand the Basque lan- :
guage and preach In it. The new Blshop of Bllbao, Dr. Morclllo,
has been elevated to this post from that of Auxillary Bishop

of Madrid, where he was bom and where he has been conspicuously
1dentified with the clergy most closely supporting the Franco
regime. All of the new Blsuops took the required ocath of
loyalty to the Chief of State, and were entertained by Franco
after their investlture.

The new eccleslastical appolntments show Franco's
wlll and abllity to use the Spanlish Church to promote the ends
of his regime., These tactics have given rise to a considerable
inerease of cyniclsm among the Spaniards, alienating many from
the Church. Desplte thelr deep Catholiclsm, the Basques will
be rno exception to thls trend.
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