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MEMORANDUM FCR: The Director of Central Intelligence, Chairfian, Psychological
Strategy Board

FROM: Allen W. Dulles, Depuﬁy Director

SUBJECT: Analysis of the power of the Communis£ Parties of France
and Italy and of measures to counter them.

I. BACKGROUND.

On July 9, 1951, representatives of the Department of State, of Defense, ECA,
and CIA met with Mr. Averell Harriman and with!Mr. Gorden Gray fner. Harriman's
office. The purpose cf the meeting wes io consider the implications for the
defénse of Western Europe, of the continuing power of the Communist parties in
France and Italy, as evidenced by their popular vote in the l95l.Italian munici-
pal electicns and the French elections for the Chamber of Devuties.

At this meeting consideration wes given to memoranda preparedfig the Depart-
ment of State and by Mr. Sam Berger of Mr., Harriman's office, analyzing these
recent elections. It was generally agreed that the results of these elections
had been disappointing. While the electoral mechanisms had been manipuleted so
as greatly to reduce Communist representation in the French Chember and in
Italian municipalities,; nonetheless the Communist parties in 1951 had shown e
voting strength, roughly equal, in the case of Italy, to that of the previous
elections of 1948 and, in the case of France, reduced only by ebout 9 per cent
over the electicns of 1946, It was conceded that des;ite the eccnomic improve-
ments which had been realized in Frence and Italy as a result of American aid

and the ECA program -- which may. well have saved these countries from Communist

control -- eccnomic aid alone and even improvement in the standard of living was
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by no means an adequate answer to the internal threat. It was felt therefore

!

i
i
i that consi
i

deration should be given to new techniques to deprive the French and

; Italian Communists of their power,

recognizing that these rarties constituted
!

& continuing threat to democratic government and even to the security of the

NATO forces in Western Zurope,
~ The generai conclusions reached at thig meeting were summarized by the
Department of State in cables sent to the Embassies in Paris end Rome cn 12
July 1951, substantially as follows: o

1. Both the Italian and the French governments have evidéncéd over-

reluctance to proceed forthrlghtly against their local Communist parties,

2. The results of the recent elections have shown that further

efforts are urgently needed to reduce substantially the communist appeal

to these countries.

3. This result can only be realized if determined action is taken by

the respective governments against the material sources of ccmmunist power

while continuing the efforts to alleviate distress on which camunist appeal
is based.

k. The United States Government should give consideration to taking

steps with these governments so that they would aedopt a more aggressive

role in the matter.

-

S5+ Unlted States agenciles, including the ECA and CIA, might appro-v

Priately assist in g menner to be determined in developing this Progran,

The undersigned, who was ebout to proceed ebroad for & generel review of

CIA work in Western Europe, wag Trequested-to confer with the Ambassedors in
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Paris and Rome, with Ambassador Katz and other ECA representatives in Paris

and Rome, and to consider with them: (a) Specific actions which the French

and Italien governments might take administratively or through leglslation to
deprive the communist parties of their material resources and reduce their
power, particularly in the labor movements; (b) How the United States can best
proceed iﬁ bringing the respective governments to initiate such ection, and

(c) How the various United Stateé agencies,>on4e such steps are inégfgted by the
governments, could best lend support to such policies of the goverﬁﬁents and to

thelr day by day action in carrying out anti-communist measures.

II. ACTION TAKEN,

During the period July 1% to August T, the undersigned conferiﬁs in Paris
with Ambassaedor Bruce end members of his staff end Ambassador Katz, énd in Rome
with Ambessador Dunn and his staff, Mr, Deyton and Mr. Lane of ECA., Without
disclosing the precise purposes of the iﬁterviews, conferences were held with
key French~and Italians. |
' Both of our Ambassedors end their staffs, and all ECA personnel, extended
every possible assistance to the undersigned. In general they were in agreement
with the conclusions which hed been reached at the Washington conference on
July 9, and felt that the time had come to develop e cqpcrete program against
the local communist parties,_ As an aid in the development of this program the
undersignéd was glven ;ertain reports which are appended hereto:

1. Memorande dated July 16 end July 18, respectifeiy, prepared for

Ambasgador Bruce by Mr, Williem A. Crawford of his staff, entitled




(A) "Anti-Communist Action of the French Government," (B) Actions which
the French Government might take to deprive the Communist Government of
its material resources and reduce its power. Exhibit 1.

2. Memorande by Mr. Richard Eldridge dealing rarticularly with a
labor progrem for France, Exhibit 2,

‘3. A memorandum dated July 26, 1951, from Ambassador Dunn, entitled

"Program to Redﬁce Soviet Activities in Itely." Exhibit 3,

L, Memorandum sumarizing conferences in Rome with Ambéssador Dunn,

his staff and ECA representatives on specific measures tc undermine com-

munist Influence, Exhibit L,

III. ANALYSIS OF THE FRENCH AND ITALIAN COMMUNIST PARTIES AND SOURCES OF
THEIR STRENGTH.

< ‘v

The relative Communist voting strength in France as shown by the lest

elections for the Chamber of Deputies was epproximately 254, angd in the recent

Italien elections (which covered Toughly two-thirds of the country) approximately

344 (including the Nenni Socielists who generally presented no separete ticket),

In other free countries of Western Europe the Communists, in the most recent

generel elections, have shown only the following voting strengths: western

Germeny 3.5%, Holland 6.5, Belgium 8%, Austrie, less than 5%
These figures show clearly that the French and Itelian Communist Parties

occupy a special position in Viestern Europe andg in considering any course of

action directed against these parties it ig important to consider the factdrs
which have contributed to builg up this strength,




Perty in France in recent years has lost caste in leftist c¢rcles because it has

NXPLCRET

In Franco and Italy the Communilst Perties occupy a position of respecta-
bility which they do not enjoy elsewhere in Western Europe, There ere no social
or economic disadvantages to belng & member of these Communist Parties. In
fact, for labor there may be certaln advantages in being a member of the party
and of the communist controlled unions which largely dominate labor in the two

countries.,

While the French and Italian governments claim that in some_instances they

1
are beginning to discriminate egainst admitting communists to government positions

these steps are feeble and is largely because the communiste have not recently

participated in French or Italian governments and hence ere not entitled to

political patronage.

