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\ GERMANY

:A The Soviet Zone paramilitary Alert Pollice :

\ (Bereitschalten) are presently insuiliciently trained, armed,

; and landoctrinated to be effective in an attack on west Germany,

g and 1t 1s considered unlikely that the USSR would seek %o use this

g force for that purpose. The Alert Pollce could now be offectlively
cmployed only for limited security operations within the Soviet

Zone and for petty harassing incldents against west Germany and

west Berlin. The Alert Police will, however, be maintained and

expanded, and constitute a fubture bubt inereasing threat to an

; unarmed west Germany.

s As presently concelved, the Alert Pollce are essentially
a training group, organized in part along milltary lines up to a
battalion level, and in part as a school command. The Alert Police
can develop, however, elther into an effective, highly mobile

i internal security force or iInto the cadre for an east Corman Army.

1 The latter development would require broad-scale recrganizetion

g and gsnersl conscription. Trainlng in the Alert Police is primarily

% military, and, under the close supervision of Soviet Army officers,

‘ emphasis 1s placed on the creation of cadres for possible future

| development. There have been appreciable Ilncreases of strength

f and gquipment during the past year and the force now comprises
around 51,000 officers and men. During 1950 the organization is
not expected to exceed the esgtimated T/0 strength of 55,000,
although the completion of tralning for spproximately 15,000 men
in the Alert Schools will increase tactical campabilities. Coastal

* patrol unlts have recently been actlvated, and the establishment of

; 25X§Ar units 1s probable, but not yet definitely confirmed.
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AUSTRIA

Austria's housing problem, presently a major political
issue between the Lwo partners in the CGovernment coalition, 1s
capected to be tackled by & working compromise without endangering
trhe poslition. Public statements by members of the People's
Party to the effect that political differences on houslng con-
atituts a threat to the cozlition are probebly only attempts to
t=mrove the position of 1ts behilnd- the-scenes negotiators nouw
attempting to work oul & housing profram. Furthexmore, it is
uiikely that sftler the Toople's Party or the Soctalist Party
setually wishes o assume unilateral respensibility for the
fmplementation of a program that cannot please all sectors of She
public. Hence, the coalltlion parties--particularly the People’s
Party--are also stresslng the necessity for continuing the coall.-
tion.

The development of a houslng program is fundamental to
Avstrian recovery, but presents & considerable problem. The need
for & program is emphasized by ths facl that prescnt housing
shorteges prevent the redistribution of labor %o more efficient
industries, as required for the achlevement of RCA goals In read-
justing Austrian industry; at the game time, poor housing facilitles
are one of the mein reasons for the drift of needad labor away from
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agriculture. In addition, by lowering worker norale, poor
housing contributes to low productivity. ECA has estimated
that 1t would take at least 20 years for Austria to recapiurs
even 1its modest prewar housing standard, and that to do so
would require the bullding of at least 200,000 now units snd the
annual replacemcnt of some 15,000 others. It is unlikely that
the prewar standard could be regained in less than 20 years,
especlially as there 1s a dearth of private capltal, and present
low rentals nullify prospects for incressed private capital
avallable for housing purposes. An absence of statistical
Information on numbers and sizes, and rents of Austrian housing
unius further compllicates the development of an effective
analysis and program to meet the situation.

In epproaching the housing problem, the Peoplels
Party, representing business Interests, has taken no firm
affirmative stand, but has btalked wvaguely of ded ring increased
rentals sufflcient to encourage private capital: on the other
hand;, the Soclalists have been more definlte, realizing the
urgency of new construction acceptahle to the publilc wants snd
pocketbook. lHoreover, the Austrlans are aware that little, if
any, ECA agsistance will be forthcomlng for housing. It now
appears that both parties will probably compromlsze on a plan
which embodles the main featurcs of the Soclalist proposal: an
increase in some taxes to provide housing funds, part to be
used to subsgidize private building and the remalnder %o be used
In public housing projecis.

FRANCE

Reactlion Lo the Korean war has varied between the top
leaders and the rank and Lile milltants of the rrench Communist
rarty (PCF). Although offfcial comment was Initially restralned,
the Party 1s now followin; the loscow line by condemning the US
and South Korea as the agrressors.

There are recent evidences that the regular members,
although faithfully following the officlal Interpretatlon, were
both surprised and apprehensive at the cutbreak of hostilities.
At a mass meeting in Parls, Secretary General ilaurlce Thorez
remarked that there should have been no reason for suech surprise
at the developments in Kores, and remindad them of the warnings
expressed at the National Congress in April that "peace hangs by
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a thread." Thorez censored members for inattentive reading of
Party literature. Furthermore, there 1s alsc apprehension
among the rank-and-file that the US willl use the atomic bomb.
On the c¢ther hand, top Party leaders have tesn calm
and confident. Jacques Duclos has expressed the opinion that
he iz highly satisfied with the situation. High Party officlals
have given the impression that they "lmow more than they are
telling"--that they were forewarned of the action in Korea, and
have foreknowledge of future international developments., There
l1s no evidence, howover, that such 1s the case. Nevertheless,
there are reports that the French Communiast Party has alerted
militant groups charged with direct action, while probably

~awalting more precise orders from the Cominform.

Support in IFrance for the Schuman Plan has been
increased by a recent reversal in the attltude of the stesl
Interesﬁs, originally the most formidable opponents., This group
was at flrst considerably annoyed at not having been consulted
before the Plan was Introduced, and was also strongly opposed to

~renewed controls on production, prices, and efficlency standards.

