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III. A, Despito Spain‘e apparent desire for a bi-lateral aproement
with the UB. ¥ranco oan Le expected to demand extensive economic anain-
tance end maximum politionl benefits for this sssoolation. Bpain‘s
nesds in every fisld are so great that any government which bargained
away the gountry’s primary military assets without ressiving comdessians
could uot hope to survive. Ineddition, the Spenish govermment spparentiy
feols that the value of its potentiel contritution merits large-scals .
assistende. Apart from edonomio assistence, disoussed below, the regime
onn be expected to attempt to ssoure suoh political benefits as;
guarantoss of US assisbance in the ovent of armed agressiom; political
support of the U8 for the pregent regime; s voice for Spain in the over~
ald defense of the west; and UR influence to tempar western Ruropean
oritioiom of the present government, War materiel would of sourss be
requasted. Any attempt by the US simply to furnish arms would probably
b:;:o\mtend by economlo demands in filelds tangential to the purely
nilitary..

- Frenco's demands oan be expsoted to wary considerably with the degroe
of internatimal tension. In the oveut of actual war, the Bpanish govern-
mend would probably be content to reseive air and nawal support for its
ground forsea, and cauld be expected %o acoperate fully with the UR %o
protect Spain from invasion. A considerable lessening of world tension
would aiso foree the Spanish govermment to soale down its demands. Under
present internatiosal oonditions, -Franoo csn be expertoed to demand the
neximum price for Spanish assistance. _
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SECREZ

I A. \_

The persistance of the Spanish negotiators in the current lcan
discussions with the Export Import bank in pressing for large scale,
long-tare development projects, some of questionable econamic
Juntification, sug ests that Spain will not permit 1its overall
etonomic develomment plans to be subordinated to Westerm defense
requirements or fo be interfered with bty these,

The resentment of the Speniarde over what they comsider the
arbitrary criteria (prinoipelly the Bank's restrictions on loans
to state entorprises and on long-term projects requiring great amounts
of capital) of the Bank indicates that in essence what they oppose is
interference with their economic programming. i

In effect the Spanish representatives have challenged the Bankts
right as a ereditor to stipulate the conditions under which the
$62.5 mi1lion loan will be made available to them. The Speniards :
hold that many of the projects which the Bank has encouraged them to
submit while partly in Spanish jnterest are more to the Strategic
intereats of the U, S. They insist that since the loan is a businezs
loan guaranteed by the Spanish Government, the responsible Spanish )
sconomic planning authorities should be able to utilize the funds in
the manner they deem best. The Spanish have Also mede it clear that,
excopt In case of war, they do not consider themaelvea bound by the -
mere fact of the loan to give military base rights or other concessions.
These, they bave imjlied, are mattera tc be discussed on a new and
different quid pro quo basis, K ‘

It is therefore probeble that the extenslon of even relatively
minor privileges to the U, S. for sirategic purposes will entail
economic asaistance of a larger order of magnitude tham the present
loan. The nature of the applicstions which have so far been submitted
to the Export-Import Bank, the tenor of many recent publie astatements
bty Spanish officials in the Spanish press, and the still manifest
pique of the Spaniards over having besn excluded from the Duropean
Recovery Progrzm suggeat that the inmitiel Spanish bargaining position
will be for full scale economic assistencs, What this would mean may
be inferred from the program pmmposed in 1948 by a lerge private
industrial Spanish bank, The bank's study, purportedly & private one,
is bellieved to have constituted the govermment!s outline of its
econcnic needs and was prepared wvhen there was hope that Spain would
be included in the European Recovery Program, The progrsm cslled for
extraordinary imports over a period of four years of $1.2 billion
dolliars and embreced foodstuffs end fedder, fertilizer, draft animols
and tractors, capitel equipment for all the aectora of industry, for
coal mining, reilway equipment, fuels and indgstrial rav materials.
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