———— [

One of the reasons for communist strength and relative respectgbhility in

these countries is the importent role which the communists played in the French
and ITtalian wartime underground resistance movements., As a result, immediately %
upon liberation they seized strategic positions, took over building sites and
appropriated other prerogetives, psrticularly in the field of the press and of ;
lebor. They have never been dislodged from many of these positions, ; i
Another reason for Commmist Party strength in these coontries lies in i &
the fact that they have become the parties of protest against somewhet feeble '; ﬁ
roveroments of the center. In thls respect they assume-the role that in other ' E

lestern European countries is being played by the Socialists. The Socialist

Jeen forced to join in "middle of the road" governments es otherwise any liberal

governwent would have been impossible. In Italy'the Socialist Perty is badly




split, ome sectioq openlyyjoining the cammunists and the other sectlon splinteredj
and unsble to exerciee & vigorous role., This situation is illustrated by the -
remerk made to me in France.by an emine;rb Frenchman of Socialist inclination

who had held high officlal positions end who was vigorously anti-Soviet, that

1f he were & young men today he though'i: it quite 1likely that he would be a

member of the Communist Party as the Socialist Pa:rtj offered no strong leader-
ship.

N - -

The single most important element of strength :of these two Cammunist Parties
1s the fact tha.t in France the communists ebsolutely control the CGT which is
the dominant trade union orgenizaticnm, while in Ttaly they likewise dominate
the powerful CGIL. In eddition, the communists in both countries have made
deep inroads in egricultural circles and their agriculturel journel, "I%a‘gTerre ,"
is the most widely read faxrm paper in France. In general their press is effec-'
tive (though one of the moef encouraging gigns over recent years has been the
sharp drop -- almost 50% -- in the circulation of "L'Humanite," their chief
Paris organ). They have advantages, acquiesced in by the government, in ec-
quiring newsprint and in the use of builldings which‘ thej hoid ﬁhder government
favor, The parties have & trained leadership, clever direction, and plenty
ofﬂ meney and ruthlessness. They have e‘ﬁ‘ectivvely'built up thelr positions as
'natior'l‘e.iu parties and their leaders have largely succeeded in deluding many of
their followers regérding their real position as stooges of Moscow. Undoubt-

edly the greet mejority of the French end Itelians who Join the Ccmmunist

Party or who vote the ticket are not militents and do not consider that they

are eiding a foreign power,

P e e R Yo T R 2 S et

AT Y

T~

e e o i e
[ad

vy

- T T T YNNI AN C A ALY




2E

The Commmist Parties 1n France and Italy, in addition to their appeal

to those in economic distress, have thus become the home for the protesters

e e

and for beutrelists, (in addition to the hard core of Mbscow followers) for
man&-gf.those vho are Jealous of Americen power in the world and view Moscow

and Washington with equal distrust, for those who are anti-Atlantic Pact, anti-
rearmament and even for misgulded People who think the Communist Party is a
party of peace. Added to all these ere the timid who are "occupaﬁ}Qn conscious" }

!
and view communist allegiance as cheap insurance against possible Soviet

aggression, Together they form a dangerous fifth column behind the lines of

our Atlantic defense forces.

IV. GENERAL CONCLUSIONS,

% ‘T

I conclude thet it should be & major point of Americen and of NATO policy
to cripple these Communist Parties, to uncover their true intentions, to sow
discord in their renks and prcomote defection, to deprive them of privilege end
respectability, and to drive them underground.

The time is now relatively fevorable for action, The reorganization of
the French and Itelien governments -~ weak as they are -- and the buildup of
oilitery strength in Europe which holds out hope of an eventual defense, gives
18 a basis fér starting action to undermine the Commgnist parties, There are
rome signs that the Commmist leadership in France (and to a lesser extent in

(taly) is today less powerful and less assured then it wes a few years ego and

should be vulnersble to attack. They have lost prestige by thelr losses of

seats In the French Chamber and meyors in the Itallan provinces. The heads of
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the present French and Italian governments will be with us in principle even

though reluctant in practice. Im France fallure to act would give the

deGaullist Party their strongest argument against any government of the parties

of the center. In Italy de Gasperi had already indiceted & disposition to move

egainst the Communists., We would be deluding ourselves, however, if we ex-
e

pected decisive action by either government. Hence we must not rely solely on

government action; we must encourage action by ;ndi#idual groups qf_ﬁgﬁiiotic

citizens, by the press and other media of public opinicn.

V. METHODS OF PROCEDURE.

1. Action against the French and Italien Communist Parties must develop

and be presented to the people as independent French end Itelian moves., .It

should not appear to come under U.S.A. pressure end our support should be

covert not overt. In general we must induce the French and Italians themselves
to initiate the measures both to deprive the Communist Perties of certain

privileges they enjoy and to show them up as what they sre -- tools of Moscow.
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. 2. The specific types of action which we should press.the French and

Jtalian governments to take should initially be relatively modest and we should
not disclose ocur full hand by presenting an over-all program at the outset. If
the initiel steps are taken the sdope and pace of the program can be accelerated.
3. There shéuld be substantial increase in the covert support given to
measures to be carried out by individual groups and organizations of patrioctic
_ citizens, by the press, radio, motion pictures and like media, with financial

and other aid from us. (An outline of the type of such covert measures now

being_carried out or programmed is given in Exhibit 6:3




4k, An intengive study should be made of mespures to bresk the strength of
the Communist labor unions and to support and develép the non-communist labor
unions., Existing measures in this fieid should be intensified. The continuing
aid of American labor should be sought and their ability to aid effectively in
this field should be strengthened.