At a meeting, however, with Goverrment officlals on
27 June, leaders of the I'rench steel industry generally accepted
the Plan, and some steel spokesmen even gave it their substantial
endorsement. All had some reservations, stemming in part from a
feeling that Industries of a public utility character should have
been used first to further the cause of Furopean unity, but now
that the step had been taken, they were willing to go along.

The stesl industry now accepts the fact that inefficient
plants will have to be closed--an exceptional atiitude in French
blg business clrcles. The steel leaders were anxious only to
cushilon the shocks of these shut-downs, especially by conversion
funds to create new industries. They assumed also that-thelir
previcus restrictive practices would be sliminated.

The most apparent reasons for this chanse of attitude
are: (1) the politlcal lnexpedlency of opposing such a popular
plan; (2) the fact that the Plan probably removes any threat of
French steel natlonalization; (3) a lessening of the fear that the
Cerman steel Industry would eventuslly be prepondersnt in any
private arrangements; and (4) the advantages to French steel
makers of access to expanded markets.

The critlcism which the French steel industiry now
levels at the Schuwan Plan 1s cons.ructive-~to find solutions for
such problems as equallzing wages and productlion costs, and de-
fining "steel” as it will be embraced by the Plan on an inter-
national basls. The industry's new approach may well lead to a
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mors economically practicable plan than was at first thought
pessible by the skeptlcs, a plan which could promote the
atbalnment of Schuman's basic political objectives of &
French-German papprochement and western European unity.

The French will;probably be increasingly averse to
making greater military efforts than they have underiaken
UnderT present NAT plans. there are growlng indications that the
sacrifices and efforts toward self-help they have already made
to augment the MDAP are the total of what they are willing to
de 2% this time. Although France stends only in slxth plsco
among the Atlentic Fact powers on the basis of the percentage of
the budget devoted bto defense expenditures, tentative estimates
for next year®s military budget are approximately the same as °
for thils year. These estlimates have been set despite the fact
that funds for this year's additional military production projects
had to be obtained through economies in other defense operations
and that the natlonalizcd alrcraft industry is on the polnt of
collapse because of lack of orders. There would, nonetheless, be
concliderable political opposition on the part of the Sociallists
and labor groups, as well as the Communlsts, to any move to ine-
crease military expenditures, hecause such a diversion of flnances
would necessarily cut into the funds available for other Govern-
ment activities. Economic recovery sitlll continues in the French

view to have a higher priorlty than the rebullding of the armed
forces.

FRENCII AND SPANISH NORTH AND WEST AFRICA

1t 1s probable that the reaction of Arab nationalists
throughout I'rench North Africa Wiil De generally uniavorabie Go
the 'S action In Korea.

Members of the Executive Committee of the Istiqlal
{naticnalist) Party 1n French ilorocco have expressed sympathy with
the Egytpian attitude and have indlcated their bellef that the US
has fallen into the same error in Korea as it did in supporiing
Chiang Kal-shek and Bao Dal. The Commititee members explain thelir
indifference to the dmger of & general war--whlch inm the nationa-
1ligt view would be an opportunity to strike a blow at the Wrenchww
by an Arabian proverb: "A drowning man is not afrald to get wet."

It appears that only severe and public pressure on the
French te effect drastic politlcal and soclal reforms would per-
suade the Arab population to support the US position.
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There is no reason to suppose, however, that French-
led native troops (msinly Berbers) will not remeln loyal, nor
i{s nationalist antipathy to the US action 1likely to result in
anvthing mors than verbal protest.

ITALY

Efforts of the Italian Covernmont To arouse ltalisn
natlonallst sentiment over Libye would not only adversely affect
Tizio=-UKk reletions but would conflict with US Interests in chat
areg and in Eritrea.

The Italimn Coverrment 1s seeking tangible gains in

Livya in order to offset the unfavorable effect on Itallan

public opinlon caused by the current Trieste impasse. The Itallans
are making every effort to achleve participation in the constiltu-
tional development of Tripolitanla, hoplng thereby to extend thelr
political as well as economle influence in Libya. To attain this
objective, they have enlisted the support of Egypt and Pakistan,
both of which are represented on the UN Advisory Council for Libya.
Recently, there have been reports of an agreement between Iltaly

and Egyphb, whe. cby Egypt pledges support of Italian asplratlons

in Libya in return for ltaly's commltment to persuade the Latin
American nations to support Epypt should the latter ralse the
matter of 1ts relations with the UK at the next session of the
UNGA .

Egypt and Pakistan would be dlsposed to support Italy,
because they are intent on undermining US, UK, and French influence
in the Advisory Council. Furthermore, the positions taken by these
two lloslem countries ars bound to have a wlde appeal among the
people of Libya. An understanding between ltaly, Egypt, and
Pakistan could seriously obstruct the efforts of the Advisory
Council to implement the UN resolution providing for a unifled,
independent Libya by 1952.

Should Italisan nationalist elements take advantage of
the current discussions on Libya to creale such popular furor as
was recently displayed over Trieste, Ethlopials long-standing
suspicions of Itallan designs in Lritres would be greatly In-
tensified. This situation would militate against the achlevemont
of sn Italo-Tthioplan compromise agreement on Eritrea and mlght
result in & UN deciaion on the Eritrea problem untfavorable to US
interests.
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