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AUSTRIA

A ‘ Should an Austrian treaty be concluded, two
: 4guestions wllT become ?aramoqgg_in ﬁusﬁria, These will
bei \ Austriats a ¥y to Increase 1ts exports in
order to pay $150 million to the USSR within 6 years;
and (2) the capabilities of Austria's future army to
control lnternal. security. The US will probably be
- called upon to ease the financilal burdens inhersnt in .
. ‘both problems, “
T Payment of the lump-sum, probably the most
difficult problen Austria will face, will require more

H . coordinated and astute planning than Austrians have "

] ) ' evldenced in thelr poste-war history. Unless clearly .

i +  and promptly dlscouraged, thelr reliance on US assis-

{ tance could easily extend to a complete coverage of .
this sum. Otherwlse, the Austrians must base their -

" meononle planning -~ at least for two more years --
upon ECA assistance, and calculate an increecsed econonic
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potential only upon the sustained recovery aceruing from
the IICA program end from the economic improvements re-
-sulting from a termination of the occupation and other
terms of the treaty. In such plamning, all Austrian
agencles and personncl concerned (regardless of political
maneuvers) would have to coordinate their efforts; US adw
vice, moreover, might prove of invaluable help to ths
frequently undertrained Austrian economists and a benefi-
¢lel restraint to ambitious politiclans.
' . . The capablilities of the future army will rest
not only upon its organization and training, but also
upon 1ts equipmont. Limited by the treaty in 1ts own
manufacture of arms, Austria will have little funds
~avallsble for international purchases. The lack of equip=

gent Inabllity of the coalition parties to reach en accord
on principles and details of the future army orgenizsation.

FRANCE
: ‘, Ihe Govermment'!s indifferent progress toward
reallizing Ehe,oﬁ}ec%%ves of the ﬁr&nco~§§a§§an customs

and econcmlc union negotiated in 1948 1s noR9B&ly to
be improved meterially in the near i

Inasmuch

a3 steps must be taken and the Government proposes

at thls stage to take the next several months to welgh

thelr relative merits, it appears that the Government

18 8%111 divided on basic pollcy toward freedom of

~trede, desplte the influence of economic liberals such
&8 Forelgn Minister Schuman.

. Dissenslon within De Gaulle's Rally of the
French People (RPF) may be expected to increase as his
populsr appeal declines. This decline has already caused
the RPF to revise scmewhat its previous role of a erusade
. bp "rally" a divided people, and it now tonds to assume

~Instead the characteristics of a political party, including
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ment, which can only be remedied by outside assistance, may
be a nore serious threat to Austrian security than the pre-~
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- that of intpa-party squebbling. In order to improve:
~%he frequently bad relations between the RPF's heade
quarters and its parliamentary supporters snd also to
recapture the "rally" aspect of the movement by broad-
ening parliamentarian representation in the top echelon
of the RPI', the movement recently replaced its old

‘Executive Commlttee by a mew Directing Council.s In

~#his council, however, the RPF "old guard” (such as

Bouatelle, Baumel, lalraux, and Palewski) is still
dominent. ) . |
PR Despite thls top level reorganization, open
eonflict has arisen between de Gaulle's headquarters
ataff end the RPF parliamentarians. Following the
disciplinary expulsion of four members of Parliasment ‘

- from the RPF, Radlcal-~Socialist Paul Giacobbi, president
of the RPI" inter-group in the Assembly and member of the
Rally's Directing Council, resigned both posts in protest
on 7 July. In view of the antagonism between RPF ade

~ herents in Perliement and de Gaulle’s entourage, further
“resignations mey followes Jacques Soustelle, the S
' Becretary-Cenoral of the Rally. has reportedly conferred

- with RPPF parliasmentariansg in an atbtempt to hest the breach.

“Buch an outcome appears unlikely. howsver, particularly
8ince de CGaulle himpelfl atressed "discipline™ within the

RPF in a rgcent speech, . . .

.. These developments Indicabe a probable decline .
of political significance of the RPF inter-geoup in the
Agsenbly and a possible similar trend in the Council of

- the Republic.

S éltgough-Communist propaganda for French
- %;litarx efeatiam 1s peing incensiliied, bthe Government
Y . probably delay suppressive countermeasures, even '
%hough the obvlious aim of such propagands is to embarrass
 %the Government in 1%s support of the Atlantic Pact and
the Indo~Chinese war. Communist periodicals, for example;
are now indirectly inciting the armed fources to disobedience
. by printing excerpts from Party leaders? speeoches aimed more
. directly at thls objective in the past. o
- The Governuent's reasons for not moving at once
to suppress such propegands probably are: (1) it is now
- awalbing the outcome of a legal test case against a Commnist
- youth periodical charged with incibing troops to disobedience
- An the 1947 strikes; %2) it has up to now consistently avoided
- plving the CP any defensible grounds for complaining of
o Allegal aupggessiongaf Comomnlst actlivitles§ and (3) it an-
- ticlipates that this propaganda will not under present circum=
_gtaggqgugifect the great majority of Frenchmen, who ‘ 1
s draditionally uphold strict enforcement of military
diseipline. e | o
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E BELGIUM
J : B A second failure of the Catholic P&ng to
1 - form a Cebinet pleged primariiy Lo find & solution to
" the royal problem, asain demonstrates that the Catholiec