5. Comsideration should be given to ways end means whereby the power in-
herent in the ?lacing of foreign contracts under the military aid program and
ECA, in the handling of shipping end crews and the gélection of ports.for un-
loading our supplies, can be directed toward aiding the non-communist‘ugzgﬁs

and breaking the pawer of the communist unions. (This is an extremely complex

problem to which I have found no clear amswer élthough it was generally felt in

Paris and Rome that something along these lines could be done.)

6. A general over-all program to acéomplish the foregoing, to coordinate
what is now belng done, and to provide a stepped up program of action might well
be considered by the Psychological Strategy Board in consultation with State,
Defense, ECA and CIA, and then coordineted with our Embassies in Paris and Rome.
The existence of such a program should initially be kept secret in order to
ninimize the effects of Communist counter-measures, to cover our own partici-

sation and not to disclose the points where we propose to strike.

7. We cannot expect the rather complacent and somewhat feeble French and

[talian govermments to buy a whole program et once. They mdy be prepared, how-

ever, with some backing from us end if persuaded by our seriousness, to take on,

one by one, a series of measures to cripple the Communist Perty. This would be

aore likely to happen if the governments were convinced that their present
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complacency regarding local communism would edversly influence the American

-attitude toward continuing econamic and militery eid. Then once we get the

two governments started on a Practical course against their Communist pearties,

we can expect them to be more forthright in their public attitude and declars-

tions against Communism,

8. Certain specific steps which might be taken are set forth in the

various enclosures to this report. These might furniish e basis for preliminary

consideration of a course of acticm, S - ST
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EXHIBIT 1

Memoranda dated July 16 - 18, 1951, prepared for the American Anbassador
to France, Mr. Bruce, by William A. Crewford of his Staff,

A. ANTI-COMMUNIST ACTION OF THE FRENCH GOVERNMENT

Before considering what further action the French Government might
take adminiétratively or through legislation to combat Communist activities
here, 1t would be well to take stock of what act;pn 1t has already taken
in this field. Such action may be generally sumﬁarized under the foii&bing
headings: )

(1) Reorgenization of the Internal Security System;

(2) Elimination of Commnists from Posts of Responsibility in Public
Administrgtion and the National Ebonomy;

W ‘¢

(3) Outlawing of International and Foreign Commmnist Orgenizations

and Fronts;

(4) Prohibition of Soviet ang Cominform Periodicals;
(5) Prohibition of French Communist and Communigt Front Demonstrations;

(6) Encouragement of National Deviationism within the CPF ang the CGT;

(7) Anti- Communist Propaganda.,
A brief statement is attached_of the action so far teken by the

Government under each heading, together with recommendetions for further

action wherever 1t would seem desirable.
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(1) Reorganization of the Internal Security System:

The Government decree of September 30, 1950, called for the re-
organization of the French internal security system, including the

creation of a territorial guard. The decree was deslgned to provide the

means for dealing with the Communist fifth column in the event of a
national émergency. The Government is understood to have done little so

far to implement the decree.

I -

STATUS: Unsatisfactory. o

RECOMMENDATION: The Government might be encouraged to expedite action.

(2) Elimination of Communists from Posts of Responsibility in Public
Administration and the National Economy:

In public statements before the Netional Assembly on July 23, <290,
and January L, 1951, Defense Minister Moch declared that it is the policy

of the Government to remove Communists from "posts of command", although

not from lesser positions, in public edministration and the national

economy.

In pursuing this policy, the Government has taken various steps,
some of which have been publicized. oOn November 6, 1950, 1t removed

four Communists mayors and twenty-nine Communigt deputy mayors of Paris
commuines who had transformed their "mwairies" into Commnnist propaganda
centers. On January 10, 1951, 1t purged the Commissariast for Atomic

- Energy of all remalining Communists. Also on Jenuery 10, 1551, it ordered

the removal from office of 2ll public servants who stopped work on the"
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Preceding day to participate in the Communist demonsgtrations againgt

General Eisenhower; and the French military authorities suspended twenty-

one workers from national defense plants for the same offense,

In addition to these public acts, the Ministry of the Interior has

informed the Embassy that numerous Communists or fellow- -traveling

directors in key posts in public edministration and the national economy

vy

have been removed from their positions, § -

R Y 2 VT

STATUS ; Relatively satisfactory,

RECOMMENDATTION: A status report might be solicited,

YYANY T TR A Y ANY

(3) Outlawing or Internati
and Frontg:

onal end Foreign Communist Organizations

Over the past year the Government has outlawed the leading intériational

and foreign Communigt fronts with heedquarters in Paris. These include,

in the sphere of trade union activities, the Worla Federation of Trade

Unions; in the sphere of pacifist activities, the Committee of the World

Afa) (‘nn‘rY‘"\"‘.‘Vﬂ"’ﬁ'\ FYTIT MY T FYYMAITATYNTA

Congress of Peace Partisansg (Bubsequently renemed World Peace Council);

in the sphere of women's activities, the International Democratic Federa-

tion of Women; and in the sphere of youth activities, the World Federa-

tion of Democratic Youth. It is noteworthy, however, that i1t has so far

teken no action agalnst the French affiliates of these 1nternational

Communist fronts, 1i.e., the Confederation Generale du Travail, the Com-

battants de 1a Palx et de 1a Liberte and the Conseil National du Mouvement

de la Paix, the Union des Femmes Francaises, and the Union de la Jeunesse

AT AT AT A Y AT ACAMITT AT

Republicaine de France.’

Nor has it taken steps to outlaw three international
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Communist fronts of somewhat lesser lmportance: 1n the sphere of the ,

intelligentsia, the Bureau de Liaison des Inﬁellectuels pour la Defense

de la Paix (product of the Wroclaw Congress); in the sphere of political

prisoners, the Federation Internationale des Anciens Prisonniers Politiques;
and in the sphere of law, the Federation Internationale des Juristes
Democrates, ‘ |

The quernment has dissolved those foreign 6ommunist groups vh?EE_

were closely associated with the para-military apparatus of the French
Communist Party. In this connection, on September 7, 1950, it abolished the
Spanish Communist Party here, together with its organ Mundo Obrero, and

on the same date rounded up for expulsion from France two hundred eighty-
eight foreign Communists, the majority of whom were Spenish. On Decbrber
26, 1950, it dissolved the Union des Garibaldiens et Volontaires Italiens
~dans 1l'Armee Francaise, a Communist front for pera-military action composed
of Italien nationals.

STATUS: Relatively satisfactory.

RECOMMENDATION: The Government might be encouraged to take further
actlon with respect to the rewaining international Communist fronts, and

poseibly initial ection with respect to their French affiliates.

-

(4) Prohibition of Soviet end Cominform Periodicals:

On. December 27, 1950, the Government ordered the prohibition of the
sele and distribution in France of five leading Soviet periodicels publighed

in the French languegs. On January 6, 1951, 1t issued e similar order with
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respect to the weekly Cominform organ, Pour une Paix Duresble, Pour une

Democratie Ponﬁlaire, published in Bucharest. It should be noted however

that this orgen was subsequently published here in almost identicel form

end content under the title Paix et Democratie. In its new format, it has

been edited by the Communist Deputy Auguste Toucherd.
STATUS: Relatively satisfactory.

RECOMMENDATION: As the Government has taken no steps to prohibit the

Cominform organ in its new format, it might be ercoureged to do so, -

particulerly as Touchard was defeated for re-election on June 17, and

therefore no longer enjoys parliamentary immunity.

(5) Prohibition of French Communist and Communist Front Demonstrations:

Since the beginning of the year the Government has prohibited the
w ‘¢

holding of three Communist-organized public demonstrations. The first
was the anti-Eisenhower demonstration scheduled to take place on January 24
in front of SHAPE Headquarters. The second was that scheduled for February
15 by the Communist front Federation Nationale des Deportes Internes et
Reslstants Patriotes to protest eagainst the arrivel in Paris of German
military representatives to participate_in the discussions on a European
Army. The third was the mass "peace" rally sponsored by the Conseil
National du Mouvement de la Paix, the French affiliate of the World Peace
Council, which was to have been held in Paris on July 15.

STATUS: Satisfactory.

RECOMMENDATION: None.
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EXBEIBIT 2

Memcrandum prepared by Richard Eldridge

The attached memorandum was originelly prepared as annotated agenda

of certain considerations which might Justify critical review. They may be
resumsd in these propositions:

1. Tt was Soviet Russian policy and the conservative reaction of the
wajority of individual French working familiés that sharply ré-;»n
duced Communist strength in France during 1947-50. To attribute
the weakening of communism to other lesser factors could lead

to & dangerous underestimate of potential communist recovery. In

other words, a reversal of Soviet tactics permitting the French

* w

Communist Party once more to adopt the formula of "national

patriotism”" and perhaps "European neutrality" might, within a

short period, restore Communist prestige, lead to another Popular

Front government and the collapse of American policy in France.

2. American policy has in effect preserved the traditionally instable
French social structure by restoring the production levels prerequis
site to political end social stabillty. At a critical moment,

‘intelligoent American action was Instrumental in preventing the

destruction of the non-communist center (Jouhaux group) of the

French CGT and facilitated the survival of other small groups.

Amorican initiative probably saved France from a major social

revelution during the period 1947-48., But American policy has
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not and doubtless could not of 1tself alter the unhealthy French
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structure of national income distribution; it could not break
down restraints upon output, trade and prices that have been
accentuated since the Liberation. It was this unhealthy dut
long established sociel structure that fostered the phenomenal
growth of Christien and Marxist Socialism and Stalinist Communism
during the period 1919-50, a period in which French industry

£ stagnated because of 1ts policles of restgicted output, widé';»~
profit margins end low wages, The attached annex of offlcial
production indices indicate that French inaustrial production in

1949 was less than in 1930 and not one third more than in 1913.

3. It seems cieer from Socialist and leftwing MRP statements, re-

‘e

garding the conditions of their perticipation in eablnets,

that no democratic French government can successfully underteke
a genuine, large-sczle, effort for national defense without

maintaining and posaidly increasing the presently compressed

real wages of the lowest wage groups. It 1s equally clear that | i
the Socialist Party would commit suiqide if it did not thus &
take account of worker discontent gnﬁ Communist compstition., It |
does not appear probable thét the general elections of 1951 will |
alter this sgituation. : _ ' ?
4, Anevican esid to some oréaﬁizations in the French iabor movement |

and to some groups 1n tke Soclalist Party may have saved these

vitally impoitant elements from virtual elimination. However,

aid was wmainly restricted to non-productive forms, naumely,




guaranteeing the budget of the goferning bodies and Headquarters
of FO (and lesser groups) and meeting the inevitable deficits

of the incompetent management of the Parié Region Socialist

Party organ, the Populaire. One half of the non-communist

labor movement, namely the CFTC (Christian labor unions), received
no American aid worth msntioning. Productive stimulation of

the healthier regional end lower-rank FO labor unions and - -

C v reas o
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Sccizlist Party agencles hes been wholly inadequate.,
Various measures should be teken to provice repetitive tests of -

the efficacy of aid or other actions taken in France: The tests

shouild be made by a source independent of the égency or agent -

Initiating t3e action. Too often in the past, glowing but ™'
iraccurate reports have been sent to Washington regarding the
officacy of (propaganda) actions undertaken.

American aid and other projects should not be considered practi-
cable, at least in principle, unless initiation and implementation of
srecific proJects by French organizations is agsured. In general
acticns undertaken should be intitiated by French organizations

with American support eppearing only Bubsequently, if at all. Ir

& given American preposal 1s such that no influential French
organization or rressure group can be found to inltiate and pro-

mote 1t, the proposal snould be abandoned or revised.
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LABOR PRCGRAM IN FRANCE

In any exemination of the French labor situation,_consideration must be
given to those major factors that really dominate the labor situation.