Party mast modify its demands in order to obtain support

of either the Socialists or Liberals, or both. in
establishing a new Govermment. A propossl put forward

by van Cauwelaert, Catholic leader, calling for a referen-
dunr to determine the popular support for King Leopold's
return, was rejected by both the Sociallst and Liberal
Parties. The Soclallsts stated adamantly that a two-thirds
majority would bhe necessary and that failure to obtain
sufficient support must mean King Leopoldf®s abdicatlon.
The Liberal Party declared that soopsration with the
Catholic Party would be possible only i1f the new government
subordinated a sclution of the royal problem to the solu-
tion of more urgent and important econonic problens., Thers
is very slight possibility that the Catholic Party mey
attempt to govern alone, with the suprort of a few Liberal
votes in Parliament, in which case the Covernment probably
would be short-lived. More likely, however, is another
Cathollc-Soclalist coalition, either with Sociallst terms
government a popular consultation on Leopold's return or
with a temporary withdrawal of the royel problenm into the
background.,

NETHERLANDS

A Continuation of the Govermnment's conciliatory
Indonesian policy Tiow seems assured, followin: parilamen-
tary approval last week of the agreements reached with the
Republicans on (1) restoraticon of the Republicen (fovernment ,
(2) provisions for restoring law and order, and (3)

agenda for a roundtable confersnce at the Hague. Severs
criticism of Government policy from conservative parlia-
mentary members and Catholic leaders, since the return of
Republican officials to Jogjakarta on 6 July, had caused
aome concern among Dutch officials that the Government
could not stay in power without modifying its attitude
toward the Republic. Parllamentary support was received

at a secret session of the Second Chamber, and although a
public debate will be held after the Republican Government
ratifies the agreeoments, 1%t is now expected to give rise to
mno serious difficulty for the Notherlsnds Government. As
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the Dutch representatives begin the more extensive
negotiations with the Indonesians on the United States
of Indonesia and the Netherlands-Indonesian Union,
however, further criticism of any Dutch concessions may
be expected and may be strong enough to restrict some-
what the latitude of the Government in the negotiations.

¥

ITALY

- The Vatican decree of 13 July excomrmnicating
Catholics Who delend or spread Comramnism will have a
slgnificant impact upon political ali;nments in Italy
and will tend to accentuate sharply the clerical and
anti-clerical lines of political division.

Italian Communist Party membership, now
estinated at 1.8 to 2 milllion, will be substantially
reduced., Leadership of the party will not be affected,

- however, and the party will be trimmed to its more
nardened and disciplined elements. The voting strength
of the Cormmnists will be weakened to an even greatsr
extent than 1ts membership. This loss will be reflected
in the regional elections, which are scheduled for the
fall, and will be greater still if the reglonal

oloctions are postponed until the spring of 1950, to coine
olde wlth the communal elections, as is now urged by
right-wing Christian Democrats,

: Most of' the members and votes loat by the
Communist Party wlll be absorbed by the Socialist groups.
The statement of left-Socialist Chief lNenni that the
Vatlcan decree does not affect him or his party mey pre~
Bage an elffort to make the Italian Soecialist Parly accept-
able to those who attempt to retain both their leftist
political beliefs and their religious affiliation. Because
of previous collaboration of the left-wing Socialists with
the Communists, however, ths condermation of fellow
travellers implicit in the Vatican decree will tend to
neutralize any such efforts.

Larger benefits will probably accrue to Romitais
"Autononous Socialists", a non-Comrmnist offshoot of the
left~wing Socialists, whose traditional Socialist prin-
elples will permit 1t to attraet former Communist members
and voters. llorsover; the anti-clerical position of the
"Autonomlsts” may serve as a safe rallying point for anii-
elerical reaction to the decree -~ a point where a
Cathollc Italian could reconcile o deeply religious culture,
leftist political leanings, and resentment sgainst Church
Anterference in his political life,
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The Soclalist Party of Itallan Vorkers (PSLI)
has been c¢learly anti-Cormunist since its inception,
but because 1ts traditional socialism and anti-clericale
lsm have been weakened in the eyes of left-wing voters
by i1ts participation in the Christian Democratic Govern-
rment, 1t stands to gain 1little from political realignments
growing out of the Vatican decree,

. The Liberal Party, though traditionally con-
servative, 1s strongly anti-clerical and will tend to be
alienated from the pro-clorical Christian Democrats by
what 1t will consider further manifestation of Church
neddling in secular affairs.

The Christian Democratic Party will tend to be
stamped more indelibly as a clerical party. A4s political
allimments tend to congeal into four segments -~ extrenist
loft, extremist right, clerieal (Christian Democratic-
Government Party), and anti-clerical (Socialist-Oppesition
Parties) -- the pressures may be increased from both wth-
In and without the Christian .Demoecratic Party to form a
single~party Government.

SPATIN

B legotlations with French private bankin Interests
%o lend Spain 15 blllion francs (about 445 million) for the

purchase of French indus’.rial equipment appear to be nearing
conclusion, although the French Finance Hinlstry may veto
the loan on political grounds., If the loan is nmade, 1t will

\ constitute an important step in Spaints attempts to rehabile-
ltate 1ts national econony, and will represent the largest
private foreign loan negotiasted since World War IT,
Announcement of the negotiations followed soon af'ter the
conclusion € a bilateral trade agreement between the
Governments of France and Spain, amounting to 23 billion
francs. The trade agreement and the loan negotiations con~
stitute notable examples of the wlllingneas of the French
to do business with Spain on a considerable scale while
officlally condemming the Franco regime and opposing the
return of ambassadors to Madrid,

M-s..'
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