The principal factor in the absolute, but not relative, decline of com-
munist strengtﬁ in organized labor has been the tactics imposed upon cGT by
Soviet Russia, namely, anti-nationalist sctions ranging from support of in-
dependence movements in the overseas territories to opposition against éii
netional and international efforts for the recovery of French economy and
French national defense. |

A second major factor has been the pessive resistance of the French workers
to enti-patriotic policies of CGT; massive withdrawals from the communigte
controlled CGT took place in the period 1946-48, while in the rank and file
and among the lower union officials much open and censiderably mere covert dis-
content has been manifested ageinst CGT enti-nationalist political actions.

Whereas the above two factors have materially weakened communist strength,
-both in the CGT and in the countrx as e whole, other major factors have been
predominant in preventing non-commumist lebor organizetions from acquiring
strength:

The so-called "enti-labor" policies of the French government simply reflect,
in the best Parliementary trqdition the necessity for prartics in power to favor
their respective supporters, Farmers, tradesmen, artisans engd small enterprise,
a8 well as large scale industry, have materially benefited from government

policy or lack of policy in many fields. On the other hand, comperable solici-

tude for the working class would have necessitated direct action on price, profit,
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low wege and fiscal pfdblems which the government parties have been politically
incapeble of undcrtaking without sacrificing group interests of their own
jupporters.

These considerations indicate the difficulty of ut111z1ng American aid in
the solution of French national eccnomy problems such as the highly organized
sontrol of prices and profit mergins of the postwar period which hes so

saterially promoted price inflation.

Franch labor problems may be divided into:

Probilems of general state legislation and regulation, including abusive
trade practices, fiscal evasionm, lerge scale clandestine capital exports, and
advenced social legislation. (Ngtionalization and other legislative measures,
adopted in a period of Ccmmunist Party cooperation with the government, hé:ég
had for effect the state delegation of authority to the communist- domineted
CGT which ccntrols the bulk of consultative plant committees, shop delegates,
the.hlrlng and firing of longshoremen as well as the meintenance of continued
if reduced numbers of communists or fellow-travelers in key-positions of verious
ninistries, such as National Education, Information, Labor and Industrial Pro-
ducfion, etc.).

In this group might also be classified state and municipal aid to the CGT.
in estimated one billion francs annually of state and municipal aid to CGT has
veen consistently rendered during the 1947-50 period during which the CGT made
every effort to disr

upt French economy end to undermine the French gdvernment,

This aid takes such forms ag the Free CGT use of municipal labor "bourse"

buildings

—_—
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in the principal cifies of France and, in some cases, of municipel payments
of wages to full-time regional CGT officials. In netionalized enterprise
such as Coal, Gas end Electricity, Railways, etc., it has long been an estab-
lished practice that trade unionists elected to full-time trade union posts

should continue to receive their veges and normal promotiors from the nation-

®lized enterprise in question., Inéidentally this practice is also maintained by .

e substantial number of large private enterprises, ! j':\n

Many other communist "front" organizations receive subsidies from the
French government in the form of free use of requisitioned bwildings, free or
reduced transport rates, etc.

An enelysis is beirg made of the national and municipel budgets, so as to
determine an approximate figure of stete aid to the CGT. One estimate Hade
e year ago calculated such support at more then one billion frencs.

State aid to Force Ouvriere end CFIC is glven in a lesser degree; the
unconditional elimination of such aid to all groups would therefore be violently
opposed by FO and CFIC, not to mention the Socialist Party and the MRP, Both
of which also receive certain forms of state aid either directly or through
intermediary "front" organizations.

Most significant aspect of stete influence upon the lébor situation has
been the adverse effect of state policies upon real wages. ‘The "government
parties" have been generous in éubéidies to group interests representing their
ownAconstituencies; direct subsidies have been given to egriculturael and scme'’

other groups, and indirect subsidies in the form of subsidized low prices to

large consumers of the products and services of nationalized enterprises, such
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as Coal and Trans?ort. Subsidies have been g heavy burden upon the natlonal

budget and have been largely trensferred to the principal tax paylng and con-

Sumer group, namely the wage earning class. In addition to indirect subsidies

benefiting "private" enterprise, the stete has in g number of cases, by decree,

delegoted governmmental regzlatory powers to representative industrial groups

for the strict control of price, merketing and other trede practices, What

zay be considered one of the most hermful subsidies'to agriculture, Ihdhstry

and trade has been the deliberate Postponement of figecal reform and the feilure

to collect taxzes,

Iz many lacustrizs, the discipline imposed by strong trade associations is

now far beyond enything Imown in France before the war. Wwhether in marketing
or inlebor policy, trade associations in key indusiries now largely df%ghte

the policies of their members =nd possess strength to impose penalties which

in important cases has been fortified by stete delegation of authority,

Surveys of the notable extension of state delegated authority since the prewer

period end of other cartel forms of trade association control should summarize

the documentation available in French government agencles, Since low real

weges are a fundamentel obstacle to economic expansion ang social stability,

intell:gent long term action in the field of trade practices probably would

be the most effective, if the most difficult, method of bringing relief to that

third of the French working class whlcn is underpeid even by low prewar

stundards.

As a genercl rule it is of course obvious that any Americen action under-

taken to encourags

French political ang social recovery should be Preceded by
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careful review of eésential facts of the problem and by comsultation with

interested French groups. The initiative of important‘actions in political,
economic and sociél qQuestions should be assumed by coordinated French group
iction, witk subsequent American support. In many cases, ebility to observe

this procedure constitutes a test of the practicebility of the action under

consideration, Obviously, all actions shouid be subject to review and approval

!

- -

in terms of Auericean overall policy in France.

The following recommendations for possibdle ectioas exclude questions
relating to ths 1951 general elections, to the "neutralist movement" and to
special Marskall Plan matters, such as pilot pPlants, housing projects and

technical assistance programs.,
W ‘%

I. Government

a) Useful chenges in legislation, regulations, administration policy,
alming at:

1) ZLador legislation: revision of definition of "representativity"
of labor organizations to penalize thoss (communist) organiza-
tions ard individuals with pest and current record of sabotage
of neticnal defense and of reconstruction; elimination of com-
munist control.of hiring halls for longshoremen (result of
existirg legislation); eliminstion of communist control of
plant committees and shop stewerds in key national defense oc-

cupations (plents, transport and communications, etc.).
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2) Trade practices: revision of decrees, etc,, delegeting state

3)

5)

guthority to trede associations for ellocation and importation
of products and materiels, Production, price and other controls
with a view to imposing minimum standards in price and possibly
labor policy.

Nationelized enterprises: reforms in phis field are under way
but would benefit from closer Americar support. (Scparété&_
surveys should be made for transport, communications,'coal,

823 a2d electricity),

étate end municipal subsidies: Thig ald is perhaps the single
most important source of communist financial strength in main-
taining e large scale national crgenizetion and, in the CEEE 6f
CGT, represents an estinated one billicn francs ennuelly,
Communist influence in government and avtonomous agencies: it
remeins important in the Ministries of: Information (broad-
casting, cinema, cllocation of newsprin® and paper to communist
Press - with credit extensions - preseunt communist possession of
state-requisitioned or confiscated printing plents); National
Education (partial control of hiring end promotion of teachers,

-

especially technical and secondary schools, strong position in s

Some university departments); National Zzonomy, Labor; utilization

of municipal resources in communist-dominated municipalities, etc.

Surveys of the extent of ccmmunist infiuvence in each important

government egency should be mado and periodically revised,

v Ny~
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II. Political Parties

Consultetion and cqopération with the internationel sections end key
comnittees of political pearties and, through them, with Assembly ?ommissions
would be especially helpful in determining and promoting the prospects of
contemplated measures., Useful support can be thus developed in those com-
mittees where none would otherwise exist.,

IIT, National Economic Council, Trade Associations,’ etc. T

v ¥ -

In promoting public and private actions, avrious (conflicting) interests

cen be identified and contacted in the CNEF (Employers) end similar orgeniza-
tions, end effective alliances made for the promotion of specific projects,
CGA (Agriculture), CGC (Technicians), Jeunes Patrons and other important
group interests are in & number of cases Prepared to support specific p?éﬁects

listed. (That is, either the entire orgenization or importent subsidiary

associations).

IV. Churches

The Catholic Church compares favorably with the Cormunist Party in the
scope and strength of its organization and influence. It has a leading part
in the application of sociel policies and its cooperation in meny forms of
social action could be obtained,

V. labor Orgenizestions.

The notorious ineffectiveness of lebor unions in the re-establishment

of & non-Communist labor movement is the result of politicel end social factors

partly exterior to labor organizations.
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It is however also due to the character of leadership,

and the tendency

of Americans as well as other interested outside groups to encoureage one

French non-Commnist labor orgenization to compete with another, rather then

to present & camon front on & minimum brogram against the CGT. Large scale

aid concentrated at top levels sharply decreases leadership interest in massive

increases in membership; it seems certain that not one fourth of Americen aid

has been directly used for membership cempaigns, ! "o

T v Pewas -

A curious aspect of American aid has been that it has ignored one half

of the non-Communist labor movement in Frence, nemely the (Christian) cFrTC.

YIANY Y rvrvon v ANy vrvae

In the June 8, 1950 Social Security elections, the CFTC received substentially

more votes than FO, although FO received the bulk of Americen aid,

nYrAaTw A

W ‘¢
A review: of past American aild would be difficult to make because various

American agencies indulge in sepersate unreported actions of an uncoordinated
character,
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EXHTBIT 3

MEMCRANDUM
July 26, 1951

PROGRAM TO REDUCE SOVIET ACTIVITIES IN ITALY

Up to thé present time the program and obJjectives of the United States
for the reduction of Communist activities end powegiin Italy based upon & com-
bination of propagenda and assistance in ecoﬁomic recovery has been e£;;;£ive
in preventing the Communists from taking over in Italy. It is now clear, how-

vever, efter viewing the results of the recentAmunicipal elections in the north
of Italy that e new approach is required toward this problem if we are to
succeed in actually reducing Ccmmunist strength here. | e

Vast sums of money are being expended in Italy under the authority of the
U.S. Government in various ways for propagande and informatidn with regard to
the American assistence toward Italisn recovery and aiso with a2 view to in-
fluencing Italian public opinion foward an attitude more favorable to the
United States.

The time has come when it would seem appropriaste to approabh the Italien
Government with a view to inducing it to improve its propaganda and informe-
tionel services with a view to making & better presentatiag of what the Italian
Government is doing along the lines of improving conditions in Italy. The most
effective action in influencing the Italian people away from Communism would Be

that taken by the Italien Government itself and any pert we teke in that effort

should be elong the lines of asgsisting in an Italian program of action without

too much evidence of American participation.
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A further stép which I consider essential would be to review the programs
which are now supported either by U.S. doller funds or through counterpert
funds with a view to escertaining the totzal sum available for propagends pur-
poses in Italy as far as the United Stetes Govermment is concerned. It seems
to me that = great portion of this available sum would be more effectively used
if it were dedicated to the purpose of assisting the Itallan Government in cerry-
ing ocut & vigorous anti-Communist progrem and in éxtending'the Free“Tﬁade Union
movement., It seems to me another field which would be appropriate in combeting
Communism would be to assist the non-Communist cooperatives as they are in most
cases very close to the people and operate in close connection‘with the in-
dustrial centers end also in the agricultural field.

A way should be studied in which the new democratic administrgti;;: vhich
have Jjust taken over in the important northern citie; could be assgisted in
rendering services to thelr respective localities in a way which would sharply
contrast the benefits ottained from democracy with the lack of consideration
for the peopie's interests as exhibited by the former Ccmmunist administration.
There may be meny ways such as bulilding or improving the public services, in-

stituting housing programs end specific benefits to the ccomunities of a similar

nature.

-
-

If sufficient funds are availeble, e most effective way of combgting Com-
munism is by word of mouth and organizing the democratic political groups par-
tiéularly in the industriel centers in such a wey that the workers are approached
on & personel basis end made to understend what the Communist regime is really

e




after and how the ‘interests of the workers and people generally would be com-

Pletely subordinated under the sleve rule of a Communist regime,

Signed, James Clement Dumn

w
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(6) Encourasgement of National Deviationism within the CPF and the CGT:

-

For the past several years, the Govérnment_has given discreet essistance
to the national deviationist movement led by Darius LeCorre within the CPF
end the CGT, and to its organ La Lutte. This movement publicly emerged
Bome weeks before the recent national elections as the Mouvement Communist
Francais Indeoendant and polled some twenty-three thousand votes at the
elections themselves. Although it constitutes no serious threat to the
Party as yet, 1t presents a rallying-ground for dissidents. The numeroua
attacks which the Communist press has mede upon 1t are an indication of
its nuisance value.

STATUS : Setisfectory.

RECOMMENDATION: None.

W %

(7) Anti-Communist Propeganda:

On September 8, 1950, the Government established en anti-Commnigt
Propaganda organization, "Paix et Liberte", which hes done an impreasive
Job in countering Communist Propaganda, perticularly with posters. It
NOW proposes to expand its propaganda activities through other medie.

STATUS:: Satisfactory.

RECOMMENDATION: None.
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B. ACTIONS WHICH THE FRENCH GOVERNMENT MIGET TAKE TO
DEPRIVE THE FRENCE COMMUNIST PARTY OF ITS MATERTAL
RESCURCES AND REDUCE ITS POWER.

Short of outlawing the Communigt Party itself, the French Government
wight resort to a number of measures calculated to reduce somewhat 1tg
Power and meterial resources. In the first place 1t might take steps
to lmplement further the program of anti- Communist action which it hes
already been pursuing and which is outlined in ny memorandum of Juna -16.
In addition to these wmeasures, there are others necessitating governmmental
action which might be considered. Some of these mey be briefly summarized
as follows: !

1. Allocetion of Newaprint:

w e i

A governmental agency, the Societe Professionelle des Paplers de
Presse, which ig under the Joint direction of the Federation Nationale de
la Presse Francaiss and the Ministry of Information, is the only authorized
luporter ang distributor of newsprint in Frence., It allocates e percentage
of newsprint to the Communist press and publicaetions, in accordence with
thelr clrculation, at prices below those of the world merket. In addition
to the newsprint thus wade avéilable, the Communists may elso import news-
print directly from ebroad at wérld zarket prices.

N
The Governmsnt might consider administratively reducing the allocation




wﬁrr

2. Availébility of Press Equipment:

The Societe Nationale des Entreprises de Presse (SNEP) ig a govern-
mental agency charged with the responsibility for administering the press
equipment and properties of those publications which appeared during
the Occupation and were confiscated at the time of the Liveration as
collaborationist. The Propervies in question were taken over at that
time by the Communists, Socialists end MRP, rou%hly on a tripartité basis
of distribution. The SNEP subsequently formelized the de facto distrioution
which had thus been effected and has since administered the properties.

The Comminists are understood to be in heavy debt to SNEP, despite the fact
that a recent effort of theirs to organize a so-called "National Sub-
scription in Defense of the Democratic Press" wasg designed to allegﬁgte the
situation.

The Communists are by no means the only group heavily indebted to
SNEP. However, the possibility of requiring the Communists to pay up
their indebtedness or abandon the properties in question might well merit

consideration.

3. A Rew Definition of Representivity:

The Communist-controlled CGT could perhaps be dealt & blow by legisla- l
tive action amending the Law of February 11, 1950 on Céilective Bargaining.
This law sets forth several gquelificetions for so-called trade union
"representivity”, one of which 1s that of "independence" end another that

of the "patriotic attitude under the Occupation" of the trade-union in

.
-—
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questlion. The latter qualification plays cleerly into the hands of the
Communists, whose so-called "patriotic attitude" was coterminous with the
Occupation.

Thls clause might well be modified to extend "representivity" only to |/

!
|
those trade unions whose "patriotic attitude" 1s expressed in the principlel

of unqualified adherence to the national defense under all conditions and f

at all times. This would confront the CGT with; the dilemma eithsr of
having to renocunce its numerous defeatist pledges, such as that of never
fighting the Soviet Union, or its legal claim to "representivity".

4. Permanent Trade Union Employees:

Numerous permanent trade-union employees, both CGT end non-CGT, are
paid by the State in the sphere of nationalized industry or by uanagement
in the sphere of private industry, rather than by the trade-unions them-
selves,

The Government might consider whether it would be feasible to remove
the CGT permanent employees from its payroll

5. Social Welfare Benefits:

Social welfars benefits in nationalized industries sre subsidized in
- part by the State. Moreover, in view of the predominance of the CGT

within the trade-unions themselves, they are adminisgtei®d in large part

by the Communists. The result is that the Government thus frequently makes -

‘indirect contributions to the meintenance of the CGT, and that the Com-

munists may use this means for exerting political pressure on the workérs.
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Measures might be considered for modifying this situation,

The foregoing are merely suggestions for anti-CommUnisf governmental
action., The French may well have somé of these, as well as others,
in mind. Each would require more detailed technical study before deciding
whether it 1g feasible or desirable and any relating to labor would
Presumably require informal consultation with our union representatives
on the ICFTU. ! T

There are other possible measures which might.well merit attention,
such as regﬁlation of the right to strike in public services, which ig
now unlimited, and the strengthening of legislation on military indiscipline
and sabotage, on the law on the press with regard to defamation, and on
perliamentary immunity to prevent the latter's'serving as a cloak fHYF
Communist deputiss to disobey the law.

Probadbly none of thesge acts would be particularly effective or
populerly acceptable in iteelf unless it formed 2 part of a broad, methodical
governmental program for anti-Communist action, If, for example, all
non-Communist parties in the Assembly united to baess & general piece of
legislation on intelligence with the enemy, & specific senction, such as
depriving the Communists of newsprint, would be fitting and proper
retaliation for their treesonable Propeganda and agitation againgt the
ection of French troops in Vietnem and Korea,

Although 1t-would geem a desiraedle principle, therefors, that sanctions

be generally carried out in support of specific legislation directed against

T.S. No 2
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the Communists, they might equally well be called into force in retallation

egalnst flagrant anti-national acts of the Communists, even where no such
legislation existed at the momeﬁt. Thus, when the Communists lay them-
selves wide open on anti-national grounds, such as when in 1949 Thorez
publicly cqndoned‘Soviet occupatlion of France by asgerting that the French
people would come to the aid of Soviet troops pursuing an invader on to
French soil, the Government would have been in a;Justifiable poslition to

take vigorous measures ageinst the Communist Party then and there. It

wight well be encouraged not to let & future occasion of that kind go
unheeded.

- 10 -
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EXHIBIT L ,

To report dated 15 September 1951 entitled: Analysis
of the Power of the Communist Parties of France and Italy
and of Measures to Counter them,

Memorandum prepared by Allen W. Dulles, covering a meeting held at the
American Embassy at Rome on July 25, 1951 attended by the Ambassador and
Minister Thompson of his Staff, Minister Dayton and Colonel Lane of ECA,
Mr. Dulles, and a wrepresentative of CIA, to discuss measures which might
be taken in Italy, particularly of an administrative or legislative nature,

to reduce the threat which the Commnist Party of Italy and the Commudist
dominated labor union, CGIL, represent for free government and for the
defense of Western Europe, '

A. GENERAL,

-Consideration was given to urging the Ttalian government to make a
strong overt declaration against the Communist Party, There was some
difference of opinion whether it was wise to attempt this at the out- .
set both because it might prematurely alert the Communists and because
it was doubtful whether strdng words, if forthcoming, would be followed
by strong action., In general it was the majority view that it would be
best to start with specific steps against the Party and the CGIL, and
in particular that the government should be urged to move to eliminate
Communist Party members who held significant goiernment payroll positions,
In this connection it was felt that particular emphasis should be placed
on the security factors and that action of this nature should initially
be directed against Communists in the Defense Establishment, in
chmunications, transportation, public utilities, government arsenals,

navy yards, and strategic industries,
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B, IN THE FIELD OF LABOR,

l. Redistribution of government owned ex-Fascist property now
in the hands of the CGIL, (It was generally agreed that every effart
should be made to get the full facts as to the precise properties which
the CGIL held under government favor and move against those whichAwere
of the most étrategic importance, It was also felt that if certain of
these properties could be diverted from CGIIL to thg non-communist unlon,
CISL, this would be most desirable,)

2 Removal of commnists from labor employment advisory boards,

3. Consideration by the government of new labor legislation cover-

ing strikes by govermment employees, (It was felt that before moving
on this point it would be well to appraise the results of current

W ‘¢

legislation in this field,)

Lbe Acceleration of the taking by Confindustria of an anti-
communist position and a position more favarable to CISL.

5. Promotion of effective government investigation of cases of
intimidation of non-Communists by Communists, (The government is
already doing something along these lines but more could be done,)

6. Development of a public works program to reduce unemployment,
(The difficulty here is the present inability of the government to
finance any ambitious Program along these lines, It was felt that

such a program, when feasible, should be tied in with taking the

excess workers off the rolls and putting them into productive activity.) -
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Te Improvement of social security and insurance legislation,
(It was felt that this was a long term project in view of the govern-
ment's financial position, but worthy of study.)

8. Governmental refﬁsal to confirm the election of Commnists to

important positions in port agencies where the Minister of Merchant

Marine has cdntrol.

C. IN THE FIELD OF SECURITY.

MY L VU

1., Establishment of a commission to examine the security faetors

relating to the employment of Comminists, particularly in government
utilities and strategic industries,

2. Investigation of Communist activist "schools" and Preparation

for effective legal action against those engaged in the illegal movemeHt™

and caching of arms,

D. IN THE FIELD OF THE FRESS,
1.

Investigation of the possibility of terminating the lease by the
Italian government to the Communists of the important UESISA printing

pPlant where the Commnist "Unita," "Avanti" and other Communist sheets

are published,

2. Action to curb the false and subversive utteranceg of the Communist

press and other Communist information media, (This would require a more

effective government information program,)
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E. IN THE FIELD OF GOVERNMENT AND ADMINISTRATION.

1. Establishment of a more equitable and effective tax system,
(It was felt that this recommendation should be viewed in the light of
proposed legislation on the subject.)

2. Progressive steps to remove Communists from administrative
Positions in government ministries, iﬁ schools and ?n univefsities.

(It was conceded that it would be difficult to get the government to- -

AR A ST

move along these lines, but that it was worth considering.)

3+ Curtailment of governmental financial assistance to communes
which contribute financially to communist agencies, (Here the grant
by the City of Milan to the CGIL was mentioned as an example, This is
also a difficult point, but even a threat to take action might make %

the communes more careful in the support they give to communist organiz-

ations,)

F. SOCIAL AND ECONOMIC

1. Consideration of the reorganization of the social security
agencies with a view to curtailing and eventually eliminating Communist
representation,

2. Examination of the practices of communist contro%}ed cooperatives
and communist controllead export-import firms which engage in certain

selling practices whereby they acquire funds for Communist and Soviet

operations in Italy,
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